Management's Discussion and Analysis

The City of Celina presents the City’s financial statements. This overview is an analysis of the
financial activities of the City for the fiscal year ended September 30, 2015, This discussion
should be read in conjunction with the financial statements and related notes.  Comparative data
is also presented for government-wide and fund financial statements at the end of this section,

FINANCIAL HIGHLIGHTS:

» Government-wide net position reported in the Statement of Net Position is $33,390.135.
Of this amount $24.944,012 is invested in capital assets or restricted for debt service and
capital projects, and the balance of $8,446,123 is available as unrestricted net position.

s Government-wide net position increased by 56,592,763 during 2015.

e Each of the City’s fund financial statements reported changes in equity as follows:

General Fund — $1,547,869 increase

Water & Sewer Fund - $2.923 281 increase
Dobt Service Fund - $104,705 increase
Capital Projects Fund - S3.858,602 decrease

USING THIS ANNUAL REPORT:

This annual report consists of a series of financial statements. The government-wide financial
statements include the Statement of Net Position and the Statement of Activitics. These provide
information about the activities of the City as a whole and present a long-tcrm view of the City's
financial condition. They refleet the flow of total economic resources in a manner similar to the
financial reports of a business enterprise,

The fund financial statements report the City's operations in more detail than the government-
wide statements by providing information about the City’s most significant funds. Governmental
fund statements tell how services were financed in the short-term, as well as what resources
remain for future spending. Governmental funds reflect the fow of current financial resowrces.
Proprictary fund statements offer short and long -tcrm financial information about the activities
the government operales like businesses, such as the water and sewer system. The statements are
followed by a section of required supplementary information that further explains and supports
the information in the financial statements,

The notes to the financial statements provide narrutive explanations or additional data needed for
full disclosures for the government-wide statements and the fund financial statements.
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REPORTING THE CITY AS A WHOLE-GOVERNMENT-WIDE _FINANCIAL
STATEMENTS:

The Statement of Net Position and the Statement of Activities

Government-wide financial statements provide un analysis of the City's overall financial
condition and operations. The primary objeclive of these statements is to show whether the
City’s financial condition has improved or deteriorated as a result of the year’s activities.

The Statement of Net Position includes all the City’s assets and liabilities while the Statement of
Activities includes all the revenue and expenses generated by the City's operations during the
year, Government-wide statements utilize the accrual hasis of accounting, which is the same
method used by most private sector companices.

All of the current year’s revenue and expenses are taken into account regardless of when cash is
received or paid. The City's revenue is divided into the following categories: 1) charges for
services, 2) operating grants and contributions, 3} capital grants and contributions and 4) general
revenues not associated with any specific program function. All of the City’s assets arc reported
whether they serve the current year or future years. Liabilities are also reported regardless of
whether they must be paid in the current or future years,

These two statements report the City’s net position and the changes in it. The City's net position
(the difference between assets and liabilities) provides one measure of the City’s financial health
or financial position. Over time, increases or decreases in the City’s net position are one
indicator of whether its financial health is improving or deteriorating. To fully asscss the overall
health of the City, you should consider non-financial factors as well, such as changes in the
City’s request for services from citizens and the condition of the City's facilities.

In the Statement of Net Position and the Statement of Activities, the City has two kinds of
activities:

Governmental  Activities — Most of the City's services are reported here, including,
administration, judicial, fire and emergency services, public works, police, parks and recreation,
infrastructurc and the main street project. Property taxes and state and federal prants finance
most ol these activities,

Business-type Activitics — The City charges fees to customers to help it cover the cost of certain

services it provides. The City’s water and sewer system operations and sanitation scrvices are
reported here,
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REPORTING THE CITY’S MOST SIGNIFICANT FUNDS:

Fund Financial Statements

The fund financial statements provide detailed information about the most significant funds. The
City's administration establishes funds to help it contrel and manage money for particular
purposes. The City’s two kinds of funds — governmental funds and propriclary funds use
different accounting approaches,

Governmental Funds - The City reports most of its basic services in governmental funds.
Governmental funds use the modified accrnal basis of accounting (a method that measures the
receipt and disbursement of cash and other financial assets that can be readily converted to cash)
and they report balances that are availuble for future spending. Governmental fund statements
provide a detailed short-term view of the City's general operations and the basic services it
provides. We describe the accounting differences between governmental activitics (reported in
the Statement of Net Position and the Statement of Activities) and governmental funds in
reconciliation schedules found at the bottom of cach of the governmental fund financial

statements.

Proprietary Funds — The Proprictary/Enterprise fund is used to account for operations that are
financed in a manner similar to private business enterprises where the costs (expenses, including
depreciation) of providing water and sewer services to the general public on a continuing basis
are financed through user charges.

GOVERNMENT-WIDE FINANCIAL ANALYSIS:

Net position scrves as one useful indicator of a government’s financial position. In the case of
the City, the combined net position exceeded liabilitics by $33.390,1335 and $26.797,372 at the
close of FY 2015 and FY 2014, respectively.

FINANCIAL ANALYSIS OF THIE GOVERNMENT-WIDE STATEMENTS:

The combined nel position of the City’s activities increased from $26,797.372 10 $33,390,135 or
$6,592.763 during 2015. Unresiricted net position — the part of net position that can be used to
finance day-to-day operations without constraints established by debt covenants, enabling
legislation, or other legal requirements was $8,446,123.

FINANCIAL ANALYSIS OF THE CITY'S FUNDS:

As the City completed the year, its governmental funds S12.273,765 and proprietary fund
$13.695,800 reported combined fund balance and net position of $25,969,565 a $796.363
increasc from last year. Water and sewer operations also provided $2,923,281 of the increase.
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CAPITAL ASSET AND DEBT ADMINISTRATION:

Capital Assets — the City's investment in capital assets reported in governmental activities and
business-type activities was $26,191,788 and $19,731,271, respectively. This investment in
capital assets includes land, buildings and improvements, equipment and vehicles. The change in
the City's net investment in capital assets for the current fiscal year was $4,579,594 and
$2.827.592 in each of the respective activitics.  Additional information on capital asset activity
can be found in note S to the financial statements,

Long-term Debt  at year-cnd the City had $29,899,406 in bonds and capital leases outstanding -
an increase of $882.179. Additional information on long-term liabilities can be found in note 6
to the financial statements.

BUDGETARY HIGHLIGHTS & ECONOMIC FACTORS:

Our employees at the City of Celina constantly strive o price solutions for the needs of our
community. As a connection between our ¢itizens and the City Council, our City staff interacts
with the community to develop a vision for growth, set goals for the use of revenues, and to
foster innovative change within the community.

As a City. we have governmental responsibility for that which is tangible and measurable-stecl.
asphalt, water and concrefe. And, also for “community,” the intangible “quality of life”
initiatives — public safety, programs offered through our parks and recreational leagues, our
library. the festivals and annual cvents such as Cajun Fest. Balloon Fest, Splash & Blast, Other
community cvents such as Farmers Markets, Movie Nighis, and Trick or Treat on the Square are
Erowing every year.

Our city infrastructurc programs along with our community programs are all *building Celina.”
With proper planning and execution of both, people will not only come to Celina, they will stay,
We just completed a Citizen Survey to identify citizens® priorities for the Council's annual
budget retreat at the end of July. In one way, the survey is a report card (with 93% reporting
satisfaction with Celina’s Quality of Life and 98% fecling sale here), in another. a guide to
ensure our focus is on citizen priorities. This survey will aid us in preparing for the future of
Celina, The survey results will provide guidance for us on what type of special event the
community seeks, what park amenities they want and which additional services are essential. We
will learn why citizens came to Celina and why they chose to stay here. This valuable
information will add a community perspective to our process and enable the Council in setting
the budget to deliver and plan for citizen identified priorities.

One goal for every year is to continue to increase sales tax receipts by providing more
opportunities for our citizens and visitors to shop locally, Since 2011, shopping opportunities in
Celina have increased and so have our sales ax receipts. In 2015, revenues are up by nearly
20%. Sales tax receipts spread the burden of governmental responsibility (Fire, Police, street
construction and repairs, water, sewer and parks) amongst all who use the services. The opening
of the new Fire Station in early August, the completion of street repairs on Sunset and Utah in
late August, and Ash Street in October, are examples of projects funded by our tax dollars.
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Economic Development success can be achieved by creating attractive and competitive business
environments where businesses choose our community over others. Celina is an emerging
economy with single family homes being built in every arca of our community. Additions in
Light Farms. Carter Ranch and Heritage will be joined by development in Parkside, Lakes of
Mustang Ranch, Creeks of Legacy, and Wellspring. New water and waste-water infrastructure
slated lor construction beginning in October through mid-2016 will open the Southeast sector of
our City for additional development including planned communities which will provide new
options for residential, retail and service sector business development. The recent purchase of
additional land ar Wilson Creek Park and the future construction of a walking/hiking trail linking
Old Celina Park and Wilson Creek Park will begin our intermodal initiative for Celina and
enhance connectivity across our City.

An effective economic development equation includes partnering with our community 1o create a
destination that people will treasure. Great schools, special events, and collaborative approach to
reeruiting and retaining our business citizens will guide our journey. We also want to include
residents in the design of where and how our community grows. Many of our best ideas come
from brainstorming sessions with residents, Every day they sce things that can be improved and
have ideas on how it can be done. The continued gathering of information. from the survey, from
resident communications to clected leaders and to stafl, provides the feedback to help us to
cvaluate and assess our performance,

Our goals include creating positive business environments that facilitate sustainable growth
through greal customer service delivery, strategic design and location for our infrastructure
investments and the management of our future through advanced planning. While our employecs
continue to deliver excellent customer service. we abways look to the citizens of Celina to Jearn
more from them about our communily needs so we can constantly strive for performance
standards and mweet or exceed their expectations.

The City of Celina has increased its use of social media to help in collaborating with citizens on
issues that concern them. We will continue using social media to network. organize and reach
out 10 our customers on changes to our systems, special events, volunteer opportunities and
happenings in Celina, We continue 1o create avenues for citizens 1o obtain data via our website.
We encourage citizens to use the data to improve their knowledge of how local government
operaies,

Public infrastructure and public safety remained a priority during fiscal year 2014-2015 and will
remain @ priority in the 2015-2016 fiscal year. Several projects will be started and completed
next year that will fulfill promises to our citizens. The Ash Strect road construction project
finished in fiscal year 2015 which provides a long nceded improvement to a road that is
paramount in the conncction between Preston Road and Business 289, It also included the
redesign and construction of a bridge that aids in the olleviation of flooding to the surrounding
neighborhood. The reconstruction of Sunset Boulevard near Celina Elementary school will be
completed before the end of 2016.

H

1404

Celina Response to Staff 3-7



The construction of new fire station was completed in fiscal year 2015 and we relocated our
existing fire station to a morc viable location on Preston Road. Celina citizens have awaited this
construction for many years. The new design includes three bays to accommodate all of the fire
department vehicles currently used to provide public safety.

We added two new building inspectors to aid in the revicw of building plans and the inspection
of new homes. When council approved this measure it provided a new level of customer service
not only to our current residents, but also to our new builders, developers and the citizens of the
future.

Each of our cmployees provides a uniqueness to our tcam. We began bridging the gap between
technology and access to government by using the special talents of our employees. Our citizens
and our employees have an expectation for our organization 10 be absolutely transparent. Now
you can find all of our financial information online with just the click of a button. The City of
Celina earned the Gold Award from the Texas Comptroller’s office for Transparency in
Financial Management. We also continued to renovate our website to make it casier for our
cmployees to provide accessible information for our citizens.

The City provided three new vehicles for our Police Department to aid them in their goal of
preventing crime and providing support to our citizens in their time of need. By anticipating the
rate of growth for the City, for our next budget cycle, we have asked and council approved three
more fire personnel as well as four new police officers. Once again this shows council’s
continued support for our community's public safety needs.

The Police Department’s Criminal Investigation division has been using an innovative case
management system that facilitated the effective and efficient investigation of offenses, casc
processing. and case presentation to the District Attorney’s Office. New policies affecting
property forfeiture has been working for a year now. A property and evidence management
systerm was created o provide effective, efficient, and code compliant operation of the propenty
and evidence room.

The Fire Department’s hazard mitigation plan is in place. They continued o0 develop the Texas
Best Praclices program to improve our service delivery processes. The Fire Department installed
the City’s first all-hazard alert warning siren at Old Cclina Park for immediste warmning
applications during special events.

QOur Parks department continued to expand our programs. They continued to provide bascball,
basketball, flag football, girls’ softball, 7-on-7 football, soccer and adult softball tournaments to
our citizens as well as to many visitors of our community.

As development comes to Celina, our Plamning and Development staff has been working hard to
educate our development community on the International Code Council’s 2012 Building & Firc
Cades. Celina also adopted the city’s first hotel/motcl tax, Many projects were completed this
vear including the rezoning of three different tracts and adding three annexed tracts into one
Master Planned Community PD (Creeks of Legacy). The Preston Road Overlay design
requirements were also updated. And the staft aided in the design and completion of two
commercial projects, O'Reillys Auto Part and First United Methodist Church,
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In 2016, we will continue to constantly work to reinvent government into a model! that listens to
and serves the needs of our citizens as well as competitively look for more efficient and elfective
service methods for our community.

The main goal the Council has charged staff with is to build a comnwnity that is prepared for our
future and that reverently remembers our past, Together, with our citizens, we are building a
great Celinal

The City of Celina continued to enjoy tremendous constant growth in 2015, The City issued 478
building permits, compared to 346 permits last year. Accordingly, permit fee collections have
increased by $446,346 or 34 percentage points for the same period. For the fiscal ycar 2014-
2015, the City collected $1,767,856 in permit fees compared with $1,321,510 for the same
period last year, The City of Celina possesses a vast amount of land that makes it attractive to
housing developers. The increase in building permits and fees can be contributed to the health
environment in housing market for the region as well as the state,

The City of Celina’s portion of sales tax collection increased from $505,221 in FY 2013-2014 to
$603,949 in FY 2014-2015 (figures do not include CEDC or CCDC collections). The City is
experiencing a 19.5 percentage points or $98,728 increase in sales tax collections in FY 2014-
2015. The increasc follows the trend through the state. The reduction in unemployment in
conjunction with the sales tax collection from internet purchases has contributed (o the increase.
The opening of new retail shops and restaurants played a role in the increase of sales tax revenue
as well. Management anticipates that this increase will continue through FY 2015-2016 with a
moderate pace,

Total assessed value of the properties for the City of Celina increased from $554,210,534 in FY
2014 10 $561,671,666 FY 2015. With the exception of FY 2010, the City of Celina has enjoyed
an increase in its property values since FY 2001, This increases are representing a city that is in a
health growth mode. In FY 2014-2015 the assessed property value has increased by 1.35%. This
increase mainly resulted from new construction in housing in the City along with annexation of
new parcels of land. Reviewing the history of the City’s asscssed property values provides
evidence of the City's measurable growth in last decade.

Year | Assessed Value | % Change Yecar | Asscssed Value | % Change
2004 143,297,931 2010 455,200,487 -1.7%
2005 181,232497 26.5% 2011 461,849,745 1.5%
2006 224,412,066 23.8% 2012 482,062,285 4.4%
2007 284 847,298 26.9% 2013 507,835,848 5.3%
2008 418,824,688 47.0% 2014 554,210,534 9.1%
2009 463,300,493 10.6% 2015 561,671,666 1.3%
13
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Total waier sales for the FY 2015 has increased by substantial amount. This increase is a direct
result of new developments and increase of number of houses in those developments along with
installation of new and accurate electronic meter system, Total revenuc from water sales for the
FY 2015 was $3,489.083 which represent 25 % increase over previous year.

A review of the history of the City’s watcr sales over past few years indicates a healthy average
increase of over 19 percentage points in water sales. History of water sales is illustrated below:

Year Water Sales % Change Year Water Sales % Change
2004 §18403 2010 1,944,348 21.3%
2005 1,157,066 41.4% 2011 2,549,933 3.1%
06 1,871,163 61.7% 2012 2,548,942 0.0%
2007 1,298,932 -30.6% 2013 2772632 8.8%
2008 1,598,567 23.1% 2014 2,780,983 0.3%
2009 1,602,364 0.2% 2015 3,480,083 25.5%

Total sewer increased from $1,160,403 in FY 2014 to $1,409,070 in FY 2014-2015. The
increase of $248,667 or 21.4 percentage points is primarily the result of increase in number of
customers and partially is due 10 accurale reading of the water meters that correlate to sewer
sale.. A review of the history of the City's sewer sales over past few years indicates a healthy
average increase of more than 14 percentage points in sewer sales. History of sewer sales is
illustrated below:

Year Sewer Sales % Change Year Sewer Sales % Change |
2004 341976 2010 774,022 35.2%
2005 403498 18.0% 2011 946,269 22.3%

- 2006 509,798 20.3% 2012 994332 5.1%
2007 485,948 -4.7% 2013 1.060,773 6.7%
2008 346,536 12.5% 2014 1,160403 9.4%
2009 572,294 4. 7% 2015 1409070 21.4%

CONTACTING THE CITY'S FINANCIAL MANAGEMENT:

This financial report is designed to provide our citizens, taxpayers, customers, investors and
creditors with a general overview of the City's finances and to show the City's accountability for
the money it receives. If you have questions about this report or need additional information,
including financial information for the City's two component units, please do not hesitate to
coniact Mike Foreman, City Manager, or Jay Toutounchian, Director of Finance, by phone at
{972) 382-2682 or by E-mail at mforeman{@celina-tx.gov or jtoutounchian@celina-tx.gov .
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Assets
Carrent aad other assets
Deferved outlows of tespuices
Capital assets, net

Total Assets & Deferred Outflows
Liabilities
Other Habshities
[ eng-term debt
Total Linbilities
Net Position
Net im estment m capital zssels
Restricted for debt service
Restrieted for capital projeets

Unrestricted

Total Net Position
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CITY OF CELINA, TEXAS

Govermunenial Activities

COMPARATIVE STATEMENTS OF NFT POSITION

Business-type Activities

Total

2018

2014

2018

2014

2015

2014

515914708

$ 10428633

$ 7926048

§ 5,469,492

5 23.840.751

154369 31,77 176,140 -
26,191,788 21.612.194 19,731,271 16,903,679 45.923.059 IN SIS NT
42,260,862 38,040,827 7.679.088 22,373,171 69,939,950 60,413,998

3,384,190 2082984 2.861,603 1325263 6,243,855 137718
19,182,337 19,853,876 11,121,623 16,355 499 30,303,960 3,239,375
22,566,527 21,936,864 13,983,248 11.679,702 30,549,815 33.0106,620

§,693,312 T667 954 15,575,656 9,589,572 20.268,96% 17.257.520

646,075 541,270 630,073 341370

4028909 3,994,414 4,028,909 2994414

6,335,979 3,900,225 2,120,144 1,103 837 #o446,122 5004062

§ 19,694,335  § 16,103,963 5 13,695,800 5 10,693,409 8§ 33,390,135 526797372
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Program revenues!
Charges for services

Operating grantsicontnbutions

Capital grantsicontributions
General revenues;

Ad valorem xes

Sales taxes

Frunchise Taxes

Special events & fundraising

Other

Total revenues

Expeases.
Admunistration
Judicial
Fire and emergency services
Development services
Public works
Policc department
Parks and recreation
Library
Infrastructure
Main street project
Band isspince costs
Interest and fiscal charges

Water, Sewer and Sanitation Scrvices

Tota] Expenses

Fxcess (deficiency)
before transfers

Transfers
Change in Net Position

Net Position - October §
Prior period adjustment

Net Positiun - September 30
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CITY OF CELINA, TEXAS

COMFPARATIVE STATEMENTS OF ACTIVITIES

Governmental Activities Business-type Activities Total
2015 2014 2018 2014 2018 2014

$ 3,755293 8§ 2,082964 S 7518231 § 6,154,311 § 11273624 S B.237275
214,118 61,432 214,115 61432
625237 2,403,093 45,289 - 630,526 2,403,093
3.739.841 3,333,018 3,739,841 3,333.015
603.949 505,221 603,949 508221
364.763 320,805 364,763 320805
221,696 245,163 221,696 245,163
217,124 572,570 3v.470 11,703 256.594 584,273
9.742,018 9,524,263 7,603,090 6,166,014 17,345,108 13,690,277
1,170,613 1,203,576 1,170,613 1, 203876
84,853 88,531 84,853 KR,531
1453477 1213416 1,453,477 1213416
520067 TOR,220 529,067 08,220
824,527 725,922 R24,527 725922
1,114,266 806,191 1,114,266 806,191
886,212 448,202 886,212 448,202
140,104 134,815 140,104 134,815
198,868 202,699 198 868 202 699
TO.510 26,869 70,510 26,869
72,326 . 72326
635,090 585469 635,090 585469
4,284,809 3.496,782 4,284,809 3.496,782
7.107.587 6,216,236 4,284 809 3,496,782 11,392.3%6 9,713,018
2,634,431 3,308,027 31318281 2,669,232 5952,712 5,977,259

395,060 348,050 {395,000) {348,050} =
3,029,431 3,656,077 2,923,281 2,321,182 5,952,712 5,977,259
16,103,963 12,447,886 10,693,409 8,372,227 26,797.372 20,820,113

560,941 79,110 640,051
$ 19,694,335 $ 16103963 § 13695800 3510693409 § 33,390,135 § 26,797,372
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Asvets

Cash amd cash eyuivalents

Insesument in Texpinl

Cash and cash equivalents - restticted

Sales tanes receivable

Propuenty tuses receivible, net

EMS reecivable

Grants receivable

Other teveis ables

Prepaid items

Duge from othier Tunds

Pue from component nnits
Tital Assels

abilities
Accounts puvable
Acerued expenses
Excroned funds
Due o other funds
Unewroed wevenue

Total Liabilities

Deferred Inflows of Resources
Unavadlable property tinves receivahle
Total Deferrved Inflows of Resources

Fund Balances
Notspendable:
Prepaids
Restricted for;
Capatal improvements
Deht service
Unpesigned
Total Fund Balunces

Total Liabilities, Deferred Inflows of

Resources, und Fund Balunces
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CITY OF CELINA. TEXAS
COMPARATIVE BALANCE SHEETS
GOVERNMENTAL FUNDS
SEPTEMBER 20, 2015 und 2014

Total
et Capital Governmental Funds =
__Gueneral .mm_i‘fﬂ'if'f . Projects 2015 2014

$ 616060562 % 606ADL S - 6737368 % 3BLIYlY
2375 2375 2375
10,001,873 10,001,873 t4,1601.704
105,443 [O5.443 96,030
32,3348 54990 38,331 47.950
MLART )57 31856

RIEIRE LS MELIO .
48,022 48,022 63.056
AR 19.941 ALTN
SIHLOK) SO0JHI RO
kRl IslG 45,582
S 7084181 5 672502 5 10,091.873 17848556 § 18761001
1323 380910 712149 R38370
FOR N 153 Y3968 SIS

496,704 496,710 .
20,278 2374.019 298,297 2,398,297
1.518.263 311083 1,829,346 760,320
2.446,017 20,431 3,070,012 5,536,460 4,227,902
32,335 3,096 38,131 33,306
12,328 5,996 - 38,33 53,306
19,431 a4l H)LI84.0K)
7.021.861 7.021.861 JLx8t463
636073 646,075 341,370
4,585 KK¥ 4. 583,888 3037170
4,605,429 646,073 7.021,861 12,273,768 14,479,793
$ 7084181 8 672,82 8 10091873 17,848,556 % 18,761,001
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CITY OF CELINA, TEXAS
Comparative Statements of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds

Years Ending September 30, 2015 and 2014

Debt Capital Toisl
Genera) Service Projects Governmental Funds
Fund Fund Fund 2018 2014
REVENUES:
Ad valarem taxes 5 3537 1.217,643 $ 37%3816 0§ 331450
Franchise taxes 364,763 364.763 IMLROA
Sales tax H13,944 Hi13 04y 505,221
Pernuts amd inspection fees 1.767,834 1,767 83h 132184
Crnponent unit contohutions 124844 206454 320.084 170,000
Develupment fees 24,249 24,249 2349.739
Fire departinent and M fees 241005 241005 196,753
Fines 254370 254.3M 155,962
Special events and dunations 221.696 221.696 305,430
Park fees 612,626 Hi12.h24 169,004
Other invotse 92,349 42,14y 296,867
nteresy 40,609 4858 6h 434 114,901 1424
Federal, state and lncal grants 34,004 205,387 §18.70 2,404,258
Tutal Revenuey 8,084,709 1,422,551 272021 49,779,281 9,490,560
EXPENDITURES:
Adminisiration 1,133,574 1,133,574 1,106,865
Judicial 84,851 £4.K53 LEIREY
Fire and emergency services 5,316,278 1316275 1,UR3 4604
Develaprent services 524,712 524,712 TO2 862
Public works 806,758 Kite, 788 S43.659
Potice depurtment {146,160 a1 60 THL28
Parks and Recreation H67.908 67 SUR 443,628
Library 140857 140,837 135315
Afain street project 70510 73510 26,864
Capital outhay 1122728 4,130,623 5251151 1421828
Debt Service: -
Principal retirement - 678,366 678,366 S10.445
Interest and fweal charges - B6G 48D LA Hi0693
Rond issuznce custs 72326
Total Expenditures 6,914,365 1,347.846 4,130,623 12,392 83 7,478,833
Excess {Deficiency) of Revenves Over Expenditures 1,170,344 74,705 {3,858.602) {2,613,553) 2,611,727
OTHER FINANUING SOURCES (LUSES):
Proveeds from sale of vapital assets 12,528 - 12,525 18,279
Procecds trom isspance of honds - 3287485
Operating tramsfers m (out) 363,000 30,000 395400 345.050
Net Other Financing Sources {Uses) 177,525 30,080 - 447,528 3,620.814
Net change in fund balances 1847869 104,705 {3,854,602) {2,206.028) 5,632,541
Fund halance, Octoher | 3,057,960 541,310 10,840,463 14,479,793 8,847,252
Fund halunce, Seplember 30 §  4,605829 646,075 5§ TO2LB61 0§ 12273765 0§ 14,479,793
*B
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CITY OF CELINA, TEXAS
COMPARATIVE STATEMENTS OF FUND NET POSITION
PROPRIETARY FUND
September 30, 2015 and 2014

2018 2014
Futerprise Fund Enterprise Fund
Water & Sewer Water & Sewer
Activities Activities
Asscts
Cash and cash equivalents 5 34939490 hY 943,305
Investent in TexPool 30H4 1172123
Investient iu TexPool, rastricied e capital projoects 835,000 663.373
Acctinis seceivable, net 1LU8972 6Y2.354
Due from other funds 2,398.297 2,398,297
Total current assets 8,264,933 5.869.492
Noncurrent Assets:
Net pansion asset 61.113 -
Capital Assels:

Non-depreciable fand 304.115 154,115

Nogi-depreviable construction in progress 1.677.529 -

Depreciable capital assets. net 17.749.627 16.749,5364
Capital Assets, net 19,731,271 16,903,679

Deferred outflows of resources:

