APPENDIX A
General Information Regarding the City
The following information has been presented for informational puiposes only
AUSTIN’S GOVERNMENT, ECONOMY AND OUTLOOK

The City of .\ustmn, chartered i 1839, has a Council-Manager form of government with a Mayor and six
Councilmembers The Mayor and Councilmembers are elected at lage fou three-year staggered terms with 4 maxumum
of two consecuttve tetms A petiion signed by a muumum 5 percent of vorers watves the tetm it for a
Councthmember The Ciry Managet, appotnted by the City Council, 15 responstble to them for the management of all
City employees and the admintstratton of all City affarrs

Austin, the capttal of Texas, 13 the foutth largest city 1 the State (behind Houston, Dallas, and San Antomo), with a
populatton of 714,237 m 2006 Over the past ten years, Austy’s population has mcreased by approximately 153,298
residents, an increase of 21 5 petcent Geographically, Austin conststs of approximately 296 square mules ‘The current
estimated median houschold mncome and pet capita tncome for the Austin-Round Rock Metropolitan Statistical Area
(MS.A) 15 $40,888 and $35,413, respectively

Ausntn s frequently recognized as a great place to bive, work, and play, with one of the most recent commendations 1n
Forbes Magazine, which listed Austin as one of its “top ten places for business’” 1 2005 and this year as a great place to
retire Austin was featured i Expansion Management magazine’s list of “America’s 50 hottest cities”, citing factors that
mclude business climate, workforce quality, operating costs, imcentive proglams, and the ease of wotking with local
political and cconomic development officials  Expansion Management also named Austin the top metro for future
business locations Business Week ranked Austin fourth m the US for projected job growth among metropolitan ateas
with at least 1 mullion residents and has forecasted 24 7 percent job growth fiom 2005 to 2015 Sustanlane com ranked
Austin m the top five “smart places to live” based on 1ts cost of living, housing matket, access to quality health care and
a strong economy Men’s Journal ranked Ausun second among Amertca’s heart healthy cities, cinng Mayor Will Wynn’s
efforts to make Austin the fittest caity in the U S by 2010

Anstm has long attracted a vanery of people and the teasons that diaw people to the City are varted The area has a
natural beauty and a first-rate patks depaitment that administers a number of public outdoor tecreational facthues,
mncluding neighborhood parks, greenbelts, athletic ficlds, golf courses, tenms courts, a veloway for bicy clists and in-line
skaters, miles of hike and bike fratls and striped bike lanes, a youth entertamnment complex, and swimmung pools The
long awatted second phase of Town Lake Park and the Mexican Amerncan Cultural Center weie completed duting the
summer of 2007

Residents of Austin enjoy many outdoor events, including art, music, and food and wine festivals, races and bicycle rides,
and the nightly flights of the world’s largest uthan bat colony Indoot events vary from music to museums to 1ce hockey,
art gallertes, and include an opera faciity and a wide vanety of restaurants and clubs Long recogmized as the “hve music
capital of the world”, Ausun boasts more than 120 hive music venues, and 15 home to the annual South by Southwest
(SXSW) mustc, film and mreractve festivals each spring, as well as the Austin City Lomuts Festival each fall Pollstar
named the Austin City Linuts Fesuval “festival of the year” duning its annual concert industry awards in 2006

The educational opportuninies 1n Austin have long drawn people to the ety  Among US cities with a population over
250,000, Austun 1s one of the most highly educated cities, with approxmmately 44 1 percent of adults twenty-five years ot
oldet, holding a bachelor’s or advanced degree With its seven mstttutions of higher learning and more than 119,202
students, educatton 1s a significant aspect of life m the Austin atea The University of T'exas at Austin (UT), the largest
public umversity 1n the natton, 18 known as a world-class centet of education and research

Since 1990, over 345,000 jobs were created in Austin Following September 11, 2001, Austin and the Cential Texas atea
faced a sigmificant economic downturn, resulting m 2 significant number of job layoffs and hrgh unemployment rates
Over the past few years, the Austin economy has sustaned a robust growth trend, with low unemployment, a strong
housing market, and business expansion throughout the area

The average annual unemployment tate was 43 percent m 2005 and 3 2 percent in 2006 The statewnde average



unemployment tate for Texas was 53 percent m 2005 and 4 1 petcent n 2006 Samsung lecttonies Co, Ltd, the
wotld’s second largest chupmaker, announced n Apul 2006 that the company will mvest $3 5 bilion m a new 300mm
wafer fab and create neatly 900 new jobs m Austin Samsung’s announcement s the largest sinple mvestment by a
foreign company n the United States "This 15 the fust 300mm wafet fuly 1w Cennal Teaas with only six in ensstence o1
under construction in the United States Hewlett-Packard has mdicated plans to build two dara centers in the Austin aten
and Advanced MMicro Devices, a manufactuter of semuconductor chips, is butldmg a new campus 1 southwest Austin
The City of Austin s also a corpotate paitner m Opportumty Ausiin, 4 five-year mutiative of the Greater Austin
Chamber of Commerce aumed ar cieatng 72,000 jobs and a $29 bidlion increase m payroll 10 the swirounding five-
county area by the end of 2008 Since the mception of the progiam m 2004, the employment base has expanded by
51,000 jobs

Sales tax revenuc showed steady imptovement in fiscal years 2004 and 2005, followed hy significant prowth . fiseal vear
2006 Sales tax revenue grew an aveiage of 66 percent in fiscal year 2004, 50 percent in fiscal year 2005, and 126
percent m fiscal yeat 2006, compared to prior vems Growth in tevenue has continued each quarter since the fowth
quarter of fiscal vear 2003 The 2006 gtowth rate 1s the third highest among major Tevas cities As a sign of sustaned
improvement, mitial sales tax revenue for the fust four months of fiscal year 2007 grew 139 peicent over fiscal yeat

2006

Single-family testdenual building perrmuts incteased by approaumately 3,219 permuts from fiscal vear 2005, representing an
approximate 20 5 percent mcrease ovet the previous yeat Assessed taxable property valuation within the City mcreased
approxmately $2 6 billion, or 53 percent from the puor vear Pioperty ax revenue mereased by $158 mullion or 72
petcent compared to the previous vear Property taxes fo1 2006 and subsequent years may be negauvely impacred by
lawswuits filed agamst the appratsal distuct, the swrs challenge the apprasal distuer’s property valuations for many
bustnesses If the challenges are successful, they could result 1n decreased rax 1evenue 1 funine years for the local taxmg
juusdrcnions, mcludmg the City

Total passenger traffic for the City’s muport tnereased by 75 percent in calendar year 2006 compaied to the previous
year Over 8 2 million passengets tiaveled through Austin-Bergsirom Internatonal Anport in 2006, both a milestone
and a record yeat for the facihty In 2005, JerBlue Arrways announced us plans to prowide service to Central Texas,
making Ausun the only city i the state to offer an service by JerBlue  Begiamng in January 2006, the long sought after
discount airline began opetating out of Austn, with nonstop service to New York’s John IF Kennedy International
Awrport and Boston Logan Internanonal Awrpoit Aciomexico, Mexico’s laigest anline began offenng the only
mternauonal non-stop service from Austin with flights to Mextco City statting in December 2006, providing Central
Texas access to all of Mexico’s great desunations Other posinive mdicators 1n 2006 included an 1ncrease of 24 9 percent
n hotel occupancy taxes compated to fiscal year 2005 and an mciease of 16 8 percent 1 velucle rental raxes earned mn
fiscal vear 2006

Thioughout the downturn m 2002 through 2005, City management mplemented cost savings while mamtaning a
structurally balanced budget Emphasis was placed on petmanent 1educttons rather than one-tune 1eductions that would
have o be re-addressed m the future and 1evenue imnanves were unplemented to bung fees moie in line with cost of
service and to adjust them for inflaton  Other budgetary accomplishments mclude mamntaining the effective tax rate
during the downturn, ensuring that no public factines closed, mamtammg utthty nansfer rates 1 conformity with the
City’s financial policies, and placing no 1eliance on “one-tme” funds to be utlized as revenue funding sources In fiscal
year 2006, Cuey staff continued the policy of presenting a budger 10 the City Counail that 1s both sound and balanced,
and also began strategically remnvesting 1n the Cary’s workforce and 1ebutlding the services provided fo the community

Economic indicators mdicate that the condittons wie good for (he contnuing economic growth m Austn and
surtounding areas The revenue tecovery that hegan in 2005 has continued unabated n 2006 and was reflected 1 the
projections developed for the fiscal year 2007 budger, which was adopred by the Ciy Council m September 2006 For
the futute, Ausun’s stiengths continue to be the ones that led 1o growth i the past  a highly capable woikfoice,
nnovatton and entiepreneurship, the prosence of a world-class tescaich unversity and several other msutunions of
higher learning, sttong community assets and a supetior quality of hife

MAJOR INITIATIVES AND ACHIEVEMENTS

The City has a number of significant minanves underway o1 tecently completed, as desenibed below  These mittatives
should have a posttive effect on the City’s cconomic health and services to tesidents and businesses



