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CERTIFIED PUBLIC ACCOUNTANTS
1090 MBank Plaza © 300 W. 5th Street 0 Austin, Texas 78701-3198 O (512) 474-5763

November 20, 1985

of Directors
Austin Municipal Utility
trict No. 1

We have examined the combined balance sheet - all govern-
1 fund types and account groups of North Austin Municlpal Utility
1et No. 1 as of September 30, 1985, and the related combined
ment of revenues, expenditures and changes in fund balances - all
nmental fund types and the combined statement of revenues,
ditures and changes in fund balance - budget and actual - General
for the year then ended. Our examination was made 1in accordance
generally accepted auditing standards and, accordingly, included
4 tests of the accounting records and such other audlting procedures
considered necg?sary in the ecircumstances.

In our opinion, the aforementioned combined financial state-
present falrly the financial position of North Austin Municipal
ity District No. 1 at September 30, 1985, and the results of its
ations for the year then ended 1in conformity with generally

apted accounting principles applied on a basls consistent with that
the preceding year.

Certified Public Accountants
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CERIFED PUBLIC ACCORINGARIS

NORTH AUSTIN MUNICIPAL UTILITY DISTRICT NO. 1

COMBINED BALANCE SHEET ~ ALL GOVERNMENTAL FUND TYPES AND ACCOUNT GROUPS

SEPTEMBER 30, 1985

Account
Governmental fund types gmup
ral Totals
Debt Capital fixed {memopandum
General service projects assets only)
ASSETS
CASH $ 36,570 ¢ - $ 5,77 $ - $ 42,317
CERTIFICATE OF DEPOSIT 92,005 30,273 2,325,995 2,458,273
DUE FROM OIHER FUNDS 13,024 13,024
REgglvi : t 20 20,
ce
Acg;ued ?ﬁggurgsg ’ggg 56 46,890 147 ggg
Builder damsges 5,130 5,130
Due from developer -~
operating costs 200 200
ORGANIZATIONAL COSTS 198,516 198,516
FIXED ASSETS (Note E) 6,243,104 6,241,104
TOTAL ASSETS $154,080  $53,353 $2,378,632 $6,439,620 $9,025,685
LIABILITIES AND FUND BQUITY (DEFICIENCY)
LIABILITIES:
Accounts payable and accrued ¢ 080 R 210 $ R -
Gogtmcggspayable 18,071 %% O?
Due to other funds 13,024 (}213
Refundable deposits 1 03.0 1 010
Bond anticipation
note payable {Note F) 8,800,000 8,800,000
TOTAL LIABILITIES 55,518 8,818,281 8,873,799 .
CONTINGENT LIABILITIES
(Note G)
FUND BQUITY (DEFICIENCY):
Investment in general fixed
assets 6,439,620 6,439,620
Fund balances {deficiency):
Undesignated 98,562 98,562
ggsignagzg f;or degi sgt';éoe 53,353 53,353
soRseraction oL (6,439,649 (_6,439,649)
TOTAL FUND EQUITY
(DEFICIENCY) 98,562 53,353 (_6,439,649) 6,439,620 151,886
TOTAL LIABILITIES AND
FUND BUITY $154,080  $53,353 $2,378,632 $6,439,620 $9,025,685

See notes to financial statements.
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NORTH AUSTIN MUNICIPAL UTILITY DISTRICT NO. 1

COMBINED STATEMENT QF REVENUES, EXPENDITURES AND CHANGES IN FUND

BALANCES - ALL GOVERNMENTAL FUND TYPES

YEAR ENDED SEPTEMBER 30, 1985

FVENUES:

water service (Note C)
-gewer service (Note C)
Maintenance taxes (Note D)
customer surcharge (Note C)
Tap connection fees (Note C)

" Application fees

Reimbursement for bullder
damages
. Miscellaneous 1lncome

. )
“é Penalty and interest

TOTAL REVENUES

5§EXPENDITURES:

Purchased water and sewer
service

Professional fees

Contracted services

Meter expense

Utilities

Repairs and maintenance

Tax assessment and collection

Other expenditures

Insurance

Directors' fees

Capital outlay

TOTAL EXPENDITURES

IXCESS REVENUES (EXPENDITURES)

. FUND BALANCE, beginning of year
| PFUND BALANCE (DEFICIENCY),

end of year

Sewer 1nspectlion fees (Note C)
4 Interest on time deposits

Governmental fund types Totals
Debt Capital (memorandum
General service projects only)

$ 38,392 $ - $ = $ 38,392
29,111 29,111
10,726 10,726
51,913 51,913
137,391 137,391
45,125 45,125
5,788 925 6,713
1,643 1,643
691 691
4,130 4,130
5,472 5,472
278,469 52,838 331,307
46, 468 b6, 468
56,047 56,047
34,099 34,099
14,262 14,262
3,948 3,948
17,904 17,904
5,431 5,431
1,265 29 1,294
1,964 1,964
3,100 3,100
6,439,620 6,439,620
184,488 6,439,649 6,624,137
93,981 52,838 ( 6,439,649)( 5,292,830)
4,581 515 5,096

$ 98,562 $53,353 ($6,439,649)($6,287,734)

See notes to fingncial statements.
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STefeswemt T NORTH AUSTIN MUNICIPAL 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

Varlance
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 1nspection fees (Note C) 45,125 45,125
Application fees 1,643 1,643
Penalty and interest 691 691
Reimbursement for bullder damages 4,130 4,130
Interest on time deposits 5,788 5,788
Miscellaneous 1ncome 5,472 5,472
TOTAL REVENUES 278,469 187,186 91,283
EXPENDITURES:
Purchased water and sewer service bo,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 koo
Other expenditures 1,265 ( 1,265)
TOTAL EXPENDITURES 184,488 199,614 15,126
OTHER FINANCING SOQURCES:
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 fingncial statements.
P-NA01931
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RITTER wopry AUSTIN MUNICIPAL UTILITY DISTRICT NO. 1
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NOTES TO FINANCIAL STATEMENTS

Creatlion of Distrlct:

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 i1ts first meeting on January 24, 1984,

Summary of Significant Accounting Policles:

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

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 recelved
except those accruable, which are recorded as receilvables when they
become measurable and avallable to pay current period liabilities.
Expenditures are recognized as incurred, except for bond interest
which 1is recognized when due.

Fund Accoun:ing:

The financial transactions of the District are recorded In individual
funds and sccount groups. The columns on the accompanying financial
statements captioned "Totals (memorandum only)" are not necessary for
a fair presentation of the financlal 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 expendltures not
required to be accounted for in other funds.

Debt Seprvice Fund -- To account for the accumulation of financial
resources for, and the payment of interest and prinecipal 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

P-NA01932
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cerpe g sccowans NORTH AUSTIN MUNICIPAL UTILITY DISTRICT NO. 1

NOTES TO FINANCIAL STATEMENTS

(Continued)

B. Summary of Significant Accounting Policles (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 1ncludes all

: costs assoclated with the creation of the District and the sale of
bonds. The 1interest cost during the construction period is
capitallzed. 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 1in which they become available to finance
expendltures of the fiscal year.

Interfund Transactions:

Transfers from one fund to another fund are reported as interfund
recelvables and payables 1f there 1s 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:

Thg District established the following rates effective Septembdber 5,
1984:

Water Rates:

First 2,000 gallons of water used (minimum bill) $ 4,55
Each additional 1,000 gallons over 2,000 gallons 1.83

Sewer Rates:

First 2,000 gallons per connection (minimum bill) 5.10
Each additional 1,000 gallons over 2,000 gallons 1.78

P-NA01933
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crrrien pauC accoueans NORTH AUSTIN MUNICIPAL UTILITY DISTRICT NO. 1

NOTES TO FINANCIAL STATEMENTS
(Continued)

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 Equivalents,
is charged a special water and sewer surcharge of 18.20 per
month.

Tap and Inspectlion Fees:

5/8" tap $ 00.00
3/4" tap 25.00

1" tap 650.00
1-1/2" and over 3 times cost
Residential sewer inspection fee 100.00
Commercial sewer 1inspection fee 1,000.00

Security Deposits:

5/8" meter $ 50.00
3/4" meter 75.00
1" meter 150.00
1-1/2" meter 250.00
2" meter 375.00
Over 2" meter 3 times
estimated
monthly
usage

Property Taxes:

For the 1984 tax year, the District levied an ad valorem malntenance
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 1s being used by the General Fund
to pay the operating expenses of the District's water and wastewater
system. A1l taxes 1including penalty and interest were collected
prior to September 30, 1985.

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 $ - $5,52g,132 $ - $5’52§’1§2
City fees 228,081 228,081
Engineering fees 437,185 437,185
Construction in
progress 46,706 6,706
$ - $6,241,104 $ - $6,241,104
7
P-NA01934
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NOTES TO FINANCIAL STATEMENTS

(Continued)

Bond Anticipation Note Payable:

On December 31, 1984, the District issued North Austin Municlpal
Utility District No. 1 bond anticipation note, Series 1984, in the
principal amount of $8,800,000 at par, with interest at §oz of a
defined prime not to exceed 15%. Principal and interest are due in
one year or upon issuance of contract bonds 1f such 1lssuance 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.

