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. 777,
Financial Guaranty Insurance Policy

Obligor:

Obligations:

Ambac Assurance Corporation
One State Street Plaza, 15th Floor
New York, New York 10004
Telephone: (212) 668-0340

Policy Number:

Premium:

Ambac Assurance Corporation (Ambac), a Wisconsin stock insurance corporation, in consideration of the p nt of the
premium and subject to the terms of this Policy, hereby agrees to pay to The Bank of New York, as trustee, or its u essor (the
"Insurance Trustee"), for the benefit of the Holders, that portion of the principal of and interest on the above-descri ti'gations
(the "Obligations") which shall become Due for Payment but shall be unpaid by reason of Nonpayment Obli

Ambac will make such payments to the Insurance Trustee within one (1) business day following wri i tio of
Nonpayment. Upon a Holder's presentation and surrender to the Insurance Trustee of such unp ' atl s
uncanceled and in bearer form and free of any adverse claim, the Insurance Trustee will d' u to the d the a t
principal and interest which is than Due for Payment but is unpaid. Upon such disbu er , bac 1 the owner of
the surrendered Obligations and/or coupons and shall be fully subrogated to all of t H er rig yme eon.

In cases where the Obligations are issued in registered form, the Insurance Trustee is cipal to o r only upon
presentation and surrender to the Insurance Trustee of the unpaid Obligation, d f any claim, together
with an instrument of assignment, in form satisfactory to Ambac and urance du the Holder or such
Holder's duly authorized representative, so as to permit ownershi of tion ste i name of Ambac or its
nominee. The Insurance Trustee shall disburse interest to a r a ed t upon presentation to the
Insurance Trustee of proof that the claimant is the person entitl e ^. st Obligation and delivery to the
Insurance Trustee of an instrument of assignment, in form tisfa urance Trustee, duly executed by the
Holder or such Holder's duly authorized represents ll under such Obligation to receive the
interest in respect of which the insurance disb t was de. sh ' e subrogated to all of the Holders' rights to
payment on registered Obligations to the extent insurance disb ts made.

In the event that a trustee or paying or bligations no ' that any payment of principal of or interest on an
Obligation which has become Due f

Pere
t 'ch is ma a Holder by or on behalf of the Obligor has been deemed a

preferential transfer and theretof r der to the United States Bankruptcy Code in accordance with
a final, nonappealable order of a u of co ju Holder will be entitled to payment from Ambac to the extent
of such recovery if suffici ds r^r ise availa .

As used herein, the ^ any pe c r than (i) the Obligor or (ii) any person whose obligations constitute the
underlying secu rce tions who, at the time of Nonpayment, is the owner of an Obligation or of
a coupon relating As. As 'n, "Due for Payment", when referring to the principal of Obligations, is when
the s t mandat emption date for the application of a required sinking fund installment has been
reac not any earlier date on which payment is due by reason of call for redemption (other than by application
of q red sinking lments), acceleration or other advancement of maturity; and, when referring to interest on the
Ob g io ed date for payment of interest has been reached. As used herein, `Nonpayment" means the failure
of sufficient funds to the trustee or paying agent for payment in full of all principal of and interest
on the tions h are Due for Payment.

This Po able. The premium on this Policy is not refundable for any reason, including payment of the Obligations
prior to . This Policy does not insure against loss of any prepayment or other acceleration payment which at any time
may become due in respect of any Obligation, other than at the sole option of Amber, nor against any risk other than Nonpayment.

In witness whereof, Ambac has caused this Policy to be affixed with a facsimile of its corporate seal and to be signed by its duly
authorized officers in facsimile to become effective as its original seal and signatures and binding upon Ambac by virtue of the
countersignature of its duly authorized representative.

c^
Pe 04 "'a-44-v ` ^ I °/AV NO (C ^^:^,

President Secretary

Effective Date: Authorized Representative

THE BANK OF NEW YORK acknowledges that it has agreed ^
to perform the duties of Insurance Trustee under this Policy.

Form No.: 2B-0012 (1/01) Auth d Officer of Insurance Trustee
A-
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COASTAL SECURITIES
Financial Advisor to the District
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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 Some 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--Tiealth 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 best

EXitIgZT "$" TO CREATION AGREVI.ENT
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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 11097, Texas Revised Civil Statutes,

and Chapter 54, Texas Water Code.

NOW THEREFORE, KNOW ALL MEN BY THESE PRESENTS, that for

same in consideration of the premises and the mutual 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 "Pro3ect" 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 oversizing of any of the failities comprising the Project,

provided: (i) that the City bears the cost of such oversizing

and any related engineering expenses; (ii) that the total cost

2
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of the Project to the District is not increased as a result of

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

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 THE ACQUISITION OF THE PROJECT.

2.01 Subject to the limitations hereinafter set forth, the

District agrees that it will proceed, as promptly as possible

and to the best of its 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 Pro3ect 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

riqjts-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 CITY

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 outstanding 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

( redeeming 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 eAtraordinary or unexpected

expenses or costs reasonably and necessarily

incurred by the District in connection with the

Bonds and the Projects, such as expenses of

litigation, if any; and (3) costs of special

studies and special professional services, if and
when required- by any governmental directive or

regulation, or as may be agreed to by the City

and the District; provided, however, that the

City shall not be obligated to pay District

expenses of litigation if the City 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
S.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
.

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

7
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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 Not Revenues of the Electric Light and Power System

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

lie 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 Not 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) 1.25 times the annual

principal and interest requirements (or other

similar payments) for the then-outstanding

Priority Bonds and the Separate Lien Obligations
and (2) 1.10 times the total annual principal and
interest requirements (or other similar payments)

for the then-outstanding Bonds and all other

indebtedness (except Priority Bonds and Separate
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
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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 Pro]ect,

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
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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 mainta^n 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

th4L 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
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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

thgreon.

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
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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.

14
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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;

epidemics; landslides; lightning; earthquakes; fires;

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 Ma3eure, 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 Majeure, 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 Majeure 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 Ma)eure

15
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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

jurisdiction 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 *.he

creation of the District and shall be binding upon the City for

a period of one (1) year following the approval of this Contract

16
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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 DeLaRosa City Manager

City Attorney MN ^ 6 1983
Date: --

NORTH AUSTIN MUNICIPAL UTILITY

DISTRICT NO. 1

By_
resident, Board of Directors

Date:
l I 917 _

2663R/SBL

17

P-NA01369
822



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 Springst 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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AN OnanaA+es by die Cry Couadi of the Cry of Auum. Texas. auchosaa8 the usuancc of

S598,000,000 "Crrr or At=v4. Tmc.As, WArn. Srmu A+n Fssc.mc Etipmonwc Rrnm Bonos. Smurs

1982"; prn4ibca= the form of the bands and the foealof the iaterest coupons; pledging the act revenues of

the City's Wacerworlcs and Sewer System and IIaasic Light and Power System co the payment of the

prsnapal of and uuesssc on said bonds --!fag provisions incident and reizied co the issssaae. pzym=c.

sccurny and delivery of said bonds~ and daGatini an emersaae/.

Pytsad March 3. 1982
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ORDINANCE NO, 320303-A

^

,w O^cv^"c5 by the C:ty Councl of che CicY of Austin, Te^as. autnortung the cuuana of

S:98,000.0C0 "C:r. OF ^USrtv. Tc.e.as. %V °s. SE,;-'ER a^Z °__er^tC R=ic ^oI^G REVecu^ BONDS, SexlFs

1982", prescabmY tne form X the oc^cs ^r.c .ac :ar;a )i cae ,r..a:est cou:oas: pcedgmg the net revenues of

he Cicy's ^V'ztes^orSs and
Sewer Systern and Elect= -cg-1t and ?ower System to :he payment of -,ac

principal of .no interest on said bonds: enacung provisions cnc:aent ina re:zted co the issuance. payment.

security ind deiivery of satd bonds: and declaring an emergency

WH>1U.xs, the City of Austin. T---u '. the "CctY") has duly issued ind deiivered, and there are

currently outstanding, the following senes or issues of revenue bonds payabie from and secured by a lien

an and pledge of the net revenues of C:ty's Electric Light and Power. Waterworks and Sewer System. co

wit:

(1) Cry of Austin. Texas; Uuliry SYstem Revenue Bonds. Series 1,
dated April 1. 1977, now outstanding in che aggregate S 0000.000

oC. __... .......^.»»... ». .._ . »peiadpai amount

(2) City of Austta. Texas. Utility System. Revenue Bonds. Series 2.
dated October 1, 1977, now outstanding in the aggregate

SS,000,000
prsncpal amount o f ...» _ ». _ r. ... .- - ..-- »_. -• -

(:3) Cry of Austin. Teatas, Utility System Revenue Bonds. Series 3,
dated Aptil 1. 1978, now outstanding in the aisniwA

000,00078
pcinapal amount of.. -- ----° »'- ,

( a) City or Austin. Tess:. Utility System Reveaue Bonds. Series 4,
dated October 1, 1978, now outstanding in the aggregate 180.00076
principal amount of --- ,

( 5) Cry of Austin. Texas, Utility System Revenue Bonds. Sales 5.
atedated March I. 1979, now outstanding in, the aggreg 000.00079

psaapai amount of
,

(6) Cry of Ausaa.'rexss. Utility SYVAm Revenue Bonds. Series 6,
dated September L. 1979, now outstanding in the aggregate

000.00060
pciadpai amounr ot

.

(.7) Cry of Ausda. Texss. Udliry System Revenue Bonds. Series 7.
tedated July 1, 1980, no3r outstanding in the aggrega

aS.J00.000
priasipa! amount of .

(8) Cry of Ausnn. Te.us. Utility System Revenue Bonds. Series S.
tedated January 1. 1981, now outstaaduti in the aggrega 45,000.000

ptiaapsi amount

(9) City of Ausun, Taxss. Utility System Revenue Bonds, Series 9,
atee •gdated June 1, 1981. now outstanding in the aggr 27,000.000..,__..._._...._.........pnndpal amount of _.^ --.---- --•

(l0) Cry of Austtn. Taw, Utility System Revenue Bonds, Series
10. dated October 1. 1981, now outstanding in the aggregate a3,000,000
prmdpal amount a( .... _..... ».».... . .^ _» ..».. _......

tna Waterworks and Sewer System'bi11) te.,C,iry of Ausna. Texss.
Ret'uadin^ Rcveaue Bonds. Senes 1979, dated JuIY I, i 979,

' 000665303._.»....aow outstanding cn the aggregate prn°apat amount ot ,,

A',D t,yHMtL" the City Counai of the City has determined and hereby Rnds that refunding hoods
snould be cssued in an amount sufficient. together with other available funds of the Cry, to refund alI the

above described bonds for the reasons set forth sn Section 4.1 heteof. pay the costs of essuanes of the

refunding bonds and provide a debt service reserve for the refundint bonds; and

• wHmtB.s,=, it is hereby oll8aaily found and determined that it is necessary and desirable to use
proceeds of the rafundini bonds co fund a portion of the debteQf che rfun^d.nY as heresnuier^suoa a

d 15
rthb now,

co e:fecsveiy matites the bonds and acaieve cne puno '

cherefora.

