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n- LANIER
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RITTER
CERTIFIED PUBLIC ACCOUNTANTS

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

November 20, 1985

=,oard 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

F.:nd for the year then ended. Our examination was made in accordance
with generally accjppted auditing standards and, accordingly, included
s,11ch tests of the accounting records and such other auditing procedures
as we considered necessary in the circumstances®

#1
In our opinion, the aforementioned combined financial state-

r^enrs 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
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NORTH AUSTIN MCINICIP,AI, UTILITY DISTRICT NO. 1

COMBINED BAIXXE SIiEET - ALL G0VERWMAL FUND TYPES AND ACCOUNT GROUPS

5M?TWER 30, 1985

Account
Coverrnerttal fund types roup

eraera 'ibtals
Debt Capital fixed (rnetnorandltin

GeneralGeneral -servicece projects assets only)
ASSETS ;

CASH $ 36,570 $ - $ 5,747 $ - $ 42,317

CERTIFICATE OF DEPOSIT 92,005 40, 273 2,325,995 2,458,273

DUE FROM 0TW RPM 13,024 13,024

RECEIVABLES:

Service accounts
Accrued Interest

20, ^9^
8 56 t^6, 89Cf ^7',

20, ;?j

Builder damages 4,130 4:130
Due from developer -

operating costs 200 200

ORGANIZATIONAL COSTS 198,516 198,516

FDCED ASSETS (Note E) 6,241,104 612t#1,104

T12AI, ASSETS $154,080 $53j353 $2 378 632 $6 ,439,620 $9 025 685

LIABILITIES AND FUND EQUITY (DEFICIENCY)

LIABILITIES:

Accounts payable and accrued
expenses

Contracts payable
$ 31,4$4 $ ® $ 210

18,071
$ - $ ?^,6 ^4

, {} 1
Due to other funds

it
11,024
1 01 (t

1 ^, 024
11 010sRefundable depos , : ,

Bond antici;taation
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 EQUITY (DEFICIENCY):
Investment in general fixed
assets 6,439,620 6,439,620

Fund balances (deficiency):
Undesignated 96,562 98,562
Designated for debt service 53,353 53,353
Designated for authorized

construction ( 6^ 4^̂39,649) t 6fi433, 649)

TOTAL FUND EQUITY
(DEFICIENCY) 98,562 532353 (_61439 649 ) f,4392620 1,886151,886

'IOTAI, LIABILITIES AND
FUND WITY $154,080 $533353 $2378^632 $643962Q $9 25 685

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

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

YEAR ENDED SEPTEMBER 30, 1985

;VENUES ;
Water service (Note C)
Sewer service (Note C)
Maintenance taxes (Note D)
Customer surcharge (Note C)
Tap connection fees (Note C)
Sewer inspection fees (Note C)
Interest on time deposits
Application fees
Penalty and inter`est
Reimbursement for builder

damages
Miscellaneous income

TOTAL REVENUES

^PENDITURES:
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

-1XCESS REVENUES (EXPENDITURES)

FUND BALANCE, beginning of year

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 46,468
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) ( 6,292,830)

4,581 515 5,096

PUND 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 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
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
r

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.
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NORTH AUSTIN MUNICIPAL UTILITY DISTRICT NO. 1^^ - t

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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ceaT» oa:;Rr:,,ccrwNrnNIS NORTH AUSTIN MUNICIPAL UTILITY DISTRICT No. I

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 inter-fund
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) $ 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

6
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cFa-riEcP_m:IcAcc^,NiAN•s NORTH AUSTIN MUNICIPAL UTILITY DISTRICT NO. 1

NOTES TO FINANCIAL STATEMENTS

(Continued)

C.

D.

E.

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 Inspection Fees:

5/8n tap $ ^ .003/4 tap
1251" tap 650.00

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

Security Deposits:

5/81' meter $ 50.00
3/411 meter

0 001" meter .
151-1/2" meter 250.00

211 meter 375-00
Over 2" meter 3 times

estimated
monthly
usage

Property Taxes:

For the 1984 tax year, the District levied an ad valorem maintenance
tax at the rate of $.40 per $100 of a ssessed 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 pay the operating expenses of the Distri ct's water and wastewater
system. All taxes including 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 9 3 _ 3
facilities $ - $5,228,^8i $ $5'22

9

8081City fees
Engineering fees 437,185 437,185
Construction in

progress 46,706 46,706

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

7
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NORTH AUSTIN MUNICIPAL UTILITY DISTRICT NO. 1

NOTES TO FINANCIAL STATEMENTS

(Continued)

^'. Bond Anticipation Note Payable:

On December 31, 1984, the District issued North Austin Municipal
Utility District No. 1 bond anticipation note, Series 1984in t:^e
principal amount of $8,800,000 at par, with interest at ^o^ 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.

{^. Con.tingetit Liabilities:

Under the Utility Construction Agreement between North Austin
Munl.eipaI. 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 agr=.u.e-
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 t'i.is
amount is reflected in the combined financial statements of _,hr,
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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ACCOUNTANTS' REPORT ON SUPPLEMENTARY INFORMATION

In our 'opinion, the accompanying information is stated fairly
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 reporte The accompanying informa-
tion is supplemental to the combined financial statements and is not
essential for a fair 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, included such tests of the accounting records, from
which the supplementary information was compiled, and such other auditing
procedures as we considered necessary in the circumstances.

Certified Public Accountants

9
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PRELIMINARY OFFICIAL STATEMENT DATED AS OF .1989

&&M „GS

Moody's: Ass
Standard & Poor's` AAA
(See Ratings" herein)

In the opinion of Bond Couosel, iatenrst on the Bomb will be excludable from gross iskome for
^a^es of federal income taxation under existing law. See "Tax Esemptian' herein for a discussion of
Hood Counsel's opiasoo, tarludicR a description at the alte:aative minimum tax.

i •
NORTH AUSTIN kWCIPAL UMM- DISTRICT NO. 1

City of Awtin, Texas Contaaat Revenue Refunding Boods, Series 1989

Dated: .1989 Due-, November 15
as shown below

Interest on the Bonds will be payable May 15 and November 15 of each year, commencing
November 15, 1989. The definitive Bonds will be issued only in fully registered form, without coupons, in
any integral multiple of S5,000 for any we maturity. Principal of the Bonds will be payable to the
registered holder or owner (the "Holder" or *Owner") ►t maturity or redemption upon presentation ►t the
principal corporate trust office of the paying sprit/registrar (the "Paying Agent/Registrar"), initially
Texas Commerce Bank National Association. Interest on the Bonds Will be payable by check, dated as of
the interest payment date, and mailed by the Paying Agent/Registrar to registered Holders as shown on
the records of the Paying Atent/Registrar on the last business day of the preceding month (the 'Record
Date") or by such other method, acce ptable to the Paying Agent/Registrar, requested by, and at the risk
and expense of, the Holder. The Bonds are subject to optional, extraordinary optional and maodatory
sinking fund redemption prior to maturity as described herein. 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
mirefunded portion of such Series 1985 bonds will be secured and payable on a parity with the Bonds. See
"Plan of Financing."

The Bonds are special obligations of the District payable from and secured by a rust lien on and
pledge of payments PCity Contract Payments"? required to be made by the

CITY OF AUSTIId, TEXAS

wider a Utility Construction Contract between the District and the City. To secure payment of the City
Contract Payments, the City pledges the "Net li.evmues" of its 'Waterworks and Sewer System" in
amounts sufficient to pay principal of and interest on the Bonds when due, subject only 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 "Secrrity for the Bonds."

Payment of the principal of and interest an the Bmds when due will be insured by a municipal
bond guaranty insurance policy issued simultaneously with the initial delivery of the Bonds by

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
!S IN ANY MANNER PLEDGED, t+IVEN OR LOANED TO THE PAYMENT OF THE BONDS; AND THE
REGISTERED OWNERS OF THE BONDS DO NOT HAVE THE RIGHT TO DEMAND PAYMENT OF THE
BONDS OUT OF ANY FUNDS OR SOURCES WHATSOEVER OTHER THAN THE PLEDGED REVENUES,
See `Security for the Boads."

.J
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Due
^ Price price

Due
An onnt ftovemDer 15 te Yi^ ^„eoant November 15 b^cet efa

$ 1989 $ 1997
^ 1998
1991 1999
M M00
1993 l001

1995
2M

1996 ^

saw-i

t004

to

S 'K Term Boa& dae liovember 15, l009 - prim X►
(Approximate Yiole to Maturity - x)

tAccttired Interest from . 1989 to be~

The Bonds are offered for 80tvatT when, a NO If isaed, subject to the taaqualStia+d approval of
the Attorney General of the State of Tazu and of 8eowa Maroae y & Gob tiartiive, AmKin, Texas, Hood
Conosei, whose spWovio= oQiaion will be prmted ou the Bonds. Certain Legal matters will be paseed upon
for the District by Aembruf t & 6t^o^rn, P.C.. Auetia, Texas. Certain legal mitten will be passed upon for
the Voderwrstess by Hutchison Boyle Brooks & Drandield, A Profesriooai Capo:titioa, Dallas, Taos. It
Is expected that the Hoods will be avattabie for deliwfty in New yogi, New Tort, an or about ,
1989.

EHRUCH B4HER & CO., IIdC. PRBDIIVTIAIrMCHE CAMAL FUNDING

si•sftn
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NORTH AUSTIN MUNICIPAL UTILITY DISTRICT NO. I

d OKSEk i tate c . s

Tam
Name re^!tion LM gpopation

Steve D. Pena President 1992 Putner, Pena Swayze & Co,
Certified Public Aaoauataots,
&onod Rock. Texas

Robert K. Schultz vim President 1990 CM1 F•nginees, Aartin. Texas

ban3s L. Miller Srxxetsry 1990 Prolect Manager. veasidde
Mikekas & iCleiq Aastto, Texas

.Tared R. 9ts11ooa tle"Uper 1992 Teechr, Hyde Put School,
Aastiq Texas

Lodger Btvrwa Asistxnt Trawmer 1i92 Human R+aooYe" ldanssement,
Dereri,y Enterprius. Ansiin,
Texas

_.1.