General Obligation Bond Election

A successful general obligation bond election on November 7, 2006, was the culmmation of a long journey and much
hard work that began in 2005 when staff presented a compichensive analysis of the City’s debt capacity and
mnfrastiucture needs to the City Councll The November clection date gave Austinttes a chance to decide the fate of
seven bond proposmtions ammed at providing quality public services and 1esponding to Central Texas’ growth They
responded ot erwhelmmgly in suppoat of $567 4 million 1n funding for projects that include transportatton, dramage and
water quality ptotection, parks facilities and parkland, community and cultutal facdities, affordable housing, a new cential
library, and public safety facilities

This past year, staff worked haid to support Counatl’s appointed Bond Election Advesory Commuttee (BLLAC) to 1eview
and make recommendations on proposed bond projects The BIEAC presented its recommendattons 1n February 2006
In May, two public hearings provided an opportunuty for the City Council to 1ecerve feedback about the upcommg Bond
Ldection Councilmembers used the BEAC recommendations, staff briefings, and public mput to determme the hond
program that voters would be asked to consider m November

The November bond election marked the largest general obligation bond election mn the Cio’s history, vet Moody's
Investor Services noted that the City continues to mamtam a manageable debt position Moody’s announced 1 Aungust
2006 that the City of Ausun’s general obhgation bond 1ating has been upgiaded from an Aa2 rating to an Aal ratng In
upgrading Austin’s bond rating, Moody’s indicated confidence that the Ciey has the financial capaaity to carry out the
$567 4 mullwon bond program and stated 1t “believes additional debt can be layered 1n without sigruficant upward
pressute on the debt positton ” Moody’s acknowledged that the City has an “aggressive capital plan 7 Moody’s also ated
Austin’s economic recovety, robust tax base, and piudent management of cash reserves as key facrors contributing to
the upgrade A quote fiom Moody’s credit analysts in August 2006 “Considenng the City’s ample reserve levels,
conservative budgeting practices, strengthening of 1eserve policies, continued property and sales tax revenue growth,
proactive actions in tegatds to its penston labiity, and management’s proven ability to gude the City thiough a
significant economic downturn, Moody’s believes the City’s financial opetations are conststent with the high level Aal
rafing category ”

Additionally, the City Council’s mnclustve approach of mvelving community leadets m the bond election process,
combined with staff's consistent support and management of the process, have pad off, providing the City with the
funding to help meet the capital needs of Austin for the next seven years As the Austn Chronicle noted m 1ts
retrospective of the top ten local stones 1 2006 “The least controverstal, vet most hikely to improve the common
quality of hfe, were the seven mumicipal bond propositions passed overwhelmingly in November, underwntng
everything from basic infrastructure to affordable housing to open space, cential library to film studio  As ttiumphant as
the bonds themselves, was the public winnowing process — a neaily two-vear progress mvolving a broad cioss section of
the entire city Kudos to everybody!”

Economic Growth and Planning Imtiatives

Downtown Austin has virtually undergone a development 1enaissance, and offers a vibrant and diverse atray of shops,
restaurants, tive music venues, museums, and theater fot 1ts residents and visttors  This vitality also shows up m the
City’s citizen survey results, which reflect a higher level of satisfacton than last vear The Second Street Retarl Districe
conttnues to show strong results, with 73 percent of the avatlable retail spaces open for business and 100 percent etther
leased or in development The district eventually will have 200,000 square feet of space to shop and dine along Second
between Colorado and San Antomo streets  The fitst shops opened 1 the district in June 2005 At the northwest
cornet of Sccond and Guadalupe, AMIT has begun constructing another butlding  This new 18-story structure wall
contain 231 apartments brnging mote customers to the Second Street area  The building also wll have 40,000 square
feet of ground-floot retail space ‘The operung of Austin fava m City Flall completed the City Hall construction project

Other planned projects, including conunued tedevelopment on Second Street, will enable Austin to realize 1ts potential
as a downtown ressdential matket  The development of “Block 217, City-owned land located dnectly actoss the street
from City I1all, will be a major mixed-use development with street-level reratf store fronts and a hotel The project
creates an opportunity for Austin City Limats to relocate to the heawt of the warchouse distnet  In December 2006, the
Caty completed the sale of “Block 217 1o Stratus Pioperties, which will pave the way for development to begin In 2005,
the City also created a decommusstoning plan for the Green Water Treatment Plant, located on the shores of T'own
Lake, mncludmg identtfication of alternatve sttes for a new neatment plant and creation of a redevelopment plan for the



eatsting stte In Febraary 2006, the City Council passed a 1esolunion designating the site as the location of the new central
libtary approved for bond funding by voters 1n November 2006 The City also negouaied with a developer for
redevelopment of the circa 1950 Att Deco Seaholm Power Plant and adjacent propetty, to create a high quality, mixed-
use cultuial atnaction

Following a successful referendum on s long-range nansit plan in November 2004, the Capital Metropolitan
Transpotation Authouty (Capital Metro) will be mplementing new transit services, including utban commuter 11l m
2008 and rapid bus service  In May 2005, the City Council adopted a Transit-Ouented Development Ordmance (T'OD)
designed to spectfically support tiansit and inciease use of publicly funded transtt mvestments  Key featmes of the
otdimance mclude moderate to high deasyty, pedestian omentation, mixed use, strong tuansit connection, publc and
puvate pattnetships and market wesponsive development A statton area technical advisoty group has heen assembled,
which includes 1eptesentatves from Capital Metio, to help guide the vistonmg process that will enable preferied station
area coneepts to emerge Finalizaton of the mutial theee stanon area plans ts expected n the fall of 2007

The redevelopment of Robert MMueller Municipal Aurport 15 underway  In December 2004, the City completed and
apptoved the Master Development Agreement (MIDA), with a master developer to convert the old awrport site inro a
vibtant mixed-use community The MDA calls for the development of a full 1ange of land use in order to promote 2
viable transu-otiented community for iesidents and employers  The Citv has cstablished goals in oider 1o achieve
community-based values in a number of meas including affordable housing, green bwlding, and publicly accessible
greenways and parks MMajor development mulestones 1cached m the last year include

I'he fitst majo1 project, a new Childien’s Hospnial, opened in the summer of 2007

—  In 2006, the City negottated a ground lease with the University of Texas for development of the Dell Pedsatric
Rescatch Institute, which has begun constiuction

—  Constiuction of the retal center will occur m phases, with the first phase openmp m the spring of 2007
Ultimately, the rerail centet will diaw customers thioughout the region upon 1ts planned completion 1n 2008

~  The developer, Catellus Austin, has announced homebutldets for the first phase of the Mueller community

The 1ange of new home chotces at Mueller mcludes single-famuly yard houses and 1ow houscs, live-woik “shop

houses” and muln-family “Mueller Houses,” and mived-use apartment and townhouses  The first Mueller

homes are expected to be complete wn late 2007

Environment and Quality of Life

Alany of the Cuy’s accomplishments m 2006 assist in the achievement of the Ciry’s viston of being the most bvable cty
i the country

Austin s 1anked the fourth safest aity in the nation for 1s low violent cnme 1ate — behind Honoluly, San Jose and El
Paso The violent cume rate reported by the Austin Police Department m 2006 was 5 2 per 1,000 populaton Changes 1n
enfotcement to reduce the number of tiaffic fatalities yielded positive results 1n 2006 The number of naffic fatalines
decreased by appioximately 9 8 percent, from 71 1 2005 to 64 1n 2006 It was the third lowest totul m ten years Dunng
2006, the Austin Police Department implemented a ttaffic merdent management plan that promotes the removal of
collisions friom major roadways, which helped to deciease the number of naffic fataliies 1n 2006, rhe Austin Police
Depattment also implemented on-hine public access to ctime teports by neighbothood

Preserving and protecting Ausan’s environment contubutes to the quality of hfe that the Cuy's residents value  In
November 2005, the City Couneil voted unamimously 1o ban the sale and use of pollunon-causing coal tar containing
pavement sealants, a first in the nation response to thus environmental sk The proposed ban 1s based on two years of
tesearch by City biologists and other environmental scientists and became effective in January 2006 Pavement sealants
are protective swface fiushes gpically used for parking lots and dnveways  The Waretshed Protecnion and
Development Review Department has also begun developing technical entena to enable the development communzty to
tecetve credit for mnovanve water quality contiods, such as biofiltravon and ramnwater harvestng, as well as compleung a
number of m-house erosion designs that protect threatened property while enhancing the narual creck setting a1ound
the properties The Sehid Waste Services Depattment has began 1o address the long-range sohd waste planming needs of
Cennal Texas m conjunction with the Long-Range Selid Waste Planmung Task Force which repiesents a bioad spectrum
of mult-stakcholder interests and complements the woik undertaken by the City of Austin Sohd Waste Advisory
Commission and other central Texas solid waste planning efforts



