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May 1, 1996

Me. Sharlene N. Collins
North Austin Municipal Utility District
600 Congress Avenue 060O
Austin, Texas 76701-3288

Subject:
city water Service to North Austin Municipal Utility District No. 1

Dear Ms. Collins:

A copy, of your letter dated April 19, 1996 .to City Manager Jesus Garza,
concerning a developing water prconurQ problem in the District has been

forwarded to my office for a response.

In regard to the concern that the Martin Hill Reservoir would have its operating
level lowered to 9!!U feet which In turn would lower vater prP.-;Pure to North
Austin Municipal Utility District (MUD), that information is not correct.
Reservoir and Pumping operations are undaa the direction of Kr. GeorgP Greene,
P.B., Voter and Wastewater Utility, and he has confirmed that no one from the

C°ntartad

ranges
Discrict1bDistrict's

t
nagement Company or

n on the operating
the

Martin Hill Reservoir.
h;

In order to xhare information with the MUD Engineer on reservoir operations and
for the Utility to learn what problems are occurring inside the MUD boundary, a

meeting vas held April 30, 1996. This meeting resulted in an agreement that

both sides needed additional information, which viii be obtained by the MUD
Engineer on the water preceure problems that are occurring inside the District,
when they started, what is the pressure drop, and how does that correspond to

Utility Reservoir levels.
The Utility will be sharing information with the

District Engineer regarding a major engineering study of the Northwest "A" water
pressure zone by the firm of Espey fiusten and Associates. This study which is

just beginning will assist the Utility in determining what are the needs of this
water service area and how aervicn levels can be maintained or improved as the

area continues
opccifiges nofr thedpro

the
blemtandtsolsolutions will

to work to identifying Diitrict
both the District and City customers in this area.

The results of this study which vill provide the answers to long term water
pressure and service issues will be atwt.ed with the North Austin MU{) and the
other districts in this water service zone as the study is completed. We will
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Hs. Sharlene N. Collins

May 1, 1996

Page 2

our District Engineer in the
meantime to ensurez 4 di g ha

rovi&ions
of ^t^e Consant &gLeQ%®nt and Pcontinue to work vithfye p

Austin MUD.
If you have further

Utility is meeting
ity level of water service

Mike Erdmann at 322-2876.

questions, please call Mr•

sincerely,

To-

Ran Y Goss, F`.E., Director

water ail^ WaStCwntfr Utility

RJ(i:me

xco .iesus Oarza, City ri61169'tr Ma.1 er
Jim Smith, Assistant City ^8

Mike Erdmann, Wholesale 5er+iCtA ^Q eyr

John 'Tresnicky, Assistant City Ivn Manager
George Greene, P.E.. YumPing

DiYiS
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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 Disinfeclanl 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, chlorine 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 appropriate 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.

152
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SECONDARY DISINFECTION

Free chlorine 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

these methods
dynamic nature of flow and chlorine demand in most water distribution systems,

of rechlorination can lead to 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 accomplished 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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:5129720168
May. 11 2004 09:2$W P2

Sharfene/David,

I
met with Teresa and Gone on Friday to discuss any previous work initiated on your suggested option of providing higher

pressure water to the North Austin MUD for Its Internal pressure problems though additional multiple connections of the
was most and m

City's water system to the MUD's distribueiote ^ene requested the to owing Intormation Inopt aifor him to pi pery
such an option has not been thoroughly explored .
analyze such an option:

1.
A map showing the boundaries of the areas that you wish to address with the proposed solution. The boundaries of the

low pressure areas should follow property lines.
2. The number of connections within the identified areas ( I am assuming they are all 5/8" connections. If not, please !et ua

know.3. In Iceta the peak hour flow and fire flow tigures for the MUD in these low pressure areas.
4. Indicate where you propose additional master meters be located.

As soon as we receive the information, Gone will work on this model and pro-Ado you the results of his findings.

In terms of your
suggestion regarding the re-ohiorlnatlon of the Martin Hill Reservoir, the suggestion has been reviewed by

various qNAslona of the Austin W ator Utility. The Austirl Water Utility Is not Interested in pursuing this option to address

pressure Issues for several reasons:

1.
Public Perception: Because of the size of the facilities needed to *tons chemicals on site and the general public's

concern of the storage of chemical (which has been expressed in the past of the Utility's existing water treatment plants),
we believe that the public and the media would become alarmed at such a proposal and would create public relation
Issues for an area that the City wishes to promote economic development.

2.
Change In Safety Procedures: By storing these chemicals on-ste, the U0111 ye safety prooedures, anti-terrorism

procedures, vulnerability asseasmenta, 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 would require additional funding for improvements and Increased operating expenses. Such a change would

also increase the Utility's overall risk and liability related to mechanical failures or accidents that could possibly occur at the

site.
f

3. Sizing of Facilities: Re-clerk'ra^ utUa other
ties shy way

distribu tion
trom feeding gas chemicals in atheir dis^tributorn sys

the
a doue co

magnitude that the City opesafety and public perception of using gas chemicals and use liquid chemicals Instead. This means using aqueous
ammonia and sodium hypochiorite and would require large storage volumes. The sizing of the facilities only exacerbates

the concerns listed.

4.
Potential Water Quality Problems: Because our water source to surface water, the Introduction of additional chemicals-

at the reservoir will Increase the possibility of disinfectant byproducts. Most of our Industrial customers manufacturing
systems are highly sensitive to such byproducts and several Industrial customers obtain their water through the Martin Hill

Reservoir.

5.
Operattng Flexibility: The Austin Water Utility wishes to retain the greatest operational flexibility in operating the Martin

Hill
Reservoir and does not wish to limit the range of the reservoir level. The turnover in the reservoir Is an important issue

In order to ensure that bacteria re-growth due to nitrification does not occur. By operating the reservoir within the range
that It Is currently being operated at, the nitrification potential is addressed. Operating the reservoir at a higher level in
order to increase pal within the distribution system would Increase the possibility of nitrification and subsequent bacteria re-

growth.

P-NA00612
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sent: Sharlene Collins (E-mail); David Matish (E-mail)

Co; Lutes, Teresa; Cantu, ^teynaido; Burazer, Jane; Greene, George; Gardner, Gene; Brooks-

Newton, Georgi; Vivona, John

Subject: North Austin MUD Issues
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UTILITY CONSTRUCTION CONTRACT
BETWEEN

THE CITY OF AUSTIN, TEXAS AND

NORTH AUSTIN MUNICIPAL UTILITY DISTRICT NO. 1

This Contract is made and entered into 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 NORTH AUSTIN MUNICIPAL UTILITY DISTRICT NO. 1("the

District"), a conservation and reclamation district created

pursuant to Article XVI, Section 59, of the Texas Constitution

and operating under the provisions of Chapter 54 of the Texas

Water Code.

RECITALS

The City owns and operates a water supply system and a

sanitary sewer collection and treatment system serving areas

within and adjacent to its city limits 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 service within said area for

the purpose of protecting the-liealth 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 it to provide a dependable

supply of potable water to the inhabitants of the District and

to obtain access to the City's sanitary sewer system in order to

provide for the transportation, treatment, and disposal of

sewage from within the District. Pursuant to Chapter 54 of the

Texas water Code, the District is 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 e best

EXilIBIT "B" TO CREATION AGREE-.ENT

Page 1 of _
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interests of the District and its inhabitants to cooperate with

the City in 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

into 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, IINOW ALL MEN BY THESE PRESENTS, that for

same in consideration of the premises and the mutual obligations

and benefits contained herein, the City and the District

contract and agree as follows:

AGREEMENT

1. 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 water main and sanitary sewer main

extensions and the exact location and configuration of the other

water and sanitary sewer improvements may vary depending upon

the final engineering design which shall be reviewed by the

Environmental Board 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 Wastewater 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 option, require

the oversizinq 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

2

P-NA00614
63



of the Project to the District is not increased as a result of

the oversizing; and (iii) that the construction of the Project

is not delayed as a result of such oversizing.

1.02 "Board" and/or "Board of Directors", shall mean and

refer to the Board of Directors of the District.

1.03 "Bonds" shall mean and refer to the bonds to be

issued by the District, in one or more series or issues, 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 TEE 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 abilities, with the financing and

acquisition and/or construction of the Project, all in the

manner hereinafter described. The District agrees to promptly

pursue the approvals necessary for the District to issue the

Bonds and acquire the Project. Upon obtaining said approvals,

the District agrees to proceed promptly to issue and sell the

Bonds and, thereafter, to purchase and/or construct the

Project. The District hereby covenants that it 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.

3
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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 issuing the Bonds

including, without limitation, the cost of acquiring all

riqAts-of-way, easements, and land therefor; the funding of all

special funds created for the payment and security of the Bonds;

reasonable financial and legal fees, as agreed to in writing by

the City attorney and the Director of Finance of the City;

printing and other expenses incurred in connection of the

issuance, sale and delivery of 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 solely 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 resolution authorizing the issuance of the

Bonds, a draft of such resolution in substantially final form

4
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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 deposited in such accounts. The necessity and amount of

cap:.talized 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

thereafter be responsible for the maintenance and operation of

the Project, at its sole expense

V. PAYMENTS BY THE C I TY

5.01 For and in consideration of the District's acquiring

the Project and conveying the same to the City, the City agrees

to pay to the District, in 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 is

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

5
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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, redemption or otherwise; and/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 outstandinq Bonds to their respective due date

or dates by reason of maturity, redemption or otherwise. "Gov-

ernment obligations" as used herein shall mean direct obliga-

tions of the United States of America, including obligations

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

Bonds, shall be from the payments to be made by the City to the

paying agent for the District pursuant to this Contract.

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 outstanding:

(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
(redeeminq the Bonds and/or interest coupons
appertaining thereto coming due on such
date;

(c) Such amounts, payable upon 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

6
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the city; (2) any e.ttraordinary or unexpected

expenses or costs reasonably and necessarily

incurred by the District in connection with the

Bonds and the Pro7ects, 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,

D
that the
istrictCity shall not be obligated to pay

expenses of litigation if the City is an opposing

party in such litigation;

(d) Such amounts as may be necessary to make all
payments into any special fund or reserve fund
required to be established and/or maintained by
the provisions of any Bond Resolution, as defined

in Paragraph 5.05 hereof; and

(e) 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

5.05 hereof.