CITY OF AUSTIN, TEXAS

ffi i bElected O c a

Term Expires
Name pGaitio may is

Live Cooke mayor
Sally Shipman Mayor Pro-Tem, Councilmember Place 3 1990
Michael Nofxi6er Councilmember Place 1 1990
Smoot Carl-Mitchell Councilmember Place 2 1991
George Humphrey Councilmember Place 4 1990
Robert Sarnstone Cosuncilmember Place 5 1991
Dr. Charles E. Urdy Councilmember Place 6 1991

Appointed Officials

&&-Me osition

Camille Barnett City manner
rCit M eri

np^^

y anagAss stant
i.gkttsltiey Kn$ Acting Assistant City

his Jones Acting City Attorney
Elaine Hut Director of financial Services
James E. Aldridge City Clerk

DISTRICT CONSULTANTS AND ADYISORS

General Manager Amtex Corporation
Austin, Texas

AWZitoT Deloitte Haskins. & Sells
Austin, Texas

FACInew llorfe! Engineering
Acstin, Texas

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

Bond Counsel Brown 1Saroney & Oaks Hetiline
Austin, Texas

Financial Advisor Lovett Mitchell Webb & Caerisoa.loc.
Aestin, Texas

,f.,",
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No dealer, btroker, ales person or any other person has been authorized to give any Information or
to make any trepeesentation, other than those contained herein, in connection with the offering of the
Bonds, and if Oven or made, each Information or representation must not be relied upon. The
Information set forth herein has been obtained from the records of the North Austin Municipal Utility
District No. 1 We "District") and the City of Austia. Tom tthe "City9 and from other sources that the
District and the City believe to be reliabie, but It is not guaranteed as to accuracy or oompletenes, and
its Inclusion bereia is not to be oonst:trod as r representation of the District, the City or the
Underwriters to such effect. All anmmaries of and excerpts from agreements, resolutions, statutes and
other documents contained herein do not pnrpoet to be oomplete recitations of the proraa tlereof,
and reference is hereby aide to owl original souroe:. The information and expressions of Opinion herein
ree sab,*ect to ofisnte without notice. and neither the delivery of this Official 5tstement car any sale
made hereunder afialt, under any circumstances. create any Implication that there has been no ~ in
the affairs of the District or the City duce the date bet f.

This Official Statement, including the cover page and appendices hereto, does not constitute an
offer 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 jur'swdictioa where it is unlawful to make such offer, solicitation or sale-

TABLE OF CONTFN75

Introduction 1 -
Plan of Financing I
Sources and Uses of Funds 2
Description oC ti ►e Bonds 2
Security for the Bonds 4
Municipal insurance 9
Debt Service Requirements 10
Description of the District 10
Summary of Selected Provisions of the Bond Documents 13
Tax Exemption 16
LJti;ation 17
*.Cal Investments in Texas 17
Lis=al Mitten 17
Verification of Mathematical Computations 17
Ratings 18
Underwriting 18
Financial Advisor 18
Other Matters 18

Appendix A - lnformation Regarding the City's Utility Systems A-1
Appendix 8- 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-1
Appendix D- Form of Opinion of Bond Counsel D-1
Appendix E - Specimen Municipal Bond Guaranty Insurance Policy E-I

•idioia
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WORTH AU5'Is 1tBNACrPAL VIII.TfY DISTRICT NO. I
C1ty of Astio, Taxes Caotraet Revenue Refunding Boads„ Swim 1089

lBfTRODIICTlOBt

The purpose of this Official Statement, which incindes the cover page and the appendices 4 ►eseto,
is to set foetl, Information ooaoei9in; the North Austin Municipal Utility District No. 1 tttttie "District'),
the City of Antic. Te=, (the "City") and $ ` aggre8ste principal amount of the
District's City of Antic, Texas Contract Iteimwe-'-'RelTundinB Bonds, Series 1989 (the "Bonds").
Capitalized terms used In this Official Statement and not otherwise defined berein shall have the same
meanings asi^ed to them to the District's order (the "8oad Order"), adopted an 1989,
aothoeis3ni the issuance of the Bonds and the District's resolution ttbe '8oc^d Ites ► iitianS,^a vJted on
October 29, I.M. as amended on November 26. 1985.

The District is a conservation and reclamation district, gveiamcntit agency and body Politic and
oorporate ander Article Xill, Section 69 of the Texas Constitution by order of the Texas Water
Commission. The City is a political sobdivision of the State of Texas and a municipal corporation --'
acgsniyed and existing under the laws 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 utility systems and certain information about
the City and its fttunces. All descriptions of documents contained herein are only summaries and are
qualified in their entirety by reference to each such document. Copies of such documents may be
obtained from the District's Financial Advisor, Lovett Mitchell Webb & Gaaisoo, Inc.

PLAN OF FWANCING

AaAwtv for Issuance

The Bonds will be issued under the authority of Article 717t, Vernon's Texas Civil Statutes, as
amended, and other applicable laws of the State of Texas and pursuant to the Bond Order, the Bond
Resolution and a Trust Indenture, dated as of November 1, 1985 and as supplemented by a First
Supplemental Indenture dated as of , 1989 (collectively, the "Trust Indenture"),
between the District and Texas CommerceBrank National Association, as trustee (the 'Trustee"). The
Bond Order, Bond Resolution and Trust Indenture are sometimes referred to herein collectively as the
"71ond Documents"

The Bonds are being issued for the purpose of refunding a portion of the District's previously
lowed and outstanding City of Austin, Texas Contract Revenue Bonds, Series 1985 ("Series 1985 Bonds"),
currently outstanding in the aggregate principal amount of S18,300,000. The portion of the Series 1985
Bonds being refunded (the "7tefunded Bonds") lsave a principal balance of 3 and mature
on November 15 In each of the years throuP-. The Series 985 bonds which are not
being refunded and defused and whiW;;Weemain outstanding following, the issuance of the Bonds are
hereinafter referred to as the "Parity Fonds." The Issuance of the Bonds will result in a present value
debt service savings to the District and the City, as well as reduce annual debt aer4ce payments and
overall debt service requirements. Proceeds of the Bonds will also be used to pay the costs of issuing the
$onds. The Bonds, which are Issued as additional parity bonds under the Bond Documents, will be secured
and pa^rabie on a parity with the Parity Bonds as described In greater detail below under "Security for the

Refunded Hoods

The Refunded Bonds and Interest due thereon are required to be pa9d on the scheduled interest
payment and maturity dates, ar apoa earlier redemption, from funds to be deposited with Texas
Commerce Bank Rational Association, Houston. Texas (the "Escrow Arent'). Pursuant to an escrow
apeemeat (the 'Escrow Ap'eemeat') between the District and the Escrow Agent-

The Bond Order that oencwcraatly with the delivery of the Bonds, a portion of the
^ of the salt of the Boe^ds, ^torether with ether ava@able fondsJ will be deposited with the

w Agent in an escrow account (the w "1 to ea Vthe funded Bonds. The amounts
deposited into the Escrow Fund will be in the forts 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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redemption pemlam, If any, and faterest an the Reft aded Sandal when due. Under the Escrow

Refunded
Agrethe rAcrow Fund isement,

The Escrow Fund will not
Irrevocably to the psymea of

to pay peimiPa! of ^ and interest
of and Intel on the

m the Bonds.

acco
the Bonds will be
untants, of a eepott so ^t,he m

to doll"ry
st3iem by accuracy Mmi to UY the adequacy

Independent
a!s'ttfS

^ of

the maturing principal amounts Of the Government Obligations together with a portion of the interest
iooome thereon and anlafessted calk If any, to pay when due, the principal of redempt.koa price of and
iat+eeest on the applicable Refunded Bands, and (b) the computations of actuarial yields rolled on by Bond
Counsel to support Us

-Wet Section 1^
148 that th thethe IBoads

nternal areRevenue
not
ieaae ^ Code

b
19M. as ^ ame

the
nded.

regulations
Such vwfflc&Uon ofpromulgated ^

accuracy of such mathematical computation will be band upon information and awmptiow supplied by
the District and Its Financial Advisor. and such verification. Information and amtmptkooe will be relied
on by Bond Coamel in rendering its opinion described hatein.

ft the deposit of the the
District have the ^detearanoe of

Obligations and
fmaded So^ads it iroc^oedae

^with the racrow
nc with applicable andb

the terms of the Bond Documents. It is the opinion of Bond Counsel that, as a result of such defeaaance,
the Refunded Bond will be regarded as being oatstaadieri only for the purpose of receiving pa,ymeat from
goose& of the Government OWktatSaem and oaa5 AeW for mob purpose In the Escrow Faod.

Under the Escrow
Pond of additional amounts req uired

the ^ to make time* ,v deposits to the Escrow

the cash balances on
to pay the principial of and Interest at the Refunded Bonds it, for

any reason, deposit or tohadukd to be an deposit in the Escrow Fund are
iosuffLCieat to make such payments.

SOURCES AND USES OF FUNDS^- .

it is anticipated that the proceeds from the sale of the Sands will be appkkd as follows:

Sourves of Foods:
Principal Amount of the Bonds
[,,,Other Araiiab3e Funds]
Atmv interest

Total Sourves of Funds

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

ToW Uses of Funds

u' babOas premium for municipal bond guaranty insurance policy,

DFSCRIp'T7ON OF THE BONDS

Principal Amotert. Date,lotesest Rates and 1^tatcaltias

The Bonds will bear Interest at the rates per annum set forth an the cover page hereof, payable
semfannually an May 15 and November 15 of each year, commencing November 15, 1989. Interest will
sflaevt from 1989 or from the most recent interest payment date to which interest has

as lutlyears and In the principalbe" paid
or forth pro

vided
the aover

or.
^

Bonds will
m$ondR will be iasued 1

5
amounts met pap hereof. The Y registered Bonds, without
6dapons, in the denomination of 55,000 or any Integral multiple thereof for any one maturity. The
'hnstewe has been appointed Paying Agent/Registrar for the 8oods.

Interest on the Bonds will be paid to each registered owner as shown on the registration books
kept by the Paying A;entJRegittsrr at the clam of business on the Record Dete. Interest will be paid by
ebeck sailed first class pos t^a^e prepaid, or by such other oet2^od, acceptable to the Paying
Agent/Registrar. ^►este^ by aed.t the risk and the exFeme of the registered ewoer.