Deferred outflows - relared 10 pensions 21,721 -
Totsl deferred outflows of resvurces 21,771 -
Total assets and deferred outflows of resources 5 28,079,088 $ 22,773,171

Liabilitics

Accounts payable 426,318 414,352
Accrued expenses 26,384 65.725
Bonds payahle - current R48.875 308,862
Infrastructure advance from CISD - current 108,089 91.439
Leuses payable - currem 27,253 .
Acurued interent payshle 51,762 63,568
Meter deposits payable 305922 242632
Unearnd revenne 1288779 537986
Escrow deposits 762,500 -
Due o other funds 400.000 400,000

Total current liahilities 4,245 882 2,624,564
Infrastructure advanee from CISD - fong-term 296,465 411117
Leases payable - long-term 18,704
Bonds payable - long-term 9,822.237 9.044,083

Total non-current Habilities 10,137,406 9,455,198

Total linbilities 14,383,268 12,079,762

Net Pesition
Net investment it capital assels 11.575.656 9.589,5372
Restrivted Tor capital projects, net of related doebt
{$2.946,008 cach. 2015) {$3.041.392 each, 2014)
Unrestricted 2,120.184 1,103,837
Tatal Net Position S 13,695,800 3 10,693,409

1412
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CITY OF CELINA, TEXAS
Comparative Statements of Revenues, Expenses, and Changes in Fund Net Position

Operating Revenues:
Water sales
Sewer sales
Garbage fees
Penalties
Tap and reconncct fees
Impact fees
Other revenues
Total Operating Revenues

Operating Expenses:
Salaries and benefits
Garbage fees
Materials and supplics
Postage
Repairs and facility maintenance
General insurance
Utilities and telephone
Water purchases and related fees
Depreciation & amortization
Other expense
Total Operating Expenses
Operating Income

Celina Response to Staff 3-7

Proprietary Fund
Years Ended September 30, 2015 and 2014

2015 2014
$ 3,489,083 2,780,983
1,409,070 1,160,403
405,433 402,514
73,654 58,682
832,360 633,765
1,113,065 977,688
195,666 140,276
7,518,331 6,154,311
545,287 373,648
354,733 368,754
260,113 104,757
29,282 30,120
182,113 177,015
14,402 11,914
254,778 252,189
1,606,698 1,344,283
568,135 456,509
79,333 28,040
3,924,874 3,147,229
§ 3,593,457 3,007,082

(Continued)
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CITY OF CELINA, TEXAS
Comparative Statements of Revenues, Expenses, and Changes in Fund Net Position

Proprietary Fund

Years Ended September 30, 2015 and 2014

Non-operating revenues (expenses):
Interest income
Gain on disposal of capital asscts
Interest and fiscal charges
Bond issuance costs
Total Non-operating Revenues (Expenses)

Income before contributions and transfers

Capital contribution
Transfers out to other funds

Change in net position
Net position, October 1

Prior period adjustment
Net position, September 30

Celina Response to Staff 3-7
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2015 2014
5 39.470 S 10.153
- 1,550
(319,811) (297.267)
(40,124) (52,286)
(320,465) (337,850)
3,272,992 2,669,232
45,289 -
(395,000) (348,050)
2,923,281 2,321,182
10,693,409 8,372,227
79,110
$ 13,695,800 $ 10,693,409
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BASIC FINANCIAL STATEMENTS
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Assets
Cash and eash squivalents
Investenent 1 Texpool
Propesty taxes reeeivable, net
Sulex xes receivable
Avconntts receivable, net
Other receivabies
Duy from componen: unis
Prepawd ilems
Isternal balances
Net penston assat
Restricied assets:
Cash und cash equis alents
Property taxes seceivable, net
Investmeat e Texpool restricied for capital projects
Capital assets:
Land
Construction in progress
Cupual assets, net

Deferred outflows of yesources:
Deforred outilows - related to peasions
Total Assets and deferred outflows of resvurces

Liabilities
Accounts payable
Accrued expenses
Unearned revenue
Moeter deposits payable
kscrow deposits
Due to primary govermment
Payable from restricted assets:
Acvrued mferost
Long-term fiabilities;
Due within sne year:
Bunds payable
Capnal lesses
Intiasiructore advance from CISD
13ue in more than ene year:
Bonds pavable
Capital leases
Infrastructuse advance from CISD

Tuotal Liabllities

Net Position
Netinvestmen? in capital assets
Restricted for debt service
Restrivied for capital projeets (85,712.330) net
of related debt (81,683.861)
Restricted for capital projects (52,966,008} net
ol reluted debt ($2,960.008)
Unrestricted

Teotal Net Position

Governmental Rusiness-lype Component
Activities Avtivities Total Units
h 6,773,068 b 3,939,490 10,712,538 5 423,573
2375 3174 5,549
31479 31471
105,443 105443 105,442
30,587 1,088,972 1.119,559
379,994 379994
KE AR 38416
19,944 19941
(1,998.297) 1,998,297 -
433,330 61113 494,443
10,098,873 0,091,871
5.996 5,996
£35,000 ¥35,000
2,295,631 304,113 2,599,766
1,227,615 1,677,329 2,905,143
21068522 12,749,627 40,418,140 e
154,369 . 24,771 176,140
42,260,862 27,679,088 69,939,950 529015
712,149 426,318 1,138,467
284,196 26,384 310,580
1.829.346 1,288,77¢ 3,118,125
305,922 305,922
496,700 762,500 1.259.200
IRY16
61,799 51,762 113,56}
751,128 848,875 1.600,000
27,253 27,253
108.08Y 108,089
18431,212 9.822.237 28,253,449
18,704 18,704
. 206,465 296,465
22,566,527 13,983,288 36,549,815 38,916
8,693,312 11,575,658 20,268,96%
646,075 636075
4,028,964 4.028,969
6,325,979 2,120,144 8.446,123 4U.099
3 19,694,335 3 13,693,801 33,390,135 s 490,099
Tra preompargrg AOES arg s nlupra’ pan of Uxeve fnarcls Slslemets
23
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CITY OF CELINA, TEXAS

STATEMENT OF NET POSITION
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CITY OF CELINA, TEXAS
STATEMENT OF ACTIVITIES
Year Ended September 30, 2015

Cilzréé;

__Prugram Revenues

Net (Expense) Revenue
and Changes in Net Position

Operating Capital Total Aggregate
For Grants and Grants and Governmaental Business-type Primary Component
Functions/Programs F.xpenses Services Cuntributions Contribulions Activities Activities Government Units
Governmental activities:
Admumstration S LIToe1y % - - 8 - $ (LIS S (Lnsn N -
Judicing 84,853 (R4.85%) {84.853)
Fire and emergency services 1453477 188 And 12,5980 (1.252.163) {1.252.163)
Devclopment senviees 529,067 924.249 195 1R2 05,182
Public works 824,527 17675856 205,337 1148 560 1,148,566
Police departmens 1,114,266 272,198 1165 (R40,903) {840,903}
Parks and recreation 880,212 A02,.620 420.000 136,414 136414
Library 140,104 {140,304) {140, 1043
Infrastruciure 198 86K {198 R6K) {EOR.8AR)
Main street projeat 70,510 {70,510 (70,5103
Econemiv development - - 817,53 %
huterest and fiveal charges 435,000 204,000 (435,000) £435.000)
Total governmental zetivities T.107.587 1,755,292 MERIN 625,227 {2,5312,942) {2.812.942) {R17.830)
Business-type aciivities:
Water and sewer services S2RK09 7318331 45,289 3278811 3 27R. 811 I
Total business-type activities 4,284,809 T5I8331 - 45,189 - 3,278,811 3,278,811
Total all activities S IL3N3% S 11273634 8 24118 § 670,526 S 2512942y 8 3278811 8§ 765,869 § (81753
General revennes:
Ad valorem taxes 1,739,841 3,739 R4
Sales taxes 603,949 603,949 601,750
Franchise tanes I6s. 763 364,763
Special events and lundmaising 221,69 221690
Miscetlancous income and contributions 105,223 103,223 934
Unrestricted investment camings ittong 392,470 151,37} R
Transfors 398,00 {393,000) -
Total general revenues and transfers 5842373 {388,510 S 186,843 666,418
Change in net pisition 3029431 2,923,281 5952712 88,885
Net Position-beginning of year 16,103,963 10,693,409 26,797,372 M1.214
Prior period adjustment 560,941 79.116 640,051
Net Position-end of year N 19694335 S 13695800 S 33390035 S 490099

[he aecompanying notes are an mtepead parst of these fmancial sistements
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CUTY OF CELINA. TEXAS

BALANCE SHEET
GOVERNMENTAL FUNDS
September 36, 2015
Total
Debit Cupital Gaovernmen (x}
_ General Serviee Projects Funds
Assets
Cush and cash egmvalenis $ HI0A3562 5 sH6 5N 3 $  AITINER
favestment i Tespool 237 2378
Cash and cash equnvalens - restncred HLOB1 873 10,091,473
Sules luxes receivable 15,443 105443
Propuedy taxes reucivable, net 32335 996 EERE]
Grant receivabsle 306 300, 0081
EMS recenable, net 2557 104,387
Othier receivatdes 4K.022 48,022
Prepaid sems 19,941 19.941
Due from ozhor lunds 4 {410 06541611
Due friom consponent umi< 38916 RII6
Tatal Assets § J084181 8 672582 5 10091873 0§ 17348556
Lighilities
Accoums payahle 338234 ALY 12449
Accraed salaries and benefits LRI 133 49, 96K
Favtnwed funds 496,710 496700
Due to other funds 2278 JANRA 239,297
Ungamsed revennog 1,518,263 311,083 1,%29.345
Tatal Lisbilitics 2,446,017 20,431 3.070,612 5,535,460
Deferved Inflaws of Roesonrees
navailsble property taxes receisuble 32,338 S 59h 35,33
Total Deferred InOows of Resources 32338 599 - 3333
Eund Balances
Nenspendable:
Prepaids 19,941 19,041
Resttivtad fns
Cupital Projects 70218681 7.021.841
Deln Seenics ndh (175 6364175
Unasagned _ A5E5REK £, 585 K8
Totul Fund Balances 4,605,829 i 646,075 7021861 12,273,768
Taotal § {ahititics, Deferred (nflows of Resources
and Fond Batances S 7084181 S 671%02 & 1DOS1BTY 0§ 17.84K556

Governmenta] fund halances as presented above:

Amounts presented for governmental activities in the stateent of
net pasition are different heesuse:

Capital sasers sepotted i the statoment of net posstion
are nol fmane il eesources and are not reported in the fund balunce sheet

Uther lvag-teom asaets {recenvahies) are not available 1o pay curreni-perind
esperditunes und tetelore are deferrud in the fends. These include defered
property taxes of $3K,331 and fines vecewable of $33,116.

Net pension sssets (58333300 end the related deferred outflows of resourees {8158,309)
ate not available 1o pay cunentpetiod expenditores and therefine are not
yeoorded 1 the Junds

Interest due o long-tenn debt 3 tecorded 33 acrued interest pavabic
in the slatemient of net prsiton but does nat become a lighility on the
tand staleraents ustil the date dae.

T eng-term lighilities suv reponad m the statemenst of net
pessation bt they sre ot due and payable in the current period
and therefore ane not seponied us labilimes in e fand balanee sheer,

Net Position of Governmental Activities

The arcamporyu 0 roles are av i # ol of B ese framse Saleedts
25
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12,273,765

26,191.728

69447

AET.004

161,799}

t 19.3(16.5({‘]

S 19.694,338
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CITY OF CELINA, TEXAS
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds
Year Ended Sepsermber 38, 2015

Debt Capital Total
General Service Projects Governmental
Fund Fund Fund Funds
Revenues:
Ad valorem taxes S5y 8 [A1e9 8 - S 3784810
Franchise taxes 364,763 364,763
Sales 1x 6(13,549 603,949
Pennits and inspection fees EI67.850 1,767,856
Component unit contributions 120,000 206000 320,000
Deveiopment fees 924,249 024,249
Fure department and EMS sevenues 241003 241,005
Fines 25437 254 37
Special events and donations 221,696 221690
Park fees and donstions 602,626 HO2.626
Other income 92.349 2,349
Inserest 40,609 4.858 66,434 118,901
Federal, state & local granis 314,114 205,587 319,701
Total Revenues 8,084,709 1,422,551 272,021 9,779,281
Expenditures:
Current:
Adminstration 1,133,574 1,133,574
Judicial K4.853 R4.KS83
Fire and cmerpency serviees 1316278 1316275
Deselopment services 524712 324712
Pablic works 806,788 806,788
Police department 1,046,160 [ RIZERE:
Parks and recreation 667,908 667,908
Library 140,857 140857
A stregt project S50 FUALH
Capstal Outlay 1,122,728 4,131,623 5,253,351
Dubt Service:
Principal 678,366 7K. 366
Interest und fiscal charges 669 450 569,480
Total Expenditures 6,914,365 1,347.846 4,130,623 12,192,834
Excess of Revenues Over Expenditares 1,174,344 408 (3,858,602) {2,613,553)
Other Financing Sources (Uses):
Procecds from sale of asseis 12,523 12,325
Operating teanskers in {out} 365 000 36,000 398,000
Net Other Financing Sources {Uses) 377,828 36,000 - 407,825
Net change in fund balances 1,547 869 104,705 (3,858,602} 2,206,028)
Fund balance, October 1 3.057,960 841,370 10,880,463 14,479,793
Fund balance, September 30 S 4605829 § 646075 S 7021861 S (2270765

Tue accompanying notes are 29 integra part of these finaacsal sttementy
26
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CITY OF CELINA, TEXAS
Reconcilation of the Statement of Revenues, Expenditures,
and Changes in Fund Balances of Governmental Funds
tfo the Statement of Activities
Yeur Ended September 30, 2015

Net change in fund balances - total governmental funds % (2,206,028)

Amounts reported for governmental activities in the statement of net position
are different because:

Governmental funds report capital outlays as expenditures, while in the

statement of activities, the cost of those assets is allocated over their

estimated useful lives and reported as depreciation expense. This is

the amount by which capital outlay of $5.253.351 eacecded

depreciation expense of S1673,757). 4.579.594

In the statement of actvities, the gain on the disposal of assets is reported,
but in the governmental funds. proceeds from the sule increase current
financial resources. The change in net position differs from the change in
fund balance by the net book value of the assets disposed.

Proceeds from the issuance of long-term debt provide current financial

resources (o governmental funds, bul issuing debt increases long-term

liabilities in the statement of net position. Repayment of debt principal is

an expenditure in the governmental funds, but the repayment reduces

long-term liabilities in the statement of net position. This is the amount of

debt retired for the year $678.366. less new honds issued {$-0-3, 678.366

Clhinges in the liabilities for compensated absences do not require the use
of current resources and therefore wre not recorded in the funds, {33861

Changes in long term amounts for nct pension assets ($69.559) and the
related deferred inflows of resources related to pensions $96,317
are not recorded in the funds. 26,758

Revenues in the statement of activities that do not provide current

rexources are not reported as revenues in the funds. This includes

the change in deferred inflows from ad valorem taxes of ($14,975) and

the change in fines reccivable $17,828 and EMS receivables $(52,641). {49,738y

Sumne expenses in the statement of activities do not require the use of
current financial resources and are not reported us expenditures in
governmuental funds. These include the amortization of bond premiums,

$£23,173: und the decrease in accrued interest on debt $11,217. 34,390
Change in net position - governmental activities $ 3.029431

The accompanying notes are an integral pant of these financial statemants,
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CHY OV CELIN G TEXNAS
STATEMENT OF FUND NET POSITION

Asseis
Cash and cach cguivalents
Investment in TexPool

PROPRIETARY FUND
SEPTEMBER 30, 2013

[nvestment 1o TexPool restricted fos cupital projects

Accowtis reveviable, nut
Due fiom othes funds
Totad curreni assefs

Noncurrent Assets:
Net pension asset

Capital Assets:
Non-deprecishle land
Non-depreciable construction in progress
Deprecinble capisd assets, net
Capital Assets, net

Deferved outflows of resources:
Detened omflows - related 1o pensions
Total deferred outflows of resources

Total assets and deferred outflows of resources

Liabilities
Accounls pavable
Acerued salames and honefits
Bomds payable  current

Intrastiuctute s ance from CISD - current

Leases pavable  curemt
Acerued interest puyabor
Meter deposits pavable
Uneaned revenue
Escrow deposits
Duc 1o uther funds

Total current liahilities

Infrastructure advance fiom CI8D - long-term

Leases payahle  long-rerm
Ronds pavahiy - long-rerm
Total non-curvent ligbilities

Total Liabilities

Net Position
Net investinert s capitul wssels

Restrivied tor vapnta] pro-ects § 82,566,002 1 net of reluted debt 182.9060,.008)

Unresineted
Total Net Position

Tre acconpanying notas =9 an inteytal pan of hese financial statements
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Enferprisc Fund

Water & Sewer
Activities

k3 3.939.490
KR L

835,000
LO8RY72

2.398 297

8,264,933

61113

4,115
1,677,529
17.749.627

19,731,271

21,771

21,771

$ 28,079,088

426318
26,384
848.R75
108.089
27.283
51.762
5922
2RBTTS
Th2 500
400,000

4,245,882

296403
18,704
9,822,237

10,137,406

14,383,288

11.375.650

2,120,144

p] 13,695,800
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City of Celina, Texas
Statement of Revenues, Expenses, and Changes in Fund Net Position
Proprictary Fund
Year Ended September 30, 2615

Enterprise Fund

Water & Sewer
Activities
Operating revennes:
Waier salcs 5 3,489,083
Sewer sales 1,409,070
Garbage fees 405,433
Penaltics 73,654
Tap and reconnect fees 832.360
Impact fees 1113065
Other revenues 193,660
Total Operating Revenues 7,518,331
Operating expenses:
Salaries and benefits 545,287
Gurbage fees 354,733
Materials and supplies 260,113
Poslage 29,282
Repairs and facility maintenance 182,113
General insurance 14,402
Lhilities and tclephone 254,778
Water purchases and related fecs 1.606.698
Depreciation & amortization 598,135
Other expensc 79,333
Total Operating Expenses 3,924,874
Operating Income $ 3,593.457
Non-operating revenues {expenses):
Interest jncome 39,470
(iain on sale of capital assets
Interest and fiscal charges {319.811)
Bond issuance costs {(40,124)
Total non-operating revenues (expenses) {320,465)
Income (loss) before contributions and transfers 3,272,992
Capital contribution 43,289
Opcrating Transfers in {out) {395,000y
Change iu net position 24923,281
Net position, Octaber 1 10,693,409
Prior period adjustment 79,114
Net position, September 30 S 13,695,800
The accompanying noles are an integral pan of these financial statements.
28
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CITY OF CELINA, TEXAS
Statement of Cash Flows
Proprictary Fund
Year Ended September 30, 2018

Enterprise Fund

Water & Sewer

Activities
Cash flows from operating activities;
Cash received from customers and users $ 7.872.546
Cash paid to suppliers (2.769,486)
C'ash paid to employees (588, 402)
Net cash provided (used) by operating activities 4.514,658
Cash flows from noncapital financing activities:
Change n customer deposits 63,290
Operating transfers (t0) from other funds (395,000}
Net cash provided (used) for noncapital financing activities {331.710)
Cash flows from capital and related financing activities:
Acquisition of capital assets {3.425,728)
Capital contributions 45289
Change in escrow deposits 762,500
Bond proceeds 1,645,000
Bond issuance costs {40,124)
Principal payments - bonds payable (808,862)
Principal payments - other obligations {98.002)
Capital lease proceeds 50,833
Principal payments - capital leases {10.876)
Interest paid on bonds payable and other long-tenn obligations {349,585)
Net cash provided (used) by capital and
related financing activities (2.223.555)
Cash flows from investing activities:
Net redemptions (purchases) of investments 997 322
Investment income 39,470
Net cash provided (used) by investing activities 1,036,792
Net increase (decrease) in cash and cash equivalents 2.996,185
Cash and cash equivalents, October 1 943,305
Cash and cash equivalents, September 30 ) 3,939,490
The accompanying notes are an integral pari of these financial statements,
30
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CITY OF CELINA, TEXAS
Statement of Cash Flows
Proprietary Fand
Year Ended September 30, 2015

Reconeiliation of Net Income to Net Cash Provided (Used)
by Operating Activities

Enterprise Fund
Witer & Sewer

Activities
Operating inwome 8 3,593,457
Adjustinents to reconcile net income to net cash provided (used)
by operating activities:
Depreciation and amortization 398.135
{Increase) deercase in accounts receiyable (net) (396.5378)
9810

{Increase) decrease i nuet pension asset
{Increase) decrease 1 deferred outflows or resources {13384

Increasc {decrease) in accounts payvable 1 1 966
Increase (decrease) m acerued expenss (R9.341)
Inerease {deerease) m uneamed revenues 750,793
Total Adjustments 921,208

Net cash provided by operating activities s 4,514,658

The accompanying notes are an integral parnt of these financial statements
31
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City of Celina, Texas
Notes to Financial Statements
September 30, 2015

Introduction and Summary of Significant Accounting Policies

The financial statements of the City of Celina, Texas and its component units, Celina Economic
Development Corporation and Celina Community Development Corporation, collectively
identified as the City have been prepared in conformity with generally acceptled accounting
principles (GAAP) as applied to governmental units. The Governmental Accounting Standards
Board (GASB) is the accepted standard-setting body for establishing governmental accounting
and financial reporting principles.

The accounting and reporting framework and the more significant accounting principles and
practices of the City are discussed in subsequent sections of this note. The remaining notes are
organized to provide explanations, including required disclosures, of the City's financial
activities for the fiscal year ending September 30, 2015.

(A) Reporting Entity and Related Organizations

The City is a municipal corporation govemed by an elected mayor and six member City Council.
The City provides gencral administration, public works, police and judicial, and fire and
emergency services to its residents. The Council hires a City Manager for day to day operations,

The City Council has the authority to make decisions, appoint administrators and managers,
significantly influence operations; and has the primary accountability for fiscal matiers. The
City is not included in any other governmental “reporting entity” as defined by Governmental
Accounting and Financial Reporting Standards.

In evaluating how to define the City for financial reporting purposes, management has
considered all potential component units. The decision to include a potential component unit in
the reporting entity is made by applying the criteria set forth in GASB Statements No. 14 and 39
as amended by GASB Statement 61, The Financial Reporting Entity: Omnibus, an amendment
of GASB Statements No. 14 and No. 34. These statements define the veporting entity as the
primary government and those component units for which the primary government is financially
accountable. In addition, component units may be included in the reporting entity based on the
nature and significance of the relationship with the primary government, or based on being
closely related or financially integrated with the primary government. Bascd on these criteria,
the City has the following component units at September 30, 2015:

Discretely Presented Component Units:

Celina Economic Development Corporation (CEDC) - CEDC serves all citizens of the
government and is governed by a board appointed by the City Council. The City Council may
remove the CEDC board for cause. CEDC is a nonprofit corporation governed by Section 4A of
the Texas Development Corporation Act of 1979 and organized for the public purpose of aiding,
promoting and furthering economic development within the City of Celina, Texas.

32
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L.

Introduction and Summary of Significant Accounting Policies - continued

Celina Community Development Corporation (CCDC) - CCDC serves all citizens of the
government and is governed by a board appointed by the City Council. The City Council may
remove the CCDC board for cause. CCDC is a nonprofit corporation governed by Scction 4B of
the Texas Development Corporation Act of 1979 and organized for the public purpose of the
promotion and development of industrial and manufacturing enferprises 1o promote and encourage
employment and the public welfare of the City of Celina, Texas,

Neither CEDC nor CCDC prepare separate financial stalements,
{B) Government-Wide and Fond Financial Statements
Government-wide financial statements

The government-wide financial statements include the statement of net position and the statement
of activities. These statements report financial information for the City as a whole excluding
fductary activities. The primary government and component units are presented separately within
the financial statcments with the focus on the primary government.  Individual funds arc not
displayed but the statements distinguish governmental activitics, generally supported by taxes and
City general revenues, from business-type activiies, generally financed in whole or in part with
fees charged to external customers.

The statement of activitics reports the expenses of a given function offset by program revenues
directly connected with the functional program. A function is an assembly of similar activities and
may include portions of a fund or summarize more than one fund to capture the expenses and
program revenues associated with a distinct functional activity. Program revenues include: (1)
charges for services which report fees, fines and forfeiturcs, and other charges to users of the City's
services; (2) operating grants and contributions which finance annual operating activities including
restricted investment income; and (3) capital grants and contributions which fund the acquisition,
construction, or rehabilitation of capital assets and include fees to developers. These revenues are
subject to externally imposed restrictions to these program uses. Taxes and other revenue sources
not properly included with program revenues are reported as general revenues,

Fund financial statements
Fund financial statements are provided for governmental and proprietary funds. Major individual

governmental funds and proprietary funds are reported in scparate columns with composite
columns for non-major funds.

(C) Measurement Focus, Basis of Accounting, and Financial Statement Presentation
The financial statements ol the City are prepared in accordance with generally accepted accounting

principles (GAAP). The City's reporting entity applics all relevant Governmental Accounting
Standards Board (GASB) pronouncements,
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1.

Introduction and Summary of Significant Accounting Policies - continued

The government-wide statements are preparcd using the economic resources measurement focus
and the accrual basis of accounting generally including the reclassification or elimination of
internal activity (between or within funds). Proprietary fund financial statements and financial
statements of City component units also report using this same measurement focus and basis of
accounting although internal activity is not eliminated in these statements. Revenues are recorded
when earned and expenses are recorded when a Hability is incurred, regardless of the timing of the
related cash flows. Property tax revenues are recognized in the year for which they are levied
while grants are recognized when grantor eligibility requirements are met.

Governmental fund financial statements are prepared using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized when
they arc both measurable and available. Available means collectible within the current period or
soon enough thereafter to pay current liabilities. The City considers revenues to be available if
they are collected within 60 days of the end of the fiscal year. Expenditures are recorded when the
related fund liability is incurred, except for general obligation bond and capital leasc principal and
interest which are reported as expenditures in the year due.

Major rcvenues sources susceptible to accrual include: sales and use taxes, property laxes,
franchise taxes, grant revenues, and investment income. In general, other revenues are recognized
when cash is received.

Operating income reported in proprietary fund financial statements includes revenues and expenses
related to the primary, continuing operations of the fund. Principal operating revenues for the
proprictary fund arc charges to customers for water and sewer sales or services. Principal operating
expenses are the costs of providing goods or services and include administrative expenses and
depreciation of capital assets. Other revenues and expenses are classified as non-operating in the
financial statements.

When both restricted and unrestricted resources are available for use, it is the City's policy to use
restricted resources first, then unrestricted resources as needed,

(D) Fund Types and Major Funds
Governmental Funds
The City reports the following major governmental funds:

General Fund - reports as the primary operating fund of the City. This fund is used to
account for all financial resources not reported in other funds.

Debt Service Fund - accounts for the accumulation of financial resources for the payment of
principal and interest on the City's general obligation debt. The City annually levies ad
valorem faxes restricted for the retirement of general obligation bonds, capital leases, and
interest. This fund reports all such ad valorem taxes collected.