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 capltalized interest and net of reimbursements by the
District to date from proceeds of bond anticipation notes) of
approximately $7,100,000. Since the District 1is not obligated to
reimburse the Developer until bonds are issued, no part of this
amount 1is reflected in the combined financial statements of the
District,

Subseguent 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 prineipal 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 seml-annually. The
District is responsible for a 34.8% share of the bond issue.

P-NA01935
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ACCOUNTANTS' REPORT ON SUPPLEMENTARY INFORMATION

In our ‘oplnion, the accompanying information is stated failrly
in all material respects in relation to the combined financial state-
ments, taken as a whole, of North Austin Municipal Utility District No. 1
for the year ended September 30, 1985, which are covered by our opinion
presented in the first section of this report. The accompanying informa-
tion 1s supplemental to the comblned financial statements and 1s not
essential for a failr presentation of the financial position, and the
results of its operations. Our examination, which was made primarily for
the purpose of forming an opinion of the combined financial statements
taken as a whole, 1included such tests of the accounting records, from
which the supplementary information was complled, and such other auditing
procedures as we considered necessary in the clrcumstances.

Certified Public Accountants
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PRELIMINARY OFFICIAL STATEMENT DATED AS OF , 1988

REW BSUE RATINGS:
Moody's: Asa
Standard & Poor's: AAA
(See "Ratings" herein)
o the of Bond Counsel, interest ob the Bonds will be excindable from gross income for
of £ income taxation under existing law. See "Tax Exersption” berein for s discussion of
Counsel's opinios, including 8 description of the alternstive minimurn tax.
L ]
NORTH AUSTIN MUNICIPAL UTILITY DISTRICT ¥O. 1
City of Austin, Texas Contract Revenve Refunding Boods, Series 1989
Dated: __ ___ ,1988 Due: November 15
as shown below

Interest on the Bonds will be payable May 15 and November 15 of each year, commencing
November 15, 1889. The definitive Bonds will be issued only in fully registered form, without coupons, in
any integral multiple of $5,000 for any coe maturity. Principal of the Bonds will be payable to the
registered holder or owner {the "Holder” or "Owner™ al maturity or redemption upon presentstion st the
gn.ncipal corporate trust office of the peying agent/registrar (the “Paying Agent/Registrar™, initially

exas Commerce Bank National Association. interest on the Bonds will be paysbie by check, dated as of
the interest payment date, and malled by the Paying Agent/Registrar to registered Holders as shown on
the records of the Paying Agent/Registrar on the last business day of the preceding month (the “Record
Dste™ or by such other method, scceptable to the Paying Agent/Registrar, requested by, and at the risk
and expense of, the Holder. The are subject to opticoal, extrsordinary optional and mandatory
sinking fund redemptioa prior to maturity as described berein. See "Description of the Bonds.”

Proceeds from the sale of the Bonds will be used to refund a portion of the District's City of
Austin, Texas Contract Revenue Bonds, Series 1985 and to pay the costs of issuing the Bonds. The
.pmu;un’d;dm&rgogn of such Series 1585 bonds will be secured and payable on & parity with the Bonds. See

o Al

The Bonds are specisl obligations of the District payable from and secured by a first lien on and
piedge of psyments ("City Contract Payments”) required to be made by the

CITY OF AUSTIN, TEXAS

under s Ttility Construction Contract between the District and the City. To secure psyment of the City
Contract Payments, the City pledges the "Net Revenues” of its "Waterworks and Sewer System” in
amounts sufficient to pay principal of and interest on the Bonds when due, subject oaly to the lien on and
pledge of such Net Revenues securing the "Prior Lien Bonds™ heretofore or hereafter issued by the City
{as such terms are defined herein). See "Security for the Bonds.” .

Payment of the principal of and interest on the Bonds when due will be insured by & municipal
bond guarsnty insurance pokcyhuedsimulmomlywithmwundekvqolmsondsby

THE BONDS DO NOT CONSTITUTE OR CREATE A DEBT OR LIABILITY OF THE STATE OF
TEXAS, AND NEITHER THE FAITH AND CREDIT OF THE STATE OF TEXAS NOR THE TAXING
POWER OF THE STATE OF TEXAS, THE CITY OF AUSTIN OR ANY OTHER POLITICAL SUBDIVISION
IS IN ANY MANNER PLEDGED, GIVEN OR LOANED TO THE PAYMENT OF THE BONDS; AND THE
REGISTERED OWNERS OF THE BONDS DO NOT HAVE THE RIGRT TO DEMAND PAYMENT OF THE
BONDS OUT OF ANY FUNDS OR SOURCES WHATSOEVER OTHER THAN THE PLEDGED REVENUES.

See *Security for the Bonds.”

EXRIBIT B
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Price Price
Due Interest or Due kterest oc
Amount November 15 Rate Yield Amount November 15 Rate eid
$ 1989 $ 1897
1990 1998
1991 1998
1992 2000
1983 2001
1984 2002
1995 2003
1856 2004
SPreliminary; subject to change,
$ % Term Bonds due November 15, 2009 - Price ___ %
(Approximate Yield to Maturity~ %)
(Accerued interest from 1989 to be added)

Thh&mﬂendfckﬂmyvbm.uaﬂﬂhd,a&muthmmﬁdwa
&Aﬂmy&wﬂd&e&aedT&unﬂdMWW. Austin, Texss, Bood
mnmwmﬁnucnudmmm legal matters will be passed upon
for the District by Armbrust & Brown, P.C., Austin, Texas. Certain legal matters will be passed upon for
the Underwriters by Hutehison Boyle Brooks Dransfield, A Professional Corporation, Dallas, Texas. It
:’;ascpectedthntheaoadswmhaﬂﬂlﬂctﬂ&ﬁmhwmtut,ﬁw'!ui,mota.bout ,

EHRLICH BOBER & CO., INC. PRUDENTIAL-BACHE CAPITAL FUNDING

Ssssmrt
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WORTH AUSTIN MUNICIPAL UTILITY DISTRICT NO.1

Elected Officials
Term
Hazme Position Expires Oecupation
Steve D, Pena President 1992 Partner, Pema Swayze & Co,
. Certified Public Accountants,
Round Rock, Texas
Robert K. Schailtz Yioe President 1890 Civil Engineer, Anstin, Texss
Dennis L. Miller Secretary 1930 Project Manager, Vansickle
Mikelson & Kiein, Austin, Texas
Jared R. Stallones Treasurer 1992 Tescher, Hyde Park School,
Austin, Texas {
Rodger Brown Amistant Treascrer 1982 Human Resources Mansgement,
. Beverly Enterprises, Austin,
Texas
CITY OF AUSTIN, TEXAS
Elected Officials -
Tern Expires -
Name Position Mey 15
Lee Cooke Mayor 1991
Selly Shipman Mayor Pro-Tem, Councilmember Place 3 1990
Michael Nofziger Councilmember Place 1 19850
Smoot Carl-Mitchell Councilmember Place 2 19391
George Humphrey Councilmember Place 4 1990
Robert Barnstone Councilinember Place § 1991
Dr. Charles E. Urdy Councilmember Piace 6 3991
Appointed Officials
Name Position
Camille Barnett City M
Libby Watson Assistant City Manager
Bamey Knight Acting Assistant City Mansger
fris Jones Acting City Attommey
Elsine Hart Director of Financial Services
James E. Aldridge City Clerk
DISTRICT CONSULTAKRTS AND ADVISORS
General Manager Amtex Corporation
Austin, Texas
Auvditor Deloitte Haskirg & Sells
Austin, Texas
Austin, Texas
General Counsel Armbeust & Brown, P.C.
Austin, Texas
Bond Counsel Brown Maroney & Osks Hartline
Austin, Texas
Financial Advisor Lovett Mitchell Webb & Garrison, Inc. .
Austin, Texas

9343wy
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No desler, broker, sales person or any other person has been authorized to give any information or
t0 make any representation, contained herein, in comnection with the offering of the
Bonds, and if given or made, such information or representation must pot be relied upon. The
information set forth herein has been obtsined from the records of the North Anstin Municipal Utility
District No. 1 (the "District™ and the City of Aostin, Texas (the "City™ and from other sources that the
District and the City belleve to be relisbie, but it is not guaranteed as to sceuracy or completeness, snd
fts inclusion herein is not to be construed as & representation of the District, the City or the
Underwriters to such effect. Al summaries of and excerpts from agreements, resolutions, statutes and
other documents contained herein 4o pot purport to be complete recitations of the provisions thereof,
and reference is hereby made to such original sources. The information and expressions of opinion herein
are subject to change without motice, and neither the delivery of this Official Statement nor any ssle
made hereunder shall, under any circumstances, create any implication that there has been no ohange in
the affairs of the District or the City since the date hereof.