3-1
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BE IT ORDAlNED By TI{E CITY COVNCII, OF THE Ct-r- OF AUSTIN, TEXAS:

^ SECrtOa 1: ^tudson:anort-?rr+scrpa! ,;mounr-Srrrer Desrgnar+on. For the purpose of refun-

ding all outstanding CtT`r OF AusTtrr, T1As, F.LSC7AIC. WATERWORKS AND SEWER SYSTDi Rr:rt;`+OING
REVlZYu! BoMOs and Crrr or AusTtrt, TExA.s, UTiicrr SvsrEx REvENt1E 3oaos, there shall be and
there ts hereby authorized to be issued a series of bonds, each payable co bearer, but sublect to
registration as to the payment of principal, in the principal amount of Ftvg HuNDREa NtyErY•clGtt'r
MD.uort Dot.i.Aas (5398,000,000), co be designated "Crrr OF .ausnN, TLV-ws, ti'/AreR, SEWER Avo
Etserxse Rirtrrtott+o Rsvutua Botvos. Smuts 1982" (the '*Series 1982 Bonds"), pursuant to
authority conferred by and in conformity with the laws of tne State of Texas. pamcuiariy Article

as amended. `/.A.T.CS.

S=T=4 Z. Rai,= The Series 1981
Bonds shall be dated March 15, 1982: shall each be in the denotnsnanon of Five Thousand Dollars
(55,000); shall consist of 119,600 bonds. numbered consecutively from One ( I) upward and shall
mature and bear interest at per annum rates in accordance with the followtnY schedule:

AqV C71f

Be" NwNWes Mamnry PnnorOSl latoet
(AU taelydwl Olen Aseost Rate

I to 435 November 15, 1982 S 2.175,000 8.25%
436 to 1,506 May 15, 1983 5,355,000 8.75%

i,307 to 2.366 November IS, 1933 4,300,000 8.75°.6

5,367 to 3,264 May 15, 1984 4,490,000 9.50%

3.565 to 4,254 Noveatber 15, 1984 4,950,000 9.50.°e

4,255 to 5,283 May I S. 1985 5,170,000 10.00%

5,289 to 6,398 November 15, 1985 5.550,000 10.00%
6,399 to 7,564 May 15, 1986 5,830,000 10.4Qye

7„565 to 8.653 November 15, 1986 5,445,000 ^ 10.40%

^ 8,654 to 9,800 May 15, 1987 5,735,000 10.30%
9,801 to 11.310 November 15, 1987 7,550.000 10.80%

11,311 to I2.898 May 15, 1988 7,940,000 11.20%

^ 12,899 to 14,574 4ovem*er 15. 1988 3,380,000 1 1.20.°0

_ 14.575 co 16,344 - May IS, 1989 8,350,000 1 I.50.°0

16.345 to 18,002 November 15, 1989 8,290,000 1 l.50°a

t8,003 to 19,755 May 15, 1990 8,765,000 i 1J39e

19,756 to 21,499 November 15. 1990 3,1120,000 11.75%

21,500 to 23,345 May 15, 1991 9,230,000 12.00%

13,346 to 25,250 November l5, 1991 9,525,000 1100%

25.251 to 27,266 MAY 15, 1992 10.080,000 1 2.35.°e

Z7_767 to 29,386 November IS, 1992 10,600.000 12.25%

29,387 to 31,636 May 15, 1993 t 1,230,000 12.50%

31,637 to 33,862 November 15. 1993 1 i,130,000 12.30°le

33,863 to 36,124 May 15, 1994 11,310,000 12,75%

36;225 to 38,392 November 15. 1994 11,340,000 12.75°e

38,593 to 49,774 November IS. I 9911 55.910,000 l L0014

49,775 to 55,938 November 15, 1997 30,820,000 13.50%

55,939 to 37,218 November 15, Z001 156,400,000 14.0096

87Z19 co 94,973 November 15. 2002 38.775.000 11.00%

94,974to 119,600 November I5, 2006 123.135,000 14.23%

SBC7TOn 3: Inrerat The Series 198Z Bonds shall bear interest from date until patd, or redeemed
:n accordance with the terms prescribed therafor. at the per annum rates shown above, such tnterest :o

^ be evidenced by interest coupons attached to each of said bonds and satd interest shall be payable on
November 15. 1982. and setmanntrslly thereafter on May 15 and November 15 in each ,vGar.

3-2
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SECTION 4' Payment o( Bondi-^t^T,•'rn^ .^grnr-;^d^rsrror u0:h Y r',.^.C:oSI of and nterest Cn the

Series 1982 Bonds shall be pa}abie in lawful M oney of :ne Crsced States of -\r.tertca. ,t.^.out

cschange or coiler..ion charges to the owner or holder cnereof. -eon presenta::on and sur.eacer of

such bonds or proper coupons, at Morgan Cuaranty T.^lst Conpzn} ai ^e« Yorx, `ew Yom. ^ew

Yori: (the " Paytng Agent").

The Paying Agent is hereby designated and appatntea the Registrar for inc Series 1932 Bonds.

and. in the performance of the duties of Registrar. shall maintain and '^eep Bond ReYtstmuon Books
for purposes of registering the Series 1982 Bonds as to the payment of prtnapal and discharging the
same from reYistranon. all in accordance with the Bond Regtstrauon Provisions appearing on ,ne

Form of Bond set forth in Section 9 hereof and i ncorporated herein by reference as a part of :nis

Ordinance for all purposes.

SECTION S: Optional Rtdsmpnon. ( a) The Cry reserves the right to redeem the Series 1932

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

payment date ( and if within a maturtty at random. by lot or other customary method selected by the
Registrar), on or after May 15, 1997, at the price of par plus accrued i nterest to t^e date of

redemption Ind Without Prernrum.

( b) The Cry also reserves the right co redeem the Series 1982 Don" maturing on November 15.

1984 through November IS, 1994, in whole or in pan ( and if in part the particular Bonds to be

redeemed shall be selected by the Registrar at r'andom, by lot or other customary method ), on May

l5, 1984 or on any interest payment date thereafter, at the price of par plus accrued n:erest co the
date of redemption and without premium. provided the principal amount of Bonds to be redeemed
shall not exceed the amount of proceeds derived from the We or outer disposition of the Cry's

partsapaun; interest in the South Texas; Project and on hand i n the special escrow account referred to

in Section 23(b) hereof at the time of :he dl for redemption.

SeeTtoN 6: Mandatory Rerfetnprton. The Series 1982 Bonds hereinafter described shall also be

subject to mandatory redemption prior to maturity as follows:

(a) Series 1982 Bonds maturing an November 15. 1996, are subject, co mandatory
redemption prior to matnrisy and shall be redasraed. in pam on the dates and in the Principal

amounts set foRh below:
- Dale AfitIMASS

May 15. 1995 ..». .. ...r...._............. S 11 575,000

November 15, 1995 .. ... . r.» ..»»»_.••• t S,295,000

May 15, 1996 . .»_»...»... ...- -..• »»•- • 1 l ,020.000

(b) Series 1982 Bonds maturing on :`rovember 15. 1997, are subject to mandatory

redemption prior to maturity and shall be redeemed. in patt. on the date and in the prtnapal

amount set forth below-,
Oau Anwnet

May 15. 1997

( c) Series 1982 Bonds maturing an November 15, 2001. are subject eo mandatory

redemption prior co maturity and shall be redeemed. i ts pata, on the dates and in the principal

amounts set forth below-

Date
A'fa1111

May 15, 1998 . ._._ .»»._»_»_ ».» -»- » • S 14.665,000

November 15, 1998 .__. ».•- »••••••- -••- 18.9=400

May 15, 1999 . .. ... _... ». ....»_ ..... 16.530.000
..........._..»....._.........».November 15, 1999 21.375.000

May 15. 2000 .. ... ..» »...._.._._............_.» 1 9,725.000

November 1S. 2000 ......_.... _..... .» ........ :1,6a5.000
May 13, 200t ..•»»••»..•»».........»..»..»......... 20,355.000

8-3
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(d) Series 1982 Bonds maturing on tiovetnber 15. 2002, are subject to mandatory
redemption prior to maturity and shall be redeemed, in part, on tne date and in the anncpal
amount set forth below

Otte Afflownt

M ay 15. 2002.. ............................................. 520.630.000

( e) Series 1982 Bonds maturing on November IS. 2006, are subject to mandatory
redemption prior to maturity and snail be redeemed. in part, on the dates and in the principal

amounts set forth belo-.

Due amerm

May 15, 2003- »..». 517,370.000
November 15, 2003 .._ 19,955.000
May 15. Z004- 17,300,000
November IS, 2004 .. .. .» ».. .. I 7, a l 5,000
May 15. 2005 __.» . . . .._.__ ._.»». » ». 1 9,305.000
November 15. 2005 .^_ 15.795.000
May 15, 2006. . 1,355,000

^

^

On or prior to each April 1 and October I in each of the ye= spealied above that Series 1982
Bonds are to be mandatoaiy redeemed. the Registrar shall select at random, by lot or other customary
method the serial numbers of the Series 1982 Bonds within the applicable maturity to be redeemed on
the nestt foUoaini mandatory redeapaoa dam and the Series 1982 Bonds thus selected shall be
redeemed an the next foilo+viaz May 15 and November 15, as the case may be, from moneys = Ludt
for that purpose in the Interest and Redemption Fund. as the price of par sod accrued interest to the
date of redemption.withottr premiunt Any Series 1982 Bonds not selected for prior redemption shall
be patd on the dam of their stated tnacuicy. -

The principal amount oC the Swiss: 1982 Bonds required to be redeemed pursuant to the
operation of such nsaadatory redempeioe provisions shad be redttee4 at the option of the Clry, by the
principal amount of any Sena 1982 Bondiwhuh. at least SO days prior to the mandatory redemption
date. ( I) shall have been acquired by the Cry at a pries not exceeding the principal amount of such
Bonds plus accrued interest to the date of purchase thereflf, and delivered to the Regiserar for
cancellation. (Z) shad have been. purchased and ancelled by said Re;iscar at the request or the Cry
with moneys in the Interest and Redemption Fund. at a price not exceeding the pesndpal amount of
such Senes 1982 Bonds plus accrued interest to the date of purchase thereaf,. or (3) have been
redeemed pursuant to the optional redemption provisions set forth above in Section 5 hereof and not
theretofore credited against a mandatory redempaon reqtstrement.

Sacrton 7: Notice oj Rs+dempnon. At least thirty ( 30) days prior to any date on which any of the

Series 1982 Bonds are to be redeemed pursuant to the provisions of Sections 5 or 6 hereof, the City
shall cause a written notice of redemption-(speat}rtn= the serial number: and amount of bonds to be
redeemed) to be published at leasr once in. a Anaaeial publiaaon of general circulation in T he Cry of
New York, New York and :n a newspaper of geaeral circulation in the City of Aus;nn, Tesczt By che
date ftxed for any such redemption due provision shall be made with the Paying Agent for the
payment of the principal amount of the series 1982 Bonds which are to be so redeemed and aetsed

interest thereon to the date fixed for redemption. If 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
ue to be so redeemed thereby automatically shall be redeemed prior to their scheduled nsatunttes,
and they shall not bear interest after the date Fixed for redemption. and they shall not be regarded as
being outstandttig except for the right of the holder to receive the redemption price from the Paying
Agent out of the funds provided for such payment. A similar notice shall be matled b,v the C.ty,
postage prepaid. not less than 30 days prior to the redemption date. (2) to the rerstered owner of
each Series 1982 Bond to be redeemed at the address appearing on the Bond Registration Books
maintained by the ReYtstrar and (b) to the owner of each of the series 1982 Bonds to be redesntez
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which s payable to oearer, provided that each such owner previously shall have filed written

r.structsons with che Registrar as to the name and address to which suc:t notice should be mailed: but
atiure to mau or receive any such notice, or arty defect therein or in use mailing :hereof: shall not

affect the validity of the proceedings for the redemption or sucn Series i982 Bonds.