Capital Projects Fund — accounts for the financing and acquisition of major capital projects.
Fund resources are provided primarily through bond sales and interest eamnings,
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Introduction and Summary of Signifieant Accounting Policies - continned
Proprietary Funds
The City reports the following major Proprietary fund:

Water and Sewer Fund - accounts for the operating activitics of the City’s water and
sewer utilities services.

(E)  Assets, Liabilities and Net Position or Equity

Cash and Investments

The City maintains cash and investment pools which are shared by the various governmental funds,
In addition, non-pooled cash and investments are separately held and reflected in the respective
individual funds. These pooled and non-pooled cash and investment pools are displayed on its
respective balance sheet as “cash and cash equivalents” and “investment in TexPool.”

Investments are reported at fair value determined as follows. Short-term, highly liquid investments
are reported at cost, which approximates fair value. Cash deposits arc reported at the carrying
amount which reasonably estimates fair value.

Bank certificates of deposit are carried at cost which approximates fair value.

The City reporting entity considers highly liquid investments (including restricted assets) with an
original marurity of three months or less when purchased to be cash equivalents.

Inventories and Prepaids

Inventories consisting of expendable supplies held for consumption in governmental funds are
reported using the expenditure method. Under this method, amounts paid for these items are
reported as expenditures when purchased. Inventorics, when material, are recorded at cost stated
on a first-in, {irst-out basis in the government-wide financial statements.

Prepaid items record payments to vendors that benefit future reporting periods and are reported on
the consumption basis at cost. Prepaid items are similarly reported in government-wide and fund
financial siatements,

Deferred Inflows and Outflows of Resources
Deferred inflows of resources represent the acquisition of resources that apply to a future period and
so will not be recognized as an inflow of resources (revenue) until that time. Deferred outflows of

resources represent a consumption of resources that applies to a future period and so will not be
recognized as an outflow of resources (expense) until that time.
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Introduction and Summary of Significant Accounting Policics - continued
Capital Assets, Depreciation, and Amortization

The City's property, plant, equipment, and infrastructure with useful lives of more than one year are
stated at historical cost, or if historical cost is not available, they are stated at estimated historical
cost. Thesc assets are comprehensively reported in the government-wide financial statements. The
City maintains infrastructure asset records consistent with all other capital asscts. Donated assets
arc slated at fair value on the date donated. The City generally capitalizes assets with a cost of
$5.000 or more as purchase und construction outlays occur. The costs of normal maintenance and
repairs that do not add to the asset value or materially extend useful lives are not capitalized.
Capital asscts are depreciated using the straight-line method. When capital assets are disposed, the
cost and applicable accumulated depreciation are removed from the respective accounts, and the
resulting gain or loss is recorded in operations.

Estimated useful lives, in years, for depreciable assets are as follows:

Buildings 40
Road infrastructure 15-50
Water & sewer infrastructure & rights 20-40
Vehicles 5
Fumniture, machinery. and equipment 5

The City has not capitalized any interest costs in the carrying value of capital assets.
Long-term Debt, Deferred Bond Credits, and Bond Discounts/Premiums

In the government-wide, proprictary, and component unit financial statements, owtstanding debt is
reported as liabilities. Bond discounts or premiums are capitalized and amortized over the terms of
the respective bonds using a method that approximates the straight-line method.

The governmental fund financial statements recognize the proceceds of debt and premiums as other
financing sources of the current period. Issuance costs are reported as expenditures.

Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related to pensions, and pension expense, information about the Fiduciary Net
Position of the Texas Municipal Retirement System {TMRS) and additions lo/deductions from
TMRS’s Fiduciary Net Position have been determined on the same basis as they are reported by
TMRS. For this purpose, plan contributions are recognized in the period that compuensation is
reported for the employee, which is when contributions are legally due, Benefit payments and
refunds are recognized when due and payable in accordance with the benefit terms. Investiments are
reported at fair value.
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Introduction and Summary of Significant Accounting Policies - continued
Compensated Absences

Full-time employees earn vacation leave for each month of work performed. Progressive accrual
ol vacation lcave is based on the number of yeurs the individual is employed by the City. After
complction of a probationary period of employment, accrued vacation leave is paid upon
termination of employment. Full-time employees also earn sick leave time. Unused sick leave is
not paid upon termination of employment.

Compensated absences are reported as accrued in the government-wide, proprietary and component
unit financial statements. Governmental funds report only matured compensated absences payable
to currently terminating employees. These are included in wages and benefits payable,

Fund Equity

The City implemented GASB Statement 54 standards for the classification of fund balances in the
governmental funds. The fund balances of governmental funds are defined as follows:

Non-spendable - amounts that cannot be spent cither because they are in non-spendable form, such
as inventory or prepaid items or because they are legally or contractually required to be maintained
intact,

Restricted - amounts that can be spent only for specific purposes because of constraints that are
externally imposed by creditors, grantors, contributors, or laws or regulations of other
govemments,

Conuniited - amounts that can be used only for specific purposes determined by a formal action of
the City Council. The City Council is the highest level of decision making authority for the City.
Commitments may be established, modified, or rescinded only through a formal reselution of the
City Council.

Assigned - amounts that do not mect the criteria 10 be classified as restricted or committed but are
intended to be used for specific purposes that have been established by the City Council.

Unassigned - all other spendable amounts in the general fund.

The City Council delegates the responsibility to assign funds to the City Manager, Dircctor of
Finance, or other designee as determined by the Council,

When expenditures are incurred for which both restricted and unrestricted fund balance is available
the City considers restricted funds to have been spent first.  Similarly, commitied funds arc
considered to have been spent first when there is a choice for the use of Iess restricted funds, then
assigned and then unassigned funds.
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Introduction and Summary of Significant Accounting Policies — continued
(F)  Risk Management

The City is exposed to various risks of loss related to torts; thefl of, damage to and destruction of
assels; crrors and omissions; injuries to employees; and natural disasters. The City is a participant
in the Texas Municipal League (TML) Employees Health Insurance Fund, Texas Municipal
League Workers” Compensation Joint Insurance Fund (WC Fund) and the Texas Municipal League
Joint Sclf-Insurance Fund (Property-Liability Fund), a public entity risk pool opcrated by the Texas
Municipal League Board for the benefit of individual governmental units located within Texas.
The agreement provides that the trust established by TML will be self-sustaining through member
premiums, The City pays annual premiums to TML for worker's compensation, general and auto
Hability, property damage. cmployee dishonesty, public officials liability, and law enforcement
professional Jiability coverage. The City does not anticipate any material additional insurance cost
assessments as a result of participation in this risk management pool. There were no reductions in
insurance coverage {rom the prior year. Settlements have not exceeded insurance coverage during
any of the past three fiscal years.

(G) Estimates

The preparation of financial statements in accordance with generally accepted accounting
principles requires management to make estimates and assumptions that affect centain reported
amounts and disclosures. Accordingly, actual results could differ from these estimates.

Stewardship, Compliance, and Accountability
Budgetary Information

The City Manager submits an annual budget to the City Council in accordance with the laws of'the
State of Texas and the city charter. The budget is presented to the City Council for review, budget
workshops are held with the various City department officials. and public hearings are held 1o
address priorities and the allocation of resources. Generally in August, the City Council adopts the
annual fiscal year budgets for all City operating funds, Once approved, the City Council may
amend the legally adopted budget when unexpected modifications are required in estimated
revenues and appropriations.

Fach fund's approved budget is prepared on a detailed line item basis. Revenues arc budgeted by
source. [Expenditures are budgeted by department and class as follows: personnel services and
related fringe benefits, supplies, other services and charges, capital outlay, transfers, and debt
service. Expenditures may not exceed appropriations ut the department level, Within this contro
level, management may transfer appropriations between line items. Budget revisions and line item
transfers are subject to final review by the City Council. Revisions to the budget were made
throughout the year.

The budgets for the operating funds are prepared on the cash and expenditure basis. Revenues are
budgeted in the year receipt is expected; and expenditures. which do not include encumbrances, are
budgeted in the year that the liability is to be incurred. The Debt Service Fund budget is prepared
to provide funding for gencral obligation debt service when liabilities are due for payment. The
budget and actual required supplementary information is presented on these bases. Unexpended
appropriations for annually budgeted funds lapse at fiscal vear-end.
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Depaosits and Investments

Custodial credit risk tor deposits » 1he sk that oo the esent of a bank failure, the City's deposits
may not be retuned or the City will pot be able o recover collateral sceurities in the possession of
an ouwlside party. The Citv's policy requites depusits to be fully secured by collateral valued at
market ur par, whichever is lower. less the amount of Federal Deposit Insurance Comporation
(FDICY insurance. Deposited funds may be invested in certificates of deposit in institutions with an
established record of fiscal health.  Collateral agreements must be approved prior to deposit of
funds. The City Counceil approves anthorized depository institutions based on the recommendations
of Cily mimagement.

Deposits of City of Celina, Tesas (prininy government) and its component units, CEDC and
CODC, are lully insured or collateralized with seeurities held by the City or component unit, its
agent, or by the pledging finuncial instiunion's trust department or agent in the name of the City or
compongent unil, respectively,

Investments

Durmmg the vear ended September 300 2015 the Cin anvested only in Texas Local Government
Investient Pool (“TexPool™). TexPeol 15 a public tfunds investiment pool overseen by the Texas
State Comptraller of Public Accounts acting by and through its full service provider. Federated
Investors is empowered to invest funds and a¢t as custodian of investments purchased with local
investment finds. Authorized investments of TeaPool include obligations of the United States of
America or ity agencies, direct ablivations of the State of Texas or its agencies, certificates of
deposit and repurchase agreements. AL September 30, 2015, the carrying amount and fair value of
the City's imvestient in TexPool was SE30.5440 FexPool is rated for credit risk as AAAm and
maintained a weighted average days o maturtly of 40 days mt September 30, 2015.

Credit risk 15 the risk that an issuer or vther counterpanty to an investment will not fulfil its
obligations  Generally, the City’s investing activities are managed under the custody of the
Treasurer fin his absence the City Managers. Investiyg is performed in accordance with investment
policies adopted by the City Council i compliames svith the Public Funds Investment Act (PFIA),
City investment policy and the PFEA generaily pormit the City to invest in FDIC insured or fully
collateralized cortificates of deposit, fully collateralized repurchase agreements, public funds
investment puols. obliganons of the United States of America or its agencies, direct obligations of
the State of Texus, and obligations of agendies, countivs, cities and other political subdivisions of
Texas having heen rated as to imvestinent guality by a nationally recognized investment rating firm
and having reccived a rating of not less than "A" or its cquivalent.  During the year ended
Sepiember 300 2015, the City did not own any types of <ecurities other than those permitted by the
City ivestmen!t policy or the Public Funds Investnient At
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Deposits and Investments — continued

Interest rate risk is the risk that changes in interest rtes will adversely affect the fair value of an
investment,  Investments held for fonger periods are subject to increased risk of adverse interest
ratc changes. City policy generally requires investment maturities to correspond to anticipated cash
flow needs. City policy further states that volatile investiment instruments shall be avoided and that
nonmarketable instruments with maturities beyond one month shall not exceed 30 percent of the
portfolio. In addition, investment maturities shall not cxceed the following limits:

Operating funds - 30 days

Capital project funds - corresponding draw schedules

Debt service funds - corresponding payment dates, not to exceed (6) six months
Bond reserve funds - (5) five years

Concentration of credit risk is the risk of loss attributed to the magnitude of the City’s imvestiment
in a single issuer. City policy requires that the risk of principal loss in the portfolio as a whole shall
be minimized by diversifying investment types (o eliminate the risk of loss from over-concentration
of asscts in a specific issuer, or a specific class of securities.

For investments, custodial credit risk is the risk that, in the event of the failure of the counterparty,
the City will not be able to recover the value of ity investments or collateral sccurities in the
possession of an outside party. The City's policy on safekecping and custody requires that
investments shall be secured through safekeeping agreements, All investment funds shall be placed
dircctly with qualified financial institutions selected through the City’s banking procurement
process. All transactions shall be exccuted on a delivery versus payment basis.

Receivables, Uncollectible Accounts, and Uncarned Revenue
Froprictary Fund Receivables, Uncollectible Accounts and Unearned Revenue

Significant receivables include amounts due from customers primarily for utility services. These
reccivables are due within one year. The Proprietary Fund reports accounts receivable net of an
allowance for uncollectible accounts and revenucs net of uncollectible amounts. The allowance
amount is cstimated using accounts receivable past due more than 60 to 90 days. Following is the
detail of the Proprictary Fund receivables and the related allowance for uncollectible accounts:

Accounts receivable, gross $1,105.409
Less: allowance for uncollectible accounts ( 16437)
Net accounts receivable S1,088972

The City bas rccorded unearned revenue of $1,288.779 watcr and sewer impact fees and sewer
capacity fees that have been collected, but are awaiting expenditure for the designated purpose,

Property Taxes Receivable, Unearned Revenues, and the Properiy Tax Calendar
The City's property tax is levied cach October 1 on the assessed value listed as of the prior January
I for all real property located within the City. Appraised values are established by the Collin

County Central Appraisal District at 100% of market value. As of January 1. 2014, all real property
was assessed at a net laxable value of $550,278.293.
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Receivables, Uncellectible Accounts, and Unearned Revenue - continnned

The property tax rate for the year ended Scptember 30, 2015 was 645 per S100 of the assessed
valuation on taxable property. Following is a summary of the overall tax rate as levied by fund:

Maintenance and operations-General Fund 4327
Debt Service Fund 2123
Total tax rate 6450

In the governmental fund financial stalements. property taxes are recorded as receivables in cach of
the respective funds on the tax levy date with appropriate allowances for estimated uncollectible
amounts. At fiscal year-cnd, property tax rcccivables represent delinquent taxes. If delinquent
taxes are not paid within 60 days of year-end. they are recorded as deferred inflows of resourees.

In the povernment-wide financial statements, property taxes receivable and related revenuc include
all amounts due the City with a 10% allowance for estimated uncollectible amounts regardless of
when cash is received. Over time substantially all property taxes are collected.

The City's full year property tax calendar is as follows:

October 1-Full year tax levy assessed for the current fiscal year-taxes are due and payable,

January 1-Tax lien is attached 1o property to secure the payment of taxes, and penally and
interest as applicable.

February 1-Penalty and interest charges begin to acerue on unpaid past due taxcs.

July I-Taxes become delinquent and are subject to attorney fees incurred for collection.

Allowance fur Uncollectible Taxes

The City records an allowance for uncolleetible property taxes in order to estimate the amount of
taxes that will ultimately prove 1o be uncollectible. Management has determined that an allowance
in the amount of ten percemt (10%) of the property taxes receivable in each of the applicable fund
types should be adequate to provide for uncollectible property taxes. No provisions are made for
uncollectible sales tax receivables, or grants receivable ax management estimates that these amounts
will be fully collectible.

Fines and Court Costs Receivable and Relared Allowances

In the governmental fund financial statements, fines and court costs are recognized as revenue on
the cash basis,

In the government-wide financial statements, the City records fines and court costs receivable net of
amounts estimated to be uncollectible and net of any amounts that would be due to other
governmental entities as a result of collection.  Management has determined the estimate of
uncollectible fines and court costs through an analysis of actual amounts collected subsequent to
vear end. Amounts due to other governmental entitics have been determined based on distribution
requirements of the State of Texas.
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Receivables, Uncollectible Accounts, and Unearned Revenue - continved

Grams Receivable

Grants receivable were collected within 60 days of the end of the fiscal year. accordingly, no
allowance for uncollectible amounts has been recorded. These amounts are recorded similarly in

both the governmental fund statements and the government-wide financial statements,

Grant

revenues are recorded as earned when cligibility requirements are met.  Grant revenues received
prior to meeting grant eligibility requirements are recorded as unearned revenue.

Capital Assets

The following table provides a summary of changes in capital assets, including assets recorded

under capital leases:

Reginning Increases Decreases Ending

Governmental Activities:
Nondepreciable capital assets:

Land £ 2295651 5 2295651

Construction in progress 815,596 1.114.286 702,267 1227618
Tatal nondepreciable capital assets 2997917 [.114.286 702,267 3523266
Depreciable capital assets:

Buiklmgs and improvements 2033373 KE XN 5.504,550

Parks 9,059,669 984,737 10,044 406

Road infrastruciure 11,238,642 11,238.642

Vehicles 1,131,606 305,886 1 437492

Furniture and cquipment 1,239,658 79,532 24,283 1,294,908
Tutl depreciuble capitl assets 24816270 4,841,332 24,283 29,519,998
Total capital nssets 21,814,194 3935618 726,550 333,264
Lessspecumulated depreciation 6202002 673,757 23.283 6431476
Capita assets, net S oA6I2193  F 50,861 703,27 % 26191788
Rusiness-Type Activities:
Nomdeprecinhle cupita) assets:

Lund g 134114 $ 130,001 $ 34,115

Construction in progress 2904 841 1,527,392 2,754,704 1,677,529
Total nondepreciuble cuplita] ussets 3,058,955 1,677,393 2,754,704 1981644
Depreciable capital assels:

Buikiings and improvements 43,709 43,269

Waler & sewer infrastructure 19,921,723 3087438 23204101

Vehicles §53,10 91,948 215049

Equipiment 334011 1.123.653 1457664
Total depreviable capital assets 30,482 604 1.503,039 - 24 985,641
Total capital ussets 23,541,559 6181432 2,754,704 26,907,287
Lesy: acvunmlsted depreciation 6,637,580 SUK.1306 7.2360016
Capital assets, net $ 16903679 S 55R2296 2.754,704 & 1973127
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Capital Assets - continued

Depreciation expense for governmental activities was charged to functions of the City as follows:

Administration $ 59.480
Fire and emergency services 123,097
Road infrastructure 198,868
Public works 18,936
Parks 213,464
Police department 59912

Total $673,757

Depreciation expense recorded in business-type activities and the Proprietary Fund was $598,136,

The gross amount of assets included in the equipment category above recorded under capital lease
obligations is $30,752. Accumulated amortization of these assets is $5,766. Amortization expense
is included in depreciation cxpense. Capital lease obligations are secured by the equipment
purchased.

Long-Term Obligations
Long-term Obligations Supporting Governmental Activities

Certificates of obligation bonds issued by the City are backed by the full faith and credit of the City.
These bonds are to be repaid with properly taxes levied for debt service and recorded in the Debt
Service Fund. The City's borrowing capacity is restrained by maintaining the City's debt at a
responsible level. Other debt issucd to support governmental activities are capital lease obligations
which are primarily paid from the General Fund.

Interest expense for governmental activities was $635,090 and is reported as a scparate line item in
the statement of activities.

Business-type Activities - Revenue Bonds
Revenue bonds consist of debt issued to support activities of the Proprictary {(water and sewer) Fund.
In addition to being backed by the full faith and credit of the City. revenue bonds are secured by

lien on and a pledge of the surplus revenues of the water and sewer system,

Interest expense for business-type activities and the Proprictary (water and sewer) Fund was
$319.811 for the year.

The following page contains a summary of changes in bonds payable and capital lease obligations
for the year:
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Due in

Governmentol Activities: Beginning icreuscs Decreases Ending One Year
General Obligation Refunding Bonds
Seres 2013, 2IM4-3.5%, 2015-2027 4315000 8 - % wsonn $ 0 A0 § .00

Tun and Waterworks amd Sewer System
Revenue Cettificates of Obligation
Series 2014, 2.0%-4.0%, 2015-2034 3,085,000 $5.000 2,990,000 140.000

Tax and Watecrwoiks and Sewer System

Revenue Certificates of Obligation

Seses 2013, 2.0%-4.0%, 2015-2033 5,325.004 35.000 5.200,600 65000
Taxand Waterworks and Sewer System

Revenue Centificates of Obligation

Senies 2012, 20%-4,0%, 2013-2032 3,695,000 150,000 3545000 130,000

Tax and Waterworks and Sewes Sysiem
Revenue Centificates of Obligation
Series 2011, 3.0%-4.125%, 2012-2031 1320000 35000 1285000 35000

Toxand Waterworks and Sewer System
Revenue Cenificates of Obligation

Serics 2004, 4.625%-5.00%, 2004-2029 1,106,170 4.853 LID131? 4,242
General Obligation Refunding Bonds

Series 2012, 2005.3.0%, 2013-2023 105000 5.000 LKA S400
General Obhgation Refunding Bonds

Scries 2007, 5.0%-4.25%. 20082021 332,607 76,285 436,322 LR}
Capicallease Ohligations 12,228 12228 -
Towl Govemmental Activities S 19496005 S . S 636 8 18817639 X 54,125

Business-type Activities:
Taxand Waretworks and Sewer System
Revenue Cenificates of Obligation
Series 20144, 2.65%, 2017-2024 s - 8 145000 S - L5000 % -

Taxand Waterwnrks and Sewer System

Revenue Cenilicntes of Obligation

Serics 2014, 10%-4 0%, 20152034 2.315,000 23500 2000
Taxand Waterworks and Sewer System

Revenue Certificates of Obligation

Series 2012, 2074.0%. 2013.2032 B6S O 3,000 635,000 30,600

General Obligation Refiunding Bonds

Series 3012, 2006-3.0%, 2013-2023 3,740,000 370000 3,350,000 386,000
Genern] Obligation Refunding Bonds

Series 2007, 4.000-4.25%, J008-2021 1387393 198,715 1,18K678 21367
Taxand Waterworks and Sewer System

Revenue Certificates of Obligation

Series 2007, L607%-3.60%, 2009-2028 1,103,000 195,000 Q10,00 205000
Tax and Waterwaorks and Sewer Sy<tem

Revenue Cerificates of Obligation

Series 2004, 4.625%-3.005, 2004-2029 308829 15,147 682 15.70K
Cupital Lease Obligativns 45,957 45,957 27,253
Totel Business-type Activities L 9522 S 16U SA? §  BDREA $ 1403317 3 876,128
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Long-Term Obligations - continued

The financial statement presentation for bonds payable is increased by $364,698 in governmental
activities and by $313,752 in both business-type activitics and the proprictary fund to reflect bond
premiums that will be amortized over the life of the bonds.

The City's general obligation bonds are guaranteed by the full faith and credit of the City. The bond
issues are approved by the voters and repaid with property taxes recorded in the Debt Service Fund.
Current requirements for principal and intercst of these obligations are accounted for in the Debt

Service Fund.

Capital lease agreemenls represent general obligations of the City, and are secured by the equipment
acquired by the capital lease proceeds. Current requirements for principal and interest of capital lease
obligations are accounted for in the appropriate fund for which the liability was incurred.

Compensated absences are paid from the fund responsible for the employee's compensation with
significant liabilities payable from the General Fund.

Debt Service Requirements to Maturity

The annual debt service requirements to maturity for bonded debt and capital lease obligations arc as
follows at year-end:

Governmental Activities
Year ending Capital lease  Capital lease Total

September 30 Bond principal Bond interest principal interest Required
2016 S sLI2S 8 644,324 §  1,395.449
2017 767,509 626,905 1,394,414
2018 901 11D 608,032 1,510,142
2019 918,333 5R8476 1,506,809
2020 938,320 565,926 1,504,246
2021-2028 5133625 2,400,497 7534122
2026-2030 5977617 1,407,727 7.385,344
2031-2035 3,430,000 277438 3,707438
Torals S 18817630 % 70203258 § - $ - $ 25937964

Business-fype Activities
Year ending CapitalJease  Capital lease Total

September 30 Bond principal Bond mterest principal interest Required
016 S BARRTS  § 352,975 272,253 Li73 § 123027
2017 892.490 208,791 18,704 247 1,210,232
2018 993,891 273,747 1,267,638
2019 1,026,667 245,901 1,272,568
2020 1,061,680 212,686 1,274,366
2021-2025 4,246,375 557,451 4,803,826
2026-2030 762,382 189,354 951,736
131-2035 525,000 48,975 573,975
Totals 8 10357360 3 2179880 & 45857 § 1420 8§ 12,584,617

Celina Response to Staff 3-7

45

1438



Long-Term Obligations - continued

In addition to the bonds and capital leases above. the City also has the following long-term
obligations:

Beginnmg Ending Due Within
Balance Increase  Beereagse | Balunce One Year
Governmental Activities:
Compensated absenecs % 150,367 ¥ 184,228 S 150,367 § 184,228 $ 184,228

It is anticipated that the liability for compensated absences described above will be paid from the
General Fund when due.

Beginning Ending Due Within
Balance increase Decrease Halanee COne Year
Business<type Activities:
Obhgation due 1o
Celina 18D § 302,556 S S 980602 $ 404,354 108,089

The obligation due to Celina ISD i3 a result of the school district funding the cost for the installation
of a new water line that provides service to school facilitics. The obligation is non-interest bearing
however, the City has discounted the debt to estimated present value using the assumption of a 5.5%
annual interest rate.  The agreement with Celina I1SD is that the City will not bill the school for
waler use until such time as the cumulative billings are equal to the cost of installing the water line.
At the current rate of water use by Celina 1SD, City management estimates approximately $126,000
of gross billings for annual water use will be credited 1o this obligation over each of the next four
vears.

Special Assessment Revenue Bonds

In 2014, the City issued Special Assessment Revenue RBonds, Series 2014 (Creeks of Legacy Public
Improvement District Phase #1 Project) in the amount of $8,750.000 and Special Asscssment
Revenue Bonds, Series 2014 (Creeks of Legacy Public Improvement District Phases #2-3 Major
Improvement Project) in the amount of $6.575,000. Total bond principal outstanding for these two
issues is $15,325,000 at year-end.

Proceeds of the bonds were deposited into trust accounts with U.S. Bank N.A. (U.S. Bank) for the
purpose of funding improvements in the projects described above. U.S. Bank serves as trustee, for
the benefit of the bond holders, for these funds as well as any and all other properly or money of
every name and nature, which is, from time to time hereafier by delivery or in writing of any kind,
conveyed. pledged, assigned or transferred 1o the trustee.

The City is not obligated in any manner for this special assessment debt, bul merely acts as the
property owner's agent in handling the debt service trunsactions by collecting any special assessment
tax collections and forwarding them to the bondholders. These collections have not yet begun,
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Defined Benefit Pension Plans
Plan Description

The Cuy of Celina, Texas participaies as one of 860 plans in the nontraditional, joint contributory,
hvbrid defined benefit pension plarn administered by the Texas Municipal Retirement System
{TMRS). TMRS 15 an agency created by the State of Texas and administered in accordance with the
TMRS Act. Subuitle G, Titke 8. Texas Government Code (the TMRS Act) as an agent multiple-
employer retirement system for municipal employees in the State of Texas. The TMRS Act places
the gencral administration and management of the System with a six-member Board of Trustees.
Although the Governor, with the advice and consent of the Senate. appoints the Board, TMRS is not
fiscally dependent on the State of Texas, TAMRS s detined benefit pension plan is a tax-qualified plan
under Scetion 401 ) ol the Intemad Resepue Code. TMRS issues a publicly available
comprehensive annual Hinancial report (CATR) that can be obtained at wn, g, com.

All eligible employees of the City are required to participate in TMRS.
Benefits Provided

TMRS provides retitement. disabilisy, and death bonefuts, Benefit provisions are adoptled by the
governing body ot the City, within the options uvaizable in the state statutes governing TMRS.