This Official Statement, including the cover page and appendices hereto, does pot constitute an

" effer to sell or the solicitation of any offer to buy, nor shall there be any sale of, the Bonds to any person

or in any jarisdiction where it is unlswfuol to make such offer, solicitation or sale.

TABLE OF CONTENTS
Bage
Introduction 1
Plan of Financing 1
Sources and Uses of Funds 2
Description of the Bonds 2
Security for the Bonds 4
Municipsl Bond Insurance L]
Debt Service Requirements 10
Description of the District 10
Summary of Selected Provisions of the Bond Documents 13
Tax Exemption 16
Litigation 17
Legul Investments in Texas 17
Legal Matters 17
Verification of Mathematical Computations 17
Ratings 18
Underwriting . 18
Financial Advisor 18
Other Msatters 18
Appendix A - Informsation Reganding the City's Utility Systems A-)
Appendix B - General Information Regarding the City of Austin and its Economy B-1
Appendix C - Financial Statements of the Utility Funds of the City of Austin C-3
Appendix D - Form of Opinion of Bond Counsel D-}
Appendix E - Specimen Municips! Bond Guaranty Insurance Policy E-1
ab
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OFFICIAL STATEMENT
relsting to
s [ ]

WORTH AUSTIN MUNICIFAL UTILITY DISTRICT KO. 1
City of Amstin, Texas Contract Revenve Refunding Boods, Series 1985

DITRODUCTION

mmotwmm&umm,vmmmmmmmwmmm,
is to set forth information conoerning the North Austin Municipal Utility District No. 1 (he "District™,
the City of Austin, Texss, (the "City™ and § * agrrepate principal amount of the
District's City of Austin, Texas Cootract Revenne Refunding Boods, Series 1889 (the "Bonds™.
cmwwmmmmaumm»twwmmmmunmme
Meanings amigned to thewm in the District's order (the "Bond Order™), sdopted on 1888,
suthorizing the imuance of the Bonds and the District's resolution (the "Bood Resolation™, sdopted on
October 29, 1985, as amended on Kovember 26, 1985,

The District is & consecvation snd reclamation district, governmental and body politic and
corporate under Article XVI, Section 58 of the Texas Comstitution by r of the Texas Water
Commission. The City is s political subdivision of the State of Texas and s municipal corporation
scganized and existing under the isws of the State of Texas, including the City's Home Rule Charter.

This Official Statement includes descriptions of the plan and purpose of financing, the Bonds, the
District, the Indenture, information relating to the City's otility systems and certain information about
the City snd its finances. Al descriptions of documents contained herein sre only summaries and are
qualified in their entirety by reference to esach such document. Cogie. of such documents may be
obtained from the District’s Financial Advisor, Lovett Mitchell Webb & Garrison, Inc.

PLAN OF FINANCING

Autbority for lssuance

The Bonds will be issued under the authority of Article 717k, Vernon's Teoas Civil Statutes, as
amended, and other applicsble lsws of the State of Texas and pursuant to the Bond Order, the Bond
Resolution and s Trust Indenture, dated as of November 1, 1985 and as supplemented by s First
Supplementsl Indenture dsted as of . 1888 (collectively, the "Trust Indenture™),
between the District and Texas Commerce Bank NationAl Association, 85 trustee (the “Trustee™). The
B.gon::d %rder, Bond Resolution and Trust Indenture are sometimes referred 1o herein collectively as the

ocuments.”

Purpose

The Bonds are being issued for the purpose of refunding a fon of the District’s previously
fssued and outstanding City of Austin, Texas Contract Revenue , Series 1985 ("Series 1985 Bonds™),
currently outstanding in the sggregute principal amount of $16,300,000. The portion of the Series 1983
Bonds belng refunded (the "Refunded Bonds™) have & principal balance of § and mature
on November 15 in each of the yewrs . The Series 1985 Bonds which are not
bekuntundedwddefeuedwwhizﬁ—ﬁ_ﬁnmunw ing following the issuance of the Bonds are

hereinafter referred to as the "Parity Bonds.” The issuance of the Bonds will result in s present value
debt service savings to the District snd the City, 85 well as reduce annual debt service payments and
overall debt service requirements. Proceeds of the Bonds will also be used to pay the costs of issuing the
Bonds. The Bonds, which are issued as sdditional parity bonds under the Bond Documents, will be secured
and Ezlble on 8 parity with the Parity Boods as described in greater detal below under "Security for the

EN

Refunded Boods

The Refunded Bonds and interest doe thereon wre required to be paid on the scheduled interest

ent and maturity dates, of carlier redemption, from funds to be deposited with Texas

mmerce Bank National Associstion, Houston, Texas (the "Escrow Agent”), pursuant to sn escrow
mmmtmtmwwmﬂhtummbkuictmmmm

The Bond Order that, eoncarrently with the delivery of the Bonds, & poction of the

m«kofrbeule the Bonds, r_with available funds,) will be deposited with the
w A in an escrow account w ™ to re funded The amounts

deposited into the Escrow Fund will be in the form of cash and direct obligations of the United States of
America (the "Government Obligations”) and will be sufficient to provide for payment of the principal,

-~
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oertified public accountants, of nb}e‘e}‘l:m mu!ly relating mm.-deq ng
s report on scouracy to uAcy ©
the = mwumotmcmmoﬁmumtmyum;mmdmm

socuracy of such mathematical computations will be besed upon information and sssumptions supplied by
the District and its Financial Advisor, and such verification, nformation and sssumptions will be relied
a0 by Bood Counsel in rendering its opinion described herein.

ﬂu:t:“monhenmgmbohc:nen& nhu:whﬁmdmmlmgut:uho&:‘nhufem;:e,
unded Bond regarded as being only for the recei payment from
grooveds of the Government Obliguti mﬁ%u&mmmtn&

SOURCES AND USES OF FUKRDS
R §s anticipated that the proceeds from the sale of the Bonds will be applied as follows:

Sources of Funds:
Principal Amount of the Bonds
Other Available Funds)
Accrued Interest

Total Sources of Funds

Uses of Funds:
Deposit to Escrow Fund
Deposit to Debt Service Fund
Underwriters' Discount
Costs of Issuance'!’

Total Uses of Funds

€7 Includes premium for municipal bond guaranty insurance policy.
DESCRIPTION OF THE BONDS

Priocipal Amount, Date, Interest Rates and Maturities

oupons, In the denomination of $5,000 or any integral multiple thereof for any one maturity. The
Trustee has been appointed Paying Agent/Registrar for the Bonds.

finterest on the Bonds will be paid to each registered owner as shown on the registration books
kept by the Paying Agent/Registrar at the close of business on the Record Date. Interest will be paid by
oheck mailed first olass po:::enpdd,whymuhernetbod. scceptable to the Paying
Agent/Registrar, eueéw st the risk and the expense of the registered swmer.

¥ the date for the payment of the principal of or interest on the Bonds shall be » Saturday,
Sunday, legal holiday oc day 00 which banking institutions in the eity where the Paying Agent/Registrar
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fa located are authorized by law or executive order to close, then the dste for soch payment shall be the
mext mooeeding day which is not such & Seturdsy, Sundsy, legal holidsy or day on which banking
tnstitutions sre authorized to close; and payment on such date shall have the same foroe and effect as If
made oo the original date payment was due, The principal of all Bonds, whether due at maturity or prior
pedemption, will be payable upon presentation of sach Bonds at the principal corporste trust office of the
Paying Agent/Ragistrar.

Record Date

The Record Date with respect to each Interest payment date is the last business day of the month
tmmediately preceding the mooth in which soch interest payment date occurs.

Mandatory Sinking Fund Redemption

Bonds @ oo November 15, are sobject to mandatory sinking fund redemption prior .
to maturity in the following amounts, on the Tollowing dates and st the price of par plus accrued interest !

to the redemption date:

on Dute Principal Amoant
Hovember 15,
Rovember 15,
Kovember 15, -

November 15 —

’m

Kovember 15, (maturity)

ﬂietimdnghmdhu-quiumem.slortheBot\dsmmb}ectumducﬂmwichmpcttowsordsdmh
maturity previcusly called for redemption, and (b) Bonds of such maturity previously scquired by or at

the direction of the Board, as provided in the Resolution.

oval Redemption

The Bonds maturing on or after November 15, will be redeemable on or after November
15, at the option of the District, as directed By the City, in whole st any time or in part in
principal amounts of $5,000 or any integral multiple thereof on any interest payment date, st redemption
prices, expressed as rmnu‘es of the principal amount of the Bonds to be redeemed, set forth below,

together with interest 10 the redemption date:
Redemption Period Redemption Price
November 15, 1988 through Novernber 14, 1959 101.5%
November 15, 1999 through November 14, 2000 101.0
November 15, 2000 through November 14, 2001 100.5
November 15, 2001 and thereafter 100.0

Extraontinary Optional Redemption

On any date following the date which Is four years after the date of the annexstion of the District
in Its entirety by the City, the subsequent dissolution of the District, and the City’s assumption of the
District’s obligations, including the Bonds, the Bonds are subject to optional redemption and may be
tedeemed prior to their scheduled maturities, by the Trustee at the option of the City. The Bonds may
be 30 redeemed in whole on sny date st the redemption price (expressad as 3 tage :Ir‘.nc‘xpd
smount) spplicable to the date of redemption falling within the applicable redemption period, as set
forth in the following schedule, plus accrued interest to the date of redemption: .

