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FORM OF BOND
NO. $

UNITED STATES OF AMERICA
STATE OF TEXAS

CITY OF AUSTIN, TEXAS
PUBLIC IMPROVEMENT REFUNDING BONDS,

SERIES 2008

MATURITY DATE INTEREST RATE DATE OF DELIVERY CUSIP

ON THE MATURITY DATE SPECIFIED ABOVE, THE CITY OF
AUSTIN, TEXAS (the "Issuer"), in the Counties of Travis and Williamson, hereby
promises to pay to

or to the registered assignee hereof (either being hereinafter called the "registered
owner") the principal amount of:

DOLLARS

and to pay interest thereon, from the Date of Delivery specified above, to the
maturity date specified above, at the rate of interest per annum specified above,
with said interest being payable on 1, 200_, and sermannually on each

1 and 1 thereafter; except that if the Paying Agent/Registrar's
Authentication Certificate appearing on the face of this Bond is dated later than

1, 200_, such interest is payable semiannually on each 1 and
1 following such date.

THE PRINCIPAL OF AND INTEREST ON this Bond are payable in lawful
money of the United States of America, without exchange or collection charges.
The principal of this Bond shall be paid to the registered owner hereof upon
presentation and surrender of this Bond at maturity at the designated corporate
trust office in , Texas (the "Designated Payment/Transfer Office"), of



., which is the "Paying Agent/Registrar" for this
Bond. The payment of interest on this Bond shall be made by the Paying
Agent/Registrar to the registered owner hereof as shown by the Registration Books
kept by the Paying Agent/Registrar at the close of business on the 15th day of the
month next preceding such interest payment date by check, dated as of such
interest payment date, drawn by the Paying Agent/Registrar on, and payable solely
from, funds of the Issuer required to be on deposit with the Paying Agent/Registrar
for such purpose as hereinafter provided; and such check shall be sent by the
Paying Agent/Registrar by United States mail, first-class postage prepaid, on each
such interest payment date, to the registered owner hereof at its address as it
appears on the Registration Books kept by the Paying Agent/Registrar, as
hereinafter described. Any accrued interest due at maturity shall be paid to the
registered owner upon presentation and surrender of this Bond for payment at the
Designated Payment/Transfer Office of the Paying Agent/Registrar. The Issuer
covenants with the registered owner of this Bond that no later than each principal
payment and/or interest payment date for this Bond it will make available to the
Paying Agent/Registrar from the Interest and Sinking Fund as defined by the
ordinance authorizing the Bonds (the "Ordinance") the amounts required to provide
for the payment, in immediately available funds, of all principal of and interest on
the Bonds, when due.

IN THE EVENT OF A NON-PAYMENT of interest on a scheduled
payment date, and for 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 Issuer. Notice of the Special Record Date and of the scheduled
payment date of the past due interest ("Special Payment Date", which shall be 15
days after the Special Record Date) shall be sent at least five business days prior to
the Special Record Date by United States mail, first class postage prepaid, to the
address of each registered owner of a Bond appearing on the registration books of
the Paying Agent/Registrar at the close of business on the last business day next
preceding the date of mailing of such notice.

IF THE DATE for the payment of the principal of or interest on this Bond
shall be a Saturday, Sunday, a legal holiday, or a day on which 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 on which 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. Notwithstanding the foregoing,
during any period in which ownership of the Bonds is determined only by a book
entry at a securities depository for the Bonds, any payment to the securities
depository, or its nominee or registered assigns, shall be made in accordance with
existing arrangements between the Issuer and the securities depository.

THIS BOND is one of a Series of Bonds of like tenor and effect except as to
number, principal amount, interest rate and maturity, authorized in accordance with
the Constitution and laws of the State of Texas, dated 1, 2008, in the
principal amount of $ , for the purpose of refunding those obligations
designated in the Ordinance as the "Refunded Obligations".

ON 1, 201 _, or on any date thereafter, the Bonds of this Series
maturing on 1, 201 _ and thereafter may be redeemed prior to their
scheduled maturities, at the option of the Issuer, in whole, or in part, at par and
accrued interest to the date fixed for redemption. The years of maturity of the
Bonds called for redemption at the option of the City prior to stated maturity shall
be selected by the City. The Bonds or portions thereof redeemed within a maturity
shall be selected by lot or other method by the Paying Agent/Registrar; provided,
that during any period in which ownership of the Bonds is determined only by a
book entry at a securities depository for the Bonds, if fewer than all of the Bonds
of the same maturity and bearing the same interest rate are to be redeemed, the
particular Bonds of such maturity and bearing such interest rate shall be selected in
accordance with the arrangements between the Issuer and the securities depository.

THE BONDS are also subject to mandatory redemption in part by lot
pursuant to the terms of the Ordinance, on 1 in each of the years 20
through 20 , inclusive, with respect to Bonds maturing 1, 20 , in the
following years and in the following amounts, at a price equal to the principal
amount thereof and accrued and unpaid interest to the date of redemption, without
premium:

Year Principal Amount

Final Maturity



To the extent, however, that Bonds subject to sinking fund redemption have been
previously purchased or called for redemption in part and otherwise than from a
sinking fund redemption payment, each annual sinking fund payment for such
Bond shall be reduced by the amount obtained by multiplying the principal amount
of Bonds so purchased or redeemed by the ratio which each remaining annual
sinking fund redemption payment for such Bonds bears to the total remaining
sinking fund payments, and by rounding each such payment to the nearest $5,000
integral; provided, that during any period in which ownership of the Bonds is
determined only by a book entry at a securities depository for the Bonds, the
particular Bonds to be called for mandatory redemption shall be selected in
accordance with the arrangements between the City and the securities depository.

AT LEAST 30 days prior to the date fixed for any such redemption a written
notice of such redemption shall be given to the registered owner of each Bond or a
portion thereof being called for redemption by depositing such notice in the United
States mail, first-class postage prepaid, addressed to each such registered owner at
his address shown on the Registration Books of the Paying Agent/Registrar, and to
major securities depositories, national bond rating agencies and bond information
services. By the date fixed for any such redemption due provision shall be made
by the Issuer with the Paying Agent/Registrar for the payment of the required
redemption price for this Bond or the portion hereof which is to be so redeemed,
plus accrued interest thereon to the date fixed for redemption. If such notice of
redemption is given, and if due provision for such payment is made, all as provided
above, this Bond, or the portion hereof which is to be so redeemed, thereby
automatically shall be redeemed prior to its scheduled maturity, and shall not bear
interest after the date fixed for its redemption, and shall not be regarded as being
outstanding except for the right of the registered owner to receive the redemption
price plus accrued interest to the date fixed for redemption from the Paying
Agent/Registrar out of the funds provided for such payment. The Paying
Agent/Registrar shall record in the Registration Books all such redemptions of
principal of this Bond or any portion hereof. If a portion of any Bond shall be
redeemed a substitute Bond or Bonds having the same maturity date, bearing
interest at the same rate, in any denomination or denominations in any integral
multiple of $5,000, at the written request of the registered owner, and in aggregate
principal amount equal to the unredeemed portion thereof, will be issued to the
registered owner upon the surrender thereof for cancellation, at the expense of the
Issuer, all as provided in the Ordinance.

ALL BONDS OF THIS SERIES are issuable solely as fully registered
bonds, without interest coupons, in the denomination of any integral multiple of



$5,000. As provided in the Ordinance, this Bond may, at the request of the
registered owner or the assignee or assignees hereof, be assigned, transferred, and
exchanged for a like aggregate principal amount of fully registered bonds, without
interest coupons, payable to the appropriate registered owner, assignee, or
assignees, as the case may be, having the same maturity date, and bearing interest
at the same rate, in any denomination or denominations in any integral multiple of
$5,000 as requested in writing by the appropriate registered owner, assignee, or
assignees, as the case may be, upon surrender of this Bond to the Paying
Agent/Registrar at its Designated Payment/Transfer Office for cancellation, all in
accordance with the form and procedures set forth in the Ordinance. Among other
requirements for such assignment and transfer, this Bond must be presented and
surrendered to the Paying Agent/Registrar, together with proper instruments of
assignment, in form and with guarantee of signatures satisfactory to the Paying
Agent/Registrar, evidencing assignment of this Bond or any portion or portions
hereof in any integral multiple of $5,000 to the assignee or assignees in whose
name or names this Bond or any such portion or portions hereof is or are to be
transferred and registered. The form of Assignment printed or endorsed on this
Bond may be executed by the registered owner to evidence the assignment hereof,
but such method is not exclusive, and other instruments of assignment satisfactory
to the Paying Agent/Registrar may be used to evidence the assignment of this Bond
or any portion or portions hereof from time to time by the registered owner. The
one requesting such exchange shall pay the Paying Agent/Registrar's reasonable
standard or customary fees and charges for exchanging any Bond or portion
thereof. The foregoing notwithstanding, in the case of the exchange of an assigned
and transferred Bond or Bonds or any portion or portions thereof, such fees and
charges of the Paying Agent/Registrar will be paid by the Issuer. In any
circumstance, any taxes or governmental charges required to be paid with respect
thereto shall be paid by the one requesting such assignment, transfer, or exchange
as a condition precedent to the exercise of such privilege. In any circumstance,
neither the City nor the Paying Agent/Registrar shall be required to transfer or
exchange any Bond so selected for redemption, in whole or in part, within 45
calendar days of the date fixed for redemption; provided, however, such limitation
of transfer shall not be applicable to an exchange by the registered owner of the
uncalled principal of a Bond.

WHENEVER the beneficial ownership of this Bond is determined by a book
entry at a securities depository for the Bonds, the foregoing requirements of
holding, delivering or transferring this Bond shall be modified to require the
appropriate person or entity to meet the requirements of the securities depository as
to registering or transferring the book entry to produce the same effect.



IN THE EVENT any Paying Agent/Registrar for the Bonds is changed by
the Issuer, resigns, or otherwise ceases to act as such, the Issuer has covenanted in
the Ordinance that it promptly will appoint a competent and legally qualified
substitute therefor, and promptly will cause written notice thereof to be mailed to
the registered owners of the Bonds.

IT IS HEREBY CERTIFIED AND RECITED that the issuance of this
Bond, and the series of which it is a part, is duly authorized by law; that all acts,
conditions and things required to be done precedent to and in the issuance of this
series of bonds, and of this Bond, have been properly done and performed and
have happened in regular and due time, form and manner as required by law; that
sufficient and proper provision for the levy and collection of ad valorem taxes has
been made, which, when collected, shall be appropriated exclusively to the
payment of this Bond and the series of which it is a part; and that the total
indebtedness of the City of Austin, Texas, including the entire series of bonds of
which this is one, does not^ exceed any constitutional or statutory limitation.

BY BECOMING the registered owner of this Bond, the registered owner
thereby acknowledges all of the terms and provisions of the Ordinance, agrees to
be bound by such terms and provisions, acknowledges that the Ordinance is duly
recorded and available for inspection in the official minutes and records of the
governing body of the Issuer, and agrees that the terms and provisions of this Bond
and the Ordinance constitute a contract between each registered owner hereof and
the Issuer.

IN WITNESS WHEREOF, this Bond has been duly executed on behalf of
the City, under its official seal, in accordance with law.

City Clerk, Mayor,
City of Austin, Texas City of Austin, Texas

(SEAL)



FORM OF PAYING AGENT/REGISTRAR'S AUTHENTICATION
CERTIFICATE:

PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

It is hereby certified that this Bond has been issued under the provisions of
the proceedings adopted by the Issuer as described in the text of this Bond; and that
this Bond has been issued in conversion of and exchange for or replacement of a
bond, bonds, or a portion of a bond or bonds of an issue which originally was
approved by the Attorney General of the State of Texas and registered by the
Comptroller of Public Accounts of the State of Texas.

Dated:
Paying Agent/Registrar

By.
Authorized Representative

FORM OF COMPTROLLER'S CERTIFICATE (ATTACHED TO
THE BONDS UPON INITIAL DELIVERY THEREOF):

OFFICE OF COMPTROLLER :
REGISTER NO.

STATE OF TEXAS :

I hereby certify that there is on file and of record in my office a certificate of
the Attorney General of the State of Texas to the effect that this Bond has been
examined by him as required by law, and that he finds that it has been issued in
conformity with the Constitution and laws of the State of Texas, and that it is a
valid and binding obligation of the City of Austin, Texas, payable in the manner
provided by and in the ordinance authorizing same, and said Bond has this day
been registered by me.



WITNESS MY HAND and seal of office at Austin, Texas

Comptroller of Public Accounts
of the State of Texas

(SEAL)



FORM OF ASSIGNMENT:

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned hereby sells, assigns and transfers
unto

Please inseit Social Security or Taxpayer
Identification Number of Transferee

(Please print or typewrite name and address, including zip code of Transferee)

the within Bond and all rights thereunder, and hereby irrevocably constitutes and
appoints

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

Dated:

Signature Guaranteed:

NOTICE: Signature(s) must be
guaranteed by a member firm of the
New York Stock Exchange or a
commercial bank or trust company.

NOTICE: The signature above must
correspond with the name of the
Registered Owner as it appears upon
the front of this Bond in every
particular, without alteration or
enlargement or any change
whatsoever.



The printer of the Series 2008 Bonds is hereby authorized to print on the Series
2008 Bonds (i) the form of bond counsel's opinion relating to the Series 2008
Bonds, and (ii) an appropriate statement of insurance furnished by a municipal
bond insurance company providing municipal bond insurance, if any, covering all
or any part of the Series 2008 Bonds.



Exhibit B
to

Ordinance

DESCRIPTION OF ANNUAL FINANCIAL INFORMATION

The following information is referred to in Section 13 of this Ordinance.

Annual Financial Statements and Operating Data

The financial information and operating data with respect to the City to be
provided annually in accordance with such Section are as specified (and included
in the Appendix or under the headings of the Official Statement referred to) below:

The quantitative financial information and operating data with respect to the
City of the general type included in the main text of the Official Statement under
the subcaptions: "Tax Valuation" with respect to the appraised value as of January
1 during the fiscal year as to which such annual report relates; "Valuation and
Funded Debt History"; "Tax Rates, Levy and Collection History"; "Ten Largest
Taxpayers"; "Property Tax Rate Distribution"; "Current Investments"; "General
Fund Revenues and Expenditures and Changes in Fund Balance"; "Municipal Sales
Tax"; and "Transfers from Utility Fund".

The portions of the financial statements of the City appended to the Official
Statement as Appendix B, but for the most recently concluded fiscal year.

Accounting Principles

The accounting principles referred to in such Section are the accounting
principles described in the notes to the financial statements referred to in paragraph
1 above.



SCHEDULE I

CITY OF AUSTIN, TEXAS CERTIFICATES OF OBLIGATION, SERIES 1997,
all outstanding obligations maturing on September 1, 2009, aggregating $110,000
in principal amount; Redemption Date: March 16, 2008.

CITY OF AUSTIN, TEXAS CERTIFICATES OF OBLIGATION, SERIES 1998,
all outstanding obligations maturing on September 1 in each of the years 2013
through 2018, aggregating $9,765,000 in principal amount; Redemption Date:
September 1,2008.

CITY OF AUSTIN, TEXAS PUBLIC IMPROVEMENT BONDS, SERIES 1998,
all outstanding obligations maturing on September 1 in each of the years 2013
through 2018, aggregating $7,940,000 in principal amount; Redemption Date:
September 1,2008.

CITY OF AUSTIN, TEXAS PUBLIC IMPROVEMENT REFUNDING BONDS,
SERIES 1998, all outstanding obligations maturing on September 1 in each of the
years 2009 through 2016, aggregating $76,460,000 in principal amount;
Redemption Date: March 16, 2008,

CITY OF AUSTIN, TEXAS CERTIFICATES OF OBLIGATION, SERIES 1999,
all outstanding obligations maturing on September 1, 2011, aggregating $285,000
in principal amount; Redemption Date: September 1, 2009.

CITY OF AUSTIN, TEXAS CERTIFICATES OF OBLIGATION, SERIES 2000,
all outstanding obligations maturing on September 1 in each of the years 2013 and
2014, aggregating $680,000 in principal amount; Redemption Date: September 1,
2010.

CITY OF AUSTIN, TEXAS PUBLIC IMPROVEMENT BONDS, SERIES 2000,
all outstanding obligations maturing on September 1 in each of the years 2012,
2016 and 2017, aggregating $14,085,000 in principal amount; Redemption Date:
September 1,2010.

CITY OF AUSTIN, TEXAS CERTIFICATES OF OBLIGATION, SERIES 2001,
all outstanding obligations maturing on September 1 in each of the years 2017 and
2018, aggregating $4,825,000 in principal amount; Redemption Date: September 1,
2011.



CITY OF AUSTIN, TEXAS PUBLIC IMPROVEMENT BONDS, SERIES 2001,
all outstanding obligations maturing on September 1 in each of the years 2018 and
2019, aggregating $12,000,000 in principal amount; Redemption Date: September
1,2011.

CITY OF AUSTIN, TEXAS PUBLIC IMPROVEMENT BONDS, SERIES 2002,
all outstanding obligations maturing on September 1, 2017, aggregating
$6,400,000 in principal amount; Redemption Date: September 1, 2012.

The redemption price for the Refunded Obligations shall be par plus accrued
interest to the date of redemption.
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Form of Preliminary Official Statement
(Draft 1 010708 attached hereto)
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Drafll
010708 PRELIMINARY OFFICIAL STATEMENT DATED JANUARY 24, 2008

Ratmys Moodv's
D

Standaid & Pool's
Fitch

(See "OTI I l i R RM.LVANT I N I ' O R M ATION - Ratings")

NEW ISSUE - Book-Entry'-Only

In The opinion of McCall, Parkhurst & I loiton LI P , Bond Counsd ("Bond (Counsel"), mieiest on tlu Bonds is excludable from gioss iiiLome for
federal income tax purposes under existing hw and the Bonds aie nor private activm bonds See "TAX MATI'LRS" for a discussion of the opinion
of Bond Counsel, including a description of the alternative minimum tax consequences for corporations

f ; CITY OF AUSTIN, TEXAS
g | (Travis and Williamson Counties)
« j Public Improvement Refunding Bonds, Series 2008
3' >.
0 "* Dared January 15, 2008 Due September 1, as shown below
" JS
- tj

= Jj Intcicst on the 5 _ * City of Austin, Texas (the "Cm") Public Improvement Refunding Bonds, Scries 2008 (the "Bonds"), will .iccruc
S's fioin the dare of initial deliveiy of Hit Bonds to the- initial purchasers (the "Underwrite^"} as shown below and will be piuable Septernbci I and

L. * March 1 of each year, commencing September 1, 2008, and will be calculated on the basis of a 360-d.w \e.ir of twelve 30-day mourns. '1'he Cm
c 5 intends to urili/e the Book-Kntrv-Only System of 'I he Depository Trust Company ("DIG"), but reserves the right on its behalf or on the behalf of
g 5' D'l C to discontinue such system Such Hook-Kntiy-Only System will affect ihe method and timing of payment and the method of transfer (see

£ 2 "H( )ND INFORMATION - Book-Lntry-Only S\stem")

II
C c Ihe Bonds .ire dnect obligations of the Cit\-, pajable from jn ad valorem tax levied, within the limits prescribed by law, on all taxable piopertj

w *o located within the Citv, as piovided in the ordinance authrm/jng the Bonds- (see "BOND INl 'ORMA'l ION - Security")
a =
c 2
3 3 Proceeds from the sale of the Bonds will be used to refund pott ions, of the Cit\'s outstanding general obligation debt, and to pay certain costs of

issuance of the Bonds (See- "PLAN OI; [ - INANCING - Purpose of Refunding Bonds" and APPLND1X D - "Summary of Bonds Refunded" )

MATURITY SCHEDULE*

Interest
Rate

Price Maturitv Interest
or Yield (September J_) Amount Rate

2015 S
2016
2017
2018
2019

Price
or Yield

g|x CUS1P Prefix 052396
£ <" 3
? £ "
n S if Maturm
* o "5 (September 1) Am omit

§ ! | 200y S
2 2 1 2010

fit 2o11
u - S 2012
2 e u
c | -S 2013
£|4 2014
IB ^ 3

S 2 c
" J 2 The City iesei-ves the right, at its option, to redeem Bonds having stated mammies cm jnd after September 1, 2018, in whole or in pait in the
g O £ principal amounts of $5,000 or any mtegial multiple theieof, on September 1, 2017, 01 any date thereafter, at the par value thereof, without premium,
c g 1 pi"!1 accrued interest to the date fixed foi redemption See "BOND INFORMATION - Redemption"

5 X g Die Bonds are offered for delivery when, as and if issued, subject to the approving opinions of the Attorney General of the State of Texas and of
u 2 2 Bond Counsel ' Ihe opinion of Bond Counsel will be printed on or attached to the Bonds (see APPl- 'NDIX C — 'T'oim of Bond Counsel's
= = 5> Opinion") ( ertain legal matters will be passed upon foi the Under writers b\ Vinson & Nkms 1,1 , P , Dallas, Texas

| t 5 It is expected that the Bonds will be delivered through the facilities of D I C on or about Match 12, 2008

s 3 -

i 11 Lehman Brothers
a y .2
g I = Apex Pryor Securities Citigroup Cabrera Capital Markets
| a 2 Estrada Hinojosa Merrill Lynch Morgan Keegan & Company Inc.
5 a I Morgan Stanley Southwest Securities