SECnon 8: cxsrlno» of Bonds. The seal of said City shall be impressed on each of said Series

i 982 Bonds or, in the alternative. a flcsimlle of such seal shall be printed on the said Series 1982

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

imprinted facsimile signatures of the Mayor and City Clerk and execution in such manner shall have

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

Cleric in person by their manual signatures. 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 to act for the Comptroller) shall be required to be manually subscribed

co such Series 1982 Bonds in connection with his reysstrauon cernncate to appear thereon. as

hereinafter provided: all in accordance with the provisions of Article 71T1-1. V A.T.C.S.

SECTION 9^ Forms The form of the Series 1982 Bonds. i ncluding the form of interest coupons to
be attached cltereto, the form of registration certificate of the Comptroller of Public Accounts of the

State of Texas and the form for registration of ownership to be printed thereoa shall be substantially

as rodowit. to -it:

(Form of Bond)

NO. UNTLED STATES OF AMERlC.++ S5.000'

STATE OF TEXAS

COUNTY OF TRAVTS •

CITY OF AUSfTIN,
WATFR. S8wE8. AND ELECTRIC

.. RfiFVNDING REVENUE BOND
SERIES 1982

The City of Austsn, a munsapal corporation in the County of Travis. state of Tezas. Fox VA.Lut

RECErvep. hereby promises to pay to the bearer hereof, or, if this bond be registered as co principal as

hereafter provided. to the registered owner hereo[ on the Fsrrm+Tt+ DAY or •, ( uniess this

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

hereinafter referred to) the prmapal sum of

FM THOUSAND DOLLARS

( S5.000 ), and to pay interest thereon from the date hereof until paid at the rate of pereantutrr

r %) per annum such interest being evidenced by interest coupons payable on November tS, 1982, and

semiannually :hervsfter on May IS and November IS in each year while this Bond is oucstandin;.

BoT[ PutvcwAt. oPand snserescon chis Bond shall be payable in lawful money of the United States or

Amenca. without exchange or collection char=es to the owner or holder, such prinapal and interest

coupons appertaining herato, being payable only upon. Presentation and surrender of this Bond or proper

interest coupon. at Morgan Guaranty Trust Company of New York. New York, New York (the "Ptytn;

Agent").

It chis Bond is registered as to principal (other than to bearer), such priaapai shad be paid co the

registered owner shown on the Bond Ragsstrinon Books of the City kept by the Paying Agent as

- Registrar" for the Cry, upon presentation and surrender of this Bond co the Paying A;ene.

This Boroe is one of a series of boads (the "Bonds"), dated March 15, 1982. numbered consecutively
from One ( i) upward, each in the denomination of 55.000. aggregating in prtnapal amount SS98.000.000.

issued for the purpose of refunding all presently oucstusdin; "City of Austsn. Tezas, Eieanc, waterworks
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and Sewer System Refunding Revenue Bonds" -,no C..^ ei zsua. Texas. ^u::cy 5^stenl Revenue

Bonds' pursuant co and in conformity the ^aws ei tae 5:_ce of Texas. p_n:cslan" -,'k.

V -^.T C.S.. as amended, the Home Rule Charter of :he C::y =;;d in orctnar.c: i tne •'Ord:r,aace '^ duly
passed by the Cry Counai of the CirY and duly recoraed en :.,e M;nuces of said Coune.i.

TitE BoNos are issued in coupon Form .^o;hou: -;ht oi con% :rscor. and -.:change into iutly re;tscered
bonds. Provisions regarding the registration of trus Bond as to pnnc.pai and me condtuons af transfer are
set forth in the Bond Registration Provisions appeanng on inc back hereof.

Tae Bontu maturing on the dates hereinafter : denuded are subject to mandatory redemption pnor to
matunry with funds from the " Interest and Redemption Fund", establuned in the Ordinance. and shall be
redeemed in part prior to maturity at the price of par and accrued interest thereon co the date of
redemption. and without premium, on the dates and in the smounu set forth in the Ordinance. Bonds
maturing November IS, 1996 are subject to mandatory redemption on May 15, 1995 and semiannually
thereafter on each November 13, and May 15 through May 15. 1996. Bonds maturing Novernber 15. 1997
are subject to mandatory redemption on May ! S, 1997 Bonds maturing November I S, 200 t are subject to
mandatory redemption on May [5, 1998 and semiannually thereafter on eacn Nove,^soer 15, and May IS
:hrough May 15, 2001. Bonds maturing on Novemoer t5, 2002 are subject to mandatory redemption on
'Aay 15, 2002. Bonds maturing November 15, 2006 are subject co mandatory redemption on May 1j.
2003, and semiannually thereafter on each November 15 and May t5 through May lS, .006. The
particular Bonds to be redeemed on each such date shad be chosen at randont, by lot or other customary
method by the Registrar provided. however, that the principal amount of the Bonds required to be
redeemed pursuant to the operation of such mandatory redemption provisions shall be reduced. at the
option of the City, by the pt=pal amount of any Bonds abteh, at least 50 days prior to a mandatory
redempaon date. ( 1) shall have been acquired by the Cry at a price not exceeding the pnncpal amount of
such Bonds plus accrued interest to the date of purchase thereoL and delivered co the Registrar for
cancellation. ( 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 not exceeding ehe pitnapal amount of such Bonds
plus accrued interim to the date of purchase thereof, or ( 3) shall have been redeemed pursuant co the
optional redemption provisions set forth below and not theretofore credited against a mandatory

^, edempnon res;utreraent.

On and after May 15. 1997, the Bonds :ttatunng on and after November 15, 2002 may be redeemed
prior to thesr scheduled, maturttses, at the option of said City, with funds derived from any scurce. i n whole

on any dace, or in part on any interest payment date, for the principal amount thereof and accrued interest
thereon to the date fixed for redemptton, and without preatsum. If less than all the Bonds of a maturity are
:o be so redeemed. the paratatlar Bonds of a maturity, to be redeemed shall be selected at random. by lot
or other customary method by the Registrar.

Furthermore: the Bonds maturing on November 15. [98a through November !5. 1994, may be

redeemed at the opnotr 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 15, 1934 or on

any interest payment date thereafter at the price of par and accrued i nterest to the date of redemption %no
without premsum, provided the principal amount of Bonds co be redeemed shall not exceed the amount of
proceeds derived from the sale of the City's participating interest in the "South Texas ?roject" and an
hand at the time of the =11 for redemption.

Ar LL4sr duty days prior to the date tixed for any redemption the Cry shall cause a -ntt= notice of
such redemption ( spe+cifynni the serial numbers and amount of Bonds to be redeemed ). co be published ac
least once in a ftnandal publication of general circulation in The Cry of New York. New Yorit. and in a
newspaper of general circulation in the Cry of Austin. Texas. By the date Axed for any such redemption
due provision shall be made with the Paying Agent for the payment of the principal amount of the Bonds
whgtxs are co be so redeemed and accrued interest thereon to the date Axed for redemption. If suca wntten
notice of redemptson is published and if due provision for such payment is made, all as provided aoove.
the Bonds which are to be so redeemed thereby automatically shall be redeemed prior to their scheduled
matunues. and they shall not bear interest after the date Axed for redemption. and ;.iey shall not oe
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re-.arced as being outstanding except for the right of me bearer to receive the radernouon price rrom che

Paying Agent out of the funds provided for such payment. A similar notice snail be rttatied by the City.

7osta;e prepaid. not less than 30 days prior to the redemption date. ( a) co the registered owner of each of

tne 3onds to be redeemed addressed :o such owncr at the address appearing on the Bond Registration

Books maintained by the Rezistrar, and ( b ti to the owner of each of cne Bones to be redeemed whtcn is

payable to bearer, provided that each such owner previously shall have nied written instrucuons with the

Registrar as to the name and address to which such nonce should he mailed; but failure to mail or receive

defect therein or in the matting thereof, shall not affect the validity of theany sucn nouce, or any
proccedings for the redemption of such Bonds.

THE Botvvs are speeal obligations of the Cry payable solely from and equally secured by a lien 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 Systent: such lien on and pledge

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

the payment and security of"Priority Bonds" ( which the City his reserved the right to issue subject to the

^errns and conditions stated in the Ordinance). For a more complete description and idenuncntton 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 Ordtnance.

TNE Cm his reserved the right, subject to the restrictions stated in the Ordinanm 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 Electric Light and Power System and the Net Revenues of the Wateraorks and Sewer

System, in the same manner and to the same extant as the Bonds In addition. the City has expressly

nerved the right to incur obligations payable from and secured by a lien on and pledge of the Net

Revenues of either the Electric Light and Power System or the Waternvorlcs and Sewer System. but not
both Systetsu, which lien on and pledge of the rapaeave `ferrRevenues will be of equal dignity with the

iten on and pledge of said respective Net Revenues in favor of the Bonds. The Cry has.also reserved the
right to issue Pnotity , Bonds to be seeured by a Rtsc lisa on and pledge of the Ner Revenues of Electric
Light and PoaerSysoesrs and the Net Reveanetof the Waterworks and Sewer System under the terms and
conditions cant:tnstl in the Ordinance. •

- Tx[ Hot.aEa HEUaop snail never have the tight to demand payment of this obligation out of any funds

raised or to be raised by tuation.
ir is HmtESV CaTtrini Arm ?,se= that the issuance of this Bond and the Series of which it is a part

is duly authorized by law-, that all aets. 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 done. nave

happened and have been perfortrted its regular and due nme. forsi and manner as required by the

Constitution and laws of the State ofTexas and the Ordinance hetttnabove mentioned: that the Bonds do

riot exceed any consntunonal 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 part by irrevocably Pledging the

tiet Revenues of the Electric Light and Power System and the Waterworks and Sewer System of the City

of Austin. Texaa, as hereutabove ree:ted.
Except whersdeflned herein. capitalized terms have the meanings assigned to them in the Ordinance.

IN TESrtMOrnr WrtEmf, the City Counal of the Cry of Austin. Tezas. in accordance with the

provisions of Ardde ?ITj-l. V.AT.CS, has caused the seal of said City to be impressed or a faatmtle

thereof to be printed hereon. and this bond and its appurtenant coupons to be executed with the imprinted

faatmde signatures of the Mayor and City Cleric of said city.

Mayor, Cry of Austin. Texas

Cov.Yrntsterrea:

City Clert. City of Austin. Texas
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( Form of :nterest Coupon)

S

ON 15.

TvE CrrY or Aus'rnv. a mumdpal corporanon in the County of 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 A menca. without exchange or collection charges to the bearer. uniess due provision has been made for
:se redemption prior to maturity of the Bond to which this interest coupon appercauns. upon presentation
and sureader of this interest coupon, at

Mostawrr GuNUMY TRurr Compu+x or New YoNC, Naw YoRx. New Yom

said amount being interest due on that day on, the Bond. bearing the number hereinafter designated. of

that issue of Ctrr of Auscflv, Taxws. WAtER. 5siwwt AND ELSCrfuC RattrnornG RBvet+trs BoKas. Satsss
1982. dated March 15, 1982. The holder hereof shall never have the right to demand payment of this
obligztton out of any funds ratsed or to be raised by tazanon, or from any source whatsoever other than

those :outus described in the Bond to which this coupon appertains. Bond No.