Redemption Period * Redemption Price
Date of Delivery of Bonds through November 14, 1998 103.0%
November 15, 1998 through November 14, 1998 101.5
November 15, 1999 through November 14, 2000 101.0
November 15, 2000 through November 14, 2001 100.5 (
November 15, 2001 and thereafter 1000 - .

Notice of Redesmption

Mlustwhylpiorwnnydluonwmehmyon.beBoodsmtobendeemed.nvmtenmﬁee
of redemption identifying the Bonds oc portions thereof to be redeemed will be published at least once in
& newspaper, journal or publication of general circulation in the City ew

-3-
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Paying Agent/Registrar is 600 Travis Street, 10th Floor, Houston, Texas 77002, Attention: Georgia
Pennington, (713) 236-5712.

The District covenants with the registered owners of the Bonds that at all times while the Bonds
are osutstanding the District will provide a competent and legally qualified bank, trust eompany, financisl
institution or other agency t0 act and perform the servioes of Paying Agent/Registrar for the Bonds.
The District reserves the right to, and may, st its option, change the Paying Agent/Registrar upon not
Jess than 120 days written notice to the Paying Agent/Registrar, but not to be effective within 60 days
prior to & principal or interest payment date. In the event that the entity st any time acting as Paying
Agent/Registrar (or its successor by merger, aoquisition or other method) should resign or otherwise
cease to act ss such, the District covenants to promptly appoint a competent and legally qualified bank,
trust company, financial institution or other agency to act as Paying Agent/Registrar. Upon any change
in the Paying Agent/Registrar, the previous Paying A;entlne&zmv is required to promptly trunsfer and
deliver the registration books or 8 copy thereof), along with all other pertinent books and records
relating to the Bonds, to the new Paying Agent/Registrar designated and appointed by the Distriet. Upon
any change in the Paying Agent/Registrar, the District is required to cause a written notice thereof to
be sent by the new Paying mnuxegmm to each registered owner of the Bonds, by United States madl,
first-class postage prepaid, which notice will slso give the address of the new Paying Agent/Registrar,

SECURITY POR THE BONDS

Pledge Under the Bond Documents

The Bonds, the Parity Bonds and additiona] parity bonds issued in the future in accordance
with the Bond Documents (the "Additi Bonds™), together with the interest thereon, are equally and
ratably payable from and secured under the Trust Indenture by the District’s grant of a first lien security
foterest in, and sssignment and Jledge of, all of Its right, title and Interest in and to () the Utility
Constructior Contract, dated as of February 21, 1884, between the District and the City, as amended by
the dated a3 of » 1989 (collectively, the "Contract™, snd all
me the paymefts required to be made thereunder by the City (the "City Contact

syments™) and () the Debt ce Fund, the Reserve Fund and the Construction Fund created and

under the Bond Resolution and the Trust Indenture. The City has under the Contract

10 make the City Contract Payments to the Trustee in the amounts and st the times necessary to pay the

principal and redemption peice of, and premium, if any, and interest on the Bonds, the Parity Bonds and

any Additional when due, establish and/or maintain the Reserve Fund in accordance with the Bond

Resolution and pay the fmmwuwmm«wmmmwumum with
the Bonds, Parity Bonds and Additions! Bonds.

-4
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for the Contract {

The City's obligation to make the City Contract Payments Is & special obligation for which the
Cttynnn.imbemdqﬁltheentinyﬁncipdof,mium,!!m.mdhtsstm:hekonds,the?
Bonds and any Additional Bonds have been paid or provided for. Under the Contract, the City has
nedcdthe'ﬂet Revenues” of its "Waterworks and Sewer System® (as such terms are hereinafter

|

all salaries, labor, repairs and extersions necessary 1o render efficient service, and paymen
oogtracts for the of water supply or other materials, gvods or services, bat excliding
depreciation (oollectively, "Maintenance and Operating Expenses”).

Lies Bonds of the . The lien oo Net Revenoes of the Waterworks and Sewer System
securing payment of the City ontract Payments s subordinate only to the lien thereon securing
s sutst principal amount of City bonds referred to herein a3 “Prior Lien Bonds,”
wihich are secured not only by Net Revenues of the Waterworks and Sewer System but also by certain net

sevenves (also referred to herein as "Net Revenues™ of the City's electric utility system referred to
Berein as the "Electric Light and Power System.® The Net Revenues of the Electric Light and Power
System are not pledged to the City Contract Psyments or to the Bonds. The Waterworks end Sewer
System and the Electric Light and Power System are sometimes referred to herein collectively as the
*Systems.” See Appendix A, information Regarding the City's Utility Systems. The City has reserved
the right onder the Contract to tmue additional Prior Lien Bonds. See “issuance of Additional City
Obligations” below.

%‘ te Lien Boods of City oo Parity with the Bonds. The City Contract Payments are
et Bevenues Of the Waterworks and Sewer System on & parity with the City's ()
] outstanding gncipﬂ amount of City bonds referred to herein as "Combined Lien
Ponds” or "Subordinate Lien " which bonds are secured pot only by Net Revenues of the
Waterworks and Sewer System but also by Net Revenues of the Electric Light and Power System, and (D)
$ outstanding principal amount of City bonds referred to berein as “Separate Lien
Oblgations,” which bonds are secured only by Net Revenues of the Waterworks and Sewer System or Net
Revenues. There are presently no City bonds oumndhi:hat are secured only by Net Revenues of the
Electric Light and Power System, which bonds would constitute Separate Lien Obligations. See
a%\i_lx_&. Information Regarding the City's Utllity Systems. The City has reserved the right under the

iract to lssue additions] Combined Lien Bonds and Separste Lien Obligstions. See “lssuance of
Additional City Obligations™ below.

suance of Additiona) City O!_)Mntiou. The City has reserved the right under the Contract to
tase sdditional Prior Lien Bonds, Combi Lien Bonds and Separste Lien Obligations, all of which
obligations are elther on & perity with o superior to the City Contract Payments, The following
oondmonsu‘euquindubeuﬁsﬂedhefmbuin‘sd&ﬁonﬂ?ﬁuﬂenmorCombinedLienBonds.

Genersl. The Director of Finanoe of the City (or other officer of the City then having the
primary responsibility for the financial affairs of the City) shall have executed a oertificate
stating () that the City is pot then in defsuit as to any covenant, obligation or sgreement
contained In any ecdinance or other proceeding relating to any obligations of the City payable
memdw:ummwmofmﬁunevm:oftheSystems.emmorbot.h,md

or aocounts created and established foc the payment and
pt!mmbhmmwucmdbynwmmdpkdn of the Net
Revenues of the Systems, either or both, have been made in full and that the amounts on deposit

tal Im mests. Prior to the lssuance of additiona) Prior Lien Bonds or Combined
Lien Bonds ity or the purpose of enlarging, extending, improving or repairing then
existing facilities of either or both Systems, & oertificste or opinion of s oertified public
mmthnqm”dubeobukndmumum.m«din‘mm and records of the City,
MNetmmmkﬂmdhlw)rﬂmepwwurueomecutive months out
cuhelsnm&nhmeﬁauummnwmmmmu»ﬁmmwcmm

b
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wr Combined Lien Bonds is adopted were at Jeast equal to the sum of (D 1.10 times the average
snnusl requiretment for the psyment of principal and interest (or other similar payment) for the
Combined Lien Bonds and all other outstanding obligations that are payadie only from

tal Additions. Prior to the tssnance of Prior Lien Bonds and Combined Lien Bonds for
g:sxﬁesmﬂ aciities which by their nature, and as incorporsted into either or both of the
ms, will sdd additional capacity, or are to replace existing capacity, of either or both of the
Systems, or substantially incresse uvme-ﬁoducing capabilities (s "Capital Addition™), a
certificate of an independent engiveer shall obtained to the effect that, based on s report
prepared by such independent engineer relsting to such Capital Addition and the Systems, the
projected Net Eamnings for each of the five fiscal yesrs subsequent to the date the Capital
Addition Is estimated to become pommercially operative will be equal to st least the sum of )
1.25 times the average annual requirements for the payment of the principal and interest (or other
similar pryments) for Prior Lien Bonds and Separste Lien Obligations then outstanding or lncurred
and all Prior Lien Bonds estimated to be lssued, if any, during the period through the fifth fiscal
year subsequent to the date the Capital Addition is estimated to become commercially operstive,
for property improvements which will ponstitute enlargements extensions, betterments or repairs
to the then existing facilities or properties of either or both of the Systems and for all Capital
Additions then in progress or then being injtiated and Gi) 1.10 times the aversge annual
requirements for the peyment of principal and interest (or similar payments) for Combined Lien
Bonds and all other obligations, other than Prior Lien Bonds or Separste Lien Obligations, paysble
solely from the Net Revenues of either or both of the Systems, which are then outstanding or
incurred and all Combined Lien Bonds or such other obligations estimated to be issued, if sny,
the period through the fifth fiscal year subsequent to the date the Capital Addition is
estimated to become eommercially operative, for property improvements or any combination of
property improvements which will constitute enlargements, extensions, betterments or repairs to
the then existing facilities or properties of either or both of the Systems and for all Capital
Additions then in progress or then being initiated.