8 the date for the payment of the principal of or Interest an the Bonds slat be a Saturday,
,Srmdyr, legal holiday or day cc which banking frn2ktutions in the city where the Paying AgentlR.eiistrar

^T-
saa.
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^

ft located ase authorized by law or executive order to close, then the date for each payment shall be the
sect succeeding day which is not such a Saturday. Sunday, legal holiday or day on which banking
foattitntioas an authorized to close; and payment on such date shall have the same force and effect as if
sade an the original date payment was due. The prlaaipal of all Bards, whether due at mauurity or prior
eadempt3oa4 will be payable upon presentation of each Bands at the principal corporate trust office of the

Paying Aien"Scistrar-

^io^ed 1>Rte

Tbe Record Date with respeat to each interest payment date is the last business day of the month
lamediatel,Y preceding the mouth in which such interest payment date occurs.

ftaadatorv S'mkia[ Fund Redemotion

lords maturing on November 15, we subject to mandatory sinking fund redemption prior
to maturity in the following amounts, on=the ollowing "us and at the price of par plus accrued interest
to the redemption date:

Redemption Date bftbaI Amount

November 15,
November 15
November 15,
November 15,
November 15, (Maturity)

The ranking fund requirements for the Bonds are subject to reduction with respect to (a) Bonds of such
maturity previously called for redemption, and (b) Bonds of such maturity previously acquired by or at
the direction of the Soard, as provided in the Resolution.

Optional Redemption

The Bonds maturing on or after November 15, will be redeemable on or after November
15, at the option of the District, as directe3'"^'y t̂he City, in whole at any time or in part in
principa2 amou:rts of $5,000 or any integral multiple thereof on any interest payment date, at redemption
prices, expressed as pereent.ages of the principal amount of the Bonds to be redeemed, set forth below,
together with accrued interest to the redemption date:

&demotion Period Redemption Price

November 15,1998 through November 14, 1999 101.5%
November 15. 1999 through November 14. 200U 101.0
November 15, 20()0 through November 14, 2001 100.5
November 15, 2001 sod thereafter 100.0

€ictraore2iaarv Oytioeal Redemt+tion

On any date following the date which is four years after the date of the annexation of the District
ff"" In Its entirety by the City, the subsequent dissolution of the District, and the City's assumption of the

District's obli{a.tions, including the Bonds, the Bonds are subject to optional redemption and may be
redeemed prior to their scheduled maturities, by the Trustee at the option of the City. The Bonds may
be so redeemed in whole on any date at the redemption price (expressed as a percentage of Principal
amount) applicable to the date of redemption falling within the applicable redemption period, ax 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%
1998 through November 14,1999November 1S 101.5,
1999 through November 14, 2000November 15 101.0
2000 through November 14, l001November 15: 100.5,

November 15. 20D1 and thereafter 100.0 -

Notice at Redemption

At least 30 days prior to any date an which any of the Bonds are to be redeemed, a written notice
of redemption identifying the Bonds or portions thereof to be redeemed will be published at least once in
a newspaper, jotunal or publication of general circulation In the City of New Yo66 New xork and in the

..^-

.:...
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State of Texas. A atmiiar aettee will be =ailed by the District to the registered owner of each Bond to
be redeemed at the address appearing on the bond rtgSStrstion books maintained by the Paying Agent/
Xetistmr. Failure to ma1S or receive any such notice, or any defeat therein or in the mailusg thereof,
will not affect the validity of the proceedings for the redemption of such Boods.

If ioa than all of the goods subject to redemption are to be redeemed, the District will
iettr'mine, as directed by the City, which maturity or maturities, and the amounts within sub maturity
to be redeemed, and dull direct the Trustee to call for tedemption, by lot, Boodc, or portions thereof.
within such maturtty or maturities and in such amoaut&

XMAdXb+ation. TY+aoder and F-^--"+

Y'he Bond Dow =is provide for the rogix#.ratioq tranfer and exchange of the Donds. Every
SwA presentee or aoramdcee,d for transfer or exchange Is required to be duly endorsed or to be
accompanied by a written Instrument of transfer and araitnmeat in form wtlstactoey to the Paying
AyieeKl,^(stcar and du)y executed by the registarcvi owner thereof or by his attorney duly authorized in
wiriting. No service oh^ will be made to the registered owner for any rogistrsticet, transfer or
emetaage of Bands, but the District or the Paying 8,geat/B,eg{ctrar may require payment of a sam
sufficient to eover any tax or other governmental oharge that may be imposed in connection with any
transfer or exchange of Bonds. Neither, the District nor the Prying Agent/Registrar is required to make
e:xchanges or ttisssfees of W any Bond during the petiod beginning on any Record Date and ending on the
am wooeeding interest payment date or (b) any $ood called for redemption during the 15-day period
prior to the fast publication or mailing of notice of redemption or during the 30-day period prior to the
date of such redemption.

Trnstee: Pavine Arent/Raristmr

The office of Texas Commerce Bank National Association for purposes of Its duties as Trustee and
Paying AsentlRegSstcsr is 600 Travis Street, 10th F2ooc, 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 outstanding the District will provide a competent and legally qualified bank, trust eompan}, financial
institution or other agency to act and perform the services of Paying Agent/Registrar for the Bonds.
The District reserves the right to, and may, at its option, change the Paying AgentJltegictrar upon not
less than 120 days written notice to the Paying Agent/Registrar, but not to be effective within 60 days
prior to a principal or interest payment date. In the event that the entity at any time acting as Paying
Agent/Registrar (or its successor by merger, acquisition or other method) should resign or otherwise
cease to act as such, the District covenants to promptly appoint a competent and Sega23y 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 AgentlReg u'ts^r is required to promptly transfer and
deliver the cegistntion books or a copy tAereof), along with all othes pertinent books and records
relating to the Bonds, to the new Paying Agent/Registrar designated and appointed by the District. Upon
any change in the Paying AgentlRet€strsr, the District is required to cause a written notice thereof to
be sent by the new Paying Agent/Registrar to each registered owner of the Bonds, by United States mail,
tStst-class postage prepaid, which notice will also give the address of the new Paying Agent/Registrar.

SECURMY FOR TIM BONDS

0-aft Under the goad Doeuments

The Bonds, the Parity Bonds and my additional parity bonds Issued In the future in accordance
with the Bond Documents (the "Additional Bonds"). together with the interest thereon, we equally and
ratably payable from and secured under the Trust Indenture by the District's grant of a first lien security
interest in, and assignment and pledge of, all of Its right, title and interest In and to 0) the Utility
Construction Coatrrct, dated as of February 21, 1884, between the District and the City, as amended by
the dated at of 1989 (colleative),y, the "Contract"), and all
trooe^Uereof, int^Tohng the payments teqi iredtoSee ade thereunder by the City (the "City Contact
P aymenta') and {Si) the Debt Service Ftmd, the Reserve Fund and the Construction Fund created and
established under the Hond Resolution and the Trust Indenture. The City has agreed under the Contract
to make the City Contract Payments to the Trustee In the amounts and at the times necessary to pay the
principal and redemption price of, and premlum, if any, and Interest on the Bonds, the Pari ty Bonds and
any Additional Bonds when due, establish andJor aiaintain the Reserve Fund In accordance with the Bond
Resolution and pay the fen and chazles of the Trustee and other expenses Incurred in connection with
we Bomb, Parity Bonds and Additional Bond4

-4-
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ftmlt= for the Cit-T Contract

The City's obligation to make the City Contract: Paytaeats is a apecial obligation for which the
City remains bound until the entire principal of, premium, it any, and interest an the Boods, the Parity
bonds and any Additional Bands have been paid or provided for. Under the Contract, the City has
pledged the "Net Revenues" of its "Waterworks and Sewer 9ystem" (as such terms are hereioatter
ieik+ed) to the payment and security of the City Contract Payments. The term "w'aterwocft and Sewer
Rystem" means all peQpesties, facilities and plants ontseatiy owned, operated and maintained by the City
for the srqsply, 4sstsent and transmission of treated potable water and the ooLiecYioa. t:eatmeot and
diispasai of watsr-oatsted wastes. together with all future esisnsioas, improvements. repLoemeats and
additioas theseto. Miess declared not to be part of ooch system to accordance with an ordinance of the

allCity, adopted on T~(ari3, 3, 1982, (the "1962 City tkdfaanoe"). The term "Not Yeveaues"^se^p
i^aome, receipts and cevemrs of every nature derived or received from the opesati
(excluding rafmdabie meter deposits and restricted gifts end grants) of the Waterworks and Sewer
8yetem. focindi:^ earnings and faoome dedved from the W.estmeat or deposit of moaey In aayf^ ial
lfmdds or accounts created and estabiisbed by the City for the payment and aecanty of bonds and
ebtid►t3oes iaa^ed by the City and secured by such Not Revenues (ooliectively, the "Craas Revenues"),
has tii) all aaereat espemes of operating and maintaining the waterworks and Sewer System. focludinE
all salaries, labor, materials. repairs and extensions necessary to taoder efficient aersice, and payments
order oootracts for the purchase of watrr, aapply or other materiais, goods or aeeYtaec, but excluding
depreciation (Collectively. "Maintenance and Operating Expeaaes").

Prior Lin Boods of the M. The Iten on Net Revencom of the Waterwoft and Sewer System
securing payment of the C ity contract Payments b subordinate only to the lien thereon securing
: ootstanding Principal amount of City bonds referred t.o'Aete9n asWor Lion bonds,-
which not only by Net Revenues of the Waterwocia and Sewer System but also by certain net
isvernies (slso referred to herein as "Net Rerenuoes") of the City's electric utility system referred to
herein as the "Electric Light sad Power System_" The Net Revenues of the Electric Light and Power
System are not pledged to the City Contract Payments or to the Hads. The Waterworks and Sewer
System and the Electric Light and Power System are sometimes referred to herein collectively as the
'Systems." See A ndîx A, information Regarding the City's Utility Systems. The City has reserved
the right under the Contract to issue additional Prior Lien Bonds. See 'Issuance of Additional City

[at ions" below.

te Lien Bonds of C an with the Bonds. The City Contract Payments are
et lie venues of the WaterworYs and wer ystem on a parity with the City's (i)

; outstanding ^snctpal amount of City bonds referred to herein as "Combined Lien
sot^i or M rdinate Lien Sonds," which bonds are secured not only by Net Revenues of the
Waterworks and Sewer System but also by Net Revenues of the Electric Light and Power System, and 00
f outstanding principal amount of City bonds referred to be-rein as "Separate Lien
Obligations," which bonds are secured only by Net Revenues of the Waterworks and Sewer System or Net
Revenues. There are presently no City bonds ^that are secured only by Net Revenues of the
Electric Light and Power System, which bonds would constitute Separate Lien Obligations. See
Apoendixl Information Regarding the City's Utility Systems. The City has reserved the right under the
Contract to Issue additional Combined Lien Bonds and Separate Lien Obli;stiocts. See "Issuance of
♦dditional City qbliptioas" below.

bavaoce of Additional Cit ObiibstThe City has reserved the right under the Contract to
sum additional Prior Lien Bonds, Combined Lien Bonds and Separate Lien Obligations, all of which
obligations are either on a parity with or superior to the City Contract Payments. The following
conditions are required to be satisfied before bnting additional Prior Lien Bonds or Combined Lien Bonds.