Chy C:ak Mayor

(Form of' Re=istration Certificate)

COMPTROLLERS REGISTRATION CERTIFICATE REGIS'T'ER NO^

I hereby certify that this Bond has been examined. cestsSed as to validity and approved by the

Attotr.ey General of the State of Teus, and duly regjstased by the Comptroiler of Public Aetounts of the

Statj of Texas

w'itness my signature and seal this

Comptroller of Public A=unts
of the State of Texas

(Form of Bond ReVistranon Provistons)

BOND RPGISTRATION PROVISIONS

This Bond may be registered as to ptinapal alone on the Bond Registration Books of the Gcy kept by

Morgan Guaranty'rnut company or se- Yoric. New Yorfc, New Yorlc, as Registrar. upon presentation

hereof to the Registrar. which shall make notation of such registration in the registration blank below. and
this Bond thereafter may be transferred only upon a duly execcsed assignment of the registered owner or

his duly authorized reptnsesnadve in such form as shait be satisfaaory to the Registrar. such transfer to be
made on such Bond Reotradon Books and endorsed thereon by the Registrar. Any such transfer of this
Bond may be to bearer and thereby trarnferabtGry by delivery shall be reston:d. but this Bond shall again
,e subject to successive rt;utraootu and transfer: as before The pnnespal of this Bond, if registered,
unless registered to bearer. shall be payable only to or upon the order of the registered owner or his le;zl
-epnaentanve upon presentation and surrender of this Bond to the Registrar by such registered owner (or

:o the bearer of this Bond if it is registered to bearer). The bearer of any coupon may be deemed and
regarced by the Registrar and the City as the absolute owner for all purposes. including payment and

discharge of the liability upon such coupon to the extent of such payment. and neither the Registrar nor the
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G:rr shall be affected by any notice to the contrary Notwithstanding the registration of this Bond as to

annepaL the interest coupons appertaining hereto shall remain payable to bearer and shall continue to be
sanskrnbie by delivery. For every transfer the Registrar may make a charge to the owner of this Bond
suffiaent to reimburse it for any tax. fee, or governmental charge required to be paid with respect thereto.

Date of vamec( Sknmcurr .

R"stratiee ReRWtind Q+Iver )( Bmud Ra"trar

q
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Sec'to,N !0: Definitions. For ad pur~oses of c:.u ord;nance and in pat-.;cuiar for c:anry with respect to
ne ssuance of che Series 198: Bonds herein authorized aac he piecge and ::praertatton of revenues far

.ne payment of the Bonds. the following de5:.itror.s are proviaed:

4ddrrronal Parrn• Bonds-snail mean eveaue to-ids. Contractuai Obligations or other evtdenc:s
nde5tedness wntca inc C:c; -eser+es the .^.ght co issue or enter into. as ,he case may be, in the

;uture under the terms and conotnons provided in Section ;9 this Ordinance and which are equally
and ratably secured with the Series 1982 Bonds by a lien on ana ptedge of : he Net Revenues of he
Systems.

Bonrir-shall mean coilett veiy the Series 195: (ionds and Ada:t:onal Panty Bonds.

Capital Additions-shag mean those properties and facslittes which by their nature. and as
i ncorporated into the Systents, either or both. will add additional capacity, or are to replace existing
capacity, of the Systetns, either or both. orsubstanually increase reveaue•producnY capabtltues.

Capital Improvements-shall mean those property improvements or any combination of property
mproveme:sts which will constitute enlargements. extensions. better-tcnts or repairs cc the then

eAuttng facltnes or properties of the Systems, either or both.

City-shad mean the Cry of Austin. Texas, located in the County or Trisms.

Contractual Ob(itario,rs-shall mean those obligations ( i)issued or i ncurred 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 ( U) incurred pursuant to express charter or statutory authonry
heretofore or hereafter adopted or enacted and (W) which by the terms of the ordinance authotn'eng
their issuance or the incurring of the obligation provide for.payments to be made by the Clary for the 1
renrernent or payment thereof to be equally and ratably secured with the Priority Bonds or the Bonds
by a iien on and pl'edge of the Na Revenues of the Synnins.

Eteetrtc Light and Po+.er Sysnnr-shad men all fadIities and plants currently o.nted, operated
and maintained, by the Ciry, wholly or partially in participation with othets, for the generation,

•sransnsisston. supply and distribution of eieeeial energy and power, together with all future
eztenstons. tmproveasents, replacements and-a9diuons thereto. and all replacements thereof-. provided
that, notwithstanding the fore=otng. and to the extent now or hereafter authorized or permitted by
iaw, the term "Fleeuie Light and Power System" shall not mean co i nclude facdines or any kind
i i ncluding any electric power generating and transmission faaiitues ) which are declared not to be a
part of the Electric Light and Power System and whtcn are acqutrea or constructed by the Cry, or in
parstapanon with otheta, with the proceeds from the issuance of "Special Facilities Bonds", which are
hereby defined as being spectal revenue obiipaans of the City which are not Priority Bonds. Bonds or
Separate Lien Obligations but wjuch are payable from and secured by other liens on and pledges or
any revenues. sources or payments not pledged co the payment of cne Priority Bonds. the Bonds or
Separate Lien Obligations tnctudtng, but not limited to. special contract revenues or payments
received from any other legal enury in connection with such rac-Jities.

, Fsca! Year-shall mean the twelve month period used by the City in =rmecoon with the
operation of the systems which may be any twelve consecutive month period established by the City.

Gorerrsmenr Obfiganons-shall mean direct obligations of the Vatted States of Amen=.
i ncluding obligations the principal, of and interest on which are unciandinonally guaranteed by the
United States of Amencs, which may be United States Treasury obligations such as its State and
Local Government Series, and which may be in book-entry form.

Grou Revemtts-shall me= with' respect co the Electric Light and Power System or the
waterworks and Sewer System. all income. receipts and revenues of every nature derived or received
from the operation and ownership ( e.cdudtng refundable meter deposits. restricted gifts and ;rants
and proceeds derived from the sale or other disposition of all or part of the City's pamcpating interest
i n the South Texas ?raja= and revenues. sources or payment from ractlities acquired or constructed
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x,th -Special Facilities Bonds`) of inc resoec:ive system, including ea.angs and income derved from

the investment or deposit of moneys in any special ^snds or ar.ounts crcacez 3..-,d estabi shed w inc
City for the payment and security of the Pzonry Bonds or :ne 3c.^.ds )r Se=ara:e _.ea Gb ig_nons.

lrtaeptndent En;rneer-shall mean an mdivcduac, ^ra or corporation engaged in inc cngineenng

profession. selected by the City CounaL of recognized good standing and having specific es0erteace,n

respect of business and properties of a character similar co those of the Systems. ^vntc.h tndividual. nrm

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

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

firm or corporation. does not have a parcner, director, officer or employee wno is a member of the Gry

Council. offiew or employee of the City.

Maintenance and Operarrnt Expenrer-shall mean, with respect co the Electric Light and Power

Svstetn or the Waterworks and Sewer System, all current expenses of operating and maintaining the
respective systesa, indudin= all salartes, labor. autetials. repairs and extensions necessary co render
efficient service: provided. ho•«ever, that only such repairs and extensions. as in the judgment of the

City Counesi. reasonably and fairly exeressed, are necessary to matntaan the operations and render

adequate service co the City and the inhabitants thereof, or such as might be necessary to meet some

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

deducted in determining "Net Revenues". Deprecation shall never be cottstdered as an expense of
Maintenance and Oparation. Maintenance and Operating Expenses shall include payments under
contracts for the purchase of power and cue=, water supply or other materials. goods or services for
the System to the extent authorizsd by law and the provisions of such contraeL

Na Earni,sft-shsll have the meaning assigned co such tam by Section 19 hereof.

Yet Rssamer-dug nsean, with rapes: to the Electric Light and Power System or the `
Waterworks and Se-ar System. Gross Revenues of the respective system after deducting the syscem's
Maintenance and Operating l;epeaxs-

PfQeer of PaymeK-shail have the meaning, assigned to such term by Secson d hereoF

Pnorifty gonds--sp" mesis yd revenua, bonds, Contzacatal Obiisaaona or other evidences of
-indebtedness which may hereafter be issued and incatsed in accordance with the provisions of Section

19 hereof, and secured by a. AM lien on and pled8e of the Net Revenues of the ( i) Elecatc Light and

Power System and (U) 'Waterworks and Sewer Systeas.

Refunded Boadr-shail mean the City's presently autstaadus; and unpaid Mectrie Waterwortcs

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

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

Reqtat•ed Raw ►e-shall mean the amount required co be accumulated and maintained in the

Reserve Fund under the provnsons of Semen 1S.

Seprrrare Lien Obligations-shall mean chose obligations () issued or incurred by the Cry

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

Revenues of the W ates-orles and Sewer System. but not both ( ii )inaunsd pursuant co express charter

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

ordinance authori^i their issuance or the incurring of me obligation provide for payments co be

made by the City for the retirement or payment thereof to besicured solely by a lien on and pledge of

the i4et Revenues of the Electric Light and Power System or the Net Revenues of the Waterworks, and

Sewer System, but not both, of equal dignity with the lien on and pledge of said Net Revenues

securing the payment of the Bonds

Sara 1982 datds-shall mean the "City of Austtn. Texas, Water. Sewer and Electric Refunding

Revenue Bonds. Series 1982" authorszed by this Ordinanca.

South Yea= Pro1ea-sha11 mean the Cry's ownership interest in c-o nuclear steam electric
in the Scum Texas

generating units and related [l ad

Project Participation Agreement effective

facilities. as more
as of December

t particularly
amended.
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Systems-shail mean coilecuveiy tne Electric Light and Power System and he Waterworks and
Sewer System.

Waterworks and Sewer System-means all prooe.^.ies. ;ac:iiues and plants currently owned.
operated and maintained by the City for the supply, treatment and transmission of treated potable
water and the coileaton, treatment and disposal of water-camed w astes. together with all. future
extensions. improvements. replacements and additions thereto: provtded, however, that notwithstand-
ing the foregoing, and to the extent now or hereafter authorized or permitted by law. the term
"Watetworks and Sewer System" shall not mean to include facilities of any kind which are declared
not to be a pan 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-Special Facilities Bonds". which are hereby
defined as being speaai revenue obligations of the Cry which are not Priority Bonds. Bonds or
Separate Lien Obligations but which are payable from and secured by other liens on and pledges or
any reveaues sources or payntettu, not pledged to the payment of Priority Bonds. the Bonds or

Separate Lien Obligation induding, but not limited to, special contract revenues or payments received
from any other legal entity in connection with such facitues.

SeCTioN 11: P/sd;e. That the City hereby covenants and agrees that, subject only to any prior lien on
arid 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 Bonds. uacluding the establishment and maintenance of
the spetsal fundt hereattercreated and established forthe payment and security of the Priority Bonds. the

Net Revenues; of both Sysnemt. with the exception of those in excess of the amounts reqtured for the

payment and security of the Bonds, are hereby irrevocably pledsed, jointly and sarerally, to the payment
and security of the Bonds. including the establishment and maintenance of the speaal funds created. and
established by Sections 15 and 16 of this Ordinance, all as hereinafter provided; provided, however, the
City has retained the right to issue or incur Separate Lien Obligations.

SacrtoN 11 Amer and Cbarns 1Zs= for the benefit of the holders of the %onda and in addition to
all provisions and covenants in the laws of the State of Texas and in. this Ordinance: the Cry hereby
expressly stipulates and agrmes. while any of the ftor+ry Bonds or the Bonds are outstanding and unpaid.
to elt,abiish and maintain rates and charger for faeiiines and services afforded by the Qecatic Light and
Power System and the Water^otict and Sewer Systqm to provide Gross Revenues in each Fiscal Year from
each System sufttaene

(I ) To pay the respective Maintenance and Operating Expertses thereof.

(Z) To provide amounts 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.