P't-hminary, subject to change



Foi put poses of compliance with Rule 15c2-12 of the Securities and Exchange Commission (ihc " Rule"), this document
constitutes a Official Stutcmenl of the City with tespccl to the Bonds that has been "deemed final" by the Cily as of its
date except foi the omission of no more than the information petmitted by the Rule

No dealer, biokci, salesman 01 othei peison has been aulhoti/ed b\ the City 01 by the Underwaters to give any
infoimation or to make anv icpiesentations, other than as contained in this Official Sratement, and if given or made
such othei infoimation 01 icpiesentations must not be lehed upon as having been authored In the City or the
Underwtileis '1 his Official Statement does no I constitute an offei to sell or the solicitation of an offer to buy, nor shall
theie be any sale of, the Bonds*, by any peison in any jurisdiction in which it is unlawful for such peison to make such
offer, solicitation 01 sale

THh BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF 1933, AS AMENDED,
NOR HAS THE ORDINANCE BEEN QUALIFIED UNDER THE TRUST INDENTURE ACT OF 1939 IN
RELIANCE ON EXEMPTIONS CONTAINED IN SUCH ACTS

The infoimation set foith heiein has been fuinished b\ the Cit\ and includes information obtained from othei soutccj.
which ate believed to be tellable, but is not guaianteed as to accmac\ or completeness bv, and is not to be consttued as a
icpiesentation by, the Underwriters The information and expiessions of the opinion contained herein are subject to
change without notice and neither the delivery of this Official Statement nor any sale made hereundcr shall, under any
ciicumstances, cicate any implication that there has been no change in the affairs of the City or the othei matteis
described herein *.mce the date hereof CUSIP numbcis have been assigned to this issue by the CUSIP Service Bureau
for the convenience of the owncis of the Bonds

'1 his Official Statemenl includes descriptions and summaiies of eel tain events, matters, and documents Such
descriptions and surnmaties do not purpoit to be complete and all such descuptions, summaries and inferences thereto
aie qualified m their entirct) by leference to this Official Statement in us entirely and to each Mich document, copies of
which may be obtained fiom the City 01 from Public Financial Management, Inc , the Financial Advisor to the City
Any statements made in this Official Statement or the Appendices hereto involving matters of opinion 01 estimates,
whethei or not so expiessly stated, are set forth as such and nol as representations of fact, -and no representation is made
that any of such opinions or estimates will be realised

IN CONNECTION WITH THE OFFERING OF THE BONDS, 'THE UNDERWRITERS OF ANY OR ALL OF
SUCH BONDS MAY OVER ALLOT OR EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE
MARKET PRICE OF 'THE BONDS AT A LEVEL ABOVE 'THAT WHICH MIGHT OTHERWISE PREVAIL IN
THE OPEN MARKET SUCH STABILIZING, IF COMMENCED, MAY BU DISCONTINUED AT ANV 'TIME

'I HE UNDERWRITERS HAVE PROVIDED THE FOLLOWING SENTENCE FOR INCLUSION IN THIS
OFFICIAL STATEMENT THE UNDERWRITERS HAVE REVIEWED THE INFORMATION IN 'THIS
OFFICIAL STATEMENT IN ACCORDANCE WITH "THEIR RESPONSIBILITIES TO INVESTORS UNDER
THE FEDERAL SECURITIES LAWS AS APPLIED TO THE FACTS AND CIRCUMSTANCES OF THIS
'TRANSACTION, BUT THE UNDERWRITERS DO NOT GUARANTEE THE ACCURACY OR
COMPLETENESS OF SUCH INFORMATION
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SELECTED DATA FROM THE OFFICIAL STATEMENT

The selected data on this page is subject in all tespects to the moie complete information and definitions contained 01
incorporated in this Official Statement The offeung of the Bonds to potential investois is made only b\ means of this
enliic Official Statement No peison is authon/ed to detach this data page fiom (his Official Statement or to otherwise
use H without the entire Official Statement

This data page was prepared to piesenl the Underwiiteis of the Bonds infoimalion concerning the Bonds, the
description of the tax base and othei peiiment dala, all as moie fully desuibed herein

The issuer

The Bonds

Security

Optional Redemption

Tax Exemption

Payment Record

The Guy of Austin, Texas (the "City"), is a political subdivision located in Travis and
Williamson Counties, operating as a home-rule city undet the laws of the State of Texas,
and a chattel approved by the voters in 1953, as amended The City operates under the
Council/Manager foim of government where the mayor and six councilmembeis are
elected foi slaggeied three-ycai terms The Council formulates operating policy for the
Citv while the City Managei is the chief admmistiative officei

The City is appio\imately 273 10 square miles in area (see APPhNDIX A - "Gcneial
Information Residing the City")

The Bonds are being issued in the principal amount of pursuant to the
general laws of the State of Texas, particular!) Chapter 1207, Texas Government Code,
and an Oidmance parsed by the Cit> Council of (he Cily (see "BOND INFORMATION
— Authority for Issuance")

Ihc Bonds constitute a direct obligation of the Citj, payable from a continuing ad
valorem tax levied, within the limits prescribed b\ law, on taxable property within, the
City in an amount sufficient to provide for pa) mem of principal of and interest on all ad
valorem lax debt

The City reserves the right, at its option, to ledeem the Bonds having stated maturities
on and after Septcmbci 1, 2018, in whole 01 in part in principal amounts of $5,000 or any
mtegial multiple theieof, on Septembei 1, 2017, or any date thereafter, at the par value
theieof, without piemium, plus accrued interest to the date fixed for icdemption (see
"BOND INFORMATION - Redemption")

In the opinion of Bond Counsel, the interest on the Bonds is excludable from gross
income for federal income tax purposes undei existing law and the Bonds will not
constitute private activity bonds See "TAX MATTERS" foi a discussion of the opinion
of Bond Counsel including the alternative minimum tax consequences for corporations

lTic Cit) has not defaulted since 1900 when all bonds weic refunded at par with a
voluntary reduction in interest rates

[The remainder of tlm page intentionally Isft blank]
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Selected Issuer Indices

Fiscal
Yeai

Ended

9̂ Q
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

hstimaled City
Population (1)

541,889

560,939
608,214

619,038
628,667

661,639
671,044

674,719

678,769

695,881
707,952

724,117

740,645

Taxable Assessed
Valuation

523,303,015,047

25,823,385,257

27,493,058,735

32,458,349,755
35,602,840,326

41,419,314,286

47,782,873,096

50,759,650,668

49,199,408,526

49,702,906,522

52,405,611,874

60,230,045,084

66,554,200,000 (4)

Pei Capita
Taxable
A ssessed
Valuation

S43,003 30

46,036 00

45,202 94

52,433 53

56,632 27

62,601 08

71,20677

75,230 80

72,483 29

71,42443

74,024 24

83,17723

89,859 78

(OOO's)
Net Funded
Tax Debt (2}

5443,247

476,148

500,027

509,759
540,283

546,211

762,624
788,366

732,407

784,396

688,809

741,298

778,883 (5)

Per Capita
Net Funded

Tax Debt
S 81797

84884
82212
82347
85941
82554

1,13647
1,16844
1,07902
1,12720

97296
1,02373
1,051 63 (5)

Ratio of Net
Funded Tax

Debt to
Taxable

Valuation
1 90%

1 84%

1 82%

1 57%
1 52%
1 32%
1 50%
1 55%
1 49%
1 38%
131%
1 23%
1 17% (5)

%of
Tax

Collections
9991%

99 47%
99 37%
99 57%
99 85%
99 60%
99 23%
99 60%

99 21% (3)
100 23%
10067%

100 67% (3)
N/A

(1) Source City of Austin Department of Development and Review based on full purpose aiea as of December 31
(2) Excludes geneial obligation debt issued foi enteipnse funds and general fund depaitments which transfcr-m from

Operating Budget
(3) Estimated Collections as of June 30, 2007
(4) Certified Appiaised Value, including $4,623,806,542 in property in the appeals process
(5) Projected Includes the Obligations

[The remainder of this page intentionally left blank]



OFFICIAL STATEMENT

Relating to

CITY OF AUSTIN, TEXAS
Public Improvement Refunding Bonds, Scries 2008

INTRODUCTION

This Official Statement, which includes the cover page, (he summary statement and the appendices hereto, pumdcs
ccitain information legaulmg the issuance; by the Cily of Aus t in , Texas (the "City"), of $ * City of Austin,
Texas Public Improvement Refunding Bonds, Series 2008 (die "Bonds") Capitalized leims used in this Official
Statement have the same meanings assigned to such teims in the ordinance authonzing the issuance of the Bonds (the
"Bond Ordinance" or the "Ordinance"), except as otherwise indicated hcicin

Theie follows in this Official Statement a description of the Bonds and certain information regaidmg the City and its
finances All desciiptions of document;, contained hcicin ate only summaiies and are qualified in their cntuety by
reference to each such document Tins Official Statement speaks only as to its date, and the infoimahcm contained
heiein is subject to change Copies of the Final Official Statement and the Escrow Agreement (hereinaftei defined)
pet taming to the Bonds will be deposited with the Municipal Seciuities Rulemaking Board, 1900 Duke Street, Suite 600,
Alexandria, Virginia 22314 See "CONTINUING DISCLOSURE OF INFORMATION" for a description of the
City's undeitaking to provide certain information on a continuing basis

PLAN OF FINANCING

Purpose of Refunding Bonds

The Bonds are being issued to refund approximately $132,750,000' of the Citj's currently outstanding general obligation
indebtedness (the "Refunded Obligations") and to pay costs of issuance The purpose of the ttansaction is to effect
debt service savings See APPENDIX D foi a listing of the Refunded Obligations

Refunded Obligations

The Refunded Obligations,, and interest due thereon, arc to be paid on the scheduled interest payment dates and the
maturity or redemption dates of such Refunded Obligations from funds to be deposited pursuant to a certain Esciow
Agieement (the "Escrow Agreement") between the City and U S Bank National Association, Houston, Texas (die
"Esciow Agent") The Ordinance provides that the proceeds of the sale of die Bonds will be deposited with the Escrow
Agent in an amount necessary to accomplish the dischaigc and final payment of the Refunded Obligations Such funds
will be held bv the Escrow Agent in a special esciow account (the "Escrow Fund") and used to purchase direct
obligations of the United States of America (the "Securities") to be held in the Escrow Fund Under the Escrow
Agreement, the Escrow Fund is irrevocably pledged to die payment of die pimcipal of and interest on the Refunded
Obligations

The Aibitiage Group, a nationally iccogni/cd accounting fiim, will verify at the time of deliver} of the Bonds to the
Undervvntcis the mathematical accuracy of the schedules that demonstrate that the Secunties will mature and pay
interest in such amounts which, together with uninvested funds, if anv, in the Escrow Fund, will be sufficient to pa\,
when due, the principal of and interest on the Refunded Obligations Such maturing principal of and interest on the
Securities, and othet uninvested funds in die Escrow Fund, will not be available to pay the debt service on the Bonds

By deposit of the Secuuties and cash with the Escrow Agent pursuant to the Escrow Agiccmenl, me City will have
enteied into a Turn banking and financial arrangement foi the discharge and final paunent of the Refunded Obligations,
in accotdance with applicable Luv As a tesult of such firm banking and financial arrangements, the Refunded
Obligations will be outstanding only for the purpose of receiving payments from the Securities and cash held for such
purpose by the Escrow Agent, and such Refunded Obligations will not be deemed as being outstanding for the puipose
of any limitation on debl 01 die assessment of taxes

^Preliminary, subject to change



The Guy Iv.is covenanted in the Esciow Agicement to make timely deposits to the Usciow Fund from lawfully -Available
funds, or any additional amounts tequited to pay the ptincipal of and interest on the Refunded Obligations, if, foi any
teason, the cash balances on deposit 01 scheduled to be on deposit in the Usciow Fund arc insufficient to make such
payment

Sources and Uses of Funds

"Hie proceeds of the Bonds will be applied substantially as follows

Sources of Funds
Principal Amount of the Bonds 5
Original Issue Piemium
Total Available Funds

Uses of Funds
Deposit ro Esciow Fund
Costs of Issuance
Underwtitei's Discount
Total Available Funds

BOND INFORMATION

Authority for Issuance

The City is aufhon/ed to issue the Bonds under authority granted by Chaptet 1207, Texas Government Code, and by
the Bond Oiduumce

General

The Bonds are dated January 15, 2008 and shall bear interest on the unpaid principal amounts from the date of initial
deliven* to the Underwriters, at the lespective per annum rates shown on the covet page Principal is payable, upon
presentation theteof, at the Designated Pay merit/Transfer Office of the Paying Agcnt/Registrai (see "Paying
Agent/Registtar" herein) Interest theicon is pa} able by the Pa) ing Agent/Registrai to the registered owner appearing
on the registration hooks of the Paying Agetit/Registiat at the close of business on the Record Date (hereinafter
defined) and shall be paid b\ the Paying Agent/Registiai by check mailed by United States mail, fust class postage
piepaid, to the address of such person .H it appears on the iegisti.it ion books of the Paying Agent/Registrar on or before
each interest pa\ment date or by such othei method, acceptable to the Paying Agent/Regis t tar, requested by, and at the
risk and expense of, the bondholdei The Bonds are issued only as fully registered obligations in denominations of
$5,000 or any intcgi.il multiple thcieof \vithm a maturity

The recotd date (the "Record Date") foi the interest payable on am interest payment date is the 15th day of the month
next preceding such interest payment date, as specified in the Oichnance In the event of a nonpayment of interest on a
scheduled mtetest payment date, and foi 30 days thereaftet, a new record date foi such interest payment (the "Special
Record Date") will be established by the Pa} ing Agent/Registrai, in accordance with the piovisions of the Oidmance, if
and when funds foi the payment of such interest have been received from the City Notice of the Special Recoid Date
and of the scheduled payment date of the past due interest, which shall be at least 15 days after the Special Recoid Date,
shall be sent at least five business days poor to the Special Recoid Date by United States mail, first class postage prepaid,
to the address of each bondholder appearing on the registiation books of the Paying A gent/Registrar at the close of
business on the last business day next preceding the date of mailing of such notice

Security

The Bonds constitute direct obligations of the City, payable from a continuing ad valorem tax levied, within the limits
prescribed by law, on taxable propeity located within the Cm' in an amount sufficient to pa} the piincipal of and inteiest
on all ad vaknem tax debt



All taxable piopeir\ within the CiU is subject to the assessment, lew and collection b\ ihe City of a continuing, diicct
annual ;id vuloiem tax sufficient to provide foi the payment of principal of and interest on all ad valoicm tax debt within
the limits prescribed by law Article XI, Section 5, of the Texas Const i tut ion is applicable to the City, and limits its
maximum ad valorem tax late to $2 50 per $100 assessed valuation for all City putposes The City operates under a
Home Rule Charter sometimes referred to heicin as the "Charter" which also limits the City's ad valorem tax rate to
$2 50 per $100 assessed valuation for all City puiposes Within such Chattel l imitation, the total tax which may be levied
annually by the City for municipal genei.il opeudng purposes may not exceed $1 00 pel $100 assessed valuation

Bondholder Remedies

The Oidinance obligates the City Council lo assess and collect an annual ad valoiem tax sufficient to pay when due the
respective pimcipal of and inlcicst when due on the Bonds and they also cieate a pledge of such tax (o the payment of
the Bonds

Upon the failure of the City to make payment of principal or interest when the same becomes due and payable, then any
bondholder, 01 an aurhomed lepresentative theteof, including but not limited to, a t iustce 01 trustees therefore, may
proceed against the City by mandamus 01 other suit, action or special proceeding in equity 01 at law, in any court of
competent )Liiisdiction, for any relief permitted by law, including the specific perfoimance of any covenant 01 agreement
contained therein, or thereby to enjoin any act or thing that ma\ be unlawful or in violation of any right of the
bondholder theteunder or any combination of such remedies but the right to acccleiate the debt evidenced by the Bonds
shall not be available as a remedy under the Oidinance All such proceedings shall be instituted and maintained for the
equal benefit of all such bondholders

Although a bondholder could presumably obtain a judgment against the City if a default occurred m the payment of
pimcipal 01 interest the of Bonds, such judgment could not be satisfied by execution against any property of the City
The bondholder's only practical remedy, if a default occurs in the payment of principal or interest, is a mandamus or
mandatoiy injunction proceeding to compel the City Council to lew, assess and collect an annual ad valorem tax within
the tax rate limitation sufficient to pay pimcipal and inteiest as it becomes due The bondholder could be required to
enfoice such remedy on a periodic basis No light to accelerate maturity is granted by the Ordinance

The enforcement or claim for payment of principal of or interest, including the remedy of mandamus, and the vabditv of
the pledge of taxes, would be subject to the applicable provisions of the federal bankruptcy laws and to other laws
affecting the rights of creditors of political subdivisions generally

Redemption

Optional Redemption. The City reserves ihe tight, at its option, to redeem the Bonds having stated maturities on and
after September 1, 2018, m whole or in pait in principal amounts of $5,000 or any integral multiple thcicof, on
September 1, 2017, or any date thereafter, at the par value thereof, without premium, plus acciucd interest to the date
fixed for redemption If less than all of the Bonds aie to be redeemed, the City shall determine the respective maturities
and amounts to be redeemed and, if less than all of a maturity is to be redeemed, the Paying Agent/Registrar (or DTC
while the Bonds are in Book-Hntry-Only form) shall determine by lot the Bonds, or portions thereof, within such
maturity to be ledeemed

At least thirty da\s prior to a redemption date, the Cm shall cause a written notice of such redemption to be sent by
United States mail, first class postage picpaid, to the registered owners of each Bond to be ledeemed at the address
shown on the registration books maintained by the Paying Agent/Registrar and subject to the terms and provisions
relating thereto contained in the Ordinance If a Bond (01 a portion of its principal sum) shall have been duly called for
redemption and notice of such redemption duly given, then upon such redemption date such Bond (or the portion of its
principal sum to be redeemed) shall become due and payable, and imeiest thereon shall cease to accrue from and aftei
the redemption date thereof, provided moneys foi the payment of the redemption price and the interest on the principal
amount to he redeemed to the date of ledemption are held for the puipose of such payment by the Paying
Agent/Registiar



Defeasance of Bonds

The Ordinance provides for the defeasance of the Bonds when the pajment of the principal of and premium, if any on
the Bonds, plus interest thereon to the due date thereof (whether such due date be by reason of maturity, redemption, or
otherwise), is provided by irrevocably depositing with a paying agenq, in trust (1) money .sufficient to make such
payment and/or (2) Defeasance Securities, ceitified by an independent public accounting fnm of national reputation to
mature as to principal and interest in such amounts and at such times to insure the availability, without reinvestment, of
sufficienl money to make such payment, and all necessary and propei fees, compensation and expenses of the p-ijrng
agent foi the Bonds The Ordinance provides that "Defeasance Securities" means (a) direct, noncallable obligations of
the United States of America, including obligations tha i are unconditionally guaranteed by the United States of America,
(b) noncallable obligations of an agency 01 insl iumental i ty of the United States of America, including obligations that aie
unconditional!) guaranteed or insured b} the agency 01 instrumentality and that are rated as lo investment quality by a
nationally iccogmzcd investment rating fnm not less than AAA or it equivalent, and (c) noncallable obligations of a state
or an agencv 01 a count), municipality, 01 othei political subdivision of a state that have been lefunded and that lated as
to investment quality by a nationall) lecogm/ed investment rating fnm not less than AAA 01 its equivalent The City has
additionally leserved the right, subject to satisfying the lequnements of (1) and (2) above, to substitute other Defeasance
Secmmes for the Defeasance Secviritieb originally deposited, to reinvest the uninvested moneys on deposit for such
defeasance and to withdraw for the benefit of the City moneys in excess of the amount required foi such defeasance

Upon such deposit as described above, such Bonds shall no longer be regarded to be outstanding or unpaid The City
has reserved the option, however, to be exercised at the time of the defeasance of the Bonds, to call for redemption at
an earlier date, Bonds which have been defeased to then maturit} date, if the City in the proceedings providing for the
firm banking »nd financial arrangements (i) expressly reserves the right to call the Bonds foi redemption, (11) gives notice
of the reservation of that right to the owners of the Bonds immediately following the making of the firm banking and
financial arrangements, and (ill) directs that notice of the reservation be included in any redemption notices that it
aulhoti/es

Book-Entry-Only System

DTC will act as securities depository foi the Bonds (the "Securities'') The Securities will be issued as fully-registered
securities registered in the name of Cede & Co (DTC's paitnership nominee) or such othei name as ma\ be requested
by an authori/ed representative of DTC One fully-registered Security certificate will be issued foi each maturity of the
Securities, each in the aggregate principal amount of such maturity, and will be deposited with DTC