,e nI. The Director of Finance of the city (or other officer or the city thoen having the
primary responsibility for the financial affairs of the City) shall have executed a certificate
stating Q) that the City is not than in default as to any covenant, obligation or agreement
contained In any ocdirw+ee or other proceeding relating to any obligations of the City payable
from and secured by a lien on and pledge of the Net Revenues of the Systems, either or both, and
(W all payments Into all special fuads at accounts created and established for the payment and
security of all ontstandini obligations payable from and secured by a lien on and pledge of the Net

on deposit
acco

either or
unts

an both, amhave been
ounts then maderequired to be deposited therein.^ ape" funds or

Systems,

tal im ments. Prior to the Issuance of additional Prior Lien Bonds or Combined

Lien t^^ty or the purpose of euslar", extending, Improving or repair icK then
exfsti4 facilities of either or both Systems, a oeetlticate or opinion of a certified public
accountant is required to be obtained stating that, according to the books and records of the City.
the Net Earnings (as defined below) for the preceding fiscal year or for 12 consecutive months out
of the 15 months immediately preceding the month the ordinance authorizing the Prior Lien Bonds

•a-
•^^a.
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or Combined Lien Bonds Is adopted wen at least equal to the mm of Cl) 1.10 times the average
annual requirement for the payment of principal and interest (or other similar payment) for the
eats.tand3ng Combined Lien Scab and all other outstanding obligations that are Payable only from
and secured solely by a lien on and pledge of the Net Revenues of either the Electric Ligbt and
Power System or the Waterworks and Sewer System, or both, other than Prior Lien Bonds and
Separate Lien ObtigatSoos, after giving effect to the Combined Lien Bonds, it any, then proposed
and (31) 1.25 times the average annuat requirement for the payment of principal and interest (or
other simltar payment) for all outstanding Prior Lien Bonds and Separate Lien Obligationr, after

effect to the Prior Ltea Bonds, if any, then proposed. in making a determination of the Netgiving
Earnings, such accountant may take into consideration a change in the rates and dIartes for
services said facilities afforded by either the Electric Light and Power System or the Waterworks
and Sewer System, or both, that became effective at least 60 days prior to the last day of the
period for which Net Earnings are determined and, for purposes of satisfying the above Net
Earnings test, make a pro forma determination of the Net Earnings for the period of time covered
by his certification or opinion based on such change in rates and charges being to effect for the
aotize period covered by the accountant's oertificste or opinion. The term "Net Earnings* has the
wme meania- as the Net Revenues of both Systems, except that expenses which constitute
^f.expenditures andet standard account in; practice are not deducted in the calculation

Capital Additions. Prior to the bounce of Prior Lien Bonds and Combined Lim Bonds for
facilities which by their vatae, and as incorporated Into either or both of the

="wadd additional capacity, or are to replace existing capacity, of either or both of the -s
Systems, or substantially increase re venue-producing capabilities (a "Capital Addition"), a
certificate of an independent engineer shill to the effect that, based on a report
prepared by such independent engineer relating to such Capital Addition and the Systems, the
projected Net Earnings for each of the five fiscal years subsequent to the date the Capital
Addition Is estimated to become commercially operative will be equal to at least the sum of (i)
1.25 times the average annual requirements for the payment of the principal and Interest (or other
similar payments) for prior Lien Bonds and Separate Lien Obligations then outstanding or Incurred
and all Prior Lien Bonds estimated to be Laoed, if any, during the period through the fifth fiscal
year subsequent to the date the Capital Addition is estimated to become commercially operative,
for 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 and (11) 1.10 times the average annual
requirements for the payment of principal and interest (or similar payments) for Combined Lien
Bonds and all other obligations, other than Prior Lien Bonds or Separate Lien Obligations, payable
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 any,
during the period through the fifth fiscal year subsequent to the date the Capital Addition is
estimated to become commercially 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 a Capital Addition his been Initiated by obtaining such certificate of an Independent
engineer and the Prior Lien Bonds or Combined Lien Bonds are delivered therefor, the City
reserves the right to Issue additional Prior Lien Bonds and Combined Lien Bonds, as the ease may
be, in such amounts as may be necessary to complete the acquisition and construction thereof and
make the same commercially operative; provided that the City make a forecast for a period
extending five years beyond the estimated commercial operation date of the Capital Addition
demonstrating the ability of the Systems to pay all obligations payable from Net Revenues of
either the Electric Light and Power System or the Waterworis and Sewer System, or both, to be
outstanding after the issuance of the additional Prior Lien Bonds or Combined Lien Bonds then
being Issued and have the reasonableness of such forecast confirmed by an independent engineer.

Refunding Bonds. The City reserves the right to issue refunding bonds to refund all or any
part of the outstanding Prior Lien Bonds or the Combined Lien Bonds (pursuant 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 inhabitants, and if less than all such outstanding Prior Lien Bonds
or Combined Lien Bonds are refunded, the conditions precedent prescribed for the issuance of
Prior Lien Bonds or Combined Lien Bonds set forth above ander 'General" and under "Capital
Improvements' shall be satisfied and the accountant's certificate or opinion required shall give
effect to the issuance of the proposed refunding bonds (and shall not give effect to the Prior Lien
Bonds or the Combined Lien Bonds being refunded following their cancellation or provision being
made for their payment).

CItV Rate oveotata. The City has agreed under the Contract to establish rates and charges for
the facilities and services of its Electric Light and Power *stem and Its Waterworks and Sewer
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8ntsm to provide gross vein in each final year anfifcieot to (i) pay the respective maintenance and
operation expenses of the Systems. (ii) provide such amounts as are necessary to estibllsh, maintain or
eestore, as the ease may be, required balaacKS in the reserve or contingency funds created for the
payment of and security for Prior Lien Honds. Combined Lion Bonds, Separate Lien Obligations (Including
the City Contract Payments) and other obligations or evidences of Indebtedness payable only from and
secured solely by a lien on and pledge of the combined Net Revenues of the System and (Lii) p*Wuce
eombUed Net Revenues (after satisfaction of the amounts required in (1) and Qi) above) pual to at least
the sam of W 1.25 times the annual principal and Interest requirements (or other similar payments) for
the then outstanding Prior Lim Bonds end Separate Lim Obligations McLaidthe city contract
Payments) she (b) 1.10 times the total annual principal and interest requirements (or other similar

^̂ments) for the then ootstsndiat Combined Lien Bonds and all other is^debt^, except Prior Lien
londc and Separate Lim Oblis atioas, payable so lely from the seemed solely by a lien an and pledge of
the Net Revemres of either the Electric Power and light System or the Waterworks and Sewer System,
W both,

The Contract additionally provides that the City shall establish and maintain rates and charges for
water and wastewater services that will annually produce Net Revenues of the Waterworks and Sewer
iystem at least to L25 times the combined annuai payments to be made during a fiscal year oo all
separate Lien 0^atjam tiacludttK the City Contract Payments) of the Watewofft and Sewer System
for of paying or representing the payment of principal of and Interest on all indebtedness
ineas^^ratson of, resulting from or boned puraant to such Separate Lien Obligations (the "City
Cents, et Rate Covenant"). For purposes of computing the anticipated Net Revenues of the Waterworks
and Sewer System In determining compliance with the City Contract Rate Covenant, the Gross Revenues
of the Waterworks Lod Sewer System will be Increased by the anticipated amount of the "District
Available Revenues" which is defined as the amounts provided in the District's budget each for the
lay' e,r^t of the District's Pro Rats Sham (as hereinafter defined) with respect to the Bonds, the Parity
Soeids, and arW Additional Bonds. See -District Tax Levy for Pro Rita Share of Debt Service' below.

flow of flmds

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

QeM Service flmd The Debt Servioe Fund is requfaed to be held in trust by the Trustee in
oocordrace^s tt►r-'Frust indenture for the benefit or the owneea 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
redemption 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 Rate Share of any corresponding amount,
will be sufficient to make such interest payment and principal payment or to pay such redemption price.
lo the event the City should fail to make any of its required payments into the Debt Service Fund, such
required payment will continue as an obligation of the City until 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
sock and the Parity Bonds.

Reserve Fund. At the time of initial delivery of the Bonds, f is expected to be
on deposit its the Reserve Fund, being equal to average annual debt service requirements for the Bonds
and the Parity Bonds (the "Required Reserve"). Earnings on investments held in the Reserve Fund will be
transferred to the Debt Service ?'wnd except for any period during which such fund contains less than the
Required Reserve, in which ewz investment earnings will be retained therein until such fund contains an
amount of cash aTd investments equal to the Required Reserve. Additional deposits are required to be
made by the City (as par! of a City Contract Payment) as necessary to maintain the Required Reserve in
the manner set forth In the Bond Documents. Disbursements from the Reserve Fund are required to be
for the purpose of maldng any debt service payment on the Bonds and the parity Bonds for which
adequate funds srre not available in the Debt Service Fund. Amounts held in the Reserve Fund may also
be used to retire the last of the Bonds and the Parity Bonds outstanding.