Other mtatives, such as the adoption of affordable housing goals 1n the University Neighbothood Ovetlay and cieanng
stiategtes fo help mupigate gentuficatton under the Community Preservation and Revitalization program, add to the
quality of hfe  In Apul 2005, on the 5th Anmversary of the Cuy’s SM AR Houstag™ policy, the Internanonal
City/County Managers’ Assoctation named 1t a best pracuce  Five yvems ago, the City of Ausun established the
SMART Houstng!™ (Safe, Mined Income, Accessible, Reasonably Puced, and Transit Onented) tunative to sumulate
the cieanton of reasonably prced homes withun the city lunus of Austm This minauve provides development fee
watvets and othet benefits for projects that meet all S M A R'T Housing™ standards, including at least 10 percent of the
units meeting the “reasonably puced” standard by servmyg families at or helow 80 percent of the Austin area median
famly meome  In 2006, the Housmg Smaits housing counsehing program was established and offered fice, three-past
homebuyer vducation cousses to City of Auson tesdents  The cowrse teaches about the basics of money management,
mortgages, 1ealtors, and preventing foreclosure

"The Citywide Information Center Pioject has expanded the use of 3-1-1 from a public safety non-emergency numbet fo
one that can be uulized for all City services The 3-1-1 Citywade Informanon Center continues to grow and supports
sixteen divistons within five different departments Customer Service Repiesentatives field an average of 1800 calls per
day 1esulting m a daily average of over 400 service requests tssued fo patticipating depattments  The center has been
successfully relocated to the Ruthetford Lane Campus and has begun to answer the 3-1-1 calls that wete previously
touted to AI'D

First Workets was featured as 1 model program on Nanonal Public Radio "I lus past fiscal vear the Day Labor Program
shewed 2 syuficant ncrease i placements with mote than 70 percent of woikers compared to less than 50 percent
average last year  Safety nauming was provided i Maich for First Woikers” chients in collabotanen with the Hispamc
Contractor’s Association, Hlome Depot, and Newmark Homes

Uulity Projects and Inttiatives

Austin bnergy 1s implemening a Quality Management System based on the [SO 9001 2000 Standard established by the
Inteinanonal Organization for Standardizanon (150} Austin Energy will seck ISO tegisnanon in December 2007 150
registration certifies that an organizaton conforms to the 18O 9001 2000 Standard for a quality management system
The quality management system and 18O 1egistiaton will enhance AE’s ability ro meet 1ts customer 1equirements for
mmproved power quality and rehability and customer sansfaction  Reggstiation 1s significant because Al will be the first
uility i the country to obtain [SQ 9001 2000 Registraton of transnussion and distubution processes

By improving the cnergy effictency of homes and businesses, Austin Energy over the past year reduced peak demand on
generating plants by 57 megawatts (MW)  This represents the latgest peak eneigy savings ever i the 24-vear hustory of
the programs — saving electricity sufficiens to power 37,000 homes  The amount of power generated at Decker Power
Plant dunng the peak demand months was more than 20 peicent greater than the previous veas, but the NOz emission
rate was 1educed by almost the same peicentage keeping emissions almost the same as last year A campaign to persuade
automakers to manufacture plug-in hybud electric velucles (PHEVS) by demonsnaung a nationwide matket began 1
January 2006 and has since signed up mote than 500 patmners nanonwide, including more than half of the 50 largesi
ctties 1n the nation and partners in 41 states  Plug-in hybud velucles were mentioned i the 2006 Presdent’s State of the
Union Address and recent federal legislation

The Austn Water Unlitv launched the Austin Clean Water Program m 2001 because of an Admuustrative Order from
the US Envuonmental Protection Agency to elminare overflows from its wastewater collection system by the end of
June 2009 The Unlity remains on schedule to complete the necessary tequutements that are cutrently estimated to cost
$400 mullion, with over 48 percent of total impiovements mnstalled  In other mnanves durmg the past year, the Ausnn
Water Uttty tehabiitated over fifteen miles of wastewatet pipelines with minunal unpact on traffic and neighborhoods
by avoiding open cut construction

Additienally, both unlity svstems recerved upgrades to their bond ratngs  1In November, 2006, the Ausun Water Uiy
recetved upgrades from two wting agencies  Moody’s Investor Services and Standard & Poor’s  Moody’s upgraded the
Ciny of Austin unhry’s debt friom Al to Aa3 and S&P upgraded the Ausun Warer Unhty to A+ ‘The impioved raungs
will allow the utility to 1ssue debt at a lower interest 1ate m the furure  Both rating agencies ated the utihty’s growing
customel base and favorable econonuc trends m the utslity’s service area Moody’s cued 1ts belief that the Austin Wares
Uttty “sill contmue to pursue prudent financial management” and that City offiuals “ate commutted 1o the fiscal health
of the (water/wastewatet) system 7 In May 2006, Moody’s moved Ausun Encrgy up two notches from A3 to :\1, citing



the utlny’s continued sound compeunve postiton and diverse power supply, 1ts close 1elanonship 1o the City of Ausun,
its sausfactory financial record ncluding stiong debr service coverage, and a moderate debt posttion

Type Ifatch Moody’s S&P

Combined Uulity System

Prict lien AA- Al An-

Suboidinate hen AA- Al A+
Electiic

Sepaiate ben AA- Al At
Whater and Wastewater

Sepatate lien A- Aa3 A+

Status of City Services

Ihe wviston of the City of Austin ts to be the most bivable community m the countiy  To achieve this vision, the
govermng leaders of the City wvite catizens to participare in the Cittzen Satisfaction Survey  “The City has conducted the
survey yearly simce 1997

Austin residents assign a very high level of importance to public safety services, including 9-1-1, EMS, I'ne, and Police
Genetally, satisfaction with most public safety services contimues to be high and 2006 survey 1esults improved over 2005
Although neghbothood policng and traffic enfoicement 1ank low as compaied to othey public safety services,
neighbothood policing showed the most impiovement from 2005, notably 1 police cooperanon with neighborhoods
Sausfaction with emergency medieal services (EMS) among people who have used these seivices within the last 12
months has diopped compated to last veat’s survey result with the pumary factor ated as nmehness  This statistic 1s
consistent with the usmg call volumes that EMS has expentenced  The fiscal year 2007 budget, approved by the City
Counctl v Seplember 2006, mcluded the addinon of a peak load unit to rove duning nmes and 1n arcas of the city where
call volumes ate lugh  Addinonally, two new EMS stations wete opened in 2007

Residents have generally expressed satisfaction with the services provided by the Patks and Recieation Department from
yeat 1o venr  In 2000, sansfaction has declined slightly and the survey 1csults appear to focus on the conditon of our
factlines, notably the appeaance of park facilites and grounds and the availlabilry of patks and pieserves  Our
successful bond election 1 November 2006 mcluded 320 millton for parkland acquisinion and $64 7 mullion for patk
facthnes, tageted primanly at major rehabilitation of our exisung facilines  Of the §64 7 mullion for park facilities, the
bond package will include 333 million to renovate our butldings and facilities, pools, and park mfrastiucture  Abour 60
percent of all residents use hibtary services duning the year  The overall rating of ibtary services has increased compared
to 2005, with satisfaction related to avalability of materrals showing the most improvement

Survey tesults continue to show that Austin atizens consider the environment as one of their top prouties  Residents
are most satisfied with the quality of dnnking water, consistent with 2005 findings [0 2006, sansfaction with almost all
service areas has imptoved over 2005 The preservation of green space slipped somewhat compared (o the 2005 survey
results, but was sull higher than the results for 2003 and 2004 ‘The November bond package included §50 milhon
funding for acquisition of land, mcluding fee utle and conservation easements n the Batton Spungs contribufing and
rechatge vones and should favorably impact ratings n the future  For the fitst ume, swvey tesponses mdicate that
citizens sce significant unprovement 1n the road condittons 1n Ausun  About 70 percent of respondents view road
conditions as “good” or “mostly guod” compared to 62 percent n 2005 Sausfactton with the taffic flow and tiaffic
sygnal omng on ity sticets has also mcreased compared to 2005 survey 1esults, yet caitzens sl temain dissatisfied with
road condittons and tuaffic flow overall Both of these categonies remamed m the top L0 cuttzen wsues i 2006

The top 1ssues of inporrance to Austin residents, listed i rank otder, are
—  Road conditions and new roads
- Gl()\\"l]l m.m‘lgmncnl

—  Costof hving

Orther 1ssues that citizens considered important, also 1n rank oides
—  Tax-iclated 1ssues {including 1ates, fees and charges)

—  Mass transn



— DPolluton-related 1ssucs

- Quality of life (mote green space, atts, etc)
—  Publc educanon issues

- Warer quality and supply

= Management of budget

[he City 15 commutted to mcorpotating the public’s piefetences inte s stuategic planning and usmg the public’s
expresston of satisfaction as a cutrenton of accountability

[The remarnder of this page o imtentronally left blank ]
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Penod
1-1-03
2-1-03
3-1-03
4-1-03
5-1-03
6-1-03
7-1-03
8-1-03
9-1-03