DTC, the world's largest depository, is a limited-purpose trust company organized under the New York Banking Law, a
"banking oiganization" within the meaning of the New York Banking Law, a member of the Federal Reserve Sjstem, a
"clearing corporation" within the meaning of the New York Uniform Commercial Code, and a "clearing agency"
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934 DTC holds and provides
asset servicing for over 2 2 million issues of U S and non-U S equity issues, corporate and municipal debt issues, and
money market instruments from over 100 countries that DTC's participants ("Direct Participants") deposit with DTC
DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities transactions in
deposited securities, through electronic compuleiued book-entry transfers and pledges between Direct Participants'
accounts This eliminates the need for physical movement of securities certificates Direct Participants include both U S
and non-U S securities brokers and dealers, banks, t rus t companies, dealing coiporations, and certain other
organisations DTC is a whollj-owned subsidiary of The Depositor) Trust & Cleaung Corporation ("DTCC") DTCC,
in turn, is owned by a number of Dnect Paiticipants of DTC and Members of the National Securities Gearing
Corporation, Fixed Income Clearing Corporation, and Emerging Markets Cleaung Corporation (NSCC, FICC and
EMCC, also subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc, the Ameiican Stock Exchange
LLC, and the National Association of Securities Dcaleis, Inc Access to the DTC system is also available to others such
as both U S and non-U S securities brokeis and dealeis, banks, trust companies, and clearing corporations that cleai
thiough or maintain a custodial relationship with a Direct Participant, either directly 01 indirectly ("Indirect
Participants") DTC has Standard & Poor's highest rating "AAA " The DTC Rules applicable to its Paiticipants are on
file with the Securities and Exchange Commission More information about DTC can be found at www dtcc com and
www dtc org

Purchases of Securities under the DTC system must be made by or through Dued Participants, which will receive a
credit for the Securities on DTC's records The ownership interest of each actual puichaser of each Security ("Beneficial



Owner") is in tu tn to be iccoidcd on the Direct and Indncct Participants' iccoids Beneficial Ownets will not receive
wiittcn confiimation from DTC of their putchasc Beneficial Owneis ate, however, expected to icccive written
confirmations piovidmg details of the liansaction, as well as periodic statements of then holdings, ftom the Duect 01
Indued Paiticipant through which ihe Beneficial Ownei enteied into the transaction Transfers of owneiship interests in
the Securities aie to be accomplished by entries made on the books of Duect and Indirect Participants acting on behalf
of Beneficial Owners Beneficial Owneis will not receive certificates representing their ownership interests in Secunties,
except in the event that use of the book-entry system foi the Secunties is discontinued

To facilitate subsequent transfeis, .ill Secunties deposited by Dnect Participants with DTC arc registered in the name of
DTC's paitneiship nominee, Cede & Co , 01 such other name as may be requested by an authon/cd lepiesentative of
DTC The deposit of Securities with DTC and then icgistialion in the name of Cede & Co 01 such other DTC nominee
do not effect any change in beneficial ownership DTC has no knowledge of the actual Beneficial Owneis of the
Securities, DTC's records reflect onl\ the identity of the Duect Paiticipants to \\hose accounts such Securities are
credited, winch may or may not be the Beneficial Owners The Direct and Indirect Participants will remain responsible
for keeping account of their holdings on behalf of then customers

Conveyance of notices and other communications by DTC to Direct Paiticipanls, bj Direct Pailicipants to Indirect
Participants, and by Direct Participants and Indirect Part icipants to Beneticial Owneis will be governed bj aiiangements
among them, subject to any statutory or regulatory requirements as may be in effect from Ume to time Beneficial
Owneis of Secunties may wish to take ceitain steps to augment the transmission to (hem of notices of significant events
with icspect to the Secunties, such as ledemptions, tenders, defaults, and pioposed amendments to the Security
documents For example, Beneficial Owners of Securities may wish to ascertain that the nominee holding the Secunties
for their benefit has agreed to obtain and transmn notices to Beneficial Owneis In the alternative, Beneficial Owners
may wish to provide their names and addresses to the legrstnu and request that copies of notices be provided directly to
them

Redemption notices shall be sent to DTC If less than all of the Secunties within an issue are being ledeemed, DTC's
practice is to determine by lot the amount of the interest of each Direct Participant in such issue to be redeemed

Neither DTC nor Cede & Co (nor am other DTC nominee) will consent or vote with respect to Securities unless
authott/ed by a Direct Participant in accordance with DTC's Procedures Under its usual procedures, DTC mails an
Omnibus Pio\y to the City as soon as possible after the record date The Omnibus Proxy assigns Cede & Co's
consenting 01 voting rights to those Direct Paiticipants to whose accounts Secunties are credited on the record date
(identified in a listing attached to the Omnibus Proxy)

Redemption proceeds and principal and interest payments on the Secunties will be made to Cede & Co , or such other
nominee as may be requested b\ an authorized representative of DTC DTC's practice is to credit Direct Participants'
accounts upon DTC's receipt of funds and cor responding detail information from the Citj or the Paying
Agent/Registiar, on payable date in accordance with their respective holdings shown on DTC's records Payments by
Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is the case with
securities held foi the accounts of customers in beaier form 01 icgisteied in "street name," and will be the responsibility
of such Paiticipant and not of DTC nor its nominee, the Paung Agent/Registrai, or the City, subject to any statutory or
regulatory requirements as may be in effect from time lo time Payment of icdemption proceeds and principal and
interest payments to Cede & Co (ot such other nominee as may be requested by an authorized representative of DTC)
is the responsibility of the City or the Paying Agent/Registrar, disbursement of such payments to Dnect Participants will
be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of
Direct and Indirect Participants

DTC may discontinue providing its services as depository with icspect to the Securities at any time by giving reasonable
notice to the City 01 the Paying Agent/Registrar Undei such circumstances, in the event that a successor depositor;' is
not obtained, Secuirty certificates are required to be pinned and delivered

Sub)ect to DTC's policies and guidelines, the Cit\ may decide to discontinue use of the system of book-entry transfers
through DTC (or a successor securities depositor)-) In that event, Security certificates will be pnnted and delivered

The information in this section concerning DTC and DTC's book-entry-only system has been obtained from
sources that the City believes to be reliable, but the City takes no responsibility for the accuracy thereof.



Paying Agent/Registrar

The initial Paying Agent/Registrai foi (he Bondi, is U S Bank National Association Inteiest on and principal of the
Bonds will he payable, and transfer functions will be pctfonned at the coiporate trust office of the Pa)ing
Agent/Registrai in Houston, Texas (the "Designated Paymcnf/Transfei Office") In the Ordinance, the City retains the
iighl to replace the Paying Agent/Rcgistiai The City covenants to maintain and piovide -a Paying Agent/Registiar at -all
times while the Bonds aie outstanding and any successoi Paying Agent/Regisnar shall be a commercial bank, Must
company or othei emit} duh qualified and legally authorized to serve as and pcifoim the duties and sen-ices of Pajmg
Agent/Registtat Upon any change in the Paying Agent/Registiat fot the Bonds, the City agiees to promptly cause a
win ten notice thereof lo be sent to each registered owner of the Bonds by United States mail, fust class posiage piepaid,
which notice shall also give the addiess of the new Paying Agcnl/Registiat

Transfer, Exchange and Registration

In the event the Book-Entry-Only System should be discontinued, the Bonds may be tiansferred and exchanged on the
registi/ition books of the Paying Agent/Rcgishai only upon presentation and surrender theieof to the Paying
Agent/Registrar al the Designated Payment/Transfer Office and such iiaiisfci 01 exchange shall be without expense or
service charge to the icgistered ownci, except for any tax 01 othei governmental cbaiges required to be paid with lespect
to such registration, exchange and ttansfer A Bond may be assigned b\ the execution of an assignment form theieon 01
bv other instrument of transfer and assignment acceptable to the Paying Agent/Registrar A new Bond will be dehveied
bj die Paying Agent/Registiai, in lieu of the Bonds being transfericd or exchanged, at the Designated
Payment/1'iansfei Office, or sent by United Slates mail, first class postage piepaid, lo the new legisteied ownei or his
designee To the extent possible, new Bonds issued in an exchange or transfer will be delivered to the registeied ownei
or assignee of the legisteied owner in not more than thiee business days after the leceipt thereof to be canceled, and the
written instrument of transfer or request for exchange duly executed by the registered owner 01 his duly authoiued
agent, in form satisfactory to the Paying Agent/Registrar New Bonds registcted and dehveied in an exchange or
tiansfci shall be in any integral multiple of $5,000 foi any one matunty and foi a like aggregate principal amount as the
Bonds surrendeied for exchange 01 tiansfei See "Bo ok-En try-On 1\ System" heiein for a descuption of the system to
be unlived initially in regard to ownership and tiaiisferability of the Bonds

Limitation on Transfer of Bonds Called for Redemption

Neithei the City noi the Paying Agcnt/Registrat shall be requited to tiansfei or exchange any Bond called for
redemption, in whole 01 in part, within 45 days of the date fixed for ledemption, provided, howevei, such limitation of
transfer shall not be applicable to an exchange by the registered ownei of the uncalled principal of a Bond

TAX INFORMATION

Ad Valorem Tax Law

The appraisal of propcrt} within the Cit) is the responsibility of the Travis Central Appraisal District (the "Appraisal
District") Excluding agricultural and open—space land, which may be raxed on the basis of pioductive capacity, the
Appraisal District is required undei Title 1, VTC A Tax Code (commonly known as the "Pioperty Tax Code") to
appimste all propeity within the Appiaisal District on the basis of 100% of its maiket value and is prohibited from
applying any assessment ratios State law furthei limits the appiaised value of a residence homestead for a tax year (the
"Homestead 10% Increase Cap") to an amount not to exceed die lessee of (1) the market value of the propeitt,, or (2)
the sum of (a) 10% of the appraised value of the piopert) for the last year m which the pioperty was appraised for
taxation times the number of years since the property was last appiaised, plus (1)) the appraised value of the propeity for
the last year m which the propeity was appraised plus (c) the maiket value of all new improvements to the piopert)
The value placed upon pioperty within the Appraisal District is subject to review by an Appraisal Review Board,
consisting of thiee members appointed by rhe Boaid of Directors of die Appraihal District The Appraisal District is
required to review the value of piopeitj within rhe Appraisal District at least every three years The City ma) require
annual review at its own expense, and is entitled to challenge the determination of appraised value of property within the
City hy petition filed with the Appiaisal Review Boaid



Reference is made ro rhc Propetrv Tax Code foi identification of pioperty subject lo taxation, pioperty exempt 01 which
m;iv be exempted from r,i\;ition, if claimed, rhc apptaisal of pioperty foi ad valorem taxation puiposes, and the
pioccdures and limitations applicable to the lev; and collection of ad valoiem raxes.

Article Vl l l of the State Constitution ("Article VIII") and State Law provide foi certain exemptions fiom property taxes,
the valuation ofagncultui.il and open— space lands at pioductivity value, and the exemption of certain petsonal propetty
fiom ticl valotem taxation

Under Section 1-b, Aiticle VIII, and State Law, the governing body of a political subdivision, at its option, may giant

(1) An exemption of not less than $3,000 of the market value of the lesidence homestead of pet sons 65 years
of age or older and the disabled from all ad valoiem taxes theieaftei levied by die political subdivision,

(2) An exemption of up to 20% of the maikel value of lesidence homesteads, minimum exemption $5,000

State law and Section 2, Article VIII , mandate an additional pioperty tax exemption for disabled veterans or the
surviving spouse or childten of a deceased veteran who died while on active duty in the aimed foices, the exemption
applies to eithei real or peisonal propeily with the amount of assessed valuation exempted ranging fiom $5,000 to a sum
of $12,000

In a statewide election held on September 13, 2003, voters appioved an amendment to Section 1-b, Article VIII of the
Texas Constitution, that would authoiue a county, city, town or junior college distuct to establish an ad valoiem tax
freeze on lesidence homesteads of the disabled and of the elderly and their spouses The City is now authorized to
freeze ad valorem taxes on residence homesteads of persons who are disabled or sixty-five jears of age 01 oldei If the
City Council does not fake action to establish the tax limitation, \oteis within the City may submit a petition signed by
five percent of the registeied voters of the City requmng the City Council to call an election to determine by ma)onry
vote whethei to establish the tax limitation

If the tax limitation is established, the lotal amount of ad valoiem taxes imposed by the Citv on a homestead thai
leccives the exemption m,ij not be increased while it lemams the lesidence homestead of that peison or that person's
spouse who is disabled 01 sixty-five yc.it s of age 01 older, except to the ex ten I the value of the homestead is increased by
improvements other than repairs If a disabled 01 elderly person dies in a yeai in which the person received a residence
homestead exemption, the total amount of ad valoiem taxes imposed on (he homestead by the taxing unit may not be
mcteased while it remains the residence homestead of that pcison's surviving spouse if the spouse is fifty-five yeais of
age of older at the time of the person's death In addition, the Texas Legislature by general law may ptovide for the
transfer of all or a proportionate amount of the tax limitation applicable to a person's homestead to be liansferred to the
new homestead of such peison if the person moves to a different lesidence within the taxing unit Once established, the
governing body of die taxing unit may not repeal or icscind the tax limitation

The City Council has not determined at this time what action, if any, it will take tegarding this constitutional amendment
The City can make no lepie sen rations 01 predictions concerning the impact such a tax limitation would have on the
taxing rates of the Citv or its abum to make debi service payments To date, no valid petition has been presented to the
City Council lequestmg that an election be conducted

Article VIII piovidcs that eligible owneis of both agricultural land (Section 1-d) and open-space land (Section 1-d-l),
including open-space land devoted to farm or ranch purposes or open-space land devoted to timber production, may
elect to have such pioperty appraised for property taxation on the basis of its productive capacity The same land may
not be qualified under both Section 1-d and 1-d-l

Peisonal pioperty not used in the business of a taxpayei, such as automobiles 01 light trucks, is exempt from ad valorem
taxation unless the governing body of a political subdi\ision elects to tax this pioperty

cle VIII , Section 1-) of the Tevas Constitution piovides foi "ficcport piopctty" to be exempted fiom ad valorem
taxation Fieeport propeily Js defined as goods detained in Texas for 175 days or less foi the purpose of assembly,
stoiage, manufacturing, processing or fabrication The City giants such exemption

The City giants an exemption to the appiaised value of the residence homestead of persons 65 yeais of age or oldei and
to the disabled of $51,000



The City may cnrcr into rax abatement agiccmcnts to encomagc economic development Undei the agreements, a
propetty owtiei agrees to constmcl ceilam impiovements on its piopcrly 'I lie City in tnin agiees not to levy a tax on all
or pint of ilic incieased value .Hliibutable to the impiovements until I he expiration of the agicement The abatement
agreement could last for a penod of up to 10 ycais The Cit) has adopted cntena foi graining tax abatements winch
establish guidelines regarding the number of jobs to be cieated and the amount of new value to be added b\ the taxpayer
in return foi the abatement The Cit\ has entered into sevetal such abatement agreements in leccnt years

In Dcccmbei 2004, the City approved the cteadon of a tax mctement icmvcstment -/one encompassing piopcity
consisting of the old Robcit Muellei Municipal Anpoil A multi-use development of the ptopeily within the boundaiies
of the /one is envisioned, and the City has enleicd into discussions with Catellus Austin LLC to oveisce flic
redevelopment of this property Cuuenth', all of the property within the /one is owned by the City, howevei, as
development occuis property \vill fiom time to time be sold to private individuals and entities

Tax Valuation

January 1, 2007 Appiaised Valuation (1) $64,543,030,928

Less Local Exemptions to Assessed Values (2)
Residential Homestead ovei 65 $1,162,201,311
Homestead 10% Increase Cap 1,173,958,416
Disabled Veterans 37,765,175
Agncultuial and Historical Exemptions 414,165,042
Disability Exemption 115,173,978
I'iccpoit lixcmpnon 1.409.721.921 4.312.985.844

January 1, 2007 Net Taxable Assessed Valuation (1) 560,230.045.084

(1) 2007 Certified Appraised Value includes $4,623,806,542 in property in the appeals process
(2) Exemptions or adjustments to assessed valuation granted in 2007 include (a) exemptions of $51,000 for resident

homestead property of property owners over 65 ycais of age, (b) exemptions for lesidents homestead propetty
exceeding a 10 percent increase in valuation fiom the ptevious yeai, fc) exemptions ranging fiom $5,000 to $12,000
for piopcity of disabled veterans or certain suiviving dependents of disabled veterans, (d) certain adjustments to
pioductive agricultural lands, (c) exemptions to the land designated as historically significant sites by ceitam public
bodies, (f) exemptions of 551,000 to disabled lesident homestead property owneis, (g) exemption of freeport
propeity detained in Texas for 175 da\s 01 less foi the purpose of assembh, stoiage, manufacturing, processing or
fabrication of exported finished goods from Texas

[Ihe remainder of tln\ page is intentionally lefl blank]



Statement of Debt (As of December 31, 2007)

The following table sets fotth on a pro forma basis the amount of Public Impiovemenl Bunds, Assumed Bonds,
Certificates of Obligaiion and Contractual Obligations outstanding and ceitain debt ratios i elated thcieto

Public Impiovement Bonds (1)

Certificates of Obligation (!)

Contiactual Obligations

Assumed Bonds (2)

The Bonds (3)

Total

Less Self-Supporting Debt

Assumed Bonds (2)

Anport (4)

Austin Energy (4)

City Hall

CMTA Mobihtj (5)

Communication &: 'I'eclinology Management (4)

Convention Centei (4)

Financial Services (4)

Fleet Management (4)

Golf (4)

One Texas Centei (4)

Solid Waste (4)

Transportation (4)

Water and Wastewatei (4)

Watershed Protection (4)

Interest and Sinking Fund, All Pubhc Improvement Bonds (6)

Net Debt (7)

Ratio Total Debr to 2008 Net Taxable Assessed Valuation

Ratio Net Debr to 2008 Net Taxable Assessed Valuation

$648,955,000
129,575,000
54,065,000
8,390,000

7,628,768
316,125

1,605,377
30,213,546
17,030,000
11,650,628
22,976,151
26,154,255
5,850,853
6,055,710

12,365,000
30,471,165

7,043,376
16,774,318
11.883.951

2008 Population (Estimate) - 740,645 (8)

Per Capita Net Taxable Assessed Valuation - $92,059 94

Per Capita Net Debt Outstanding ~ $972 62

$968,395,000

5208,019,223

40.010.090

$720,365,687

1 42%

1 06%

(1) Excludes the Refunded Obligations
(2) Repiesents bonds of utility districts annexed by the City
(3) Piehmmary, sub)ect to change
(4) Aiqxnt, Austin Energy, Communications and Technology Management, Convention Centei, Fleet Management,

Golf, One Texas Center, Solid Waste, Transportation, Watet, Wastewatei and Watershed Protection repiesent a
poition of the City's Outstanding Public Improvement Bonds, Ceitific,ites of Obligation and/oi Contractual
Obligations Debt service for Airpoit, Austin Eneigy, Communications and Technology Management, Convention
Cenlei, Fleet Management, Golf, One Texas Centei, Solid Waste, Transportation, Wnlei, Wastewatei and
Wateished Protection is paid fiom revenue of the respective cntcrpnses The City plans to continue to pay these
obligations fiom each lespective enteipnse Communications and Technology Management, Fleet Management
and One Texas Cemei are internal service funds that geneiate revenue through chaiges to usei departments



(5) Ihe City entered into an inteiloc.il agreement with Capital Metro Transit Authority (CM TA), wheicb\ CMTA will
pay llic lequned debt seivicc to tlie City thiough a t t a n s f e r of funds 30 tlajs pnoi to each debt set vice payment
date

(6) Repiesents estimate of cash plus investments at cosl on Deccmbei 31, 2007
(7) Vanous geneial fund depaitments have issued debt which is suppoited bv a transfer into the debt service fund fiom

the issuing department These departments budget the tequired debt seivice which reduces the debt service tax
requirement If excluded, these obligations would lowei net debt by $

(8) Souice City of Austin Planning/Growth Department This figuie does not include areas annexed for limited
purposes

Revenue Debt

In addition to the above, on a pro foima basis, the City had outstanding (as of December 31, 2007) £358,676,089
Combined Utility Systems Revenue Bonds payable from a prior hen on the combined net revenue of the Electric System
and the Water and Wastewater System, $827,520,000 Elecmc Utility Obligations payable from a suboidmate lien on the
net revenues of the Electric Ut i l i ty System, $1,280,445,000 Water and Wastewater Obligations payable from a
suboidmate hen on the net revenue of (he Watei and Wastewatcr System, and $248,454,512 Combined Utility Systems
Commeicial Paper payable from a suboidmate lien on the combined net revenue of the Klcctnc System and the Water
and Wastewatei System

The City also has outstanding (as of December 31, 2007) $344,640,000 Airport System Pnoi Lien Revenue Bonds
payable from revenue of the City's Airport System The City also lias outstanding (as of December 31, 2007)
$239,935,000 in Convention Center Bonds, payable from hotel/motel occupancy and rental cai tax collections

Bonds Subject to Annual Appropriation

The City has entered into a sublease (the "Sublease") with tespect to space to house the Water and Wastewater Utility,
and $1,325,000 of Certificates of Paittcipation are outstanding (as of December 31, 2007) and payable fiom payments
made under such Subleases The City anticipates funding the icquiied lease payments fiom the revenue of the respective
utilit) system, although the City may make such payments fiom am available funds of the City as a whole appropriated
for such purposes The revenue of the Electric System and the Water and Wastewater System are not specifically
pledged in such Subleases

[Yhe remainder of'tini page i\ intentionally left blank]
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Valuation and Funded Debt History

Fiscal
Year

Ended
9-30
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008

Estimated City
Pop illation (I)