All amounts an deposit in the foregoing funds, to the extent they are not inwred by the Federal
Deposit Insurance Corporstion or a amesswr, are required to be secured as provided by law.

investment Of FAIDOZ, Valuation 00

Money deposited Into the Debf. Service Fund and the Reserve Fund may be Invested or relmested.
foci Investments (except State and Local Government Series Investments held W book entry form, which
we required at all times to be valued at cost) are required to be valued in terms of cument market value
within the 45 days of the close of each fiscaiyear of the District Except as described above under
Reserve Fwd," all interest and income derived from such investments are Immediately required to be

aredited to. and any louses debited to, the fund or account from which the investment was made, and
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GMephses in any fwd are required to or may be disposed of as hereinafter described. The District has the
right to have sold in the open market a sufficient amount of such invaftments In the event any fund does
sat have rafficieat 110iavedRed funds on hand to meet the obligations payable out of such fuad. Under
toch oieeumstaaoes, the District IS raqttiemad to give written notice to the Trustee to sell such
investments in the open mar#uet. After such We the money derived therefrom will be deposited to the
tand from which the money for such finestmems were iaitiill y taken. The District and the City Will not
be responsible to the Bondholders for any low arising out of the ask of any iavestmen:ts. The Trustee
will not be liable or responsible for any kin retultiag from any such investment or resulting from the

^fro
oak Of

m Its ir
^iittui b"9=404 provided, bout per. that the Trustee will be liable for Q) any loss

negligent faiture, within a ieesomble time after receiving the written
direction from the Diarict, to make, redeem or sell any investment In the manner described above, and
Qi) toy Ices reraitipg from maktnL redeeming or selling say iQraatmeat which was not authorized by
written direction of the DiitcioL

Any cash balsam in any fwd or account, to the extent not 1o^ued by the Federal Deposit
^ >kimsnoe Corporation or Its successor, Ia required to be continuously aeccred by a valid pledge to the

District of aeomities eligible ander the laws of Texas to asoore the facds of municipal utility districta.
having an market value, ezebietve of socroed intereat, at all Una equal to the cmimured cash
balsam In ^; or tocroMmt to which such seoarif3es an pledged.

&Peatiaa or the District bM the Cltv

Di^drict Under 1 the data February g1
Cono^

^ ed

between

lataw

th
and

e City, the ^De
of the North Austin

.etopers (as hereinafter def^ined)
Utility

the District (the "Creation Agreement'?, the District may be annexed and dissolved by the City upon
amain terms and conditions and in certain cin-sestances. Upon annexation and dissolution of the
District, the City Is required to sasume tiaLiiity for the Bonds and other obligations of the District
ahieh, pursuant to Texas law, would become payable from ad valorem taxes levied and collected on all
taxable ^y within the City.

above
annexation dissolution of the District, the City has an option

Bonds, "Description of the Bonds - Extraordinary Optional
Redemption..

Adeitioas2 8onds of the District

The District has reserved the riot, upon the request of the City, to iasue Additional Bonds for the
purpose of financing the cost of purchasin`, eonsuvcttn; acquiring, owning, operating, repairing,
Improving or extending certain water main and unitary sewer main extensions and improvements
described in the Contract (the "Project") or refunding any outstanding Bonds, Parity Bonds or Additional
Rands. When Lnued and detivered, such Additional Bonds will be (1) payable from the Debt Service Fund,
tti) payable from and secured by a first lien on and pledge of City Contract Payments and Gii) 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 4 provided in the Bond Resolution, however,
that no series or leave of Additional Bonds will be Lamed unless the following conditions are satisfied:

(1) A certificate Is executed by the Director of Finance of the City (or other officer
of the City then having the primary responsibility for the financial affairs of the City) stating (a)
that the City is not then in default as to any covenant, obligation at agreement contained in the
Contract or in any ordinance or other proceeding relating to any obligations of the City payable
from and secured by a lien on and pledge of the Net Revenues of either or both of its Systems and
Q►) all payments into all special fud.s or accounts created and established for the payment and
security of all outstanding obligations payable from and secured by a lien on and pledge of such
Net Revenues have been made is fnll and that the amounts cc deposit in such special funds or
accounts are the amounts then required to be deposited tlrrelR;

of the District to the effect that^ddefault exists in
Presidentconeecti Secretary of the Board of Directors

Bonds, Parity Bonds. any
Additional Bonds, the Trust Indenture or the Contract (or say amendment or supplement thereto)
or with any of the covenants or requirements of the Bond Resolution (or any amendments or

lementa thereto) authorizing the issuance of all then outstanding Bonds, Parity Bonds and
wtSona! Bonds, and that the Debt Service Fund and the Retene Furd contain the amounts then
required to be on deposit therein;

(S) The Additional Bonds dall be scheduled to mature or be payable as to ptincipai on
aorember 15 or May 15 in each year the same are to be outstanding or during the term tbaeof;

(4) The City approves In writing a substantial draft of the resolution authorizing the
issuance of such Additional 8onds, as required by the Caatrrct;

-i-
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(5) Alt necessary adrkiiLeates, eedrss and approeab we obtained from each
appropriate federal or state areat.y. and

0 In the case of any Additional Bands the pvc+eeds of which are to be used solely for
the purpose of pa ysag the ant of completion of the Project, the zisfaetion of conditions W. L2),
(3), (4) and (5) abose are required to be sst3.sfi4 together with the following ooaditions.

(AW the City Is required to mth a forecast (tbe 'Forecast') of the op^rttions
of the watenroft and Sewer System drmomtrrtigig, for the period (the ec.mst
Period") of each emooini  fiscal year of the City through the fifth fiscal year of the city
robeeqcknt to the latest estimated date the Project is etpected to be commercially
operative, the ability of much System to pay all obligations payable solely from the Net
Revenues of eoch System to be outstanding after the issuance of the Additional Bonds
Ow being issued, end

®) on independent eooneer is required to review such forecast arid eaacute a
oeetifidte to the effect that such Foracast is reasonable, and. based thereon (and such

rtbrs factors deemed to be relevant), the Net 1Leveaop of the Waterworks and Sewer
System will be adequate for the Forecast Period to pay all the obtigationa, payable solely
tiierefrom, to be outsumdiot after the ftwsaoe of the Additional Bonds then being issued.

Other ObIL-ItIm of the _.^
Revenue sonds. The District reserves the right to issue bonds and pledge the City Contract

Payments to the payment theteof, such pledge to be junior and subordinate in all respects to the lien
securing the Bonds, Panty Bonds arid any Additional Bonds.

The District also reserves the right. with City approval, to isst►e bonds in one or more tststallments
for the purchise, eonstnyctioa, improvement, exiensioa, tep2aeement. enlargement or repair of water
snd/or sewer and/or drainage facilities necessary under a contract or contracts with persons,
corporations, municipal corporations, poiitical subdivisions or other entities, such bonds to be payable
from and secured by the proceeds of such contract or contracts. The District further reserves the right,

with City sppcvval, to refund such bonds.

The Distinct "serves the right to aathorixe the issuance and sale of Bonds payable from and
secured by a first Hen on net revenues of my waterwocla, sanitary sewer and drainage system owned or
acquired by the District, excluding the facilities eonstituting the Project (the "District System").

Tax=En __rtpo ed 8onds• The District presently has a voted authorization to issue S'13,100,000
mlimite^tax arid revenue bonds, of which 57,325,000 have been issued and 365,:75,b0f3 remain
authorized but unissued. The District estimates that it will issue S2.OOO,000 of such authorized but
anistued bonds during the next 12 months.

iySQN)CIFAL BOND I N3IIRAI4 CE

[TO FOLLOwl

^

^

-A-
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City Obligations
Other T6aa City

j^„at ^oat:^et Payments"'

1989 ;
2990
1591
1Y92
1993
1f194
1895
1l96
2997
1lr98
1f99
j000
l001
MM
l003
l0O4
!W5
fOfJ6
lCI07
5008
l0d9

DENT SIERYICE REQUMEMEPT3`

Parity The Bonds Total
seek Debt Service"'

i $ S =

s., beludes debt service requirements for all outstanding prior Use Boods, Combined Lien Bonds and
8eparue Lim Obligations (other than City Contract Paymeaats).

sa ► Tor pt^pot^
of the Preliminary Officia! Statement' the not effective interest rate on the Bonds isaasumed ta be

as) Represents the sum of debt service requirements for obligations payable directly or Indirectly
from Net Revenues of the Waterworks and Sewer System, Including (a) all City obligations
referred to in footnote one above and (b) the parity Bonds and the 8oncli, which together are
secured by a first lien on and payable from the City Contract Payments.

DESCRIPTION OF T?M DISTRICT

The District, a municipal Utility district created an November 5, 1983 by the Tex" Water
Commission (the "Commissfon'ry, pursuant to Article XYi, Section 59 of the Texas Constitution, operates
ander the provisions of Chapter 54 of the Texas Water Code and other general statutes applicable to
municipal utility districts. The District is empowered to pureAare, oonst:vet, operate and maintain all
rrorta, improvements, facilities and plants necessary for the supply of water; the aolleetion,
transportation and treatment of waatewater. and the control and diversioa 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 other conservation and reclamation
districts. If approved by the voters or the District and the Commission. The District has no present plans
to provide solid waste collection and disposal service or afire department. The District is subject to the
continuing superrision of the Commiasioa.

The District is governed by a ffve-member Board of Directors [li+e -Boarn, elected by qualified
voters of the District to serve for staggered four-year terms. Directors we required to be at least 21
yem old and a resident citizen of Texas. In addttion, directors must either own land subject to taxation
In the District or be a qualified voter within the Distriet» After each election of ditector3, the Board is
aequ4+ed to elect a pess3dent, a vim prexidentt ► a aecnetaey aad any other officers considered neeeaca:y.

:

Snary: saiiject to

...,.
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^,Ue Diatriet't (^'^'atf°°

IIndw Texas law, the City was required to give Its consent to the creation of the District. The
w"icle for this consent is an ordinance paYed by the City, a part of which includes the Creation
Agreement. By paasaEe of an ordinance, the City mnc+oaditionally granted its aorareat to the creation of
the District foe the Tose of Jmuin6 bonds approved by the Ci ty. The Developers (as hereinafter
iefin+ed) have ami of their rlgius and duties Wder the creation Agreement to the District.,
The following is a summary of certain terms and provisions of the Creation Agreement, It Is not a
eomplete desac4PUoa of toch apreemeat and is qualified by reference to the Creation Agreement, "pies
of which may be obtained from the District.