10-1-03
11-1-03
12-1-03

Average Annual Unemployment Rate

AVERAGE ANNUAL UNEMPLOYMENT RATE
B 5%
7 5%
6 5%
5 5% —8— Austin MSA
—8—Texas
4 5%
—H— USA
35%
25%
1 5% T T T T T T T T T T T T T T 1
1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007
Nowv
Source Texas Workforce Commission
Austin MSA Texas us
1997 3 1% 5 2% 4 7%
1998 2 8% 5 0% 4 4%
1999 23% 4 7% 4 1%
2000 30% 4 2% 3 8%
2001 4 9% 5 3% 4 7%
2002 5 7% 6 2% 5 4%
2003 5 9% 6 6% 5 8%
2004 4 8% 5 8% 5 1%
2005 4 3% 5 3% 4 8%
20006 3 2% 4 1% 4 3%
2007 Nov 3 5% 4 1% 4 5%
Note Information 1s updated pertodically, data contamed herem 1s latest provided
Source ‘lTexas Labor Market Review, December 2007, Texas Workforce Commussion
City Sales Tax Cellections (In Milhons)
Amount Penod Amount Penod Amount Pepod Amount Period Amount
$ 8249 1-1-04 § 8883 1-1-05 ¥ 9076 1-1-06 $10334 1-1-07 §11 422
11 463 2-1-04 12382 2-1-05 13171 2-1-00 14 818 2-1-07 16 371
8218 3-1-04 8693 3-1-05 9049 3-1-06 10034 3-1-07 11080
7981 4-1-04 8 534 4-1-05 8 660 4-1-06 9930 4-1-07 11414
10 644 5-1-04 10 867 5-1-05 11795 5-1-06 129350 5-1-07 14011
8519 6-1-04 9384 6-1-05 9718 6-1-06 10725 6-1-07 11748
7 908 7-1-04 8 980 7-1-05 8936 7-1-06 11 981 7-1-07 12011
10414 8-1-04 11474 8-1-05 12004 8-1-06 11 880 8-1-07 14101
8510 9-1-04 9157 9-1-05 9938 9-1-06 11152 9-1-07 11 883
8832 10-1-04 0214 10-1-05 10 182 10-1-06 11 535 10-1-07 12 257
10 686 11-1-04 11 340 11-1-05 11735 11-1-06 13401 11-1-07 14774
8817 12-1-04 91354 12-1-05 10 532 12-1-06 11525 12-1-07 12365

Source City of Ausun, Budget Office



Ten Largest Employers (As of September 30, 2006)

Emplovet Pioduct o1 Service Limployees
State Govelnment State Government 36,216
The University of Texas at Austin Education 22,450
Dell Computer Corporaiton Computers 17,000
Ciry of Austin City Government 11,425
Federal Goveinment Federal Goveimnent 10,624
Austn Independent School Distiter Educanon 10,617
Seton Healthcare Nerwoik Healtheare 7,538
IBM Corporation Computets 6,200
5t David’s Healtheate Pattnersinp Healtheate 5,712
Wal-Aatt Retail 5,648

Soutce 20006 Comprehensive Annual Financial Reporr

Transportation

Air Cargo Activity Passenger Activity

Founds {in Millions} Millions
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Source COA Aviation Department 2007 activity through Source COA Aviation Department 2007 Actvity through
November - Calendar Year bass November - Calendar Year basis

25

‘07

Austun-Bergstrom International Aurport
Pror to May 23, 1999 all passenger actuvity was out of Rolent Mueller Mumecipal Airpott

The City of Ausun’s Austun-Bergstrom Inteinational Aurport, which opened for passenger service on Mav 23, 1999, 1s
served by 12 major arhines with scheduled an service Aevomewco, Amenican, Continental, Delta, Expressiet, Fronter,

JetBlue, Midwest, Notthwest, Southwest, United, and US Amrways Non-stop service 15 available to 44 U S destinations
and 1 mictnational destination

Rail facilinies are furmished by Unton Pacific and Longhorn Ralway Company  Amttak biought passenger tramns back to

the City i January 1973, as onc of the mfrequent stops on the Mexico City-Kansas City route  Bus service is provided
by Greyhound and Ketrville Bus-Coach USA

On January 19, 1985, the atizens of Ausun and several swroundmng areas approved the ereation of a metropolitan transit
authonty (“Capeal Metro”) and adopted an addional one percent sales rax to finance 4 tiansit system for the area which
was later teduced to thice quarters of a petcent, cffective Apul 1, 1982 On June 12, 1995, the Capatal Meno board
approred a4 one quarter percent mcrease in the sales tax thus returning ro one percent effective October 1, 1993

A-10




Wealth Indicators

I'he Austin-Round Rock MSA has experienced growth not only in populanon, but also in median houschold income and
pet capia personal income, while mamtamning a low unemploy ment 1ate

Demographic and Ecenomic Statistics
Last T'en Fiscal Years

Medhan Capita
Atrea of Houschold  Personnel
City of Austin Incorporation  Population Income (MSA) Income Income  Unemployment
Year Populanton (13 (Sq AMiles) (1} MSA 2)(3)  (Thousand of Dollats) (2)  AMSA (2) MSA 2y Rate (MSA)Y (3)
1997 560,939 232 1,111,264 28,191,969 31,362 25,369 31
1998 608,214 254 1,155,579 33,116,579 33,690 28,658 29
1999 619,038 252 1,205,898 37,408,615 36,532 31,021 23
2000 628,667 265 1,249,763 41,157,290 36,321 32,548 390
2001 661,639 266 1,319,000 42,489,015 39,811 32,213 49
2002 671,044 273 1,346,332 41,908,425 47,089 31,128 57
2003 674,719 276 1,376,005 43,142,172 41,909 31,353 59
2004 (83,551 291 1,411,199 45,854,868 39,227 32,494 47
2005 695,881 294 1,452,529 49,394,000 40,335 34,005 43
20006 714,237 296 1,533,308 (4) 53,024,459 (4) 40,888 (4) 35413 39
1997-2006 Change 21 46% 21 49% 27 53% 46 83% 23 30% 28 36%

(1) Source Ciry Demogiapher, Crty of Anstn, Neighboithood Planning and Zoning Department based on full purpose
arca as of September 30

(2) Source Buicau of Economic Analysis

(3) Source Buieau of Labor Statistics, Texas A&M University

(4) Data not available for 2006 Figures ate estimated

Growth Indicators

Aunstn has expenenced consideiable growth as evidenced by the following wility connection and buldding permit
SEATISHICS

[1he remainder of this page &5 intentionally lefi blank |



Connections and Permats

Utility Connectrons Bulding Permuts

Year Electiic Whater Gas Taxable Federal, State and Muwmcipal Tortal

1991 281,926 142,721 131,713 § 327,777,503 $33,619,419 $ 361,396,922
1992 286,413 141,210 139,529 435,053,697 5,162,800 440,216,497
1993 291,896 146,396 143,088 607,717,144 70,976,449 678,693,593
1994 298,662 148,148 142373 840,043,119 19,643 501 859,686,620
1995 306,670 149,867 147,023 870,446,315 11,087,831 881,534,146
1996 319,518 151,757 148,124 1,246,232,619 89,945,847 1,336,178,466
1997 326,816 156,397 156,752 1,023,114,762 2,374,539 1,025,689 301
1998 342,263 168,907 165,274 1,434,660,615 46,722,845 1,481,383,460
1999 348721 173,038 173,150 1,501,435,229 54,399,189 1,555,834,418
2000 344,134 176,094 172,063 1,797,039,075 34,334 286 1,831,373,361
2001 349,671 178,608 172,177 1,625,508,854 71,189,116 1,696,697,970
2002 359,358 182 977 193,278 1,261,868,130 38,727,017 1,300,595,147
2003 363,377 184,659 199.042 1,189,489,091 17,084,652 1,206,573,743
2004 369,158 188,441 203,966 1,280,385,298 20,533,975 1,300,919,273
2005 372,735 192,511 207,686 1,405,871 887 40,484,950 1,446,356,837
2006 380,096 197,511 213,009 2,353,171,746 16,526,040 2,369,697,786

Source 2006 Comprehensive Annual Fmancial Report
Housing Units

The average two-bedroom apartment 1 the Austun MSA was $799 per month, with an occupancy 1ate of 93 0% for the
second quarter 2007

Residential Sales Data

Year Numbet of Sales Total Volume Average Price
1996 12,597 1,672,441,903 132,765
1997 12,439 1,762,198 574 141,667
1998 15,583 2,334,200,698 149,791
1999 18,135 2,963,915,274 163,436
2000 18,621 3,561,039,919 191,238
2001 18,392 3,530,540,121 193,375
2002 18,716 3,695,947 381 197,475
2003 19,793 3,899,018 519 196,990
2004 22,567 4,487,464, 528 198,851
2005 26,905 5,660,934,916 210,405
2006 30,278 6,960,536,304 229,888
2007 Oct 24342 5,998,821,020 246,439

Note  Informanon 1s updated penodically, daw conramed heiein 1s latest provided
Source  Real Estate Center at Texas A&M University

[The remarnder of thy page 10 itentionally left blank |

A-12



City-Wide Ausun Office Occupancy Rate

Year QOccupancy Rate
1998 93 4%
1999 92 8%
2000 96 (%
2001 81 2%
2002 77 1%
2003 76 5%
2004 76 7%
2005 83 1%
2006 87 5%
2007 85 6%

Soutce Oxford Commercial
Education

The Austm [ndependent School District had an enrollment of 82,145 fo: the 2007 school vear "T'his reflects an increase
of 3 0% m enrollment from the end of the 2006 school year The Distuct ncludes 110 campus buldings