( 3) To produce combined Net Revenues of the Systems su@Eaent to pay the amounts required to
oe deposited in any reserve or contingency fund created for the payment and securrry or the Priority

Bonds, the Bonds, and other obligations or evidences of indebtedness issued or incurred that are
payable only ftnm and secured solely by a lien on and pledge of the combined Net Revenues of the

Systems, and

(4) To produce combined Net Revenues of the System ( after sausfaciaon or (he amounts

required to be pud in 2 and 3 above) equal to at leasr the sum of (i) 1.ZS times the =nual principal

and interest requirements ( or other similar payments ) for the then outstanding Priority Bonds and

Separate Lien Obligations and (ii ) I. lQ times the total annual principal and i nterest requirements (or

other similar payments ) for the then outstanding Bonds and atl other indebtedness ( except Pnonty.

Bonds and Separate Lien Obligations ) payable only from and secured solely by lien an and pledge of

the Net Revenues of the Systems. either or both.

Sae nnoN 13: Electric Light and Power System Fund The Cry hereby covenants and agrees that Gross
Revenues of the Electric Light and Power System shall be. as collected. deposited into a separate account
hereby created and established with a depository bank of the Cry and co be known as the "£ier.ne L:ght

and Power System Fund" ( herein called the "Ekcttsc Fund") and to keep such revenues of the Electric
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L.-.tit and Power System SepIIrlt: W.,1 1C3.^. .•=r!• •f: `..^C.' "1.^.cS Ot n! _
U revenues depO51te4 tn'.nG

E:ec:^c Fund snail be pfeaged ane a-,propr;acee..:o :^e extent req^t:ca ior che following uses and in the

rcer ,f precedence SnOw-,t:

'fasr. To the payment of all necessarv arid reasonable 'Aatntcnance and Operating Expenses of
che E:ectrtc Light and Power System, as defined herein or required by statute to be a irst calr;e on
and claim agatnst the Gross Revenues thereof.

SeeorR): To the a ayment of .he amounts required to be deposited in any speca! iunds or

accounts created for :he payment and secunrr of the Pnonty Sends.

TNtan: To the payment of the amounts required to be depastted in the Reserve Fund created by

:hts Ordinance to establish and maintain the Required Reserve in accordance with the provisions of
this Ordinance or any other ordinance relating to obligations for ahech the Reserve Fund was created

and established to pay.

FoutitTH: To the payment of the amounts required to be deposited in the Interest and
Rcdempeton Fund created and established by this Ordinance for the payment of pnnapai of and
interest on the Bonds as the same becomes due and pa•van(e and the payment of Separate Lien
Obligations secured by a lien on and piedge of the Net Revenues of the Electric Light and Power

System.

Any Net Revenues remaining in the Electric Fund after satisfying the foregoing payments. or making
adequate and suRlaent provision for the payment thereof. may be appropriated and used for any other

City purpose now or hereafter perntscted by law. .

S EertoN 14: Waterworks and Sewer System shall be. as eo leeted. deposued. into a seQar.tteRevenues of the
account

:iereby created and established with a depository bank of the Cry and to be known as the "Water and
Sewer System Fund" ( heszia called the "Water aad Sewer Fund") and to keep such revenues of the

W ateraori:s and Sewer System Maraca and apart from all other funds of the Cry. All revenues deposited
n tly, Water and Sewer Fund shall be piedged,aad appropriated to the e.stear required for the following:

uses and in the order of precedence shown:

Ftxsr. To the payment of all necessary and rensanabie Maintenance and Operating Expenses of

the Wates'worlts and Sewer Systens, as defined herein or required by statute to be a Rrsi charge on and

claim against the Gross Revenues ;hereof.

SECOrtx To the payment of the amounts required to be deposited in any special funds or
accounts created for the payment and security of the Priority Bonds.

T[tnt= 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 provutons of
this Ordinance or any other ordinance relating to obligations for which the Reserve Fund was created

and established to pay.

Foutt'rm To the payment of tne amounts required to be deposited in the Interest and
Redemption Fund created and established by this Ordinance for the payment of principal of and
interest on the Bonds as the same becomes due and payable and the payment of Separate Len
Obligations secured by a lieu on and pledge of the Net Revenues of the Waterworks and Sewer

System.

Any Net Revenues remaining in the Water and Sewer Fund after satisfying tht and used for
or making adequate and suf!laent provision for the payment thereof. may be appropriated

any other Ciry purpose now or hereafter permitted by taw

SECnoN ts: Rvsrbe Fvnd
For purposes of accumulating and maintaining funds as a reserve for cne

payment of the Priority Bonds and the Bonds. the Cry agrees and covenants to create a separate and
specal fund or account to be known as the 'Combined ?!edge Revenue Bond Common Reserve Fund"

8•l3
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:ne Reserve Fund"), _no iil 'uncs ..-^vs.tc _.._ rice-n: aert^ed or
recened from aeposis or :nvestrnenu ... -r: - , ,c .,_.. _.._ w .._ . .._.s. n;^ r=..,.a-rspuen Fund
estabhshed in Section 16 hereof dunng wcr. ;er..;,ts as :.._.. is on -1pesic ,. ...o Reser.: F-.;:-.a .ne
Required Reserve) shall be used solely for the payment of the pnnupal of and interest on the Priority

3nnds and the Bonds on a pro rata basis. wnen ; whctner at maturity, upon mandatory redemption prior to
n:tunty or any interest payment date 1 ana co the extent other funds availabie for such purposes are
nsutfie:ent, and. in addition. may be used to retire .he last of the P-ont:. Bonds or Bonds outstanding.

Simultaneously with ,be delivery of the Series t982 Bonds co the initial purchaser thereof. the CtY
shall deposit in the Reserve Fund the sum of 531.000,000. hereby determined to be the Required Reserve
for the Series 1982 Bonds. As and when Additional Parity Bonds or Priority Bonds are delivered or
incurred. the Required Reserve shall be increased. if requsred, to an amount equal to the greater or W
S85.000.000 or ( ii ) the average annual requirement ( calculated on a calendar year buts) for the payment
of prrnapal of and interest (or other similar payments) on all Priority Bonds and Bonds then outstanding.
as determined on the data the (ast series of Additional Panty Bonds or Priority Bonds are delivered or
ricurred. as the case may be. Any additional amount required shall be so accumulated by the deposit in
,he Reserve Fund of all or any pan of said required additional amount in casn immediately after the
delivery of the then proposed Priority 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 reqtnred additional amount not
deposited in cub as permitted above) in monthly tnstallmeasts, made on or before the last: day of each
month folloann= the delivery of the then proposed Additional Panty Bonds or Priority Bonds. of not less
than 1/60th of said required additional amount (or 1i60 of the balance of said mquitried. additional
amount not deposited in cash as permitted above).

When and so long as the money and investments in the Reserve Fund total not Ion than the Requsred'r
Reserve. no deposits need be made to the credit oCthe Reserve Fund: but when and if the Remove Fund at
any time contains less than the Required Reserve (other than as the result of the issusaiee of Additional
Panty Bonds orPridriry Bonds as provided in the preceding paragraph). the Cry covenants and &grew to
cure the deficiency in the Required Reserve within, twelve ( lZ) months front the date the deficiency in
funds occurred with available Net Revenues in the Etecaic Fund and the Water and Seweir Fund. =4 the
Ccf hereby covenants and a=reas that. subjea onLy to payments required for the payment of principal of
and interest on the Priority Bonds and the establiAstent and maintenance of any speaal funds created for
the payment and security thereof, all iYec Revenues rematntn; in the Qetvsc Fund and the Water and
Se-er Fund shall be applied and appropriated and used to establish and maintain the Required Reserve
and to cure any deltaeney in such amotust, as required by the terms of this Ordinance and any other
ordinance pertaining to obligations the payment of which are secured by the Required Reserve.

NIotwithstandin8 the foregoing provisions contained in this Section Pertaining co an inaease in the
Required Reserve, in the event Priority Bonds are hereafter issued or incurred and the Proceedings
pertaining co the issuance or incurrence thereof provide for, or requtn:, the ataoon and estabiishment. or
reaffirm the creation and establishmen4 of a separate and speeal reserve or contingency fund for the
benefit of such obiiQadons, the amount co be accumulated and maintained in such separate and special
reserve or contingency fund shall offset and be subtracted from the increase, if any, in the Required
Reserve as hereinabove reqtured.

Dunn= such time as the Reserve Fund contains the total Required Reserve. the City may. at its
option. withdraw all surplus in the Reserve Fund in excess of the Required Reserve and dcpmit such
surplus in the Interest and Redemption Fund. The City hereby designates its depository bank or banks as
the custodian of the Reserve Fund.

SgtTior 16: lnreresr and Reden►prroR Fw+d For purposes of providing funds to pay the principal of
and interest on the Bonds as the same becomes due and payable ( whether at maturity or upon mandatory
redempuon ). the Cry agrees to create or maintain at a depository bank or the C:ry a separate and special
account or fund known as the-Cry of Ausen Interest and Redemption Fund No. One" (the "Interesit and
Redemption Fund"). The Cry covenants that mere shall be deposited into the interest and Redemption
Fund from the Net Revenues in the Electric Fund and in* Water and Sewer Fund after the deduction of
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payments required co be made to the Reserve Fund. if any, and the specal funds or accounts created for
,he payment and security of the Pnonty Bonds. an amount equai co one hundred per centum ! lQ0°e) of

ne amount required to fully pay the :nter-_st and pr.ncspal. and mandatory redemption payments on the

Bonds. Calling due an or before the next maturity or mandatory redemption date for the Bonds. sucn
oavments co be made in equal monthly installments made on or before the 14th day of each month. If :he

^et Revenues in the Eiecusc Fund and the Water and Sewer Fund in any month ( after the dedtswon of

payments required to be made to the Reserve Fund. if any, for the benefit and security of the Priority

Bonds) are then .insutliaent to make the required payments into the Interest and Redemption Fund. :hen
the amount of any deficiency in the payment shall be added to the amount otherwise required to be paid

into the Interest and Redemption Fund in the 11ezt munth.

SFCTto>v 17: Paymutr oll9enda On or before November 14, 1982. and semiannually on or before this
14th day of May and November thereafter while any of the Bonds are outstandin;, the City shall make

available to the ;;eying agents therefor, in funds which will be immediately available on the next

succeeding business day, out of the Interest and Redemption Fund and the Reserve Fund. if necessary.

money sufRaent to pay such utterat on and such principal of the Bonds as will accrue or mature or come

due by mason of redemption prior to maturity an each November 15 and May 15, reapectiveiy. The

paying agents shall cancel or destroy all paid Bonds. and the coupons apperainta$ thereto. and furnish the

City with an appropriate aerridnte of cancellation or destruction.

SECrtot+ It Investment of Cirtamn Fvnds'. (a ) Money
^e deposits or^ceresdnuaof^depostt

pursuant
seeutred by

Ordinance may, at the option of the Cry. be paced in

obligations of the type hereinafter dasenbed- or be invested. including investments held in book-entry

form, in direct obligations of the United States of America. obligations guaranteed or insured by the

united States of America. which. in the optician of the Attorney General of the United States. are backett

by its lull faith and credit or represent its general obligations, or invested in indirect obligations of the

United States of America. including, but not limited to. evidences of indeb'tedness issued. insured or

guaranteed by. such governmental agencies, as the Federal Land Banks. Federal Intermediate Credit
Assactat on.

Banks, Banks for Cooperatives. Federal Home Loan Banks. Government National `tort=age
`doct;s^e .