Once & Capital Addition has been fnitisted by obtaining such certificate of an independent
engineer and the Prior Lien Bonds or Combined Lien Bonds are delivered therefor, the City
reserves Lhe right to lssue sdditional Prior Lien Bonds and Combined Lien Bonds, as the case may
be, in aich amounts as mey be necessary to compiete the scquisition and construction thereof and
make the same commercially operstive; provided that the City msake a forecast for s period
extending five years beyond the estimated commercial operstion date of the Capital Addition
demonstrating ability of the Systems to pay all obligations payable from Net Revenues of
either the Electric Light and Power System or the Waterworks and Sewer System, oc both, to be
outstanding after the issuance of the sdditions! Prior Lien Bonds or Combined Lien Bonds then
being issued and have the reasonsbleness of such forecast confirmed by an independent engineer.

ing Bonds. The City reserves the right to fssue refunding bonds to refund sll or any
part of the ou ing Prioe Lien Bonds or the Combined Lien Bonds (pursusnt to any law then
available) upon such terms and conditions as the City Council of the City may deem to be in the
best interest of the City and its iphabitants, and if less than all such outstanding Prior Lien Bonds
or Combined Lien Bonds are refunded, the conditions precedent prescribed for the issusnce of
Prior Lien Bonds or Combined Lien Bonds set forth sbove under "General® and wnder “Capital
fmprovements” shall be sstisfied and the sccountant's oertificate or opinion required shall give
effect to the fssuance of the proposed refunding bonds (and shall not give effect to the Prior Lien
Bonds or the Combined Lien Bonds being refunded following thelr cancellstion or provision being
made for their payment).

Qtj_ﬂi';_:%!t_ﬁ_lg_ﬂ- The City has agreed under the Contract to establish rates and charges for
the facilities

services of its Electric Light and Power System and its Waterworks and Sewer
e
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muwmmhmwmmwwmmmn-mm
speration expenses of the ems, (5) provide such amounts as are necessary to establish, maintain or
restore, ss the ouse may be, required bulances in the reserve or sontingency funds crested for the
payment of and security for Prior Lien Bonds, Combined Lien Boods, Seperate Lien Obligations (including
the City Contract Paymests) snd other obligations o evidences of indebtedness payable only from snd
secured solely by & Len on and pledge of the combined Net Revenues of the Systems snd (i) produce

then outstanding
Puyments) ®) 1.10 times the total annual principal and
manm 'or the then outstanding Combined Lien Bonds and all other indebtedness, except Prior Lien
and Separste Lien Obligations, payable o from the
the Net Reveoues of either the Electric Power Light System or
or both.

the
The Contract additionally provides that the City shall establish and
water and wastewater services that will amnually produce Net Revenves of the Waterworks
System ot jeast uLzsﬁmutMmmbmedmmPymenuuunl&Mn{nM
Separute Lien "omanclndin‘.th&tyCcomct and

m of paying ot representing

by reason of, resulting from or issued pursuant to such Separste Lien Obligations (the "City

Contract Rate Covenant™. For purposes of computing the snticipated Net Revenves of the Waterworks

and Sewer System in determining compliance with the City Contract Rate Covenant, the Gross Revermes

of the Waterworks and Sewer System will be increased by the anticipated amount of the "District

Awallable Revenues” which is defined as the amounts provided in the District's budget each for the
yment of the District's Pro Rats Share (as hereinafter defined) with respect to the Bonds, the Parity

and sny Additional Bonds. See "District Tax Levy for Pro Rata Share of Debt Servioe™ below.

Flow of Funds

All money received by the Trustee for the payment of the Bonds and the Parity Bonds will be
deposited into the separste funds created and established under the Bond Resolution and the Trust
Indenture, all as set forth below.

bt Service Fxmd. The Debt Service Fund is required to be held in trust by the Trustee in
accordance with the Trust Indenture for the benefit of the owners of the Bonds and the Parity Bonds. On
or before the last business day prior to each interest payment date, principal payment date or optional
recemption date, the City is required to deposit into the Debt Service Fund such amount which, together
with any amount then on deposit, including the District's Pro Rata Share of any corresponding amount,
will be sufficient to make such interest payment and principal payment or to psy such redemption price.
o the event the City should fall to make any of its required payments into the Debt Service Fund, such

5
5
!

required payment will continue as an obligation of the City antil fully paid. The Debt Service Fund will
be used by the Trustee only to pay the principal of, redemption premium, if any, and interest on the
Bonds and the Parity Bonds.

Reserve Fund, At the time of initla! delivery of the Boads, § is expected to be
it in the Reserve Fund, being equal to average annual debt service requirements for the Bonds
ity Bonds (the "Required Reserve™. Earnings on investments held in the Reserve Fund will be
the Debt Service Tund except for any period during which such fund contains less than the
Reserve, i which care investment earnings will be retained therein until such fund contains an
of 274 iovestments equal to the Required Reserve. Additional deposits are required to be
ity (ss part of a City Contract Pn,gnent) 45 pecessary to maintain the Required Reserve in

{ Ln the Bond Documents. Disbursements from the Reserve Fund are required to be
purpose of meking any debt service ent on the Bonds and the Parity Bonds for which

unds are not available in the Debt Service Fund. Amounts held in the Reserve Fund may alse
the last of the Bonds and the Parity Bonds outstanding.

All amounts on deposit in the foregoing funds, to the extent they are not insured by the Federal
bepﬂtthmﬁwcsm,mmWhhmmﬁumﬂdedbyhv.

Javestment of Funds, Valuation and Earnings

Money deposited into the Debt Service Fund and the Reserve Fund may be invested or reinvested.
Such investments (except State and Local Government Series investments held In book entry form, which
sre required st all times to be valued st cost) are required to be valued in terms of current market value
within the 45 days of the close of esch fiscal of the District. Exoept ss described above under
"Reserve Fund,” all interest and income derived from such investments are immediately required to be
mmmu.mmmwuw.untwumummmmm\m-w,w

=
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nder the wment Concerning Crestion and Operstion of the North Austin Municipal Utility
District No. 1, dated February 21, 1984, between the City, the Deveiopers (as hereinafter defined) and
the District (the “Creation Agreement”), the District may be annexed and dissolved by the City apon
eertain terms and conditions and in certain circumstances. Upon annexati
District, the City is required to sssume liability for the Bonds and other obligati
pursuant to Texas law, would become payable from sd valorem taxes levied
taxable property within the City. Upon annexation and disselution of the District, the City has an option
t.:demndeewm the Bonds, a5 described above under "Description of the Bonds - Extraordinary Optional
m.'

tions! Bonds of the District

The District has reserved the right, upen the request of the City, to issue Additional Bonds for the
purpose of financing the cost of purchasing, constructing, scquiring, owning, opersting, repairing,
improving or extending certain water main and sanitary sewer main extensions and improvements
described in the Contract (the "Project™ or refunding any outstanding Bonds, Parity Bonds or Additional
Bonds. When Issued and delivered, such Additiona! Bonds will be (i) payable from the Debt Service Fund,
Qi) pryadble from and secured by s first lien on and pledge of City Contract Payments and (iii) secured by
the Trust indenture, in the same manner and to the same extent as, and be on a parity with, all then
outstanding Bonds, Parity Bonds and Additional Bonds. It ia provided in the Bond Resolution, however,
that 10 series or {ssue of Additional Bonds will be issued anless the following conditions are satisfied:

Q) A certificate s exacuted by the Director of Finance of the City (or other officer
of the Clt?' then having the ary responsibility for the financial affairs of the City) stating ()
that the City is et then in defsult a3 to any covenant, obligation o agreement contained in the
Contract or in any ordinance or other proceeding relating to sny obligations of the City payable
from and secured by s lien on and pledge of the Net Revenues of either or both of its Systems and
®) il payments into all special funis or accounts created and established for the psyment and
wecurity of all outstanding obligations payable from and secured by & en on snd pledge of such
Net Revenues have been made in full and that the amounts on deposit in such specisl funds or
sccounts are the amounts thed reguired to be deposited therein;