School Year Avetage Daly Membesship  Avesage Daily Arrendance
1996/97 74,315 70,361
1997/98 75,693 71,241
1998/99 75,915 71,491
1999 /00 76,268 71,583
2000/01 76,447 71,518
2001/02 76,347 71,638
2002/03 77,009 72,494
2003/04 77,313 73,085
2004 /05 77,937 73,572
2005/06 79,500 74,860
2006/07 H2,145 76,821
2007/08 Not avadable Noft available

Source  Austin Independent School Distiier (Data for the 2007 /08 school year has not yet been 1cleased )

The followmng msututions of highet education are located in the Cirv The Umiversity of Texas, St Edward’s University,
Huston-Tillotson College, Concordia lutheran College, Austin Presbytertan  Theological Senunary, Episcopal
Theological Semnary of the Southwest and Austin Community College

The Untversin of Texas at Austin had a preliminary enrollment of 50,201 for the fall semester of 2007 and 1s a major
research university with many navonally ranked academic progiams at the graduate level It 1s also known for its hbrary
collections and reseatch resources  The present site has expanded mose than 300 acres smee classes began on the
onginal 40 acres near downtown Austin - Addinonally, University-owned ptopetty located in other arcas of Austin
includes the Pickle Research Center and the Brackenndge Tract, parnally used for marmed student housing  The
McDonald Observatory on Mount Locke in West Texas, the Marnne Science Instirute at Port J\1ansas and the Institure
for Geophysics (Galveston) on the Gulf Coust operate as specialized tesearch units of The University of Texas at Austin

Tourism
The impact of toutism on the Austin cconomy 18 significant  Loral travel expenditures m the Austm-Round Rock MSA
were $3 377 billion in 2005 ‘There are more than 253 hotels avalable withmn the Austin Mettopolitan Aien, as of the

first quarter of 2007, wath a hotel occupancy 1ate of nearly 73 percent

Lxisting City convenuon and meeting, facilittes mclude a Convention Center, which 1s supported by hotel/motel
occupancy tax collections and revenues of the facility and the new Lester £ Palmer Bvents Center wath 70,000 squate

A-13



feet of exhubit space  Other facilies 1in Austin include the Frank Frwin Center, a 17,000-sear atena at The University of
Texas, the Teans Lixposttion and Feutage Center and the Austin Muste Flall  The Texas Exposition and Hernitage
Center offers 6,000 sear arena seating and 20,000 square feet of banguet/enlubic hall facilines  The Austin Music Hall
has a concert seating capactty of 3,000 and 32,000 squate feet of exhibit space

[The remacider of ths page 15 tienitonally left blank ]
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APPENDIX B

Excerpts From the Annual Financial Report



APPENDIX C

Form of Bond Counsel’s Opmion



APPENDIX D

Summary of Refunded Obligations



Attachment
to
Ordinance

Form of Escrow Agreement
ESCROW AGREEMENT

CITY OF AUSTIN, TEXAS,
PUBLIC IMPROVEMENT REFUNDING BONDS 2008 ESCROW

THIS ESCROW AGREEMENT, dated as of ,
2008 (herein, together with any amendments or supplements hereto, called the
"Agreement”) is entered into by and between the City of Austin, Texas (herein
called the "Issuer”) and U.S. Bank National Association, as escrow agent (herein,
together with any successor in such capacity, called the "Escrow Agent"). The
addresses of the Issuer and the Escrow Agent are shown on Exhibit "A" attached
hereto and made a part hereof.

WITNESSETH:

WHEREAS, the Issuer heretofore issued and there presently remain
outstanding the obligations (the "Refunded Obligations”) described in the
Verification Report of The Arbitrage Group, a true and correct copy of which is
attached hereto as Exhibit "B" and made a part hereof (the "Report"), relating to
the Refunded Obligations; and

WHEREAS, the Refunded Obligations are scheduled to mature on such
dates, bear interest at such rates, and be payable at such times and in such amounts
as are set forth in the Report; and

WHEREAS, when firm banking arrangements have been made for the
payment of principal and interest to the maturity or redemption date of the
Refunded Obligations, then the Refunded Obligations shall no longer be regarded
as outstanding except for the purpose of receiving payment from the funds
provided for such purpose; and

WHEREAS, Chapter 1207, Texas Government Code ("Chapter 1207"),
authorizes the Issuer to issue refunding bonds and to deposit the proceeds from the
sale thereof, and any other available funds or resources, directly with any place of



payment (paying agent) for any of the Refunded Obligations, or a trust company or
commercial bank other than any place of payment for any of the Refunded
Obligations that does not act as a depository for the Issuer, and such deposit, if
made before such payment dates and in sufficient amounts, shall constitute the
making of firm banking and financial arrangements for the discharge and final
payment of the Refunded Obligations; and

WHEREAS, Chapter 1207 further authorizes the [ssuer to enter into an
escrow agreement with any such paying agent for any of the Refunded Obligations
with respect to the safekeeping, investment, administration and disposition of any
such deposit, upon such terms and conditions as the Issuer and such paying agent
may agree, provided that such deposits may be invested only in direct obligations
of the United States of America, including obligations the principal of and interest
on which are unconditionally guaranteed by the United States of America, and
which may be in book entry form, and which shall mature and/or bear interest
payable at such times and in such amounts as will be sufficient to provide for the
scheduled payment of principal and interest on the Refunded Obligations when
due; and

WHEREAS, the Escrow Agent does not act as a depository for the Issuer,
and this Agreement constitutes an escrow agreement of the kind authorized and
required by Chapter 1207; and

WHEREAS, Chapter 1207 makes it the duty of the Escrow Agent to comply
with the terms of this Agreement and timely make available the amounts required
to provide for the payment of the principal of and interest on such obligations
when due, and in accordance with their terms, but solely from the funds, in the
manner, and to the extent provided in this Agreement; and

WHEREAS, the issuance, sale, and delivery of the City of Austin, Texas
Public Improvement Refunding Bonds, Series 2008 (the "Refunding Obligations")
have been issued, sold and delivered for the purpose, among others, of obtaining
the funds required to provide for the payment of the principal of the Refunded
Obligations at their maturity or date of redemption and the interest thereon to such
dates; and

WHEREAS, the Issuer desires that, concurrently with the delivery of the
Refunding Obligations to the purchasers thereof, certain proceeds of the Refunding
Obligations, together with certain other available funds of the Issuer, if applicable,
shall be applied to purchase certain obligations described in Chapter 1207,



hereinafier defined as the "Escrowed Securities”, for deposit to the credit of the
Escrow Fund created pursuant to the terms of this Agreement and to establish a
beginning cash balance (if needed) in such Escrow Fund; and

WHEREAS, the Escrowed Securities shall mature and the interest thereon
shall be payable at such times and in such amounts so as to provide moneys which,
together with cash balances from time to time on deposit in the Escrow Fund, will
be sufficient to pay interest on the Refunded Obligations as it accrues and becomes
payable and the principal of the Refunded Obligations on their maturity or date of
redemption; and

WHEREAS, to facilitate the receipt and transfer of proceeds of the
Escrowed Securities, particularly those in book entry form, the Issuer desires to
establish the Escrow Fund at the designated corporate trust office of the Escrow
Agent.

NOW, THEREFORE, in consideration of the mutual undertakings, promises
and agreements herein contained, the sufficiency of which hereby are
acknowledged, and to secure the full and timely payment of principal of and the
interest on the Refunded Obligations, the Issuer and the Escrow Agent mutually
undertake, promise, and agree for themselves and their respective representatives
and successors, as follows:

ARTICLE 1
DEFINITIONS AND INTERPRETATIONS

Section 1.01. Definitions. Unless the context clearly indicates otherwise, the
following terms shall have the meanings assigned to them below when they are
used in this Agreement:

"Code" means the Internal Revenue Code of 1986, as amended, or to the
extent applicable the Internal Revenue Code of 1954, together with any other
applicable provisions of any successor federal income tax laws.

"Escrow Fund" means the fund created by this Agreement to be
administered by the Escrow Agent pursuant to the provisions of this Agreement.



"Escrowed Securities” means the obligations described in the Report or cash
or other direct obligations of the United States of America substituted therefor
pursuant to Article IV of this Agreement.

Section 1.02. Other Definitions. The terms "Agreement”, "Issuer”, "Escrow
Agent", "Refunded Obligations”, "Refunding Obligations”, "Report” and "Paying
Agent", when they are used in this Agreement, shall have the meanings assigned to
them in the preamble to this Agreement.

Section 1.03. Interpretations. The titles and headings of the articles and
sections of this Agreement have been inserted for convenience and reference only
and are not to be considered a part hereof and shall not in any way modily or
restrict the terms hereof. This Agreement and all of the terms and provisions
hereof shall be liberally construed to effectuate the purposes set forth herein and to
achieve the intended purpose of providing for the refunding of the Refunded
Obligations in accordance with applicable law. The recitals contained in the
preamble to this Agreement are hereby incorporated into the body of this
Agreement.