541,889
560,939
608,214
619,038
628,667
661,639
671,044
674,719
683,551
695,881
707,952
724,117
740,645

Taxable Assessed
Vfllii.it ion

523,303,015,047
25,823,385,257
27,493,058,735
32,458,349,755
35,602,840,326
41,419,314,286
47,782,873,096
50,759,650,668
48,964,275,008
49,702,906,522
52,405,611,874
60,230,045,084
66,554,200,000 (4)

Pei Capita
Taxable
Assessed
Valuation
543,003 30
46,036 00
45,202 94
52,433 53
56,632 27
62,601 08
71,20677
75,230 80
71,63222
71,42443
74,024 24
83,17723
89,859 78

(OOO's)
Net Funded
Tax Debt (2)

$443,247
476,148
500,027
509,759
540,283
546,211
762,624
788,366
810,273
784,396
688,809
741,298
778,883 (5)

Pei Capita
Net Funded

Tax Debt
S 81797

84884
82212
82347
85941
82554

1,13647
1,16844
1,18539
1,12720

972 96
1,02373
1,051 63 (5)

Ratio of Net
Funded Tax

Debt to
Taxable

Valuation

1 90%

! 84%

1 82%
1 57%
1 52%
1 32%
1 60%
1 55%
1 65%
1 58%
1 31%
1 23%
1 17% (5)

%of
Tax

Collections

9991%
99 47%
99 37%
99 57%
99 85%
99 60%
99 23%
99 60%
98 90%

10023%
100 67%
10067%(3)
N/A

(1) Source City of Austin Depaitmcnt of Development and Review based on full purpose aiea as of December 31
(2) Excludes general obligation debt issued foi enteipnse funds and geneial fund depaitments winch transfei-m fiom

Operating Budget
(3) Estimated Collections as of June 30, 2007
(4) Ceitificd Appraised Value, including $4,623,806,542 in propcily in the appeals process
(5) Projected Includes the Obligations

Tax Rate, Levy and Collection History

Fiscal Year
Ended
9-30
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005 (2)
2006
2007
2008 (3)

Total
Tax
Rate

$0 5446
05251
05401
05142
0 5034
0 4663
04597
0 4597
04928
04430
0 4430
0 3986
0 3986

Distribution

General
Fund

$03177
03117
03304
03265
0 3222
03011
03041
0 2969
0 3236
02747
02841
02620

Interest and
Sinking Fund

$0 2269
02134

02097
01877
01812
01652
01556
01628
01692
01683
01589
0 1366

02620 01366

(1) Estimated collections as of June 30, 2007
(2) The total tax rate decreased by 6 35p as a icsutt of the

Tax Lew
$126,908,220

135,598,596
148,490,010
166,900,834
179,224,698
193,138,262
219,657,867
233,342,114
241,295,947
220,183,876
232,156,861
240,076,960
240,076,960

voters of Travis County

% Cuirent
Collections

99 03%
98 96%
98 80%
98 89%
99 08%
98 98%
9881%
98 84%
99 06%
99 03%
99 48%
99 48% (1)

% Total
Collections

99 91%
99 47%
99 37%
99 57%
99 85%
99 60%
99 23%
99 60%
98 90%
10023%
100 67%
100 67% (1)

(In process of collection)

(which includes the City) appiovir
in May 2004 the cteation of a new County wide hospital district, which resulted in public health services picviously
provided bv the City to be provided bv the hospital district (See "DEBT INFORALYl'lON - Estimated Direct and
Oveilapping Funded Debt Payable from Ad Valorem Taxes" )
Proposed Budget lecommendation

n



Ten Largest Taxpayers (1)

Name of Taxpayer
i'reescale Semiconductor Inc (2)
Dell Computei Coipoiation
IBM Coipoiarion
Southwestern Bell Telephone Company
Spansion LLC (3)
Applied Matciials I"c
Cousins Pioperties Texas LP
Texas-Sixth Stieet LP
Rivei Place Pomie LP
Simon Property Group

TOTAL

Natiiie_of Property
Manufacturing
Manufacluimg
Mann fac Hi img
Telephone Utility
Manufacturing
Manufacluiing
Real list.ite
Real listatc
Real F.state
Commeicial

Januaiy 1, 2007
'{_axable_Assessed Valuation

$ 438,041,518
363,424,049
261,627,563
202,135,590
172,450,299
150,684,058
147,389,000
126,685,780
109,472,921
106.571.158

S 2.078.481.936

% of Total Taxable
Assessed Valuation

0 73%
0 60%
0 43%
0 34%
0 29%
0 25%
0 24'%)
021%)
018%>
0 18%

(1) Taxable pioperty valuations for the ten laigeM taxpayers from the July 2007 ceitificd tax loll ate lower than last yeai
as a result of ,i icpoitmg change in peisonal pioperty from appraised last year to taxable this yeai Last year's values
for personal propetty include the Freepon tax exemption Five of the companies repiesent computer technology
manufacturers

(2) 'I he Motorola Corporation is now Frccscalc Semiconductoi Inc
(3) The Advanced Micro Devices corporation is now Spansion LLC
Souice Tiavis Cential Appraisal District

Property Tax Rate Distribution

Fiscal Yeai Unded Seplembei 30

General Fund
Interest and Sinking Fund
Total Tax Rate

2003
$ 2969
1628

2004
S 3236
1692

20Q5(1)
$2747
1683

2006
$2841
1589

2007
S 2620
1366

2008 (2)
$2620
1366

$4597 4928 34430 $4430 £ 3986 33986

(1) The City appioved a tax rate of 30 5065 which is the effective tax late The total tax late was amended and
icduced by 6 35d to the level shown as a lesult of the voteis of Travis County (which includes the City) approving
in May 2004 the creation of a new County wide hospital district, resulting in public health services previously
piovidcd by the City to be provided b\ the hospital district (sec "DEBT INFORMATION - listimated Direct and
Overlapping Funded Debt Payable from Ad Valorem Taxes)

(2) Proposed Budget recommendation

[The remainder of tins page is intentionally left blank]
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Tax Rate Limitation

All taxable property within the Gl} is subject to the assessment, levy and collection by the City of a continuing, direct
annual ad valorem tax sufficient to provide for the payment of ptmcipal of and mtetest on all ad valoicm tax debt within
the limits piescnbed by law Article XI, Section 5, of flic Texas Constitution is applicable to the City, and limits its
maximum ad valorem tax tate to $250 per $100 assessed valuation foi all City purposes The City operates undei a
Home Rule Charter which also limits the City's ad valoiem tax rate (o $250 pel $100 assessed valuation foi all City
purposes Within such Chaitei limitation, the total tax which may be levied annually by the City for municipal general
operating purposes may not exceed $1 00 per $100 assessed valuation

Bj each September 1 or as soon theieafter as practicable, the City Council adopts a tax rate per $100 taxable value foi
the upcoming fiscal year beginning Octobei 1 The tax rate consists of two components (1) a late for funding of
maintenance and operation expenditures, and (2) a late for debt service

Under the Propeity Tax Code, the Citj Council is piohibited from adopting a tax late that will result in an\ increase in
total tax revenue ftorn the pieccding fiscal yeai until it has held a public hearing on the proposed increase following
notice to the taxpayers

Each year the City must calculate and pubhci/e certain information concerning its proposed tax late, including its
"rollback tax rate " The rollback tax rate is the rate that will produce last year's maintenance and operation tax levy
multiplied by 1 08 plus a late that will pioduce the curient year's debt service, with such rates being adjusted to take into
account new exemptions and property additions to the tax loll If the adopted rate exceeds the rollback tax late, the
qualified voteis of the City may petition the City Council to call an election to determine whether to reduce the tax rate
adopted foi the City to the rollback tax rate

Reference is made to the Property Tax Code for definitive requirements foi the levy and collection of ad valorem taxes
and the calculation of the various defined tax rates
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Estimated Direct and Overlapping Funded Debt Payable From Ad Valorem Taxes (As of 9-30-06) (in OOO's)

Expendituies of the various taxing bodies within the teiutory of the City are paid out of ad valorem taxes levied by these
taxing bodies on properties within the City These political taxing bodies arc independent of the City and may incur
borrowings to finance their expenditmcs Except for the amounts telating to the City, the City has not independently
verified the accuracy or completeness of such information, and no person should rely upon such information as being
accurate or complete Furthermore, certain of the entities listed below may have issued additional bonds since the date
stated above, and such entities may have programs lequning the issuance of substantial amounts of additional bonds the
amount of which cannot be determined The following table reflects the estimated shaie of overlapping funded debt of

these various taxing bodies

Taxing 1 urisdiction
City of Austin
Austin Independent School District

TiaviS County
Round Rock Independent School District
Leander Independent School District
Pftugerville Independent School District
banes Independent School District
Williamson County

Del Valle Independent School District
Manor Independent School District
Austin Community College
North Austin Municipal Utility District No 1
Northwest Austin Municipal Utility District No 1
Northwest Travis County Road District No 3

TOTAL DIRECT AND OVERLAPPING FUNDED DEBT

Ratio of Direct and Overlapping 1'unded Debt to Taxable Assessed Valuation (3)

Per Capita Overlapping Funded Debt (4)

Total
Funded Debt

$847,735 (1)
521,727
466,020
322,810
617,308
255,760
147,715
523,620
101,595
75,600
97,910

6,742
14,083
4,230

Estimated %
Applicable (2)

10000%
78 95%
71 00%

5 84%
1 54%
4 38%
3 95%
4 07%
2 73%
1 75%

81 70%
10000%
100 00%
10000%)

Overlapping
Funded Debt

S 847,735
411,903
330,874

18,852
9,507

11,202
5,835

21,311
2,774
1,323

79,992
6,742

14,083
4.230

SL766.363

3 37%

£2,473 08

(1) Excludes general obligation debt lepoited in proprietary funds
(2) Source Taxing jurisdiction
(3) Based on assessed valuation of £52,349,642,297
(4) Based on 2006 estimated population of 714,237

On May 15, 2004, voters of Travis County- (in which the City is located) approved the creation of a countywide hospital
district, and authorized the hospital district to lev)- an ad valoiem tax at a rate not to exceed 25 cents per £100 assessed
valuation It is anticipated that the hospital district will assume and fund health care facilities and sen-ices currently
provided by the City', and funded from ad valorem taxes assessed to residents of the City and Travis County The City'
reduced the ad valorem, tax rate levied and assessed against property owners of the City- as a result of the creation of the
countywide hospital district See "TAX INFORMATION - Tax Rate, Levy and Collection History" The Hospital
District approved the levy for its 2004-2005 fiscal year of an ad valorem tax rate of $0 0779



Authorized General Obligation Bonds

Purpose
Brackenndge 2000
Parks Improvements
Cultural Aits
Communications Facilities Equipment (1)
Street Improvements
Trailspcitation ( Prop 1)
Diamage Impiovements (Prop 2)
Park Improvements (Piop 3)
Cultural Aits (Prop 4)
Affordable Housing (Prop 5)
Ceiitial Library (Prop 6)
Public Safety Facility (Prop 7)

TOTAL

Date
Authon/ed

10-22-83
09-08-84
01-19-85
05-03-97
11-07-00
11-07-06
11-07-06
11-07-06
11-07-06
11-07-06
11-07-06
11-07-06

Amount
Autlioil/ed

$ 50,000,000
9,975,000

20,285,000
38,000,000

150,000,000
103,100,000
145,000,000

84,700,000
31,500,000
55,000,000
90,000,000
58.100.000

Amount
P tc vi on sly

Issued
$40,785,000

9,648,000
14,890,000
38,000,000

105,000,000
10,000,000
37,000,000

8,675,000
0

5,000,000
0

21.850.000

Unissued
Balance

$ 9,215,000
327,000

5,395,000

0
45,000,000
93,100,000

108,000,000
76,025,000
31,500,000
50,000,000
90,000,000
36.250.000

S835.660.000 £544.812.000

(1) The City issued $24,420,000 of this total in Contractual Obligations and theiefore applied the amount tovvaid the
authorized general obligation bonds total

Anticipated Issuance of General Obligation Bonds

The City does not anticipate the issuance of additional general obligation bonds before the fall of 2005 The Cuy will
continue to review oppoitumties for refunding certain previously issued general obligation bonds and assumed debt

Funded Debt Limitation

No direct funded debt limitation is imposed on the City under current State law 01 the City's Home Rule Chattel
Article XI, Section 5, of the Texas Constitution is applicable to the City, and limits its maximum ad valorem tax rate to
$2 50 per $100 assessed valuation for all City purposes The City operates under a Home Rule Chattel which adopts the
constitutional provisions and also contains a limitation that the total lax which may be levied annual!} by the City foi
municipal general opeiating purposes may not exceed $1 00 per $100 assessed valuation

FISCAL MANAGEMENT

The Capital Improvements Program Plan and Capital Budget

The Capital Improvement Plan is a five-year list of capital impiovements and a coiresponding spending plan for
financing these improvements It is developed through public input and depaitmcni pmmtization of needs The
process includes neighborhood meetings, depaitment icquests, Budget Office assessment of requested piojects, input
from the Planning Commission's CIP Subcommittee and other Boards and Commissions, and citizen input from public
hearings Each year, the Planning Commission reviews the Capital Improvement Plan and submits a recommendation
to the City Manager detailing specific projects to be included in the Capital Budget foi the next fiscal year

'lire City Managei considers the Planning Commission's tecommcndcd Plan to piopose a Capital Budget to the Cm
Council The Capital Budget contains requested appropriations for new projects, additional sippi opriations for
previous!} approved pro)ccts and any requests to revise prior ycai appropriations Unlike the Operating Budget, which
authorizes expenditures for only one fiscal year, Capital Budget appropriations aie multi-year, lusting until the piojcci is
complete or until changed by the Citv Council

The City Council icviews the Capital Budget, holds public heatings to gather final citizen input and establishes the
amount of revenue and general obligation bonds to sell to fund capital improvements
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2007-2008 Capital Budget

The 2007-2008 five-yeat Capital Impiovemcnt Piogiam (GIF) plan \v,is reviewed by the Planning Commission, the Bond
Oversight Committee and othet boaids and commissions Public input was leceivcd ut a public healing held b) the
Planning Commission and the Bond Oversight Committee The plan estimates city-wide capital spending in 2007-2008
of $663 2 million in enterpuse funds and $180 8 million in genei.il government funds

The first yeai of the five-year plan was used to determine the new apptopnations required foi inclusion in the 2007-08
Capital Budget Total new pioposed appropnation foi Geneial Government CIP Funds is $1606 million and total new
proposed apptoptiation for Enterprise CIP Funds is $717 6 nulhou Appiopuatum by department is listed below

Summarj of 2007-2008 Pioposed Capital Budget (millions)
Austin Energy $340 6
Aviation 25 2
Austin Watei Utility 283 4
Convention Center 4 9
Solid Waste Services 45 4
Watershed Protection 18 1

Enterprise Appiopnations $717 6

Communications & "I echnology Management $9 8
Emeigency Medical Services 8
Financial & Administrative Services 21 6
Fue 6 1
Health & Human Services 3 2
Fleet 1 0
Libran 1 2
Neighborhood Housing & Community Development 102
Neighborhood Planning & Zoning 8
Parks & Recreation 30 8
Police 2 0
Public Woiks 44 0
Watei shed Protection 29_1

Geneial Government Appiopnations $160 6

1'OTAL PROPOSED NEW APPROPRIATIONS

Operating Budget

The City's Home Rule Charter and Texas law lequne the City M.magei to prepare and submit to the City Council a
balanced budget consisting of an estimate of the rc\enues and expenditures in the budget peiiod and the undesignated
General Fund balance available for icappiopnation The budget pioccss in the City normally commences with all
department heads submitting to the Chief Financial Officei of the City a detailed estimate of the appropriations required
for their respective dcpaitments dunng the next fiscal yeai The Chief Financial Officei of the City, in turn, forwards
these estimates to the City Managei who submits them to the Mayor and Cny Council for their consideration and
approval

In June 1989, the City Council approved Financial Management Policies, which \veie last amended for the 2005-2006
proposed budget Among other items, these policies lequne that a General Fund Emergency Reserve Fund of at least
$40,000,000 shall be budgeted Additionally, a General Fund Contingency Reserve Fund of 1% of total budgeted
departmental expenditures, but not less than $2,000,000, and a General Hind Reserve for Budget Stabilisation shall be
budgeted annually At the end of each fiscal yeai, any excess levenue received in thai yeai and any unspent
appropriations at the end of that yeai will be deposited into Geneial Fund Reserve foi Budget Stabilisation The Budget
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Stabilization Reserve will then be available for appiopiiation foi one-time expenditures such as capital eqiupment but no
moie than one-third of the reserve will noimall) be appropriated in any one yeai

2007-2008 Budget (Amounts aic in thousands)

The 2007-2008 operating budget was presented on July 26, 2007, and was prepared in accotdance with guidelines
provided by the City Council The proposed budget includes a tax rate of $0 4034 pel $100 assessed valuation The
following is a summary of the proposed 2007-2008 General Fund Budget

Beginning Balance, October 1, 2007 (Budget Basis) (OOO's omitted) $ 0

Summary of Budgeted General Fund Respuices
Revenue

General Piopcity Taxes
City Sales Tax
Othei Taxes
Gross Receipts/Franchise Fees
Miscellaneous

Total Revenue

Transfers In
lilcctric Light and Power Sjstem
Water and Wastewater System
Other Ttansfers

Total Tiansfetis In

Total General Fund Resources

Summary of Budgeted General Fund Requirements
Departmental Appropriations
Administrative Services
Urban Growth Management
Public Safety
Public Works
Public Health and Human Services
Public Recreation and Culture

Total Departmental Appropriations

Transfers Out
Support Services Fund
Other Funds

Total Transfers Out

Other Requirements

Total General Fund Requirements

Use of Beginning Balance

Ending Balance

One-Time Retirement Increase - 1%

One-Time Critical Equipment

Transfer to/from Budget Stabilization Reserve

Adjusted Ending Balance

Budgeted Reserve Requirements
Emeigency Reserve
Contingency Reserve
Budget Stabilisation Reserve Fund

Total Budgeted Reserve Requirements

SI 86,180
164,723

5,247
32,189
83.194

$471,533

91,000
25,480

5,000

6 11,572
21,074

385,520
325

35,809
59.328

25,162
42.598

3 40,000
5,737

24.728

$513,628
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Deficit Budgeting

The City is h,uicd b\ Texas law and the City's Chattel from deficit budgeting

Accounting System

The City's accounting iccoids for gcnetal governmental opeiations aic maintained on a modified accrual basis, with the
revenue being recorded when available and me,\t>mAble and expenditures being recorded when the services 01 goods are
received and the liabilities aie incuired Accounting iccords foi the City's enterprise and internal service funds are
maintained on an accrual basis

Article VII , Section 15 of the City's Charter ictjiiiies an annual .uidil of all accounts of the City by an independent
certified public accountant This charter requirement has been complied with and ihe accountant's rcpoil is included
herein

Short-Term Borrowing

Pursuant to Section 1431, V T C A Government Code, the City has the aurhoiit) to conduct shoit-teim bonowings to
provide foi I he payment of cunent expenses, through ihe issuance of anticipation notes Such notes must mature before
the first anniversary of the date the Attorney Geneial approves the anticipation notes

GASB Statement No. 34

In June 1999, the Governmental Accounting Standards Board ("GASB") issued Statement No 34, "Basic Financial
Statements and Management's Discussion and Analysis for State and Local Governments" ("GASB 34") The objective
of GASB 34 is to enhance the clarity and usefulness of the genei.il puipose external financial leports of stale and local
governments to its citizenrj, legislative and oveisight bodies, and investors and creditors The City adopted GASB 34 as
of Octobei 1, 2001 While the adoption of GASB 34 altcied the piesenlation of the City's financial infounation, City
staff does not believe that adoption of GASB 34 will have any material adverse impact on the City's financial position,
tesults of operation or cash flows See APPlirsDIX B — Excerpts fiom the Annual Financial Repott

INVESTMENTS

The City invests its available funds in investments authorized by Texas Law and in accoulance with investment policies
approved by the City Council Both State law and the City's investment policies are subject to change