Under the Creation Agreement, the City agrees to provide water and wastewater sa'vfce to all of
the ose- within tier District. The Creation Agreement also provides that the City will not be liable for
the failure to provide water and wastewater service Yarultta6 from conditions beyond the City's control.
In addition, the City has the riot to limit service to the District on the same basis and to the some
=dent that It limits service to other onscomees. The District itself is a crostomer of the City and
receives service on the some basis as other water districts. The District agrees to at rates for its
aad.omext not lower than those rates established by the City for its austamers who reside inside of the
City limits. The District also agrees to collect a aacrharp in addition to its normal rates. The District
soma wider the Creation Agreemeat that it will not = ve aostomees outside its boundaries without
peiae City permissioa.

'ihe Creation Agreement provides that the Developers will rer+e as project manager for the
to beeonstraetion of the facilities constituting the District System.̂^^ f̂acilities

and by the
required cior to

reviewed and approved by the appropriate agencies of
oonsuuction.

The District and the City have agreed to certain land are oontrols including use density
limitations for property located within the boundaries of the District. Prior to development, the land in
the District must be subdivided in accordance with Texas law. The Creation Agreement also contains
certain provisions which limit the right of the City to annex the land within the District and of the
District to annex additional land without the prior approval of the City. The Creation Agreement has a

^aaximnm term of 40 yews.

Location

The District, which contains 997.69 acres of laod, is located in Williamson and Travis Counties
approximately 11 miles north of downtown Austin, Texas ("Austin" or the *City'). Access to the District

Is provided via U.S. Hwy. 183 to McNeil Road (which forms a portion of the District's southern

boundary). Construction currently Is underway on Parmer Lane, which forms the District's eastern

boundary. Upon completion, additional access will be provided by Parmer lam and by FM 620 to its

Intersection with pw-mu. LAnt. According to the completion of Parmer Lane is expected

by Approximately 11.61 acieŝ̂ o the District lie within the city limits of Austin,

the etmainder 7-the District ties within the City's exclusive extraterritorial jurisdiction.

Status of District Develo+omeat

The District is comprised of W an !l00-acxe portion of Hilwood. a 1,600-acre multi-ase project
currently being developed by Milwood Joint Venture II and (ii) the Northwest Crowing, a 154-acre
commercial/ multi-family project currently owned by San Antonio Sa*inp Association. Land use plans
for the District currently are as follows:

Equivalent
Acres omxetions" 1

Single
lti-family 1

569.04
&9.^5 ,. 3=,6^4&Mu

Commercial 1".70 1•N6
Industrial 21.17 $51

Schools 13.70 0

Park/Flood Plain 74,20 0

^^ ---Q ,fi;3Ots of Way

TOTAL ^Z•^ J=

Method of measuring water and wastewater use by various classifications of utility evstomers.

The number of connections per eustomer diffen for each type of customer. Le, single family,
mirltl-family. oommeroial and ind+sttrial.
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Proceeds from the sale of the Dist rict's outstanding bonds, together with oertain aon:eimbo::abie
developer contribrctioat, have been and to fiasnce the construction of certain revonaJ wastewater
systems and to finance water, sanitary sewer and drainage facilities to serve Milwoa Sections 22, 23,
23A, 23B, 24 and 26B (124 acres - 580 equivalent connections). Construction of these facilities, as well
as street paving in these sections, is complete. With the consent of the District, the Developers have
financed the const.n►etioa of water, sanitary sewer and drainate facilities to serve IWwood, Sections 25,
26A, 27A, Z7B, 28-32 t258.38 acres - 1,602 eqoivslent connections). Coost:siction of these facilities is

^oomplete, and paving is complete In all but Sections 31 and 32, tirAeee street paving is presently
being done.

In addition, Utility oonsttvatio® is oo-plate in a portion of the Northwest Crossing Section of the
District. Street paving also is nearing oompletion in this portlon. New homes In the District range in
prim from 3SD,000 to $130,000, and the average new home price is approximately ifl0,000. The status of
single family construction In the District as of Pebevary 1,1l18,9 Is as follows.

t^t
States of Single Family Const:roctiao in the Disteict

_ Homes
Homes

^; Sold ^ 1a^
Homes Under

LOU Unsold Construction

1,724 1,018 75 21

na Skich lots and boom are developed on 558.75 acres of the 589.04 mom ultimately planned for
single family development. Source - Bill ►tilbun, Inc.

ZLe only commercial development currently in the District is a cable television office. A portion
of an elementary school ties within the boundaries of the District. Approximately 578 acres of
developable land within the District is presently mtdeveloped. At full development, the District is
peojected to serve 8,333 equivalent connections.

The assessed valuation of the District as of January 1, 1988 was $107,794,276. The District has
levied a tax rate of $0.85 per $100 assessed raluatSoa for the 1888-89 fiscal year.

District Developers

Joint Venture. The land within the District is being developed for residential, multifamily,
commercial and retail use pursuant to the Hilwood Joint Venture U Agreement (the "Joint Venture
Agreement") between 8111 Milburn, inc. Milburn"), Palmar A,fsociation, Ltd. ("Palmer"), Austin White
Line and A. H. Robinson ID (collectively, the "Developers").

i^2bnr^n Fmsuant to the Joint Venture Agreement, 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 subdevisions, coordinating and obtaining approvals and permits from
oities, counties and other governmental entities and authorities which have authority over the activities
and the properties located inside the District; providing job supervision, inspection and quality control
with respect to the development of the property in the District; conduc ting sales and/or lease programs
relating to tracts or sites snd the property located inside the District; and supervising the Management
ot the development of the properties generally.

ldiiboro has operated in the City since 1961 and is the City's largest bomebuilder with
approximately 3016 of the new home market. When sales of new homes reached a peak of 5,891 in 1986,
Niiburn achieved record sales of approximately 1,500. However, with the downturn in the City's
economy along with the rest of the State of Tom over the past three years, and the advent Impact
thereof on the real estate market, new home sales to City, Including sales by Milbue^3, have decreased by
more than two-thirds from their peak levels. As a result, several home builders have been forced Into
Arrilevptcy. In addition to the difficulties lsllbura shares with all home builders in the City, Hilburn is
Involved as a defendant In seversl lawsuits filed by former partners lenders, homeowner groups and
Individuals with employment complaints, constiwtion problems and Aer miscellaneous natters. Such
difficulties may adversely affect liilbuni's ability to perform Its obligations wider the Joint Venture
Agreement. Howe+er, neither the District nor the City can predict the effect thereof on future Net
=eveoues of the Wate:woda and Sewer System and the City's ability make the City Contract Payments.

atnur. Palmer Is a gmited partnership consisting of various members of the Robinson family
which own the land within the District. General partners of Palmer are A. H. Itobinson ID and J. Q.

_u-
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tobirnm Y11bRUSi he the managing venture partner howeverthee we certain docisions. : such as
flowmtog and land piaminj which require joint approval of both Venture partners.

Sflldaf.ARY OF SES.ELTED P7tOYl901QS OF THE BOND DOMIENTS

The following is a summary of selected provisions of the Hoods Daeamesits. This summary does
mot ppepoct to be *complete recitation of the Bond Documents to which reference is hereby made for a
Mall and complete statement of the provislooc contained therein.

ZItoecemaet Of RieSts Is Gaae Of odaalt

The Trustee Is irrevocably appointed the special agent and representative of the owners of the
Bonds and the Parity Bonds and vested with full power an their behalf to effect and enforce the Contract
on behalf of the Dist:ict and the Bond Documents for their benefit as provided in the Bond Documents;
W anything contained in the Trust Indenture to the contrary notwithstanding, the owners of a majority
to aggregate principal amount of the Bonds and the Parity Bonds then outstanding have the tight from
time to time to direct and control the Trustee In connection with the enforcement of any of the
provisions of the Contract, the Bond Doeaumeats, and any other proceedings taken by virtue of any
previsions of the aforesaid iastivmeats, including the riot to bave withdrawn and discontinued at any
stage thereof any proceedings takes under the Trost Indenture by the Twtee, provided that the event of
default upon which such proceedings were based and all other events of default hereunder shall have been
remedied and made ;ood. Anything contained in the Trust Indenture to the contrary notwithstanding,
each owner of any Bond or Parity Bond *Ail have a right of action to enforce the payment of all amounts
due with respect to any Bond or Parity Bond owned by bin when or after the same shall have become
due. at the piece. from the aoatwes, and in the manner expressed in the Contact or the Bond Documents.

Except as otherwise provided in the Trust lodenture. the rights of action with mpect to the Trost
]odeotuee shall be exercised by the Trustee and no owner of any $ond or Parity Bond shall have any right
to institute any suit, action or proceeding at law or equity for the appointment of a rooeiver or for any
other remedy thereunder or by reason hereof unless and until In addition to the fulfillment of all other
conditions precedent specified in the Trust tare, the Trustee shall have ti? received the written
request of the owners of not less than 25% in aggregate principal amount of the Bonds and Parity Bonds
then outstarkling, and tiiJ been offered Indemnity satisfactory to it and shall have refused, or for SO days
thereafter negIeeted, to Institute such snit, action, or proceeding;, and It Is declared that the making of
such request and the fu:ais3ai:K of, such indemnity are in each case condition: 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
cause of action for the appointment of a teoeiver or for any other remedy; but the Trustee may, in Its
diseretion, or when duly requested in writiq 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 against expenses, charges and liability shall, forthwith take such appropriate action by tudicial
p and otherwise to enforce the covenants of the City and the District at the Trustee may
iexpedient In the Interest of the owners of the Bonds and Parity 6onds.

tn addition to all of the dgl+ts and remedies provided by the laws of the State of Texas, the
District further covenants and agrees that In the ems of a default in the payment of any City Contract
Payment or in the performance of any agreement or covenant contained in the Bonds, the Parity Bonds,
the Contract or the Bond Documents, such payment and performance may be enforced by the Trustee by
tnandsmus, specific ormance, or by the appointment of a receiver (In equity with power to charge
and collect the City Contract Payments) to accordance with the Contract and the Bond Docameats.

No remedy conferred upon or resenva to the Trustee Is Intended to be exclusive of any other
available remedy or remedies, but each and every such remedy shall be cumulative and shall be in
addition to every other remedy given under the Bond Docaments, the Contract, the Bonds or the Parity
Son3s, or now and hereafter existing at law or in equity or by statute. No delay or omission in the
exercise of any right or power given to the Trustee upon the happening of an event of default continuing
as aforesaid shall Impair any such right or power or shall be construed to, be a waiver of any such event
of default or acquiescence therein, and every such right and power may be exercised from time to time
sind so often as may be deemed expedient.

