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LANIER
LOC_;RE&
RI°I-T.`l-R^. :.^

CERTIFIED PUBLIC ACCOUNTANTS
1090 MBank Plaza o 300 W. 5th Street o Austin, Texas 78701-3198 0(512) 474-5753

November 20, 1985

^-,

Board of Directors
North Austin Municipal Utility

District No. 1
Austin, Texas

We have examined the combined balance sheet - all govern-
mental fund types and account groups of North Austin Municipal Utility
District No. 1 as of September 30, 1985, and the related combined
statement of revenues, expenditures and changes in fund balances - all

governmental fund types and the combined statement of revenues,

expenditures and changes in fund balance - budget and actual - General
Fund for the year then ended. Our examination was made in accordance
with generally accepted auditing standards and, accordingly, included
such tests of the accounting records and such other auditing procedures
as we considered necessary in the circumstances.

In our opinion, the aforementioned combined financial state-
ments present fairly the financial position of North Austin Municipal
Utility District No. 1 at September 30, 1985, and the results of its
operations for the year then ended in conformity with generally
accepted accounting principles applied on a basis consistent with that
of the preceding year.

Certified Public Accountants

P-NA01880
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''^. 1 f )C ;Frl :h
i u1 11 ^^ NORTH AUSTIN MUNICIPAL UTILITY DISTRICT NO. 1

_.. „ ^ .
COMBINED BALANCE SHEET - ALL -GOVERNMENTAL Ft7t3D TYPES AND AMOUNT GROUPS

SEPTEMBER 30, 1985

Governmental fund tyT!^s
Account
group

General Totals
Debt Capital fixed (memorandum

General service pro'ects assets anlY-)ASSETS

CASH $ 36,570

CERTIFICATE OF DEPOSIT 92,005

DUE FROM OTHER FUNDS

RECEIVABLES:
Service accounts 20,593
Accrued interest 582
Builder damages 4,130
Due from developer -

operating costs 200

ORGANIZATIONAL COSTS

FIXED ASSETS (Note E)

TOTAL ASSETS $154,080

LIABILITIES AND FUND EQUITY (DEFICIENCY)

LIABILITIES:
Accounts payable and accrued

e nses
ta

31,484
cts payable^on

Due to other funds 13, 024
Refundable deposits 11,010
Bond anticipation
note payable (Note F)

TOTAL LIABILITIES 55,518

CONTINGENT LIABILITIES
(Note G)

FUND EQUITY (DEFICIENCY):
Investment in general fixed

assets
Fund balances (deficiency) :

Undesignated 98,562
Designated for debt service
Designated for authorized

construction

TOTAL FUND EQUITY
(DEFICIENCY) 98,562

TOTAL LIABILITIES AND
FUND EQUITY $154,080

$ - $ 5,747 $ - $ 42,317

40,273 2,325,995 2,458,273

13,024 13,024

20,593
56 46,890 47,528

4,130

200

198,516 198,516

6,241,104 6,241,104

$53,353 $2,378,632 $6,439,620 $9,025,685

$ - $ 18,0710 $

8,800,000

8,818,281

$ 31,694
18,071
13,024
11,010

8,800,000

8,873,799

6,439,620 6,439,620

98,562
53,353 53,353

( 6,439,649) ( 6,439,649)

53,353 ( 6,439,649) 6,439,620 151,886

$53,353 $2,3789632 $6,43^9,620 $9,025,685

See notes to financial statements.

2
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RITTER NORTH AUSTIN MUNICIPAL UTILITY DISTRICT NO. 1

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANCES IN FUND
BALANCES - ALL GOVERNMENTAL FUND TYPES

YEAR ENDED SEPTEMBER 30, 1985

Governmental fund types Totals
Debt Capital (memorandum

General service pr-ojects_ _- only)

REVENUES:
Water service (Note C) $ 38,392 $ - $ $ 38,392
Sewer service (Note C) 29,111 29,111

Maintenance taxes (Note D) 10,726 10,726
Customer surcharge ( Note C) 51,913 51,913
Tap connection fees (Note C) 137,391 137,391
Sewer inspection fees ( Note C) 45,125 45,125

Interest on time deposits 5,788 925 6,713
Application fees 1,643 1,643
Penalty and interest 691 691

Reimbursement for builder
damages 4,130 4,130

Miscellaneous income 5,472 5,472

TOTAL REVENUES 278,469 52,838 331,307

EXPENDITURES:
Purchased water and sewer

service 46,468 46,468
Professional fees 56,047 56,047
Contracted services 34,099 34,099
Meter expense 14,262 14,262
Utilities 3,948 3,948
Repairs and maintenance 17,904 17,904
Tax assessment and collection 5,431 5,431

Other expenditures 1,265 29 1,294

Insurance 1,964 1,964
Directors' fees 3,100 3,100

Capital outlay 6,439,620 6,439,620

TOTAL EXPENDITURES 184,488 6,439,649 6,624,137

EXCESS REVENUES (EXPENDITURES) 93,981 52,838 ( 6,439,649) ( 6,292,830)

beginning of yearFUND BALANCE 4,581 515 5,096,

FUND BALANCE ( DEFICIENCY),
end of year $ 98,562 $53,353 ( $6,439,649) ($6,287,734)

See notes to financial statements.

3
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NORTH AUSTIN MUNICIPALliJ C IE:Li UTILITY DISTRICT NO. 1
. ....

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND

BALANCE - BUDGET AND ACTUAL - GENERAL FUND

FOR THE YEAR ENDED SEPTEMBER 30 , 1985

General fund
Variance
favorable

Actual Budget (unfavorable)

REVENUES:
Water service (Note C) $ 38,392 $ 35,408 $ 2,984
Sewer service (Note C) 29,111 35,978 ( 6,867)
Maintenance taxes (Note D) 10,726 10 726
Tap connection fees (Note C) 137,391 115,800

,
21,591

Sewer inspection fees (Note C) 45,125 45,125
Application fees 1,643 1,643
Penalty and interest 691 691
Reimbursement for builder damages 4,130 4,130
Interest on time deposits 5,788 5,788
Miscellaneous income 5,472 5,472

TOTAL REVENUES 278,469 187,186 91,283

EXPENDITURES:
Purchased water and sewer service 46,468 65,239 18,771
Professional fees 56,047 55,000 ( 1,047)
Contracted services 34,099 54,875 20,776
Meter expense 14,262 ( 14,262)
Utilities 3,948 6,000 2,052
Repairs and maintenance 17,904 15,000 ( 2,904)
Tax assessment and collection 5,431 ( 5,431)
Insurance 1,964 ( 1,964)
Directors' fees 3,100 3,500 400
Other expenditures 1,265 ( 1,265)

TOTAL EXPENDITURES 184,488 199,614 15,126

OTHER FINANCING SOURCES:
Advance from developer, net 12,428 ( 12,428)

EXCESS OF REVENUES AND OTHER FINANCING
SOURCES OVER EXPENDITURES 93,981 $ - $ 93,981

FUND BALANCE, beginning of year 4,581

FUND BALANCE, end of year $ 98,562

See notes to financial statements.

4
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LAMt .1-Z
1^0(Xl& NORTH AUSTIN MUNICIPAL UTILITY DISTRICT NO. 1
}-tfT"hLR

.;ERTIRED'='I6:.IC %r.,CCiJiA^1P,
NOTES TO FINANCIAL STATEMENTS

A. Creation of District:

North Austin Municipal Utility District No. 1(District) was created
by order of the Texas Water Commission effective November 15, 1983,
in accordance with Chapter 54 of the Texas Water Code. The Board of
Directors held its first meeting on January 24, 1984.

B. Summary of Significant Accounting Policies:

The accounting policies of the District conform to generally accepted
accounting principles as applicable to governments. The following is
a summary of the significant policies:

Basis of Accounting:

The accompanying financial statements have been prepared on the
modified accrual basis of accounting applicable to governmental

funds. Revenues of governmental funds are recognized when received
except those accruable, which are recorded as receivables when they
become measurable and available to pay current period liabilities.
Expenditures are recognized as incurred, except for bond interest
which is recognized when due.