At retirement, the benetit is valeulared as i1 the sum of the emplovee’s contributions, with interest,
and the Cinv-finapced monetary credits with snterest were used to purchase an annuity. Members
may vhoose o receive their retirement benefit in one of seven payments options. Members may also
choose to receive a portion of their benefit os o Partid Lump Sum Distribution in an amount equal to
12, 24, or 36 monihly paymentts. which cannet exceed 73% of the member’s deposits and interest.

The plan provisions are adopted by the goveraing body of the City, within the options available in the
state stututes governing TMRS. Plan provisions for the City were as follows:

Pmpioves deposit rate 7.0
Matching ratio (City to emploves) 2w
Yewrs required for vesting 3
Service retirement clinitilsy

texpressed as age vears of serveed 60 A 020
Updated service eredit ney,
Annuity increase (Lo retirees) 0 n ol CPI

Employees covered by benefit terms.

the beneld teims:

liuetive employees or beneficiaries currently repeiving benelits 2
Inactive empiovees entitled 1o but not yet receivimg benefies 31
Active gmpioyees _38

91
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Defined Bencfit Pension Plans - confinued

Contributions

The contribution rates for employees in TMRS are cither 3%, 6%, or 7% of employee gross eamings,
and the City matching percentages are either 100%, 150", or 200%. both as adopted by the governing
body of the City. Under the state law governing TMRS. the contribution rate for cach City is determined
annually by the actuary, using the Entry Age Normal (EAN) actuarial cost method. The actuarially
determined rate is the estimated amount necessary (o finance the cost of benefits eamned by employees
during the year, with an additional amount to finance any unfunded accrued liability.

Employees [or the City of Celina, Texas were required to contribute 7.0% of their annual gross carnings
during the fiscal year. The contribution rates for the City of Celina, Texas were 3.47% and 5.24% in
calendar years 2014 and 2015, respectively. The City's contributions to TMRS for the year ended
September 30, 2015, were $162,349, and were equal to the required contributions.,

Net Pension Liability

The City’s Net Pension Liability (NPL) was measured as of December 31, 2014, and the Total Pension
Liability (TPL) used to calculate the Net Pension Liability was determined by an actuarial valuation as
of that date.

Actuarial assumptions:

The Total Pension Liability in the December 31, 2014 actuarial valuation was determined using the
following actuarial assumptions:

Inflation 3.0% per vear
Overall payroll growth 3.0% per year

Investment Rate of Return ~ 7.0%, net of pension plan investment expense, including inflation

Salary increases were based on a service-related table, Mortality rates for active members, retirces. and
beneficiarics were hased on the gender-distinct RP2000 Combined Healthy Mortality Table, with male
rates multiplied by 109% and female rates multiplied by 103%. The rates are projected on a fully
generational basis by scale BB to account for future monality improvements. For disabled annuitants,
the gender-distinet RP2000 Disabled Retiree Mortality Table is used, with slight adjustments.

Actuarial assumptions used in the December 31, 2014, valuation were based on the results of actuarial
experience studics. The experience study in TMRS was for the period January 1, 2006 through
December 31, 2009, first used in the December 31, 2010 valuation. [lealthy post-retirement mortality
rates and annuity purchase rates were updated based on a Mortality Experience Investigation Study
covering 2009 through 2011, and dated December 31, 2013. These assumptions were first used in the
December 31, 2013 valuation, along with a change to the Entry Age Normal (EAN) actuarial cost
method. Assumptions are reviewed annually. No additional changes were made for the 2014 valuation.
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Defined Benefit Pension Plans -~ continued

The long-term expected rate of return on pension plan investments is 7.0%:. The pension plan's policy in
regard to the allocation of invesied assets is established and may be amended by the TMRS Board of
Trustees. Plan asscts are managed on a total return basis with an emphasis on both capital appreciation
as well as the production of income, in order to satisfy the short-term and long-term funding needs of

TMRS.

The long-term expected rate of return on pension plan investments was determined using a building-
block method in which best estimate ranges of expected future real rates of return (expected retumns, net
of pension plan investment cxpense and inflation) are developed for each major asset class. These ranges
are combined 1o produce the long-term expected rate of retwm by weighting the expected future real
rates of return by the target asset allocation percentage and by adding expected inflation, The target
allocation and best estimates of arithmetic real rates of return for each major asset class are summarized
in the following table:

{ Asset Clusy lTargc( Allocation l Long-Term Expected Real Rate of Return (Arithmetic) ]
Daomestic Equity 17.50% 4.80%
International Equity 17.50% 6.05%
Core Fixed Income 30.00™ F.50%
Non-Corg Fixed Income 10.00% 3.50%
Real Return 5.00%% 1.75%
Real Estate 10.00% 5.25%
Absolute Return 5.00R% 4.25%
Private Equaty 5.00%4 8.50%
Total 100.00%

Discount Rate

The discount rate used to measure the Total Pension Liability was 7.0%. The projection of cash flows
used to determine the discount rate assumed that employee and employer contributions will be made at
the rates specified in statute. Based on that assumption. the pension plan’s Fiduciary Net Position was
projected to be available to make all projected future benefit payments of current active and inactive
employees. Therefore, the long-term expected rate of return on pension plan investments was applicd 0
all periods of projected benefit payments to determine the Total Pension Liability.
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Defined Benefit Pension Plans — continued

Changes in the Net Pension Liability

Incrense (Decrense)
Total Pension Lishility  Plas Fduclury Net Position  Net Pensinn $iubility

Bualanec o1 123172013 5 285835 8 3329347 S (573.812)
Changes for the yean
Service vost 34832 34w.532
fatencst MM 24,236
Change of benefit enms - -
Pufference between opected and actual expenenee 1213 11213
Changes of msuaptions -
Contrb.tions - enplayer 96,8 196,209}
Contributiops  engloyee 1,034 {201 034
Net inveatment icome 19652 (R A
Banetls paywenss. inchuding refunds of enployee contabuiions 13528 {23.289)
Adninisuanive eperay (1.98%; L9N8
Other changes {363) 163
Net changes § 39642 8 460321 8 79304

Balance at 12/31/2014

w

1295127 8 3789670 § (494,440)

Sensitivity of the net pension liability to changes in the discount rate

The following presents the net pension liability of the City, calculated using the discount rate of 7.0%, as
well as what the City's net pension liability would be il it were calculated using a discount rate that is |-
percentage-point lower (6.0%) or 1-percentage-point higher (8.0%) than the current rate:

1 % Decrease in B o mems . | 1% Incrense in Discount
Discount Rate {6.0%) Discount Rate (7.0%) Rate (8.074)
City's net pension liability | § 105014 | § (494,443)| (975,854)

Pension Plan Fiduciury Net Position

Detailed information about the pension plan’s Fiduciary Net Position is available in a separately-issued
TMRS financial report. That report may be obtained on the Internet at e ure com,

Pension Expense and Deferred Qutflows of Resources and Deferred Inflows of Resources Related
to Pensions

For the year ended September 30, 2015, the City recognized pension expense of $132,002.
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Defined Benefit Pension Plans — continued

At September 30, 2015, the City reported deferred outflows of resources and deferred inflows of
resources related o pensions from the following sources:

Deferred Qutflows  Deferred Inflows

of Resources of Resources
Differences between expected and actual economic experience § 9,549
Changes in actuarial assumptions
Difference benween projecied and actual investment carnings 34,027
Contributions subsequent to the measurcment date 132564
Total S 176,140 § -

$132,564 reported as deferred outflows of resources related to pensions resulting from contributions
subsequent to the measurement date will be recognized as a reduction of the net pension liability for the
year ending September 30, 2015. Other amounts reported as deferred outflows and inflows of resources
related to pensions will be recognized in pension expense as follows:

Year ended Dec 31
2015 $10.071
2016 S10.171
2017  S10,171
2018 S10.170
2019 S 1,664

Thereafter 5 1,229

Litigation

From time to time, the City is involved in litigation in the ordinary course of business. City
management considers the likelihood of any material Lability resuliing from this litigation to be
remote.

Contingencies

The City participates in various state and federal grant programs and contracts which are subject to
financial and compliance audits by the grantors or their representatives.  Audits of these programs for
the year ended September 30, 2015 have not been conducted.  Accordingly, the City's compliance
with applicable grant and contract requirements will be established at some fuwre date, The Ciy
expects that costs disallowed by these various awarding agencies. if any, would be minimal.
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140,

11.

Balances and Transfers/Payments Within the Reporting Entity
Receivables and Pavables

Generally, outstanding balances between funds reported as “due to/from other funds” in the
governmental fund financial statements include outstanding charges by one fund to another for
services or goods, and other miscellancous reccivables/payables between funds.  Activity between
funds that are representative of lending/borrowing arrangements that are outstanding at the end of the
fiscal year are described as “due to/from other funds™ (i.c., the current portion of interfund loans) or
“advances to/from other funds” (i.c., the non-current portion of interfund loans). The lollowing
schedule reports receivables and payables within the reporting entity at year-end:

Receivable Payable
Debt Service Fund 8 S 20,278
Proprictary Fund 2.398.297 400,000
General Fund 438,916
Capital Projects Fund 2,378,019
Component units 38916

$2,837.213 52,837,213
Trausfers and Pavments
Transfers and payments within the reporting entity are substantizlly for the purposes of funding capital
projects and asset acquisitions, or maintaining debt service on a routine basis. Resources are

accumulated in a fund to support and simplify the administration of various projccts or programs.

The following schedule reports transfers and payments within the reporting entity:

Fund Transfers In Transfers Qut
General Fund § 395,000 N
Proprietary Fund 395,000

The transfer in from the Proprietary Fund provided the General Fund with supplementary revenue for
the year. In addition to the above wansfers, the component units contributed $200,000 to the debt
service fund in order to supplement debt service payments for the vear,

Operating Leases

The City has entered into lease agreements {or copier machines, Following is a summary of the
annual minimum leasc requirements under these agreements:

Year ending 9/30 Annual lease requirement
2016 19,638
2017 16,824
2018 16,824
2019 14,235
2020 5.589
Total required 573,110

Lease expense for the year ending September 30, 2015 was $28.746.
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12.

13.

14.

Economic Dependence

City operations are funded by taxes and revenues provided by the residents of the City of Celina,
Texas, Accordingly, the City is cconomically dependent on the property values and local economy of
City of Celina, Texas and the surrounding area.

Post-Emiployment Benefits

The City participates in the cost sharing multiple employer defined benefit group term life insurance
plan opcrated by the Texas Municipal Retirement System (TMRS) known as the Supplemental
Death Benefits Fund (SDBF). The City clected, by ordinance, to provide group term life insurance
coverage to both current and retired employees. The City may (erminate coverage under and
discontinue participation in the SDBF by adopting an ordinance before November | of any yeuar to be
effective the following January 1,

The death benefit for active employecs provides a lump-sum payment approximately equal to the
employee’s annual salary (calculated based on the employee’s actual earnings. for the 12 month
period preceding the month of death); retired employees are insured for $7,500; this coverage is an
“other postemployment benefit.” or OPEB.

Contributions

The City contributes to the SDBF at a contructually required rate as determined by an annual
actuarial valuation. The rate is equal to the cost of providing one year term life insurance. The
funding policy for the SDBF program is to assure that adequate resources arc available to meet all
death benefit payments for the upcoming year; the intent is not to prefund retiree term life insurance
during employees’ entire careers. The City's contributions to the TMRS SDBF for the years ended
2015, 2014 and 2013 were $4,405, $3,570 and $3,237, respectively, which equaled the required
contributions cach year.

Prior Period Adjustments

In 2015, the City adopted the provisions of Governmental Accounting Standards Board (GASB)
Statement 67, Financial Reporting for Pension Plans — an amendment of GASB Statement No. 235,
and GASB Statement 68, Accounting and Financial Reporting for Pensions — an amendment of
GASB Starement No. 27. The adoption of this new standard required a prior period adjustment to
opening equily in Business-type activitics and the Proprietary fund in the amount of $79,110. It also
reguired an adjustment to opening equity in Governmental activities in the amount of $560.941,

Subsequent Events

Subsequent to year-end, the City has issued additional certificates of obligation in the total amount of
519,425,000 which represent direct obligations of the City and will have an effect on future debi
service requirements.

Subsequent to year-end, the City has issued special assessment revenue bonds in the total amount of
$64,365,000. Thesc bonds are special assessment obligations of the City payable solely from the
pledged revenues and other funds in the trust estate. These special assessment bonds do not give rise
to & charge against the general credit or the taxing power of the City and are payable solely from the
sources identified in the indenture.
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APPENDIX C

FORM OF BOND COUNSEL'S OPINION
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A
NORTON ROSE FULBRIGHT

[closing date]
Norton Rose Fulbright US LLP
2200 Ross Avenue, Suite 3600
Dallas, Texas 75201-7932
United States

Tel +1 214 855 8000
Fax +1 214 855 8200
nortonrosefulbright.com

IN REGARD to the authorization and issuance of the "City of Celina, Texas, Tax and
Waterworks and Sewer System (Limited Pledge) Revenue Certificates of Obligation, Series
2016,” dated July 1, 2016, in the principal amount of $9,735,000 (the “Certificates”), we have
examined into their issuance by the City of Celina, Texas (the “City"), solely to express legal
opinions as to the validity of the Certificates and the exclusion of the interest on the Certificates
from gross income for federal income tax purposes, and for no other purpose. We have not
been requested to investigate or verify, and we neither expressly nor by implication render
herein any opinion concerning, the financial condition or capabilities of the City, the disclosure of
any financial or statistical information or data pertaining to the City and used in the sale of the
Certificates, or the sufficiency of the security for or the value or marketability of the Certificates.

THE CERTIFICATES are issued in fully registered form only and in denominations of $5,000 or
any integral multiple thereof (within a maturity). The Certificates mature on September 1 in
each of the years specified in the ordinance adopted by the City Council of the City authorizing
the issuance of the Certificates (the “Ordinance”), unless redeemed prior to maturity in
accordance with the terms stated on the Certificates. The Certificates accrue interest from the
dates, at the rates, and in the manner and interest is payable on the dates, all as provided in the
Ordinance.

IN RENDERING THE OPINIONS herein we have examined and rely upon (i) original or certified
copies of the proceedings relating to the issuance of the Certificates, including the Ordinance
and an examination of the initial Certificate executed and delivered by the City (which we found
{o be in due form and properly executed); (i) certifications of officers of the City relating to the
expected use and investment of proceeds of the sale of the Certificates and certain other funds
of the City and (jii) other documentation and such matters of law as we deem relevant. In the
examination of the proceedings relating to the issuance of the Certificates, we have assumed
the authenticity of all documents submitted to us as originals, the conformity to coriginal copies of
all documents submitted to us as certified copies, and the accuracy of the statements contained
in such documents and certifications.

BASED ON OUR EXAMINATIONS, IT IS OUR OPINION that, under the applicable laws of the
United States of America and the State of Texas in force and effect on the date hereof:

1. The Certificates have been duly authorized by the City and, when issued in
compliance with the provisions of the Ordinance, are valid, legally binding and enforceable
obligations of the City, payabie from an ad valorem tax levied, within the limits prescribed by
law, upon all taxable property in the City, and are additionally payable from and secured by a
limited pledge of the Net Revenues (as defined in the Ordinance) of the City’'s Waterworks and
Sewer System in the manner and to the extent provided in the Ordinance, except to the extent

Norton Rose Fulbright US LLP is a limited liability partnership registered under the laws of Texas. 27301936.1/11600971
Norton Rose Fulbnght US LLP, Norton Rose Fulbnght LLP, Norton Rose Fulbright Australia, Norton Rose Fulbright Canada LLP and Norton Rose
Fulbright South Afnca Inc are separate legal entities and all of them are members of Narton Rose Fulbright Verein, a Swiss verein, Norton Rose
Fulbnght Veren helps coordinate the activities of the members but does not itself provide legal services to clients Details of each entity, with certain
regulatory information, are availabie at norfonrosefulbright com
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A
NORTON ROSE FULBRIGHT
Page 2 of Legal Opinion of Norton Rose Fulbright US LLP

Re:  “City of Celina, Texas, Tax and Waterworks and Sewer System (Limited Pledge)
Revenue Certificates of Obligation, Series 2016”

that the enforceability thereof may be affected by bankruptcy, insolvency, reorganization,
moratorium, or other similar laws affecting creditors’ rights or the exercise of judicial discretion in

accordance with the general principles of equity.

2. Pursuant to section 103 of the Internal Revenue Code of 1986, as amended to
the date hereof (the “Code”), and existing regulations, published rulings, and court decisions
thereunder, and assuming continuing compliance after the date hereof by the City with the
provisions of the Ordinance relating to sections 141 through 150 of the Code, interest on the
Certificates for federal income tax purposes (a) will be excludable from the gross income, as
defined in section 61 of the Code, of the owners thereof, and (b) will not be included in
computing the alternative minimum taxable income of individuals or, except as hereinafter
described, corporations. Interest on the Certificates owned by a corporation will be included in
such corporation’s adjusted current earnings for purposes of calculating the alternative minimum
taxable income of such corporations, other than an S corporation, a qualified mutual fund, a real
estate mortgage investment conduit, a real estate investment trust, or a financial asset
securitization investment trust (‘FASIT"). A corporation’s alternative minimum taxable income is
the basis on which the alternative minimum tax imposed by section 55 of the Code will be
computed.

WE EXPRESS NO OPINION with respect to any other federal, state, or local tax consequences
under present law or any proposed legislation resulting from the receipt or accrual of interest on,
or the acquisition or disposition of, the Certificates. Ownership of tax-exempt obligations such
as the Certificates may result in coliateral federal tax consequences to, among others, financial
institutions, life insurance companies, property and casualty insurance companies, certain
foreign corporations doing business in the United States, S corporations with subchapter C
earnings and profits, owners of an interest in a FASIT, individual recipients of Social Security or
Railroad Retirement benefits, individuals otherwise qualifying for the earned income tax credit,
and taxpayers who may be deemed to have incurred or continued indebtedness to purchase or
carry, or who have paid or incurred certain expenses allocable to, tax-exempt obligations.

OUR OPINIONS ARE BASED on existing law, which is subject to change. Such opinions are
further based on our knowledge of facts as of the date hereof. We assume no duty to update or
supplement our opinions to reflect any facts or circumstances that may thereafter come to our
attention or to reflect any changes in any law that may thereafter occur or become effective.
Moreover, our opinions are not a guarantee of result and are not binding on the Internal
Revenue Service; rather, such opinions represent our legal judgment based upon our review of
existing iaw that we deem relevant to such opinions and in reliance upon the representations
and covenants referenced above.

27301936.1/11600971
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Financial Advisory Services
Provided By

FirstSouthwestm

A Division of Hilltop Securities.
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CERTIFICATE OF CITY SECRETARY

THE STATE OF TEXAS §
COUNTIES OF COLLIN AND DENTON

CITY OF CELINA

|, the undersigned, City Secretary of the City of Celina, Texas, DO HEREBY CERTIFY
as follows:

1. On the 19" day of July, 2016, a regular meeting of the City Council (the
"Council") of the City of Celina, Texas (the “City”) was held at a meeting place within the City;
the duly constituted members of the Council being as follows:

§
§
§

SEAN TERRY 4 ) MAYOR

CHAD ANDERSON )  MAYOR PRO TEM
BILL WEBBER

WAYNE NABORS

ANDY HOPKINS COUNCIL MEMBERS
CARMEN ROBERTS

MINDY KOEHNE

and all of said ocouncil members were present at said meeting, except the
following:_Wayne Nabors . Among other business considered at said meeting, the attached
ordinance entitled:;

“ORDINANCE NO. 2016-52

AN ORDINANCE authorizing the issuance of “CITY OF CELINA, TEXAS, TAX
AND WATERWORKS AND SEWER SYSTEM (LIMITED PLEDGE)
REVENUE CERTIFICATES OF OBLIGATION, SERIES 2016"; specifying
the terms and features of said certificates; providing for the payment of
said certificates of obligation by the levy of an ad valorem tax upon all
taxable property within the City and a limited pledge of the net revenues
derived from the operation of the City's combined waterworks and sewer
system; providing the terms and conditions of such certificates of
obligation and resolving other matters incident and relating to the
issuance, payment, security, sale and delivery of said certificates of
obligation, including the approval and execution of a Paying
Agent/Registrar Agreement and the approval and distribution of a
Preliminary Official Statement and an Official Statement pertaining
thereto; and providing an effective date.”

was introduced and submitted to the Council for passage and adoption. After presentation and
due consideration of the ordinance and, upon a motion made and seconded, the ordinance was
duly passed and adopted by the Council to be effective immediately, in accordance with the
provisions of Texas Government Code, Section 1201.028, as amended, by the following vote:

5 voted “For* 0 voted "Against’ 0 abstained

B e Y

all as shown in the official minutes of the Council for the meeting held on the aforesaid date.

27365035.1/11600971 1452
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2. The attached ordinance is a true and correct copy of the original on file in the
official records of the City; the duly qualified and acting members of the Council of said City on
the date of the aforesaid meeting are those persons shown above and, according to the records
of my office, advance notice of the time, place and purpose of the -meeting was given to each
member of the Council; and that said meeting, and the deliberation of the aforesaid public
business, was open to the public and written notice of said meeting, including the subject of the
above entitied ordinance, was posted and given in advance thereof in compliance with the
provisions of Texas Government Code, Chapter 5§51, as amended.

IN WITNESS WHEREOF, | have hereunto signed my name officially and affixed the seal
of said City, this the 19" day of July, 2016.

' )
City Secretary,
City of Celina, Texas

27365035.1/11600971 2 1453
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ORDINANCE NO. 2016-52

AN ORDINANCE authorizing the issuance of “CITY OF CELINA, TEXAS, TAX
AND WATERWORKS AND SEWER SYSTEM (LIMITED PLEDGE)
REVENUE CERTIFICATES OF OBLIGATION, SERIES 2016"; specifying
the terms and features of said certificates; providing for the payment of
said cerlificates of obligation by the levy of an ad valorem tax upon all
taxable property within the City and a limited pledge of the net revenues
derived from the operation of the City’s combined waterworks and sewer
system; providing the terms and conditions of such certificates of
obligation and resolving other matiers incident and relating to the
issuance, payment, security, sale and delivery of said certificates of
obligation, including the approval and execution of a Paying
Agent/Registrar Agreement and the approval and distribution of a
Preliminary Official Statement and an Official Statement pertaining
thereto; and providing an effective date.

WHEREAS, notice of the City Council’s intention to issue certificates of obligation in the
maximum principal amount of $9,735,000 for the purpose of paying contractual obligations to be
incurred for (i) improving and extending the City’'s combined Waterworks and Sewer System,
including the acquisition of land and rights-of-way therefor, (ii) acquiring equipment and vehicles
for the police, fire, EMS, streets, traffic and transportation, and public works departments (iii) the
acquisition, installation and improvement of municipal information technology systems, public
safety and emergency management communications and radio systems, and public safety
records management systems, (iv) acquiring, constructing and equipping buildings, structures
and facilities for the public works department, (v) constructing, equipping and improving City
Hall and (vi) professional services rendered in connection with such projects and the financing
thereof, has been duly published in the Celina Record, a newspaper hereby found and
determined to be of general circulation in the City of Celina, Texas, on June 3, 2016 and June
10, 2016, the date of the first publication of such notice being not less than thirty-one (31) days
prior to the tentative date stated therein for the passage of the ordinance authorizing the
issuance of such cerlificates; and

WHEREAS, the City Council met on July 12, 2016, and announced at the meeting that
the consideration of the ordinance authorizing the certificates of obligation described in the
aforesaid notice would be delayed to the July 18, 2016 meeting of the City Council; and

WHEREAS, no petition protesting the issuance of the certificates of obligation and
bearing valid petition signatures of at least 5% of the qualified electors of the City, has been
presented to or filed with the Mayor, City Secretary or any other official of the City on or prior to
the date of the passage of this ordinance; and

WHEREAS, the Council hereby finds and determines that the certificates of obligation
described in the aforesaid notice should be issued and sold at this time in the amount and
manner as hereinafter provided; now, therefore,

BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF CELINA, TEXAS:

SECTION 1: Authorization - Designation - Principal Amount - Purpose. Certificates of
obligation of the City shall be and are hereby authorized to be issued in the aggregate principal
amount of $9,735,000 to be designated and bear the titie “CITY OF CELINA, TEXAS, TAX AND
WATERWORKS AND SEWER SYSTEM (LIMITED PLEDGE) REVENUE CERTIFICATES OF
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OBLIGATION, SERIES 2016” (hereinafter referred to as the “Certificates”), for the purpose of
paying contractual obligations to be incurred for (i) improving and extending the City’s combined
Waterworks and Sewer System, including the acquisition of land and rights-of-way therefor, (i)
acquiring equipment and vehicles for the police, fire, EMS, streets, traffic and transportation,
and public works departments (iii) the acquisition, installation and improvement of municipal
information technology systems, public safety and emergency management communications
and radio systems, and public safety records management systems, (iv) acquiring, constructing
and equipping buildings, structures and faciltes for the public works department,
- {v) constructing, equipping and improving City Hall and (v) professional services rendered in
connection with such projects and the financing thereof, pursuant to authority conferred by and
in conformity with the Constitution and laws of the State of Texas, including Texas Local
Government Code, Subchapter C of Chapter 271, as amended.

SECTION 2: Fully Registered - Obligations - Authorized Denominations - Stated
Maturities - Certificate Date. The Certificates are issuable in fully registered form only; shall be
dated July 1, 2016 (the “Certificate Date”) and shall be in denominations of $5,000 or any
integral multiple thereof (within a Stated Maturity) and the Certificates shall become due and
payable on September 1 in each of the years and in principal amounts (the "Stated Maturities”)
and bear interest at the per annum rate(s) in accordance with the following schedule:

Year of Principal  Interest
Stated Maturity Amount Rate(s)
2017 $ 135,000 2.000%
2018 235,000 3.000
2018 ‘ 315,000 3.000
2020 330,000 3.000
2021 340,000 4,000
2022 305,000 4,000
2023 315,000 4.000
2024 445,000 4.000
2025 630,000 4,000
2026 655,000 4.000
2027 555,000 2.000
2028 565,000 2.125
2029 575,000 2.250
2030 580,000 2.375
2031 600,000 2.500
2032 620,000 2.500
2034 1,285,000 3.000
2036 1,250,000 3.000

The Certificates shall bear interest on the unpaid principal amounts from the date of
delivery to the initial purchaser at the rates per annum shown above in this Section (calculated
on the basis of a 360-day year of twelve 30-day months), and such interest shall be payable on
March 1 and September 1 of each year, commencing March 1, 2017, until maturity or prior
redemption.

SECTION 3: Terms of Payment Paying Agent/Registrar. The principal of, premium, if
any, and the interest on the Certificates, due and payable by reason of maturity, redemption, or
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otherwise, shall be payable only to the registered owners or holders of the Certificates
(hereinafter called the “Holders”) appearing on the registration and transfer books maintained by
the Paying Agent/Registrar, and the payment thereof shall be in any coin or currency of the
United States of America which at the time of payment is legal tender for the payment of public
and private debts, and shall be without exchange or collection charges to the Holders.