5.03
This Contract, and all payments required to be made

by the City hereunder, shall constitute a Separate Lien

obligation within the meaning of and as such term is defined in

Ordinance Number 820303-A, a copy of which ordinance is attached

hereto as Exhibit "B" and incorporated herein by 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

r

assigned to such terms by said ordinance.
The City hereby

covenants and agrees that, subject only to 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

exception of those in excess of the amounts required for the

payments to be made hereunder and required for the payment and

security of the Bonds, are hereby irrevocably pledged, 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. It is further acknowledged and
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agreed that the lien on and pledge of the Net Revenues 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 hereto 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 Power System

shall not be deemed to have been pledged or encumbered by any

lien to secure the payment of. any City obligations under this

Contract in any manner. The City 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 equal 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 ( created and established by Ordinance

Number 820303-A) for the payment of principal of and interest on

the Series 1982 and Additional Parity Bonds, and to establish

8
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and maintain the Required Reserve as provided in said Ordinance

or any other ordinance relating to obligations for which the

Reserve 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 restore, as the case
may be, a required balance in any reserve. or

contingency fund created for the payment and

security of Separate Lien Obligations;

(c) To produce combined Net Revenues of the

System sufficient to_=pay the amounts required to
be deposited in any" reserve or contingency fund
created for the payment and security of the
Priority Bonds, the Series 1982 and Additional

Parity Bonds, and any other obligations or

evidences of indebtedness issued or incurred that
are payable only from and secured solely by a
lien on and pledge of the combined Net Revenues
of the Systems; and

(d) To produce combined Net Revenues of the

Systems (after payment of the amounts required to
be paid by paragraphs (b) and (c), above) equal
to at least the sum of (1) 1.2S 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-outstandinq Bonds and all other
indebtedness (except Priority Bonds and Separate
Lien Obligations) payable only from and secured
solely by lien on and pledge of the Net Revenues
of either or both of the Systems.

5.05 The terms and specifications of the Bonds to be

issued by the District pursuant to this Contract shall be set

9
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forth in a bond resolution or resolutions 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 Resolution. 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 support 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 hereof and of its

responsibilities and obligations hereunder.

^ 5.06 All payments made -by the City pursuant to Section

5.02(a) of this Contract shall' be 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 unreasonably withheld. The

funds so 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 distribution, wastewater 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

10
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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 to 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 purposes.

6.02 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 obligation 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 equal to the

percentages hereinabove stipulated as applied to the total

principal and/or interest requirements 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 installments 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 collection works, plants

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 fix and maintain 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 of 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 delinquencies and

costs of collection) as may be necessary to promptly make the

payments herein pledged to City after consideration of all funds

on hand or to be on hand from other sources, including those

derived from the System Facilities 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 reason, it shall appear that other available sources will

12
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not produce funds entirely adequate for such purpose in the

succeeding fiscal year.

6.04 The City covenants and agrees to enforce 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 System. The District shall not have any rights to any

such subsequent user fees collected by the City or any interest

thereon.

VII. CONSTRUCTION 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 Project, and shall be 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 require all contractors performing such work

to provide adequate insurance in relation to the Project and the

work being performed as is usually carried by contractors

constructing like properties and also to require all contractors

to carry worker's compensation insurance. Upon completion of

13
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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 acquire and/or construct

all or any part of the Project shall be conditioned upon the

following:

(a) Approval by the Texas Department of Water
Resources, the Texas Department of Health, and
any and all other local, state, or federal
agencies having jurisdiction;

(b) Sale of the Bonds in an amount sufficient to
pay the costs of the acquisition and the expenses
of issuing the Bonds; and

(c) The District's ability, or the ability of
its contractors, using all reasonable 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 any and all real property, streets, alleys, public ways and

places, and general utility or water easements 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-of-way

for the Project and to proceed immediately to acquire 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 out of the proceeds of the Bonds. Nothing herein shall

be construed as limiting the powers of the District to acquire

land, easements or right-of-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 God; strikes, lockouts, or other

industrial disturbances; acts of public enemies; orders of any

kind of the Government of the United States, the State of Texas

or any civil or military authority; insurrections; riots;

earthquakes; fires;
epidemics; landslides; lightning;

hurricanes; storms; floods; washouts; droughts; arrests;

restraint of government and people; civil disturbances;

explosions;
breakage or accidents to machinery, pipelines, or

canals; or other causes not reasonably within the control of the

party claiming such inability.

10.02 If,
by reason of Force Majeure, any party hereto

shall be rendered wholly or partially unable to carry out its

obligations 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

thereof.
The obligations of the party giving such notice, to

the extent affected by such force Ma7eure, shall be suspended

during the continuance of the inability claimed, except as

hereinafter provided, but for no longer period, and any such

party shall endeavor to remove or overcome such inability with

all reasonable dispatch.

10.03
It is understood and agreed that the settlement of

strikes and lockouts shall be entirely within the discretion of

the party having the difficulty, and that the above requirement

that any Force Ma3eure shall be remedied with all reasonable

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 unfavorable in the judgment of

the party having the difficulty. 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.

XI. REGULATORY BODIES

This Contract, and the acquisition of the Projects, shall

be subject to all valid 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 sole 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

circumstance, shall ever be held by any court of competent

3urisdiction to be invalid or unconstitutional for any reason,

the remainder of this Contract and the application of such word,

phrase, clause, sentence, paragraph, 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

hereof by the District.

XV. EXECUTION OF CONTRACT

This Contract may be executed 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 equal dignity, on the date or dates

indicated below.

APPROVED AS TO FORM: CITY OF AUSTIN, TEXAS

^ • ^
By

/ bert DeLaRoa --^ -- City Manager

City Attorney 1W l 0 1983
Date:

NORTH AUSTIN MUNICIPAL UTILITY

DISTRICT NO. 1

By
resident, So-rd of Directors

Date:

2663R/SBL
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EXHIBIT "A"

DISTRICT ITEMS

WATER

1. 36 inch Jollyville Transmission Main (along McNeil Road 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

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

2.' 48 inch Spicewood Sprinqk Transmission Main and Discharge
Piping (from Spicewood Springs Pump Station to U.S. Highway
183)

3. 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)

REAL9/43-1:SBL
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Ax OjWwAoQ by the City Couadl of the My of Ausna. Texas. auctioeisn8 the issuance of

S598.000.000 "Crrr oV Ausrav. Ta+us. WAru. Sawa A+n EucMc Itr+a+ou+c R=vmYUS BoNes. SmuEs
1982": presagibuni the form of the bonda and the form of the interest mupon x piedSLnt c1u nes roYeaues hr

the City's Waterworks and Sewer Systems and IIaeaie LiBhc and Power System co the payment of the

pnnapal of and inteaaec on said bonds~ esaa'sat prov+naas incident and rsiaced to the usuancs. Fzyment.
'secuftcy and delivery of said bands: and daepiai an emergency.

PUsed March 3. 1982
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ORDINANCE `10. 820303-a

^

^ v Oaofy^vc- oy ;he Cisy Councl of the City of Austin. Texas. 1=0=19 sne IsauanC of

5.98:340.CC4 "C:i OF
OF ^LSRV, T:.'C.aS. %V ,77R. SEU'F.R .N7 __ECTtIC ^EFt `DIrG

RHVEvUE BONDS. SEAIFS

cne form. of :he oanas :^c: •nc ^orm j:' "at .:•=rest :oupons:
pledging the net revenues of

ystem1981". prescribing the or "'

ae city's Waterworks and SC-e7 SySiCni snc ci`ov
stonsg ^cc:aent znaere:ased :o che Iss ance

C

pz menc
provisionspnnapai of and inle=t on satd bonds: enac•sng

security and deisvery of said bonds: and dedartng an emergency,

Wf;uJ.As, the City or Austin. Texas the ..City'.) has duly issued and delivered. and there are
n

currently outstanding, the following series or issues of revenue 'oonds payab le from and secured
Syste a1eco

on and pledge of the net revenues of City's Electru Light and Power.

WIC

(1) cry of Atuttn. Texax Utility System Revenue Bonds. Series 1.
dated April 1. 1977, new outstanding in the aggregate

S 84.000.000
principal amount oC. _ ... .» _. _ _ ._. ._ .

^ Z) City of Austtn, Texas. Utility System. Revenue Bonds. Series Z.
atedated October 1, 1977, now outstanding in the aggreg

55,000.000
principal amount of.. » ^-- '

(3) Cry of Austin. Texas. Utility System Revenue Bonds Series 3•
ate

dated Apel1 1, 197& now outstanding in the aggreg 78.000.000
principal amount oC..

(4) Cry of Au=n. Texas. Utility System Rcveaue Bonds. Series 4,
dated October I. 1978, now outstanding in the aggregate

76,780,000
principal amount of

(S) City of Austin. Texas. Utility System Revenue Sonda. Series S.
ate

dated March l, 1979, now outstanding in. the aggreg 000,00079
ps^p:i amount of ,.

,
^

(6) Cry of Au:nn.Tesas. Utility Sys= Revenue Bonds. Sari= 6.
atedated SeptemfHr L. 1979. now outstanding in the aggreg 000.00060

priaapd amount of
.

( 7) Cry af Atuda. Tws. Utility Systasa Revenue Bonds. Series 7,
te

• dated July I, 1980, no outstanding in the aggrega
45.000.000

pria~spamouaLofof.

(8) Cry of Austin. Taaas. Utility System Revenue Bonds. Series 8,
atedated January 1. 1981. now outstanding in the aggreg a3,004.000

ptiaeipai amount

(9) City of Austin. Texas. Utility System Revenue Bonds. Series 9,
ate

dated June 1. 1981. now oucuaadisrt in the aggreg 2?,000.000
ptiadpal amount of ---..-----» °

( 10) Cry of Austin. Teas, Utility System Revenue Bonds. Series
10. dated October 1, 1981, now outstaadin= in the aggregate a3,040A00
principal amount of ...