Fund Accounting:

The financial transactions of the District are recorded in individual
funds and account groups. The columns on the accompanying financial
statements captioned "Totals (memorandum only)" are not necessary for
a fair presentation of the financial statements nor do they present
consolidated financial information, but are presented as additional

analytical data.

The following fund types and account groups apply to the District:

Governmental Funds:

General Fund -- To account for all revenues and expenditures not
required to be accounted for in other funds.

Debt Service Fund -- To account for the accumulation of financial
resources for, and the payment of interest and principal on, all
general obligation debts of the District. The primary source of

revenue for debt service is general property taxes and the monthly

customer surcharge.

Capital Projects Fund -- To account for financial resources desig-
nated to construct or acquire capital facilities or improvements.

Account Groups:

General Fixed Assets Account Group -- To account for the fixed
assets of the District.

5
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LL=E Itl"ITI1; NORTH AUSTIN MUNICIPAL UTILITY DISTRICT NO. 1

NOTES TO FINANCIAL STATEMENTS

(Continued)

B. Summary of Significant Accounting Policies (Continued):

General Fixed Assets:

General fixed assets are stated at the full cost of assets owned by
the District, The cost of the general fixed assets includes all
costs associated with the creation of the District and the sale of
bonds. The interest cost during the construction period is
capitalized. Depreciation is not recorded on general fixed assets.

Property Taxes:

Ad valorem taxes and penalties and interest are reported as revenue
in the fiscal year in which they become available to finance
expenditures of the fiscal year.

Interfund Transactions:

Transfers from one fund to another fund are reported as interfund
receivables and payables if there is intent to repay the amount and
if the debtor fund has the ability to repay the advance on a timely
basis. Operating transfers represent legally authorized transfers
from the fund receiving resources to the fund through which the
resources are to be expended.

C. Water and Sewer Service Rates:

The District established the following rates effective September 5,
1984:

Water Rates:

First 2,000 gallons of water used (minimum bill)
Each additional 1,000 gallons over 2,000 gallons

Sewer Rates:

First 2,000 gallons per connection (minimum bill)
Each additional 1,000 gallons over 2,000 gallons

6

$ 4.55
1.83

5.10
1.78
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Lr\NIF'H
LOCISI_& NORTH AUSTIN MUNICIPAL UTILITY DISTRICT NO. 11"Lk

NOTES TO FINANCIAL STATEMENTS

(Continued)

C. Water and Sewer Service Rates ( Continued):

Monthly Water and Sewer Surcharge:

In addition to the above rates, each dwelling unit or for commer-
cial customers, the equivalent thereof in Living Unit E uivale:► ts,

%is charged a special water and sewer surcharge of 18.20 per

month.

Tap and Inspection Fees:

5/8" tap $ 300.00
3/4" tap 425.00

1" tap 650.00
1-1/2" and over 3 times cost
Residential sewer inspection fee

fetii
100.00

001 000enspec onCommercial sewer .,

Security Deposits:

5/8" meter $ 50.00
3/4" meter

"
75.00

00150meter1
1-12" meter

.
250.00

2 ' meter 375.00
Over 2" meter 3 times

estimated
monthly
usage

D. Property Taxes:

For the 1984 tax year, the District levied an ad valorem maintenance
tax at the rate of $.40 per $100 of assessed valuation, which
resulted in a tax levy of $10,246 on the taxable valuation of

$2,561,422. This maintenance tax is being used by the General Fund

to ay the operating expenses of the District's water and wastewater
AII taxes including penalty and interest were collected^em .sys

prior to September 30, 1985.

E. Changes in Fixed Assets:

A summary of changes in fixed assets follows:

Balance Balance
September 30 September 30

1984 Additions Deletions 1985

Water, sewer and
drainage
facilities $ - $5,529,132 $ - $5,529,132

City fees 228,081 228,081

Engineering fees 437,185 437,185
Construction in

46 706 46,706,progress

$ - $61241,104 $ - $6,241,104

7
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I L L^^(Xk^^ NORTH AUSTIN MUNICIPAL UTILITY DISTRICT NO. 11 {1" I °hI^I Z

NOTES TO FINANCIAL STATEMENTS

(Continued)

F. Bond Anticipation Note Payable:

On December 31, 1984, the District issued North Austin Municipal
Utility District No. 1 bond anticipation note, Series 1984, in the
principal amount of $8,800,000 at par, with interest at 80% of a
defined prime not to exceed 15%. Principal and interest are due in
one year or upon issuance of contract bonds if such issuance occurs
within a year. Proceeds of the note are to be used to finance the
acquisition and construction of the District's off-site wastewater
projects.

G. Contingent Liabilities:

Under the Utility Construction Agreement between North Austin
Municipal Utility District No. 1 and Milwood Joint Venture II
(Developer) dated March 8, 1984, it was agreed that the Developer
would fund the cost of projects to be constructed until such time as
the District could issue bonds related to the projects. The agree-
ment states that the District's obligation to reimburse the Developer
for funds advanced is contingent upon the issuance of the bonds or
bond anticipation notes for each specific project. As of
September 30, 1985, the Developer has incurred construction costs,
(excluding capitalized interest and net of reimbursements by the
District to date from proceeds of bond anticipation notes) of
approximately $7,100,000. Since the District is not obligated to
reimburse the Developer until bonds are issued, no part of this
amount is reflected in the combined financial statements of the
District.

H. Subsequent Event:

On December 3, 1985, the District participated in the issuance of
North Austin Municipal Utility District No. 1, City of Austin, Texas
Contract Revenue Bonds in the principal amount of $16,300,000. The
bonds mature over twenty-four years with the first maturities due in
five years. The bonds were issued at an effective interest rate of
approximately 9.96% with interest payable semi-annually. The
District is responsible for a 34.8% share of the bond issue.

8
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NORTH AUSTIN
MUNICIPAL UTILITY DISTRICT NO. 1

$2,100,000
Unlimited Tax and Revenue Bonds

Series 1986A

Selling Tuesday, October 14, 1986
at 2:00 PM, CDT
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In the opinion of Bond Counsel, interest on the Bonds is excludable fran the
gross income of the owners therer;f for fec:x:ral income tax purposes pursuant to
Section 103 of the Internal Revenue Code of 1954, as amenr3ed, and existing
regulations, published rulings and court decisions. SEE "TAX EXEMPTION AND
PENDING FEM^AL LEGISLATION" HEREIN FOR A DESCRIPTION OF THE POSSIBLE EFFECT OF
PENDING LEGISLATION ON SUCH EXEMPTION.

GVFICIAL WLW DATED AUGUST 20, 1986

$2,100,000
North Austin Municipal Utility District No. 1
Unlimited Tax and Revenm Bonds, Series 19 86A

(Travis and Williamson i, Texas)

Payment of the principal of and interest on the Bonds is secured by the levy
of an annual ad valorem tax, without legal limitation as to rat-e or amount,
against all taxable property within the District and by a p],erigm of and lien on
the net revenues of the District's waterworks and sanitary sewer system.