Legal Investments

Under Texas law, the City is authorized to invest in (1) obligations of the United States or its agencies and
instrumentalities, including letteis of credit, (2) diiect obligations of the State of Texas or its agencies and
instrumentalities, (3) collatciah/ed mortgage obligations directly issued by a federal agency or instrumentality of the
United States, the underlying security for which is guaranteed by an agency or instrumentality of the United Slates, (4)
other obligations, the principal and interest of which ate guaranteed ot msuted bv or backed by the full faith and credit
of, the State of Texas or the United States 01 their respective agencies and instrumentalities, (5) obligations of states,
agencies, counties, cities, and other political subdivisions of any state rated as to investment quality b\ a nationally
recognized investment rating fnm not less than A 01 its equivalent, (6) bonds issued, assumed 01 guaranteed by the State
of Israel, (7) certificates of deposit meeting the lequiremcnts of the Texas Public Funds Investment Act (Chapter 2256,
Texas Government Code, the "PFIA") that aic issued by or through an institution that either has its main office 01 a
branch in Texas and are guaranteed or msuted by the Fedetal Deposit Insurance Corporation or the National Credit
Union Share Insurance Fund, or are secuied us to ptincipal by obligation*, described in clauses (1) through (6) 01 m any
other mannet and amount piovided b\ law for City deposits, (8) fully collatctali7ed tcputchase agreements tha t have a
defined termination date, arc full) secuied by obligations described in clause (1), and ate placed through a primary
government securities dealci 01 a financial institution doing business in the State of Texas, (9) certain bankeis'
acceptances with the remaining teim of 270 da\s or less, if the shotr-teim obligations of the accepting bank or its parent
arc rated at least A-l or P-l 01 the equivalent by at least one nationally tecogmzcd cietlit rating agency, (10) commercial
paper with a stated matutity of 270 days or less that is lated at least A-l or P-l 01 the equivalent by eithei (a) two
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nationally recognised ciedit lating agencies 01 (b) one nationally lecogm/ed ciedit i a ting agency if the papei is fully
secured In7 an mevocable letter of credit issued by a US 01 stale bank, (II) no-load monev maikct mutual funds
regisleied with ;md regulated bv the Sccunties and Exchange Commission that have a dollar weighted average slated
mat mm of 90 days 01 less and include in then investment objectives the maintenance of a stable net asset value of SI
for each share, (12) no-load mutual funds registered with the Securities and Exchange Commission that have an average
weighted maturity of less than two veats, invest exclusively in obligations described in the this paragraph, and are
continuously iated as to investment qualm' by at least one nationally recognized investment rating firm of not less than
AAA 01 its equivalent, and (13) local government investment pools organized in accoidance with the Inteilocal
Cooperation Act (Chapter 791, Texas Government Act) as amended, whose assets consist exclusively of the obligations
that aie described above A public funds investment pool must be continuously ranked no lower than AAA, AAA-m or
at an equivalent lating by at least one nationally recognized la l ing service The City may also invest bond proceeds in
guaianteed investment contracts that have a defined te immalion date and aie secured by obligations of the United Stales
or its agencies and instrumentalities in an amount at least equal to the amount of bond proceeds invested under such
contract, orhei than the prohibited obligations described below

Political subdivisions such as the City may enter into secunties lending progiams if (i) the securities loaned under the
piogiam aie 100% collateialized, a loan made undei (he progiam allows for termination at any lime and a loan made
under the piogiam is eithei secured by (a) obligations that aie described in clauses (1) through (6) above, (b) 11 revocable
letters of ciedit issued by a state or national bank that is cominuously rated b\ a nationally lecognrzcd investment rating
firm at not less than A or its equivalent or (c) cash invested in obligations described in clauses (1) through (6) above,
clauses (10) through (12) above, or an authon/ed investment pool, (11) securities held as collateral under a loan are
pledged lo the Citv, held in the Cm's name and deposited at the time the investment is made with the City or a thud
pain' designated by the City, (ru) a loan made under the program is placed through either a primary government
securities dealer or a financial institution doing business in the State of Texas, and (iv) the agreement to lend securities
has a term of one j car or less

Effective September 1, 2005, the City, as the ownei of a municipal electric utility that is engaged in the sale of electric
energy to the public, may invest funds held in a "decommissioning trust" (a trust created to provide the Nuclear
Regulatory Commission assurance that funds will be available foi decommissioning purposes as required under 10
CFR Part 50 or other simrlar regulation) in any investment authorized by Subtitle B, Title 9, Texas Property Code
(commonly rcfeficd to as the ''Texas Trust Code") The Tex.is Trust Code provides that a trustee shall invest and
manage t r u s t assets as a prudent investor would, by considering the purposes, terms, distribution rcquuements, and
olhei circumstances of the trust In satisfying this standard, the trustee shall exercise leasonable care, skill and caution
See "CUSTOMER RATES - Energy Risk Management"

The City may also contract with an investment management fiim icgislered under the Investment Advisoi Act of 1940
(15 U S C Section 80b 1 et seq) or with the State Securities Uoaid to piovide for the investment and management of its
public funds or othei funds undei its control for a term of up to two years, but the City retains ultimate responsibility as
fiduciary of its assets

The City is specifically prohibited from investing in (1) obligations whose payment represents the coupon payments on
the outstanding principal balance of the underlying mortgage-backed security collateral and pays no pnncipal, (2)
obligations whose payment represents the pnncipal stream of cash flow from the underlying mortgage-backed secunn,
and bears no interest, (3) collaterahzed mortgage obligations, that have a stated final maturity of greater than 10 years,
and (4) collateralized mortgage obligations the interest rate of which is determined b\ an index that adjusts opposite to
the changes in a market index

Investment Policies

Undei State law, the City is required to invest its funds undei wiitten investment policies that primarily emphasi/e safety
of principal and liquidity, that address investment diversification, jield and m:itmrty, and also that addicss the qua l r t j and
capability of investment personnel The policy includes a list of authorized investments for City funds, maximum
allowable stated maturity of any individual investment and the maximum average dollar weighted maturity allowed for
pooled fund groups All Crtv funds must be invested consistent with a formally adopted "Investment Strategy
Statement" that specifically addresses each funds' investment Each Investment Strategy Statement must describe the
investment objectives for the particular fund using the following priorities (1) suitability of investment t\pe, (2)
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ptescrvarion and safety of principal, (3) liquidity, (4) marketability of each investment, (5) diversification of the portfolio,
and (6) jield

Undci State law, City investments must be made "with judgment and caie, under prevailing cucumsl.mccs, that a petson
of piudence, discietion and intelligence would exercise in the management of that peison's own affairs, not foi
speculation, but foi investment, considenng the probable safely of capital and the probable income to be derived " At
least quailcily, llie investment officers of the City shall submit an investment icpoit detailing (1) the investment position
of the City, (2) that all investment officeis jo in t l j piepared and signed the icport, (3) the beginning market value, any
additions and changes to maiket value and the ending value of each pooled fund group, (4) the book value and maiket
value of each sepaiatcly listed asset at the beginning and end of the leporting penod, (5) the maturity date of each
separately invested asset, (6) the account 01 fund 01 pooled fund gioup foi which each individual investment was
acquired, and (7) the compliance of the investment poitfolio as it lelales to (a) adopted investment strategy statements
and (b) State law No person may invest City funds without expiesb \v i i t ten aulhoiily of llie Cit) Council or the Chief
Financial Officer

Additional Provisions

Under Texas law, the City is additionally lequited to (1) annually teview its adopted policies and strategies, (2) recjune
any investment of fleets with personal business relationships 01 relatives with films seeking to sell securities to the City to
disclose the relationship and file a staienient with the Texas Ethics Commission and the City Council, (3) icquiie the
registered lepiesentativc of firms seeking to sell securities to the Cil} lo (a) receive and teview the City's investment
policy, (b) acknowledge that reasonable conttols and pioceduies have been implemented to pieclude imprudent
investment activities, and (c) deliver a wntten statement attesting to these leqmreinents, (4) peifotm an annual audit of
the management controls on investments and adherence to the City's investment policy, and (5) provide specific
investment naming for the Chief Financial Officer., Treasurer and Investment Officets

Current Investments

As of Deccmbet 31, 2007, the City's investable funds were invested in the following categones

Type of Investment Percentage
U S Tteasuues 1095%
U S Agencies 57 39%
Money Market Funds 1 24%
Local Government Investment Pools 30 42%

The dollar weighted average maturity foi the combined City investment portfolios is 511 days The City prices the
portfolios vveekl) utilising a market pricing service

[I'he remainder of tins page i\ intentionally lejl blank]
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GENERAL FUND REVENUES AND EXPENDITURES AND CHANGES IN FUND BALANCE
(in OOO's)

Revenues
Taxes (1)
Franchise Fees
Fines, Foifeituies and Pen-allies
Licenses, Permits and Inspections
Chaiges fc>i Sendees
Intciest and Other
Total Revenues

Expcndirui.es
Adiniiuslration

Uiban Giowth Management
Public Safety
Public Services and Utilities
Public Health
Public ReCieation and Cultuie
Social Services Management
Nondcpaitmental Expenditures
Total Expenditures

Excess (Deficiency) of Revenues
Over Expenditures Befoie Othei
Financing Sources (Uses)

Other Financing Sources (Uses)
Capital Leases
Tiansfers ftom Other Funds
Tiansfeis to Other Funds
Net Othei Financing Sources

Excess (Deficiency) of Total
Revenues and Other Services
Ovei Expenditures and Other
Uses

Residual Equity Transfer In (Out)
Special Item- Hospital District Reserve
Fund Balances at Beginning of Yeai
Fund Balances at End of Yeai

Fi.scal Yeai Ended September 30
2002

3262,190
29,589
17,704
14,670
15,579
6.028

5345,760

5 9,282
10,882

237,590
9,191

43,655
46,696
10,448
62.493

$430,237

5 (84,477)

£ 0
137,084

(9.4241
5127,660

5 43,183
0
0

50.435 (2)
£ 93,618

2003

£264,5 1 1
28,962
1 6,966
14,737
15,403
19.815

5360,394

£ 8,909
11,638

254,684
9,380

46,061
45,193

9,985
47.029

5432,879

£ (72,485)

£ 785
92,417

( 2 1.1 291
5 72,073

£ (412)
0
0

93.618
£ 93,206

2004

$277,774
32,964
16,976
15,317
15,565
19.168

5377,764

S 8,199
10,246

262,086
8,669

15,728
43,255

9,579
46.983

5404,745

£ (26,981)

$ 634
95,894

(48.7661
S 47,762

£ 20,781
0

(7,700)
93.206

$106,287

2005

£264,786
28,973
17,529
17,399
23,064
10.691

5362,442

£ 8,699
15,205

296,335
473

26,715
45,145

0
52.044

£444,616

$ (82,174)

£ 932
94,451

(14.1541
5 81,229

£ (945)
0
0

106.287
1105.342

2006

$294,344
30,677
18,832
22,131
24,453
15.882

5406,319

$ 9,018
16,701

323,006
262

29,824
47,599

0
54.494

5480,904

£ (74,585)

£ 0
97,658

(16.6111
£ 81,047

£ 6,462
0
0

105.342
£111,804

(1) Consists of propeity, sales ,md mixed drinks tax
(2) Beginning fund balance adjusted for implementation of new accounting principle

/"/ he remainder of this page i\ intentionally left blank]
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CERTAIN GENERAL FUND RECEIPTS OTHER THAN AD VALOREM TAXES

Municipal Sales Tax

Fiscal Yc.u

Ended 9-30
1998
1999
2000

2001
2002

2003

2004
2005

2006
2007 (1)
2008 (2)

(1) Estimate
(2) Estimate used in P\' 2008 Proposed Budget

Transfers From Utility Funds

The City owns and oper.iles a Waterworks and Wastewalei System and an Elecuic Light and Power System, [lie financial
opeiations of which are accounted for m the Utility Funds Transfeis from (he Ut i l i ty Funds to the General Fund have
historically provided ,1 significant percentage of the leceipts foi operation of the Geneul Fund The following sets foith
the amount of such transfers

Pet Capita
Sales and Use Tax

S160 44
17259
19431
18623
17203
16370
17344
17764
196 14
209 10
209 10

(in OOO's)
Sales and Use Tax

S 97,581
106,839
122,157
123,218
115,441
110,454
117,725
123,617
138,860
150,663
150,663

%of
Ad V{iloreni_Tax Levy

65 72%
6401%
68 16%
63 80%
52 55%
47 34%
48 79%
56 14%
59 81%
62 76%
62 76%

Fiscal Year

Ended 9-30
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007 (1)
2008 (2)

(in OOO's)
Tiansfers

72,721
74,204
78,352
85,824
88,924
92,417
95,894
94,116
97,658

106,470
106,470

% of Geneial
Fund Requirements

23 4%
21 7%
21 5%
21 7%
21 7%
20 3%
21 1%
20 9%
20 3%
20 3%
20 3%

(1) Estimate

(2) Estimate used in FY 2008 Proposed Budget
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ENTERPRISE FUNDS

Statement of Revenues, Expenses and Changes in Fund Net Assets

The Enterprise Funds account foi the activities of the City which icndct services on a iiset charge basis to the geneial
public Set foith on pages B-28 and B-29 of APPENDIX B, attached hereto, is a condensed summary of the revenues,
expenses, transfers and retained earnings of the City's enterprise funds foi the yeat ended September 30, 2006

THE SYSTEMS

The Citj owns and operates an Electric Utility System (also icfeired to heiein as "Austin Eneigy") and a Water and
Wastcwater System (also referred to heiein as the "Water and Waslewatei Utility") winch p to vide the City, adjoining
areas of Travis County and ceitain adjacent aieas of Williamson Count)' with electnc, water and wastewatei services
"I he City owns all the facilities of the Water and Wastewatct Svsrem The City jointly participates with other electric
utilities m the ownetship of coal-fired electric geneiation facilities and a nucleai poweied electric generation facil i ty
Additionally, the City individually owns gas/oil-fired electric generation facilities, which are available to meet system
demand The Elecluc Utility System had approximately 1,566 full-time tegular employees as of September 30, 2007
The Watei and Wastewaiei S\stem had appioximately 1,033 full-lime icgulai employees as of the same date

RESPONSE TO COMPETITION

Austin Climate Protection Plan

On February 7, 2007, Austin Mayoi Will \Vynn presented an aggtessrve plan to addtess global warming from a City
peispective The Austin Climate Protection Plan is intended to eliminate carbon dioxide emissions from virtually all
municipal activities by the year 2020 This includes powenng all Cily facilities with 100% renewable energy by 2012,
converting the entne city fleet of vehicles to alternative fuels and electric power by 2020, and implementing gteenhouse
gas reduction plans in even' City department The Plan calls for Austin Energy to aggressively ramp up its clean eneigy
piogiams, achieving 700 megawatts of new conservation and efficiency savings and having 30 percent of itt> eneigy
needs come from lenewable tesources by 2020 It also calls for making all new single-family homes zeio net-encigy
capable by 2015 and increasing efficiency in all new commeicial buildings by 75 percent in the same period This plan
was adopted by City Council on Fcbruaty 15, 2007 In response Austin Energy's Strategic Plan will be tevised to reflect
these new goals

Strategic Plan

In December 2003, the City Council appioved a strategic plan for Austin Energy The plan identified thiee strategies to
position Austin Energy fot continued success

First, an oveiatchmg Risk Management Sttategy guides Austin Energy to carefully manage its exposure when consideung
future couises of action This approach allows Austin Energy to prepare fot futute options without picmatuicly
investing and allows for mote infoimatton to become known before major commitments are made

Second, a stiategy to provide Excellem Customer Service positions Austin Energy to compete in the rapidly changing
energy industry Under this strategy Austin Energy intends to build employee and customet satisfaction so that it is
positioned for competition 01 regulation m the future

Third, an Energj Resource strategy ditects Austin Eneigy to fust seek cost-effective icnewable enetgy and conservation
solutions to meet customeis' new energy needs before rescuing to traditional fossil fuel souices In keeping with the
usk management approach, Austin Eneigy intends not to prematurely commit to unproven technologies, however,
Austin Eneigy intends to putsue ;> leading-edge position that will allow Austin lineigy to readily identify, evaluate and
deploy emerging renewable technologies

Five objectives wete identified to suppott the strategies including

- Maintain Financial Integrity - Austin Eneigy's goal is to achieve, an "AA" (Standard & Poot's) Credit Rating by 2010
on its sepaiatc lien levenue bonds Austin Knetgy provides a icfuin to its citizen owners in the form of financial
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suppott foi local government

Cie;ite and Sustain Economic Development - Austin Hneigy will cieate ;md sustain economic development liy
providing contract opportunities foi local businesses, attiactmg new businesses, and suppoiting the development of
a clean eneigy industry Austin Energy's goal is to exceed the City's. M/WBE goals by 2008

Customer Satisfaction - Austin Eneigy will develop a bettet undei standing of its customers by monitoimg indicatois
and conducting customci surveys Austin Eneig)'s taiget is a customei satisfaction scoie of 83/100 by 2010

Additionally, Austin Energy understands the link bciwecn customci satisfaction and emplojee satisfaction, and
includes an Employee Satisfaction goal in this stiategy Austin Eneigy will piepaie its employees to work
successfully in a competitive cnviionment by providing I he skill development and mfotmation nccessaiy to make
mfoimcd business decisions Austin Eneigy targets an employee satisfaction index showing a 10% unpiovement in
positive responses on the Cit}'s Listening to the Woikfoice Suivey by 2010

Exceptional System Reliability - Austin Energy will puisuc best opcraling and maintenance practices foi Us utilit)
assets powei plants to ensure unit availability and icliabihty Austin Energy will taiget specific inetncs to icduce the
frequency (SAIFI) and duration (SAIDI) of power outages

— SAIFI (system aveiage interruption ficqucncy index) = 08 mteiiuptions pei year
- SAIDI (sjstem average mtetruption duration index) = 60 minutes pci ycai

Renewable Portfolio Standard - Austin Energy intends lo continue its national!} recognized lenewable lesouiccs
and Gieen Building programs By 2020, Austin Eneigy will own 01 have contracts foi a Renewable Poiffoho equal
to 20% of its sales, as well as 15% increase in demand side management impacts Austin Encigy will demonstiate
its commitment to solai energy by implementing a Solai Rebate Piogiam and conducting a study to deteimme the
compiehensive value of solar energy

[The remainder of this page i\ intentionally left blank]
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Financial Policies

\Virh mcicasmg competition in the electnc utility industn due to regulaioiy and market changes, Aust in Eneigv continues to
maintain stiong financial policies aimed at keeping financial integiity while allowing for flexibility should the market change
Some of the moie significant financial policies adopted b\ Cir\ Council dining the budget piocess aie

— Cunen! revenue, \\lnch does not include the beginning balance, will be sufficient to suppoit cuiien! cxpcndituies
(defined as "-stiuctuial balance") However, if projected revenue in future years is not sufficient to support pio;ected
icuimements endn\g balance may be budgeted to achieve structural balance

— A fund named Siraiegic Reserve Fund shall be created and established, replacing me Debt Management Fund Tt
will have three components
— An Emcigencj Reserve with a minimum of 60 days of operating cash
— Up to a maximum of 60 days additional operating cash set aside as a Contingency Reserve
- Any additional funds over the maximum 120 days of operating cash may be set aside in ,i Competitive Reserve

— The Emeigency Reserve shall only be used as a last resort to provide funding in the event of an unanticipated or
unforeseen t:\tiaoidinaiy need of an emergency nature, such as costs lelatcd to a natural disaster, emergency or
unexpected costs created by Federal or State legislation The Emetgency Reserve shall be used only aftei the
Contingency Reserve has been exhausted The Contingency Reserve shall be used for unanticipated or unforeseen
events that ieduce levemie 01 increase obligations such as extended unplanned pl.ml outages, insurance deductibles,
unexpected costs cieated by Fedeial or State legislation, and liquidity suppoit foi unexpected changes in fuel costs
or puichased power which stabilize fuel rates for our customers In the event any poition of the Contingency
Reserve is used, ihe balance will be replenished to the targeted amount wilhm two (2) yeais The Competitive
Reserve may be used lo improve the strategic position of Austin Eneig) including, but not limited to, funding
capital needs in lieu of debt issuance, leduction of outstanding debt, rale leductions, acquisitions of new products
and services, and new technologies Funding may be provided from net revenue available aftei meeting the General
Fund Tiansfei (descnbed below), capital investment (equity contributions from cuiient revenue), Repair and
Replacement Fund, and 45 days of working capital

— The General Fund Transfer shall not exceed 12% of Austin Energy's thrce-yeai average revenues, calculated using
the cm rent year estimate and the previous two veais' actual revenues from the City's Comprehensive Annual
Financial Report (Actual percentage has been 9 1% for the last 8 years, with the exception of 2002 at 8 9%)

- A decommissioning ttust shall be established external to the City to hold the proceeds foi moneys collected for the
purpose of decommissioning the STP An external investment manager may be hired to administer the trust
investments See "INVESTMENTS - Legal Investments"

— A Non-Nuclear Plant Decommissioning Fund shall be established to fund plant retirement The amount set aside
will be based on a decommissioning study of the plant site Funding will be set aside over a minimum of four (4)
years prior to the expected plant closure

A complete listing of Austin Enetgy's financial policies can be found at bttp //www ci austin l\ us/budgct/07-
08/downloads/|ib0708hiippoit pdf

Real Estate Taxes

Austin Energy p;iys no real property taxes on facilities inside or outside the City, nor payments in lieu of taxes with
respect to Austin Energy

CERTAIN FACTORS AFFECTING THE ELECTRIC UTILITY INDUSTRY

Rate Regulation

The City's latcs, except foi wholesale transmission, are regulated b\ the City Council Ratepayers can appeal rate
changes to the PUC'l under section 33 101 of the PURA by the filing of a petition with the PUd" containing the
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requisite numhei of valid signatmes fiom residential ratepayers who take service outside ihe Cit) limils Texas couits
have held that the PUCT may apply the same ratemalung standatds to the City as ate applied to utilities ovei which the
PUCT has oiigmal )utisdiction

Section 35 004 of PURA requues the City to piovide transmission service at wholesale to another utility, a qualifying
facility, an exempt wholesale gcncratoi, a powei maiketei, powei generation company, 01 a letail elecluc piovidei
Section 35 004 of PURA lequues the City to piovide wholesale seiviccs at tates, teims of access, and conditions dial ate
not unieasonably preferential, prejudicial, discriminatory, piedatory, 01 anti-competitive