ARTICLE 11
DEPOSIT OF FUNDS AND ESCROWED SECURITIES

Concurrently with the sale and delivery of the Refunding Obligations the
Issuer shall deposit, or cause to be deposited, with the Escrow Agent, for deposit in
the Escrow Fund, the funds and Escrowed Securities described in the Report, and
the Escrow Agent shall, upon the receipt thereof, acknowledge such receipt to the
Issuer in writing. The Issuer hereby represents that all of the Escrowed Securities
are eligible under the provisions of Chapter 1207 to be deposited in the Escrow
Fund, as further dedicated to the payment of the Refunded Obligations as described
in the Report.

ARTICLE III
CREATION AND OPERATION OF ESCROW FUND
Section 3.01. Escrow Fund. The Escrow Agent has created on its books a
special trust fund and irrevocable escrow to be known as the City of Austin, Texas

Public Improvement Refunding Bonds Series 2008 Escrow Fund (the "Escrow
Fund"). The Escrow Agent hereby agrees that upon receipt thereof it will



irrevocably deposit to the credit of the Escrow Fund the funds and the Escrowed
Securities described in the Report. Such deposit, all proceeds therefrom, and all
cash balances from time to time on deposit therein (a) shall be the property of the
Escrow Fund, (b) shall be applied only 1n strict conformity with the terms and
conditions of this Agreement, and (c) are hereby irrevocably pledged to the
payment of the principal of and nterest on the Refunded Obligations, which
payment shall be made by timely transfers of such amounts at such times as are
provided for in Section 3.02 hereof. When the final transfers have been made for
the payment of such principal of and interest on the Refunded Obligations, any
balance then remaining in the Escrow Fund shall be transferred to the Issuer, and
the Escrow Agent shall thereupon be discharged from any further duties hereunder.

Section 3.02. Payment of Principal and Interest. The Escrow Agent is
hereby irrevocably instructed to transfer from the cash balances from time to time
on deposit in the Escrow Fund, the amounts required to pay the principal of the
Refunded Obligations and interest thereon in the amounts and on the date shown in
the Report.

Section 3.03. Sufficiency of Escrow Fund. The Issuer represents that the
successive receipts of the principal of and interest on the Escrowed Securities will
assure that the cash balance on deposit from time to time in the Escrow Fund will
be at all times sufficient to provide moneys for transfer to the Paying Agent at the
times and in the amounts required to pay the interest on the Refunded Obligations
as such interest comes due and the principal of the Refunded Obligations as the
Refunded Obligations mature, all as more fully set forth in the Report. If, for any
reason, at any time, the cash balances on deposit or scheduled to be on deposit in
the Escrow Fund shall be insufficient to transfer the amounts required by each
place of payment (paying agent) for the Refunded Obligations to make the
payments set forth in Section 3.02 hereof, the Issuer shall timely deposit in the
Escrow Fund, from any funds that are lawfully available therefor, additional funds
in the amounts required to make such payments. Notice of any such insufficiency
shall be given as promptly as practicable as hereinafter provided, but the Escrow
Agent shall not in any manner be responsible for any insufficiency of funds in the
Escrow Fund or the Issuer's failure to make additional deposits thereto.

Section 3.04. Trust Fund. The Escrow Agent shall hold at all times the
Escrow Fund, the Escrowed Securities and all other assets of the Escrow Fund,
wholly segregated from all other funds and securities on deposit with the Escrow
Agent; it shall never allow the Escrowed Securities or any other assets of the
Escrow Fund to be commingled with any other funds or securities of the Escrow



Agent; and it shall hold and dispose of the assets of the Escrow Fund only as set
forth herein. The Escrowed Securities and other assets of the Escrow Fund shall
always be maintained by the Escrow Agent as trust funds for the benefit of the
owners of the Refunded Obligations; and a special account thereof shall at all times
be maintained on the books of the Escrow Agent. The owners of the Refunded
Obligations shall be entitled to the same preferred claim and first lien upon the
Escrowed Securities, the proceeds thereof, and all other assets of the Escrow Fund
to which they are entitled as owners of the Refunded Obligations. The amounts
received by the Escrow Agent under this Agreement shall not be considered as a
banking deposit by the Issuer, and the Escrow Agent shall have no right to title
with respect thereto except as a constructive trustee and Escrow Agent under the
terms of this Agreement. The amounts received by the Escrow Agent under this
Agreement shall not be subject to warrants, drafts or checks drawn by the Issuer or,
except to the extent expressly herein provided, by the Paying Agent.

Section 3.05. Security for Cash Balances. Cash balances from time to time
on deposit in the Escrow Fund shall, to the extent not insured by the Federal
Deposit [nsurance Corporation or its successor, be continuously secured by a
pledge of direct obligations of, or obligations unconditionally guaranteed by, the
United States of America, having a market value at least equal to such cash
balances.

ARTICLE IV

LIMITATION ON INVESTMENTS

Section 4.01, Duty of Escrow Agent to Investment Funds. Except as
provided in Sections 3.02, 4.02, 4.03 and 4.04 hereof, the Escrow Agent shall not
have any power or duty to invest or reinvest any money held hereunder, or to make
substitutions of the Escrowed Securities, or to sell, transfer or otherwise dispose of
the Escrowed Securities.

Section 4.02. Reinvestment of Certain Cash Balances in Escrow by Escrow
Agent. In addition to the Escrowed Securities listed in the Report, the Escrow
Agent shall reinvest cash balances shown in the Report in United States Treasury
Obligations - State and Local Government Series with an interest rate equal to zero
percent (0%) to the extent (1) such Treasury Obligations are available from the
Department of the Treasury and (ii) such reinvestments are called for in the Report.
All such reinvestments shall be made, if and to the extent so required, only from
the portion of cash balances derived from the maturing principal of and interest on



Escrowed Securities that are United States Treasury Certificates of Indebtedness,
Notes or Bonds - State and Local Government Series. All such reinvestments shall
be acquired on and shall mature on the dates shown on the Report.

Section 4.03. Substitutions and Reinvestments. At the direction of the
Issuer, the Escrow Agent shall reinvest cash balances representing receipts from
the Escrowed Securities, make substitutions of the Escrowed Securities or redeem
the Escrowed Securities and reinvest the proceeds thereof or hold such proceeds as
cash, together with other moneys or securities held in the Escrow Fund, provided
that the Issuer delivers to the Escrow Agent the following:

(1)  an opinion by an independent certified public accountant that after
such substitution or reinvestment the principal amount of the securities in the
Escrow Fund, together with the interest thereon and other available moneys, will
be sufficient to pay, without further investment or reinvestment, as the same
become due in accordance with the Report, the principal of, interest on and
premium, if any, on the Refunded Obligations which have not previously been
paid, and

(2)  an unqualified opinion of nationally recogmzed municipal bond
counsel to the effect that (a) such substitution or reinvestment will not cause the
Refunded Obligations to be "arbitrage bonds"” within the meaning of Section 103 of
the Code or the regulations thereunder in effect on the date of such substitution or
reinvestment, or otherwise make the interest on the Refunded Oblhigations subject
to federal income taxation, and (b) such substitution or reinvestment complies with
the Constitution and laws of the State of Texas and with all relevant documents
relating to the issuance of the Refunded Obligations.

The Escrow Agent shall have no responsibility or liability for loss or
otherwise with respect to investments made at the direction of the Issuer.

Section 4.04. Substitution for Escrowed Securities. Concurrently with the
initial deposit by the Issuer with the Escrow Agent, but not thereafter, the Issuer, at
its option, may substitute cash or non-interest bearing direct noncallable, non-
prepayable obligations of the United States Treasury (i.e., Treasury obligations
which mature and are payable in a stated amount on the maturity date thereof, and
for which there are no payments other than the payment made on the maturity date)
(the "Substitute Obligations") for non-interest bearing Escrowed Securities, if any,
but only if such Substitute Obligations



(a) are in an amount, and/or mature in an amount, which is equal to or
greater than the amount payable on the maturity date of the obligation
listed in the Report for which such Substitute Obligation is
substituted,

(b)  mature on or before the maturity date of the obligation listed in the
Report for which such Substitute Obligation is substituted, and

(¢)  produce the amount necessary to pay the interest on and principal of
the Refunded Obligations, as set forth in the Report, as verified by a
certified public accountant or a firm of certified public accountants.

If, concurrently with the initial deposit by the Issuer with the Escrow Agent, any
such Substitute Obligations are so substituted for any Escrowed Securities, the
Issuer may, at any time thereafter, substitute for such Substitute Obligations the
same Escrowed Securities for which such Substitute Obligations originally were
substituted.

Section 4.05. Arbitrage. The Issuer hereby covenants and agrees that it
shall never request the Escrow Agent to exercise any power hereunder or permit
any part of the money in the Escrow Fund or proceeds from the sale of Escrowed
Securities to be used directly or indirectly to acquire any securities or obligations if
the exercise of such power or the acquisition of such securities or obligations
would cause any Refunding Obligations or Refunded Obligations to be an
"arbitrage bond" within the meaning of the Code.