Dated. November 1, 1986 Due.-, August 1, as shown below

Yield Yield
Interest or Interest or

Amount Maturity Rate Price Amount Maturi Price

50,000 1991 $ 125,000 1999
50,000 1992 150,000 2000
75,000 1993 150,000 2001
75,000 1994 175,000 2002
75,000 1995 175,000 2003
100,000 1996 200,000 2004
100,000 1997 225,000 2005
125,000 1998 250,000 2006

The Bonds are offered for delivery when, as, and if issued, and subject to
the t2-qualified approval of the Attorney General of Texas and of Brown Maroney
Rose Barber & Dye, Austin, Texas, Bond Counsel, whose approving opinion will be
printed on the Bonds (see "Tax Exemption and Pending Feder,-J. Le-gislation°) . It
is expected that the Bonds will be delivered on or abotk ift.^^anber 12, 1986.
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WARD OF DIRECIM

Name

Steve D. Pena
President

Charles Morrison
vice President

David W. Gray
Secretary/Treasurer

Address Occupation

1717 N. IA-35, Suite 300 Partner/Pena Swayze & Co.
Round Rock, TX 78680 Certified Public Accountants

1006 Perry Brooks Bldg. owner/Morrison Properties -
Austin, TX 78701 Real Estate Investments

12212-H Technology Blvd. Partner/Haynie Kallman & Gray
Austin, TX 78727 Inc. - Registered Civil

Engineer

Dennis L. Miller 9130 Jollyvil.le #350
Assistant Secretary Austin, TX 78759

Robert Schultz 314 Highland Mall, #560
Assistant Treasurer Austin, TX 78752

DIS !CI'

Brown Marorey Rose Barber & Dye .......................... Bond Counsel

Austin, Texas

Armbrust & Brown ...................................... General Counsel
Austin, Texas

Carlson & Dippel .................................... District Engineer
Austin, Texas

Lanier Locke & Ritter ......................................... Auditor
Austin, Texas

Texas Capital Markets, Inc . ......................... Financial Advisor
Austin, Texas

Amtex Corporation ......................................Gereral Manager
Austin, Texas

Riata Associates, Inc . ......................... Administrative Manager
Austin, Texas
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OFFICIAL S*!'WBRM SUPWWY

The following material is qualified in all respects by more complete
information and financial statements contained in this Official Statement.

The ^ssuer, ..... North Austin Municipa.l. Utility District Na. 1 (the
"District") is a governmental agency of the State of
Texas located in Travis and Williamson Counties, Texas.

The T-;ss^^., o ..,...„, . $2a1(?0,000 Unlimited Tax and Revenue Bonds, series l985A
(the "Bonds!") will be issued pursuant to a resolution
(the "Bond Resolution") of the Board of Directors of the
District.

Source of ^T,,Iayr•`ent...... Payment of the principal of and interest on the Bonds is
secured by the levy of an annual ad valorem tax, without
legal limitation as to rate or amount, against all
taxable property within the District and by a pledge of
and lien on the net revenues of the District's waterworks
and sanitary sewer system. The Bonds are obligations
only of North Austin Municipal. Utility District No. 1 and

are not c#a,ligation.^ of the City of Austin, Texas or any
other entity.

Use of Proceeds from the sale of the Bonds will be used to (1)
p,:);rrlias.e certain water, wastewater and drainage
tac.a.i. i.-desF (2) capitalize interest on the Bonds for a
period of one year, ( 3) reimburse certain developer
interest co-sts, and ( 4) pay certain costs of issuance.

Rating. ........ Ratings on the Bonds, have not been requested of Moody ' s
1^westors Service or Standard & Faor' s (brporation.
Prospective purchasers are urged to examine carefully the
Official Statement with respect to the investment
quality of the Bonds.

Lral. Investments...... Under Texas law, the Bonds are legal investments for all
banks, trust companies, savings and loan associations,
insurance companies, fiduciaries and trustees. The Bonds
are eligible to secure all deposits of public funds of
the State of Texas and all instrumentalities of the
State, including counties, cities and school districts.
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CMQAI. S7?ffENW
ROLMM TL.?
$2,100,000

North Austin Municipal Utility Distict No. I
Unlimited Tax and Revenue Bonds, Series 1986A.

Mavis and Williamson oDunties, Texas)

The purpose of this Official Statement is to set forth certain information
in connection with the issuance of the above-captioned bonds (the "Bonds") by the
North Austin MuniciFal. Utility District No. 1 (the "District").

THE BCHS

Description

The Bonds will be dated November 1, 1986, will bear interest at the rates
and will mature in the amounts and on the dates set forth on the cover page of
this Official Statement. interest will be payable on February 1, 1987 and
semiannually thereafter on rebraary 1 and August 1.

The Bonds will be issued as fully registered bonds without coupons in the
denomination of $5,000 or any integral multiple thereof for any one maturity,.

Principal of the Bonds will be payable to the registered owner (the
"Registered Owner") at maturity or redemption upon presentation to the Bank
Austh.n, 13ational, Association, Austin, Texas (the "Paying Agent/Registrar").
° terest on the Bonds will be pay abl e by check or draft, dated as of the interest

date, and sent by U.S. mail, first class postage prepaid, on or before
the interest payment date, by the Paying Agent/Registrar to Registered Owners as

1.:ha the records of the Paying Agent/Registrar on the Record Date.

The Record Date shall be the 15th day of the month next preceding any
interest payment date.

Opt ional. Redemption

The Bonds will be redeemable on or after August 1, 1996 at the option of the
District, as a whole or fran time to time in part, in principal amounts of $5,000
or any multiple thereof, on any date at the respective redemption prices,
expressed as percentages of the principal amount of the Bonds to be redeemed, set
forth below, together with accrued interest to the r edemption date:

Redemption Period Redemption
(both dates inclusive) Prices

August 1, 1996 to July 31, 1997 101.5%

August 1, 1997 to July 31, 1998 101.0
August 1, 1998 to July 31, 1999 100.5
August 1, 1999 and thereafter m<,..,e 100.0

,G..:.
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Extraordinary Optional Redemption

Redemption Periods
(both dates inclusive)

Redemption
Pr ices

Date of Delivery of the Bonds to July 31 , 1996 .... ..... - 103.0%
August 1, 1996 to July 31, 1997 c©.....s-- .oa.oo.oooooAO 101.5
Augusf. 1, 1997 to July 31, 1998 ..®oooooo moooooa. AOa®aooo 101.0
August 1, 1998 to July 31, 1999 ..oonoaaooooooaoma. aoo.oo04 100.5
August 1, 1999 and thereafter ooooooo^^^...v...oo6--oaa® 100.0

Notice of Redemption

I Sale to Initial Purchaser

-7-
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PAYUG AGENJC/RBGI57RAR

Registration, Transfer and Rwhange

The Bonds may be transferred, registered and assigned only on the
registration books of the Paying Agent/Registrar, and such registration and
transfer shall be without expense or service charge to the Registered owners,
except for any tax or other governmental charges required to be paid with respect
to such registration and transfer. A Bond may be assigned by the execution of an
assignment form on the Bonds or by other instrument of transfer and assignment
acceptable to the Paying Agent/Registrar. A new Bond or Bonds will be delivered
by the Paying Agent/Reggist:rar in lieu of the Bond being transferred or exchanged
at the principal office of the Paying Agent/Registrar, or sent. by United States
registered mail to the new Registered Owner at the owner's request, risk and
expense. To the extent mssible, new Bonds issued in an exclaa-Y •^,e or transfer of
Bonds will be delivered to the Registered owner or assignee of the owner in not
more than three (3) business days after the receipt of the Bonds to be cancelled
in the exchange or transfer and the written instrument of transfer or request for
exchange duly executed by the Registered Owner or his duly authorized agent, in
form satisfactory to the Paying Agent/Reg^straro New Bonds registered and
delivered in an exchange or transfer shall be in de^ ^minations of $5,000 for any
one maturity or any integral multiple thereof and for a like aggregate pm-in.ci^sft
amount as the Bond or Bonds surrendered for exchange- or transfer.

Successor Paying Agent/Registrars

If the Paying Agent/Registrar becomes unable for any reason to act as Paying
Agent/Registrar, or if the Board of Directors of the District determines that a
successor Paying Agent/Registrar should be appointed, a successor Paying
Agent/Registrar shall be selected by the District. Any sucoessor Paying
Agent/Registrar shall be either a bank, trust company, financial institution, or
other entity duly qualified and legally authorized Lo serve and perform the
duties as -1-aying agent and registrar for the Bonds.