The selection and appointment of U.S. Bank National Association, Dallas, Texas, to
serve as Paying Agent/Registrar for the Certificates is hereby approved and confirmed. Books
and records relating to the registration, payment, transfer and exchange of the Certificates (the
“Security Register”) shall at all times be kept and maintained on behalf of the City by the Paying
Agent/Registrar, as provided herein and in accordance with the terms and provisions of a
“Paying Agent/Registrar Agreement”, substantially in the form attached hereto as Exhibit A,
and such reasonable rules and regulations as the Paying Agent/Registrar and the City may
prescribe. The Mayor and City Secretary are hereby authorized to execute and deliver such
Paying Agent/Registrar Agreement in connection with the delivery of the Certificates. The City
covenants to maintain and provide a Paying Agent/Registrar at all times untit the Certificates are
paid and discharged, and any successor Paying Agent/Registrar shall be a commercial bank,
trust company, financial institution or other entity qualified and authorized to serve in such
capacity and perform the duties and services of Paying Agent/Registrar. Upon any change in
the Paying Agent/Registrar for the Certificates, the City agrees to promptly cause a written
notice thereof to be sent to each Holder by United States Mail, first class postage prepaid, which
notice shall also give the address of the new Paying Agent/Registrar.

Principal of and premium, if any, on the Certificates, shall be payable at the Stated
Maturities or the redemption thereof only upon presentation and surrender of the Certificates to
the Paying Agent/Registrar at its designated offices, initially in St. Paul, Minnesota, or, with
respect to a successor Paying Agent/Registrar, at the designated offices of such successor (the
“Designated Payment/Transfer Office”). Interest on the Certificates shall be paid to the Holders
whose names appear in the Security Register at the close of business on the Record Date (the
fifteenth day of the month next preceding each interest payment date) and shall be paid by the
Paying Agent/Registrar (i) by check sent United States Mail, first class postage prepaid, to the
address of the Holder recorded in the Security Register or (ii) by such other method, acceptable
to the Paying Agent/Registrar, requested by, and at the risk and expense of, the Holder. If the
date for the payment of the principal of or interest on the Certificates shall be a Saturday,
Sunday, a legal holiday, or a day when banking institutions in the city where the Designated
Payment/Transfer Office of the Paying Agent/Registrar is located are authorized by jaw or
executive order to close, then the date for such payment shall be the next succeeding day which
is not such a Saturday, Sunday, legal holiday, or day when banking institutions are authorized to
close; and payment on such date shall have the same force and effect as if made on the original
date payment was due.

In the event of a nonpayment of interest on a scheduled payment date, and for thirty (30)
days thereafter, a new record date for such interest payment (a “Special Record Date”) will be
established by the Paying Agent/Registrar, if and when funds for the payment of such interest
have been received. Notice of the Special Record Date and of the scheduled payment date of
the past due interest {which shall be 15 days after the Special Record Date) shall be sent at
least five (5) business days prior to the Special Record Date by United States Mall, first class
postage prepaid, to the address of each Holder appearing on the Security Register at the close
of business on the last business day next preceding the date of mailing of such notice.
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SECTION 4: Redemption.

(a) Optional Redemption. The Certificates maturing on and after September 1, 2027
shall be subject to redemption prior {o maturity, at the option of the City, in whole.or in part in
principal amounts of $5,000 or any integral multiple thereof (and if in part by lot by the Paying
Agent/Registrar), on September 1, 2026, or on any date thereafter, at the redemption price of
par plus accrued interest to the date of redemption.

At least forty five (45) days prior to an optional redemption date for the Certificates
(unless a shorter notification period shall be satisfactory to the Paying Agent/Registrar), the City
shall notify the Paying Agent/Registrar of the decision to redeem Certificates, the principal
amount of each Stated Maturity to be redeemed, and the date of redemption therefor.

(p)  Mandatory Redemption. The Certificates maturing on September 1, 2034 and
September 1, 2036 (the “Term Certificates”™) shall be subject to mandatory redemption in part
prior to maturity at the redemption price of par and accrued interest to the date of redemption on
the respective dates and in principal amounts as follows:

Term Certificates due September 1, 2034 Term Certificates due September 1, 2036
Redemption Date  Principal Amount ($) Redemption Date Principal Amount ($)

2033 635,000 2035 675,000
2034 650,000 2036* 575,000
* Stated maturity.

Approximately forty-five (45) days prior to each mandatory redemption date for the Term
Certificates, the Paying Agent/Registrar shall select by lot the numbers of the Term Certificates
within the applicable Stated Maturity to be redeemed on the next following September 1 from
moneys set aside for that purpose in the Certificate Fund (as hereinafter defined). Any Term
Certificate not selected for prior redemption shall be paid on the date of their Stated Maturity.

The principal amount of the Term Certificates for a Stated Maturity required to be
redeemed on a mandatory redemption date may be reduced, at the option of the City, by the
principal amount of Term Certificates of like Stated Maturity which, at least 50 days prior to the
mandatory redemption date, (1) shall have been acquired by the City at a price not exceeding
the principal amount of such Term Certificates plus accrued interest to the date of purchase
thereof, and delivered to the Paying Agent/Registrar for ‘cancellation or (2) shall have been
redeemed pursuant to the optional redemption provisions set forth in paragraph (a) of this
Section and not theretofore credited against a mandatory redemption requirement.

(c) Selection of Certificates for Redemption. If less than all Outstanding Certificates
of the same Stated Maturity are to be redeemed on a redemption date, the Paying
Agent/Registrar shall treat such Cerlificates as representing the number of Certificates
Outstanding which is obtained by dividing the principal amount of such Certificates by $5,000
and shall select the Certificates to be redeemed within such Stated Maturity by lot.

(d) Notice of Redemption. Not less than thirty (30) days prior to a redemption date
for the Certificates, a notice of redemption shall be sent by United States mail, first class
postage prepaid, in the name of the City and at the City’s expense, to each Holder of a
Certificate to be redeemed in whole or in part at the address of the Holder appearing on the
Security Register at the close of business on the business day next preceding the date of
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mailing such notice, and any notice of redemption so mailed shall be conclusively presumed to
have been duly given irrespective of whether received by the Holder.

All notices of redemption shall (i) specify the date of redemption for the Certificates,
(if) identify the Certificates to be redeemed and, in the case of a portion of the principal amount
to be redeemed, the principal amount thereof to be redeemed, (iii) state the redemption price,
(iv) state that the Certificates, or the portion of the principal amount thereof to be redeemed,
shall become due and payable on the redemption date specified and the interest thereon, or on
the portion of the principal amount thereof to be redeemed, shall cease to accrue from and after
the redemption date, provided moneys sufficient for the payment of such Certificate (or the
principal amount thereof to be redeemed) at the then applicable redemption price are held for
the purpose of such payment by the Paying Agent/Registrar and (v) specify that payment of the
redemption price for the Certificates, or the principal amount thereof to be redeemed, shall be
made at the Designated Payment/Transfer Office of the Paying Agent/Registrar only upon
presentation and surrender of the Certificates. If a Certificate is subject by its terms to prior
redemption and has been called for redemption and notice of redemption has been duly given
as hereinabove provided, such Certificate (or the principal amount thereof to be redeemed) shall
become due and payable and interest thereon shali cease to accrue from and after the
redemption date therefor.

(e) Conditional Notice of Redemption. With respect to any optional redemption of
the Certificates, unless moneys sufficient to pay the principal of and premium, if any, and
interest on the Certificates to be redeemed shall have been received by the Paying
Agent/Registrar prior to the giving of such notice of redemption, such notice may state that said
redemption is conditional upon the receipt of such moneys by the Paying Agent/Registrar on or
prior to the date fixed for such redemption, or upon the satisfaction of any prerequisites set forth
in such notice of redemption; and, if sufficient moneys are not received, such notice shall be of
no force and effect, the City shall not redeem such Certificates and the Paying Agent/Registrar
shall give notice, in the manner in which the notice of redemption was given, to the effect that
the Certificates have not been redeemed.

SECTION 5: Registration - Transfer - Exchange of Certificates - Predecessor
Certificates. The Paying Agent/Registrar shall obtain, record, and maintain in the Security
Register the name and address of each and every owner of the Certificates issued under and
pursuant to the provisions of this Ordinance, or if appropriate, the nominee thereof. Any
Certificate may be transferred or exchanged for Certificates of other authorized denominations
by the Holder, in person or by his duly authorized agent, upon surrender of such Certificate to
the Paying Agent/Registrar for cancellation, accompanied by a written instrument of transfer or
request for exchange duly executed by the Holder or by his duly authorized agent, in form
satisfactory to the Paying Agent/Registrar.

Upon surrender of any Certificate (other than the single Initial Certificate(s) authorized in
Section 8 hereof) for transfer at the Designated Payment/Transfer Office of the Paying
Agent/Registrar, the Paying Agent/Registrar shall register and deliver, in the name of the
designated transferee or transferees, one or more new Certificates of authorized denominations
and having the same Stated Maturity and of a like aggregate principal amount as the Certificate
or Certificates surrendered for transfer.

At the option of the Holder, Cerlificates (other than the single Initial Certificate(s)
authorized in Section 8 hereof) may be exchanged for other Certificates of authorized
denominations and having the same Stated Maturity, bearing the same rate of interest and of
like aggregate principal amount as the Certificates surrendered for exchange, upon surrender of
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the Certificates to be exchanged at the Designated Payment/Transfer Office of the Paying
Agent/Registrar. Whenever any Certificates are surrendered for exchange, the Paying
Agent/Registrar shall register and deliver new Ceriificates to the Holder requesting the
exchange. '

All Certificates issued in any transfer or exchangs of Certificates shall be delivered to the
Holders at the Designated Payment/Transfer Office of the Paying Agent/Registrar or sent by
United States mail, first class postage prepaid, to the Holders, and, upon the registration and
delivery thereof, the same shall be the valid obligations of the City, evidencing the same
obligation to pay, and entitled to the same benefits under this Ordinance, as the Certificates
surrendered in such transfer or exchange.

All transfers or exchanges of Certificates pursuant o this Section shall be made without
expense or service charge to the Holder, except as otherwise herein provided, and except that
the Paying Agent/Registrar shall require payment by the Holder requesting such transfer or
exchange of any tax or other governmental charges required to be paid with respect to such
transfer or exchange.

Certificates cancelled by reason of an exchange or transfer pursuant to the provisions
hereof are hereby defined to be “Predecessor Certificates”, evidencing all or a portion, as the
case may be, of the same obligation to pay evidenced by the new Certificate or Certificates
registered and delivered in the exchange or transfer therefor. Additionally, the term
“Predecessor Certificates” shall include any mutilated, lost, destroyed or stolen Certificate for
which a replacement Certificate has been issued, registered and delivered in lieu thereof
pursuant to the provisions of Section 20 hereof and such new replacement Certificate shall be
deemed to evidence the same obligation as the mutilated, lost, destroyed or stolen Certificate.

Neither the City nor the Paying Agent/Registrar shall be required to issue or transfer to
an assignee of a Holder any Certificate called for redemption, in whole or in part, within 45 days
of the date fixed for the redemption of such Certificate; provided, however, such limitation on
transferability shall not be applicable to an exchange by the Holder of the unredeemed balance
of a Certificate called for redemption in part.

SECTION 6: Book-Entry-Only Transfers and Transactions.  Notwithstanding the
provisions contained in Sections 3, 4 and 5 hereof relating to the payment, and
transfer/exchange of the Certificates, the City hereby approves and authorizes the use of “Book-
Entry-Only” securities clearance, settlement and transfer system provided by The Depository
Trust Company, a limited purpose trust company organized under the laws of the State of New
York ("DTC"), in accordance with the operational arrangements referenced in the Blanket Issuer
Lefter of Representations by and between the City and DTC (the “Depository Agreement”).

Pursuant to the Depository Agreement and the rules of DTC, the Certificates shall be
deposited with DTC who shall hold said Certificates for its participants (the “DTC Participants”).
While the Certificates are held by DTC under the Depository Agreement, the Holder of the
Certificates on the Security Register for all purposes, including payment and notices, shall be
Cede & Co., as nominee of DTC, notwithstanding the ownership of each actuai purchaser or
owner of each Certificate (the “Beneficial Owners”) being recorded in the records of DTC and
DTC Participants.

In the event DTC determines to discontinue serving as securities depository for the
Certificates or otherwise ceases to provide book-entry clearance and settiement of securities
transactions in general or the City decides to discontinue use of the system of book-entry
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transfers through DTC, the City covenants and agrees with the Holders of the Certificates to
cause Certificates to be printed in definitive form and issued and delivered to DTC Participants
and Beneficial Owners, as the case may be. Thereafter, the Certificates in definitive form shall
be assigned, transferred and exchanged on the Security Register maintained by the Paying
Agent/Registrar and payment of such Certificates shall be made in accordance with the
provisions of Sections 3, 4 and 5 hereof.

SECTION 7: Execution - Registration. The Certificates shall be executed on behalf of
. the City by the Mayor or Mayor Pro Tem under its seal reproduced or impressed thereon and
countersigned by the City Secretary. The signature of said officers on the Certificates may be
manual or facsimile. Certificates bearing the manual or facsimile signatures of individuals who
are or were the proper officers of the City on the Certificate Date shall be deemed to be duly
executed on behalf of the City, notwithstanding that one or more of the individuals executing the
same shall cease to be such officer at the time of delivery of the Certificates to the initial
purchaser(s) and with respect to Certificates delivered in subsequent exchanges and transfers,
all as authorized and provided in Texas Government Code Chapter 1201, as amended.

No Certificate shall be entitied to any right or benefit under this Ordinance, or be valid or
obligatory for any purpose, unless there appears on such Certificate either a certificate of
registration substantially in the form provided in Section 9(c), manually executed by the
Comptroller of Public Accounts of the State of Texas, or his duly authorized agent, or a
certificate of registration substantially in the form provided in Section 9(d), manually executed by
an authorized officer, employee or representative of the Paying Agent/Registrar, and either such ‘
certificate duly signed upon any Certificate shall be conclusive evidence, and the only evidence,
that such Certificate has been duly certified, registered and delivered.

SECTION 8: |Initial Certificate(s). The Certificates herein authorized shall be initially
issued either (i) as a single fully registered certificate in the total principal amount stated in
Section 1 hereof with principal instaliments to become due and payable as provided in Section 2
hereof and numbered T-1, or (ii) as multiple fully registered certificates with one certificate for
each year of maturity in the applicable principal amount and denomination and to be numbered
consecutively from T-1 and upward (hereinafter called the “Initial Certificate(s)") and, in either
case, the Initial Certificate(s) shall be registered in the name of the initial purchaser(s) or the
designee thereof. The Initial Certificate(s) shall be the Certificate(s) submitted to the Office of
the Attorney General of the State of Texas for approval, certified and registered by the Office of
the Comptroller of Public Accounts of the State of Texas and delivered to the initial
purchaser(s). Any time after the delivery of the Initial Certificate(s), the Paying Agent/Registrar,
pursuant to written instructions from the initial purchaser(s), or the designee thereof, shall
cancel the Initial Certificate(s) delivered hereunder and exchange therefor definitive Certificates
of authorized denominations, Stated Maturities, principal amounts and bearing applicable
interest rates for transfer and delivery to the Holders named at the addresses identified therefor;
all pursuant to and in accordance with such written instructions from the initial purchaser(s), or
the designee thereof, and such other information and documentation as the Paying
Agent/Registrar may reasonably require.

SECTION 9: Forms.

(a) Forms Generally. The Certificates, the Registration Certificate of the Comptroller
of Public Accounts of the State of Texas, the Registration Certificate of Paying Agent/Registrar,
and the form of Assignment to be printed on each of the Certificates, shall be substantially in the
forms set forth in this Section with such appropriate insertions, omissions, substitutions, and
other variations as are permitted or required by this Ordinance and may have such letters,
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numbers, or other marks of identification (including identifying numbers and letters of the
Committee on Uniform Securities ldentification Procedures of the American Bankers
Association) and such legends and endorsements (including insurance legends in the event the
Certificates, or any maturities thereof, are purchased with insurance and any reproduction of an
opinion of counsel) thereon as may, consistently herewith, be established by the City or
determined by the officers executing such Certificates as evidenced by their execution. Any
portion of the text of any Certificates may be set forth on the reverse thereof, with an
appropriate reference thereto on the face of the Certificate.

The definitive Certificates and the Initial Certificate(s) shall be printed, lithographed,
engraved, typewritien, photocopied or otherwise reproduced in any other similar manner, all as
determined by the officers executing such Certificates as evidenced by their execution.

(b) Form of Definitive Certificates.

REGISTERED REGISTERED
NO. $

UNITED STATES OF AMERICA
STATE OF TEXAS
CITY OF CELINA, TEXAS
TAX AND WATERWORKS AND SEWER SYSTEM (LIMITED PLEDGE) REVENUE

CERTIFICATE OF OBLIGATION
SERIES 2016
Certificate Date: Interest Rate: Stated Maturity: CUSIP No.:
July 1, 2016 % September 1, 20__
Registered Owner:
Principal Amount: DOLLARS

The City of Celina (hereinafter referred to as the “City”), a body corporate and municipal
corporation in the Counties of Collin and Denton, State of Texas, for value received,
acknowledges itself indebted to and hereby promises to pay to the Registered Owner named
above, or the registered assigns thereof, on the Stated Maturity date specified above the
Principal Amount hereinabove stated (or so much thereof as shall not have been paid upon prior
redemption) and fo pay interest on the unpaid principal amount hereof from the interest payment
date next preceding the "Registration Date” of this Certificate appearing below (unless this
Certificate bears a “Registration Date” as of an interest payment date, in which case it shall bear
interest from such date, or unless the “Registration Date” of this Certificate is prior to the initial
interest payment date in which case it shall bear interest from the date of delivery to the initial
purchaser) at the per annum rate of interest specified above computed on the basis of a 360- .
day year of twelve 30-day months; such interest being payable on March 1 and September 1 in
each year, commencing March 1, 2017, until maturity or prior redemption. Principal of this
Certificate is payable at its Stated Maturity or on a redemption date to the registered owner
hereof, upon presentation and surrender, at the Designated Payment/Transfer Office of the
Paying Agent/Registrar executing the registration certificate appearing hereon, or its successor;
provided, however, while this Certificate is registered to Cede & Co., the payment of principal
upon a partial redemption of the principal amount hereof may be accomplished without
presentation and surrender of this Certificate, Interest is payable to the registered owner of this
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Certificate (or one or more Predecessor Certificates, as defined in the Ordinance hereinafter
referenced) whose name appears on the “Security Register” maintained by the Paying
Agent/Registrar at the close of business on the “Record Date”, which is the fifteenth day of the
month next preceding each interest payment date, and interest shall be paid by the Paying
Agent/Registrar by check sent United States Mail, first class postage prepaid, to the address of
the registered owner recorded in the Security Register or by such other method, acceptable to
the Paying Agent/Registrar, requested by, and at the risk and expense of, the registered owner,
If the date for the payment of the principal of or interest on the Certificates shall be a Saturday,
Sunday, a legal holiday, or a day when banking institutions in the city where the Designated
Payment/Transfer Office of the Paying Agent/Registrar is located are authorized by law or
executive order to close, then the date for such payment shall be the next succeeding day which
is not such a Saturday, Sunday, legal holiday, or day when banking institutions are authorized to
close; and payment on such date shall have the same force and effect as if made on the original
date payment was due. All payments of principal of, premium, if any, and interest on this
Certificate shall be without exchange or collection charges to the owner hereof and in any coin
or currency of the United States of America which at the time of payment is legal tender for the
payment of public and private debts.

This Certificate is one of the series specified in its title issued in the aggregate principal
amount of $9,735,000 (herein referred to as the “Certificates”) for the purpose of paying
contractual obligations to be incurred for (i) improving and extending the City's combined
Waterworks and Sewer System, including the acquisition of land and rights-of-way therefor,
(i) acquiring equipment and vehicles for the police, fire, EMS, streets, traffic and transportation,
and public works departments (iii) the acquisition, installation and improvement of municipal
information technology systems, public safety and emergency management communications
and radio systems, and public safety records management systems, (iv) acquiring, constructing
and equipping buildings, structures and facilities for the public works department,
(v) constructing, equipping and improving City Hall and (v) professional services rendered in
connection with such projects and the financing thereof, under and in strict conformity with the
Constitution and laws of the State of Texas, particularly Texas Local Government Code,
Subchapter C of Chapter 271, as amended, and pursuant to an Ordinance adopted by the City
Council of the City (herein referred to as the “Ordinance”).

The Certificates maturing on the dates hereinafter identified (the “Term Certificates”) are
subject to mandatory redemption prior to maturity with funds on deposit in the Certificate Fund
established and maintained for the payment thereof in the Ordinance, and shall be redeemed in
part prior to maturity at the price of par and accrued interest thereon to the date of redemption,
and without premium, on the dates and in the principal amounts as follows:

Term Certificates due September 1, 2034 Term Certificates due September 1, 2036
Redemption Date  Principal Amount ($) Redemption Date  Principal Amount ($)
2033 635,000 2035 675,000
2034* 650,000 2036 575,000

* Stated Maturity

The particular Term Certificates of a stated maturity to be redeemed on each redemption
date shall be chosen by lot by the Paying Agent/Registrar; provided, however, that the principal
amount of Term Certificates for a stated maturity required to be redeemed on a mandatory
redemption date may be reduced, at the option of the City, by the principal amount of Term
Certificates of like stated maturity which, at least 50 days prior to the mandatory redemption
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date, (1) shall have been acquired by the City at a price not exceeding the principal amount of
such Term Certificates plus accrued interest to the date of purchase thereof, and delivered to
the Paying Agent/Registrar for cancellation or (2) shall have been redeemed pursuant fo the
optional redemption provisions appearing below and not theretofore credited against a
mandatory redemption requirement.

The Certificates maturing on and after September 1, 2027 may be redeemed prior to
their Stated Maturities, at the option of the City, in whole or in part in principal amounts of
$5,000 or any integral multiple thereof (and if in part by lot by the Paying Agent/Registrar), on
September 1, 2026 or on any date thereafter, at the redemption price of par, together with
accrued interest to the date of redemption.

At least thirty (30) days prior to a redemption date, the City shall cause a written notice
of such redemption to be sent by United States Mail, first class postage prepaid, to the
registered owners of each Certificate to be redeemed at the address shown on the Security
Register and subject to the terms and provisions relating thereto contained in the Ordinance. If
a Certificate (or any portion of its principal sum) shall have been duly called for redemption and
notice of such redemption duly given, then upon the redemption date such Certificate (or the
portion of its principal sum to be redeemed) shall become due and payable, and, if moneys for
the payment of the redemption price and the interest accrued on the principal amount to be
redeemed to the date of redemption are held for the purpose of such payment by the Paying
Agent/Registrar, interest shall cease to accrue and be payable from and after the redemption
date on the principal amount redeemed.

In the event a portion of the principal amount of a Certificate is to be redeemed and the
registered owner is someone other than Cede & Co., payment of the redemption price of such
principal amount shall be made to the registered owner only upon presentation and surrender of
such Certificate to the Designated Payment/Transfer Office of the Paying Agent/Registrar, and a

-new Certificate or Certificates of like maturity and interest rate in any authorized denominations
provided by the Ordinance for the then unredeemed balance of the principal sum thereof will be
issued to the registered owner, without charge. If a Certificate is selected for redemption, in
whole or in part, the City and the Paying Agent/Registrar shall not be required to transfer such
Certificate to an assignee of the registered owner within forty-five (45) days of the redemption
date therefor; provided, however, such limitation on transferability shall not be applicable to an
exchange by the registered owner of the unredeemed balance of a Certificate redeemed in part.

With respect to any optional redemption of the Certificates, unless moneys sufficient fo
pay the principal of and premium, if any, and interest on the Certificates to be redeemed shall
have been received by the Paying Agent/Registrar prior to the giving of such notice of
redemption, such notice may state that said redemption is conditional upon the receipt of such
moneys by the Paying Agent/Registrar on or prior to the date fixed for such redemption, or upon
the satisfaction of any prerequisites set forth in such notice of redemption; and, if sufficient
moneys are not received, such notice shall be of no force and effect, the City shall not redeem
such Certificates and the Paying Agent/Registrar shall give notice, in the manner in which the
notice of redemption was given, to the effect that the Certificates have not been redeemed.

The Cerlificates are payable from the proceeds of an ad valorem tax levied, within the
limitations prescribed by law, upon all taxable property in the City and from a limited pledge of
the Net Revenues of the City's combined Waterworks and Sewer System (the “System”), such
pledge being limited to an amount of $1,000 and being junior and subordinate to the lien on and
pledge of such Net Revenues securing the payment of the Prior Lien Obligations (identified and
defined in the Ordinance) now outstanding and hereafter issued by the City. In the Ordinance,
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the City reserves and retains the right fo issue Prior Lien Obligations without limitation as to
principal amount but subject to any applicable terms, conditions or restrictions under law or
otherwise, as well as the right to issue additional obligations payable from the same sources as
the Certificates and, together with the Certificates, equally and ratably secured by a parity lien
on and pledge of the Net Revenues of the System.

Reference is hereby made to the Ordinance, a copy of which is on file in the Designated
Payment/Transfer Office of the Paying Agent/Registrar, and to all the provisions of which the
~ owner or holder of this Certificate by the acceptance hereof hereby assents, for definitions of
terms; the description of and the nature and extent of the tax levied for the payment of the
Certificates; the Net Revenues pledged to the payment of the principal of and interest on the
Certificates; the nature and extent and manner of enforcement of the pledge; the terms and
conditions relating to the transfer or exchange of this Certificate; the conditions upon which the
Ordinance may be amended or supplemented with or without the consent of the Holders; the
rights, duties, and obligations of the City and the Paying Agent/Registrar; the terms and
provisions upon which the tax levy and the pledges, charges and covenants made therein may
be discharged at or prior to the maturity of this Certificate, and this Certificate deemed to be no
longer Outstanding thereunder; and for the other terms and provisions contained therein.
Capitalized terms used herein and not otherwise defined have the meanings assigned in the
Ordinance.

This Certificate, subject to certain limitations contained in the Ordinance, may be
transferred on the Security Register only upon its presentation and surrender at the Designated
Payment/Transfer Office of the Paying Agent/Registrar, with the Assignment hereon duly
endorsed by, or accompanied by a written instrument of transfer in form satisfactory to the
Paying Agent/Registrar duly executed by, the registered owner hereof, or his duly authorized
agent. When a transfer on the Security Register occurs, one or more new fully registered
Certificates of the same Stated Maturity, of authorized denominations, bearing the same rate of
interest, and of the same aggregate principal amount will be issued by the Paying
Agent/Registrar to the designated transferee or transferees.