The Trustee may, and upon the written request of the owners of a majority In aggregate principal
amount of the Bonds and Parity Bonds then outstanding shall, waive any event of default under the Trust
Indenture and its consequences, except that an event of default in the psyment of City .Contesct
Payments, or it the payment of any amounts with respect to the Bonds when and as the same shall
become due and payable, may be waived only if the event of default therein shall have been remedied
and made good. In case of any such waiver. the District, the City, the Trustee and the owners of the
Bonds and Parity Bonds shall be restored to their former position and rights, but such waiver shall not
sxtead to any subsequent or other event of default or Impair any tot consequent thereon.

*&&s.
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b the e•m! the Trustee ahati receive oaoftic2inC or Inconsistent teqoestc and Indemnity from two
or more groups of owners of Bonds and Parity Bonds, each representing less than a majority of the
aggregate principal amount of 9oodc and Parity Bonds then oatstandirn`, the Trustee in Its sale discretion
^^^^^ what ^a4 If any. a^ be tal^ea, aotwitastt^odiog any other provisions of the Trust

•i! money oolketod by the Trustee pursuant to the eaceiae of the remedies and powea provided
In the Trust lodentnce, together with all other atms which then may be held by the Truttee under any
provision of the Trust lodenture r security for the Bads and Parity Bonda, shall be applied as followa:

ii''Lst: to the payment of the emu cod eq or 0- of the proceedings M tsereanler ouch
•adey was collected. inaiudie[ a teaaonabte "m on to the Trustee, Its agents, attorneys,
and all other
iYm tee under the Trust ludeot̂c^e and to the

^^tie: and advances Incurred or mode by the

to the Ltao of WE Trast tadaatace,lf aay.
payment of all taxes, taaaaamaats, and !kn superior

iooau!!: to the payment at mataaed iataeoat on tbe Booda aad Paeity tlonda.

'1.lirnl: to the payment of principal of and redemption Premium, if any, an the Bonds and
Parity Bonds which have been coiled for redemption as permitted or required by the good
Documents or have matured as provided thereby.

Fomth: to the payment of the Surplus. It any. to whomsoever may be lawfully entitled to
receive the same, ae as a court of competent Wadiction may dieect

If in making distribution pursuant to the order above atated, the amount available for distribution in a -
particular classification dull be lasafficieat to pay In tall an of the items in such classification, the
amount avaiLDle for distribution to Items in such elsastficatioo shall be prorated among such Items in
the proportion that the amount each item bears to the total of all such item&

b any judicial proceeding in which the District is a party and which, in the opinion of the Trustee
*ad its counsel, has a substantial bearing an the interests of the owners of the Bonds and Parity Bonds,
the Trustee, if permitted by the court havieK )urisdictJoa over such proceeding, may, in its discretion, or
upon the written request of the owners of at least 25% in aUMpte principal amount of the Bonds and
Parity Bonds then outstanding, and upon being indemnified to the satisfaction of the Trustee, aAall,
mternne on behalf of the owners of the Hoods sod Parity Bonds to astert the rights of such owners.

Ali r%hts of action or other rights under the Trust Indenture or otherwise may be brought by the
Trustee in its own name as Trustee of an ex, - 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 trial or other
proceedings relative thereto.

and Parity expressly^Bo
provided that the ownets of a majority in aggregate principal amount of the Bonds

y then outstarndiag, or a committee repeesenting, pursuant to a written appointment filed
with the Trustee, the owners of a majority in aggregate principal amount of the Bonds and Parity Bonds
then outstanding, shall have the right, at any time, by an instrument or Instruments in writing executed
and delivered to the Trustee, to direct the method and place of conducting all proceedings to be taken in
connection with the enforcement of the Trustee'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, end 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
provisions of law and of the Trust tadenture, and provided that the Trustee shall be Indemnified to its
Mtiafaction.

endments to Bond

The Trust Indenture, the Bond Order and the Bond Resolution may be amended by the District
with the consent of the City (and of the Trustee for amendments to tbe'Trust fndentore), for the purpose
of amending the Distriet'a Pro Rata Sham. curing any ambiguity or correcting or supplementing any
Wective or inconsistent provision or making any other change that does not in any respect materially
and adversely affect the interest of the owners of the Bonds. Parity Bonds or Additional Bonds. The
holders of the bows, the Pad and any Addi tional Bond aureiating at least 51% In aggregate
principal amount at te cow a^M

r
Bonds, Ne Parlty Bands and aety Additional Bonds afe requwred to

approve any other amendment to Trust Indenture. the Bond Order or the Bond jtesalution. However,
without the consent of the owner of each outstanding Bond, Parity Bond and Additional Bond affected
tlrereby, the terms and conditions of the Bonda, the Parity Bonds, the Additiant Booda, the Bond Order.
the Bond Resolution or the Trust Indenture may not be amended ao as to.
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'(v Change the Debt Service Fund requirements, Reserve Fund eeqnirementa, Interest
payment dates or the maturity or maturities of the outstanding Bonds, Putty Bonds or Additional
sonds;

m) ltsdaoe the rate of Interest boc^e by say of the oadstacding boe&6 Parity Bands
or Additional Boads;

(c) Reduce the amount of the principal of, premium, If any, or Interest payable on the
outstanding Doods, Parity Bonds or Additional Boods,, oa Impose any condition with respect to
payments;

(RD Modify the terms of payment of principal of, premium, It any, or interest on the
outstanding Rands, Parity Bonds or Additional Bands, or Impose any conditions with respect to

"Meow

(a) Affezt the dots of the owners of Las than all of the 8oads, Putty Boads or
Additional Bonds then outstanding;

Kf Demean the mint-um peromtage of the principal amomot of Bmds. Putty Bonds
or Additfonal Bands aocasary for cement to such amendment; or

(g) Altar the obligation of the City to pay the City Contract Payments In the manner
and to the attesu, provided in the Contract, the Band Order, the Bond Resolution and the Trust --j

bsdeatru'e.

Dstrict Tax Levy for Pro Rats, are of Debt Se:viee

Under the Contract, the District has agreed to make certain payments to the City in
twosideration of the City's reserving adequate distribution capacity for the District in certain facilities
of the Waterworks and Sewer System financed with Bonds, Parity Bonds or Additional Bonds. Such

yments will be in amounts oonstitutirK the District's share, based on Its share of such capacity (the
^istrict's Pro Rata Sam"), of debt service on the Bonds and the Parity Bonds. On or before September
30 in each year or as soon after that time as practicable, the Board of Directors of the District (the
'Board') will coasider the taxable property in the District and determine the actusl rate of the bond t.ax
and/or the maintenance tax per $100 valuation of taxable property which is to be levied in that year and
1e+y the bond tax ard/or the maintenance tax against all taxable property in the District. The Board will
perform the function in the following manner or as may be otherwise authorized or prescribed by law.

-vItdit for anyAnnual Budeei. Prior to determining the bond tax and/or maintenance tax to
the estimatedealen^Lr year, the Board shall adopt an annual budget for

expenditures and disbursements of the District's receipts, revenues and funds, the estimated receipts,
revenues and funds and the sources thereof, and the District's Pro Rats. Share of debt service for the
succeeding fiscal year. The budget shall be developed in accordance with generally accepted accounting
procedures, and shall contain such budgetary items and provisions, as may be reasonably necessary to
reflect adequately the operatjom and activities of the District for the annual period covered by the
budget- The Board shall not determine the bond tax and/or maintenance tax to be levied for any
calendar year until the Board has approved an annual budget for the expenditure and disbursement of the
seceipts, revenues and funds of the District. Immediately upon adoption of its annual budget, the
District shall deliver to the city a copy thereof and a report of the District establishing the District's
Available Revenue for the succeeding Meal year.

Establishment of District interest and Fund and Lew of Bond T A special fund or

t
a,rattd as orth Austin

un
Municipal Utility District No. Interest and 3h" Fund (the

"Interest ^ and Sinking Fund") is created der the Bond Documents and required to be maintained by the
District at its official depository and bank The Interest and Sinking Fund shall be kept separate and
*part from all other funds and accounts of the District, and shall be used only for paying the District's
Pro Rata Share of debt service on the bonds and Parity Bonds, In accordance with the Contract.
payment of such amounts shall be made directly to the Ctty, as provided in the Contract. All taxes
Levied and collected for and on amount of the Bonds and Parity Bonds shall be deposited, as collected, to
the credit of the interest and Sinking Fund. During each year while! any of the Bonds or Parity Bonds are
outstanding and unpaid, the District tl" compute and ascertain the rate and amount of ad valorem tax.
based on the latest approved tax rolls of the Distriet, with full allowances being made for tax
delinquencies and costs of tax oollections, 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 debt service on the Bonds and
Putty Bonds. Such rate and amount of ad oalorem^^ ordered to levied and Is levied wider the
bond Documents without limit as to rate or amount all taxable in the District for each
yew wftile my of the Bonds or Parity Bonds are outstanding and unpaid, and such ad va2orem tax shall be
seseirGd and collected each year and deposited to the credit of the aforesaid Interest and Sinking Fund.
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to be paid by tAs District to the City as described above an sat pird^ed to,
aoodrFt7 for. the wptaaot of the B.

Tax

The Distrkt os"aants not to take any action or refrain from taid% any action width Would
adversely affect the treatment of the Bonds as obligations described in Section 1Q3 of the Internal
teverme code of 1986, as amended (the "Code"), the iotenst an which is not includable In the "Pross
ioomme" of the bolder for pnepwes of federal income tasat3oa The District eeooQotses that Section 148
d the Code Imposes oertain restnc;ttons sod duties an It with respeet to the see and Investment of the
proceeds of the Bonds and the Investment Income thereon and with respect to the potential payment of
Mctaia semi at periodic Intervals to the United States. The Diu^iet fortber recognizes that regulations
Implementing the requirements of said Section 148 are ooatemptated and are expected to be promulgated
at a ftrtmre dttt The District covenants to amply with each section and such eir^tions as may be
applicable onlet^ the District receives an opiatoo of nationally recognised bond oooarei that the District
is exempt or es^d from oompilaaoe with that pevWon of the Code or aty of the regulations
p'omtLPt,ed t6aceaader.