TAX RATE LIMITIWWK

All taxable property within the District is subject to the assessment, levy
and collection by the District of a continuing direct anncal ad valorem tax
sufficient to pay principal of and interest on the Bonds, the District's
$5,225,000 Series 1986 Bonds (the "Series 1986 Bonds"), the District's pro rata
share of the Series 1985 City of Austin, Texas Contract Revenue Bonds and any
future bonds which may be authorized and issued from time to time without legal
limit as to rate or mount. Additionally, the District has the statutory
authority to levy a maintenance tax in an amount not to exceed $1.50 per $100
assessed valuation as approved by the voters within the District on April 7,
1984. The proceeds of the main1temg= tax can be used for maintaining and
operating the District's facilities and for making contract payments to the Ca.tby
for water and sewer service. See "PGRE-M&`I` FOR WATER AND SEWER SERVICE."

-^-
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US D.LS7RICT

The District was created by order of the Texas Water C ommission on November
15, 3383, and confirmed by an election held within the District on February 18,

^ 1984. The District contains 997.690 acres of land and is located adjacent to the
northwestern City limits approximately 10 miles from the central business
district of the City. Approximately 11.61 acres of the District lie within the
City limits.

Of the 997.690 acres located within the District, approximately 290 acres
have been developed into single-family and multifamily residences and into
oomercial dsvelognerYts. The remaining 707.69 acres include approximately 13,7

^ anxes for schools, 64 acres for park land and 630 acres of raw land. The sx^iocl
and parkland acreage is excluded from the District's ad valorem tax rollso

^ Currently, 622 residential units are occupied and an additional 30 units are,
complete and ready for occupancy. There are 138 additional units in various
stages of construction, with new starts occuring daily. Reside.^.ttial develoMeLt.
within the District includes single family units.

^ Upon buildout, land within the District is eiTeec-ed to accommodate
approximately 23,401 persons and to contain approximately 8,333 residential water
and sewer, connections.

The land within the District is being developed by the Milwood Joint Venture
II. See THE rEVELOPERS" for more information.

The net assessed valuation of the District was $77,596,738 as of January 1,
1986. The estimated net assessed valuation as of January 1, 1987 is
$122,000,000. (1)

(1) Source: Williamson County Appraisal District.

THE YRCTJHCP

The proceeds from the sale of the Bonds will be used to purchase water
distribution, wastewater collection and drainage facilities within the District
that have already been constructed. Water distribution improvements include
approximately 15,585 feet of 6-inch to 16-inch water lines and 1,850 feet of
prekalastinq for future construction. Wastewater system improvements include
approximately 24,068 feet of 6-inch to 15-inch wastewater collection lines and
appurtenances. Drainage improvements include approximately 9,170 feet of 18-inch
to 66-inch storm sewer pipe and appurtenances, approximately 372 feet of ditch
and roughly 675 feet of preblasting for future construction.

rEM FOR TELE IlSMOVEM@Ti5

7.hese improvements are needed to further extend City water and wastewater
service to the District, and construct a master meter vault located outside the
District. Anticipated development in the District could not occur without these
facilities.

-9-
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. ..^
HIl6IS OF DgS 73G8

The facilities have been designed to meet the requirements and criteria of
the Texas Department of Health, Travis County, Williamson County and City.
Sizing of the facilities was based on the estimated needs of the anticipated
developnent and existing flows in the service area and was coordinated with the
City of Austin.

FSTDQWM DLSF .^'.sITIDi3 OF BORD PROU"F.IS

The estimated disposition of Bond proceeds is set forth belo^^a. These
estimates have been prouided t; the District's engineer and are based on
completed Project construction expenditures, including construction change
orders.

Construction Costs
Water Distribution ....>r... ... ., s... .. $ 334,444
Wastewater Collection . . ... . .o . . , . o o .> .. .. .> 484,950

Storm Drainage . ........u....,. M,:- .i. :q^^...,G^. 318,257
Master Meter Vault ..... ...e...o<,.aa,ah.e.r-.. 23,000
Engineering ............... R.a.:,A............. 99,311
City of Austin Inspection Fees . . A.. . U.. <, n_> 69H,030

Subtota.7. ......................o,,-- or,>o $l 3^28 9_92

Non-Construction Costs
Developer Interest .G.,orz:.n_.,a n ...P.>az.,. _ ,. $ 340,294
Bond Discount ...........e,.a.......:..E_.... 42,000(1)
Capitalized Interest . .... .. .. .. . .. ........... . 210,000(2)
Legal, Fiscal and other costs of issuance ..... 178.714

Subtotal .................... $ 771r008

r-7TAL ..n .. ^ e.. o9..vo 0 o_fl $2,100,000

(1) 2% of Bond issue
(2) The District will capitalize one year of interest at the rate of the Bonds,

not to exceed $210,000.

-10-
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PRQJB(3"ED IWT SERVICE RBDUIREMENIS
$2,100,000

North Austin Municipal Utility District Na. 1
Unlimited Tax and Revenue Bonds, Series 1986A

{Dated 11/1186)

rls(al
Year

Ending
/301

1987
1988
1989
1990
1991
1992
1993
1994
1995
1996
1997
i998
A999
2000
2001
2002
2003
2004
2005
2006

AMME

Total
^riaq, ael Interest (1) Reguiranents

S S 175,000 $ 175,000
210,000 210,000
210,000 210,000
210,000 210,000

502000 210,000 260,000
50,000 205,000 255,000
75,000 200,000 275,000
75,000 192,500 267,500
75,000 185,000 260,000
100,000 :i77e500 277f>500
100,000 - f57,5Caa 267,500
125,000 ..,57,503 282,500
125,000 145,000 270,000
150,000 wn32,500 282,500
150,000 13.7,500 267,500
175,000 102,500 277,500
175,000 85,000 260,000
200,000 67,500 267,500
225,000 47,500 272,500
250,000 25,000 275,000

S2.100L000 $3,022,500 $ 5,122,500

14,022Years

(1) Interest has been (,vAou,l.ated at a rate of IOo004 peµ amu^^^ for purposes of
illustration.
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FF '4:AL - A,:'9 1. ^` ^ P- kMr-'^'i"1

1986 Net Taxable Assessed VaL up-ti.on77596 738 (1) (2)

District Funded Debt Payable
Ad Va3 or em Taxes

The Contract Bonds < r > :: ,. - „ ^ $ 5,674,030 (3)
District Bonds 5,225,000
1heBorxds. ....v,,,.>.....,. 2.100,000

^MAL.... .............o>,.: $ 12,999,030

Ratio Total Debt to 1986 Net Taxable
Assessed Va.luationA4m^n 16.75%

1987 Estimated Net Taxable Assessed Va2oat:=: $122,000,000 ( 2)(4)(5)

Ratio Total Debt to 1987 `ms[::?mated NeL TaAalil-e
Assessed Valuation-- .m..<m..a4^o 10.>55%

1986 District Papuu a`,.azon. Estimate, -1,;200 (6)
Per Capita Net Debt - $10,833

Area - 997.690 acres

(1) Source: Williamson GDunty Appraisal District
(2) The District allows property tax exemptions for disabled veterans only.
(3) In December, 1985, the District issued $16,300,000 of City of Austin

anitract Revenue Bonds. The District is obligated to pay 34.81% of the debt

>^ervicz attributable to the contract bonds. Payment of the District's share
of the principal and interest on the contract. bonds is seaured by a
of and first lien on certain revenues of the District and :71 the Dist,:istl°-a
ad valorem tax revenues, if necessary. See "CDN`.tRACT B ONDS " and "AGBEEM°1'

FOR WATER AND SEWER SERVICE".
( 4) Source: Behrens Tax Service, Tax Collector for the District.
`5) :1 assessed values are estimated at 100% of market value in compliance with

the rew property tax code of the State of Texas.
; 6; Sou-c..̂ ; The District.