An Independent System Opeiatoi ("ISO") was established foi ERGOT as a part of the tides thai were adopted by ihe
PUCT to open access to the wholesale electnc maikct m Texas and was approved by the PUCT on August 21, 1996
The ISO received appioval on May 5, 2000, of its ccitificatton undei Senate Bill 7, adopted by the Texas legislituie and
signed into law in 1999 ("SB7") The ISO's responsibilities as detailed in SB 7 are to (1) ensuie nondisciiminatoty access
to the liRCOT transmission system, (2) ensure the lehability and adequacy of the ERGOT network, (3) ensuie timel)
and accurate customer switching, and (4) ensure the accuracy of accounts among wholesale buyeis and sellers Austin
Energy is a member of ERCOT, and Austin Eneigy staff ate vety active paiticipants in the ERGOT stakeholdct process

SB 7 amended PURA to piovide foi retail deregulation of the electnc utility industiy in Texas SB 7 opened ictail
competition for Investor Owned Utilities ("lOUs") beginning January 1, 2002 SB 7 allowed local authorities to choose
when to bring retail competition to their Municipally Owned Utilities ("MOU"), and leaves key municipal utility
decisions (like local rate setting and unlit) policies) in the hands of those who have a stake in the local commumly Once
a resolution to "opt in" foi letail competition is adopted by the municipal utility's governing body, the decision is
irrevocable

General Market Framework Beginning on (anuan 1, 2002, lOUs were icqmtcd lo unbundle then icgulated (wires)
operations from their competitive operations There is a strong ISO established with responsibility over the operations
and planning for the ERCOT bulk electnc system The PUCT has established clear and enforceable maiket power
protections no utility can control moie than 20% of ERCOT geneiation and wholesale maiket paiticipants must follow
a detailed code of conduct Starting on January 1, 2002, a "Price-to-Beat" for the incumbent IOU rates includes a 6%
reduction through 2007 or until 40% of IOU residential and small commeicial customeis choose a new supplier lOUs
may adjust the Price to Beat twice annually to account foi mcieases in the cost of naluial gas

MOUs That Do Not Choose Retail Competition
— There is no retail choice foi MOU customers MOU cannot sell at ictail outside its aiea
— Current regulator)' scheme continues
- Continued MOU access to buy and sell power in the wholesale maiket

MOUs Choosing Retail Competition On 01 Aftet January 1, 2002
(City councils or govemrng boards make an affirmative choice to bring retail competition to their MOU)
— Retail competitors can sell "generation" to MOU customers MOU piovides "wires" access to its distribution

system for Retail Electric Pioviders, other MOUs and Electric Cooperatives MOU has an "obligation to conncci"
and piovides wire services and local reliability Wires are not subject to competition

- MOU can self at retail outside its service area, per prevailing market niles

MOU Local Control Pieserved

— Exclusive MOU jurisdiction to set local distribution and other rates Local wtics services and rates remain in
exclusive junsdicuon of the MOU

- Local determination of the stianded investment amount and recovery mechanism
- MOUs are not requiied to unbundle (structurally sepaiate functions)
— Local authorities determine and provide customer services and pioiccuons
— Local control of MOU power resource acqursition
— Customers in multi-certified aieas cannot switch wires companies to avoid stianded investment ciiarges
- Securiti/ation is available to MOUs
— MOU rctarns metering
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Participation By MOU In Maiket s Outside Ils Aica Aflci Choosing Retail Competition
— Limited I'UC'i' jurisdiction ovci leims and conditions foi access, not lates
— Subject to maikct powei limits and PUCT customei safcguaid code of conduct

Ofhci Key MOU Provisions
— Existing contacts are presenred Tax-exempt status is preserved MOU "competitiveness piovisions" were

includeti in SB 7 to "level" the field foi MOUs when preparing foi competition including icUxation of open
meetings/iecords and puichasing piovisions No mandated MOU rate icdnctions

— The City has not yet made a decision whether to "opt in" for ictail competition or not, and the City cannot predict
the slioil teim 01 long teim impact on the Electnc Utility System 01 Us levenues resulting from a decision to "opt
in" 01 not, 01 icsulting fiom the deregulation piocess in general

State Wholesale Market Design Developments

In the summci of 2002, the PUCT initiated an investigation to convert the wholesale market in the ERCOT legion from
a zonal-based market design to a nodal maikcf design On Scptembci 22, 2003, the PUCT adopted a mlc requiring that
ERCOT use a stakeholder process lo develop a nodal maikel design The PUCT's purpose in oidenng the change is to
promote economic efficiency in the pioduction and consumption of elcclncity, suppoit wliolesale and retail
competition, suppoit the reliability of electnc sen'ice, and reflect the physical lealities of the ERCOT electric system
The ke\ components of the nodal maikct as ordered by the PUCT include continued reliance on bilateral markets foi
energy and ancillan sen-ices, establishment of a day-ahead energy market, resource-specific bid curves foi energy and
ancillary services, congestion pricing incorporating direct assignment of all congestion tents to lesources causing the
congestion, tiadable congestion levenue rights ("CRRs") made available tluough auctions, nodal energy prices for
resources, eneigv trading hubs, and /onal energy prices foi load settlement

On September 23, 2005, ERCOT filed with the PUCT the nodal market Protocols developed tluough the ERCOT
stakeholdei piocess The nodal Piotocols incoipoiate specific provisions that will allow Austin Energy to hedge
congestion nsk in the new maikct For its geneiation resources in operation pilot to Septembei 1, 1999, Austin Energy
will receive pteasstgncd CRRs at a discount to the maiket puce which are available prior to rhc auction of CRRs The
service territory of Austin Energy will be identified as a load zone for settlement pmposes On February 23, 2006, the
PUCT voted to approve the nodal Protocols for the URCOT region The nodal market will begin operation on
January 1, 2009 In anticipation of the opening of the nodal market, Austin Encig) employees are active participants in
ERCOT's Transition Plan Task Fence (TPTF), the joint liRCOT-stakeholdei effoii to assure ERCOT-wide readiness
with the maikel chiinge Austin Eneigy's Eneigy and Market Operations staff, system planning and operations staff, and
finance and accounting staff aie active!) taking steps to modify key systems and processes to assuie Austin Energy's
capability to participate fully in the liRCOT nodal maiket on schedule

Federal Rate Regulation

Austin Eneigy is not subject to I'edetal regulation in the establishment of tales, the issuance of securities or the
operation, maintenance or expansion of Austin Energy under current Federal statutes and regulations Austin Energy
submits various rcpoits to FERC and voluntarily utilizes (he FERC System of Accounts in maintaining its books of
accounts and records On April 24, 1996, the FERC issued a Final Rule (the "Final Rule") proposing significant changes
regarding transmission sen'ice performed b\ electnc utilities subject to the FERC's jurisdiction undei sections 205 and
206 of the Fedeial Power Act Among other things, the FERC requires utilities to submit open-access, mandatory
transmission tariffs The goal of the Final Rule, according to the FERC, is to deny to an owner of transmission facilities
any unfair advantage over its competitor that exists by viilue of such owner's control of its transmission system

On Decembet 20, 1999, the FERC issued "Older No 2000" (the "Older") iclatcd to the fotmation of voluntary
Regional Transmission Organizations ("RTOs") The Older icquircd all utilities subject to the FERC's authority undei
section 205 (Rates and Charges, Schedules, Suspension of New Rates) and 206 (Fixing Rales and Charges,
Determination of Cost of Production or Transportation) of the Federal Power Act to file b\ October 2000 a proposal to
participate in an RTO or an alternative describing plans to participate in an RTO The essential characteristics of an
RTO are its independence from individual market participants, a regional scope, operational authority of ttansmission
facilities undei I he RTO's control, and authority over shor t - term sjstem reliability The essential functions of an RTO
are tariff admmistnition, congestion management, parallel path flow, administering ancillary services, opeiatmg Open
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Access Scheduling Information System ("OASIS"), market momtoimg, planning and expansion, and intertegional
cootdination

Austin Enefg) is not subject to the FERC's jurisdiction under section 205 and 206 of the Federal Power Act
Nevertheless Austin Energy participates m a stakeholdet oigam/alton established undet Texas law that is similar to the
RTOs envisioned in the Older and which picdatcs the Order by scvcial years Since 1995, the PURA has required open
access to the dansmission netwoik in ERCOf under comparable terms and conditions for all users of the transmission
network ERGOT is a stakeholder organization thai includes stakeholder from all segments of the Texas electric
maikct The ISO formed by ERGOT in 1996 and mandated by State law in 1999 carries out many of the functions of
the RTO discussed in the Ordei ERGOT is responsible foi the management and oversight of the day-to-day operations
of the transmission netwoik Under PURA, the PUCT has specific responsibilities to ovciscc ERGOT opeiations and
market participant compliance with ERGOT Protocols

Undet the Energy Policy Act of 2005, municipal entities aie now subject to certain FERC authority on ieliabilit\
Specific reliability requirements mles have been developed by the FERC On July 20, 2006, the FERC certified the
North Ameiican Electric Reliability Council ("NERC") as the nation's Electric Reliability Oigani/ation ("ERO"), which
will he responsible fot developing and enforcing mandatory electtic reliability standards under the FERC's oversight
On Apnl 19, 2007, FERC approved the Delegation Agreement between the NERC and ERGOT, which will govern the
responsibilitJes of ERGOT as the Regional Entity responsible for overseeing the NERC reliability standards in the
ERGOT region On June 4, 2007, FERC approved an initial set of 83 NERC reliability standards that apply to entities
operating m the ERGOT region An additional eight Critical Infiastiucture Project standards as well as othei reliability
standards approved by NERC aie awaiting formal approval fiom the FhRC Austin Energy has established compliance
piogiams in its Energy Markets, transmission systems planning, operations and reliability, and Information Technology
and Telecommunications units to examine the requirements for compliance with the new standards and to evaluate and
implement any needed changes to systems and procedures

Environmental Regulation General

Austin Energy's Environmental Policy commits that Austin Energy shall maintain its status as a leader in environmental
stewardship and continually improve its environmental peiformance Austin Energy's operations arc subject to
environmental regulation by Federal, State and local authorities Austin Energy has processes in place for assuring
compliance with applicable environmental regulations Austin Energy's Environmental Care and Protection section
consists of a staff of educated and trained environmental compliance professionals who are responsible for establishing
and maintaining compliance programs throughout the utility The Environmental Care and Protection section interprets
existing Federal, State and local regulations and routinely track changes to regulations, which affect Austin Energy
processes Austin Encrg} has prepared documentation which details roles and responsibilities for environmental
compliance throughout the organization The Environmental Care and Protection section staff and facilit} personnel
monitor confoimance with the environmental requirements and report deficiencies to facility management
Environmental Services is also responsible foi conducting environmental training for the organization

Environmental Regulation Related to Air Emissions

Congiess eriacted the Clean Air Act Amendments of 1990, which included permitting requirements foi power
production facilities All of Austin Energy's large generating units have been issued Federal Operating Permits and
Federal Acid Rain Permits for the individual units bj the Texas Commission on Envnonmental Quality ("TCEQ") and
the United States Envnonmental Protection Agency ("USEPA")

In 1999, as part of SB 7, defined above, the Texas Legislature imposed new environmental regulations on power plants
constructed prior to 1971 (30 Texas Administration Code ("TAG") 116, Electnc Generating Facility Permits, and 30
TAG 101 330, Emissions Banking and Trading of Allowances) All of Austin Energy's then operational units were
"grandfatheied" from Stare permitting requncmciits. at the rime of the passage of the Texas Clear Air Act in 1971 The
SB 7 permitting program instituted a "cap and trade" program for NOx emissions "Grandfathered" units were
allocated allowances of NOx based on an emission late of 0 14 Ibs of NOx pei mmBtu times the 1997 heat input to the
unit Austin Energy's SB 7 permitted units must have enough SB 7 emission allowances available to cover the actual
emissions from these units on a yearly basis If the total NOx emissions from these plants exceed the total system
allocation, Austin Energy must purchase the additional allowances needed to covei its emissions The emission-trading
program will also allow Austin Energy to sell m the open maikct emission allowances derived from excess NOx
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icductions Since the NOx emission uite fiom the Deckei Uni t 2 is considered VCIT low computed to similai units, tins
unit was voluntarily included in this same permitting piogiam By making this voluntary move, Austin Energy
significanrl} icduced the costs of complying with this ptogiam A total of 1,741 tons of NOx weie allocated to the
"giandfatheied" units and Deckei Unit 2

In addition to the NOx leductions made to comply with SB 7, Aust in Energy has made voluntai) commitments to cap
the emissions of NOx from Deckei, Molly Street, now closed, and the new units at the Sand Hill Enetgy Centei to a
lotal of 1,500 tons pci yeai This commitment was made in oidet to assist with the Eaily Action Compact or EAC
made between the governmental bodies of the Austin Aica and USEPA Austin Eneigv's to ta l NOx emissions weie
1,232 tons foi the latest compliance icpoiting year ending Ala j 2005 This total was appioxnnately 1,000 tons for the
compliance yeai ending in May 2006

The TCEQ has also implemented fuither NOx icduction uiles under 30 TAG 117 The TCEQ now lequnes that coal-
fucd units that were placed into sen-ice prior to December 31, 1995 and located in the east side of Texas (east of 1-35)
have a yearly average NOx emission rate of 0 165 Ib/mmBtu ot less This rule also requires that gas-fned boilers and gas
tut bines in this same geogtaphic tegion that were placed into seivice pnoi to Dccembci 31, 1995 (i e , all of Austin
Eneigv's currently opeiational Deckei and Holly Street units) have a yearly average NOx emission tatc of 0 14
Ib/mmBtu or less Modifications made to the Deckei and Holly Slieel units resulted in an average emission rate of
0096 Ib/mmBtu for 2005 Modifications ha\e been made lo the Fayette Power Project Units 1 & 2 (which Austin
Eneigy co-owns wilh the LCRA) and current emission lates aie aveiaging approximately 0 10 Ib/mmlitu All of the
Holly Street and Deckei units will be in compliance with their emission limits The Deckei gas tuibinc units fall under
an exemption fiom this lulc due to then limited run times

Austin Energy and the co-ownci, LCRA are now in the piocess of installing scrubbers foi Favelle Po\\ei Project
Units 1 & 2 These sciubbers will tcduce the emissions of SO2 fiom these units by at least 95% These scrubbers
should also reduce the emissions of mercury ftom these units as well

Austin Energy lias joined the California Climate Action Regisliy winch lequnes Austin Enctgy to measure green house
gases fiom its point and non-point sources The emissions will be lepoited each jeat and will he cettificd by a third
patty auditor

Environmental Regulation Water

Wastewater discharges are legulated puisuant to the Clean Watei Act National Pollution Dischaige Elimination System
("NPDES") Stotmwater run-off is similarly regulated The USEPA has granted the TCEQ authority to implement
these progiams in Texas as the Texas Pollution Discharge Elimination System ("TPDES") Austin Energy's larger
power generation facilities, Deckei, Holly Street and Sand Hill Energ) Center, have TPDES and Stormwatet Permits,
which require monitoring and limitations of discharges USEPA has also finalized regulations for cooling water intake
stiuctures on existing facilities These regulations \vi\\ affect Deckei and Sand Hill Energy Centei Austin Energy will
conduct studies over the next several jears to determine the most cosl effective methods foi compliance with these new
regulations

Austin Eneigy maintains plans fot preventing and responding to spills of oil and hazardous maleuals at its power plants
and substations as rcquncd by the Clean Vvatei Act Spill Pievention Control and Countermeasure and Facility Response
Plan requirements Austin Eneigj's spill response team lesponds to spills in less than one houi fiom the time the spills
aie icportcd

Environmental Other

Since 2001, Austin Energy has funded a program fot lemoving distribution electrical equipment at tisk for having
polychlonnated biphenyls ("PCBs") from its service area beyond what is ordmanh removed clue to equipment failures
or line improvements Austin Enctgy crews inspect and test overhead tiansformers and remove equipment at risk for
having PCBs Austin Eneigj has increased the inspections of its undeigtound distribution system and is leplacing rusted
pad-mounted traiisfoimeis tha t pose a risk for spills Furtheimoie, substation equipment and soils aie loutmely tested
pnor to construction activities in the event that theie is contamination from historical activities Austin Energy has
completed the decommissioning and temediation of the Scaholm Powet Plant ("Seaholm"), and has been recognized b\
USEPA that Seaholm will be the fust facilit) in the nation to leccive a certificate of Ready foi Reuse undei the Toxic
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Substance Contiol Act ielated to PCBs This certification is given to contaminated industrial facilities that have been
cleaned and made available foi public use Additionally, Austin Energy lias been selected by the TCF.Q to icceive its
annual Environmental Excellence Award foi Innovative Technology in the methods employed foi the remediation
activities pei formed dining the decommissioning

Austin Eneigy will continue to make the necessity changes to assure future compliance with the evolving regulator}
icquirements Non-compliance with enviionmental standatds 01 deadlines could result in leduccd operating levels
Futtliei compliance wiih enviionmental standatds 01 deadlines could increase capital and operating costs

Nuclear Regulation

Nuclear gcneiation facilities are subject to regulation by the Nucleai Rcgulatoiy Commission ("NRC") and are requited
to obtain liability insurance and a United States Government indemnity agreement in ordci for ihe NRC to issue
operating licenses This ptimary insurance and the retrospective assessment discussed below are to insure against the
maximum liability under the Pncc-Andcison Act for any public claims arising fiom a nuclear, incident which occuis at
any of the licensed nuclear reactors located in the United States

STP is protected by provisions of the Price-Anderson Act, a comprehensive statutory arrangement providing limitations
on nuclear liability 'an<^ governmental indemnities even though the statutor) protections for many non-commercial
leactors The Price-Anderson Act originally expired on August 1, 2002, but was renewed on August 8, 2005 as part of
the National Eneigy Legislation The new Puce-Anderson Act expires on December 31, 2025 The limit of liability
undei the Price-Anderson Act for licensees of nuclear power plants remains at $10 76 billion pei unit per incident The
maximum amount that each licensee may be assessed following a nuclear incident at any insured facility is $10059
million per unit, subject to adjustment for inflation, for the number of operating nucleai units and for each licensed
reactoi, payable at $15 million pei year per. reactor for each nucleai incident The City and each of the other participants
of STP are subject to such assessments, which will be borne on the basis of their respective ownership interests in STP
For puiposes of the assessments, SIT has two licensed leactois The participants have purchased the maximum limits
of nuclear liability insurance, as required by law, and have executed indemnification agreements with the NRC, in
accordance with the financial protection lequiremcnts of the Price-Anderson Act

A Master Worker Nuclear Lrabrht) policy, with a maximum limit of $300 million for the nuclear industry as A whole,
provides protection from nuclear-related claims of workeis employed in the nuclear industry after January 1, 1988 who
do not use the workers' compensation S)stem ,is sole remedy and bung suit against another patty

NRC regulations requite licensees of nuclear powei plants to obtain on-site propeiH damage insurance in a minimum
amount of $1 06 billion NRC regulations also require that the proceeds from this insurance be used fust to ensure that
the licensed reactor is in a safe and stable condition so as to picvenl am significant risk lo the public health or safer)',
and then to complete any decontamination operations that may be oidcied b) the NRC Any funds remaining would
then be available for covering direct losses to pioperty

The owners of S'l P currently maintain $2 75 billion of nucleai property insurance, whrch is above the legally required
amount of $1 06 billion, but is less than the total amount available foi such losses The $2 75 billion of nuclear pioperty
insurance consists of $500 million in pi unary property damage rnsmance and $225 billion of excess property damage
insurance, both subject to a letrospective assessment being paid bj all members of Nuclear Electric Insurance Limited
("NEIL") In the event that property losses as a result of an accident at any nuclear plant insured b\ NEIL exceed the
accumulated fund available to NEIL, a retrospective assessment could occui The maximum aggiegatc assessment
under curtent policies for both primary and excess property damage insurance is $26 8 million during any one-policy
year

Finally, the NRC maintains its regulations setting forth minimum amounts required to demonstrate reasonable financial
assurance of funds for decommissioning of nuclear reactors Beginning in 1990, each l-Ioldei of an operating license w.a>
required to submit to the NRC a report indicating how reasonable assurance would be provided The City provided the
required report to the NRC which was based on the minimum amount for decommissioning as required by the NRC
regulations of $105 million per unit (januaij 1986 dollars) Tlus minimum is lequired to be adjusted annually in
accordance with the adjustment factor formula set forth in the regulations The report provided by the City based
reasonable assurance on the minimum amount (January 1986 dollars) as adjusted by the adjustment factor formula set
for th in the regulations The City has established an external irrevocable trust for decommissioning with JPMorgan
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Chase Bank, N A I he City lias been collecting foi decommissioning through irs tares since Fiscal Yeat 1989 The
decommissioning account balance at Decembet 31, 2006 w.is $119 million For Fiscal Year 2007, Austin Energy
estimates that it will continue to collect approximately £5 million foi decommissioning expense In cuirent dollars (at
August 31, 2006), the minimum amount foi decommissioning is $342 4 million pci unit Sec "INVESTMENTS - Legal
Investments"

[I he remainder of tlm page i \ intentional/)' left blank]
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THE CITY

Administration

Incoiporatcd in 1839, the Gt) operates undei a Council-Managei fonn of government undei its home lule chaitei The
City Council is comprised of a Major and six council members elected at-laige for three vein staggeicd teims

By chattel, the Cny Council appoints a City Munagei for an indefinite tcim who acts as the chief administrative and
executive officet of the City The duties include, among otheis, the supervision of all City departments, the prepaiation
and administration of an annual budget and the prepaiation of a leport on the finances and administrative activities of
the City Tobj Hamtnctt Futrell was appointed City Managei on Ma) 1,2002

City Manager — Toby Hammett Fiitrell jDisclosure Needed?]