ARTICLE V
APPLICATION OF CASH BALLANCES
Except as provided in Sections 3.01, 3.02, 4.02, 4.03 and 4.04 hereof, no
withdrawals, transfers, or reinvestment shall be made of cash balances in the
Escrow Fund.
ARTICLE VI
RECORDS AND REPORTS

Section 6.01. Records. The Escrow Agent will keep books of record and
account in which complete and correct entries shall be made of all transactions



relating to the receipts, disbursements, allocations and application of the money
and Escrowed Securities deposited to the Escrow Fund and all proceeds thereof,
and such books shall be available for inspection at reasonable hours and under

reasonable conditions by the Issuer and the owners of the Refunded Obligations.

Section 6.02. Reports. While this Agreement remains in effect, the Escrow
Agent annually shall prepare and send to the Issuer a written report summarizing
all transactions relating to the Escrow Fund during the preceding year, including,
without limitation, credits to the Escrow Fund as a result of interest payments on or
maturities of the Escrowed Securities and transfers from the Escrow Fund for
payments on the Refunded Obligations or otherwise, together with a detailed
statement of all Escrowed Securities and the cash balance on deposit in the Escrow
Fund as of the end of such period.

ARTICLE VII
CONCERNING THE PAYING AGENTS AND ESCROW AGENT

Section 7.01. Representations. The Escrow Agent hereby represents that it
has all necessary power and authority to enter into this Agreement and undertake
the obligations and responsibilities imposed upon it herein, and that it will carry
out all of 1its obligations hereunder.

Section 7.02. Limitation on Liability. The liability of the Escrow Agent to
transfer funds for the payment of the principal of and interest on the Refunded
Obligations shall be limited to the proceeds of the Escrowed Securities and the
cash balances from time to time on deposit in the Escrow Fund. Notwithstanding
any provision contained herein to the contrary, neither the Escrow Agent nor the
Paying Agent shall have any liability whatsoever for the insufficiency of funds
from time to time in the Escrow Fund or any failure of the obligors of the
Escrowed Securities to make timely payment thereon, except for the obligation to
notify the Issuer as promptly as practicable of any such occurrence.

The recitals herein and in the proceedings authorizing the Refunding
Obligations shall be taken as the statements of the Issuer and shall not be
considered as made by, or imposing any obligation or liability upon, the Escrow
Agent. The Escrow Agent is not a party to the proceedings authorizing the
Refunding Obligations or the Refunded Obligations and is not responsible for nor
bound by any of the provisions thereof (except as a place of payment and paying
agent and/or a Paying Agent/Registrar therefor). In its capacity as Escrow Agent,



it is agreed that the Escrow Agent need look only to the terms and provisions of
this Agreement.

The Escrow Agent makes no representations as to the value, conditions or
sufficiency of the Escrow Fund, or any part thereof, or as to the title of the Issuer
thereto, or as to the security afforded thereby or hereby, and the Escrow Agent
shall not incur any liability or responsibility in respect to any of such matters.

It is the intention of the parties hereto that the Escrow Agent shall never be
required to use or advance its own funds or otherwise incur personal financial
liability in the performance of any of its duties or the exercise of any of its rights
and powers hereunder.

The Escrow Agent shall not be liable for any action taken or neglected to be
taken by it in good faith in any exercise of reasonable care and believed by it to be
within the discretion or power conferred upon it by this Agreement, nor shall the
Escrow Agent be responsible for the consequences of any error of judgment; and
the Escrow Agent shall not be answerable except for its own action, neglect or
default, nor for any loss unless the same shall have been through its negligence or
willful misconduct.

Unless it is specifically otherwise provided herein, the Escrow Agent has no
duty to determine or inquire into the happening or occurrence of any event or
contingency or the performance or failure of performance of the Issuer with respect
to arrangements or contracts with others, with the Escrow Agent's sole duty
hereunder being to safeguard the Escrow Fund, to dispose of and deliver the same
in accordance with this Agreement.

Section 7.03. Compensation.

(a)  Concurrently with the sale and delivery of the Refunding
Obligations, the Issuer shall pay to the Escrow Agent, as a fee for
performing the services hereunder and for all expenses mcurred or to
be incurred by the Escrow Agent in the administration of this
Agreement, the sum of $ , the sufficiency of which is hereby
acknowledged by the Escrow Agent. In addition,

, acts as Paying
Agent for certain of the Refunded Obligations, and concurrently with
the sale and delivery of the Refunding Obligations, the Issuer shall
pay to the sum of $ for all future




paying agency services as Paying Agent for the Refunded Obligations.
In the event that the Escrow Agent is requested to perform any
extraordinary services hereunder, the Issuer hereby agrees to pay
reasonable fees to the Escrow Agent for such extraordinary services
and to reimburse the Escrow Agent for all expenses incurred by the
Escrow Agent in performing such extraordinary services, and the
Escrow Agent hereby agrees to look only to the Issuer for the payment
of such fees and reimbursement of such expenses. The Escrow Agent
hereby agrees that 1n no event shall it ever assert any claim or lien
against the Escrow Fund for any fees for its services, whether regular
or extraordinary, as Escrow Agent, or in any other capacity, or for
reimbursement for any of its expenses. The Escrow Agent's right to
compensation and reimbursement of 1ts costs and expenses shall
survive its resignation or removal as Escrow Agent and the
termination of this Agreement.

(b)  Upon receipt of the aforesaid specific sums stated in subsection
(a) of this Section 7.03 for Escrow Agent and paying agency fees,
expenses, and services, the Escrow Agent shall acknowledge such
receipt to the Issuer in writing.

Section 7.04. Successor Escrow Agents. If at any time the Escrow Agent or
its legal successor or successors should become unable, through operation or law
or otherwise, to act as escrow agent hereunder, or if its property and affairs shall be
taken under the control of any state or federal court or administrative body because
of insolvency or bankruptcy or for any other reason, a vacancy shall forthwith exist
in the office of Escrow Agent hereunder. In such event the Issuer, by appropriate
action, promptly shall appoint an Escrow Agent to fill such vacancy. If no
successor Escrow Agent shall have been appointed by the Issuer within 60 days, a
successor may be appointed by the owners of a majority in principal amount of the
Refunded Obligations then outstanding by an instrument or instruments in writing
filed with the Issuer, signed by such owners or by their duly authorized attorneys-
in-fact. If, in a proper case, no appointment of a successor Escrow Agent shall be
made pursuant to the foregoing provisions of this section within three months after
a vacancy shall have occurred, the owner of any Refunded Obligation may apply to
any court of competent jurisdiction to appoint a successor Escrow Agent. Such
court may thereupon, after such notice, it any, as it may deem proper, prescribe
and appoint a successor Escrow Agent.



Any successor Escrow Agent shall be a corporation organized and doing
business under the laws of the United States or the State of Texas, authorized under
such laws to exercise corporate trust powers, authorized under Texas law to act as
an escrow agent, having 1its principal office and place of business in the State of
Texas, having a combined capital and surplus of at least $5,000,000 and subject to
the supervision or examination by Federal or State authority.

Any successor Escrow Agent shall execute, acknowledge and deliver to the
Issuer and the Escrow Agent an instrument accepting such appointment hereunder,
and the Escrow Agent shall execute and deliver an instrument transferring to such
successor Escrow Agent, subject to the terms of this Agreement, all the rights,
powers and trusts of the Escrow Agent hereunder. Upon the request of any such
successor Escrow Agent, the Issuer shall execute any and all instruments in writing
for more fully and certainly vesting in and confirming to such successor Escrow
Agent all such rights, powers and duties.

The Escrow Agent at the time acting hereunder may at any time resign and
be discharged from the trust hereby created by giving not less than sixty (60) days'
written notice to the Issuer and publishing notice thereof, specifying the date when
such resignation will take effect, in a newspaper printed in the English language
and with general circulation in New York, New York, such publication to be made
once at least three (3) weeks prior to the date when the resignation is to take effect.
No such resignation shall take effect unless a successor Escrow Agent shall have
been appointed by the owners of the Refunded Obligations or by the Issuer as
herein provided and such successor Escrow Agent shall be a paying agent for the
Refunded Obligations and shall have accepted such appointment, in which event
such resignation shall take effect immediately upon the appointment and
acceptance of a successor Escrow Agent.

Under any circumstances, the Escrow Agent shall pay over to its successor
Escrow Agent proportional parts of the Escrow Agent's fee and, if applicable, its
Paying Agent's fee hereunder.

Section 7.05. Indemnification. To the extent permitted by the laws of the
State of Texas, the Issuer agrees to indemnify the Escrow Agent for, and hold it
harmless against, any loss, liability or expense incurred without negligence or bad
faith on the part of the Escrow Agent arising out of or in connection with the
exercise or performance of any of its powers or duties under this Agreement. The
foregoing provision shall survive the resignation or substitution of the Escrow
Agent or the termination of this Agreement.