Vpa,UMMN AND FUNCED IEE3T HISTORY

Net Taxable Funded Debt 8.s.t.io Funded

Fisca.7. Assessed Outstanding Debt to Net Taxable

Year Valuation at Year End Assessed Valuation

1984-85 ( 1) $ 2,291,152 $ -°0- -0-

1985-86 43,743,698 20,890,030 24,90%

1986-87 77,989,554 1 2,990,030 (2) 161157%

(1) The 1984-85 fiscal year was the f^ year the District asses-,z-.d fir=^ 1,-,? ed,

a tax.
(2) Includes the Bonds,

-12-
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ES ^ C)V'IItI.19'1'PIIyG T AD VALCREK TAXES

Total % (1) Overlapping
Taxi Jurisdiction Funded Debt A12pAicabl Funded Debt

The District S 12,999,030(2)(3) 100.00% $12,999,030
und Rock Independent School D.istriet. 122,991,000 1.18% 1,451,294

Travis County 85,284,011 1.37% 1,168,391
Williamson County 0 .26% 0

TOTAL OVERLAPPIM T $15r618,715

Ratio Overlapping Funded Debt to 1986
Net Taxable Assessed Valuation .................................. ... 20.13%

(1) Source: Williamson County Appraisal District
(2) Includes the Bonds.
(3) Includes contract bonds.

TAX A

Net Operation
Taxable and

Fiscal Assessed Bond Maintenance Current a1
Yar Valuation Tax Tax Collections(l) Collections(l)

4.
1984-85 $ 2,291,152 $ 0 $0.40 99.7% 99.7%

1985-86(2) $43,743,698 $ 0 $0.40 94.8% 94.8%

(1) Source: The District
(2) 1985-86 s a reappraisal year for The District.

TAX

1986 Net Taxable Assessed Valuation ......................... $ 77,596,738 (1)
Maxim Annual Debt Service Requirements

(includes this issue at 10.00%) ......................... $ 1,592,132 (2)
A Tax Rate of $2.16 per $100 of 1986 Net Taxable

Assessed Valuation assuming a 95% collection,
produces ................................................ $ 1,592,285

1987 Estimated Net Taxable Assessed Valuation ............... $1 22,000,000 (1)
Maximum Annual Debt Service Requirenents

(includes this issue at 10.00%) ......................... $ 1,592,132 (2)
A Tax Rate of $1.38 per $100 of 1987 Estimated Net

Taxable Assessed Valuation assuming a 95% collection,
produces ................................................ $ 1,599,420

(1) Assessed Valuation as of January 1.
(2) Includes the District's pro rata share of the contract bonds, the

outstanding District Bonds and the Bonds.

-13-
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'RUP TAN TWAXWS

1986 % of Tatal
Assessed Assessed

Name of er Nature of Property Valuation Valuation,

:l.o Milwood Joint Venture II Residential $27,372,084 35.27%

2, Austin 620 Joint Venture Oxnercial & Multifamily 11,591,185 14.94

.^ A 3̂ ii1 Milburnr Inc. Residential 6,336,538 8.17

4, parfner Investments Commercial Land 896,467 1.16
5. Southern Union Gas Utilities 823,530 1.06

6. Milburn Cable Co. Utilities 125,000 .16
7. Milligan, Doug Residential 121,581 .16

8. Caudill, T. T. R.esiciential. 116,840 .15
9. Barz, Kurt W. Residential 116,608 .15

10. Mitchell, A. L. Residential 115.608 .15

TOTAL $47,615,441 61.36%

UNFUMED EMT ANIDI.E^.SE I,Mff=N

The District currently has no outstanding unfunded debt GL- leose obligations.

-14-
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See "SEW ECAPACI'1'Y" for explanation of the current status of the supply
of sanitary sewer service to the District by the City and for a discussion of
the efforts being undertaken by the Distriut, teY^ supply sanitary sewer service to
its new austaner s.

As of September 15, 1986, the Dictrict's development status of residential
units is as follows:

Units Started Units Cx eted Units Ossv̂̂ i

700 652 622

There are 1.4.48 acres of platted and devaloped ca,,-T,;-,-rcial property in the
Dist:rict® One section of this pro^^rq.r as a cable ,s;^am;^,rn,r building on it.

DISTRICT MAMEPENT

Jt

-15-
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The City shall furnish, install, operate and maintain, at its expense, at
each point of delivery to the District, the necessary metering devices to measure
the water delivered to the District under this Cbntra+ct. The District shall
furnish and install a meter house or pit and appurtenances to accept the water
meter. The City shall calibrate the metering equipment: whenever requested ty the
District, but no more frequently than once every ttveLve (12) months. A meter
registering not more than two percent (2%) above or below the test result shall
be deemed to be accurate. If any meter fails to register for any period, the
amount of water furnished during such period shall be deemed to be the amount of
water delivered in the corresponding period immediately prior to the failure,
unless the City and the District agree on a different amount. The metering
equipment shall be read once each calendar month.

SEWAGE CAPACITY

Pursuant to the Agreement, the City agrees to receive, treat and dispose of
all sewage collected ty the District and delivered to the City at a point or
points of delivery into the City's sanitary sewer trunk line as extended by the

District pursuant to the Agreement, said point or points of delivery to be
designated by the District's engineer and approved by the City. In the

Aqre,,,3rentG the City covenanted that sewage treatment and disposal services
ia,orided to the District shall be nondiscriminatory and uniform with the policy
or policies established by the Austin City Oouncil for the provision of utilities
outside the City limits. In the Agreement, the City covenanted that it would
construct and maintain adequate sewage treatment ^^^acity to provide service to
the District. According to the District's engineer°s design criteria, this
contractual capacity would be adequate for full District developnent, assuming
that the City's sewage treatment facilities are adequate to meet their
contractual obligations. The City receives, treats and disposes of sewage
collected by the District at its Walnut Creek Wastewater Treatment Facility (the
"Walnut Creek Facility").

SRCRM IRAINAGE SYSTEM

The District® s storm drainage system has been reviewed and approved by the
City of Austin. The City has also inspected and approved the construction of
this system.

-18-
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Meter Size M12 Fee

5/8" $300.00
3/4" $425.00

$650.00
ce 1-1/2" and To be installed by the

over 1-1/2" District at cost times 3

The District's sanitary sewer tap fees shall as follows:g^.
Residential $ 100.00
Commercial $1,000.00A

Sewer tap installation involving excavation of the sewer main shal.1 ba
performed by the District at oost plus 25% in addition to the above sewer tap
fee®

_1.9._
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if more than one. (1) inspection is regmred before a tap is approved by the
i7istrict, the fee for each additional inspection shall be $75.00.

A security deposit per connection shall be paid to the District's

representative by each customer in the following amounts.

Meter Size S ri?;^y De sit

5/8" $ 50.00
314" $ 75.00

in $150.00
1-1/2" $250.00

2" $375.00
over 2" 3 times estimated

monthly usage

Security deposits shall not be transferable and shall be held by the District to
assure the pranpt payment of all bills for water and wastewater services to the

customer. Following eight ( 8) months of prompt payment, when due, of the
District's utility bills, a customer who owns and occupies a reside nce within the

District shall, upon written request to the District's represent,ative, be

entitled to a refund of its security depos.^t^ provided, however, that the

District may require the customer to replace the security deposit in the en7ezYc

the customer thereafter makes late payments for two ( 2) or more consecutive

months. At its option, the District may apply all or any part of a custcmer's

security deposit against arky delinquent bill of the customer. Upon

discontinuation of service, the deposit shall be applied against, amounts due,

including any disconnection fees, whether because of the cust-areers delinquency

or upon the customer's request. Any portion of the deposit remaining after

deduction of such amounts shall be refunded to the ciastomter. In no event shall

the security deposit bear interest for '.:.^se.^ ^^rsi it o,,12 the 47>^stcmer.

1. Water System
a. when meter removed $100.00

b. when meter not removed $ 40.00

2. Wastewater System -Ttao times the .;^ar to the D'F,strict.

-2G- .
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Delinguent Accounts

A late charge of ten percent (10%) of the amount of the bill shall be added
for eact, monthly billing date the delinquent amount remains unpaid. If a bill
remains delinquent for thirty (30) days, or is paid with a check which is
dishonored, water service all be discontinued in accordance with this
p.aragral3n. The customer shall be notified in the next billing after such thirty
(30) day period of the delinquency and the date upon which water service shall be
terminated if the account is not paid, which date shall be not less than five (5)
days from the date such notice is sent, Such notice sha11 state the time and
place at which the account may be paid and that any errors in the bill may be
corcected by contacting the District's representative, whose telephone number
shall also be given in such noticn, A similar notice shall be left ty the
District's representative on the door at the address to which the service in
question was provided.