The Trust 108entm provides that the Trustee will be compensated from the Debt Service Fond
lend that the Trustee's expenses, advances and counsel fees will be paid from the same fund. The
Trustee's responsibility Is limited. and the Trustee will act be liable for action taken in good faith and
will not be required to expend its own funds or take any action that would conflict with any rule of law
or the terms of the Trust indenture. The Ttmtt'lo3eoturr also provides that the Trustee may own Bonds,
to which can it will have the same rights as If it wore not Trustee. In addition, the Trust Indenture also
makes provision for the npsilnatioo or removal of a Trustee and the appointment of a Suooeaeor Trustee.

TAX EKEiK'PTION

In the opinion of Brown Karooey & Oaks i{artyne, bond Counsel, CI) interest on the Bonds is
eceludabie from t ross income for federal income tax purpaaes mder existing law and (ii) interest an the
Bonds will not be object to the alternative minimum tax so Individuals and corporations, except as
described below in the discussion regarding the book-income (cutsent-earniqp) item for ootporations.

The Internal Revenue Code of 1986, ss amended tthe "Code'?. Imposes a amber of requirements
that must be satisfied for Interest on state or lacal obligations, such as the Bonds, to be excludible from
gross income for federal income tax purposes. These requirements include limitations on the at of bond
proceeds and the source of repayment of bonds, limitations an the investment of bond proceeds prior to
expenditure, and a requirement that the District file an information report with the Internal Revenue
Service. The District has covenanted in the Bond Resolution that it will comply with these requirements

Bond Counsel's opinion will assume eontinoing compliance with the covenants of the Bond
Resolution and the Bond Order pertaining to those sections of the Code which affect the exclusion from
gross income of interest on the Bonds for federal Income tax purposes, and, in addition, will rely on
representations by the District with respect to matters solely within the knowledge of the District,
which Bond Counsel has not Independently verified. It the District should fail to comply with the
covenants In the Bond Resolution or the Bond Order or If the foregoing representations should be
inaccurate or incomplete, Interest on the Bonds could become taxable from the date of delivery of the
Sonds, regardless of the date on which the event causing such taxability oooors.

of a The Code 20% alternative minimum tax an the "alt,etnative minimum taxable income"
oorpora any S corporation, reiulated Investment company, RER or REK1C), if the

amount of such alternative minimum tax ispmatet than the amount of the corporation's reCular income
tax The 'Superfund Revenue Act of 1986" also Imposes an additional .12% 'environmental tsx" on the
alternative minimum taxable income of a ooeporation in excess of S2,000,000. Generally, for taxable
years

amount
^9^ and 1^^^ soorpoc^ation's a]t.e.rnative minimum taxable income Includes 50',(. of

^sinimum ta^a^ble incom!"^(ektermk
%djustedwittwut net book Income exceeds the corporation's "alternative

regard to such portion of *adjusted net book income').
For later taxable yeaes, a oorpoestion's alternative minimum taxable income will Include 76% of the
amount by which the corporation's "adjusted current " Woods the corporation's `alternative
minimum taxable Income" fdetcrminad without regard

earnings"
of "adjusted aunent.eatvsin`s").

Because Interest on tax-exempt obligations, arch as the Bonds, is Included In t ooeporation's "adjusted
net book lneome" and "adjusted current earnings," ownenldp of the Bonds oordd be object to alternative
milntmum tax consequences.

Although interest with cespect to the Bonds is excludable from gross income, receipt or accrual of
arch Interest may otherwise affect the tax liability of the owner of a llond. The tax effect of receipt or
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iooeoal at such IstereR will depwdWoo the status of the ewoer of the Bond and such voter's other

items of loeome or deduction. Bond Counsel will cupras no opinion with teispect to such effects.

ipscifi
Ofect

ailty addressed heee
the

in.Pels:pective Investors
bonds have ^ particular tax situations and other

with
act the

NI9GATi0N

no DBRidct is Wt a}aety to any litigation or ether prooeedin4 prodiat. or to Its 101owied6e,
S^'aLtLafld in any oo1QS, agency or other administrative body (e1t^fll ltate Or (edelll) 1fhich, If de0ider'1
adversely to the District, would eestraln or aetiola the imsanoe on delivery of the Boods or would have a
sruLeria! adverse effect on the provisions made for their payment or security or in any maaoer question

the ralidity of the Bonds. As the date of delivery of the Bonds to the IInder+rritas, the District will
vacate aad deliver to the Underwriters a certificate to the effect that no Utitatioo of^ m^s oc
been filed, or is teoding. on of

^adate, tor their p^,yment or security or

d
aqy
eli^ ^^ the

Which would affect the peovlsi^aer4
"544 of the sonas.

The District is from time to time Involved In earlotn legal prooeedlap r̂elating to^
of

wed other =atters. At the prere^at time, ro such 10911 prooeedtrKs Pleading
the District, threatened the sratt at which would have a material Woes effect an the flasomols.1

eonditlan of the District.

IZGAL aiYES'T![F.liTS AI TEXAS

''Srtctioo 54.515, Chapter 54, Texas Water Code, ts amet+ded, provides thst the
loan aso ociationssvSt>d

W* 10431 and
s and loan

wMarised Investments for banks, etvst companies, building
rrrociatioas, iosuesaroe companies, fiduciaries and trustees, and f

and
or the other political corporations or

rubdivisfona 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,

viU,ates, counties, school districts or other political corporations or subdivisions of the State of Texas;

and the bonds are lawful and sufficient security for such deposits to the extent of their market value.

The District W made no investigation of other laws, tdes, regulations ae Investment esiteria

which might apply to any such institutions or entities or which miot otherwise limit the suitability of

the Bonds for any of the foregoing purposes or limit the authority of such institutions or entities to

pu:ehaie or invest in the Bonds for such purposes. Conse9uently, the District makes no representation

that the Sonds will be acceptable to public entitles to secure their deposits or acceptable to such

fost3tutsons for Investment purposm

I,EGA.I. ISAZTERS

Legal matters Incident to the aothorizatloe, tysuance and sale of the Bonds are subyect to the
smqualified approval of the Attorney General of the State of Texas and of Brown 1Raroney & Oaks
Hartline, Bond Gounsel, whose approving opinion will be printed on the Bonds in substantially the form
attached hereto as VV DBond Counsel was not requested to participate, and did not take part, in

the preparation of cial Statement except as hereinafter noted, and such firm has not assumed
any responsibility with respect thereto or undertaken Independently to stmi(y any of the information
contained herein, except that, In its capacity as Bond Cow &L much firm has reviewed the information
under the captions "Plan of Financing,* "Description of the Bonds," "Security for the Bonds," "Summary
of Selected Provisions of the Bond Documents," 01e4gat Investments in Texas," "Leg.al Matters" and "Tax
ncemptioa," and such firm is of the opinion that the information contained wider such captions 1s a fair
and accurate 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 Issuance and delivery of the Bonds.

Certain
will ppassed upon for the

Q^
sdetr+^ters^by^He t^a Boyi Brooks & tr^Dr^anstl.e d,f^ion^al

Corporation.

YE,RIF7G►T1ON OF )LITrTFylAT7CAL COMPUTATIONS

issuance of the Bonds will be .ublecx to delivery by -oflia&pendent certified public aecotmtant:, of a:epoR of the mathematical accuracy certain

^ pomputatlons relating to (a) the adequacy of the maturing principal amounts of the Government
Obligations held in the Escrow Fwd. interest earned thereon and certain other money to pa,y, when aue,
the principal of and interest on the Refunded Bondi and 06) the oomputatlons of &ctuarial yields relied on

byecti
bond

on 19(1 the support
Its

î Code of 1986, as arae:dod.
^" bonds wider Section 148 and

il
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RATWGS

On the date of ioitial delivery of the Bonds, the Bonds are eapected to be rated "Aaa" b9ldoody's
kmastaer 5tl.ive and "AAA" by Standard & Poor'i Corporation an the basis of the municipal bond
guaranty iowranoe policy i.aued. by with respect to the Bonds. An explanation
of the significance of such ratings may be obtained from the rating agency furnishing the rating. Such
ratings reflect only the eerpec.^ti.e vlews of such rating qeacks, and the District makes no
eeprepesrtatioa as to the appropriateness of such ratings. ?bare is no amwanoe that such ratings will
soetinae for an gi+ea period of time or that they will not be rerieed downward or withdrawn entirely by
either or both of wcA rating qenciea, If in the lodgment of either or both such agencies. circumstances
so warrant. Any such downward revision or withdrawal of either mob rating may have an adverse effect
an the market price of the BOWL

tUfDERWRmNG

The Underwriters base jointly and severally agreed, aob }eet to asetain mostomary eonditioos to
oeH+ery, to Purchase the Hoods from the District at an aure.pte sWeirrriticK discount of
= from the initial public offeting peioea of the 8ords aet forth on the oo+er page of this
CKQ-'01rmeat. The Underwriters will be obligated to purchase all of the Bonds if any 8oa& are
purchased. The Bonds may be offered and sold to oeeta#n dealers and others at Prices lower than such
public offering pioes, and such public prices, may be aLanCed. from time to time, by the Undervreiterz.

IFINA19CIAL ADVISOR

The Official Statement was compiled and edited under the stpa+idon of Lovett Mitchell WeDb &
Garrison. Inc. tthe "F'inaneial Advisor'). The fee to be paid to the financial Advisor for services
rendered in ooonacl3on with the sale of the Bonds Is contingent upon the lenience and delivery of the
Bonds.

L#j W.4:4:41

The financial data and other information contained herein have been obtained from the records,
financial statements and other sources of the District and the City end 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 and documents contained in this Official Statement are made subject to
all of the provisions of such statutes, and documents. The summaries do not 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,
North Austin Municipal Utility District No. 1
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THE STATE OF TEXAS §

COUNTY OF TRAVIS §

I, 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-E , consisting of 52._ page(s),

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

1st day of June 1989 , as on file in the

City Clerk's Office this 14th day of June

BEFTY , BRDWN
UEPUTY CITY CLERK, CITY OF AUSTIN, TEXAS

P-NA01960

234


	page 1
	page 2
	page 3
	page 4
	page 5
	page 6
	page 7
	page 8
	page 9
	page 10
	page 11
	page 12
	page 13
	page 14
	page 15
	page 16
	page 17
	page 18
	page 19
	page 20
	page 21
	page 22
	page 23
	page 24
	page 25
	page 26
	page 27
	page 28
	page 29
	page 30
	page 31
	page 32
	page 33
	page 34
	page 35
	page 36