) A certificate is executed by the President and Secretary of the Board of Directors
of the District to the effect that no default exists in connection with the Bonds, Parity Bonds, any
Additional Bonds, the Trust Indenture or the Contrant (w amendment or supplement thereto)
or with any of the ecovenants or requirements of the Resolution (or any amendments or
-?lememucmto)wmwmmﬂmmmm, Parity Bonds and
Additional Bonds, and that the Debt Servioe Fund and the Reserve Fund contain the amounts then
required to be on deposit therein;

o The Additional Bonds shall be acheduled to mature of be payable as to principal on
November 15 or May 15 in esch year the same are to be outstanding or during the term thereof;

g
z
:
g

L 03] The City approves in writing a substantial draft of the resolution suthorizing the
fasuance of such Additions! Bonds, as required by the Contract;
-8
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k All pecessary ' eertificates, erders and approvals wre ebtained from each
sppropriate federsl or state agency; and

9

® h&motm&ﬁmwmpueadvm&mubemdwhwur

the parpose of yingtheemofmphumofmmmmwncumofemumm.w,
@), (4) and (5) mmuhmwmﬁ&mfnﬂmwﬁm

(7 %] the City is required to make & forecast (the "Forecast™ of the ons

of the Waterworks and Sewer System demoostrating, for the period (the “Forecast

mmummwmdmcnywmmmm«mcm

mbsequent the latest estimated date the Project is expectad to be commercially

System will be adequate for the Forecast Period to pay all the obligations, vab
wmuhmmmmdmawammmmm&

Otber Ohligations of the District consent ;
of the Distriot - ith d twe ('-*\“j
Revenve Bonds. The District reserves the right to imue bonds snd pledge the City Contract
Payments to the psyment thereof, such pledge to be jenior and subordinate in sl respects to the lien
securing the Bonds, Parity Bonds and any Additions] Bonds.
mnmﬁctmomena:hedwt.ﬁthcmmuimebon&h one or more installments
for the purchase, construction, improvement, extansion, replacement, enlargement or repair of water
and/or sewer sod/or drainage facilities pecessary mnder & contract or contracts with persons,
eorporations, manicipal corporstions, political subdivisions or other entities, such bonds to be paysble
from snd secured by the proceeds of such contract of contracts. The District further reserves the right,

with City approval, to refund such bonds.

The District reserves the right to suthorize the fssuance snd sale of Bends payable from and
secured by & first lien on pet revenues of any witerworks, sanitary sewer and drainage system owped or
soquired by the District, excluding the facilities constituting the Project (the “District System™,

Tu&%ed Bonds. The District presently has s voted suthorizstion to issue §73,100,000
unlimited tax revenue bonds, of which $7,325,000 have beeo issued and $65,775,000 remain
suthorized but nnissued. The District estimates that it will issue $2,000,000 of such suthorized but
anissued bonds during the next 12 months.

MUNICIPAL BOND INSURANCE
fTO FOLLOW]

-

'
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DEBT SERVICE REQUIREMENTS®

e oo o Parity } The Bonds Toul
Y
Year Cootruct Pavments''’ Bonds ~ Principal Ipterest™ Total  Debt Service'®

1883 § ] $ $ $

' Includes debt service requirements for all outstanding Prior Lien Boods, Combined Lien Bonds and
Separate Lien Obligutions {other than City Contract Payments).

bl forp:'dpo-u of the Preliminary Official Statement, the net effective interest rate on the Bonds is
mssumedtobe %

‘' Represents the sum of debt service requirements for obligations payable directly or indirectly
from Net Revenves of the Waterworks and Sewer System, including (a) all City obligations
referred to in footnote one above and () the Parity Bonds and the Bonds, which together are
secured by a first lien on and pryable from the City Contract Payments.

PESCRIPTION OF THE DISTRICT

General

The District, » municipal wtility district created oo November 5, 1983 by the Texas Water
Commission (the "Commission™), pursusnt to Article XVi, Section 59 of the Texas Constitution, operates
under the provisions of Chapter 54 of the Texas Water Code and other geners] statutes spplicable to
municipal utllity districts. The District is empowered to purchase, construct, operste and maintain all
works, f{mprovements, facilities and plants pecessary for the supply of water: the ecollection,
transportation and treatment of wastewater; and the control and diversion of storm water. The District
may also provide solid waste collection and disposal service and is empowered to establish, operate and
maintain a fire department, independently or with one or more ather conservation and reclamation
districts, If approved by the voters of the District and the Commission. The District bas no present plans
to provide s0lid waste collection and disposal service or a fire department. The District is subject to the

supervision of the Commission.

The District is governed by a five-member Board of Directors (the “Board™), elected by qualified
wvoters of the District to serve for staggered four-year terms. Directors are required to be at 21
Kmold and a resident citizen of Texas. In addition, directors must either own iand subject to taxation

the District o be u qualified voter within the District. After each election of directors, the Board is
Fequired Lo elect & president, » vice president, 8 secretary and any other officers considered necessary.

FPreliminacy; subject to Change.
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The District, which contains 997.69 acres of land, s located in Williamson and Travis Counties
spproximately 11 miles north of downtown Austin, Texas ("Austin” or the "City"). Access to the District
Is provided vis U.S. Hwy. 183 to McNeil Rosd (which forms a portion of the District's southern
boundary). Construction currently is underway oo Parmer Lane, which forms the District's eastern
boundary. Upon completion, sdditional access will be provided by Parmer Lane and by FM 620 to its

intersection with Parmer Lane. According to the compietion of Parmer Lane is expected
. Anyo:dmt:ely 11.61 acres of the District Be within the eity limits of Austin,

by
and the Femainder of the District Lies within the City's exclusive extraterritorial jurisdiction.

tus of District Deve ent

The District Is comprised of () an 800-scre portion of Milwood, s 1,400-acre multi-use project
currently being developed by Milwood Joint Venture Il and (i) the Northwest Crossing, 8 154-scre
commercial/ multi-family project currently owned by San Antonio Savings Associstion. Land mse plans
for the District currently are as follows:

Equivalent
Acres Connections'*’
e Family $65.04 2,840
Multi-family 183.88 . 3,846
Conmercial 123.70 1,296
Industrial 2117 361
Schools JA.70 0
Park/Flood Plain 74.20 1]
Rights of Way .04 —f
TOTAL 8170 ~A333
o Method of measuring water and wastewster use by various classifications of utility customers.

The number of connections per customer differs for each type of customer, Le., single family,

wmulti-family, commercial and
«lle

-
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Proceeds from the sale of the District's sutstanding bonds, with eertain ponreimbursable
developer contributions, have been used to flaance the mcn% certain regional wastewster
systems and to flnance water, sanitary sewer and drainage facilities to serve Milw Sections 22, 23,
23A, 23B, 24 and 26B (124 acres - 580 equivalent connectioms). Construction of these facilities, as well
85 street paving in these sections, is complete. With the coosent of the District, the Developers have
financed the construction of water, sanitary sewer and drainage facilities to serve Milwood, Sections 25,
26A, 27A, 27B, 28-32 (258.38 acres ~ 1,602 equivalent connections). Construction of these facilities is
*h‘vhnnﬂywmﬂeu. and paving is complete in all but Sections 31 and 32, where street paving is presently

Ip addition, utility constroction is complete In a portion of the Northwest Crossing section of the
District. Street paving also is nearing compietion in this portion. Kew homes in the District range in
price from $60,000 to $130,000, and the aversge new home price is approximately $80,000. The status of
single fawily construction in the District as of February 1, 1889 is a8 follows:

of Fi on in the ct
Homes
Platted Homes Occupied c«;-gﬂ.ed Homes Under
Lots — M Sold Byt Unsold Construction
1,724 1,018 ) i

€32 Such lots and houses are developed on 358.75 acres of the 565.04 acres ultimately planned for
singie family development. Source - Biil Milburn, Inc.

The only sommercial development carrently in the District is a eable television office. A portion
of an elementary school lies within the boundaries of the Distriet. Approximately 578 sores of
developable land within the District is presently mndeveloped. At full development, the District is
projected to serve 8,333 equivalent connections.

The assessed valustion of the District as of January 1, 1888 was $107,784,276. The District has
levied » tax rate of $0.85 per $100 assessed valuation for the 1888-89 fiscal year.

Pistrict Developers

Joint Venture. The land within the District is being developed for residentis), multifamily,
oommercial and retail use pursuant to the Milwood Joint Venture II Agreement (the "Joint Venture
Agreement™) between Bill Milburn, ine. ("Milburn™), Palmar Association, Ltd. (Palmar™), Austin White
Lime and A. H. Robinson I (collectively, the "Developers™.

Milbyrn. Pursoant to the Joint Venture ment, Milburn is responsible for the planning and
management of development of the property held by the Developers. Its activities include platting,
obtaining approval of plats in the subdivisions, coordinsting and obtaining approvals and permits from
eities, counties and other governmental entities and suthorities which have authority over the sctivities
and the properties located inside the District; providing job supervision, inspection and quality eontrol
with respect to the development of the property in the District; conducting sales and/or lense programs
lehﬁ.ns:o tracts or sites and the property located inside the District; supervising the mansgement
of the development of the peoperties generally.