GENERAL AND EUDSOPUC 1'N[URMT1lON RWJMDU THE DISTRICT
AND ITS SURROUNDDU AREA

Mq*1qyers

^.^ere are several major employers within close proximity of the D:.strict<
These include Schlumberger, Texas Instruments, Abbott Labs, +Columbia Sciericific,,,
3M, IBM, Tandem and MCC. The District is located approximately 11 miles north of
the central businesss district of Austin.

tail Oarr*-ers

The District is primarily dependent upon strip centers located alPa:a:%q U.S.
Highway 183. The largest shopping mall within close proximity, the Arborettm, is
located approximAel.y six miles south of the District. The Arboretum consa:sns a
hotel, bank, specialty shops, a large clothing store and four movie theatres,, In
addition, plans exist for a regional mall at the intersection of U.S. 183 a.:;xi <u;^
620, appr oximately one mile 'i;Yest of the District.

Schools

The District is located in the Round Rock Independent School District which
has an enrollment for the 1985-86 school year of 16,199. The school district
consists of two high schools, four middle schools and 13 elementary schools. One
high school, one middle school and 3 elementary schools presently are under
construction.

Recreatioml Facilities

Sixty-four acres have been set aside for ^,mrklancl and playground eq4^^en^G
There is a six acre park with recreatiora.i facilities being built in the
District. ^Inese facilities include a junior oaynpic pc-.±.;^,,^adinq bWi
house, two tennis courts, sport court, picnic tahles and grw.J,i.s,

.-?,l"

..^^

P-NA01909
183



930M OF WE BM UT]' .

. ral

The Bonds are secured by and payable from the levy of a continuing, direct
annual ad valorem tax, without legal limitation as to rate or mount, upon all
taxable property within the District and ty a pledge of and lien on the net
re,enues of the District's waterworks and sanitary sewer system.

Flow of Funds

Taxes levied and collected by the District pursuant to the provisions of the
Bond Resolution, after paying the expenses incurred in connection with the levy

and collection of such taxes, are to be deposited into the ap%licab1.e debt

service funds for the payment of debt service on the Bonds , .any additional

unl imited tax bonds.

Debt Service

The Bond Resolution pravides that the District will transfer fran the Debt
Service Fund to the Registrar, no later than five business days prior to any
principal or interest payment date on the Bards, an amount suff icient to pay the
principal and/or interest due on such payment date.

P-NA01910
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nemedies; in Event of fault

Registration, nan4er, and Exchange

RISK FACTM

General

The District makes no representation about the probability of development or
about the ability of owners of property within the District to implement
develognent plans. Prospective investors and purchasers are urged to personally
inspect the District and to make such investigations as are deemed necessary
concerning possible future develogmerYt of the District-

Registered Owners' Remedies
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pop"

The enforcement or claim for payment of principal of or interest on the
Bonds, including the remedy of mandamus, and the validity of the pledge of and

lien on taxes and revenues, would be subject to the applicable provisions of the

federal bankruptcy laws and to any similar laws affecting the rights of creditors
of political subdivisions generally.

Dependence on C?wnstruction of Future hmprm.',ax=ta,

Unless the District's tax base grows rapidly and continuously as a result of
construction of housing, commercial property, and other taxable improvements, the
Distri:. will be required to levy taxes at a rate substantially higher than
projected in the Section entitled "TAX ADEDk7ACY. °° Should no development occur in
the Districs, beyond that reflected by the 19-87 estimated net taxable assessed

va:l.uation of $122,000,000, at;ax rate of appzanignately $1.38 per $100 of assessed
valuation (assuming 95% coll eec: ion) i^au;:d '-de required to pay the maxi,a^nn annual

debt service ri-y7p:7,rsme.xf*s }ry) the Bor4s.

^ mio Factors

Continued development in the District is directly rUated to the housing
industry. The housing industry has historically been a cyclical industry,
affected by both short and long--terr► interest rates, availability of mortgage and
development funds, labor oond.itionts, and general economic conditions. An

increase in mortgage rates to hiS?her than present levels may adversely affect the
avail abil ity and desirability of °rrortgage financing for new homes and the number
of new housing startsP hence reducing demand for lots within the District
available for sale to tnilderc,

The housing industry in the klustin area is competitive and the District CAn
programs planned by the Devei olpers wA.T_. begive assurance that the buildinq

impionanLa.°d or completed. Competition from developers and develop:î en,ts outside

the District is directly related to tax revenues to be received ty the Dist:ict

and tin..^ ar^^Ah and maiA ^^ranoe of taxable values in the District.

ninys and Other IWeral Inoome Tax Considerations

The possible investment earnings on the unexpended amount of Bond proceeds
to be used for the payment of capitalized interest are based on assumed earnings
rates, as indicated herein.

AdditionaLl Bonds

The District may issue bonds necessary to provide improvements and

facilities, with approval of the Texas Water Commission (the INC"), and in the
case of bonds payable fran taxes, the voters of the District. The District is
further empowered to borrow money for any corporate purpose and may do so through
issuance of revenue notes, bonds, bond anticipation notes and tax anticipation
notes. Subsequent to the issuance of the Bonds, $49,475,000 of District bonds
will remain authorized but unissued.

Regulation of Issuance

Neitkser the Attorney General of Texas, the Texas Water Commission, nor the
District guarantees or passes upon the safety of the Bonds as an investment, or
passes upon the adequacy of the information contained in this Official Statement.

®24-
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OFFICIAL BID FORM

Honorable President and Board of Directors
North Austin Municipal Utility District No. I
Austin, Texas

October 14, 1986

Gentlemen:
Reference is made to your Official Statement and Notice of Sale and Bidding Instructions, dated August 20, 1986,

of $2,100,000 NORTH AUSTIN MUNICIPAL UTILITY DISTRICT NO. 1, UNLIMITED TAX AND REVENUE
BONDS, SERIES 1986A.

For your legally issued Bonds, as described in said Notice of Sale and Bidding Instructions and Official
Statement, we will pay you % of par and accrued interest from date of issue to date of delivery to us, plus a
cash premium of $ for Bonds maturing and bearing interest as follows:

Interest Interest
Matunry Rate Maturity Rate

8-01-1991 46 8-01-1999
8-01-1992 0/0 8-01-2000 %
8-01-1993 % 8-01-2001 %
8-01-1994 % 8-01-2002 %
8-01-1995 % 8-01-2003 %
8-01-1996 % 8-01-2004 %
8-01-1997 °.b 8-01-2005 %
8-01-1998 % 8-01-2006 %

Our calculation ( which is not a part of this bid ) of the interest cost from the above is:

Total Interest Cost .................................................... $
Less Premium ............................ ............................... $
Plus Discount ............................................................ $

^. .NET INTEREST COST ... .......................................
EFFECTIVE INTEREST RATE ............................ %

A Cashier's Check of the Bank, in the amount of $42,000, which
represents our Good Faith Deposit, is attached hereto or has been made available to you prior to the opening of this
bid, and is submitted in accordance with the terms as set forth in the Official Statement and Notice of Sale and
Bidding Instructions.

We agree to accept delivery of and make payment for the Bonds at MBank Austin, National Association, Austin,
Texas, on November 12, k286 or thereafter on the date the Bonds are tendered for delivery, pursuant to the terms set
forth in the Notice of Sale and Bidding Instructions. The "Initial Bonds," delivered in accordance with the Notice of
Sale, should be registered as follows: and we agree to
furnish the Paying Agent/Registrar, at least five days before payment is made for the Bonds, written instructtons as
called for in the Notice of Sale and Bidding Instructions.

Respectfully submitted,

By

Authorized Representative
ACCEPTANCE CLAUSE

The above and foregoing bid is hereby in all things accepted by the North Austin Municipal Utility District No. 1
this 14th day of October, 1986.