United States Postal Serviae, Fumess Home Adatinutration- Federal Home Loan

Small Business Administration. Federal Housk^Assadattan• or Paraepauoa CeraIIcates in the Federal

ueh deposits and investments shall be made to such a manner
•^ssess Financing Trust: provided. that all such'

that the money required to be expended from any Fund will be available at the proper time or mines. Such

investments ( expt Sale and Local Goverment Series investments held in book enay''orm. which shall

at all times be valued at mac) shall be valued in terms of csurent market value aithtn 45 days of the dose

of each Fiscal Year. All interest and income derived from deposits and investments in the Interest and

Redemption Fund immediately shall be credited to. and any losses debited co. the Interest and

Redemption Fund. All interest and interest income derived from deposits in and investments or the

Reserve Fund shall. subject to the (imstaaons provided in Section 15 hereof. be credited Cta ^dadeposited

in the Interest and Redemption Fund. All such investments respect saidthe Rearm Fund, the Pnonty
prevent any default in connection with the Bonds and

Bonds.

(b) nat money in all Funds created by this OrdinancL co the extent riot invested. shall be secured in

the manner prescribed by law for securing, funds or the C'ity.

SKltoN 19r Issuance of Priority and .iddttrona! Partly Ob(igattonz
Subject to the provisions

hereinafter appearing as to conditions precedent
which must Rrst be satisfied. the City reserves the right to

'ssue. from time to time u needed. Priority Bonds and Additional Parity Bonds. either or both. for any

lawful purpose. Such Priority Bonds 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 cne
issuance of evidences of

:ndebtedaess or other instruments.
and should new methods or Rnanean; techniques be developed that

duter from those now available and in normal.use. the City reserves the right to employ the same in its

5nandn; arrangements
provided only that the same conditions arexdent heren required "or che

author=120n and issuance of the same are satisfied.

B-IS
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( a) Condition.; Precedent for Issuance of PnorrN 20nds Ina aadttronai Panty Bonds-General

( i) The Director of Finance of the City ( or other officer of the City u,--n r%avinz the
cneresponsibility for the ftnanaal affairs of the City) shall have executed a cer.Ificate stating (,J that

City is not men in default as co any covenant. obligation or agreement contained in any orcinance or

other proceeding relating to any obligations of the Cry payaole from and secured by a lien bn and

pledge of the Net Revenues of the Systems. either. or both and ( u) all payments into all special funas

or accounts created and established for the payment and security of all outsianding obligations

payable from and secured by a lien on and pledge of the Net Revenues of the Systems. either or both,

have been made in full and that the amounts on deposit in such special funds or accounts are the

amounts then required to be deposited thereta.

(ii ) The Priority Bonds and Additional Panty Bonds (except Contractual Obligations aria
evidences of indebtedness due within 12 months from the date of the i ssuance chereofl shall be

scheduled to mature or be payable as co principal on November 15 or May !:( or both) in each year

the same are to be outstanding or during the term themf.

(b) Conditions Precedent for l=ance of Priority 3onds ana ,4aditcnnai Panry Bands-Caprtai
ln+,vrovemenr.n The. Cry covenants and agzm that neither Priority Bonds or Additional Panty Bonds will

be issued for the purpose of financing Capital Impeoventents, unless and until the conditions precedent in

subparagraph ( I) above have been satisfied and. in addition thereto. the City has secured:

(i) for the issuance of Priority Bonds. a certificate or opinion of a Certified Public Accountant to

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

Fsnl Year or for 11 consecutive months out of the 15 months immediately preceding the month the

ordinance authotrring the Priority Bonds is adopted are at Idast equal to the sum of (i) t.10 times the

average annual reqt:irement for the payment of principal and interest (or other stnttlar.payments ) for
the Bonds outstanding and all other outstandinffobligations ( except Priority Bonds and Separate i.iea

Obligations) that are payable only fiottt and. secured solely by a lien on and pledge of the Net

Revenues of the System,s. alter or both.' aad (U) 1.25 ttma the average annual requirement for the
payment of principal and interest (or other similar payments ) for all outstanding Prtonr/ Bonds and

Separate Lien Obligations after giving effeatito the Priority Bonds then proposed. In making a

determination of the Net FsrtssAgs. the Accountants may take into consideration a change in the rates
and charges for services and facilities adbrded by the Systems. either or Win. that became effective at

(east 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 teat make a pro forma determination of the Net

Earnings for the period of tune covered by his certfficauon or opinion based on such change in rates

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

( ii ) for the wuaaee of Additional Panty Bonds. a certt8cate or opinion of a Caresded Public

Accountant to the effect that. according to the books and records of the City, the Net Farnings for the

precding Fiscal Year or for t2 consecutive months out of the t 5 months immediately pre---ding the

month the ordinance authorizza` the Additional Parity Bonds is adopted are it least equal to the sum

of ( i) t.10 times the average annual requtretttem for the payment of principal and interest (or other

similar payments) for the Bonds outstanding and all other outstanding obligations (e--apt Priority

Bonds and Separate Lies Obligations ) that am payable only from and secured solely by a lien on and

pledge of the Net Revenues of the Systems. either or both. including the Additional Parity Bonds then

proposed and ( ii ) 1.25 times the average annual requirement for the payment of principal and

interest ( or other similar payments ) for all outstanding Priority Bonds and Separate Len obltgattoas.

In making a determination of the Net Earnings. the Accountant may cake into consideration a change
in the rates and charges for services and faditses afforded 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 tat. make a pro forms

determination of the Net Earnings of the Systems for the period of time covered by his cersficttton or

opinion based on such change in rates and charges being in effect for the entire period covered by the

Acmuatutt's csrtiScau or optnson.
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z,s used in :'us Section. the term "Net Earnings" snail tnean the combined Gross Revenues of the

S,scc.^..s after deducting the combined Maintenance and Operating Expenses of the Systems. but not

c::::eadccures Which. under standard accounting practice. should be charged co capital atpendttures.

c) Conditions Precedent for Issuance of Prrorrry Bonds or Additional Parity Bondi-Capuot

cacrrcons: ( i) Initial Issue. The City covenants ana agrees that neither Pnorsty Bonds nor 44,diuonal

Parity Bonds will be issued for use purpose of flnanang Capital Additions for anteYrauon into the Systems.

_:tner or noth. unless the same conditions precedent speaned in subparagraph ( a) above have been

sat:sied and. in addition chereto, the conditions precedent specned in subparagraph ( b) above are

or. in the alternative, the City shall have obtained:

, a) from an Independent Engineer a comprehensive Engineering Report for the Capital

Addition to be financed. wtuch report shall ( a ) contain ( 1) detailed estimates of the cost of acquiring

and constructing the Capital Addition. (2) the estimated date the acquisition and construction of the

Capital Addition will be completed and commercially operanve, and ( 3) a detailed analysts of the
_,pact of the Capital Addition on the Rnanaal operations of the system for which the Capital

-kdduion is to be integrated and to the Systems. as a whole. during the construction thereof and for at
east 3ve Fiscal Years after the date the Capital Addition becomes commercially operative, and ( b)

:onciudes that ( l) the Capital Addition is necessary and will substantially increase the capacity, or is
nceded to replace existing faalidea, to meet current and projected demands for the service or product
co oe provided thereby. and (Z) the estimated cost of providing the service or product from the

Capital Addition will be reasonable in comparison with projected costs for furtushutg such service or
product from other reasonably available sources: and

(b) a cettsiSesteof the Independent Esigineer to the effect that. based an the Engineering Report
prepared for the Capital Addition. the projected Net Earnings for each of the Ave Fiscal Years-

auosequent to the date the Capital Addition becomes commercially operative ( as +sttmated in the

Engineering Report) will be equal to at least the MW of (i) 1.25 dntes the average annual

reqwrentena for the payment of the principal and interest ( or other similar payments) for Priority
Bonds and Separate Ciea dbligatYOns then outstanding. or incurred and all Priority Bonds estimated to

_be issued. if any, during the period froar.che date the first series of obligations for the Capital
Additions is to be delivered through the StfS Tiacal Year subsequent co the date the Capital Addition is
estimated to become cotameteally oparxuvve, for all Capital Improvements and for all Capital

.kdditcons then in progress or then being initiated and (n) l. 10 times the average annual requirements

:or inc payment or prtnapal and interest ( or other similar payments) for Bonds and all other

obic;nuons ( other than Priority Bonds or Separate Lien Obligattons ) payable solely from the Na

Revenua of the Systems. either or both. which are then outstanding or incurred and all Bonds or such

other obligations estimated to be usued. if any. during the period from the date the first series of

ooltgauons for the Capital Addition is to be delivered thtvugh the 5th Fiscal Year subsequent to the

:..:.e the Capital Addition in estimated to become commercially operauve, for all Capital Improve-

ments and for all Capital Additions then in progress or then being initiated.

( ii ) Subsequent Lssuea. Once a Capital Addition has been initiated by meeting the conditions

precedent specified in subparagraphs ( c)( t)( a) and ( c)( i)( b) above and the initial Priority Bonds or
Additional Parity Bonds delivered therefor, the City reserves the tight to issue Priority Bonds and
Additional Parity Bonds, as the case may be. to finance 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 •sausfaaion of any condition precedent under subparagraphs ( c)( i)( a) and ( c)( i)( b)

or subparagraph (b) or this Section but subject: to satisfaction of the following conditions precedent:

(a) the City makes a forecast ( the "Foreaat") of the operations of the Systems demonstrating

the System' 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.then

bang issued for the period ( the "Foreeast Period-) of each ensuing Fiscal Year chrougn the Scn

Fscal Year subsequent to the tatest estimated date the Capital Addition chat being Financed i s

expected to be commercially operative. and
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! b t in Independent Engineer -evteas such Forecast and a."cuces a certificate co .he e.-Ter, that
scc- Forecsc i s easonaote. and. based .hereon ( and such other rac:ors deemed to be reievant ), the
`et Revenues of :he Systems will be adequate co pay all the obicgauons. payable solely from the Net
Revenues of the Systems, either or both. to be outstanding after the issuance or the Pnortry Bonds or
Additional Parity Bonds chen being issued for the Forecast Penod.

The conditions of subparagraph ( b) and subparagraphs (c)( i )( a) and ( c)( i)( b) of this Section
:eed not oe met with respect to any Additional Parity Bonds or Priority Bonds issued for the South Texas
Project..

With reference to Prioriry Bonds. Additional Parity Bonds and such oEherobligations anticipated and
estimated co be issued or incurred, the annual prinapal and interest requirements therefor shall be those
estimated and computed by the City's Director of Finance ( or other officer of the City then having the
primary responsibility for the 6nanetal affaus of the City). In the preparation of the Engtneermg Report
required in subparagraph ( c)(i)(a) above, the Independent Engineer- may rely on other etperts or
professionals, including those in the employment-of the City, provided such Engineering Report discloses
the extent of such reliance. In connection with the issuance of Additional Panty Bonds or Priority Bonds
For Capital Additions, the certiRate of the Director of Finance and Independent Engineer, together with
the Engineering. Report for the initial issue and the Forecast for a subsequent tssue, shall be conclusive
evidence and the only evidence required to show compliance with the provisions and requirements and this
subparagraph ( c) of this Section.

Priority Bonds or Additional Parity Bonds for Capital Additions may be combined in a single issue
with Priority Bonds or Additional Parity Bonds. as che ease may be, for Capital Improvements provided
the conditions precedent sat forth in subparagraphs (b) and ( c) are complied with is the same relate to
the respective purposes.