The City and the Paying Agent/Registrar, and any agent of either, shall treat the
registered owner whose name appears on the Security Register (i) on the Record Date as the
owner entitled to payment of interest hereon, (ii) on the date of surrender of this Certificate as
the owner entitled to payment of principal hereof at its Stated Maturity or upon its prior
redemption, in whole or in part, and (iil) on any other date as the owner for all other purposes,
and neither the City nor the Paying Agent/Registrar, or any agent of either, shall be affected by
notice to the contrary. In the event of nonpayment of interest on a scheduled payment date and
for thirty (30) days thereafter, a new record date for such interest payment (a “Special Record
Date”) will be established by the Paying Agent/Registrar, if and when funds for the payment of
such interest have been received from the City. Notice of the Special Record Date and of the
scheduled payment date of the past due interest (which shall be 15 days after the Special
Record Date) shall be sent at least five (6) business days prior to the Special Record Date by
United States Mail, first class postage prepaid, to the address of each Holder appearing on the
Security Register at the close of business on the last business day next preceding the date of
mailing of such notice.

It is hereby certified, recited, represented and declared that the City is a body corporate
and political subdivision duly organized and legally existing under and by virtue of the
Constitution and laws of the State of Texas; that the issuance of the Certificates is duly
authorized by law; that all acts, conditions and things required to exist and be done precedent to
and in the issuance of the Certificates to render the same lawful and valid obligations of the City
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have been properly done, have happened and have been performed in regular and due time,
form and manner as required by the Constitution and laws of the State of Texas, and the
Ordinance,; that the Certificates do not exceed any Constitutional or statutory limitation; and that
due provision has been made for the payment of the principal of and interest on the Certificates
as aforestated. In case any provision in this Certificate shall be invalid, illegal, or unenforceable,
the validity, legality, and enforceability of the remaining provisions shall not in any way be
affected or impaired thereby. The terms and provisions of this Certificate and the Ordinance
shall be construed in accordance with and shall be governed by the laws of the State of Texas.

IN WITNESS WHEREOF, the City Council of the City has caused this Certificate to be
duly executed under the official seal of the City as of the Certificate Date.

CITY OF CELINA, TEXAS

[Mayor}[Mayor Pro Tem]

COUNTERSIGNED:

City Secretary
(City Seal)

(c) Form of Registration Certificate of Comptrolier of Public Accounts o appear on
Initial Certificate(s) only.

REGISTRATION CERTIFICATE OF
THE COMPTROLLER OF PUBLIC ACCOUNTS

OFFICE OF THE COMPTROLLER :
OF PUBLIC ACCOUNTS ) REGISTER NO.
THE STATE OF TEXAS )

. 1 HEREBY CERTIFY that this Certificate has been examined, certified as to validity, and
approved by the Attorney General of the State of Texas, and duly registered by the Comptroller
of Public Accounts of the State of Texas.

WITNESS my signature and seal of office this

Comptroller of Public Accounts
of the State of Texas

(SEAL)
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(d) Form of Certificate of Paying Agent/Reqistrar to appear on Definitive Certificates
only.

REGISTRATION CERTIFICATE OF PAYING AGENT/REGISTRAR

This Certificate has been duly issued and registered under the provisions of the within
mentioned Ordinance; the certificate or ceriificates of the above entitled and designated series
originally delivered having been approved by the Atiorney General of the State of Texas and
registered by the Comptroller of Public Accounts, as shown by the records of the Paying
Agent/Registrar.

The designated office of the Paying Agenthegistrau; located in St. Paul, Minnesota, is
the “Designated Payment/Transfer Office” for this Certificate.

U.S. BANK NATIONAL ASSOCIATION,
Dallas, Texas,
as Paying Agent/Registrar

Registration Date:

By

Authorized Signature
(e) Form of Assignment.
ASSIGNMENT

FOR VALUE RECEIVED the undersigned hereby sells, assigns, and transfers unto
(Print or typewrite name, address, and zip code of transferee):

(Social Security or other identifying number ) the within
Certificate and all rights thereunder, and hereby irrevocably constitutes and appoints

attorney to transfer the within Certificate on the books kept for registration thereof, with full
power of substitution in the premises.

DATED:
NOTICE: The signature on this assign-
ment must correspond with the name of
Signature guaranteed: the registered owner as it appears on
the face of the within Certificate in every
particular.
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0] The Initial Certificate(s) shall be in the form set forth in paragraph (b) of this
Section, except that the form of a single fully registered Initial Cerificate shall be modified as
follows:

Heading and first paragraph shall be modified to read as follows:

REGISTERED REGISTERED
NO. T-1 $9,735,000

UNITED STATES OF AMERICA

STATE OF TEXAS
CITY OF CELINA, TEXAS
TAX AND WATERWORKS AND SEWER SYSTEM (LIMITED PLEDGE) REVENUE
CERTIFICATE OF OBLIGATION
SERIES 2016

Certificate Date: July 1, 2016
Registered Owner. CEDE & CO.

Principal Amount: NINE MILLION SEVEN HUNDRED THIRTY FIVE THOUSAND DOLLARS

The City of Celina (hereinafter referred to as the “City”"), a body corporate and municipal
corporation in the Counties of Collin and Denton, State of Texas, for value received,
acknowledges itself indebted to and hereby promises to pay to the Registered Owner named
above, or the registered assigns thereof, the Principal Amount hereinabove stated on
September 1 in each of the years and in principal installments in accordance with the following
schedule:

YEAR OF PRINCIPAL INTEREST
MATURITY INSTALLMENTS RATE

(Information to be inserted from schedule in Section 2 hereof).

(or so much thereof as shall not have been redeemed prior to maturity) and to pay interest on
the unpaid principal amounts hereof from the date of delivery to the initial purchaser at the per
annum rate(s) of interest specified above computed on the basis of a 360-day year of twelve 30-
day months; such interest being payable on March 1 and September 1 of each year,
commencing March 1, 2017, until maturity or prior redemption. Principal instaliments of this
Certificate are payable on the Stated Maturity dates or on a redemption date to the registered
owner hereof by U.S. Bank National Association, Dallas, Texas {the “Paying Agent/Registrar”),
upon its presentation and surrender at its designated offices, initially in St. Paul, Minnesots, or,
with respect to a successor paying agent/registrar, at the designated office of such successor
(the “Designated Payment/Transfer Office”). Interest is payable to the registered owner of this
Certificate whose name appears on the “Security Register” maintained by the Paying
Agent/Registrar at the close of business on the “Record Date”, which is the fifteenth day of the
month next preceding each interest payment date hereof and interest shall be paid by the
Paying Agent/Registrar by check sent United States Mail, first class postage prepaid, to the
address of the registered owner recorded in the Security Register or by such other method,
acceptable to the Paying Agent/Registrar, requested by, and at the risk and expense of, the
registered owner. If the date for the payment of the principal of or interest on the Certificates
shall be a Saturday, Sunday, a legal holiday, or a day when banking institutions in the city
where the Designated Payment/Transfer Office of the Paying Agent/Registrar is located are
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authorized by law or executive order to close, then the date for such payment shall be the next
succeeding day which is not such a Saturday, Sunday, legal holiday, or day when banking
institutions are authorized to close; and payment on such date shall have the same force and
effect as if made on the original date payment was due. All payments of principal of, premium, if
any, and interest on this Certificate shall be without exchange or collection charges to the owner
hereof and in any coin or currency of the United States of America which at the time of payment
is legal tender for the payment of public and private debts.

SECTION 10: Definitions. For purposes of this Ordinance and for clarity with respect to
the issuance of the Certificates herein authorized, and the levy of taxes and appropriation of Net
Revenues therefor, the following words or terms, whenever the same appears herein without
qualifying language, are defined to mean as follows:

(a) The term “Additional Obligations™ shall mean tax and revenue obligations
hereafter issued which by their terms are payable from ad valorem taxes and additionally
payable from and secured by a parity lien on and pledge of the Net Revenues of the System of
equal rank and dignity with the lien and pledge securing the payment of the Certificates.

b) The term “Certificates” shall mean the $9,735,000 “CITY OF CELINA, TEXAS,
TAX AND WATERWORKS AND SEWER SYSTEM (LIMITED PLEDGE) REVENUE
CERTIFICATES OF OBLIGATION, SERIES 2016” authorized by this Ordinance.

(c) The term “Certificate Fund” shall mean the special fund created and established
under the provisions of Section 11 of this Ordinance.

(d) The term “Collection Date” shall mean, when reference is being made to the levy
and collection of annual ad valorem taxes, the date the annual ad valorem taxes levied each

year by the City become delinquent.

(e) The term “Fiscal Year” shall mean the annual financial accounting period used
with respect to the operations of the System now ending on September 30th of each year;
provided, however, the City Council may change, by ordinance duly passed, such annual
financial accounting period to end on another date if such change is found and determined to be
necessary for budgetary or other fiscal purposes.

4] The term “Government Securities” shall mean (i) direct noncallable obligations of
the United States of America, including obligations the principal of and interest on which are
unconditionally guaranteed by the United States of America, (ii) noncallable obligations of an
agency or instrumentality of the United States, including obligations unconditionally guaranteed
or insured by the agency or instrumentality and, on the date of their acquisition or purchase by
the City, are rated as to investment quality by a nationally recognized investment rating firm not
less than AAA or its equivalent, (iii) noncallable obligations of a state or an agency or a county,
municipality, or other political subdivision of a state that have been refunded and that, on the
date of their acquisition or purchase by the City, are rated as to investment quality by a
nationally recognized investment rating firm not less than AAA or its equivalent and (iv) any
other then authorized securities or obligations that may be used to defease obligations such as
the Certificates under the then applicable laws of the State of Texas.

(9) The term “Gross Revenues” shall mean, with respect {o the System and for any
defined period, all income and revenues derived from the operation and ownership of the
Systemn, excluding, however, meter deposits, gifts, grants in aid of construction and similar kinds
of receipts and moneys restricted as to use or expenditure.
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(h)  The term “Net Revenues” shall mean, with respect to the System and for any
defined period, the Gross Revenues of the System after deducting the System’s Operating and
Maintenance Expenses.

)] The term “Operating and Maintenance Expenses” shall mean, for any defined
period, all current expenses and costs of operating and maintaining the System, including all
salaries, labor, materials and repairs and extensions necessary to render efficient service;
provided, however, that only such repairs and extensions, as in the judgment of the City
Council, reasonably and fairly exercised, are necessary to keep the System in operation and
render adequate service to the City and the inhabitants thereof, or such as might be necessary
to meet some physical accident or condition which would otherwise impair the security of any
Certificates or obligations payable from and secured by a lien on the Net Revenues of the
System, shall be deducted in determining “Net Revenues”. Depreciation and payments into and
out of the funds maintained for the payment of the Prior Lien Obligations and similar funds
maintained for the payment of obligations payable from and secured by a lien on and pledge of
the Net Revenues shall never be considered as Operating and Maintenance Expenses.

)] The term "Outstanding” when used in this Ordinance with respect to Certificates
means, as of the date of determination, all Certificates theretofore issued and delivered under
this Ordinance, except:

(1) those Certificates cancelled by the Paying Agent/Registrar or
delivered to the Paying Agent/Registrar for cancellation;

(2) those Certificates for which payment has been duly provided by
the City in accordance with the provisions of Section 21 hereof; and

3) those Certificates that have been mutilated, destroyed, lost, or
stolen and replacement Certificates have been registered and delivered in lieu
thereof as provided in Section 20 hereof.

(k) The term "Prior Lien Obligations™ shall mean (A) all revenue bonds or other
obligations hereafter issued, payable solely from and secured only by a lien on and pledge of
the Net Revenues of the System, and (B) obligations now outstanding and hereafter issued
which by the terms of this Ordinance and the ordinances authorizing their issuance have a prior
right and claim on the Net Revenues of the System to the claim and right securing the payment
of the Certificates, including, but not limited to, the outstanding

1M “City of Celina, Texas, Tax and Waterworks and Sewer System
Surplus Revenue Certificates of Obligation, Series 2004", dated October 1, 2004;
and

(2) “City of Celina, Texas, Tax and Waterworks and Sewer System
Revenue Certificates of Obligation, Series 2007", dated September 1, 2007.

)] The term “System” shall mean all plants, properties and faciliies owned,
operated and maintained by the City for the supply, storage and distribution of treated water and
the collection, treatment and disposal of water-carried wastes, together with all future
improvements, extensions, enlargements and additions thereto and replacements thereof.

SECTION 11: Certificate Fund. For the purpose of paying the interest on and to provide
a sinking fund for the payment, redemption and retirement of the Certificates, there shall be and
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is hereby created a special account or fund on the books and records of the City known as the
"SPECIAL SERIES 2016 TAX AND REVENUE CERTIFICATE OF OBLIGATION FUND" (the
“Certificate Fund”), and all moneys deposited to the credit of such fund shall be shall be kept
and maintained in 2 special banking account at the City’s depository bank. The Mayor, Mayor
Pro Tem, City Manager, Interim City Manager, Director of Finance and City Secretary,
individually or collectively, of the City are hereby authorized and directed to make withdrawals
from said fund sufficient o pay the principal of and interest on the Certificates as the same
become due and payable, and, shall cause to be transferred to the Paying Agent/Registrar from
moneys on deposit in the Certificate Fund an amount sufficient to pay the amount of principal
and/or interest falling due on the Certificates, such transfer of funds to the Paying
Agent/Registrar o be made in such manner as will cause immediately available funds to be
deposited with the Paying Agent/Registrar on or before the last business day next preceding
each interest and principal payment date for the Certificates.

Pending the transfer of funds to the Paying Agent/Registrar, money in the Certificate
Fund may, at the option of the City, be invested in obligations identified in, and in accordance
with the provisions of the “Public Funds Investment Act" (Texas Government Code, Chapter
2256, as amended) relating to the investment of "bond proceeds”; provided that all such
investments shall be made in such a manner that the money required to be expended from said
fund will be available at the proper time or times. All interest and income derived from deposits
and investments in said Certificate Fund shall be credited to, and any losses debited to, the said
Certificate Fund. All such investments shall be sold promptly when necessary fo prevent any
default in connection with the Certificates.

SECTION 12: Tax lLevy. To provide for the payment of the “Debt Service
Requirements” on the Certificates being (i) the interest on said Certificates and (ii) a sinking
fund for their payment at maturity or redemption or a sinking fund of 2% (whichever amount
shall be the greater), there shall be and there is hereby levied a sufficient tax on each one
hundred dollars® valuation of taxable property in said City, within the limitations prescribed by
law, adequate to pay such Debt Service Requirements while the Certificates remain
Outstanding, full allowance being made for delinquencies and costs of collection; and said tax
shall be assessed and collected each year and applied to the payment of the Debt Service
Requirements, and the same shall not be diverted to any other purpose. The taxes so levied
and collected shall be paid into the Certificate Fund. The City Council hereby declares its
purpose and intent to provide and levy a tax legally and fully sufficient to pay the said Debt
Service Requirements, it having been determined that the existing and available taxing authority
of the City for such purpose is adequate to permit a legally sufficient tax in consideration of all
other outstanding indebtedness.

The amount of taxes to be provided annually for the payment of the principal of and
interest on the Certificates shall be determined and accomplished in the following manner:

(a) Prior to the date the City Council establishes the annual tax rate and passes an
ordinance levying ad valorem taxes each year, the City Council shall determine:

)] The amount on deposit in the Certificate Fund after (a) deducting
therefrom the total amount of Debt Service Requirements to become due on
Certificates prior to the Collection Date for the ad valorem taxes to be levied and
(b) adding thereto the amount of the Net Revenues of the System, together with
any other lawfully available revenues of the City, appropriated and allocated to
pay such Debt Service Requirements prior to the Coliection Date for the ad
valorem taxes to be levied.
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(2) The amount of Net Revenues of the System, together with any
other lawfully available revenues of the City, appropriated and to be set aside for
the payment of the Debt Service Requirements on the Certificates between the
Coliection Date for the taxes then to be levied and the Collection Date for the
taxes to be levied during the next succeeding calendar year.

(3) The amount of Debt Service Requirements to become due and
payable on the Certificates {or a sinking fund of 2% if greater than the amount
due and payable on the Certificates) between the Collection Date for the taxes
then to be levied and the Collection Date for the taxes to be levied during the
next succeeding calendar year.

(b} The amount of taxes to be levied annually each year to pay the Debt Service
Requirements on the Certificates shall be the amount established in paragraph (3) above less
the sum total of the amounts established in paragraphs (1) and (2), after taking into
consideration delinquencies and costs of collecting such annual taxes.

Any surplus proceeds from the sale of the Cerlificates not expended for authorized
purposes shall be deposited in the Certificate Fund, and such amounts so deposited shall
reduce the sums otherwise required to be deposited in said Fund from ad valorem taxes.

SECTION 13: Limited Pledge of Revenues. The City hereby covenants and agrees
that, subject to the prior lien on and pledge of the Net Revenues of the System to the payment
and security of Prior Lien Obligations, the Net Revenues of the System in an amount equal to
$1,000 are hereby irrevocably pledged to the payment of the principal of and interest on the
Certificates, and the limited pledge of $1,000 of the Net Revenues of the System herein made
for the payment of the Certificates shall constitute a lien on the Net Revenues of the System
(until such time as the City shall pay all of such $1,000, after which time the pledge shall cease)
in accordance with the terms and provisions hereof. Furthermore, such lien on and pledge of
the Net Revenues securing the payment of the Cerlificates shall be valid and binding and fully
perfected from and after the date of adoption of this Ordinance without physical delivery or
transfer or tfransfer of control of the Net Revenues, the filing of this Ordinance or any other act;
all as provided in Texas Government Code, Chapter 1208, as amended ("Chapter 1208").

Chapter 1208 applies o the issuance of the Certificates and the pledge of the Net
Revenues of the System granted by the City under this Section 13, and such pledge is therefore
valid, effective and perfected. If Texas law is amended at any time while the Certificates are
Outstanding such that the pledge of the Net Revenues of the System granted by the City under
this Section 13 is to be subject to the filing requirements of the Texas Business and Commerce
Code, Chapter 8, as amended, then in order to preserve to the registered owners of the
Certificates the perfection of the security interest in said pledge, the City agrees to take such
measures as it determines are reasonable and necessary under Texas law to comply with the
applicable provisions of the Texas Business and Commerce Code, Chapter 9, as amended, and
enable a filing to perfect the security interest in said pledge to occur.

SECTION 14: System Fund. The City covenants and agrees that all Gross Revenues
(excluding earnings from the investment of money held in any special funds or accounts created
for the payment and security of the Prior Lien Obligations) shall be deposited as collected into a
fund maintained at an official depository of the City and known on the books of the City as the
“System Fund” (hereinafter called the "System Fund”). All moneys deposited to the credit of the
System Fund shall be allocated, dedicated and disbursed to the extent required for the following
purposes and in the order of priority shown, to wit:
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First: To the payment of all necessary and reasonable Operating and
Maintenance Expenses of the System as defined herein or required by statute to
be a first charge on and claim against the revenues thereof.

Second: To the payment of all amounts required to be deposited in the special
Funds created and established for the payment, security and benefit of Prior Lien
Obligations in accordance with the terms and provisions of the ordinances
authorizing the issuance of Prior Lien Obligations.

Third: To the payment, equally and ratably, of the amounts pledged to the
payment of the Certificates and Additional Obligations, if any.

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

SECTION 15: Deposits to Certificate Fund. Subject to the provisions of Section 13
hereof, the City hereby covenants and agrees to cause to be deposited in the Certificate Fund
from the pledged Net Revenues of the System in the System Fund, the amount of Net
Revenues of the System pledged to the payment of the Certificates.

The City covenants and agrees that the amount of pledged Net Revenues of the System
($1,000), together with other lawfully available revenues appropriated by the City for payment of
the debt service requirements on the Certificates and ad valorem taxes levied, collected, and
deposited in the Certificate Fund for and on behalf of the Certificates, will be an amount equal to
one hundred percent (100%) of the amount required to fully pay the interest and principal due
and payable on the Certificates. In addition, any surplus proceeds from the sale of the
Certificates not expended for authorized purposes shall be deposited in the Certificate Fund,
and such amounts so deposited shall reduce the sums otherwise required to be deposited in
said Fund from ad valorem taxes and the Net Revenues of the System.

SECTION 16: Security of Funds. All moneys on deposit in the Funds for which this
Ordinance makes provision (except any portion thereof as may be at any time properly
invested) shall be secured in the manner and to the fullest extent required by the laws of Texas
for the security of public funds, and moneys on deposit in such Funds shall be used only for the
purposes permitted by this Ordinance.

SECTION 17: Special Covenants. The City hereby further covenants as follows:

(@) It has the lawful power to pledge the Net Revenues of the System to the payment
of the Certificates in the manner herein contemplated and has lawfully exercised such power
under the Constitution and laws of the State of Texas, including said power existing under
Texas Government Code, Chapter 1502, as amended, and Texas Local Government Code,
Subchapter C of Chapter 271, as amended.

(b) Other than for the payment of the Prior Lien Obligations and the Certificates, the
Net Revenues of the System have not in any manner been pledged to the payment of any debt
or obligation of the City or of the System.

SECTION 18: Issuance of Prior Lien Obligations and Additional Parity Obligations. The
City hereby expressly reserves the right to hereafter issue Prior Lien Obligations, without
limitation as to principal amount but subject to any terms, conditions or restrictions applicable
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thereto under law or otherwise, payable, in whole or in part, from the Net Revenues (without
impairment of the obligation of contract with the Holders of the Certificates) upon such ferms
and conditions as the City Council may determine. Additionally, the City reserves the right to
issue obligations payable, in whole or in part, from the Net Revenues of the System and, to the
extent provided, secured by a lien on and pledge of the Net Revenues of equal rank and dignity
with the lien and pledge securing the payment of the Certificates.

SECTION 19: Application of Prior Lien Obligations Covenants and Agreements. It is the
intention of this govemning body and accordingly hereby recogrized and stipulated that the
provisions, agreements and covenants contained herein bearing upon the management and
operations of the System, and the administering and application of revenues derived from the
operation thereof, shall fo the extent possible be harmonized with like provisions, agreements
and covenants contained in the ordinances authorizing the issuance of the Prior Lien
Obligations, and to the extent of any irreconcilable conflict between the provisions contained
herein and in the ordinances authorizing the issuance of the Prior Lien Obligations, the
provisions, agreements and covenants contained therein shall prevail to the extent of such
conflict and be applicable to this Ordinance but in all respects subject to the priority of rights and
benefits, if any, conferred thereby to the holders of the Prior Lien Obligations.

SECTION 20: Mutilated - Destroved - Lost and Stolen Certificates. In case any
Certificate shall be mutilated, or destroyed, lost or stolen, the Paying Agent/Registrar may
execute and deliver a replacement Certificate of like form and tenor, and in the same
denomination and bearing a number not contemporaneously outstanding, in exchange and
substitution for such mutilated Certificate, or in lieu of and in substitution for such destroyed, lost
or stolen Cerificate, only upon the approval of the City and after (i) the filing by the Holder
thereof with the Paying Agent/Registrar of evidence satisfactory to the Paying Agent/Registrar
of the destruction, loss or theft of such Cerlificate, and of the authenticity of the ownership
thereof and (ii) the furnishing to the Paying Agent/Registrar of indemnification in an amount
satisfactory to hold the City and the Paying Agent/Registrar harmless. All expenses and
charges associated with such indemnity and with the preparation, execution and delivery of a
replacement Certificate shall be borne by the Holder of the Certificate mutilated, or destroyed,
lost or stolen.

Every replacement Certificate issued pursuant to this Section shall be a valid and
binding obligation, and shall be entitled to all the benefits of this Ordinance equally and ratably
with all other Outstanding Certificates; notwithstanding the enforceability of payment by anyone
of the destroyed, lost, or stolen Certificates.

The provisions of this Section are exclusive and shall preciude (to the exient lawful) all
other rights and remedies with respect to the replacement and payment of mutilated, destroyed,
lost or stolen Certificates.

SECTION 21: Satisfaction of Obligation of City. If the City shall pay or cause to be paid,
or there shall otherwise be paid to the Holders, the principal of, premium, if any, and interest on
the Certificates, at the times and in the manner stipulated in this Ordinance, then the pledge of
taxes levied under this Ordinance and the Net Revenues of the System (to the extent such
pledge of Net Revenues shall not have been discharged or terminated by prior payment of
principal of or interest on the Certificates) and all covenants, agreements, and other obligations
of the City {o the Holders shall thereupon cease, terminate, and be discharged and satisfied.

Certificates or any principal amount(s) thereof shall be deemed to have been paid within
the meaning and with the effect expressed above in this Section when (i) money sufficient to
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pay in full such Certificates or the principal amount(s) thereof at maturity or the redemption date
therefor, together with all interest due thereon, shall have been irrevocably deposited with and
held in trust by the Paying Agent/Registrar, or an authorized escrow agent, or (ii) Government
Securities shall have been irrevocably deposited in trust with the Paying Agent/Registrar, or an
authorized escrow agent, which Government Securities have been certified by an independent
accounting firm to mature as to principal and interest in such amounts and at such times as will
insure the availability, without reinvestment, of sufficient money, together with any moneys
deposited therewith, if any, to pay when due the principal of and interest on such Certificates, or
the principal amount(s) thereof, on and prior to the Stated Maturity thereof or (if notice of
redemption has been duly given or waived or if irevocable arrangements therefor acceptable to
the Paying Agent/Registrar have been made) the redemption date thereof. The City covenants
that no deposit of moneys or Government Securities will be made under this Section and no use
made of any such deposit which would cause the Certificates to be treated as “arbitrage bonds”
within the meaning of Section 148 of the Internal Revenue Code of 1986, as amended, or
regulations adopted pursuant thereto.

Any moneys so deposited with the Paying Agent/Registirar, or an authorized escrow
agent, and all income from Government Securities held in trust by the Paying Agent/Registrar,
or an authorized escrow agent, pursuant to this Section which is not required for the payment of
the Certificates, or any principal amount(s) thereof, or interest thereon with respect to which
such moneys have been so deposited shall be remitted to the City or deposited as directed by
the City. Furthermore, any money held by the Paying Agent/Registrar for the payment of the
principal of and interest on the Certificates and remaining unclaimed for a period of three (3)
years after the Stated Maturity, or applicable redemption date, of the Certificates such moneys
were deposited and are held in trust to pay shall upon the request of the City be remitted to the
City against a written receipt therefor. Notwithstanding the above and foregoing, any remittance
of funds from the Paying Agent/Registrar to the Cily shall be subject to any applicable
unclaimed property laws of the State of Texas.

SECTION 22: Ordinance a Contract - Amendments. This Ordinance shall constitute a
contract with the Holders from time to time, be binding on the City, and shall not be amended or
repealed by the City while any Certificates remain Ouistanding except as permitted in this
Section and in Section 36 hereof. The City may, without the consent of or notice to any
Holders, from time to time and at any time, amend this Ordinance in any manner not detrimental
to the interests of the Holders, including the curing of any ambiguity, inconsistency, or formal
defect or omission herein. In addition, the City may, with the consent of Holders hoiding a
majority in aggregate principal amount of the Certificates then Outstanding, amend, add to, or
rescind any of the provisions of this Ordinance; provided that, without the consent of all Holders
of Outstanding Certificates, no such amendment, addition, or rescission shall (1) extend the
time or times of payment of the principal of, premium, if any, and interest on the Certificates,
reduce the principal amount thereof, the redemption price or the rate of interest thereon, or in
any other way modify the terms of payment of the principal of, premium, if any, or interest on the
Certificates, (2) give any preference to any Certificate over any other Certificate, or (3) reduce
the aggregate principal amount of Certificates required to be held by Holders for consent to any
such amendment, addition, or rescission.
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SECTION 23: Covenants to Maintain Tax-Exempt Status.