ATTEST:
President

Secretary

Return of Good Faith Deposit is hereby acknowledged:

By

P-NA01913
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OFFICIAL BID FORM
October 14, 1986

Honorable President and Board of Directors
North Austin Municipal Utility District No. I
Austin, Texas

Gentlemen!
Reference "t5 made to yqur Official Statement and Notice of Sale and Bidding, Instructions, dated August 20,1986,

of $2,100,000NC3RTH AUSTIN MUNiCIFA.T, UTILITY DISTRICT NO. 1, UNLIMITED TAX AND REVENUE
BONDS, SERIES 1186A.

For your legally issued Bonds, as described in said Notice of Sale and Bidding Instructions and Official
Statement, we will pay you % of par and accrued interest from date of issue to date of delivery to us, plus a

cash premium of $ for Bonds maturing and bearing interest as follows:

interest Interest
Maturity l^ntc Maturity Rate

8-01-1991 ^ 8-01-1999
8-01-1992 ^ 8-01-2000
8-01-1993 8-01-20} 1 3c
8-01-1994 °ln 8-01-2002
8-Q1-1915 ^ $-01-2003
8-01-1996 8-01-2004 °1a
"1-1997 8-C}1-2U05
8-01-1998 % 8-01-2006

our calculation (which is not a part of this bid) of the interest cost from the above is:

Total Interest Cost.. $
Less Premium ........................................................... $
Plus Discount. ............................................................ $

................... .... ......... .... ... ... $NET INTEREST COST
EFFEC'CIVE I;N"IEREST RATE ............................ %

A Cashier's Check of the Bank, in the amount of $42,€I00, which
represents our Good Faith Deposit, is attached hereto or has been made available to you prior to the opening of this

bid, and is submitted in accordance with the terms as set forth in the Official Statement and Notice of Sale and
Bidding Instructions.

We agree to accept delivery of and make payment for the Bonds at MBank Austin, National Association, Austin,
Texas, on November 12, 1986 or thereafter on the date the Bonds are tendered for delivery, pursuant to the terms set
forth in the Notice of Sale and Bidding Instructions. The "Initial Bonds," delivered in accordance with the Notice of
Sale, should be registered as follows: and we agree to
furnish the Paying Agent/ Registrar, at least five days before payment is made for the Bottds, written instructions as
called for in the Notice of Sale and Bidding Instructions.

Respectfully submitted,

BY
Authorized Representative

ACCEPTANCE CLAUSE
The above and foregoing bid is hereby in all things accepted by the North Austin Municipal Utility District No. 1

this 14th day of October, 1986.

President

ATTEST:
^:.

Secretary

Return of Good Faith Deposit is hereby acknowledged:

By
4:
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TAX EXEMMM AND Li:1N4l.LLyFEMWi_;l 11^G11^!'Fi2M,AId.N

Existing Law

In the opinion of Bond Counsel, under existing laws, regulations, rulings
and judicial decisions, interest on the Bonds is exempt from all present federal
income taxation. The form of Bond Counsel's opinion will change if the pending
federal tax legislation discussed below is enacted into law. The law upon which
the conclusion stated in Bond Counsel's opinion is based is subject to change by
the Congress, the Treasury Department and later judicial and administrative
decisions.

Pending Federal Max Legislation

On August 16, 1986, the comm ittee of conference he ween the U.S. House of
Representatives and the U.S. Senate agreed to zem^^.uiend to, those Houses of
GDngress certain amendments relating to H.R. 3838 as adopted by the U.S. House of
Representatives on December 17, 1985, and as adopted by the U.S. Senate on June
24, 1986. Report 99-841 (the "Conference Report"') which was ordered to be
printed on September 18, 1986 includes amendments proposed by the camittee of
conference to the provisions of the Internal Revenue Code. These proposed
amendments are, in general, to be effective for bonds, issued after August 15,
1986. Both the U.S. House of Representatives and the U.S. Senate have voted on
and adopted the Conference Report, The President has not yet signed H.R. 38389
and thus, ityhas not yet been enacted into law.

The Conference Report would create a new 20 percent alternative minimum tax
on corporations (payable in lieu of the regular tax if the amount of minimum tax
exceeds the amount of regular tax) for taxable years beginning after December 31,
1986. For taxable years beginning in 1987, 1988 and 1989, the Conference Report
would include as a corporate minimum tax preference item 50 percent of the excess
of (i) a corporation's adjusted net book income (e.g., the income including
interest on bonds issued by state and local governmental units, used in reports
or statements to shareholders/owners, or reports to creditors) over (ii) pre-tax
alternative minimum taxable income (as defined in the Conference Report). For
taxable years beginning after December 31, 1989, the Conference Report would
increase alternative minimum taxable income by 75 percent of the amount by which
adjusted current earnings, including interest on bonds issued by state or local
governments exceeds alternative minimum taxable income (before this adjustment).
7hus, under the Conference Report, interest on the Bonds would be included as an
adjustment for book income or adjusted earnings and profits for purposes of
computing a corporation's alternative minimum tax.

In the opinion of Bond Counsel, if the Interna7. Revenue Code of 1986 is
enacted into law in the form included in the Conference Report, the exclusion of
the interest on the Bonds from gross income of the owners thereof for federal
income tax purposes would not be affected adversely except that for taxable years
beginning in 1987, interest on the Bonds would be included as an adjustment for
book income or adjusted earnings and profits for purposes of determining the
amount of the alternative minimum ta^mble income of a corporation imposed by
section 55 of the Internal Revenue Code of 1986. In expressing this opinion,
Bond Counsel has relied upon and assumed compliance by the Issuer with certain
covenants with respect to the use and investment of the proceeds of the Bonds.

The Conference Report would include as an individua l and corporate
alternative minimum tax preference item the interest on certain private activity
bonds issued after August 7, 1986.
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M MOn EX r ^ a.^ .; I3M FEEEW LIGISLMOAI

Existing LOW

In the opinion of Bond Counsel, under existing laws, regulations, rulings
and judicial decisions, interest on the Bonds ^.s exempt from all present federal
income taxation. The form of Bond Counsel's opinion will change if the pending
federal tax legislation discussed below is enacted into law. The law upon which
the conclusion stated in Bond Counsel's opinion is based is subject to change by
the Congress, the Treasury Department and Later judicial and administrative
decisions.

Pending Federal Tax Legislation

On August 16, 1986, the =.,mrittee of conference between the U.S. House of

Representatives and the U.S. Senate agreed to r ecommend to those Houses of

Congress certain amendments relating to &--^̂U 3838 as adopted by the U.S. House of

Representatives on Deoember 179 1385, and as adopted by the U.S. Senate on June

24, 1986. 'Report 99-841 ( the "Conference Report") which was ordered to be
printed on Se,,ftember 18, 1986 includes amendments proposed by the committee of
conferenoe to the provisions of the Ini:erna.). Revenue Code. These proposed
amendments are, in general, to be effective for bonds, issued after August 15,

1986. Both the U.S. House of Representatives and the U.S. Senate have voted on
and adopted the Conference Report. The President has not yet signed H.R. 3838,
and thus, it has not yet been enacted into law.

The Conference Report would create a new 20 percent alternative mini-mm tax
on corporations (payable in lieu of the regular tax if the amount of minimun tax
exceeds the amount of regular tax) for taxable years beginning after December 31,
1986. For taxable years beginning in 1987, 1988 and 1989, the Conference Report
would include as a corporate minimum tax preference item 50 percent of the excess
of ( i) a coiparation' s adjusted net book income (e.g., the income including
interest on bonds issued ky state and local Qovenmental units, used in reports
or statements to shareholders/owners, or reports to creditors) over (ii) pre-tax

alternative minimum taxable income Ws defined in the Conference Report). For

taxable years beginning after December 31, 1989, the Conference Report would
increase alternative minimum taxable income ty 75 percent of the amount by which
adjusted current earnings, including interest on bonds issued by state or local
governments exceeds alternative minimum taxable income (before this adjustment).