Sscztotv 20: RefuridEi+t Boasdt The Cry reserves the right to issue reftcndirig bondsro refund all or
any parr of the outstanding Priority Bonds or the Bonds ( pursuant co any law, then available ) upon sueb
terms and conditions as the City Coaadl of the city may deem to be in the best tntes. of cheGty and its
i nhabitants. and if teas than all such outstanding Priority Bonds or the Bonds are refunded. the conditions
prec'edent prescribed (for the issuance of Peiotity Bondi or Additional Parity Bonds) set forth in
subparagraphs ( a) and ( b) of Saedon 19 shall !Ae satisAed and the Accountant's certificate or opinion
required in subparagraph ( b) shalt give effect to the issuance of the proposed refunding bonds (and shall
not give air= to the Priority Bonds or the Bonds bang refunded followtng chetr esaceilanon or provtston
being made rot their payment).

SE=on 21: Oblfgeurom of Inf`rror Liar and Ptedge. The City hereby reserves the right to issue
additional obligations payable from and secur ed by a junior and subordinate lien on and pledge of the Net
Revenues of the systems. either or both, as may be authorized by the Caws of the state of Texas.

Se=on 22; Masmenance and Operation-Inswcnce The City shall maintain the Systems in good
condition and operate each in an efl4aeat manner and at reasonable cost. So long as any Bonds are
outsunding, the Cry agrees co maintain insurance for the bene$e of the holder or holders or Bonds on the
Systems of a kind and in an amount which usually would be carried by municipal corporations engaged in
a similar type of business. Nothing in this Ordinanet shall be construed as requtr.ng the Cry co expend
any funds derived from sources other than the operation of the Systems, but nothing hereon shall be
construed as preventing the City from doing so.

Sa=ow 23: Sale or Lease of Propexre,e (a) The City, to the extent and in the manner required by
law, may sell or exchange for constderadon representing the fasr value thereof, as determined by the Cry
Council of the Cry, any property not necessary or required in the e4ffaenc operations of the Systems. either
or both. or any equipment not necessary or useful in the operations chereof or which is obsoicte. damaged
or worn out or otherwise unsuitable for use in the operation of the Systems, tither or both. Save and
except as hereinafter provtded, the proceeds of any We of properties or the Waterworks and Sewer System
shall be deposited in the Water and Sewer Find and the proceeds of sale of propernes of the e?r_.rsc Light

and Power System shall be deposited in the Electric Fund.
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The City may. ;o the extent and ,n the titter erm uen •^.^ e=se Jf ct^crnae etspu^c

nr all or part of us par.tcsoattng interest in c7e South 7a-.as as _=^o•.ed and r_thenzec at an

etecnon held November 3. 1981. provided such -ate. lease or otner cupusit:en s approvec oy a malom}
vote of the City Council of the City with a ana:ng on :he part of inc C.:. Ccunc:l chat :nc ^ematn:ng
available cspacty of ;he Electric Light and Power System , including pour. arid ener, to tie rccstve=
under contracts) for furnishing power and energy 's adcquate _nd Suric:e.n.t -e satisfy current anti
foreseeable power and energy demands therefor taxing nto constaeratton any generating capacity then

estimated to become available and that such disposal viii noteopardtze the aoflicyaf the City to meet the
rate covenants contained herein and in any other ordinanc: authorizing nutstanu:ng ohltgaaons s=ec by
a lien on and pledge of the Electric Light and Power System. All proccecs sen•;eo frem such saic or

disposal. net of reasonable and necessary expense: incurrec in connection therewith, ( :ndudtng attorneys
and engineers). shall be deposited in a special escrow account with the City's depository bank and
expended only for the purposes of making Capital Additions to the Electric L:gnt and ?ewer System. or for
cost-efTeetive projects or purposes which reduce the peal demand requirements of the Electric Light and
Power-System. or for the redemption or purchase ( at a price not co exceed par) of outstanding Bonds or

Priority Bonds. all as shall be in the sole discretion and determination of :ne Cry Council of the City

SECTION 24: Records and Accounts. The City hereby covenants and agrees that so long as any of the

Bonds or any interest the-eon remains outstanding and unpaid. it will keep and maintain separate and
complete records and accounts pertaining co the operations of the waterworks and Sewer System and the
Electric Light and Power System in which complete and correct entries shall be made of all transactions

relating themo. as provided by Article 1113. V A.T.C.S. The holder or holders of any Bonds or any duly
authorrrad agent or agents of such holders shall have the right at all reasonable times to inspect suus
records. accounts and data relating thereto, and to inspect the respective Systems and all properties

•comprising time. The Gry further agrees that following the close of each Fiscal Year. it will cause in
audit of such books and aeeottnts to be made by an :ndependent Rrm of Carts6ed Public Accountant"s.
Each such audit. in addition to whatever other matters may be thought proper Sy the-Accountant. shall

particularly include the following: -

(a) A detailed statement of the income and expenditures of the Electric Light and Power System

and of the Waterworks and Sewer System for such Fiscal Year.

^ (b) A balance sheet for the Electrtc_I.ight and ?ewer System and the «aterwom and Sewer

system as of the end of such Fiscal, Yeu.`-

(c) The Accountant's comments regarding the manner cn -hten the C:cy has carted out the
requirements of this Ordinance and any other ordinance authortssng the issuance of Priority Bonds or
nkddinonal Parity Bonds and his recommendations for any changes or improvements in me

operations. records and accounts of the respective Systems.

(d) A list of insurance polices in force at the end of the Fiscal Year covering the properties of

the respective Systems. setting out as to each policy the amount t4ereot: the risk covered, the name of

the insurer and the policy's expiration date.

Expenses incurred in making an annual audit of the operations of che Systems are to be regarded as
Maintenance and Operating Expenses of the respective Systems and paid on a pro rata basis or as

and Sewer
other.wse determined by the Cry from available revenues in the Electric Fund and Water

Fund. either or both. Copies of each annual audit snail be furnished to the Executive Director of tne

'Auntopal Advisory Council ofTexas at his office in Austin. Texas. or as othe:wqe provided by law and.
upon request. to the original purchaser of any series of Bonds. The audits herein required shall be made

within 120 days following the dose of each Fiscal Year :nsofar as is possible.

SECTtow 2S: Difrcrencirr: Excasr Net Revenues. ( I) ir on any occasion there shall not be sut'1'laent

Net Revenues of the Systems to male the required deposits into the interest and Redemption Fund and

the Reserve Fund. then such deficiency snail he cured as soon as posstbic from the next available vat

Revenues of the Systems. or from any other sources available for such pur-pose.

( b) Subject to making the required "posits to (!) all special funds created for the payment aria
security of the Priority Bonds (including the Reserve Fund) (u) the Interest and Redemption Fund and
the Reserve Fund wen and as required by .his Ordinance. or any ordinance authorizing the ^ssuanca of
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Additional Panty Bonds and ( w) ail funds or zccounu created for the bene@t of Separate Len
Obligations. the excess Net Revenues of the Systems. ecther or both. may be users, by the City for any
lawful purpose.

Sae-,10r4 26: Further Covenants. The City runner =variants and agrees by and through this
Ordinance as follows:

( 3) It has the lawful power to pledge the Net Revenues of the Systems to the payment of the
Bonds to the extent provided herein and has Lawfully exercised said power under the Constitution and
laws of the state of Texas, and that the series 1982 Bonds issued hereunder. together with the
Additional Parity Bonds shall be ratably secured in such manner that no one Bond shall have
prefetence over any other Bond of said issues.

(h) The Net Revenues of the Systenss, either or both. have not been in any manner pledged or
encumbered to the payment of any debt or obligation of the City or the Systems. save and except as
set forth and identiAed in Exhibit A attached hereto and incorporated by reference as a part hereof for
all purposes.

SBeTtotv 27: FfRa! Deporrcx Governmentaf Obli;artorts (a) All or any of the Series 1982 Bonds shall
be deemed to be patd, retired and no longer outstanding within the meaning of this Ordinance when
payment of the principal of, and redemption preteium, if any, on such Bonds, plus interest thereon to the
due date thereof (whether such due date be by reason of maturity, upon redemption. or Otherwise) either
() shall have been made or caused to be made in accordance with the terms thereof (including the giving
of any required notice of redemption), or ( ii ) shall have been provided by irrevocably depossung with. or
making avulable to, a paying agent cherefor. in crusr and irrevocably set aside exclusively ror such
payment. ( 1) money sufficient to make such payment or (Z) Government Obligations. cernAed by an
independent public accounting Arm of national reputation. to mature as to principal and interest in such
amounts and at such tuna as will insure the availabiIity, without retnvattment„of suAlesest money to make
such payment. and all oeeassary and proper fees, compensation and expenses of each paying agent
pertaining to the Series 1982 Bopda with raspect to which such deposit is made shall have been paid or the
payment thereof provided for the suisfaaion of each paytnB, agent. At such time as a Series 1982 Bond
siyi.ll be deemed to be paid herautsder. as alorauid, it shall no longer be secured by or entitled to the
beneHt of this OMinance or a lien on and piedrCof the Net Revenues of the Systeau, and shall be entitled
co payment solely from such money or Government Obligations.

(b) That any moneys so deposited with a paying agent may at the direction of :he City also be
invested in Government Obligations. maturing in the amounts and times as heretnbefore set forth. and all
lncome from all Government Obligations in inc hands of the paying agent pursuant to this Section which is
not required for the payment of the Series 1982 Bonds. the redemption premtum, if any, and interest
thereon, with respect to which such money has been so deposited. shall be turned over co che City or
deposited as directed by the City.

(c ) That the City covenants that no deposit will be made or accepted under clause ( a ) ,i i ) ) of this
Section and no use made of any such deposit which would cause the Series 1982 Bonds to be treated as
arbitrage bonds within the meaning of Seenon 103 (c) of the internal Rave-sue Code of ! 954. as amended.

( d) That notwithstanding any other provisions of this Ordinance. all money or Government
obligations set aside and held in trust pursuant co the provisions of this section for the payment of the
Series 1982 Bonds. the redemption premium. if any, and interest thereon. shall be applied co and used for
the payment of such Bonds, the redemption premium, if any, and interest thereon and the income on such
money or Goverantent Obligations shall not be considered co be "Gross Revenues" under tnu ordinance.

Stt:TtqN 28: Remedy in Evs><t of Default. In addition to all the rights and remedies provided by the
laws of the State ofTexas, the City =variants and agrees particularly that in the event .he City (a) defaults
in payments to be made to the Interest and Redemption Fund or the Reserve Fund as required by this
Ordinance or (b) defaults in the observance or perforTttanee of any other of the covenants. conditions or
obligations set forth in this Ordtnancs, the holder or holders of any of the Bonds in" at entitled to a writ
of mandamus issued by a court of proper jurisdiction- compelling and requiring the City and its officers to
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onserve and perform any covenant. condition or obligation prescribed in this Ordinant:.
No delay or

nm.:nusion to exercise any right or power accruing upon any default snail impair any such right or power.
or shall be construed to be a waiver of any such default or acquiescence tneresn. and every such right and

power may be exercised from time to time and as often as may be deemed expedient.

The specific remedy herein provided shall be cumulative of all other existing remedies and the
specification of such remedy shall not be deemed to be exclusive.

SECTION 29: Bondr are Obligations. The Series 1982 Bonds are special obligations or the Cry payable
from the pledged Net Revenues of the Systems and the holders thereof shall never have the right to
demand payment thereof out of funds raised or to be raised by taxauon.

SECrtoN 30: Bonds are Negotiable Instruments. Each of the Series 1982 Bonds herein authortzed shall
oe deemed and construed to be a"Securny". and as such a negotiable instrument. within the meaning of

Article 3 of the Unttorttt Commercial Code-

SeCTtor+ 3 1: Ordinance ro. Constitute Contract. The provinces of this Ordinance shall constitute a

contract between the City and the holder or holders from time to time of the Series 1982 Bonds and. except
as otherwise provided herein, no change. variation or alteration of any kind of the provisions of this
Ordinance may be made. until such Bonds are no ranger outstanding.