1) City of Austin. Texas. Qess:tse. Waterworks and Sewer System
dated July 1, 19'9,Series 1979ndsB ,,oRefunding, Revenue

now outstanding in the aggregate prmapa! amount oC......_... 303.665.000

Aso WltntsAs. the Cry Counal of the Gry has determined and hereby Ands: that refunding bonds

should be issued in an amount sutIaent. together with other available funds of the City. to refund all the

above described bonds for the reasons set forth in Section 4.1 hereoL pay the costs Of issuance of inc

refunding bonds and provide a debt service reserve for the refuading bondx and

• WKIm" it is hereby officially found and determined that it is necessary and desirable to use

proceeds of the refunding bonds to fund a portion of the debt service reserve provided in Section 15 below,

to es3'ecuveiy market the bonds and acnieve the purpose of the refunding as hereinafter set iorth: now.

sherefore.
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Be IT ORDwtN® BY TttE CiTY COUNCII. OF THE CIT'! OF.iC;STt^. TEXAS:

^ S¢C'ton 1: .{uthort.artort-Pnncrpat Amount-Series Designation. For the purpose of refun-

ding all outstanding Cmr OF AusTtn, TL%As, ELEcPRIG. WATERU.'OtaKS wND SEWER SYSTi^t R:rvvotNc

RFVarrvt Botvos and CITY or Austr.v. TExAs. UTUtrr SvrrE.u REvir.uE Batvos. there shail be and

there is hereby authotzzed to be issued a series of bonds, each payable to bearer. but subject co

registration as to the payment of prinapal, in the principal amount of Five HuNDRED Nt:vm•EtcKT

ytD.uorr pot.t.ues ( SS98.000,000), to be designated "Ctrr OF Ausrtrr. TLw, WArER. SawEa AND

EtaCrRlc Raatmotrro Ramous BaNos. SEUas 1982" (the "Series 1982 Bonds"), pursuant co

authority conferred by and in conformity with the laws of the State of Teaas. p=icuiahy Article "I

as amended. v.A.T.CS_

S=ort Z Date-Dtnonrinarioa-Nu,nben-^tfacurures-Inraresr Rarez The Series 1981
Bonds shall be dated March 15. 1982: shall each be in the deaoaunanon of Five Thousand Doll=
(S5,000) ; shag consist of 119,600 bonds. numbered consecutively from One ( I) upward and shall
mature and bear interat at per anauat rates in accordance with the following schedule:

Be" NreNm Matvnry
Ae{Rz1f
Pnecapai Inter=4

(Ail lseNt+1 Dstu Awara Racu

I to 435 November IS, 1982 S 2,175,000 8.25%
436 to 1.506 May IS. 1983 5,355,000 8.75%

1„507 to 2.366 November 15, 1983 4,300.000 8.75%
2.367 to 3,264 May 15, 1984 4,490.000 9.50%
3,265 to 4,254 November U. 1984 4,950,000 9.30ef.
4,253 to 5,285 May 15, 1985 5.170,000 10.00%
5.2E9 to 6,398 November 15. 1985 5,330.000 10.00%
6.399 to 7,364 May is, 1986 5,830.000 10.497.
7,565 to 8,653 November 15, 1986 5.445,000 10.40%

^ 8,654 to 9,800 May l3, 1987 5.735,000 10.30%
9,301 to 11J10 November 15, 1987 7,350,000 10.80%

11.311 tow
12.898 May IS. 1988 7,940,000 11.20%

12.899 to 14,574 Noveaspsr 15, 1988 8,380,000 11.20%
14.575 cc 16,344 May I S. 1989 8,330,000 11.30%
16.345 to 18,002 November 11, 1939 8.290.000 11.10%
18,003 to 19,755 May tS. 1990 8,763.000 11.73%
19,756 to 21,499 November 15. 1990 3.720.000 11.75%
21,500 to 23,345 May 15, 1991 9,730,000 1100%
23.346 to 25,230 November 15. 1991 9,525.000 12.00%
25.251 to 27,266 May 15, 1992 10,080,000 12.13°6
27,267 to 29,386 November 15, 1992 10,600,000 12.23%
29,38T to 31.636 May 15, 1993 l1•250,000 12.50%
31,637 to 33,862 November 15, 1993 l 1,130,000 12.50°le
33,863 to 36,22.4 May 15. 1994 i 1,810,000 12.75%
36.225 to 38.592 November 15, 1994 1 1,340.000 1Z.7!%

38,593 to 49,774 November 15. 1996 55.910,000 I t.009e
49,775 to 55,938 November 15, 1997 30,820,000 13.50°Ai
$5,939 to 87,118 November IS. Z001 156,400.000 14.00%
87,219 to 94,973 November 15. 2002 38.775.000 11.00%
94,974 to 119.60 November 1S, 2006 123.135.000 14 25%

SacrsoN 3: trtrerar. The Series 1982 Bonds shall bear tnterat from date until paid. or redeemed
in accordance with the terms prescribed therefor. at the per annum rates shown above, suc;s interest to
be evidenced by interest coupons attached to each of said bonds and said interest shall be payabie an

982N 5ovember 1 . 1 . and sattsannuaUy thereafter on M ay 15 and tiovesstber IS in each year.
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SflCTtotv 4: payment of Bondi-PT-W19 .^genr-Ra,^ srrar 3o:h pn•^.c:pai of and interest on the

Series 1982 Bonds shall be payable in lawful mor.ey It :ne
ated States of America. z•,rnout

.-change or collection charges to the owner
or hoider :nereof. ;Pon presenta::on and su:•rer:eer of

such bonds or proper coupons.
at Sfortan Guaranty Trust Conpa ny uC '-ev- Yorx. New Yorx. -ew

York t the " Paying Agent"),

The Paying Agent is hereby designated and appointed the Re;is:rnr for the Series 198Z Bonds.

and. in the Perfo'rmance of the duties of Rezstru, shall maintain and keep Bond Registration Books

ror purposes of registering the Series 1982 Bonds as to the payment of Principal and discharging the
same from registration. all in accordance with the Bond Registration Provisions appeann8 on :he
Form of Bond set forth in Section 9 hereof and incorporated herein by reference as a part of :nu

Ordinance for all par9osas.

SHCrson S: Opriortot Redeeprron. (a) The City --serves the rtgnt to redeem the Series 1932

Bonds maturing on and after November 15, 2002. in whole at any tune or in part on any interest

payment date ( and if w
ithin a maturity at random, by lot or other customary method selected by the

ReVsarar). on or after May 15. 1997, it the price of par plus accned interest
to tne date of

redemption and without premium.

(b) The City also reserves the right to redeem the Series
199' 3ont:s nat•srt18 on Nove:nocr l5.

1984 through November 15. 1994, in whole or in part ( and if ipart the particular Bonds co be

redeemed shall be selected by the Registru at random. by lot or other customary
method), on May

15, 1984 or on any interest payment date thereafter, at the ;net of par plus accrued interest to the
date of redemption and without Premium. provided the prinapal amount of Bonds to be redeemedity
shall not exceed the amount of proceeds derived from the sale or other disposition of referred to
Participating interest in the South Texas Project and on hand in the special esao
in Section 23(b) hereof at the time of the asal for redemption.

Sictton 6: Mandatory Redemption.
The Series 1982 Bonds hereinafter desesbed shall also be

subject to mandatory redemption prior to maturity as follows:

(a)
Series 1981 Bonds maturing on November 15. 1996. are subiees :o mandatory

redeaPcioa Prior to maturity and shall be redeesssed. in Pam on the dates and in the principal

amounts set forth below:
Dscs AOSOU°t

May 15. 1995 •••---.-...... »..... St2.575.000

November 15,
tt

,Z9
s.020.0000

May t 5.

(b) Series 1982 Bonds maturing on November
15, 1997. are subject co mandatory

redemption prior to maturtry and shall be redeemed. in Pam on the date and in the pnnapal

amount set forth below-
Date Anwwnt

May 15,
S It 2.100.000

(c)
Series 1982 Bonds maturni on November 15. 1001. are subject to mandatory

redemption prior to maturity and shall be redeemed. in part on the dates and in the prtnapal

amounts set forth below:
Dale

AsOYf"

May l5, 1998 . _.. » .- •«- - -- • S 14.665,000
19 9u.000November 15. 1998 .
1 6 130.000May 15. 1999 _.. ».»»« ...._.........»...».»» .

375.000Z1November t 5, 1999 .. »» «••_•«••-«- »» .
,00072St9

May 15.2000 ......»_...._.._.......------ _.».». .
00064511November 15, 2000 . ».».».....-•-»•••.••••••..• ..
00020 353

May 13.2001
..
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^

( d) Series I982 Bonds maturing on Nove:nber :5, =002, are subiec: to mandatory
redemption prior to maturity and shall be rede-_ ned, in aart, on the date and in the prtr.cpzi
amount set forth below

May 15, 2002.

Date Afnounf

S20,630.000

(e) Series 1982 Bonds maturing on November 15. 2006, are subject to mandatory
rede:npuon prior co matunty and shall be redeemed. in part. on the dates and in the prtnapai
amounts set forth below,

Date Anwat

May t3.2003...__. St7,370.000
November 13, 2003 19,955.000
May 15. 2004 -- 17,300.000
November l3, 2004. 17,415.000

._ . . . . _.. _.^ ..May 15. 2005 . . . 19,30S.000
November 15, Z005. 15,793,000
May 13.2006. 1.335.000

^

On or oar to esxh April I and October l in each of the years Specified above that Series 1982
Bonds are to be mandatortly redeemed. the Regstrar shalt sale= at random, by lot or other curto Mary
method the serial numbers of the Series 1982 Bonds within the applicable macartry to be redeemed on
the next failowin= mandatory redemption data. and the Series 1982 Bonds thus selected shall be
redeemed on the next Wowing. May 15 and November 15, as the case may be, from monayi; set aside
for that purpose in the Interest and Redemption Fund. at the Oct of pat and ac:crued interest to the
date of redemption. without prasaiuaa Atiy Series 1982 Bonds not sid=ed for pror redemption shall
be pstd on the date of their stated. Maturity.