Milburn has opersted fn the City since 196) and is the City's largest homebuilder with
approximstely 30% of the new home market. When sales of new homes reached s peak of 5,891 in 1986,
Milburn achieved record mles of approximately 1,500. However, with the downturn in the City's
sconomy slong with the rest of the State of Texms over the past three years, and the sdverse impact
thereof on the real estate macket, new home sales in City, inc! sales by Milbumn, have decreased by
smore than two-thirds from their pesk levels. As s result, home builders have been forced into
bankruptcy. In addition to the difficulties Milburn shares with all home builders in the City, Milbumn is
favelved ss & defendant In severs! lawsits filed by former partners, lenders, homeowner groups and
fndividuals with employment complaints, construction problems and other miscellaneous matters, Such
difficulties may adversely affect Milburn's sbility to perform its obligations under the Joint Venture
Agreement. However, neither the District noe the Clté can jct the effect thereof on future Net
Revenues of the Waterworks and Sewer System and the City's ability make the City Contract Payments.

Palmar. Palmar is s Hmited partnership consisting of various members of the Robinson family
which pwn the land within the District. Geners! partners of Palmar are A. H. Robirson Il and J. O.

«12-
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ion to the fulfillment of all other
shall have () received the written
ount of the Bonds and Parity Bonds
then outstanding, and (i) been offered indemnity sstisfactory to it snd shall have refused, or for 30 days
thereafter neglected, to institute such suit, sction, or proceeding; it Is declared that the making of
such request and the furnishing of, such indemnity are in each case conditions precedent to the execution
and enforcement by any owner of any Bond or Parity Bond of the powers and remedies given to the
Trustee and to the institution and maintenance by any owner of any Bond or Parity Bond of any action or
eause of action for the appointment of & receiver or for any other remedy; but the Trustee may, in its
discretion, or when duly requested in writing by the owners of at least 25% in aggregate principal amount
of the Bonds and Parity Bonds then outstanding and upon being furnished indemnity satisfactory to the
Trustee sgrinst expenses, charges and Liability shall, forthwith Lake such appropriste sction by fodicial
i and otherwise to enforce the covenants of the City and the District ss the Trustee may
expedient in the interest of the owners of the Bonds and Parity Bonds.

In addition to all of the rights aod remedies provided by the laws of the State of Texas, the
District further covenants and that in the event of & defanlt in the payment of any City Contract
Payment of in the performance of any agreement or covenant costsined in the Bonds, the Parity Bonds,
the Contract or the Bond Documents, such payment and performance may be enforced by the Trustee by
mandamus, specific ormance, of by the appointment of a reoeiver (o equity with power to charge
and collect the City Contract Payments) in aocordance with the Contract and the Bond Documents.

. Ko remedy conferred upon or reserved to the Trustee Is Intended to be exclusive of any other
mﬂnbleumedyornmedia,butuchmdmnehumedymueumulnlvenndahnbein
nd&muntoeveryotherremedy‘ivenmdertheBoudDoeumenu.mCmmct,theBondsoethePcity
Bonds, or now and hereafter existing st law or io equity or by statute, No delay o omission in the
exercise of any right or power ven to the Trustee upon the happening of an event of default continuing
83 aforesaid shall impuir any such right or power or shall be construed to be s waiver of any such event
of default or mequiescence therein, wnd every such right and power may be exercised from time Lo time
and 30 often as may be deemed expedient.

The Trustee may, and upon the written request o
amount ofthesondsand!’u-ltyMmmmwn?emﬂdﬂaﬂtmmrm

B

£
|
.
g
5
;
%
3
i

P-NA01954

228




>

‘}W(‘
1

-

i
;
£
i
i
g

representing less than & majority of the
Bonds the Trustee in its sole discretion
may determine what sotion, if sy, shall be taken, motwithstanding any other provisions of the Trust

to the lian of this Trust Indenture, if any.
Second: uummq-mm@mmamm

Third: to the payment of of and redemption if any, on the Bonds and
mmmunmmmﬁmwmﬁwmﬁumwmm
Documents or have matured as provided thereby,

Fourtl: to the payment of the surplus, If any, to whomsoever may be lawfully entitied to
receive the same, o 88 & court of competent jurisdiction may direct.

lthWmmh&ecﬂu%ﬂteﬂ,ﬂnmmtaﬂ&kf«d&ﬁhﬁmma
particular ification shall be losufficient to pay in full all of the jtems in soch classification, the
smount available for distribution to ftems in such clessification shall be procsted among such items in
the proportion that the amount each item bears to the total of all such items.

In any judicial proceeding in which the District Is a party and which, in the opinion of the Trustee
and its counsel, has & substantial bearing on the interests of the owners of the Bonds snd Parity Bonds,
the Trustee, If permitted by the oourt having jurisdiction over such proceeding, may, in its discretion, or
wpon the written request of the owners of at least 26% in aggregate principsl amount of the Bonds and
Parity Bonds then outstanding, and upon being indemnified to the satisfaction of the Trustee, shall,
Intervene oo behalf of the owners of the Bonds and Parity Bonds to sssert the rights of such owners.

All rights of sction or other rights ander the Trust indenture or otherwise may be brooght by the
Trustee in its own name as Trustee of an express trust and may be enforced by the Trustee without the
possession of any of the Bonds or Parity Bonds, or the production thereof on the trisl or other
proceedings relative thereto.

R Is expressly provided that the owners of s majority in aggreqate principal amount of the Bonds
and Parity Bonds then outstanding, or 2 committee repressnting, pursuant to & written appointment filed
with the Trustee, the owners of & majority in aggregate principal amount of the Bonds and Parity Bonds
then outstanding, shall have the right, st any time, by an {nstrument or instruments in writing executed
snd delivered to the Trustee, to direct the method and place of conducting all proceedings to be taken in
connection with the enforcement of the Trusiee's rights and remedies under the Contract or the rights of
the owners of the Bonds and Parity Bonds or the Trustee's rights and remedies under the Bond
Documents, and may exercise any right or perform any action under the Trust Indenture, with the same
effect as the Trustee, provided that such direction shall not be otherwise than in accordance with the
’r:;{kx of law and of the Trust Indenture, and provided that the Trustee shall be indemnified to its
- on.

Amendments to Bood Documents

The Trust Indenture, the Bond Order and the Bond Resolution may be amended by the District
:tlthﬁxecoment;fmﬂ:q: hn::hherastee formendmenutoﬁn'i‘mthdentun),florthe
amending the et ts Share, curing any smbiguity or or supplementing any
defective or inconsistent provision or making any other change that do:mmy mgect m‘ﬁmy
and adversely affect the interest of the owners of the Bonds, Parity Bonds or Additiona] Bonds. The
bolders of the Bonds, the Parity Bonds and any Addit ting o
mlpduomtoldnu Bonds, the Parity Bonds and
approve any other smendment to Trust Ind the
without the consent of the owner of sach ou Bond, Purity Bond and Additional Bond affected
thereby, the terms and conditions of the Bonds, the Parity Bonds, the Additional Bonds, the Bond Order,
the Bond Resclution or the Trust indenture may not :

E
s‘:
o

:
:

Rt

P-NA01955

229



g

7 .

S

R IR

’w Change the Debt Servioe Fund requirements, Reserve Fund requirements, interest
wmsumwm:ycmm of the outstanding Boods, Parity Bonds or Additional

®) Reduce the rate of interest borne of the outstanding Bonds, Parity Bonds
or Additional Bonds; by sy y

«©) Reduce the amount of the principal of, mium, If any, or interest payable on the
utsundh(m Bonds, Parity Bonds or Additional Bonds,’:hpooemmdiﬁonmmw
pRyRments;

(7] Modily the terms of payment of princi of, premium, if sny, or interest on the
MMMﬁyM&AﬁUmﬁMﬁhﬂmwﬁmﬂmmtu
payments;

) mmwmudmmdummdmmrmsmasa
Additional Bonds then outstanding, .

[ ¢} Decrease the minimum percentage of the princi amount of Bonda, Parity Bonds
nAwuomletumumehmmmmt;ww

Alter the obligation of the City to pay the City Cootract Payments in the manner
and to the mmmmcm,mmm:,mwmmuwmmrmt

mruggtuhhu&ndge_mm

Un&uﬂeCmmt.mDBuictmmedunmwu&ngymmumC!tyin
oonsiderstion of the City's reserving sdequate distribution capacity for the District in certain facilities
of the Waterworks and Sewer System financed with Bonds, Parity Bonds or Additional Bonds. Such
gymenu will be in amounts constituting the District's share, based on its share of such capacity (the
istrict's Pro Rata Share™), of debt service on the Bonds and the Parity Bonds. On or before September
S0 in esch yesr or as soon after that time s practicable, the Board of Directors of the District {the
"Board™ will consider the taxsble property in the District and determine the actual rate of the bond tax
and/or the maintenance tax per $100 valuation of taxable property which is to be levied in that year and
levy the bond tax and/or the maintenance tax sgainst sll taxable property in the District. The Board will
perform the function in the toumnmwnwumwamudwuw.