(a) Definitions. When used in this Section, the following terms have the following
meanings:

“Closing Date” means the date on which the Certificates are first authenticated and
delivered to the initial purchasers against payment therefor.

“Code” means the Intemal Revenue Code of 1986, as amended by all legislation, if any,
effective on or before the Closing Date.

"Computation Date” has the meaning set forth in Section 1.148 1(b) of the Regulations.

“Gross Proceeds” means any proceeds as defined in Section 1.148 1(b) of the
Regulations, and any replacement proceeds as defined in Section 1.148 1(c) of the Regulations,
of the Certificates.

“Investment’ has the meaning set forth in Section 1.148-1(b) of the Regulations.

“Nonpurpose Investment” means any investment property, as defined in Section 148(b)
of the Code, in which Gross Proceeds of the Certificates are invested and which is not acquired
to carry out the governmental purposes of the Certificates.

“Rebate Amount” has the meaning set forth in Section 1.148 1(b) of the Regulations.

“Regulations” means any proposed, temporary, or final Income Tax Regulations issued
pursuant to Sections 103 and 141 through 150 of the Code, and 103 of the Internal Revenue
Code of 1954, which are applicable to the Certificates. Any reference to any specific Regulation
shall also mean, as appropriate, any proposed, temporary or final Income Tax Regulation
designed to supplement, amend or replace the specific Regulation referenced.

“Yield” of (1) any Investment has the meaning set forth in Section 1.148-5 of the
Regulations and (2)the Certificates has the meaning set forth in Section 1.148-4 of the
Regulations.

(b) Not to Cause Interest to Become Taxable. The City shall not use, permit the use
of, or omit to use Gross Proceeds or any other amounts (or any property the acquisition,
construction or improvement of which is to be financed directly or indirectly with Gross
Proceeds) in a manner which if made or omitted, respectively, would cause the interest on any
Certificate to become includable in the gross income, as defined in Section 61 of the Code, of
the owner thereof for federal income tax purposes. Without limiting the generality of the
foregoing, unless and until the City receives a written opinion of counsel nationally recognized in
the field of municipal bond law to the effect that failure to comply with such covenant will not
adversely affect the exemption from federal income tax of the interest on any Certificate, the
City shall comply with each of the specific covenants in this Section.

(c) No Private Use or Private Payments. Except as permitted by Section 141 of the
Code and the Regulations and rulings thereunder, the City shall at all times prior fo the last
Stated Maturity of Certificates:

N exclusively own, operate and possess all property the acquisition,
construction or improvement of which is to be financed or refinanced directly or
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indirectly with Gross Proceeds of the Certificates, and not use or permit the use
of such Gross Proceeds (including all contractual arrangements with terms
different than those applicable to the general public) or any property acquired,
constructed or improved with such Gross Proceeds in any activity carried on by
any person or entity (including the United States or any agency, department and
instrumentality thereof) other than a state or local government, unless such use
is solely as a member of the general public; and ‘

(2) not directly or indirectly impose or accept any charge or other
payment by any person or entity who is treated as using Gross Proceeds of the
Certificates or any property the acquisition, construction or improvement of which
is to be financed or refinanced directly or indirectly with such Gross Proceeds,
other than taxes of general application within the City or interest earned on
investments acquired with such Gross Proceeds pending application for their
intended purposes,

(d) No Private Loan. Except to the extent permitted by Section 141 of the Code and
the Regulations and rulings thereunder, the City shall not use Gross Proceeds of the
Certificates to make or finance loans to any person or entity other than a state or local
government. For purposes of the foregoing covenant, such Gross Proceeds are considered to
be “loaned” to a person or entity if: (1) property acquired, constructed or improved with such
Gross Proceeds is sold or leased to such person or entity in a transaction which creates a debt
for federal income tax purposes; (2) capacity in or service from such property is committed to
such person or enfity under a take or pay, output or similar coniract or arrangement; or
(3) indirect benefits, or burdens and benefits of ownership, of such Gross Proceeds or any
property acquired, constructed or improved with such Gross Proceeds are otherwise transferred
in a transaction which is the economic equivalent of a loan.

(e) Not to Invest at Higher Yield. ‘Except to the extent permitted by Section 148 of
the Code and the Regulations and rulings thereunder, the City shall not at any time prior to the
final Stated Maturity of the Certificates directly or indirectly invest Gross Proceeds in any
Investment (or use Gross Proceeds to replace money so invested), if as a result of such
investment the Yield from the Closing Date of all Investments acquired with Gross Proceeds {or
with money replaced thereby), whether then held or previously disposed of, exceeds the Yield of
the Certificates.

1) Not Federally Guaranteed. Except to the extent permitted by Section 149(b) of
the Code and the Regulations and rulings thereunder, the City shall not take or omit to take any
action which would cause the Certificates to be federally guaranteed within the meaning of
Section 149(b) of the Code and the Regulations and rulings thereunder.

(g} Information Report. The City shall timely file the information required by Section
149(e) of the Code with the Secretary of the Treasury on Form 8038 G or such other form and
in such place as the Secretary may prescribe.

(h) Rebate of Arbifrage Profits. Except to the extent otherwise provided in Section
148(f) of the Code and the Regulations and rulings thereunder:

M The City shall account for all Gross Proceeds (including all
receipts, expenditures and investments thereof) on its books of account
separately and apart from all other funds (and receipts, expenditures and
investments thereof) and shall retain all records of accounting for at least six
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years after the day on which the last outstanding Certificate is discharged.
However, to the extent permitted by law, the City may commingle Gross
Proceeds of the Certificates with other money of the City, provided that the City
separately accounts for each receipt and expenditure of Gross Proceeds and the
obligations acquired therewith.

(2) Not less frequently than each Computation Date, the City shall
calculate the Rebate Amount in accordance with rules set forth in Section 148(f)
of the Code and the Regulations and rulings thereunder. The City shall maintain
such caiculations with its official transcript of proceedings relating to the issuance
of the Certificates until six years after the final Computation Date.

(3) As additional consideration for the purchase of the Certificates by
the Underwriters and the loan of the money represented thereby and in order to
induce such purchase by measures designed to insure the excludability of the
interest thereon from the gross income of the owners thereof for federal income
tax purposes, the City shall pay to the United States from the construction fund,
the general fund, or other appropriate fund or, if permitted by applicable Texas
statute, regulation or opinion of the Attorney General of the State of Texas, the
Certificate Fund, the amount that when added to the future value of previous
rebate payments made for the Certificates equals (i) in the case of a Final
Computation Date as defined in Section 1.148-3(e)(2) of the Regulations, one
hundred percent (100%) of the Rebate Amount on such date; and (ii) in the case
of any other Computation Date, ninety percent (90%) of the Rebate Amount on
such date. In all cases, the rebate payments shall be made at the times, in the
instaliments, to the place and in the manner as is or may be required by Section
148(f) of the Code and the Regulations and rulings thereunder, and shall be
accompanied by Form 8038-T or such other forms and information as is or may
be required by Section 148(f) of the Code and the Regulations and rulings
thereunder.

4) The City shall exercise reasonable diligence to assure that no
errors are made in the calculations and payments required by paragraphs (2) and
(3), and if an error is made, to discover and promptly correct such error within a
reasonable amount of time thereafter (and in all events within one hundred eighty
(180) days after discovery of the error), including payment to the United States of
any additional Rebate Amount owed to it, interest thereon, and any penalty
imposed under Section 1.148 3(h) of the Regulations.

0] Not to Divert Arbitrage Profits. Except to the extent permitted by Section 148 of
the Code and the Regulations and rulings thereunder, the City shall not, at any time prior to the
earlier of the Stated Maturity or final payment of the Certificates, enter into any transaction that
reduces the amount required to be paid fo the United States pursuant to Subsection (h) of this
Section because such transaction results in a smaller profit or a larger loss than would have
resulted if the transaction had been at arm’s length and had the Yield of the Certificates not
been relevant to either party.

)] Elections. The City hereby directs and authorizes the Mayor, Mayor Pro Tem,
City Manager, Interim City Manager, Director of Finance and City Secretary, individually or
collectively, to make elections permitted or required pursuant to the provisions of the Code or
the Regulations, as they deem necessary or appropriate in connection with the Certificates, in
the Certificate as to Tax Exemption or similar or other appropriate certificate, form or document.
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SECTION 24: Sale of Certificates — Official Statement Approval. Pursuant to a public
sale for the Certificates, the bid submitted by Raymond James & Associates, Inc. (herein
referred to as the “Underwriters”) is declared to be the best bid received producing the lowest
true interest cost rate to the City, and the sale of the Certificates o said Purchaser at the price
of par plus a cash premium of $474,977.85 is hereby determined to be in the best interests of
the City and is approved and confirmed. Delivery of the Certificates to the Underwriters shall
occur as soon as possible upon payment being made therefor in accordance with the terms of
sale. The Initial Certificate shall be registered as provided in the winning bid.

The use of the Preliminary Official Statement by the Underwriters in connection with the
public offering and sale of the Certificates is hereby ratified, confirmed and approved in all
respects. The final Official Statement which reflects the terms of sale (together with such
changes approved by the Mayor, Mayor Pro Tem, City Manager, Interim City Manager, Director
of Finance and City Secretary, any one or more of said officials), shall be and is hereby in all
respects approved and the Underwriters are hereby authorized to use and distribute said final
Official Statement, dated July 12, 2016, in the reoffering, sale and delivery of the Certificates to
the public. The Mayor or Mayor Pro Tem and City Secretary are further authorized to deliver for
and on behalf of the City copies of said Official Statement in final form as may be required by
the Underwriters, and such final Official Statement in the form and content authorized to be
delivered by said officials shall be deemed to be approved by the City Council and constitute the
Official Statement authorized for distribution and use by the Underwriters,

SECTION 25: Proceeds of Sale. The proceeds of sale of the Certificates, excluding
amounts to pay costs of issuance, shall be deposited in a construction fund maintained at a
depository bank of the City. Pending expenditure for authorized projects and purposes, such
proceeds of sale may be invested in authorized investments in accordance with the provisions
of Texas Government Code, Chapter 2256, as amended, including guaranteed investment
contracts permitted by Texas Govemment Code, Section 2256.015 et seq., as amended, and
the City's investment policies and guidelines, and any investment eamings realized may be
expended for such authorized projects and purposes or deposited in the Certificate Fund as
shall be determined by the City Council. Any surplus proceeds of sale of the Certificates,
including investment earnings, remaining after completion of all authorized projects or purposes
shall be deposited to the credit of the Certificate Fund.

SECTION 26: Control and Custody of Certificates. The Mayor of the City shall be and is
hereby authorized to take and have charge of all necessary orders and records pending the sale
of the Certificates, the investigation by the Attorney General of the State of Texas, including the
printing and supply of definitive Certificates, and shall take and have charge and control of the
Initial Certificate(s) pending the approval thereof by the Aftorney General, the registration
thereof by the Comptrolier of Public Accounts and the delivery thereof to the Underwriters.

SECTION 27: Notices to Holders Waiver. Wherever this Ordinance provides for nofice
to Holders of any event, such notice shall be sufficiently given (unless otherwise herein
expressly provided) if in writing and sent by United States Mail, first class postage prepaid, to
the address of each Holder appearing in the Security Register at the close of business on the
business day next preceding the mailing of such notice.

In any case where notice to Holders is given by mail, neither the failure to mail such
notice to any particular Holders, nor any defect in any notice so mailed, shall affect the
sufficiency of such notice with respect to all other Certificates. Where this Ordinance provides
for notice in any manner, such notice may be waived in writing by the Holder entitled to receive
such notice, either before or after the event with respect to which such notice is given, and such
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waiver shall be the equivalent of such notice. Waivers of notice by Holders shall be filed with
the Paying Agent/Registrar, but such filing shall not be a condition precedent to the validity of
any action taken in reliance upon such waiver.

SECTION 28: Cancellation. All Certificates surrendered for payment, redemption,
tfransfer, exchange, or replacement, if surrendered to the Paying Agent/Registrar, shall be
promptly cancelled by it and, if surrendered {o the City, shall be delivered to the Paying
Agent/Registrar and, if not already cancelled, shall be promptly cancelled by the Paying
Agent/Registrar. The City may at any time deliver to the Paying Agent/Registrar for cancellation
any Certificates previously certified or registered and delivered which the City may have
acquired in any manner whatsoever, and all Certificates so delivered shall be promptly
cancelied by the Paying Agent/Registrar. All cancelled Certificates held by the Paying
Agent/Registrar shall be returned to the City.

SECTION 29: Bond Counsel's Opinion. The Underwriters’ obligation to accept delivery
of the Certificates is subject to being furnished a final opinion of Norton Rose Fulbright US LLP,
Dallas, Texas, Bond Counsel o the City, approving the Certificates as to their validity, said
opinion o be dated and delivered as of the date of delivery and payment for the Certificates. An
executed counterpart of said opinion shall accompany the global certificates deposited with DTC
or a reproduction thereof shall be printed on the definitive Certificates in the event the book-
entry-only system shall be discontinued.

SECTION 30: CUSIP_Numbers. CUSIP numbers may be printed or typed on the
definitive Certificates. |t is expressly provided, however, that the presence or absence of CUSIP
numbers on the definitive Certificates shall be of no significance or effect as regards the legality
thereof and neither the City nor attorneys approving the Certificates as to legality are to be held
responsible for CUSIP numbers incorrectly printed or typed on the definitive Certificates.

SECTION 31: Benefits of Ordinance. Nothing in this Ordinance, expressed or implied,
is intended or shall be construed to confer upon any person other than the City, the Paying
Agent/Registrar and the Holders, any right, remedy, or claim, legal or equitable, under or by
reason of this Ordinance or any provision hereof, and this Ordinance and all its provisions is
intended to be and shall be for the sole and exclusive benefit of the City, the Paying
Agent/Registrar and the Holders.

SECTION 32: [nconsistent Provisians. All ordinances, orders or resolutions, or parts
thereof, which are in conflict or inconsistent with any provision of this Ordinance are hereby
repealed to the extent of such conflict, and the provisions of this Ordinance shall be and remain
controlling as to the matters contained herein.

SECTION 33: Governing Law. This Ordinance shall be construed and enforced in
accordance with the laws of the State of Texas and the United States of America.

SECTION 34: Effect of Headings. The Section headings herein are for convenience of
reference only and shall not affect the construction hereof.

SECTION 35: Construction of Terms. If appropriate in the context of this Ordinance,
words of the singular number shall be considered to include the plural, words of the plural
number shall be considered to include the singular, and words of the masculine, feminine or
neuter gender shall be considered to include the other genders.
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SECTION 36: Continuing Disclosure Undertaking.

(a) Definitions. As used in this Section, the following terms have the meanings
ascribed to such terms below:

“*MSRB" means the Municipal Securities Rulemaking Board.
“Rule” means SEC Rule 15¢2-12, as amended from time to time.
“SEC" means the United States Securities and Exchange Commission.

(b) Annual Reports. The City shall provide annually to the MSRB (1) within six
months after the end of each fiscal year ending in or after 2016, financial information and
operating data with respect to the City of the general type of information contained in 1 through
6, 8 through 14, 19 and 20 in the Official Statement, and (2) within twelve months after the end
of each fiscal year ending in or after 2016, audited financial statements of the City. Any
financial statements so provided shall be prepared in accordance with the accounting principles
described in described in Appendix B to the Official Statement, or such other accounting
principles as the City may be required to employ from time to time pursuant to state law or
regulation. If audited financial statements are not available within 12 months after the end of
any fiscal year, the City will provide unaudited financial statements by the required time, and
audited financial statements when and if such audited financial statements become available.

Iif the City changes its fiscal year, it will notify the MSRB of the change (and of the date
of the new fiscal year end) prior to the next date by which the City otherwise would be required
to provide financial information and operating data pursuant to this Section.

The financial information and operating data to be provided pursuant to this Section may
be set forth in full in one or more documents or may be included by specific reference to any
document available to the public on the MSRB'’s Internet Web site or filed with the SEC.

{c) Notice of Certain Events. The City shall provide notice of any of the following
events with respect to the Certificates to the MSRB in a timely manner and not more than 10
business days after occurrence of the event;

(n Principal and interest payment delinquencies;
(2) Non-payment related defaults, if material;
(3) Unscheduled draws on debt service reserves reflecting financial

difficulties;

(4) Unscheduled draws on credit enhancements reflecting financial
difficulties;

(5) Substitution of credit or liquidity providers, or their failure to
perform;

(6) Adverse tax opinions, the issuance by the Internal Revenue
Service of proposed or final determinations of taxability, Notices of
Proposed Issue (IRS Form 5701-TEB), or other material notices or
determinations with respect to the tax status of the Certificates, or
other material events affecting the tax status of the Certificates;

(7N Modifications to rights of holders of the Certificates, if material;

(8) Certificate calls, if material, and tender offers;

(9) Defeasances;

27360327.3/11600971 27 1480

Celina Response to Staff 3-7



(10) Release, substitution, or sale of property securing repayment of
the Certificates, if material;

(11) Rating changes;

(12) Bankruptcy, insolvency, receivership, or similar event of the City,
which shall occur as described below;

{13) The consummation of a merger, consolidation, or acquisition
involving the City or the sale of all or substantially all of its assets,
other than in the ordinary course of business, the entry into of a
definitive agreement to undertake such an action or the
termination of a definitive agreement relating to any such actions,
other than pursuant to its terms, if material; and

(14)  Appointment of a successor or additional trustee or the change of
name of a trustee, if material.

For these purposes, any event described in the immediately preceding subsection (c)12
is considered to occur when any of the following occur: the appointment of a receiver, fiscal
agent, or similar officer for the City in a proceeding under the United States Bankruptcy Code or
in any other proceeding under state or federal law in which a court or governmental authority
has assumed jurisdiction over substantially all of the assets or business of the City, or if such
jurisdiction has been assumed by leaving the existing governing body and officials or officers in
possession but subject to the supervision and orders of a court or governmental authority, or the
entry of an order confirming a plan of reorganization, arrangement, or liquidation by a court or
governmental authority having supervision or jurisdiction over substantially all of the assets or
business of the City.

The City shall notify the MSRB, in a timely manner, of any failure by the City to provide
financial information or operating data in accordance with subsection (b) of this Section by the
time required by such Section.

(d) Filings with the MSRB. All financial information, operating data, financial
statements, notices and other documents provided to the MSRB in accordance with this Section
shall be provided in an electronic format prescribed by the MSRB and shall be accompanied by
identifying information as prescribed by the MSRB.

(e) Limitations, Disclaimers and Amendments. The City shall be obligated to
observe and perform the covenants specified in this Section for so long as, but only for so long
as, the City remains an “obligated person” with respect to the Certificates within the meaning of
the Rule, except that the City in any event will give the notice required by subsection (c) of this
Section of any Certificate calls and defeasance that cause the City to be no longer such an
“obligated person.”

The provisions of this Section are for the sole benefit of the Holders and beneficial
owners of the Certificates; and, nothing in this Section, express or implied, shall give any benefit
or any legal or equitable right, remedy, or claim hereunder to any other person. The City
undertakes to provide only the financial information, operating data, financial statements, and
notices which it has expressly agreed to provide pursuant to this Section. Except as expressly
provided within this Section, the City does not undertake to provide any other information,
whether or not it may be relevant or material to a complete presentation of the City’s financial
results, condition, or prospects; nor does the City undertake to update any information provided
in accordance with this Section or otherwise. Furthermore, the City does not make any
representation or warranty concerning such information or its usefulness to a decision to invest
in or sell Certificates at any future date.
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UNDER NO CIRCUMSTANCES SHALL THE CITY BE LIABLE TO THE HOLDER OR
BENEFICIAL OWNER OF ANY CERTIFICATE OR ANY OTHER PERSON, IN CONTRACT OR
TORT, FOR DAMAGES RESULTING IN WHOLE OR IN PART FROM ANY BREACH BY THE
CITY, WHETHER NEGLIGENT OR WITHOUT FAULT ON ITS PART, OF ANY COVENANT
SPECIFIED IN THIS SECTION, BUT EVERY RIGHT AND REMEDY OF ANY SUCH PERSON,
IN CONTRACT OR TORT, FOR OR ON ACCOUNT OF ANY SUCH BREACH SHALL BE
LIMITED TO AN ACTION FOR MANDAMUS OR SPECIFIC PERFORMANCE.

No default by the City in observing or performing its obligations under this Section shall
constitute a breach of or default under this Ordinance for purposes of any other provision of this
Ordinance.

Nothing in this Section is intended or shall act to disclaim, waive, or otherwise limit the
duties of the City under federal and state securities laws.

Notwithstanding anything herein to the contrary, the provisions of this Section may be
amended by the City from time to time to adapt to changed circumstances resulting from a
change in legal requirements, a change in law, or a change in the identity, nature, status, or
type of operations of the City, but only if (1) the provisions of this Section, as so amended,
would have permitted an underwriter to purchase or sell Certificates in the primary offering of
the Cerlificates in compliance with the Rule, taking into account any amendmenis or
interpretations of the Rule to the date of such amendment, as well as such changed
circumstances, and (2) either (a) the Holders of a majority in aggregate principal amount (or any
greater amount required by any other provision of this Ordinance that authorizes such an
amendment) of the Outstanding Certificates consent to such amendment or (b) a person that is
unaffiliated with the City (such as nationally recognized bond counsel) determines that such
amendment will not materially impair the interests of the Holders and beneficial owners of the
Certificates. The provisions of this Section may also be amended from time to time or repealed
by the City if the SEC amends or repeals the applicable provisions of the Rule or a court of final
jurisdiction determines that such provisions are invalid, but only if and to the extent that
reservation of the City’s right to do so would not prevent underwriters of the initial public offering
of the Certificates from lawfully purchasing or selling Certificates in such offering. If the City so
amends the provisions of this Section, it shall include with any amended financial information or
operating data next provided pursuant to subsection (b) of this Section an explanation, in
narrative form, of the reasons for the amendment and of the impact of any change in the type of
financial information or operating data so provided.

SECTION 37; Severability. If any provision of this Ordinance or the application thereof
to any circumstance shall be held to be invalid, the remainder of this Ordinance and the
application thereof to other circumstances shall nevertheless be valid, and the City Council
hereby declares that this Ordinance would have been enacted without such invalid provision.

SECTION 38: Further Procedures. Any one or more of the Mayor, Mayor Pro Tem, City
Manager, Interim City Manager, Director of Finance and City Secretary are hereby expressly
authorized, empowered and directed from time to time and at any time to do and perform all
such acts and things and to execute, acknowledge and deliver in the name and on behalf of the
City all agreements, instruments, cenrtificates or other documents, whether mentioned herein or
not, as may be necessary or desirable in order to carry out the terms and provisions of this
Ordinance and the issuance of the Certificates. in addition, prior to the initial delivery of the
Certificates, the Mayor, Mayor Pro Tem, City Manager, Interim City Manager, Director of
Finance and City Secretary or Bond Counsel to the City are each hereby authorized and
directed to approve any changes or corrections to this Ordinance or to any of the documents
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authorized and approved by this Ordinance: (i) in order to cure any ambiguity, formal defect or
omission in the Ordinance or such other document; or (ii) as requested by the Attorney General
of the State of Texas or his representative to obtain the approval of the Certificates by the
Attorney General and if such officer or counsel determines that such changes are consistent
with the intent and purpose of the Ordinance, which determination shall be final. In the event
that any officer of the City whose signature shall appear on any document shall cease to be
such officer before the delivery of such document, such signature nevertheless shall be valid
and sufficient for all purposes the same as if such officer had remained in office until such
delivery.

SECTION 39: Incorporation of Findings and Determinations. The findings and
determinations of the City Council contained in the preamble hereof are hereby incorporated by
reference and made a part of this Ordinance for all purposes as if the same were restated in full
in this Section.

SECTION 40: Public Meeting. lt is officially found, determined, and declared that the
meeting at which this Ordinance is adopted was open to the public and public notice of the time,
place, and subject matter of the public business to be considered at such meeting, including this
Ordinance, was given, all as required by Texas Government Code, Chapter 551, as amended.

SECTION 41: Effective Date. This Ordinance shall take effect and be in full force from
and after its adoption on the date shown below in accordance with Texas Government Code,
Section 1201.028, as amended.

[Remainder of page left blank intentionally]
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PASSED AND ADOPTED, this July 19, 20186.
CITY OF CELINA, TEXAS

Mayor
ATTEST:
Ve b ;Chuz%m
City Secretary
f
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EXHIBIT A
PAYING AGENT/REGISTRAR AGREEMENT
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PAYING AGENT/REGISTRAR AGREEMENT

THIS AGREEMENT is entered into as of July 19, 2016 (this "Agreement’), by and
between U.S. Bank National Association, a banking association duly organized and existing
under the laws of the United States of America, or its successors (the “Bank’) and the City of
Celina, Texas (the “Issuer”),

.RECITALS

WHEREAS, the Issuer has duly authorized and provided for the issuance of its “City of
Celina, Texas, Tax and Waterworks and Sewer System (Limited Pledge) Revenue Certificates
of Obligation, Series 2016” (the “Securities”), dated July 1, 2016, such Securities scheduled to
be delivered to the initial purchasers thereof on or about August 10, 2016; and

WHEREAS, the Issuer has selected the Bank to serve as Paying Agent/Registrar in
connection with the payment of the principal of, premium, if any, and interest on said Securities
and with respect to the registration, transfer and exchange thereof by the registered owners
thereof; and

WHEREAS, the Bank has agreed to serve in such capacities for and on behalf of the
Issuer and has full power and authority to perform and serve as Paying Agent/Registrar for the
Securities;

NOW, THEREFORE, it is mutually agreed as follows:

ARTICLE ONE.
APPOINTMENT OF BANK AS PAYING AGENT AND REGISTRAR

Section 1.01 Appointment. The Issuer hereby appoints the Bank to serve as Paying
Agent with respect to the Securities, and, as Paying Agent for the Securities, the Bank shall be
responsible for paying on behalf of the Issuer the principal, premium (if any), and interest on the
Securities as the same become due and payable to the registered owners thereof; all in
accordance with this Agreement and the "Authorizing Document” (hereinafter defined). The
Issuer hereby appoints the Bank as Registrar with respect {o the Securities and, as Registrar for
the Securities, the Bank shall keep and maintain for and on behalf of the Issuer books and
records as to the ownership of said Securities and with respect to the transfer and exchange
thereof as provided herein and in the Authorizing Document.

The Bank hereby accepts its appointment, and agrees to serve as the Paying Agent and
Registrar for the Securities.

Section 1.02 Compensation. As compensation for the Bank’s services as Paying
Agent/Registrar, the Issuer hereby agrees to pay the Bank the fees and amounts set forth in
Annex A attached hereto.