The principal amount of' the Saim I98Z Bonds required to be redeemed pursuant to the
operation of such mandatory rsdsmprioa provisions shaJl be redueed, u che option of the Cry, by the
principal amount of any Series 1982 BoadB, whxh, at least 50 days prior to the mandatory redemption
date: ( I) shad have been acquired by chefCry at a price not L%aseding the principal amount of such
Bonds plus accrued interest to the date of purchase thereof, and delivered to the Registrar ror
caaceilanon. ( 2) shall have been purchased and cancelled by said Registrar at the request of the Cry
with moneys in the Interest and Redemption Fund. at a price act estanding the principal amount of
such Series 1982 Bonds plus aowwd interest to the date of purchase thereof or ( 3) have been
redeemed pursuant to the optional redemption provisions set forth above ut Seeman S hereof and not
theretofore credited against a mandatory redemption requtremeat.

SECTION 7: Aries
ojReden+priort. At least thirty (30) days prior to any date an which any of the

Series 1982 Bonds are to be redeemed pursuant to the provisions of See== 5 or 6 hereof. the City
shall ause a written notice of redemptioa ( specifying the serial numbers and amount of bonds to be
redeemed) to be published at least once in. a ftaaaaal publication of ;eneral oreulaaon in the Cry of
New Yort, New York and :a a newspaper or general circulation in the Cry of Ausea, Tesas By the,
date bed (or any such redemption due provision shall be made w ith the Paying Agent for the
payment of the principal amount of the Series 1982 Bonds which are to be so redeemed and acmrued
interest thereon to the date lixed for redemption. It such written notice of redemption is published
and if due provision for such payment is made, all as provided above, the Series 1982 Bonds which
are to be so redeemed thereby automatically shal! be redeemed prior to their scheduled maturities,
and they shad not beer interest after the date fixed for redemption. and they shall not be regarded as
being outsuusdia= except for the right of the holder co receive the redemption price from the ?ayinq
Agent out of the funds provided for such payment. A similar notice shall be mailed by the Gty,
postage prepaid, not [as than 30 days prior to the redemption date. ( 3) co the registered owner of
each Series 1982 Bond to be redeemed at the address appearing on the Bond Revistrican Books
mauuaused oy the Registrar and ( b ) to the owner of each of the series 1982 Bonds to be re3eszeo
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which s payable to bearer. Provided that each such owner previously shall have filed written

.^.strucuons with me Fessstrsr as to the name and address co which sucn notice- mould be matled: but

"atiure to mail or receive any such notice, or any defect therein or in the mauin8, thereof, shall not

affect the validity of the proceedings for the redemption of such Ser:es i98Z Bonds.

SEc"toN 8: execution of Bonda. The seal of said C:ty shall be impressed on each of said Series

1982 Bonds or. in the alternative. a facsimile of such seal shall be printed on the satd Series 1982

Bonds. The Series 1982 Bonds and interest coupons appurtenant thereto may be executed by the

imprinted fa=mile signatures of the Mayor and City Clerk and emecution in such manner shall have

the same effect as if such Series 1982 Bonds and coupons had been signed by the Mayor and City

Clerk to person by their man" st^tatures. Inasmuch as such Series 1982 Bonds are required to be

registered by the Comptroller of Public Accounts of the state ofTezas, only his signature (or that of a

deputy designated in writing co act for the Comptroller) shall be required to be manually subscribed

to such Series 1982 Bonds in connection with his registration cerst8cte to appear thereon. as

hereutafter provided; all in accordance with the provisions of Article -1171-1. V A.T.C.S.

StCTior 9: Forn+s The form of the Series 1982 Bonda. including the form of interest coupons to

be attached thereto, the form of re;isuztioa certificate of the comptroller of Public Accounts of the

State of Texas and the form for registration of ownership to be printed thereon. shall be substaanally

as foAowa. to wit
(Pam of Bond)

NO.__- UNITED STATES OF AMERICA S5.000'

STATE OF TEXAS

COUNTY OF TRAVIS I

CITY OF AUSTIN, TEXAS.
WATER. SEWER AND BLECTRIC

^ REFUNDING REVENUE BOND
SERIES 1982

The Cry of Aus= a munsempai corporaoon in the County of Travis. State of Tezas. Fop. `/Ai.ua

P,k.cvvr.b. hereby promises co pay to the bearer hereof, at. if this bond be r,.gutered as to principal as

hereafter provided. to the reysrered owner hereo[ on the rirrm+rt+ DAY Or •, ( unless this

Bond shall have been redaaaed prior to maturity in accordance with the provisions of the ordinance

hereinafter referred to) the principal snm of
FIVE TFIO USAND DO t.LARS

(55.000), and to pay interest chereoa from the date hereof until paid at the rate of percaatunr

( %) per annum. such interim being evidenced by interest coupons payable on November 15, 1982, and

semtannuatlY thereafter on May 1S and. November IS in each year wade this Bond is outstanding.

Born Pwvea•at of and interest on this Bond shall be payable in lawful money of the Unued States of

America, without exchange or collection charges to the owner or holder. such principal and interest

coupons appertaining hereto, being payable only upon presentation and surrender of this Road or proper

interest coupon. at Morgan Guaranty Trust Company of New York. New YorSc, New York ( the "Payta^

Agent").

it this Bond is r"istered as co principal ( other than to bearer), soeh principal shag be paid co the
asregistered owner shown on the Bond Repscsnon Books of the City kept by the Paying Agent

" p,e8istrar" for the Cry, upon presentation and surrender of this Bond to the Paying Agent.

THIS Boma is one of a sertea of boads ( the "8onds"), dated March 13, 1982. numbered consecutively

f ro:n One ( 1) upward. each in the denomination of 53.000, aggregating in prtnapai amount 5598.000.000.

issued for the purpose of refunding all presently outstanding "Cry of Austan. Tezas. E lectnc, Waterworks
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and Sewer System Refunding Revenue Bonds" and .:i ^.usua. Tcxas. t:uuy S%stem Revenue
Bonds" pursuant to and in conformity wit" the taws er :ae S;ate of "ezas. ;crteutariy
v.a..T.C.S., as amended, the Home Rut: Charter oi :he C, and an oretnarc: tne "Ord:naace"; auiy
passed by the City Counal of the City and duty recorded ;n :ne 1,aautes of sa:d Counr.i.

THE BONDS are issued in coupon for-: wahout n;ht oi conve.mon aad achan?e into ;'uUy r:;:stcrcd
bonds. Provisions regarding the registration of ttus Bond as to principal and tne conditions of transfer are
set forth in the Bond Registration Provisions appearing on the back hereof,

THE BoroDs maturing on the dates hereinafter :denud ed are subject to mandatory redemption irtor ,a
maturity with funds from the "Interest and Redemption establisned In the Ordinance, and small be
redeemed in part Prior to maturity at ,he price of par and accrued interest thereon to the date of
redemption. and without pttmtum, on the dates and in the amounts set forth ta the Ordinance. Bonds
maturing November IS. 1996 are subject to mandatory redemption on May IS, 1995 and semiannually
thereafter on each November IS, and May 15 through May 15. 1996. Bonds maturing November 15. 1997
are subject to mandatory redemption on May 15, 1997. Bonds maturing November 15, 2001 are subject to
mandatory redemption on May 15, 1998 and semtannuaily thereafter on each Novetttoer 15, and May 15
through May 15. 200I. Bonds maturing on November t5, 2002 are subject to mandatory redemption on
may 15. 2002. Bonds maturing November 15, 2006 are subject to mandatory redemption on May IS.
Z003. and semiannually thereafter on each November IS and May 15 through May 15, Z006. The
parntaalar Bonds to be redeemed on each such date shad be chosen at raadont, by lot or other customary
method by the Regtstrar, provtded, however, that the principal amount of the Bonds requited to be
redeemed pursuant to the operation of such mandatory redemption provisions shag be reduced, at the
option of the Gty, by the ptmapa! amount of any Bonds which, at least 50 days prior to a mandatory
redemption dam ( I) shall have been acquired by the City at a price not exceeding the principal amount of
such Bonds plus accrued iatesest to the data of purchase thereof, and delivered to the Registrar Cor
canceilanon, ( 2) shali'have been purchased and cancelled by said Registrar at the request of the City with
moneys in the intertst and Redentpdon Fund at a price riot exceeding the principal amount of such Bonds
plus accrued mtetes to the date of purchase thereof, or (3) shall have been redeemed pursuant to the
optional redemption provisions set forth below and not theretofore credited against a mandatory

^ redemption requtrsment.

On and after May 15. 1997, the Bondi tlSatunt:Y on and after November 15, Z002 may be redeemed
prior to chair scheduled'maturittes. at the option of satd City, with funds derived from any source, in whole
on any date, or in pan on any interest payment date, for the principal amount thereof and accrued i nterest
thereon to the date fixed for rederaptton, and without pretaiuta. If teas than all the Bonds of a maturity are
to be so redeemed, the particular Bonds of a maturity, to be redeemed shall be seleeed at rsadom. by lot
or other customary method by the Registrar.

Furthermore: the Bonds maturing on November 15. I984 through November IS. 1994, may be
•edeemed at the option of the City, in whole or in part ( and. if i n part the particular Bonds to be redeemed
shall be selected by the Registrar at random, by lot or other customary method ), on May ! 5. 1934 or on
any interest payment date thereafter at the price of par and a=ud i nterest co the date of redempuon and
without premium, provided the principal amount of Bonds to be redeemed shall not exceed the amount of
proceeds derived from the sale of the City's parncpaang interest in the "South Texas ?raja='* and on
hand at the time of the call for redemption.

Ar lLsr thirty days prior to the date nxed for any redemption the City shall cause a written notice of
such redemption ( specifying the serial numbers and amount of Bonds to be redeemed ) . to be published at
least once in a flnanaaJ Publication of general circulation in The Cry of New York. New York. and in a
newspaper of general areuianon in the cry of Austin, Texas. By the date ftxed for any such redemption
due provision shall be made with the Paying Agent for the payment of the principal amount of the Bonds
vvhtch are co be so redeemed and accrued interest thereon to the date Hxed for redemption. If suc.h wren
notice of redemption is published and if due provision for such payment is made, all as provided above.
the Bonds which are to be so redeemed thereby automatically shall be redeemed prior to thetr scheduled
maturtaes, and they shall not bear interest after the date lied for redemptton, and they shall not at
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regarced as being outstanding e:<cept for the right of the bearer co receive the redemptson price from :^e

pzy,ng .^gent out of the funds provided for such payment. A, similar notice snall be mailed by the City.