Ms Fiitiell icceived hei Masters of Business Administration fiom Southwest Texas State Umvcisity and a Bachcloi of
Liberal Studies fiom St Edward's UmvciMty Hei careei with the City of Austin organr/ation spans mote than 25 \ears
and staited with an en tn-level position in Hie Health and Human Services Department In 1996, Ms Futrell wab
appointed Assistant City Managei and assumed the position of Deputy City Managei m February 2000, piioi to
becoming Cit j Manager Ms Futiell has announced her intention to tetire and leave the position of City Managei in
May 2008 The Cit\ has lined Arcus, a company in Harnsbuig, Pennsylvania, to assist with ,\ nationwide search foi a
new City Managei Arcus met with Cit) Council members and slakeholdeis from the community to develop .1 city
manager piofile and it is anticipated that a list of candidates will be compiled by late November/earl) December A
hiring decision is anticipated early next yeai to allow the new City Managei to paiticipate in the 2009 budget

Chief Financial Officer - Leslie Browder, CPA

Ms Leslie Btowdet received her B B A in Accounting from The University of Texas at Austin Hei career with the City
spans moie than 15 jears Ms Btowdei assumed the position of Chief Financial Officer in September 2007 Prior to hei
appointment as Chief Financial Officei, she served as the City's Deputy Chief Financial Officei During her tcmue at
the City of Auslin, she has also served in other financial capacities, including the Chief Financial Officer foi the anpoit
Ms Browder has also been employed in Chief Financial Officei loles foi Austin's public tt{importation authoiity, San
Diego County's public pension system and the City of Encimtas, California

Services Provided by the City

The City's major activities include police and fire protection, cmeigency medical services, paiks and libraries, public
health and social seiviccs, planning and /oning, general admimstiative services, solid waste disposal, and maintenance of
bridges, streets and stoim drains The Cily owns and operates several major enterpiises including an electuc utility
system, water and wastewatei utility system, an aiiport and two public event facilities

Employees

Municipal employees are prohibited from engaging in strikes and collective bargaining undei State law An exception
allows fire and police employees to engage in collective bargaining (but not the right to strike) after a favorable vote of
the electorate The voters have not appioved collective bargaining foi either firemen or policemen Approximately 15%
of the City's employees are members of the American Federation of State, County and Municipal l^mployces, 8% are
members of the Ametican Police Association and 7% arc membeis of the International Association of Fire Fighters

The City does not have automatic escalators in payroll or in its icliiement systems The retirement systems may grant
cost-of-living mcieases up to 6% for the municipal employees and 6% for police officers and a peicentage based on the
amount of mcicasc in the Consumei Pncc Index foi the firemen only if recommended by the independent acruarj and
approved by the retncmcnt boards

Annexation Program

The City annexes IciiHory on a regulai basis Chaptci 43 of the Texas Local Government Code regulates annexation of
territory by the Citj Pnoi to annexing temtoiy, the City must develop a service plan descnbing the municipal services -

38



police and flic piotectioii, sanitation, piovision and maintenance of public facilities such as water and wastewater
facilities, loads, sheets, aiid paiks - to be provided to the annexed aiea Generally, those services may not be at a lowei
level of seivice than piovided in othei aieas of the City with similar chaiacteiistics The City is not obligated to piovide
a umfmm level of set vice to all aieas of the city where diffeimg chaiacteiistics of population, topogiaphy, and land use
provide a sufficient basis for different sen-ice levels

Undei cui ient "I e\as law, there aic basically tv.o processes for the annexation of temlory into a cifj '1 he thice-year
Municipal Annexatn)n Phin ("MAP") process applies geneialh to populated annexation areas, i e those tha t include 100
or more properties with a house on each lot Unpopulated aieas, aieas that aic annexed by consent, and aicas that meet
ceitain othei ctitena follow the "exempt area piocess" The processes involve .staff leview, development of a service
plan (or regulatory plan for a limited purpose annexation), property ownei notification, publication of a newspaper
notice, two public heatings, and ordinance approval The MAP process also includes an mventoiy of existing services
and a peiiod in which, for this paitrcular annexation, residents appointed by ihe County Commissioners negotiate with
city staff on the .sen ice plan

If the annexation seivice plan for an annexation area includes a schedule for the provision of full municipal semces, the
Cm' has two and one-half \ears fiom the date of the annexation to substantially complete the capital improvements
necessary to provide services to the area However, if necessary, the City may propose a longei .schedule A wide range
of services - police and flic piotection, sanitation, and maintenance of public facilities such as watei and wastewater
facilities, toads, sheets, and parks - must be provided immediately following annexation I 'aihue to provide municipal
services in accordance with the service plan may provide giounds foi a petition and com I action for compliance with the
service plan or foi disanncxatton of the aiea, and may also result m a refund of taxes and fees collected foi services not
provided Depending on the type of petition, a court may older the City to comply with the seivice plan or to disanne.x
the area The City may not leannex for ten years any area that was disannexcd foi faihue to provide semces

Some of the aieas which may be considered foi annexation will include developed aieas for which water, scwei, and
drainage services aie being piovided by utility distucts created for such purposes Existing ul ih ty districts, as well as new
districts that may be cieated fiom time to time, may issue bonds for then own improvements Such bonds aie generally
payable from the icceipts of ad valorem taxes imposed by the district and, in some cases, arc further payable from any
net revenues derived fiom the operation of its water and sanitary sewei systems Texas law geneially iccjmies that if a
city is annexing a distnct, the district must be annexed in its entirety Upon annexation by a city, a distnct is dissolved
and the city assumes ihc district's outstanding bonds and othei obligations and levies and collects ad valorem taxes on
taxable propeiry within the corporate limits of the citv ad valorem taxes sufficient to pay the principal of and mteicst on
such assumed bonds

The City also assumes liabilities when it annexes land in an Emergency Services District ("LSD") and that territory is
disannexed from the USD This liability, however, is limited to assumption of a pio-rata share of debt and assumption
of those facilities directh used to provide service to the area

The City Charter and the State's annexation laws provide the City with the ability to undertake two types of annexation
"Full purpose" annexation, discussed above, annexes territory into the City for all purposes, including the assessment
and collection of ad valorem taxes on taxable property The second type of annexation is known as 'limited purpose"
annexation by which tenitory may be annexed for the limited purpose» of "Planning and Zoning" and "Health and
Safety" Territory so annexed is subject to ordinances achieving these purposes chiefly, the City's xoning ordinance,
building code, and related ordinances regulating land development Taxes may not be imposed on propeity annexed for
limited purposes, municipal services arc not provided, and residents of the area are restricted lo voting only in City
elections for City Council and Charlei amendments The City believes that limited purpose annexation is a valuable
giowth management tool Since 1999 the City has annexed over 10,200 acres of teintoiy for limited purposes Strategic
Annexation Programs are developed annual!) These programs prionti/e areas to be consideted for annexation, usually
at the end of the calendar vcai, theieby minimizing the fiscal impact to the City due to annexation
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The following ublc sets fonh (in acics) the annual results of the City's annexations since 1996

Ciilcndai Year Full Puiposc.Aci.es (1) Limited Purpose Acies
1996 3,163 0
1997(2) 15,083 0
1998 2,660 1,698
1999 90 588
2000 4,057 4,184
2001 3,908 15
2002 - 2,019 1,957
2003 3,253 0
2004 1,114 7,030
2005 1,914 1,234
2006 351 621

(1) Includes acies converted from limited purpose to full piupose stains
(2) The 1997 annexation program included ten aiea municipal uti l i ty distiicts

Legislative action required the City to convert the Kan is Bianch and Moore's Crossing MUDs from full piupose to
limited purpose status in 1995 In 1998, the full purpose leannexation of the Harm Branch MUDs is reflected in the
table above

Recent Annexation

The Pcaice ]-ane/Ross Road area, located in southeast Tiavis Count), was convened to full purpose annexation status in
Decembei 2006 This annexation aiea was added to ihe Cny of Austin's MAP in 2003 and includes two Del Valle
Independenl School District sites Approximately $83 million in taxable assessed value ("TAV") and over 2,500
residents we*c added to the City Sunfield Municipal Uti l i ty District No 2 includes 575 acies southeast of Austin and
was annexed foi limited purposes in 2006

In 2005, full purpose annexation of the Spimgficld and Walnut Creek MAP areas added over $123 million in taxable
assessed vahie ("TAV") and 375 acres to the City of Aust in Neatly all the remaining A.very Ranch subdivision ateas in
Williamson County weie converted from limited to full piupose annexation status in 2005 A total of 1,914 full puipose
acies and ovct $140 million in TAV were annexed in 2005 Limited puipose areas annexed included Goodnight Ranch,
Watersedge ;md the Woods at Greenshores

Approximately £50 million in TAV was annexed foi full pmposes in 2004 Ovei 6,000 acres northwest of the City,
known as the Robinson Ranch area, and the 748 acre Ribelm Ranch aiea, were annexed foi limited purposes in June
2004 The Onion Creek area, annexed for full purposes in 2003, added over 1,200 acres, 3,000 residents and $190
million in TAN' to the City Total estimated TAV annexed in 2003 equaled over $375 million

Approximately $37 million in TAV and over 2,100 new lesidents wcie added to the City as a result of the 2002
annexation c>f the Canterbury Trails subdivision in southwest Austin Other 2002 annexations included right-of-way
tiacts, additional tracts in the A very Ranch subdivision, and othei undeveloped tracts The Wildhoisc Area neai Decker
Lake was annexed foi limited purposes in February 2002

The Del V;ille area, located near Austm-Beigstiom International Airpoit ("ABIA"), was converted to full puipose
annexation status in September 2001, and added appio\imntely 2,000 residents to the City Sections of the Avci) Ranch
Aiea weie also converted to full purpose status Other areas annexed in 2001 included over 700 acies of puvately
owned pieserve land, some developed single family, multi family and office tracts and other undeveloped acreage

Future Annexation

In the next few \ears a number of areas previously annexed for limited pmposes will be converted to full purpose status
MUD's coveted by strategic partnership agreements ("SPAs") aic planned to be annexed as well as areas included in the
Citv's MAP The most significant of the identified future annexation aieas aie shown below

40



— Grand Avenue Parkwa\ — full purpose annexation of commercial frontage along IN 35 is scheduled for
December 2007,

— Ribelin Ranch and Goodnight Ranch - limited purpose areas with conversions to full purpose status expected to
begin m 2007,

— Anderson Mill MUD and adjacent areas - annexation of noilbwest Austin aiea was postponed December 2008 per
tctms of the amended SPA,

— Lost Creek MUD and adjacent areas - southwest Austin aica was included in 2005 MAP Annexation, onginally
scheduled foi December 2008, is expected to be postponed After mediation and aibitiation ovci the terms of a
SPA, the MUD voted to appeal the -aibitiatoi's August 2007 iiiling which upheld the City's pioposal for a SPA with
a Iwo-phascd annexation,

— North Acres area — northeast Austin area was included in 2005 MAP with full purpose annexation scheduled for
December 2008,

- Peninsula aiea - propeities neai Lake Austin was included in 2005 MAP with full purpose annexation scheduled for
Dcccmbei 2008, and

— Spungwoods MUD and adjacent aicas - annexation was postponed until December 2007 or latei per tctms of the
amended SPA (includes assumption of debt foi dunnage impiovements and completion/maintenance of diamage
pi ejects)

Pension Plans

Thete are three contributory defined benefit retnement plans fot the Municipal, Fire, and Police employees State law
requites the Citv to make contributions to the funds in an amount at least equal to the contribution of the employee
group

The Police Officeis contribute 13 0% and the Ciiy contributes 18% of payroll The Municipal employees and the City
each contribute 80% The Fuefighters (who aic not membcis of the Social Secunty System) contribute 157% of
payroll, the City contributes 18 05%

The contributions to the pension funds are designed to fund current service costs and to amortize the unfunded
actuallal accrued liability of the Police Officer's Fund ovei 29 7 jea i s and the Fncfighter's Fund over 1159 years

The actuarial accrued liability for the Municipal Employees Fund as of December 31, 2006, was $1,974,010,618 The
actuarial accrued liability for the Police Officets' Fund as of December 31, 2006, was $576,125,324 The actuarial
accrued liability for the Firefighters' Pension Fund as of December 31, 2006, was $580,053,954 Actuarial studies were
performed for the Municipal Employees Fund and the Police Officer's Fund as of December 31, 2006 and foi the
Firefighter's Pension Fund as of Dcccmbei 31,2005

As reported in the actuarial valuation of the Municipal Employees Fund prepared for the period ending
December 31, 2006, due to significant asset losses that occurred in 2000-2002, current contributions to the Municipal
Employees Fund arc not sufficient to amortize the unfunded liability of die fund Accordingly, as of Decembei 31,
2005, the Municipal Employees Fund had an infinite funding period and, in the absence of significant actuarial gains,
then current contribution rates were not sufficient to support the cm rent benefit stiucture of the Municipal Employees
Fund However, in 2005 the City implemented a Supplemental bunding Plan which is expected to gradually increase the
City's contribution rate to the Municipal Employees Fund to 120% The additional contribution provided pursuant to
the SFP is intended to icmam in place until the funding period of the Municipal Employees Fund is reduced to below 30
\cars Once this occurs the City, at its discretion, may icduce the additional contnbution rate piovided pursuant lo the
SFP to a rate that produces a 30-year funding period Based on cm lent projections and in the absence of significant
actuarial losses, the City expects the SFP to enable the Municipal Employees Fund to reduce its funding period to 30
years by the time of the valuation for the period ending Decembei 31, 2014

Sec Note 8 to the City's Financial Statements foi additional information on the Pension Plans

Other Post-Employment Benefits

In addition to providing pension benefits, the City provides certain health care and insurance benefits to its retuees Any
retitee who is eligible io receive retnement benefits under am of the City's three pension plans is eligible for these
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benefits Post letnement benefits include health, dental, and $1,000 of life insurance The City pays a ponton of the
letirec's medical msuiance piemiuins unc! a portion of the retnee's dependents' medical msuiance picmmm The
portion paid by 'he Cit\ vaiies accoiding to age, coverage selection and years of seivice The City pays the entile cost of
the premium for life msuiance foi the ictiree

The Cm' iccogni/cs the cost of providing these benefits -as payioll expenses/expenditures in an operating fund with
corresponding tevenue in the Employee Benefits Fund The estimated cost of providing these benefits foi 2,682 retirees
was $15 5 million in 2006 and $13 3 million in 2005 foi 2,554 letnees

GASB released the Statement of Geneial Accounting Standaids No 45 ("GASB 45"), Accounting by Umployeis for
Othei Post-employment Benefits ("OPUB"), in June 2004 The City will be required to implement GASB 45, foi the
fiscal \eat beginning Octobei 1, 2007 GASB 45 sets foith standiuds for the measurement, tecogmtion, and display of
post-employment benefits, other than pensions, such as health and life msuiance for cunent and futute retitees Those
sub)ect to this pionouncement arc required to (i) measure the cost of benefits, and iccogm/e othei post-employment
benefits expense, on the accrual basis of accounting ovei the working lifetime of the employees, (11) piovide mfoimation
about the actuanal liabilities foi promised benefits associated with past services and whether, 01 lo what extent, the
future costs of those benefits have been funded, and piovidi: mfoimntion useful in -Assessing potential demands on the
employer's futuie cash flows The employei's contributions to OPEB costs that are less than an actuanally deteimmed
Annual Requited Contribution (ARC) will result in a net OPUB cost, which undei GASB 45 will be requned to be
recorded as a liability in the employei's financial statements The ARC is the amount that must be ptovided each yeai to
pay for the cos! of future retirees and to amortize the initial OPUB liability over a penod of 30 years There are no
requirements to fund the initial OPUB liability 01 to fund the ARC — they simph must be reported The City is assessing
the legal and accounting implications of GASB 45, if any, which will be applicable to its financial statements beginning
with the financial statements for the Fiscal Year 2008

To date, the City staff has completed an actuarial valuation fiom an outside consultant regarding the City's OPUB
obligations The valuation indicates a potential OPUB liability in the range of $556 million to $1 billion depending upon
the City's ability to fund the ARC There is still a lot of mfoimation the City will gather to determine its appioach to
implementing GASB 45 The Cit} has been working with a task foice consisting of employees and retirees to deteimme
which elements of the retiree health care plan they value most highly Using then input and mfoimation from other
sources, the City has run alternate scenanos to see what effect these would have on reducing the Cm's OPUB habilm
and related ARC In addition, the City plans to fully assess what other jurisdictions are planning to do with then
implementation of GASB 45

Insurance

The Liability Reserve Fund is the msuiance fund of the City for settled claims, expenses, and reserves relating to fifth
party liability claims for injury and propeity damage, including professional liability "1 he Liability Reserve Fund is used
to pay for actual claims incurred and related expenses for settling these claims, for budgeted administrative costs for the
fund's operations, and to estimate inclined, but not reported claims The Liability Reserve Fund had accrued liabilities
of approximately $6 9 million for claims and damages at the end of fiscal year 2006 Umplo\ ee injuries aie covered by
the Workers' Compensation Fund, and health claims are protected by the Employee Benefits Fund

CONTINUING DISCLOSURE OF INFORMATION

In the Ordinance, the City has made the following agreement for the benefit of the respective holders and beneficial
owners of the Bonds The City is required to observe the agieement for so long as it remains obligated to advance funds
to pa\ the Bonds Under the agreement, the City will be obligated to piovide ceitain updated financial mfoimation and
operating data annually, and timely notice of specified matcnal events, to certain mfoimation vendors This mfoimation
will be available to securities brokers and others who subscribe to receive the information from the veiidois

Animal Repor/\ — The City will piovide certain updated financial information and opeiatmg data to certain information
veiidois annually ['he information to be updated includes all the quantitative financial information and opeiatmg data
with respect to the City of the general type included (i) in the pot turns of the financial statements of the City appended
to the Official Statement as APPENDIX B, but foi the most recently concluded fiscal year end and (11) in the mam text
of the Official Statement under the subcaptions "Tax Valuation" with respect to the appiaised value as of January 1
during the fiscal \eai as to which such annual report relates, "Valuation and Funded Debt History," "Tax Rates, Levy
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and Collection History," "Ten Laigest Taxpa\eis," "Piopeity Tax Rate Distnbution," "Cuircnt Investments," "General
Fund Revenues and lixpendituies and Changes in Fund Balance," "Municipal Sales Ta\," and "1'ransfeis Fiom Utility
Funds" The City will update and piovide this infoimation as of the end of such fiscal jear 01 fot the (\velve month
peiiod then ended within six months aflei the end of each fiscal ycat ending in 01 aftei 2004 unless otherwise noted
above The City will piovide the update infoimation lo each nationally iccognived municipal securities infoimation
lepository ("NRMSIR") and to any state infoimation depositoiy ("SID") that is designated by the State of Texas and
approved by the United Stales Securities and Exchange Commission (the "SEC") The Municipal Advisor) Council of
Texas (the "MAC") has been designated as the SID fot the State of Texas

The City may piovide updaied infoimation in full lext or may incoiporatc b\ lefeiencc cciiam othei public!} available
documents, as permitted by SEC Rule 15c2—12 (ilic "Rule") The updated infoimation will include audited financial
statements, if the Citv commissions an audit and H is completed by the tequned time If audited financial statements aie
not piovidcd by thai time, the City will piovide unaudiled financial statements by tha t time and will piovide audited
financial statements when and if they become available Any such financial statements will be prcpaietl in accoidance
with the accounting pi maples described in APPENDIX B or such othei accounting principles as the City may be
required to employ fiom time to time pursuant to Stale law 01 regulation

The City's curient fiscal jeai is October 1 to Septembei 30 Accoidingh, it must ptovidc updated information by Match
31 in each year, unless the City changes its fiscal year If the City changes its fiscal ycai, it will notify each NRMSIR and
an) SID of the change

Material Eivtif Notue — The City will also provide timely notices of ceitain events relating to the Bonds to certain
information vendois I'he Cit) will piovide notice of any of the following cvcnls with respect to the Bonds, if such
event is material \vilhin the meaning of the federal secuiities laws, (1) ptincipal and interest payment delinquencies, (2)
non-payment related defaults, (3) unscheduled diaws on debt service leserves leflecting financial difficulties, (4)
unscheduled draws on credit enhancements tefleeting financial difficulties, (5) substitution of credit 01 liquidity
providers, or their failure to perform, (6) adverse tax opinions or events affecting (he tax-exempt status of the Bonds,
(7) modifications to lights of holders of the Bonds, (8) Bond calls, (9) defeasance, (10) iclease, substitution, 01 sale of
propciry securing repayment of the Bonds, and (11) lating changes with respect to the Bonds In addition, the City will
piovide timclv notice of any failure by the Cm to provide information, data, 01 financial statements in accordance with
its agreement descnbed above undei "Annual Repoits" The City will piovide each notice described in this paiagiaph to
any SID and to cithei each NRMSIR or the Municipal Securities Rulcmakmg Boaid ("MSRB") The foiegomg
notwithstanding, notices may be made solely by Itansmittmg such filing to the MAC as piovided at
http //www disilosureusa oig. unless the SEC has withdiawn the mterpietative advice stated in its letlci lo the MAC
dated September 7, 2004