Anoual Budget. Prior to detemimngt.hebonduxnnd/orm;intemncewtobekﬁed!ormy
calendar yesr, the Board shall sdopt an annual budget for the District setting forth the estimated
expenditures and disbursements of the District's receipts, revenuves and funds, the estimated receipts,
revenves and funds and the sources thereof, and the District's Pro Rata Share of debt service for the
succeeding fiscal year, The budget shall be developed in accordance with generally sccepted sccounting
procedures, and shall contain such budgetary items and visions &5 may be reasonably necessary to
refiect sdzquately the operations and sctivities of the istrict for the snnus! period covered by the
budget. The Board shall not determine the bond tax and/or maintenance tux to be levied for any
ealendar year until the Board has approved an annual budget for the expenditure and disbursement of the
seceipts, revenues and funds of the District. Immediately spon sdoption of its annual budget, the
District shall deliver to the City & e&;_py thereof and a report of the District establishing the District's

Available Revenue for the i year.

E%mentﬂWMemw%mmMOfMTg A specis! fund or
account, designated ss orth Austin Municipal Utility Distriet No. terest and Sinking Fund (the
“Interest and inking!‘und")bmuedwdertheBondbocmenumdnquimdtobemﬁnmnedbyme
District st its official depository and bank. The Interest and Sinking Fund shall be kept separste and
apart from all other funds and accounts of the District, and shall be used only for paying the District's
Pro Rats Share of debt sarvice on the Bonds and Parity Ponds, in ordance with the Contract,
Payment of soch amounts shall be made

levied and collected for unt

the

delinquencies and oosts of tax collections, which will be sufficient to raise and produce the money
required to make payments to the City of the District's Pro Rata Share of deb

Parity Bonds. Such rate and amount of ad valorem tax is ordered to be levied and Is levied under the
PBond Documents without Umit as to rate or amount against all taxable peoperty in the District for esch
,eu-whﬂemyoft.heBond.iorPuityBondsmoutsundingmdunpﬁﬂ.nndmhndvdonmwshmbe
meaedandeoﬂectedwhmmddepositedutheueditotunnfo:uddlntemtmdsmdmfnnd.
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The amownts required to be the District to the described sbove are not pledged to,
oad do not constitute security for, p?mdmm Gy

Eodersl Tax Covenanta

themmictummutuhhemmuufnmhnm;muum
adversely affect the treatment of the Bonds as ebligations described in Section 107 of Internal
Bevenue Code of 1986, as amended (the "Coda™, the interest on which is
ider for parposes of £
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The Internal Reverme Code of 1986, a3 amended (the "Code™, imposes & pumber of requirements
that must be satisfied for interest on state or local obligutions, such as the Bonds, to be exciudable from
gross income for federa! income tax purposes. These requirements include limitations on the use of boand
proceeds and the source of repayment of bonds, limitations oo the investment of bond proceeds peior to
expenditure, and & requirement that the District file an tnformation report with the Internal Revenue
Service. The District has covenanted in the Bond Resolution that it will comply with these requirements.

Bond Counsel's opinjon will assume eontinuing compliance with the covenants of the Bond
Resolution and the Bond Order pertaining to those sections of the Code which affect the exclusion from
§ross income of interest on the Bonds for federa) income tax purposes, and, in addition, will rely on
fepresentations by the District with respect to matters solely within the knowledge of the District,
which Bond Counsel has not independe verified. Il the District should fail to comply with the
covenants {n the Bond Resolution or the Order or if the foregoing representations should be
Inaccurste or incomplete, interest on the Bonds could become taxable from the date of delivery of the
Bonds, regardiess of the date ot which the event ceusing such taxadility socurs.

The Code imposes & 20% altemastive minimum tax on the “slternative minimum taxable income”
of & corporation (other than any S corporstion, regulated investment company, REIT or REMIC), If the
amount of such alternative minimum tax is greater than the amount of the corporation’s regular income
tax. The "Superfund Revenue Act of 1 also Lmposes an additional .12% "environmental tsx” on the
altermative minimum taxable income of & ocorporstion in exoess of $2,000,000. Generally, for taxahle
years beginning In 1988 and 1889, s corporstion's allermative minimum taxable income includes 50% of
the amount by which the corporation's "sdjusted net book income” exceeds the corporation’s “aiternative
minimum taxable income” (determined without regard to much portion of "adjusted net book income™,
For later taxable years, & ocorporation's alternative minimum taxable Income will include 76% of the
amount by which the corporation’s "adjusted current unm" oxceeds the corporstion's “slternative
minimum taxable income” (determined without regurd to portion of “sdiusted current earnings™).

Because interest on tax-exempt obligations, such as the Bonds, is incloded in g tion's "adjusted
net bock income” and "sdjusted current earnings,” ovnership of the Boods could be ject to altemative
minimum tax consegquences.

uwumnmmpmummummmmmmm,mx or accrual of
such interest may otherwise affect the tax liability of the owner of & Bond, Thehxeﬂa:ttofmiptor

18-

N

P-NA01957

231



e

-~

of the Bends.
-l mm:tmntheu“:uh:!‘:dhww u:oeoutmeﬂot;
other matters. present time, Bo legul pending or, to knowledge o
mmwwmxmmnn.mmmmmm

LEGAL INVESTMENTS IN TEXAS

Mmﬂ.Sls.mM.TmWwCode,smwd, des that the Boods are Jegal and
investments for benks, trust companies, buiiding loan associstions, savings and loan
sesociations, insursnce companies, fiduclaries and trustees, and for the other political corporstions or
mubdivisions of the State of Texas. The statote farther provides that the Bonds are eligible to secure the
&positofmyuﬂnﬂwbuc!mﬁsofﬁn&ue of Texas and any snd all public funds of citles, towns,

, counties, achool districts or other political corporstions or subdivisions of the State of Texas;
the bonds are lawful and sufficient security for such deposits to the extent of their market value.

The District has made no investigation of other laws, roles, reguiations or investment criteris
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 oc invest in the Bonds for such purposes. Consequently, the District makes no representation
mtmmwumembhuwbuceuﬁﬁaumUeirdepoduoruccepuhlewwch
institutions for investment purposes.

%

3

LEGAL MATTERS

Legal matters incident to the suthorization, lssuance and sale of the Bonds are subject to the
wngualified ‘:n;;pronl of the Attorney General of the State of Texas and of Brown Maroney & Ouks
Hartline, CoumeLwhnseupWoﬁ:ﬁmwiﬂbepﬁmedmthmbﬂmumym!om
sttached hereto as _Am%g Bond Counsel was not requestad to participate, and did not take part, in
the preparation of the Official Statement except &3 hereinafier noted, and such firm has pot assumed
sny responsibility with respect thereto or undertaken independently to verify any of the information
eontained herein, except that, in its capacity as Bond Counsel, such firm has reviewed the information
wnder the captions "Plan of Financing,” *Description of the Bonds,” "Security for the Bonds,” "Summary
of Selected Provisions of the Bond Documents,” "Legal Investments in Texas,” "Legn! Matters” and "Tax
Exenption,” and such firm is of the opinion that the information contained under such captions is & fair
and socurate summary of the Information purported to be shown therein. Bond Counsel's fee for services
rendered with respect to the sale of the Bonds is contingent upon the fzsuance and delivw Bonds.

be passed upon for the District by Armbrust & Brown, P.C. matters
will be Wmt«muwmw Hutchison Boyle Brooks & Dransfield, A Professional
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The Official Statement was compiled and edited ander the supervision of Lovett Mitchell Webb &
n, Inc. (the "Financial Advisor™. The fee to be paid to the Financial Advisor for services
rendered in oounection with the sale of the Bonds is contingent upon the issuance snd delivery of the

i

OTHER MATTERS

The finxncial dats and other information contained herein have been obtained from the records,
financial statements and other sources of the District and the City and are believed to be relisble.
There is no guarantee that any of the assumptions or estimates contained herein will be realized. All of
the summaries of the statutes and documents contained in this Official Statement are made subject to
all of the provisions of such statutes and documents. The summaries do pot purport to be complete
statements of such provisions and reference is made to such documents for further information.
Reference is made to original documents in all respects.

President,
Nocth Austin Municipal Utility District No. 1
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THE STATE OF TEXAS §
COUNTY OF TRAVIS § !

1, Betty G. Brown, Deputy City Clerk of the City of Austin, Texas,

? . do hereby certify that the foregoing instrument is a true and correct

copy of Ordinance No. 890601-F » consisting of _ 52 page(s),

passed by the City Council of Austin, Texas, at a regular meeting on the

1st  day of June » 19 89 , as on file in the
City C!e;}'s Office this 14th day of June , 19 8¢
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