^osta;e prepaid. not less than 30 days prior to the redempuon date. ! a) to the registered owner of each of

the 3onds to be redeemed addressed to such owner at the address appearing on he Band Registration

Books maintained by the Registrar. and ( b ! to the owner of each of :ne Bonds to be redeemed whscn is

payable to bearer. Provided that each such owner previously shall have Met wrtttea lnstnicaores with the

Registrar as to the name and address to which such notice should be matied: but failure to mail or receive

any such nonce. or any defect therein or in the mailing lhereof, shall not affect
the validity of the

Proceedings for the redemption of such Bonds.

T me BoNOS are special obligations of the Cry payable solely from and equally secured by a(ien on

and pledge of the "Net Revenues" ( as such term is defined in the Ordinance ) of the Cry's Electric Light

and Power System and the "Net Revenues" of the Waterworks and Sewer System: such lien on and pledge

of the "
Net Revenues" of both System being joint and several and. also, being junior and subordinate to

the payment and security of"Pnority Bonds" ( which the Cry has reserved the right to issue subject to the

terms and conditions stated in the Ordinance). For a more complete description and identification of the

revenues pledged to the payment of the Bonds. and other obligations
of the City secured by and payable

from the same source or sources as the Bonds. reference is hereby made to the Ordinanc.
THa Ct'rr has reserved the right. subject to the restrictions stated in the Ordinance. to issue and incur

additional parity revenue obligations payable from and equally secured by a lien on and pledge of the Net
Revenues of the Elee4te Light and Power System and the Net Revenues of the Watetworlcs and Sewer

Syatem, in the same manner and to the same extent as the Bonds. In addition. the City has expressly

reserved the right to incur obligations payable frons and secured by a lien on and pledge
of the Net

Revenues of either the Elataic Light and, Power System or the Waterworks and Sewer System. b
ut

he
both Systetna, which lien on and pledge of the respective Net-Revenues will be of equal dignity w

ith

ilen on and pledge of said respective Net Revenues in favor of the Bonds.
The Cry has.ilso reserved the

right to issue Priority '
Bondt to be secured by a!!= lien on and piedgw of the Ner Revenues of Electric

Lght and Po.l+erSyssaas and the Net Reveattesof the Watar*'otics and sewer system under thmterms and

conditions contained in the Ordiaaasa- •
TrtE Hotan Hump shall naver have the right to demand payment of this obligation out of any funds

Zed or to be rused by taxation =
ir Is Ht.nsY CafetwtaD ArsD RattTm that the issuance of this Bond and the Series of which it is a part

:s duly
authorized by law: that all am conditions and things required to exist and to be done precedent to

and in the issuance of the Bonds to render the same lawful and valid have been property
donLb ha^

happened and have been performed in regular and due tune. fornt and manner as required
Constitution and laws of the state of Texas and the Ordinance hernnabove nsennoned: that the Bonds do
not exceed any consntudonai or statutory limitation; and that provision has been made for the payment of
the principal of and interest on this Bond and the series of which it is a paR by erteveably Pledging the

Net Revenues of the Electric Light and Power System and the Waterworks and Sewer System of the Cry

of Austin. Texas. as hesenabove rected. anea.
Except whesadellned herein. apttalized term have the meanings assigned to them in the 0 r di

the
eIN Tasrtiaort WumtEO►, the Cry Counesl of the

Cry of said Cry .0 be impressed
Austsn. Tezas. in accordance

provisions of Art icle TITj•l. V.A.T.C.S. has caused the
feoupoas to be executed wubohe lnspnnted

thereof to be printed hereon. and this bond and its appurtenant

faatmsie signatures of the Mayor and city Cent of said City.

ytayor, Cry of Austin. Texas

Cou4TUstcKaa:

City Clerk. Cry of Ausun. Texas

8•1
Exbibit B to Utility

Cass=.UUti= C=T=wt ?age 9 of 27

P-NA00639
88



(Form of interest Coupon

) S

ON 15,

T4E Cr" ot Avsrtrr. a municipal corporation in the County or Travis. State of Texas. ^hereby
promises to pay to bearer the amount shown on this interest coupon. in lawful money of the United States
f.ar,tenca, without exchange or collection charges co the bearer, u:uess due provision has been made for

the redemption prior to maturity of the Bond to which this interest coupon appertains. upon presentation
znd st.rrender of this interest coupon. at

Honcuv GuAAAmi-r Tit= Cobamn or New You. NEW Yoiuc. NEW Yom

said amount being :nteresx that an that day otr the Bond. bearing the number hereinafter designated. of
that issue of C.^rY or AtnrII+, Ttcus, wATM Sewex AND Et,aerieu Rartrmotre RYva+tra Bot+us. SuttlS
1982. dated March 15, 1982. The holder hereof shall never have the right co demand payment of this

obfi8anon out of any rands ratsed or to be ratsed by tautton. or from any source whatsoever other than

those :ourees desasbed in the Bond to which this coupon appertains. Bond No.

city Qnk Mayor

(Pam of Reastration Certaltate )

COMPTROLLERS RfiGISTRd.FION CERTIFICATE REGISTER N0.

I hereby etsct^ that thit Bond has been esamined. ssnhed as to validity and approved by the
A ttorrey General of the State of Tesas, and duly eeFscered by the Comptroller of Public .4cmunts of the
StitS of Tex"

witneas my signature and seal this

Comptroller of Public AC=UntS
of the Scam *[Texas

(Form of Bond ReYittanoa Provisions)

BOND REGM-rRATTON PROVISIONS

This Bond may be registered as co prinapal alone on the Bond Registration Books of the City kept by
,Morgan Guaranty Tnut Company o( New YorB. New York. New York, as Registrar. upon presentauon
hereof to the Registrar. which shall make notadon of such registration in the registration blank below. and

Bond thereafter may be traasferred only upon a duly executed assignment of the registered owner or
his duly authorized representative in such fotztt at shall be satisfactory to the Registrar. such transfer to be
made on such Bond Resis^on Books and endorsed thereon by the Re=tstrar. Any such transfer of this
Bond may be to bearer and thereby transferability by delivery shall be restored. but this Bond shall again
;e subject to successive registrations and transfers as before The prusapal of this Bond, if registered.
unless registered to bearer, shall be payable only to or upon the order of the registered owner or his leial
represen=give upon preasntation and surrender of this Bond to the Registrar by such registered owner (or
to the bearer or this Bond if it is registered co bearer). The bearer of any coupon may be deemed and
regarced by the Registrar and the Cry as the absolute owner for all purposes. including payment znd
discharge of the liability upon such coupon to the extent of such payment. and neither the Registrzrrior the
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C:rr shall be uTecsed by any notice to the contrary Notwithstanding the regsstranort of this Bond as 1.0

prsncipai, the interest coupons appertasnutg hereto shall re:nazn payable to bearer and shall continue to be

,ransferable by delivery. For every transfer the Registrar may make a charge to the owner of this Bond
suc'tcsent co resmburse it for any caz. fee, or governmentsi charge required to be paid with respect thereto.

Duo or ^asurof Sitnmiwe .

ReRis^wN O^^r nr Rahunr
RKisinaaw

good
^^.

0

8-9

Z_ph+kIt e to Qtility Construct!= Contract - Paqe 11 at 27

P-NA00641
90



Scc'roy :0: Jerimrronz For all puroscs of ::.u ord:: ance and :n pzr.1c.1ar °or cianry with respect to
"it ssuance of the Series i982 Bonds `ierein authorized zac the oi.cgc and ::proprTat:on of revenues for
ae oavment of the Bonds, the oilowtng de3:.tttons are aroviaed:

4ddtr:ona! Parity donos-snail 'newt :venue bo::ds. Concrzauat Obligations or otner evidences
ndebtedness wn:c.h :he Cr. reserves the right co ssue or eater into, as he case may oe, in the

future under the terms and conatttons provided in Section i9 :hts Ordinance and which are -.quaily
and ratably secured with the Series 1982 Bonds by a lien on snd .iedg► of he Net Revenues of the
S ystems.

Bonds-shall mean coile:::ve:y the Series 198: 3onds and Ada:c:onai °artty Bonds.

Capita! Addinons-shall mean those properties and facilities w•hic:i by their nature, and as
incorporated into the Systems, either or both. will add additional capacity. or are to replace existing
capacity, of the Systems, either or both, or•substanually increase revenue- prod ueng capabtiiues.

Capital Inrprovenunrs-shall mean those property improvements or tny combination of property
.mprovements which will constitute enlargements. extensions. oetterMcru or repairs to the then
eusttng facltues or properties of the Systems, either or both.

City-shatl mean the City of Austtn. Texas, located in the County or Travis.

Contractual Obfiplriacr-shall mean those obligations (i) issued or incurred by the City payable
from the Net Revenues of the Electric Light and Power System and the Net Revenues of the
Waterworks and Sewer System and (d) incurred pursuant to express charter or statutory authority
heretofore or hereafter adopted or enacted and ( iii) which by the terms of the ordinance authom=g
chair issuance or the incurring of the obiipuon provide for.payments to be made by the City for the ^
retirement or payment thereof to be equally and ratably secured with the Priority Bonds or the Bonds
by z lien on and pledge of the Net Revenues of the Systems. - ^

F.tearic Light and Power Sysrarr-shall mean all facilities, and plants currently owned. operated
and maintained by the City, wholly or partially in participation with others. for die twersition.