Availability of Information from NPJ\'!SIKs and SID — The City has agreed to piovide the foregoing information to
NRMSIRs and any SID only The information will be available to holders of Bonds only if the holders comply with the
piocedurcs and pa\ the chatges established b\ such information vendois 01 obtain the information through securities
brokers who do so

The MAC has been designated b) the State of Texas as a SID The addiess of the A LAC is 600 West 8th Stieet, PO
Box 2177, Austin, Texas 78768-2177, and its telephone number is (512) 476-6947

limitations and Amendments — The City has agieccl to update infoimation and to provide notices of material cvcnls only as
descnbed above The City has not agreed to provide olhei information that ma) be relevant or material to a complete
presentation of its financial lesults of operations, condition, or prospects or agiecd to update anv information that is
piovided, except as descnbed above The Cm makes no icpresentation 01 wairaniy concerning such infoimation or
concerning its usefulness to a decision to invest in 01 sell Bonds at anv future date The City disclaims any conti actual 01
toit liability foi damages resulting in \\hole or in pait fiom any breach of its continuing disclosure agieement or from
any statement made puisuant to its agreement, although holdeis of Bonds may seek a wnt of mandamus to compel the
City to compl) with its agieement

I'he City may amend its continuing disclosure agreement to adapt to changed circumstances that arise from a change in
legal requirements, a change in law, or a change in the identity, nature, status, 01 type of operations of the City, if the
agreement, as amended, would have permitted an underwater to purchase or sell the Bonds in the offering described

43



herein in compliance with the Rule and eithei the holdeis of a majoi i ty in aggregate piincipal amount of I he oulsl-andmg
Bonds consent oi any poison unaffihated wilh ihe City (such us nation-ally iccogm/ed bond counsel) deteimmes that the
amendment will not matemlly impim the mteicsis of the beneficial owncis of ihe Bonds If the Cit) amends its
agreement dcsciibcd above undei "Annual Repoils" an explanation, in natiat ivc foim, of the leasons foi the
amendment and of the impact of any change in the t \pe of mfoimation and dala will be piovided

Compliance with Prior Undertaking - During the last five (5) yeais, the Ciiy has compiled in all maleiial tespects \vith -all
continuing disclosure agreements made by 11 in accoidance with ihe Rule The Cily did not teceive the Comprehensive
Audited Financial Repoit for the fiscal yeai ended Seplembei 30, 2006 (the "CAFR") fiom its auditors until
Octobei 23, 2007 As -a lesulr of not receiving the CAFR within 180 days of the end of the City's 2006 Fiscal Yeat, the
City filed unaudited financial statements with the NRMSIRs and the SID, in accoidance with its continuing disclosure
agreements On Octobei 13, 2007, the City filed the CAFR with the NRMSIRs and the SID

TAX MATTERS

Opinion

On the date of initial delivery of the Bonds, McCall, Paikhuist & Hoilon L L P , Bond Counsel, will rendci their opinion
that, in accoidance with statutes, legulations, published uilings and couit decisions existing on the date hcicof ("Existing
Law"), (1) inteiest on the Bonds foi federal income tax pin poses will he excludable from the "gioss income" of the
holders thereof and (2) the Bonds will not be treated as "specified ptivatc activity bonds" the mteiest on which would be
included as an alternative minimum tax piefeience item undei section 57(a)(5) of the Internal Revenue Code of 1986
(the "Code") Except as stated above, Bond Counsel will express no opinion as to any othei federal, state or local tax
consequences of the purchase, ownership or disposition of ihe Bonds Sec APPENDIX C - Foim of Bond Counsel's
Opinion

In tendering its Opinion, Bond Counsel will rely upon (a) ceitain mfoimation and lepiesentations of the Cit), including
information and representations contained in the City's fedcial tax certificate, (b) the repoit issued by "I he Aibitiagc
Gioup (sec "OTHER RELEVANT INFORMATION - Verification of Arithmetical and Mathematical Calculations"),
and (c) covenants of the City contained in the documents authon/ing the Bonds lelating to certain matters, including
aibitrage and the use of the proceeds of the Bonds and the propetty financed 01 lefinanccd therewith Although it is
expected that the Bonds will qualify as tax-exempt obligations for federal income tax pin poses as of the date of issuance,
rhe tax-exempt status of any scries of the Bonds could be affecied b\ futute events Howevci, futuie events beyond die
control of the Cltv, as well as the failure to observe (he afoiementioned representations or covenants, could cause the
interest on any series of the Bonds to become taxable tetioactively to the date of issuance

The Code and the regulations promulgated thcicundei contain a numbei of requirements that must be satisfied
subsequent to the issuance of the Bonds in order foi mteiest on the Bonds to be, and to remain, excludable from gross
income for federal income tax purposes Failure to comply with such requirements may cause mteiest on the Bonds to
be included in gioss income retroactively to the date of issuance of the Bonds The opinion of Bond Counsel is
conditioned on compliance by the City with such requirements, and Bond Counsel has not been retained lo monitor
compliance with these lequiiements subsequent to the issuance of the Bonds

Bond Counsel's opinion represents its legal judgment based upon us leview of Existing Law and the reliance on the
aforementioned information, representations and covenants Bond Counsel's opinion is not a guarantee of a result The
Existing Law is subject to change by the Congress and to subsequent judicial and administrative interpretation by the
courts and the Department of the Treasury There can he no assurance that such Existing Law or the interpretation
thereof will not be changed in a manner which would adveisely affect the tax treatment of the purchase, ownership or
disposition of the Bonds

A ruling was not sought from the Internal Revenue Service by the Cit} with lespect to the Bonds or the projects
financed with the proceeds of the Bonds No assurances can he given as to whcthet the Internal Revenue Service will
commence an audit of the owners of the Bonds, or as to whether the Internal Revenue Service would agree with the
opinion of Bond Counsel If an lntein.il Revenue Seivice audit is commenced, undet cuuent piocedures the Internal
Revenue Service is likely to treat the Issuer as (he taxpn\ci and the OWVHMS of ihe Bond:- may have no light 1o paiticipnte
in such procedure No additional mteiest will he paid upon any determination of taxability

44



Federal Income Tax Accounting Treatment of Original Issue Discount

The initial public of feting puce to be paid foi one or nioie maturities of the Bonds (referred to herein as the "Original
Issue Discount Bonds"), m.iy be less than the principal amount thereof or one or moic penods for the payment of
interest on of the Bonds may not be equal to the accuial penod 01 be in excess of one vest In such event, the
difference between (i) flic "stated ledemption puce at maturity" of each Onginal Issue Discount Bond and (11) the initial
offering price to the public of such Onginal Issue Discount Bond would constitute original issue discount The "stated
redemption puce at ma tin it}'" means the sum of all payments to be made on the Bonds, less the amount of all periodic
interest payments Periodic inteiest payments aie payments which aie made dining equal acciual penods (or during any
unequal period if it is the initial 01 final pcnod) and which ,uc made dining accrual penods which do not exceed one
yeai

Under Existing Law, any ownei who has put chased such Oiigmal Issue Discount Bond in the initial public offering is
entitled to exclude fiom gross income (as defined in scciion 61 of the Code) an amount of income with respect to such
Onginal Issue Discount Bond equal to that portion of the amount of such ongmal issue discount allocable to the acciual
penod For a discussion of ceuain collatetal fedeial tax consequences, sec discussion set forth below

In the event of the redemption, sale or othei taxable disposition of such Onginal Issue Discount Bond prior to stated
maturity, however, the amount realued by such owner in excess of the basis of such Onginal Issue Discount Bond in
the hands of such owner (adjusted upwaid by the poilion of the ongmal issue discount allocable to the period foi which
such Onginal Issue Discount Bond was held by such initial owner) is includablc in gross income
Undci Existing Law, the ongmal issue discount on each Onginal Issue Discount Bond is accrued daily to the stated
maturity thereof (in amounts calculated as desciibed below for each six-month penod ending on the date before the
semiannual anmveisary dates of the dale of the Bonds and ratably within each such six-month penod) and the accrued
amount is added to an initial ownci's basis foi such Original Issue Discount Bond for purposes of determining the
amount of gain 01 loss lecogm/ed by such ownei upon (he ledemption, sale or other disposition thereof The amount
to be iidded to basis for each accrual penod is equal to (a) the sum of the issue pnce and the amount of original issue
discount accrued in pnoi periods multiplied by the yield to stated matmiiy (determined on the basis of compounding at
the close of each Acciual penod and piopeily adjusted fm the length of ihe accrual penod) less (b) the amounts payable
as current interest duimg such accrual penod on such Original Issue Discount Bond

The federal income tax consequences of the purchase, ownership, ledemption, sale or othei disposition of Original Issue
Discount Bonds which aie not purchased in the mitral of feting at the initial offering pnce may be determined according
to mlcs which differ fiom those desciibed above All owners of Original Issue Discount Bonds should consult then
own tax advisors with respect to the determination for fedeial, state and local income tax purposes of the treatment of
interest accrued upon redemption, sale 01 othei disposition of such Original Issue Discount Bonds and with respect to
the fedeial, state, local and foieign lax consequences of the piucbase, ownei ship, redemption, sale or other disposition
of such Onginal Issue Discount Bonds

Collateral Federal Income Tax Consequences

The following discussion is a summary of ceilain collatetal fedeial income tax consequences resulting from the purchase,
ownership or disposition of the Bonds This discussion is based on Existing Law, which is sub)ect to change or
modification, retroactive!}

The following discussion is applicable to investors, other than those who ate subject to special provisions of the Code,
such as financial institutions, proper!} and casualty insuiancc companies, life insurance companies, individual recipients
of Social Security 01 Railroad Retirement benefits, individuals allowed an earned income credit, certain S corporations
with Subchaptei C earnings and piofits, foieign corpoiations subject to the btanch profits tax and taxpayers who may be
deemed to have incurred or continued indebtedness to purchase tax-exempt obligations

THE DISCUSSION CONTAINED HEREIN MAY NOT BE EXHAUSTIVE INVESTORS, INCLUDING
THOSE WHO ARE SUBJECT TO SPECIAL PROVISIONS OF THE CODE, SHOULD CONSULT THEIR OWN
TAX ADVISORS AS TO THE TAX TREATMENT WHICH MAY BE ANTICIPATED TO RESULT FROM THE
PURCHASE, OWNERSHIP AND DISPOSITION OF BONDS BEFORE DETERMINING WHETHER TO
PURCHASE ANY OF THE BONDS
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Interest on the Bonds will be ineluctable as an adjustment foi "adjusted cuiient earnings" to calculate the alternative
niinunum tax imposed on coipoiations by section 55 of the Code Section 55 of the Code imposes a tax equal lo 20
percent for coipoiations, 01 26 peieenr foi noncoipoiate taxpaycis (28 pcicenl foi taxable income exceeding 5175,000),
of the taxpayer's "alternative minimum taxable income," if the amount of such alternative minimum tax is giealei than
the taxpa\ei's regular income tax foi the taxable year

Under section 6012 of the Code, holdeis of tax-exempt obligations, such as the Bonds, may be tequned to disclose
mtciest received 01 accrued during each taxable year on their returns of fcdcial income taxation

Section 1276 of the Code piovides for oidmary income lax tteaiment of gain lecogmxed upon the disposition of a tax-
exempt obligation, such as the Bonds, if such bond was acquired at a "market discount" and if (he fixed malunty of such
bond is equal to, or exceeds, one yeai from the date of issue Such t icaimenl applies to "maiket discount bonds" to the
extent such gain does not exceed the accrued maiket discount of such bonds, although foi this put pose, a de inimmis
amount of market discount is ignored A "maiket discount bond" is one which is acquned by the holdci at a puichase
price which is less than the stated ledemption puce at matunty 01, in the case of a bond issued at an ouginal issue
discount, the "revised issue puce" (i e , the issue puce plus accrued otiginal issue discount) The "acciued maiket
discount" is the amount which bears the same ratio to the market discount as the numbei of days during which the
holder holds the obligation bears to the number of days between the acquisition date and the final matunt} date

State, Local and Foreign Taxes

Investors should consult their own lax advisors concerning the tax implications of the puichase, ownership 01
disposition of the Bonds undet applicable state 01 local laws Poteign investors should also consult then own tax
advisors regarding the tax consequences unique to investois who aie not United States peisons

OTHER RELEVANT INFORMATION

Ratings

The Bonds have received ratings of " " by Standard & Poor's Rating Services, a division of The McGraw-Hill
Companies ("S&P"), "_ by Fitch Ratings, Inc ("Fitch") and " " by Moody's Investois Service, Inc ("Moody's")
The presently outstanding tax supported debt of the City is rated " " by S&P, " " by Fitch and " " by Moody's
An explanation of the significance of such ratings may be obtained fiom the company furnishing the rating The ratings
reflect onh the respective views of such organizations and the City makes no representation as to the appiopnateness of
the ratings There is no assurance that such ratings will continue foi any given period of time 01 that they will not be
revised downward or withdrawn entirely by such rating companies, if in the judgment of one or all such companies,
circumstances so warrant Any such downwaid icvision 01 withdrawal of such ratings, or by any one of them, may have
an adverse effect on the market price of the Bonds The City will undeitake no responsibility to notify the owners of the
Bonds of any such revisions or withdrawal of ratrngs

Litigation

It is the oprmon of the City Attorney and City Staff that theie is no pending litigation against the City that would have a
material adverse financial impact upon the City or its operations

Registration and Qualification

The sale of the Bonds has not been registered under the Federal Securities Act of 1933, as amended, in reliance upon the
exemption provided thcieunder by Section 3(a)(2), and the Bonds have not been qualified under the Securities Act of
Texas in reliance upon various exemptions contained theicm, noi have the Bonds been qualified undei the securities acts
of any jurisdiction The Citv assumes no responsibility for qualification of the Bonds undei the securities laws of any
jurisdiction in which the Bonds may be sold, assigned, pledged, hypothecated 01 otherwise transferred This chsclaimei
of responsibility for qualification for sale or other disposition of the Bonds shall not be construed as an interpietation of
any kind with regard to the availability of any exemption from secuntics legist ration provisions
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Legal Investments and Eligibility to Secure Public Funds in Texas

Under the Texas Public Secunty Pioceduics Act (Texas Government Code, Chapter 1201), the Bonds aie (i) ncgoliable
instruments, (n) investmenr secunties to which Chapter 8 of ihe Te\;i,s Unifomi Commercial Code applies, and (in) legal
and authoiized investments for (A) an insurance company, (B) a f iduciary 01 trustee, ot (C) a sinking fund of a
municipality or other political subdivision 01 public agency of the Stale of Texas The Bonds are eligible to sccuic
deposits of any public funds of the State, its -agencies and political subdivisions, and aic legal security foi those deposits
to the extent of then maiket value Foi political subdivisions in Texas winch have adopted investment policies and
guidelines in accordance with the Public Funds Investment Act (Texas Govemmen! Code, Chaptci 2256), the Bonds
may have to be assigned a lating of "A" or its equivalent as to investment quality by a national t a ting agency before such
obligations are eligible invcstmcms foi sinking funds and other public funds In addition, vanous provisions of ihe
Texas Finance Code provide that, subject to a piudent mvestoi s tandard, the Bonds aie legal investments for state
banks, savings banks, tiusl companies with at leasi $1 million of capital and savings and loan associations

The Citv has made no investigation of other laws, uiles, regulations 01 investment ciitcna which might apply to such
institutions 01 entities 01 which might limit the suitability of ihe Bonds for anj of ihe foregoing purposes or limit the
authority of such institutions 01 entities to purchase or invest in the Bonds foi such purposes "1 be City has made no
review of laws m other states to determine whether the Bonds aie legal investment? for vanous institutions in those
states

Legal Opinions and No-Litigation Certificate

The Cm will furnish a complete tianscnpt of pioceedings incident to the aulhorix.ation and issuance of the Bonds,
including the approving legal opinions of the Attorney General of the State of Texas to ihe effect that the Bonds are
valid and binding obligations of the City, and based upon examination of such tianscnpts of pioceedings, the approving
legal opinion of Bond Counsel to the effect that the Bonds issued in compliance with the provisions of the Ordinance
are valid and legally binding obligations of the City and tiie interest on such Bonds is exempt from federal income
taxation under Kxrstmg Law (See "TAX MATTERS") Bond Counsel was not requested to participate, and did not
take part, in the pieparation of the Official Statement, and such firm has not assumed am responsibility with respect
thereto or undertaken independently to veiify any of the information contained therein, except that, in its capacity as
Bond Counsel, such firm has reviewed the statements and information in the Official Statement under the captions
"PLAN OF FINANCING - Refunded Obligations," "BOND INFORMATION" (except for the subcaption "Book-
Entry-Only System"), "CONTINUING DISCLOSURE OF INFORMATION" (except foi the subcaption
"Compliance with Prior Undertakings") "TAX MATI'ERS," "OTHER RELEVANT INFORMATION - Registiation
and Qualification of Bonds," "OTHER RELEVANT INFORMATION - Legal Investments and Eligibility to Secure
Public Funds in Texas" and "OTHER RELEVANT INFORMATION - Legal Opinions and No-Litigation Certificate"
and is of the opinion that the statements and information relating to the Bonds and the Ordinance contained therein
fairly and accurately describe the provisions thereof and is cotrect as to matieis of law The legal fees to be paid Bond
Counsel for services rendered in connection with the issuance of the Bonds ate contingent on the sale and delivery of
the Bonds The legal opinion will be punted on or attached to the definitive Bonds Certain legal mat ters will be passed
upon for the Underwriters bj Vmson & Elkins LLP In connection with the transactions described in this Official
Statement, Bond Counsel represents only the City

The vanous legal opinions to be delivered concurrently with the delivery of the Bonds express the professional judgment
of the attorneys rendering the opinions as to the legal issues explicitly addressed therein In rendering a legal opinion,
the attorney docs not become an insurer or guarantor of the expression of professional judgment, of the transaction
opined upon, or of the future performance of the parties to the transaction Noi does the rendering of an opinion
guarantee the outcome of any legal dispute that may arise out of the transaction

Financial Advisor

Public Financial Management ("PFM"), Austin, Texas is employed as Financi.il Advtsot to the City in connection with
the issuance, sale and deliver)' of the Bonds The payment of the fee foi seivices tendered by PFM with lespcct to the
sale of the Bond? is contingent upon the issuance and delivery of the Bonds PFM, in its capacity as Financial Advisor,
has not verified and does not assume any responsibility foi the information, covenants and representations contained m
any of the bond documentation with respect to the federal income tax status of the Bonds
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Underwriting
i

The Undcrwiiteis have agreed, subject to ceitam customaiy conditions to deliveiy, to purchase the Bonds fiom the City
at a pmchase price, exclusive of acciued mteicst, of ? (which includes an undcrwuling discount of
S ) The Underwriters will be obligated to pmchase all the Bonds if am Bonds aie puichased '1 he Bonds may
be offeicd ,ind sold to ceitain dealeis, and otheis at puces lowct than such public offcnng prices, and such public puces
may be changed, from time ro time, by the Underwrite!!, The icptesentativc of the Undenvnteis is Lehman Biothers

Verification of Arithmetical and Mathematical Calculations

The Aibitiage Gioup, Inc (the "Verification Agent"), a fnm of independent eeitificd public accountants, upon deliveiy
of the Bonds, will deliver to the City its icport indicating that they have examined the mathematical accuracy of
computations prepared by PFiM iclalmg to (a) die sufficiency of the anticipated icccipts fiom the Fedeial Securities and
on the Bonds and (1)) language legaiding yields

The repoii of the Verification Agent will include the statement rhat the scope of their engagement was limited to
verifying the mathematical accuracy of the computations contained in such schedules provided to them and that they
have no obligation to update then lepoil because of events occuiiing, or data 01 information coming to then attention,
subsequent to the date of then leport The report of the Vcnfication Agent will be relied upon by Bond Counsel in
rendering then opinion with icspect to the exclusion of interest on the Bonds foi federal income tax pmposes and with
respect to the defeasance of the Refunded Obligations

Authenticity of Financial Data and Other Information

The financial data and othei mfotmation contained heietn have been obtained fiom the City's iccoids, audited financial
statements and other sources which aie believed to be leliable Theie is no guaiantcc that any of the assumptions 01
estimates contained herein will be reali/ed All of the summaiies of the statutes, documents and lesokitions contained in
tins Official Statement are made subject to all of the piovisions of such statutes, documents and lesolutions These
summaries do not purport to be complete statements of such provisions and reference is made to such documents foi
furthei mfotmation Reference is made to original documents in all respects

Tins Official Statement, and the execution and deliveiy of this Official Statement was authon/ed by the Ordinance
adopted by the City Council on Januaiy 31, 2008

/s/Will Wvnn
Mayoi
City of Austin, Texas

ATTEST

A/ShirleyA Gentry
City Clerk
City of Austin, Texas
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