SeCrroN 32'. Govertrtnental Agencies. The Cry will comply with all of the terms and condinons of any

and all fnndttses. permits and authortr•ttions applicable to or necessary with respea to the Systems. ether
or both. and which have been obtained from any governmental agency: and the City has or will obtain
and keep in full force and edict all franchises. pertntts• authorizations and other requirements applicable co
or necessary with respect to the acquisition. eonstruaion. equipment. operation and maintenance of the

Systems.

Snertotv 33: No Competition. The Cry will not grant any frznchuq.or permit the acqutstnon-

constrs:etton or operation of any competing fscitities which might be used as a substitute for the faeilina of
the Systems. other or both. and. to the eztmt that is legally may, the City will prolubit any such competing,

factlities.

^ SECTION 34: No-Arbitrage. The City coveIIants to and with the purchasers of the Series 1982 Bonds
that it will make no use of the proceeds oi the Satiea 1982 Bonds. investment income or other funds at any
time throughout the term of this issue of5eries 1982 Bonds which would cause the Series 1982 Bonds to be
arbitrage bonds within the meaning of Section 103(c) of the Internal Revenue Code of t954, as amended.

or any regulations or rulings pertaining thereto.

SSCTroN 35: interest on Bonds to Remain Tax EFa>:pe
The City recogn-a that the purchasers and

nolders of the Series 1982 Bonds will have accepted them on. and paid therefor a price which retle= che
understanding that interest thereon is exempt from federal income taxation under laws in force at the time
the Series 1982 Bonds shall have been delivered. In this connection the Cry shall take no action or fail to
take any acuott which action or failure to act may reader the utterest on any of such series 1982 Bonds

subJect to federal income taxation. particularly put==t to Section 103(b) of the Internal Revenue Code
of 1954, as amended. nor shall the City take any action or fail to take any acacia. Which action or failure to

act, would have the e6'ea of causing the income derived by the C"
-+ty front the Systems. either or both. co

become subject to federal income taxation in the hands of the C+N, whether or not provision shall have

been made for the payment of such Series 1982 Beads.

StRtori 36: Anrwadinent of Ordinance. i his Ordinance may be amended ia the following manner

and subject co the following conditions: (a) the holders of Bonds aggregating in principal amount 5i °e of
the aggregate principal amount of then outstanding Bonds shall have the right from time to time to
approve any amendment to this Ordinance which may be deemed nexssary or desirable by the Cry.
provided. ho•vever, that nothing herein contained shall permit or be construed to permit the amendment of
,he terms and conditions in this Ordinance or in he Bonds so as to:

l) `.take any change in the maturity of the outstanding Bonds:

(? ) Reduce the rate of interest borne by any of the outstanding Bonds*
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( 3) Reduce the amount of the principal payable on the outstanding Bonds:

( s) Modify the terms of payment of principal of or interest on the outstanding Bonds. or impose
any conditions with respect to such payment:

( 5) Affect the rights of the holders of less than all of the Bonds then outsundin--;

( 6) Change the minimum percentage of the principal amount of Bonds necessary for consent to
such atnendmeat.

( b) If at any time the City shall desire to amend the Ordinance under this Section. the City shall
c:use notice of the proposed amendment to be published in a Rnanaal newspaper or journal of general
circulation in The City of New York. New York. and in b newspaper of general circulation in the Cry or
Ausun. Texas. once during each calendar week for at least two successive calendar weeks. Such notice:
shall briefly set forth the nature of the proposed amendment and shall state that a copy thereof is on 6ie at
the principal oRtce of the paying agents for inspection by all hoiders of Bonds. Such publication is not
required. however, if notice in wrtung to given to each holder of Bonds.

(c) Whenever at any time the City shall receive an instrument or tnstruments executed by the holders
of at least 51% in aggregate principal amount of all Bonds then outsundini. which Instrument Or
instruments shag refer to the proposed amendment described in said notice and which specifically consent
to and approve such amendment in substantially the form of the copy thereof on 61e with the paying
a=ents, the governing body of the City may pass the amendatory ordinance in substantially the same forrn.

(d) Upon the passage of any amendatory ordinance pursuant to the provisions of this Section. this
Ordinance shall be deeenad to be amended in accordance with such amendatory ordinance. an&the
respective rtihtx duties and obligations under this Ordinance of the City and all the holds= of then
outstanding Series' 1982 Bonds and all ILtstre Additional Parity Bonds shall theredtiar be determined.
ezerased and enforced hereunder subject in all naspeecs to such ataendments.

(e) Any maseaL givea by the holder of a Bond pursuant to the provisions of this section shall be
.^r^evouble for a period of six months from the date of the dm publication of the notice provided for in
this Section or the due of such consent. wbie;3sever is later. and shall be conclusive and binding upon all
fLture holders of the same Bond during such period. After the applicable period of time a consent is
i rrevocable has expired. the holder who gave consent, or a successor in ade. may revoke such consent by
hlin^ nonce thereof with the paying agents and the Cty. but such revocation shall not be effective if the
holders of 51°5 in aggregate principal amount of the then outstandin8 Bonds as i n this Section defined
have. prior to the attempted reventson, consented to and approved the amendment.

(r) For the purpose of this Sacaon. the fact of the holding of Bonds by any bondholder and the
amount and numbers of such Bonds and the date of their holding same. may be proved by the alRdavit of
,he person claiming to be such holder, or by a caruCtcate executed by any trust corttpany, bank. banker or
any other depository wherever situated showing that at the date therein mentioned such person had on
depout with such trust company bank. banker or other deposttory, the Bonds described in such cernAate.
The City may conclusively assume that such ownership continues until written notice to the contrary is

served upon the Cry.

SetZ'tor 37: City Maaa;er-Direetor of Frrtmree to Have Charge of Recordr and Bonds: The City

manager and Director of Finance shall be and they are hereby authorized to take and have charge of all
necessary orders and records pending investigation by the Attorney General of the state of Tezas. and,
shall take and have charge and control of the Series 1982 Bonds herein authorrsed pending their approval
by the Attorney General. their registration by the Comptroller of Public Accounts and delivery to the Intsal

aurchasera.

StCrton 38: Sats of Bonds. The Series 1982 Bonds are hereby sold and shall be delivered to Dillon.
Read & Co. Inc. Smith Barney. Harrs Upham & Co. Incorporated and Boettcher & Company, on oenaif
of he ultimate purchasers thereof in accordance with the Purchase Contract in farm and substance
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approved oy resolution of the Cry Council of even date nerewttn. inc . c ,s nereoy founc no decermtned

o,v :he City Council that the price and ce^.ns spec.ned :s suc P^rc.`.ase Concac: are he -nost acvantaYeous

ana reasonaoly obtainable by the City

SEGTtOn 39: Approval oj0}J4era1 Sca:er"errr -ne Ofir.a Scacement, oated Marc': 3. ;982. relating :o

the Series 1982 Bonds, in substanuatly the form as submitted to :hts n•teet:nY, is her-toy app;*ved and

authorized to be distributed to the ultimate purchasers of the Series 1982 Bonds, with such chanYes therein

as snail be approved by the Mayor or the City Manager of the City and the dutnbunon of the ?rdtnunary

ORtaai Statement, dated February 22. t982 is hereby in all respects ratified. confirmed and approved.

SECrton 40: Procsedr of Sate. Promptly after the delivery of the Series 1982 Bonds. all of the

proceeds from the sale and delivery of the Series 1982 Bonds shall be deposited in immediately available

funds with Morgan Guaranty Trust Company of New York. hereby designated as the b ank of de!ivery,

and such proeeads, less accrued interest on the Series 1982 Bonds. w hich shall ultimately be deposited to

the credit of the Interest and Redemption Fund. shall be used for the purpose of refunding. ducaargin8
and rearing all of the Rallutded Bonds, initially funding the Reserve Fund as herein required. and paying
the costs and expenses of issuance of the Series 1982 Bonds. By a resolution of the Cry Council of even

date herewith the City Council has authorized the execution of a"City of Austin. Texas Water. Sewer and

Eiecsr:: Refunding Revenue Bonds Special Escrow Fund Agreement- between the City and the Treasurer

of the State of Texas, which will use said procesds. together with other available runes of the City. to

provide for the refundin8. discharging and rearing of the Refunded Bonds. The balance of said proceeds
not so transferred to Treasurer of the State of Texas, representing accrued interest on the Series 1982
Bonds. a portion of the Required Reserve for the Sertes 1982 Bonds and amounts sufficient to pay the costs
of issuance of the Series 1982 Bonds will be immediately transferred by the bank of delivery to Texas
Commerce Bank-Austia, Ausaa, Texas. the Cuy's official depository bank. The Dire=or of Fnanee is
hereby authorized and direeted to tnsuYa the Texas Commerce Bank-Ausun. to transfer 520.000.000
from the reserve fund established for the benefit of the Utility System Revenue Bonds, Series I through 10,
being refunded by the Series 1982 Bonds to the Reserve Fund established heTeia for investment tn• open
maritetsaetuidj= and also to transfer to the Reserve Fund established herein the sum of S28.J23.745.10

from the Interest and Redeaptiae Funds for the Refunded Bonds. which amount. together with the sum of

S36.674,;,36.90 from the proe^eds of We of the Series 1982 Bonds, shall be invested in the United S10tes
forth

1'teasssuy ObG;atioas. Scats and Local Govaaajeat Series totalling in amount $63.000,000 and as set

in the subscriptions 6Ied on behalf of the City -Vith the Federsi Reserve Bank of Dallas on February 26.
1982. which subsertpcons are hereby raaRed and aRlrnsed.

SaCrtow 41: Ransom for RsfwnlfrrS It is speaflraUy round and determined by the City that

unantiapated increases in the cost of eerrata Capital Addiuons and Capital Improvements to the Systems

and treater than expected population and industrial growth in the City of Ausan meaopoiitan area have
created an immediate need for the Ciry to achieve greater ISnanenY flexibtliry, reduced net debt service
payments on debt supported by the Systems and the ability co sail or otherwise dispose of the Cry's interest
in the South Texas Project or other parts or components of the Systems no longer needen. It is further
found and determined that the ordinances authorizing the Refunded Bonds contain restrictive covenants

which inhibit the City's ability co Rnance Capital Additions and projects financed through Separate L=

ObiiB•auons and require the Cry to provide excess revenues which results in the necessary of charging and

collecting rates considerably higher than necessar9. thus increasing tne cost of electric. Water and sewer

service to the inhabitants of the City and prevent. because of excesuveiy restrictive covenants. the adequate

and economical Rnancn; of projetts which are expected to be required for the Systems in the near future.

It is also found that the refunding of the Refunded Bonds in the manner herein provided is expected to
release certain of the Cry's moneys for capital expenditures for the Systems thus avoiding the necessity co
issue bonds of the City for such purpose. and is expected co reduce ss;nsAcnasiY the amount Of Net

Revenues of the Systems which will be required for the amortization of outstanding indebtedness. thus

permitting lower rates to the customers of the Systems. Therefore. for the reasons stated in this Section at.

the City Council has found it to be necessary and in the best i nterest of the City that such refunding be

=mpiished. and the Refunded Bonds be refunded. discharged and retired thereby

Set'rtoN 42: Capp Numosn. That CL'StP numbers may be prtnted on :ne Series ^982 Bonds. It •s

expressly provided. however, that the presence or absence of CCSIP numbers on the Series i 982 Bonds
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