•sransmunon. supply and distribution of eiearieai energy and power, together with all future
eatenstons. insprovemeat& replacement: and a$ditioas therato, and all replacements thereof; provided
that. notwithstanding the foregoing, and to the extent now or hereafter authorized or permitted by
iaw. the term "Electric Light and Power System" shall not mean :o include facilities of any lund
(including any electric power generating and transmission facilities ) which are declared riot to be I
part of the Electric Light and Power System and whtca are acquired or constructed by the Cry, or in
participation with othem with the proceeds from the =uaacn of"Speeial Facilities Bonds", ahteh are
hereby defined as being special revenue obligations of the City which are not Priority Bonds. Bonds or
Separate Len Obligations but wiucn are payable from and secured by other liens on and pledges of
any revenues. sources or payments not pledged to the payment of the Priority 3onda, the Bonds or
Separate Lien Obligations :nduding, but not limited to, special contract revenues or payments
received from any other legal entity in connection with such faeiiues.

, Frscal Year-shall mean the twelve month period used by the City in =nnecnors with the
operation of the Systems which may be any twelve consecutive month period established by the City.

Govtrrvnenr Obligations-shall mean direct obligations of the United states of Amenea,
including obligations the principal of and interest on which are uncondtnonally guaranteed by the
Untied States of Amertca, which may be United States Treasury obligations such as i ts State and
Local Government Sertes, and which may be in book-entry form.

Groxr Revaeuet-shall me= with' respect to the Electric Light arrd Power System or the
Waterworks and Sewer System. all tneome, receipts and revenues of every nature derived or received
from the operation and ownership ( e.ccludtn; refundable meter deposits. restricted Sifts and ;rants
and proceeds derived from the sale or other disposition of all or part of the City's participating interest
in the South Texas Project and revenues, sources or payment from faalittes acquired or constructed
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-with --Special Facilities Bonds") of the respective system, including ear.:ags and tncome denved from

the investment or deposit of moneys in any spec:ai rids or accounts created sad escabitshe^ bY the

City for the payment and security of the 2normy 3oaas or :ne 3onds ^r Se=ara:e ::ea Cbtt ions.

Independent
Enirnerr-shall mean an ;ndtviduat. inn or corporation engaged in the engineering

profession. selected by the City Counal. of recognized good standing and having specific espe^icnce in

respect or business and properties of a character similar to those of the Systems. wnach individual. 1tm

or corporation has no substantial interest. direct or indirect. in the City and in the case of an

:adtvtdual. is not
a member of the City Council. officer or employee of the City, and in the case of a

firm or corporation. does not have a partner. director, officer or employee who is a member of the City

Counetl, officer or employee of the City.

Maintenance ortd Operctint Fspmscr-shall mean. with rape= to the Electric Light and Power

System or the Waterworks and Sewer System. all current expenses of operating and maintaining the

cespecave system. ineludins all salanes. labor, taatarials. repairs and extensions necessary to render

efficient service: provided. however, that only such repairs and extens►ons. as in the judgment of the

to meet some
adequate

Council,
tcahe

reasonably
and the tnhabtants thereof.

necessary
ruch as might be

the operations

physical accident or condition which would otherwise impair the Priority Bonds or the Bonds shall be

deducted in determining "Net Revenues". Depreciation shall never be consider" as an expense of

Maintenance and Operation. Maintenance and Operating Expenses shall include payments under

contra= for the purchase of ;over and ener=y, water supply or other matertals, goods or services for

the Systems to the extent auchotmd, by taw and the provisions of such contracs.

Yet E'amiatt-altsil have the meaning assigned to such term by Section 19 hereof.

Met Resenves-shall caa= with rcsP^ to the aeeaie Light and Power System or the °

Waterworks and Sewer System. Gross Revenues of the respective system after deducting the system's

Maintenance and Opaaoa= Expenses.

Pfacer of PaparaK-shatl hz,ve the caeaaiagr assigned to such term by Set*oa 4 hereof.

Priority lands--shall mean all ra.eaue bonds. Coatsaauai Obligations or other evidences of

-indebtedness which may hereafter be issued and incurred in aecordaaee with the provisions of Section

19 hereof, and secured by a. Mt lien an and pied;e of the Net Revenues of the ( t) Elsarsc Light and

Power System and (U) waterworks and Sewer System.

Refunded Bonds-shall in= the City's presently outstanding and unpaid Electric. Waterworks

and Sewer System Refunding Revenue Boads. Series 1979 and Utility System Revenue Bonds. Series

I through 10. more particularly described in the preamble of this Ordinance.

Requrrat Rervvt•-shall mean the amount required to be accumulated and maintained in the

Reserve Fund under the provisions of Se=on U.

Ssperare Lan Obligations-shall mean chose Obligations ( t) issued or incurred by the City

payable solely from the Net Revenues of either the Electric Light and Power System or the Net

Revenues of the Waterrfrs and Sewer System. but not both ( ii) incurred pursuant co express charter

or statutory authority heretoforrc or hereafter adopted or enacted and ! di) which by the terms of the

ordsnance authotrtuti their issuance or the incurring of the obligation provide for payments to be

made by the City forthe retirement or payment thereof to *secured solely by a lien on and pledge of

the Net Revenues
of the Electric Light and Power System or the Net Revenues of the Waterworks and

Sewer Systete. but not both. of equal dignity with the lien on and pledge of said N et Revenues

securing the payment of the Bonds.

Series 1982 3onds-shad mean the "City of Austin. Texas. W ater. Sewer and Electric Refunding

Revenue Bonds. Series 1982" authorized by this Ordinance.

South rexas Pro1eet-shala mean the Cry's ownership interest in two nuclear steam e3e=c

genemung uluts and related land a raciLities. &a mom particularly the South Teas

ProjeeParticipation Agreement effeae as of December 1, as amended.
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Sysrams-snall mean coAecuvely :he Electric L:ght and Power System and the Waterworks and

Sewer System.

.Vaurwarks and Sewer Svsrem-means all prooe.^.tes. factiittes and plants currently owned.

operated and maintained by the City for the supply, treatment and transmission of treated potable
water and the collectton, treatment and disposal of water•carrted wastes. together with a1L future
extensions. tmproveatentz, replacements and additions thereto: provided. however. that aotanthstand-
;ng the foregoing, and to the extent now or hereafter authorized or permitted by law. the term
"waterworks and Sewer System" shall act mean to inciude facilities of any kind which are declared
not to be a part of the Waterworks and Sewer System and which are acquired or constructed by or on
behalf of the City with the proceeds from the issuance of"Specal Faaliues Bonds". which are hereby
defined as ban= special revenue obligations of the City which are not Priority Bonds. Bonds or
Separate Lien Obligations but which are payable from and secured by other liens on and pledges of
any revenues, sources or paytrtents, not pledged co the payment of Priority Bonds, the Bonds or
Separate Gen Obligation asduding, but not limited co. speaal contract revenues or payments received

from any other legal entity in connection with such faaiittes.

SECTION 11: Pted`e. That the City hereby covenants and agrees that. sublect only to any prior hen on
and pledge of the Net Revenues of both the Electric Light and Power System and Waterworks and Sewer
System to the payment and security of the Priority Bands. including the establishment and maintenance of
the special funds hesesifter created and established for the payment and security of the Priority Bonds, the
Net Revenues of both Systams. with the esszpdon of thaw in excess of the amounts reqtured for the
payment and security of the Bonds. are hereby irrevocably pledged. jointly and severally, to the payment
and security of the Bonds. including the establishment and maintenance of the special funds created. and
established by Seaioas 15 and 16 of this Ordinance. all as heresnalter provided;- provided, hoaever, the -
City has retained the right to issue or incur Separate Lien Obligations.

Ss=o" 17- Ratsraad CJiar=ss That for the benefit of the holders of the 'tends and in addition to

all previsions and covenaats in the laws of the State of Texas and in. this Ordinanaa the Cry heretry
expressly stipulate: and agroes. •►hik any of the Pl7ority Bonds or the Bonds are outstanding and unpaid.
to establish and maintain ran and charges for t'acuIties and services afforded by the Eiearsc Light and
Power System and the %vanss^orla and Sewer SyRm to provide Gross Revenues in each Fiscal Year from
each System Sllftgnt

( 1) To pay the respective Maintenance and Operating Expenses thereof.

(Z) To provide amounts required to establish. maantain or restore, as the ease may be, a required
balance in any reserve or contingency land created for the payment and security of Separate Len
Obitganons.

( 3) To produce combined Net Revenues of the Systems sut3fcent co pay the amounts rsqutred to
be deposited in any reserve or contingency fund created for the payment and security of the Priority
Bonds. the Bonds, and other obligations or evidences of indebtedness issued or incurred that are
payable only from and secured solely by a lien on and pledge of the combined Net Revenues of the
System and

(4) 're produce combined Net Revenues or the Systems (after satisfaction of the amounts
required in be paid in 2 and 3 above) equal to at least the sum or(i) I.ZS times the annual prtnapai
and interest requirements (or other similar payments) for the then outstanding Priority Bonds and
Separate Lien Obligations and (al 1.10 times the total annual pnnapal and interest requirements (or
other statist paytaents ) for the then outstanding Bonds and all other indebtedness (except Priority
Bonds and Separate Lien Obligations) payable only from and secured solely by lien on and pledge of
the Net Revenues of the Systems. either or both.

SIC 710r4 13. Electric Light and P~ System Fvnd The Cry hereby covenants and agrees that Gross
Revenues of the Electric Light and Power System shall be. as coilecsed. deposited into a separate account
hereby created and established with a depositary bank of the City and to be known as the "Electne f.,ght
and Power System Fund" (herein called the "Electne Fund") and co keep such revenues of the Electric
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L.ent and Power SysteI slparzt: an- ae_r. `rra 'i. .ner ,'uncs if ,e - :,, ^:I ;evecues depositen in Me
Eic.:^c Fund shall be pledged and a„^proprtated.:o tnc extent r!qutrec ;or Mc following uses and is :hc

:roar if precedence shown.

Ftrzsr. To the payment of all necessary and ressonabte Maintenance and Operating Sr•spenses of
the E:e=e Light and Power System. as defined heretn or required by statute to be a drst chlrEe on

and claim against the Gross Revenues thereof.

SBeoNO: To the payment of the amounts required to be deposited in any special iunds or

accounts mated 'or the payment and securtrr of the ?non-,-v uo :cs.