Thus, under the Conference Report, interest on the Bonds would be included as an
adjustment for book income or adjusted earnings and profits for purposes of
computing a oarporation's alternative minimum tax.

In the opinion of Bond Counsel, if the internal. Revenue Code of 1986 is
enacted into law in the form included in the Conference Report, the exclusion of
the interest on the Bonds from gross income of the owners thereof for federal
income tax purposes would not be affected adversely except that for taxable years
beginning in 1987, interest on the Bonds would be included as an adjustment for
book income or adjusted earnings and profits for purposes of determining the
amount of the alternative minimum taxable income of a corporation imposed by
section 55 of the Internal Revenue Code of 1986. In expressing this opinion,
Bond Counsel has relied upon and assumed compliance by the Issuer with certain
covenants with resprct. to the use and investment of the proceeds of the Bonds.

The Conference Report would include as an individual and corporate
alternative minimum tax preference item the interest on certain private activity
bonds issued after August 7, 1986.
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In the opinion of Bond Counsel, if the internal Revenue Code of 1986 is
enacted into law in the form included in the Conference Report, and if the Issuer
complies with certain of the covenants referred to above, none of the Bonds will
be a "private activity bond", the interest on which is treated as an alternative
minimum tax preference item.

Bond Counsel expresses no opinion as to whether any particular congressional
action with respect to tax reform legislation will be enacted into law, nor with
respect to any other federal income tax consequences of acquiring, carrying,
owning or disposing of the Bonds. There can be no assurance given that
legislation will not be enacted by this or a future Congress in a form which
would adversely affect the tax treatment of ownership of the Bonds.

LWAL O AND ND-LITW-AWIDN CgUMCRTE

Legal Proceedings

Delivery of the Bonds will be accompanied by the unqualified approving legal
opinion of the Attorney General of Texas to the effect that the Bonds, as
represented by Bonds Nos. R-1 through R-16, aggregating $2,100,000, which the
Attorney General will have examined, are valid and legally binding obligations of
the District under the Constitution and laws of the State of Texas and, based
upon their examination of a transcript of certified proceedings relating to the
issuance of the Bonds, the approving legal opinion of Bond Counsel to the effect
that the Bonds are valid and legally binding obligations of the District under
the Constitution and laws of the State of Texas, and to the effect that interest
on the Bonds is exempt frcm federal income taxation under existing statutes,
regulations, published rulings and court decisions.

In their capacity as Bond Counsel, Brown Maroney Rose Barber & Dye has
reviewed the information appearing in this official Statement under the captions
"SUMMARY OF THE BOND RESCLUTION" and "TAX EXEMPrION" solely to determine whether
such information fairly summarizes the procedures and documents referred to
therein and conforms to the Order of the Commission with regard to the sale of
the Bonds. Such firms have not, however, independently verified any of the
factual information contained in this Official Statement nor have they conducted
an investigation of the affairs of the District for the purposes of passing upon
the accuracy or completeness of this Official Statement. No person is entitled
to rely upon such firm's limited participation as an assumption of responsibility
for, or an expression of opinion of any kind with regard to, the information
contained herein. The legal fees to be paid Bond Counsel for services rendered
in connection with the issuance of the Bonds are contingent on the sale and
delivery of the Bonds. It is anticipated that Bond Counsel's legal opinion will
be printed on the Bonds.

No-Litigation Oer ti.f ica.te

On the date of delivery of the Initial Bonds to the Initial Purchaser, the
District will execute and deliver to the initial Purchaser a certificate to the
effect that no litigation of any nature has been filed or is pending, as of the
date, of which the District has notice, to restrain or enjoin the issuance or
delivery of the Bonds or which would affect the provisions made for their payment
or security, or in any manner question the validity of the Bonds.
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RMIS'HtAlT`XM AND QUALIFICATION OF BCbID6 EM SALE

The sale of the Bonds has not been registered under the Federal Securities
Act of 1933, as amended, in reliance upon the exemption provided thereunder by
Section 3(a) (2) ; and the Bonds have not been qualified under the Securities Act
of Texas in reliance upon various exemptions contained therein; nor have the
Bonds been qualified under the securities acts of any jurisdiction. The District
assumes no responsibility for qualification of the Bonds under the securities
laws of any jurisdiction in which the Bonds may be sold, assignedg pledged,
hypothecated or otherwise transferred. This disclaimer of responsibility for
qualification for sale or other disposition of the Bonds shall not be ^nstrued
as an interpretation of any kind with regard to the availability of ary exemption
from securities registration provisions.

][,EGAi, INVE5THM IN TEXAS

Sect Ion 54.515, Oiapter 54, Texas Water Code states that the bonds of the
District are legal and authorized investments for banks, savings banks, trust
cumpa.na! es, 'wilding and loan associations, savings and loan associations,
insurance companies, fiduciaries, trustees, and for the other political
corporations or subdivisions of the State of Texas. The statute further provides
that the bonds are eligible to secure the deposit of any and all public funds of
the State of Texas and any and all public funds of cities, towns, villages,
counties, school districts, or other political corporata:ons or subdivisions Of
the State of Texas; and the bonds are lawful and sufficient security for said

deposits to the extent of their market value.

The District has made no investigation of other laws, rules, regulations or
investment criteria which might apply to any such institutions or entities or
which might otherwise limit the suitability of the Bonds for any of the foregoing
purposes or limit the authority of such institutions or entities to purchase or
invest in the Bonds for such purposes, and consequently, the District makes no
representation that the Bonds will be acceptable to public entities to secure

their deposits or accepta^,)71.e to such institutions for investment purposes.

RJUIENTICri`Y OF MMN(IAL ILRMV1T]i7N

The financial data and other information contained herein have been obtained
from the records of the District and other sources which are believed to be
reliable. There is no guarantee that any of the assumptions or estimates
contained herein will be realized. All of the summaries of the statutes,
documents and resolutions contained in this official Statement are made subject
to all of the provisions of such statutes, documents and resolutions. These

stzanaries do not purport to be complete statements of such provisions and
r ef er enoe is made to such documents for further inf ormati on. Reference is made
to original documents in all respects.

FINAtiMAL AAOVISGR

The official Statement was compiled and edited under the supervision of
Texas Capital Mrkets, Inc. (the "Financial Advisor"). The fees to be paid the
Financial Advisor for services rendered in connection with the issuance and sale
of the Bonds are based on a percentage of the Bonds actually issued, sold, and
delivered, and such fees are contingent on the sale and delivery of the Bonds.
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At the time of payment for and delivery of the Initial Bonds, the Initial
Purchaser will be furnished a certificate, executed by proper officers of the
District, acting in their official capacity, to the effect that to the best of
their knawledW and belief: (a) the descriptions and statements of or pertaining
to the District contained in the Official Statement, and ay addenda, supplamt
or memdnaetzt thereto, on the date of such {?fficial. Statement, on the date of sale
of said Bonds and the acceptance of the best bid therefor, and on the date of the
delivery, were and are true and correct in all material respects, V insofar as
the District and its affairs, including its financial affairs, are concerned, such
Official Statement did not and does not contain an untrue statement of a material
fact or cmit to state a material fact required to be stated therein or necessary
to make the statements therein, in the light of the circumstances under which
they were made, not misleading; {c) insofar as the descriptions and statements,
including f ai.nanci.al, data, of or pertaining to entities, other than the District,
and their activities contained in such official Statement are concerned, such
statements and data have been obtained from sources which the District believes
to be reliable and the District has no reason to believe that they are untrue in
any material respect. In rendering such certificate, the official executing this
certificate may state that he has relied in part on his examination of records of
the District relating to matters within his awn area of responsibility, and his
discussions with, or certificate or correspondence s3, d by, certain other $
officials, employees, consultants and representatives of the District.

Steve D. Pena
President
North Austin Municipal Utility District

No. Ore
Auq. 5t 20, 1986
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A^aendix A
Projected Debt Tax Rate' Gawlat^cn an ^^etzirt.

Aixendix B
wFinancial Statements as of September 30, 1985,
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APPENM A

Projected Debt Tax Rate C31culaticm
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