In addition, the Issuer agrees to reimburse the Bank upon its request for all reasonable
expenses, disbursements and advances incurred or made by the Bank in accordance with any
of the provisions hereof (including the reasonable compensation and the expenses and
disbursements of its agents and counsel).
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ARTICLE TWO
DEFINITIONS

Section 2.01 Definitions. For all purposes of this Agreement, except as otherwise
expressly provided or unless the context otherwise requires:

“Acceleration Date” on any Security means the date, if any, on and after
which the principal or any or all installments of interest, or both, are due and
payable on any Security which has become accelerated pursuant to the terms of
the Security.

“Authorizing Document” means the resolution, order, or ordinance of the .
governing body of the Issuer pursuant to which the Securities are issued, as the
same may be amended or modified, including any pricing certificate related
thereto, certified by the secretary or any other officer of the Issuer and delivered
to the Bank.

“Bank Office” means the designated office of the Bank at the address
shown in Seclion 3.01 hereof. The Bank will notify the Issuer in writing of any
change in location of the Bank Office.

“Holder” and “Security Holder” each means the Person in whose name a
Security is registered in the Security Register.

“Person™ means any individual, corporation, partnership, joint venture,
association, joint stock company, trust, unincorporated organization or
government or any agency or political subdivision of a government.

“Predecessor Securities” of any particular Security means every previous
Security evidencing all or a portion of the same obligation as that evidenced by
such particular Security (and, for the purposes of this definition, any mutilated,
lost, destroyed, or stolen Security for which a replacement Security has been
registered and delivered in lieu thereof pursuant to Section 4.06 hereof and the
Authorizing Document).

“Redemption Date”, when used with respect fo any Security to be
redeemed, means the date fixed for such redemption pursuant to the terms of the
Authorizing Document.

“Responsible Officer”, when used with respect to the Bank, means the
Chairman or Vice-Chairman of the Board of Directors, the Chairman or
Vice-Chairman of the Executive Committee of the Board of Directors, the
President, any Vice President, the Secretary, any Assistant Secretary, the
Treasurer, any Assistant Treasurer, the Cashier, any Assistant Cashier, any
Trust Officer or Assistant Trust Officer, or any other officer of the Bank
customarily performing functions similar to those performed by any of the above
designated officers and also means, with respect to a particular corporate trust
matter, any other officer to whom such matter is referred because of his
knowledge of and familiarity with the particular subject.
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"Security Register” means a register maintained by the Bank on behalf of
the Issuer providing for the registration and transfers of Securities.

“Stated Maturity” means_the date specified in the Authorizing Document
the principal of a Security is scheduled to be due and payable.

Section 2.02 Other Definitions. The terms “Bank,” “Issuer,” and “Securities
(Security)” have the meanings assigned fo them in the recital paragraphs of this Agreement.

The term “Paying Agent/Registrar” refers to the Bank in the performance of the duties
and functions of this Agreement.

ARTICLE THREE
PAYING AGENT

Section 3.01 Dutles of Paying Agent. As Paying Agent, the Bank shall pay, provided
adequate collected funds have been provided to it for such purpose by or on behalf of the
Issuer, on behalf of the Issuer the principal of each Security at its Stated Maturity, Redemption
Date or Acceleration Date, to the Holder upon surrender of the Security to the Bank at the
following address: .

U.S. Bank National Association
Attention: Bond Operations

111 Fillmore Avenue East

St. Paul, Minnesota 55107-1402

As Paying Agent, the Bank shall, provided adequate collected funds have been provided
to it for such purpose by or on behalf of the Issuer, pay on behalf of the Issuer the interest on
each Security when due, by computing the amount of interest to be paid each Holder and
making payment thereof to the Holders of the Securities (or their Predecessor Securities) on the
Record Date (as defined in the Authorizing Document). All payments of principal and/or interest
on the Securities to the registered owners shall be accomplished (1) by the issuance of checks,
payable to the registered owners, drawn on the paying agent account provided in Section 5.05
hereof, sent by United States mail, first class postage prepaid, to the address appearing on the
Security Register or {2) by such other method, acceptable to the Bank, requested in writing by
the Holder at the Holder’s risk and expense.

Section 3.02 Payment Dates. The Issuer hereby instructs the Bank to pay the
principal of and interest on the Securities on the dates specified in the Authorizing Document.

ARTICLE FOUR
REGISTRAR

Section 4.01 Security Register - Transfers and Exchanges. The Bank agrees to
keep and maintain for and on behalf of the Issuer at the Bank Office books and records (herein
sometimes referred to as the “"Security Register”) for recording the names and addresses of the
Holders of the Securities, the transfer, exchange and replacement of the Securities and the
payment of the principal of and interest on the Securities to the Holders and containing such
other information as may be reasonably required by the Issuer and subject to such reasonable
regulations as the Issuer and the Bank may prescribe. The Bank represents and warrants its
office in Dallas, Texas will at all times have immediate access to the Security Register by
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electronic or other means and will be capable at all times of producing a hard copy of the
Security Register at its Dallas office for use by the Issuer. All transfers, exchanges and
replacements of Securities shall be noted in the Security Register.

Every Security surrendered for transfer or exchange shall be duly endorsed or be
accompanied by a written instrument of transfer, the signature on which has been guaranteed
by an officer of a federal or state bank or a member of the National Association of Securities
Dealers, such written instrument to be in a form satisfactory to the Bank and duly executed by
the Holder thereof or his agent duly authorized in writing.

The Bank ‘may request any supporting documentation it feels necessary to effect a
re-registration, transfer or exchange of the Securities.

To the extent possible and under reasonable circumstances, the Bank agrees that, in
relation to an exchange or transfer of Securities, the exchange or transfer by the Holders thereof
will be completed and new Securities delivered to the Holder or the assignee of the Holder in
not more than three (3) business days after the receipt of the Securities to be cancelled in an
exchange or transfer and the written instrument of transfer or request for exchange duly
executed by the Holder, or his duly authorized agent, in form and manner satisfactory to the
Paying Agent/Registrar.

Section 4.02 Securities. The Issuer shall provide additional Securities when needed
to facilitate {ransfers or exchanges thereof. The Bank covenants that such additional Securities,
if and when provided, will be kept in safekeeping pending their use and reasonable care will be
exercised by the Bank in maintaining such Securities in safekeeping, which shall be not less
than the care maintained by the Bank for debt securities of other governments or corporations
for which it serves as registrar, or that is maintained for its own securities.

Section 4.03 Form of Security Register. The Bank, as Registrar, will maintain the
Security Register relating to the registration, payment, transfer and exchange of the Securities
in accordance with the Bank’s general practices and procedures in effect from time to time. The
Bank shall not be obligated to maintain such Security Register in any form other than those
which the Bank has currently available and currently utilizes at the time.

The Security Register may be maintained in written form or in any other form capable of
being converted into written form within a reasonable time.,

Section 4.04 List of Security Holders. The Bank will provide the issuer at any time
requested by the Issuer, upon payment of the required fee, a copy of the information contained
in the Security Register. The Issuer may also inspect the information contained in the Security
Register at any time the Bank is customarily open for business, provided that reasonable time is
allowed the Bank to provide an up-to-date listing or to convert the information into written form.

The Bank will not release or disclose the contents of the Security Register to any person
other than to, or at the written request of, an authorized officer or employee of the Issuer, except
upon receipt of a court order or as otherwise required by law. Upon receipt of a court order and
prior to the release or disclosure of the contents of the Security Register, the Bank will notify the
Issuer so that the Issuer may contest the court ofder or such release or disclosure of the
contents of the Security Register.

Section 4.05 Return of Cancelled Securities. The Bank will, at such reasonable
intervals as it determines, surrender fo the Issuer, all Securities in lieu of which or in exchange
for which other Securities have been issued, or which have been paid.
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Section 4.06 Mutilated, Destroyed, Lost or Stolen Securities. The Issuer hereby
instructs the Bank, subject to the provisions of the Authorizing Document, to deliver and issue
Securities in exchange for or in lieu of mutilated, destroyed, lost, or stolen Securities as long as
the same does not result in an overissuance.

In case any Security shall be mutilated, destroyed, lost or stolen, the Bank may execute
and deliver a replacement Security of like form and tenor, and in the same denomination and
bearing a number not contemporaneously outstanding, in exchange and substitution for such
mutilated Security, or in lieu of and in substitution for such mutilated, destroyed, lost or stolen
Security, only upon the approval of the Issuer and after (i) the filing by the Holder thereof with
the Bank of evidence satisfagtory to the Bank of the destruction, loss or theft of such Security,
and of the authenticity of the ownership thereof and (ii) the fumishing to the Bank of
indemnification in an amount safisfactory to hold the Issuer and the Bank harmless. All
expenses and charges associated with such indemnity and with the preparation, execution and
delivery of a replacement Security shall be borne by the Holder of the Security mutilated,
destroyed, lost or stolen.

Section 4.07 Transaction Information to Issuer. The Bank will, within a reasonable
time after receipt of written request from the Issuer, furnish the Issuer information as to the
Securities it has paid pursuant to Section 3.01, Securities it has delivered upon the transfer or
exchange of any Securities pursuant to Section 4.01, and Securities it has delivered in
exchange for or in lieu of mutilated, destroyed, lost, or stolen Securities pursuant to
Section 4.06.

ARTICLE FIVE
THE BANK

Section 5.01 Duties of Bank. The Bank undertakes to perform the duties set forth
herein and agrees to use reasonable care in the performance thereof.

Section 5.02 Reliance on Documents, Etc.

(a) The Bank may conclusively rely, as to the truth of the statements and
correctness of the opinians expressed therein, on certificates or opinions furnished fo the Bank.

(b) The Bank shall not be liable for any error of judgment made in good faith by a
Responsible Officer, unless it shall be proved that the Bank was negligent in ascertaining the
pertinent facts.

(c) No provisions of this Agreement shall require the Bank to expend or risk its own
funds or otherwise incur any financial liability for performance of any of its duties hereunder, or
in the exercise of any of its rights or powers, if it shall have reasonable grounds for believing
that repayment of such funds or adequate indemnity satisfactory to it against such risks or
liability is not assured to it.

(d) The Bank may rely and shall be protected in acting or refraining from acting upon
any resolution, certificate, staiement, instrument, opinion, report, notice, request, direction,
consent, order, bond, note, security or other paper or document believed by it to be genuine and
to have been signed or presented by the proper party or parties. Without limiting the generality
of the foregoing statement, the Bank need not examine the ownership of any Securities, but is
protected in acting upon receipt of Securities containing an endorsement or instruction of
transfer or power of transfer which appears on ifs face to be signed by the Holder or an agent
of the Holder. The Bank shall not be bound to make any investigation into the facts or matters
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stated in a resolution, certificate, statement, instrument, opinion, report, notice, request,
direction, consent, order, bond, note, security or other paper or document supplied by the
Issuer.

(¢)  The Bank may consult with counsel, and the written advice of such counsel or
any opinion of counsel shall be full and complete authorization and protection with respect 1o
any action taken, suffered, or omitted by it hereunder in good faith and in reliance thereon.

() The Bank may exercise any of the powers hereunder and perform any duties
hereunder either directly or by or through agents or attorneys of the Bank.

(g) The Bank is also authorized to transfer funds relating to the closing and initial
delivery of the Securities in the manner disclosed in the closing memorandum or letter as
prepared by the Issuer, Issuer's financial advisor or other agent. The Bank may act on a
facsimile or e-mail transmission of the closing memorandum or letter acknowledged by the
Issuer, the Issuer’s financial advisor or other agent as the final closing memorandum or letter.
The Bank shall not be liable for any losses, costs or expenses arising directly or indirectly from
the Bank’s reliance upon and compliance with such instructions.

‘Section 5.03 Recitals of Issuer. The recitals contained herein with respect to the
Issuer and in the Securities shall be taken as the statements of the Issuer, and the Bank
assumes no responsibility for their correctness.

The Bank shall in no event be liable to the Issuer, any Holder or Holders of any Security,
or any other Person for any amount due on any Security from its own funds.

Section 5.04 May Hold Securities. The Bank, in its individual or any other capacity,
may become the owner or pledgee of Securities and may otherwise deal with the Issuer with the
same rights it would have if it were not the Paying Agent/Registrar, or any other agent.

Section 5.05 Moneys Held by Bank - Paying Agent Account/Collateralization. A
paying agent account shall at all times be kept and maintained by the Bank for the receipt,
safekeeping, and disbursement of moneys received from the Issuer under this Agreement for
the payment of the Securities, and money deposited to the credit of such account until paid to
the Holders of the Securities shall be continuously collateralized by securities or obligations
which qualify and are eligible under both the laws of the State of Texas and the laws of the
United States of America to secure and be pledged as collateral for paying agent accounts to
the extent such money is not insured by the Federal Deposit Insurance Corporation. Payments
made from such paying agent account shall be made by check drawn on such account unless
the owner of the Securities shall, at its own expense and risk, request an alternative method of
payment.

Subject to the applicable unclaimed property laws of the State of Texas, any money
deposited with the Bank for the payment of the principal of, premium (if any), or interest on any
Security and remaining unclaimed for three years after final maturity of the Security has become
due and payable will be held by the Bank and disposed of only in accordance with Title 6 of the
Texas Property Code, as amended. The Bank shail have no liability by virtue of actions taken in
compliance with this provision.

The Bank is not obligated to pay interest on any money received by it under this
Agreement.
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This Agreement relates solely o money deposited for the purposes described herein,
and the parties agree that the Bank may serve as depository for other funds of the Issuer, act as
trustee under indentures authorizing other bond transactions of the Issuer, or act In any other
capacity not in conflict with its duties hereunder.

Section 5.06 Indemnification. To the exient pemmitied by law, the Issuer agrees to
indemnify the Bank for, and hold it harmless against, any loss, liability, or expense incurred
without negligence or bad faith on its part, arising out of or in connection with its acceptance or
administration of its duties hereunder, including the cost and expense against any claim or
liability in connection with the exercise or performance of any of its powers or duties under this
Agreement. ’

Section 5.07 Interpleader. The Issuer and the Bank agree that the Bank may seek
adjudication of any adverse claim, demand, or controversy over its person as well as funds on
deposit, in either a Federal or State District Court located in the state and county where the
administrative office of the Issuer is located, and agree that service of process by certified or
registered mail, return receipt requested, to the address referred to in Section 6.03 of this
Agreement shall constitute adequate service. The Issuer and the Bank further agree that the
Bank has the right to file a Bill of Interpleader in any court of competent jurisdiction in the State
of Texas to determine the rights of any Person claiming any interest herein.

Section 5.08 DTC Services. It is hereby represented and warranted that, in the event
the Securities are otherwise qualified and accepted for “Depository Trust Company” services or
equivalent depository trust services by other organizations, the Bank has the capability and, to
the extent within its control, will comply with the “Operational Arrangements”, which establishes
requirements for securities to be eligible for such type depository trust services, including, but
not limited to, requirements for the timeliness of payments and funds availability, transfer
turnaround time, and notification of redemptions and calls.

ARTICLE SIX
MISCELLANEOUS PROVISIONS

Section 6.01 Amendment. This Agreement may be amended only by an agreement in
writing signed by both of the parties hereto.

Section 6.02 Assignment This Agreement may not be assigned by either party
without the prior written consent of the other.

Section 6.03 Notices. Any request, demand, authorization, direction, notice, consent,
waiver, or other document provided or permitted hereby to be given or fumished to the Issuer or
the Bank shall be mailed or delivered {o the Issuer or the Bank, respectively, at the addresses
shown on the signature page(s) hereof,

Section 6.04 Effect of Headings. The Article and Section headings herein are for
convenience of reference only and shall not affect the construction hereof.

Section 6.05 Successors and Assigns. All covenants and agreements herein by the
Issuer shall bind its successors and assigns, whether so expressed or not,
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Section 6.06 Severability. In case any provision herein shall be invalid, illegal, or
unenforceable, the validity, legality, and enforceability of the remaining provisions shall not in
any way be affected or impaired thereby.

Section 6.07 Merger, Conversion, Consolidation, or Succession. Any corporation

or association into which the Bank may be merged or converted or with which it may be
consolidated, or any corporation or association resulting from any merger, conversion, or
consolidation to which the Bank shall be a party, or any corporation or association succeeding
to all or substantially all of the corporate trust business of the Bank shall be the successor of the
Bank as Paying Agent under this Agreement without the execution or filing of any paper or any
further act on the part of either parties hereto.

Section 6.08 Benefits of Agreement. Nothing herein, express or implied, shall give to
any Person, other than the parties hereto and their successors hereunder, any benefit or any
legal or equitable right, remedy, or claim hereunder.

Section 6.09 Entire Agreement. This Agreement and the Authorizing Document
constitute the entire agreement between the parties hereto relative to the Bank acting as Paying
Agent/Registrar and if any conflict exists between this Agreement and the Authorizing
Document, the Authorizing Document shall govern.

Section 6.10 Counterparts. This Agreement may be executed in any number of
counterparts, each of which shall be deemed an original and all of which shall constitute one
and the same Agreement.

Section 6.11 Termination. This Agreement will terminate (i) on the date of final
payment of the principal of and interest on the Securities to the Holders thereof or (ii) may be
earlier terminated by either party upon sixty (60) days written notice; provided, however, an
early termination of this Agreement by either party shall not be effective until (a) a successor
Paying Agent/Registrar has been appointed by the Issuer and such appointment accepted and
(b} notice has been given to the Holders of the Securities of the appointment of a successor
Paying Agent/Registrar. However, if the Issuer fails to appoint a successor Paying
Agent/Registrar within a reasonable time, the Bank may petition a court of competent
jurisdiction within the State of Texas fo appoint a successor. Furthermore, the Bank and the
Issuer mutually agree that the effective date of an early termination of this Agreement shall not
occur at any time which would disrupt, delay or otherwise adversely affect the payment of the
Securities.

Upon an early termination of this Agreement, the Bank agrees to promptly transfer and
deliver the Security Register (or a copy thereof), together with the other pertinent books and
records relating to the Securities, to the successor Paying Agent/Registrar designated and
appointed by the Issuer.

The provisions of Section 1.02 and of Article Five shall survive and remain in full force
and effect following the termination of this Agreement.

Section 6.12 Governing Law. This Agreement shall be construed in accordance with
and governed by the laws of the State of Texas.

[Remainder of page left blank intentionally.]
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the
day and year first above written.

U. S. BANK NATIONAL ASSOCIATION

By:

Title:

Address: 13737 Noel Road, Suite 800
Dallas, Texas 75240 :
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CITY OF CELINA, TEXAS

By:

. Mayor —

Address: 142 North Ohio Street
Celina, Texas 750009

Attest:

City Secretary
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05bank

Five Scar Sarvice Guacamteed (55

Corporate Trust Services
13737 Noel Road, Suite 800
Dallas, TX 75240

Schedule of Fees for Services as
Paying Agent, Registrar
For
CITY OF CELINA, TEXAS
TAX & WATERWORKS & SEWER SYSTEM (LIMITED PLEDGE) REVENUE COS, SERIES 2016
Administrative Fees Billed Annually

Paying Agent, Annual
Annual account administration fee covers the routine duties of paying agent and registrar $450
associated with the administration of the account.  Adminisiration fees are payable in advance. Annual

Direct Qut of Pocket Expenses
Reimbursement of expenses associated with the performance of our duties, including but not At Cost
limited to publications, fegal counse! after the initial close, travel expenses and filing fees.

Extraordinary Services
Extraordinary services are duties or responsibilities of an unusual nature, including termination,
but not provided for in the governing documents or otherwise set forth in this schedule, A
reasonable charge will be assessed based on the nature of the service and the responsibility
involved. At our option, these charges wili be billed at a fiat fee or at our hourly rate then in
effect. A $300 fee will be assessed on optional redemptions

Account approval is subject to review and qualification. Fees are subject to change at our discretion and upon written notice. Fees
paid in advance will' not be prorated. The fees set forth above and any subsequent modifications thereof are part of your
agreement. Finalization of the transaction constitutes agreement fo the above fee schedule, including agreement to any
subsequent changes upon proper written notice. In the event your transaction is not finalized, any related out-of-pocket expenses
wiil be bifled to you direclly. Absent your written instructions to sweep or otherwise invest, all sums in your account will remain
uninvested and no accrued interest or other compensation will be credited to the account. Payment of fees constitites acceplance
of the terms and conditions set forth,

IMPORTANT INFORMATION ABCUT PROCEDURES FOR OPENING A NEW ACCOUNT:

To help the government fight the funding of terrorism and money laundering activities, Federal law requires all ﬁnanctai Institutions
to obtain, verify and racord information that identifies each person who opens an account.

For a non-individual person such as a business entity, a charily, a Trust or other legal entity we will ask for documentation to verify
its formation and existence as a legal entity. We may also ask to see financial statements, licenses, idenfification and authorization
documents from individuals claiming authority fo represent the entity or other relevant documentation.

Dated: June 7, 2018
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OFFICIAL STATEMENT Rating:
S&P: “AA-"

Cmirgﬂmweknd«:es
* o (see “OTHER INFORMATION -
Dated August 8, 2017 Ratings” herein)

NEW ISSUE - Book-Entry-Only

In the opinion of Bond Counscl, intcrest on the Certificates will be excludable from gross income for federal income tax purposes
under existing law, subject to the matters described under "TAX MATTERS" herein, including the alternative minimum tax on
corporations.

THE CERTIFICATES HAVE NOT BEEN DESIGNATED
AS "QUALIFIED TAX-EXEMPT OBLIGATIONS" FOR FINANCIAL INSTITUTIONS

$9,500,000
CITY OF CELINA, TEXAS
(Collin and Denton Counties)
TAX AND WATERWORKS AND SEWER SYSTEM (LIMITED PLEDGE) REVENUE
CERTIFICATES OF OBLIGATION, SERIES 2017

Dated Date: August 1, 2617 Due: September 1, as shown on page 2
Interest accrues from date of delivery

PAYMENT TERMS. . . Interest on the $9,500,000 City of Celina, Texas, Tax and Waterworks and Sewer System (Limited Pledge) Revenue
Certificates of Obligation, Series 2017 (the "Certificates”) will accrue from the date of delivery (anticipated to be September 7, 2017), and
will be payable March 1 and September 1 of each year commencing March 1, 2018, until maturity or prior redemption, and will be
calculated on the basis of a 360-day year consisting of twelve 30-day months. The definitive Cextificates will be initially registered and
delivered only to Cede & Co., the nominee of The Depository Trust Company ("DTC") pursuant to the Book-Entry-Only System described
herein. Beneficial ownership of the Certificates may be acquired in denominations of $5,000 or integral multiplcs thercof within a maturity.
No physical delivery of the Certificates will be made to the beneficial owners thereof. Principal of, premium, if any, and interest on the
Certificates will be payable by the Paying Agent/Registrar to Cede & Co., which will make distribution of the amounts so paid to the
participating members of DTC for subsequent payment to the beneficial owners of the Certificates (see "THE CERTIFICATES - Book-
Entry-Only System" herein). The initial Paying Agent/Registrar is U.S. Bank National Association, Dallas, Texas (see "THE
CERTIFICATES - Paying Agent/Registrar™).

AUTHORITY FOR ISSUANCE . . . The Certificates are issued pursuant to the City’s Ilome Rule Charter, the Constitution and general laws of
the State of Texas (the “State™), particularly Subchapter C of Chapter 271, Texas Local Government Code, as amended, and constitute
direct obligations of the City of Celina, Texas (the “City”), payable from a combination of (i) the levy and collection of an annual ad
valorem tax, within the limits prescribed by law, on all taxable property within the City, and (ii) a limited pledge (not to exceed $1,000)
ofthe Net Revenues from the operation of the City's Waterworks and Sewer System, as provided in the ordinance authorizing the issuance
of the Certificates (the “Ordinance”) (see “THE CERTIFICATES — Authority for Issuance of the Certificates™).

PURPOSE. . . Proceeds from the sale of the Certificates will be used for the purpose of paying contractual obligations to be incurred for (i)
acquiring equipment and vehicles for the firc, parks and public works departments, (ii) constructing street improvements, including
drainage, landscaping, curbs, gutters, sidewalks, entryways, pedestrian pathways, signage and traffic signalization and the acquisition of
land and rights-of-way therefor, (iii) acquiring, constructing and equipping buildings, structures and facilities for the public works
department, City Hall, the fire department and the police department, (iv) the acquisition, installation and improvement of municipal
information technology systems, public safety and emergency management communications and radio systems, and public safety records
management systems, (v) constructing, improving and equipping park and recreational facilities, (vi) improving and extending the City’s
combined Waterworks and Sewer System, including the acquisition of land and rights-of-way therefor and (vii) professional services
rendered in connection with such projects and the financing thereof (together, the “Project”).

CUSIP PREFIX: 151141
MATURITY SCHEDULE & 9 DIGIT CUSIP
See Schedule on Page 2

LEGALITY ... The Certificates are offered for delivery when, as and if issued and received by the Initial Purchaser and subject to the
approving opinion of the Attorney General of Texas and the opinion of Norton Rose Fulbright US LLP, Bond Counsel, Dallas, Texas, (see
Appendix C, “Form of Bond Counsel's Opinion").

DELIVERY. . . It is expected that the Certificates will be available for delivery through DTC on September 7, 2017.
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MATURITY SCHEDULE

Principal Maturity  Interest Initial CUSIP
Amount 1-Sept Rate Yield  Suffix!?
$470,000 2018 3.250%  0.880%  TZ(1)
350,000 2019 3250%  1.000%  UA(4)
365,000 2020 3.250%  1.100%  UB(Q)
375,000 2021 3.250%  1.220%  UC(0)
385,000 2022 3.000%  1370%  UD(®)
395,000 2023 3.000%  1.550%  UE(6)
415,000 2024 3.000%  1.750%  UF(3)
425,000 2025 3.000%  1.950%  UG(1)
440,000 2026 3.000%  2.120%  UH(9)
450,000 2027 2.250%  2.350%  UX(S)
470,000 2028 2.500%  2.600%  UK(2)
485,000 2029 3.000%  2.740% P UL
495,000 2030 3.000%  2.820% @ UM(B)
515,000 2031 3.000%  2.900% @ UN(6)
530,000 2032 3.000%  3.000%  UP(1)
550,000 2033 3.000%  3.080%  UQ(9)
570,000 2034 3.000%  3.120%  UR(7)
585,000 2035 3.000%  3.150%  US(5)
605,000 2036 3.000%  3.180%  UT(3)
625,000 2037 3.125%  3.200%  UU(Q)

(Interest fo accrue from the date of delivery.)

CUSIP Prefix: 151141

(1) CUSIP is a registered trademark of the American Bankers Association. CUSIP data set forth herein is provided by CUSIP
Global Services managed by S&P Global Market Intelligence on behalf of The American Bankers Association. This data is
not intended to create a database and does not serve in any way as a substitute for CUSIP services. Neither the City, the
Financial Advisor nor the Purchasers shall be responsible for the selection or correctness of the CUSIP numbers set forth

herein.

(2) Yield shown is yield to first call date, September 1, 2027,

OPTIONAL REDEMPTION . . . The City reserves the right, at its option, to redeem Certificates having stated maturities on or after
September 1, 2028, in whole or in part, in principal amounts of $5,000, or any integral multiple thereof, on September 1, 2027, or
any date thereafier, at the par value thereof plus accrued interest to the date of redemption (see “THE CERTIFICATES - Optional

Redemption”).
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