Txtxo: To the payment of the amounts required to be deposited in the Reserve Fund created by
this Ordinance to establish and maintain the Required Reserve in accordance with the provisions of
this Ordinance or any other ordinance relating to ob(tgauons for which the Reserve Fund was mated

and established co pay.

Fouxrft: To the payment of the amounts required to be deposited in the Interest and
Rcdemptton Fund created and established by thu Ordinance for the payment of principal of and
interest on the Bonds as the same becomes due and payable and the payment of Separate Lien
Obligations secured by a lien on and pledge of the Net Revenues of the Electric Light and Power

System.

Any Net Revenues remaining in the Electric Fund after satisfying the foregoing paymenss. or making
adequate and sufficient provision for the payment thereof. may be appropriated and used for any other
City purpose now or hereafter permitted by law.

Seerrota 14: Water and Sewer System F•Jnd. The City hereby covenants and agrees that Gross
Revenues of the Waterworks and Sewer System shall be, as collected, depostteq.into a srparsWaaetaun^
^ereby created and established with a depository bank of the Cry and to be known as the "
Sewer System Fund" (herein called the "Water and Sewer Fund") and to keep such revenues of the
Waterworks and Sewer System separate and apart from all other funds of the Cry. All revenues deposited

is t!;p Water and Sewer Fund shall be pledged and appropriated to the =tent required for the following

uses and in the order of precedence shown:

Fitesr. To the payment of all accessary and reasonable Maintenance and Operating Expenses of

the Waterworks and Sewer System. as dettned herein or required by statute co be a first charge on and

claim against the Gross Revenues thereof.

SECOtm To the payment of the amounts required co be deposited in any sper.al funds or
accounts treated for the payment and security of the Priority Bonds.

Txnt= To the payment of the amounts reqtured to be deposited in tne Reserve Fund created by
this Ordinance to establish and maintain the Required Reserve in accordance with the provisions or
this Ordinance or any other ordinance relating to obligations for which the Reserve Fund was created

and established to pay.

Fouit'rfc To the payment of inc amounts required to be deposited in the Interest and
Redemption Fund created and established by this Ordinance for Lite payment of pnnctpal of and
interest on the Bonds as the same becomes due and payable and the payment of Separate Lan
Obligations secured by a lien on and pledge of the Net Revenues of the Waterworks and Sewer

System.

Any Net Revenues remaining an the Water and Sewer Fund after satisfying the foregoing payments.
or making, adequate and sufficient provision for the payment thereof. may be appropriated and used for
any other City purpose now or hereafter pertn:ned by law,

SEcTioN IS: Reserve Fu+►Q For purposes of aeer.:muianna and maintaining funds as a reserve for ;he
payment of the Priority Bonds and inc Bonds. the City agrees and covenants co create a separate and
special fund or account to be known 3 the Combined P!edge Revenue Bond Common Reserve Fund-
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cne -R.-serve Fund"i. .^a 1:1 :'unds -^:.aec ,-..e:a e^c:_y r.; ...'• a _.._ accme . e^r;•ed or

ccc:•ed (ram deposits or :avestments ,..... --.:. -. .._......... . .... .r.._._s, _-^ .,__e-npr.cn Fund

cstaolished in Section 16 hereof 'until ^ucr. :enass as :.._ .. ,s on ae:.,s;t ,. ,..,. Raser:e F,.;nd tae

Required Reserve ) shall be used soiely or he payment of the pnncpal of and mten:st on the Pnonty

3nnds and the Bonds on a pro rata basis. w hen ( whether at maturity, upon mandatory redempaon,pnor to

rnstu:sty or any interest payment date) and to the extent other funds available for such purposes are

insufficient, and, in addinoa. may be used to retire me iast of the P-or.r: Bonds or Bonds outstanding.

Simultaneously with the delivery of the Series 1982 Bonds to the initial purchaser thereof. the City

shall deposit in the Reserve Fund the sum of S35.000,000, hereby determined to be the Required Reserve
for the Series 1982 Bonds. As and when Additional Panty Bonds or Priority Bonds are delivered or
i ncurred. the Required Reserve shall be increased. if required. to an amount equal to the greater of ( I)
S85.000.000 or ( ii ) the average annual requirement ( caJculated on a calendar year basis ) for the payment
of prtnapai of and interest ( or other similar payments ) on all Priority Bonds and Bonds then outstanding.
as determined on the date the last series of Additional Panty Bonds or Priority Bonds are delivered or
;ncurred, as the case may be. Any additional amount required shall be so accumulated by the deposit in
she Reserve Fund of all or any post of said required additional amount in cash i mmediately after the
deliver of the then proposed Pttortry Bonds or Additional Panty Bonds. or. at the option of the City, by
the deposit of said required additional amount ( or any balance of said required additional. amount not
deposited in cash as pernuned above) in monthly instaittaeass. made on or before the last day of each
month following- the delivery of the thee proposed Additional Parity Bonds or Priority Bonds. of not less
than 1/60th of said required additional amount ( or 1/60 of the balance of said requared additional
amount not deposited in cash as permitted above).

When and so long as the money and investments in the Reserve Fund total not less than the Requtredr
Reserve. no deposits need be made to the eredit ottbe Reserve Fund: but when and if the Reserve Fund at
any time contains less than the Required Reserve ( otssr than. as the result of the issuadae of Additional
Panty Bonds orPriotiry Bonds as provided in the preceding partiraph), the Cry covea::tts and agrees to
cure the deficiency in the Required Reserve withtn, twelve ( 12) months front the date the deficiency in
funds occurred with available Net Revenues in the Electric Fund and the water and Sewer Fand, and the
Ca f hereby covenants and agrees that, subjea oqLy to payments required for the payment or Principal or
and interest on the Prior" Bonds and the estsblisknseat and maintenance of any special funds eeated for
the payment and security thereor all Yet Revenues remaining in the Eketne Fund and the Water arid
Sewer Fund shall be applied and appropriated and used to establish and maintain the Required Reserve
and co cure any de8aeney in such amount. as required by the terms of this Ordinance and any other
ordinance pertaining to obli;auoas the payment of which are secured by the Required Reserve.

Notwithstanding the fore=o{ns provisions contauted. in this Section pertaining to an increase in the
Required Reserve, in the event Priority Bonds are hereafter issued or incurred and the ;rocs.iags

pertaining co the issuance or iacurreuce thereof provide for, or require, the creanon and establishment, or
reaffirm the creation and establishment. of a separate and special reserve or contingency fund for the
benefit of such obligations. the amount to be accumulated and maintained in such separate and speaal
reserve or contingency fund shall offset and be subtracted from the inerease, i f any, in the Required
Reserve as hereinabove requtred.

Durtn` such time as the Reserve Fund contains the total Required Reserve. the Cry may. at its
option. withdraw all surplus in the Reserve Fund in excess of the Required Reserve and deposit such
surplus in the Interest and Redemption Fund. The City hereby designates its depositary bank or banks as
he custodian or the Reserve Fund.

SFGRioN 16: Interest and Redempnan Fwd For purposes of providing funds to pay the prinespal of
and interest on the Bonds as the same becomes due and payable (whether at maturity or upon mandatory
reaentpuon }. the Cry agrees to create or maintain at a depositary bank of the Cry a separate and sp=ai
accunt or fund known as the "Cr,, of Austin Interest and Redemption Fund No. One" ( ,he Interest and
Redernpt:on Fund-). The City covenants that there shall be deposited into the interest and Redemption
Fund from the Net Revenues in the 2Ieezr7e Fund and the Water and Sewer Fund after the deduction of

B-I4
Exh3bit 3 to Utility Coaatsuctioa Cont-ract - Page 16 of 27

P-NA00646
95



pavmenes required co be made co the Reserve Fund. if any, ind the speea! funds or accounts created for
one hundred per Centum ( 100%) of

:heinc amount required to fully pay the interest and pnnapal. and mandatory redemption payments on the
Bonds. Calling due an or before the next maturity or mandatory redemption date for the Bonds. such

cavmenu to be made in equal monthly nstaAVmuand Sewer Fund in the month ( after the deducnoe of
made an or before

'Net Revenues in the Eieeuzc Fund and the ter
payments required co be made to the Reserve Fund. if any, for the benefit and security of the Priority
Bonds) are then insufficient co make the requtred payments into the Interest and Redemption Fund. ehen
the amount of any deSdene/ in the payment shall be added co the amount ocher4nse required co be paid

into the Interest and Redcnsption Fund in the next month.

SfieTtoN 17: Pay+nazt of Benda
On or before November l4, 1982. and semiannually on or before the

14th day of May and November thereafter while any of the Bonds are outstaadiag. the City shall make
available co the paying agents thatsfor, in funds which will be immediately available on the next
succeeding business day, out of the Incerest and Redemption Fund and the Reserve Fund. if necessary.
money suAtaent to pay such interest on and such panapai of the Bonds as will accrue or mature or came

ectively
due by reason of redemption prior to maturity on each November 15 and 1^ ay

15,
rô.zad Curn'uhThe

p

ayna= agents shall cancel or destroy all paid Bonds. o^destrueaan.
coupons appe . $ thereto.

with an appropes

StCZ'toN l8: /rtveanwenr of Certain Funds. (a) Mon` deposits o^+ establishfedd^i to this
by

Ordinance may, at the option of the City, be placed in ,m
secured

obligations of the type hereinafter described. or be invested. including investments held in book-entry
form. in direct obligations of the United States of Atnerus. obligations guaranteed or insured by the

United States of America. ,rhyed, in the opinion of the Attorney General of the United States
. are backeit

by its full faith and, credit or represent =^elimitedt^o. evidencesvo^f indei;te
indirect o

dness rbstud. msuredtor
United Scatee of America. including,
guaranteed by .such governmental agencies, as the Federal Land Banks. Federal Intermediate Credit
Banks. Banks for Cooperatives. Federal Home Loan Baaks. Government Naaonai Mortgage Assoesattan.
Untted States Postal Service. Farmers Home Administration. Federal Rome Loan Mort;ap Association.the da:U
Small Business Administration. Federal. Houaia4 Assa and investments shall be r^+sad^e^ n such a maaner
,^ssets Financing Trust: provided, that all such depo

^

that the money required to be expended frons any Fund will be available at the proper time or times. Such
investments (except State and. Local Covernsaeat Series investments held in book entry form. which shall
at all times be valued at cost) shall be valued in terms of current market value within 45 days of the dose
of each FFsd Year. Al! interest and income derived from deposits and investments in the Interest and
Redemption Fund immediately shall be credited co, and any losses debited to. the Interest andthe
Redemption Fund. All interest and interest income derived Aro^ hereof. be ctdicedYO and depomted
Reserve Fund shali. subject co the Iiaatanons provided necessary co
in the Interest and Redemption Fund. All such investments shall be said promptly w
prevent any default in connection with cne Bonds and with respect to the Reserve Fund, the Priority

Bonds.
City. co the extent not invested. shall be secured in

(b) That money ' b^a^Co securing
by thisfunds Ordirtance.

the manner prescribed
sions

SECrtaM 19: Issuance of Prtarrry mrdddth°^^t°^^^rst be satisfied. the uCiry^resetyaseche r9^=he to
hereinafter appearing as co conditions preced ent
issue. from time to time as needed. Priority Bonds and Additional Parity Bands. either or both. for any

lawful purpose. Such Priority Benda or Additional Parity Bonds may be issued in such form and manner
as now or hereinafter authorized by the laws of the state of Texas for the issuance of evidences of
indebtedness or other instruments. and should new methods or financing techniques be developed that
dirTer from those now available and in normal•asa. the City reserves the right co employ the same in

i ts

Raanaa= arrangements provided only that the same conditions precedent herein required for the

autnorrution and issuance of the same are satisfied.
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( s) Conditions Precedent for Issuance of Prrorrty, 3onds .rna jaatt=onai Purr), 3onas-Ctnerat

^rmsrv
(r) The Director of Finance of the City (or other officer of he City tile" havtng the

responsibility for the finaneal ads= of the City) shall have executed a certtfica.e stating `.. rhat c'e
City is riot then in default as to any covenant. obligation or agreement contained in any or_rnancs if
ocher proceeding relating to any obligations of the City payaoie from and secured by a iien 5n arid
pledge of the Net Revenues of the Systems. either. or both and (i t ) all payments into all special funds
or accounts created and established for the payment and security of all outsianding oblrgattons
payable from and secured by a lien on and piedge of the Net Revenues of the Systems. either or both.
have been made in Nil and that the amounts on deposit in such special funds or accounts are the

amounts then required to be deposited thereta.

(6) The Priority Bonds and Additional Parity Bonds (except Contractual Obligations and
evidences of indebtedness due within 12 months from the date of the issuance thereofl shall be
scheduled to mature or be payable as to principal on November 15 or May t 5( or both) in each year
the same are to be outstanding or during the term thereof.

( b) Conditions Precedent for Issuance of Priority Bonds and ^iaditrnnai r'arrrv Bonds-Caprta(

It*rerwemettt.t The. City covenants and agrees that neither Pnortcy Bonds or Additional Panty 3onds will
be issued for the purpose of ttnaadng Capital Impro'nsneam unless and until the conditions precedent in
subparagraph (a) above have been satisfied and, in addition thereto, the City has secured:

(i) for the issuance of Prterity Bonds. acsMficate or opinion of a Cuaned Public Accountant to

the effect that, according to the books and records of the City, the Net Earnings for the preceding

Fiscal Year or for 11 consecadve months out of the IS months immediately preceding the month the

ordinance authorizing the Priority Bonds is adopted are at least equal to the sum of (i) 1.10 times the

avenge annual req{tireasent for the payment of principal and interest (or other stmtiatpayments ) for

the Bonds outstanding and all other outstanding- obligations (except Priority Bonds and Separate Lien
Obligations) that are payable only from and secured solely by at lien on and pledge of the Net
Revenues of the Systems. either or both.' and (U) 115 times the average annual requirement for the

payment of principal and interest (or other sitQilar payments) for all outstanding Priority Bonds and

Separate Lien Obligations after giving e?eettito the Priority Bonds then proposed. In making a
determination of the Net Fsrmngs. the Aaounsnt may take into consideration a change in tne rates
and charges for services and fatiities aSorded by the Systems. either or both. that became effective at
least sixty (60) days prior to the last day of the period for which Net Earnings are determined and. For
purposes of satisfying the above Net Earnings teu, make a pro forma deterrntnaaon of the Net
Earnings for the period of time covered by his caretnanon or opinion based on such change in rates

and charges being in. effect for the entire period covered by the Accountant's
certificate or optn3on: or

( ii ) for the issuance of Additional Panty Bonds. a cernAate or opinion of a Caraned Public
Accountant to the effect that. according to the books and records of the City, the Net Earnings for the
preceding Fiscal Year or for lZ consecutive months out of the t 5 months immediately pre»dtng the
month the ordinance authoriang the Additional Parity Bonds is adopted are at least equal co the sum

of ( i) t.10 times the average annual reQuuameat for the payment of principal and interest (or other
similar payments) for the Bonds outstanding and all other outstanding obligations (except Priority
Bonds and Separate Lien Obligations) that are payable only from and secured solely by a lien on and
piedge of the Net Revenues of the Systems. either or both. including the Additional Parity Bonds then
proposed and (ti) 1.23 times the average annual requirement for the payment of principal and
interest (or other similar payments) for all outstanding Priority Bonds and Separate Lien Obiigaaoas.
In making a determittanon of the Net Earnings. the Accountant may take into consideration a c.+tange
in the ram and charges for services and facilities atforded by the Systettu. either or both. that became

effective at least sixty (60) days prior to the last day of the period for which vet Earnings are
determined and. for purposes of satisfying the above Net Earnings tat. make a pro forma
determination of the Net Earnings of the Systems for the period of time covered by his cersftatton or
opinion based on such change in rates and charges being in effect for the entire period covered by the
A=un=t's cartificate or opinion.
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z,s .ued in .his Secnon. ',he term
et Earnings" shall mean the combined Gross Revenues of the

^,sce.^..s after deducting the combined Maintenance and operating Eipenses of the Systems. but not
c::eaorcures which, under standard accounting practice. should be charged to capital expenditures.

Conditions Precedent for l.rsuance of Pnorrnr Bonds or Additional Parity Bondt-Caprrat

iaazrrons: (:) Initial Issue. The City covenants ana agrees that neither P^ortty Bonds nor ACditsonal
Parry Bonds will be issued for tae purpose of Rnanang Capital Additions for integration into the Systems.
a:c^cr or both. unless the same conditions precedent specified in subparagraph ( a) above have been
sac:sied and. in addinon :hereto, the conditions precedent specned in subparagraph (b) above are
sa:^tiicc or, in thalternative, the City shall have obtained:

, a) from an Independent Engineer a comprehensive Engineering Report for the Capital
Addruon to be financed. which report shall (a) contain ( i) detailed estimates of the con of acquiring
and constructing the Capital Addition. (2) Ghe estimated date the acquisition and construction of the
Capital Addition will be completed and commerdaily operaave, and (1) a detailed analysis of the
mpaa of the Capital Addition on the flnanaal operations of the system Cor which the Capital
-kddiuon is to be integrated and to the Systeau. as a whole. during the construction thereof and for at
east 9ve Fiscal Years after the date the Capital Addition becomes commercially operadve, and (b)
=oncfudes that ( 1) the Capital Addition is necessary and will substantially increase the capacity, or is
needed to replace existing faelines, to meet current and projected demands for the service or product
co be provided thereby, and (2) the estimated cost of providing the service or product from the
Capital Addition will be reasonable in comparison with projected costs for furmahint such service or
product from other reasonably available soureex and

(b) a comfiest-of the Independent Esigzneer to the effect that. based on the Engineering Report
prepared for the Capital Addinon, the projected Net Earnings for each of the Hve Fiscal Yews-
subsequent to the date the Capital Addition becomes mmmeraalty operative (as estimated in the
Engineering Report) will be equal co at least the sum of (i) t.2S ttmes the average annual
reqtaremena for the payment of the principal and interest (or other similar payments) for Priority
Bonds and Separate Lien Obligations then oacstandinsor incurred and all Priority Bonds estimated to
be ,ssued, if any, during the period fronr_ttsa date the Hrsr series of obligations for the Capital
Additions Is co be delivered, through the 5th t'igseal Year subsequent to the due the Capital Addition is
estimated to become commerdatly oper1n"G for all Capital Improvements and for all Capital
-kddinons then in progress or then being initiated and ( ii ) t.10 times the average annual requirements
:or the payment of principal and interest (or other similar payments) for Bonds and all other
obii;auons (other than Priority Bonds or Separate Lien Obli;anons) payable solely from the Net
Revenues of the Systeszu, either or both. which are then outstanding or incurred and all Bonds or such
other obligations estimated to be usued. if sny, during the period from the data the first series of
obligations for the Capital Addition is to be delivered through the 5th Fiscal Year subsequent to the
aa:e the Capital Addition in estimated to become commercially opersnve, for all Capital Improve.
:nents and for all Capital Additions than in progress or then being initiated.

(ii) Subsequent Issues. Once a Capital Addition has been initiated by meeting che conditions
precedent specified in subparagraphs ( c)( i)( a) and ( c)( i)( b) above and the initial Priority Bonds or
Additional Parity Bonds delivered therefor, the City reserves the right to issue Priority Bonds and
Additional Parity Bonds, as the case may be, to Anance the costs of such Capital Addition in such amounts

as may be necessary to complete the acquisition and construction thereof and make the same commercially
operative without -sansfacnoa of any condition precedent under subparagraphs ( c)( i)( a) and ( c)( i)( b)
or subparagraph (b) of this Section but subject to satisfaction of the following conditions precedent

(a) the City makes a forseast (the "Forecast") of the operations of the Systems demonstrating

the Systems' ability to pay all obligations. payable solely from the Net Revenues of the systems. either
or both. to be outstanding after the issuance of the Priority Bonds or Additional Parity Bonds.chen

being issued for the period (the "Forecast Period-) of each ensuing Fiscal Year :hrough the 5th

Fiscal Year subsequent co the latest estimated date the Capital Addition then bang Ananrd is

expected to be commercially operative. and
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