ARTICLE VIII
MISCELLANEOUS

Section 8.01. Notice. Any notice, authorization, request, or demand
required or permitted to be given hereunder shall be in writing and shall be deemed
to have been duly given when mailed by registered or certified mail, postage
prepaid addressed to the Issuer or the Escrow Agent at the address shown on
Exhibit "A" attached hereto. The United States Post Office registered or certified
mail receipt showing delivery of the aforesaid shall be conclusive evidence of the
date and fact of delivery. Any party hereto may change the address to which
notices are to be delivered by giving to the other parties not less than ten (10) days
prior notice thereof. Prior written notice of any amendment to this Agreement
contemplated pursuant to Section 8.08 and immediate written notice of any
incidence of a severance pursuant to Section 8.04 shall be sent to Moody's
Investors Service, Attn: Public Finance Rating Desk/Refunded Bonds, 99 Church
Street, New York, New York 10007 and Standard & Poor's Corporation, Attn:
Municipal Bond Department, 25 Broadway, New York, New York 10004.

Section 8.02. Termination of Responsibilities. Upon the taking of all the
actions as described herein by the Escrow Agent, the Escrow Agent shall have no
further obligations or responsibilities hereunder to the Issuer, the owners of the
Refunded Obligations or to any other person or persons in connection with this
Agreement.

Section 8.03. Binding Agreement. This Agreement shall be binding upon
the Issuer and the Escrow Agent and their respective successors and legal
representatives, and shall inure solely to the benefit of the owners of the Refunded
Obligations, the Issuer, the Escrow Agent and their respective successors and legal
representatives.

Section 8.04. Severability. In case any one or more of the provisions
contained in this Agreement shall for any reason be held to be invalid, illegal or
unenforceable in any respect, such invalidity, illegality or unenforceability shall
not affect any other provisions of this Agreement, but this Agreement shall be
construed as if such invalid or illegal or unenforceable provision had never been
contained herein.



Section 8.05. Texas Law Governs. This Agreement shall be governed
exclusively by the provisions hereof and by the applicable laws of the State of
Texas.

Section 8.06. Time of the Essence. Time shall be of the essence in the
performance of obligations from time to time imposed upon the Escrow Agent by
this Agreement.

Section 8.07. Effective Date of Agreement. This Agreement shall be
effective upon receipt by the Escrow Agent of the funds described in the Report
and the Escrowed Securities, together with the specific sums stated in subsections
(a) and (b) of Section 7.03 for Escrow Agent and paying agency fees, expenses,
and services.

Section 8.08. Amendments. This Agreement shall not be amended except
to cure any ambiguity or formal defect or omission in this Agreement. No
amendment shall be effective unless the same shall be in writing and signed by the
parties thereto. No such amendment shall adversely affect the rights of the holders
of the Refunded Obligations.

Section 8.09. Counterparts. This Agreement may be executed in any
number of counterparts, each of which shall be regarded as an original and all of
which shall constitute one and the same instrument.

EXECUTED as of the date first written above.

CITY OF AUSTIN, TEXAS

By:

City Manager

ATTEST:

City Clerk

(SEAL)



APPROVED AS TO FORM:

City Attorney
U.S. BANK NATIONAL ASSOCIATION
By:
Title:

ATTEST:

By:

Title:

(SEAL)



Attachment
o
Ordinance

Form of Paying Agent/Registrar Agreement
PAYING AGENT/REGISTRAR AGREEMENT

THIS PAYING AGENT/REGISTRAR AGREEMENT (the "Agreement"),
dated as of the 10th day of January, 2008, 1s by and between the City of Austin,
Texas (the "City") and U.S. Bank National Association, a national banking
association organized and existing under the laws of the United States of America
(together with any successor, the "Bank");

WITNESSETH:

WHEREAS, the City is authorized to issue the series of obligations
described 1n Exhibit A hereto (the "Bonds") in accordance with the ordinance
adopted by the City on January 10, 2008, and incorporated herein for all purposes
(the "Bond Resolution™);

WHEREAS, the City desires that the Bonds be issued in fully registered
form with privileges of transfer and exchange as herein provided, and as authorized
in the Bond Resolution;

WHEREAS, the City has authorized the issuance of the Bonds subject to the
terms of the Bond Resolution and, to provide for registration, payment, transfer,
exchange, and replacement of the Bonds, the City has authorized the execution and
delivery of this Agreement;

NOW, THEREFORE, for and in consideration of the premises and the
mutual covenants herein contained, and subject to the conditions herein set forth,
the City and the Bank agree as follows:

ARTICLE ONE
DEFINITIONS AND OTHER PROVISIONS OF GENERAL APPLICATION

SECTION 1.01. Definitions.



The terms defined in this Article shall have the meaning set out below unless
the context requires a different meaning:

"Agreement” means this agreement as originally executed or as it may from
time to time be supplemented, modified, or amended.

"Bank" means the entity named as the "Bank" in the first paragraph of this
Agreement or a successor Bank selected in accordance with the applicable
provisions of this Agreement.

"Bond Register” has the meaning stated in Section 5.01.

"Bond Resolution" means the ordinance authorizing the issuance of the
Bonds, adopted by the City on January 10, 2008, and incorporated herein for all
purposes.

"Bonds" means the obligations issued by the City that are to be governed by
this Agreement, as described in Exhibit A attached hereto.

"City" means the City of Austin, Texas.

"City Request" and "City Order" means a written request or order signed in
the name of the City by the Mayor, City Manager, any Assistant City Manager, the
Chief Financial Officer, any Deputy Chief Financial Officer or the City Clerk, any
one or more of said officials, and delivered to the Bank.

"Code" means the Internal Revenue Code of 1986, as amended.

"Designated Payment/Transfer Office" means the corporate trust office of
the Paying Agent/ Registrar designated as the place of payment, transfer and
exchange of the Bonds, initally, the corporate trust office of the Paying
Agent/Registrar in Houston, Texas.

"Holder" when used with respect to any Bond, means the Person in whose
name such Bond is registered in the Bond Register.

"Interest Payment Date" means the Stated Maturity of an installment of
interest on any Bonds.



"Maturity" when used with respect to any Bond means the date on which the
principal of such Bond becomes due and payable as therein provided, whether at
the Stated Maturity or by call for redemption or otherwise.

"Person” means any entity, mdividual, corporation, partnership, joint
venture, association, joint-stock company, trust, unincorporated organization, or
government or any governmental agency or political subdivision.

"Predecessor Bonds" of any particular Bond means every previous Bond
evidencing all or a portion of the same debt as that evidenced by such particular
Bond, and, for purposes of this definition, any Bond authenticated and delivered
under Section 5.02 in lieu of a mutilated, lost, destroyed or stolen Bond shall be
deemed to evidence the same debt as the mutilated, lost, destroyed or stolen Bond.

"Record Date" for the interest payable on an Interest Payment Date means
the 15th day (whether or not a business day) of the calendar month next preceding
such Interest Payment Date.

"Redemption Date” when used with respect to any Bond to be redeemed
means the date fixed for such redemption pursuant to the terms thereof, the Bond
Resolution and this Agreement.

"Redemption Price” when used with respect to any Bond to be redeemed
means the price at which it 1s to be redeemed pursuant to terms thereof and the
Bond Resolution, excluding installments of interest whose Stated Maturity is on or
before the Redemption Date.

"Stated Maturity” when used with respect to any Bond or any installment of
interest thereon means the date specified in such Bond as the fixed date on which
the principal of such Bond or such installment of interest is due and payable.

SECTION 1.02. Written Communication.

Any request, demand, authorization, direction, notice, consent, waiver, or
other written communication provided or permitted by this Agreement to be made
upon, given or furnished to, or filed with

A.  the City, shall be sufficient for every purpose hereunder if in writing
and matled, first-class, postage prepaid, to the City addressed to it at City Hall, 301



West Second Street, Austin, Texas 78701, or at any other address previously
furnished to the Bank n writing by the City, and

B.  the Bank, shall be sufficient for every purpose hereunder if 1 writing
and mailed, first-class, postage prepaid (and properly referred to this Agreement or
the Bonds), to the Bank addressed to it at 5555 San Felipe, 11th Floor, Houston,
Texas 77056, or at any other address previously furnished to the City in writing by
the Bank.

SECTION 1.03. Notice to Holders; Waiver.

Where this Agreement provides for notice to Holders of any event, such
notice shall be sufficiently given (unless otherwise expressly provided herein) if in
writing and mailed, first-class, postage prepaid, to each Holder, at the address of
such Holder as it appears in the Bond Register.

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

SECTION 1.04. Effect of Headings.

The Article and Section headings herein are for convenience only and shall
not affect the construction hereof.

SECTION 1.05. Successors and Assigns.

All covenants and agreements in this Agreement by the City or the Bank
shall bind its successors and assigns.

SECTION 1.06. Severability Clause.

In case any provision of this Agreement, the Bond Resolution, or the Bonds
or any application thereof shall be invalid, illegal or unenforceable, the validity,



legality and enforceability of the remaining provisions and applications of this
Agreement shall not in any way be affected or impaired thereby.

SECTION 1.07. Amendment.

This Agreement may be amended only by an agreement 1n writing by both
of the parties hereto.

SECTION 1.08. Benefits of Agreement.

Nothing in this Agreement or in the Bonds, expressed or implied, shall give
to any Person other than the parties hereto and their successors hereunder, any
benefit or any legal or equitable right, remedy, or claim under this Agreement.

SECTION 1.09. Governing Law.

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

ARTICLE TWO
THE BONDS

SECTION 2.01. Forms Generally.

The Bonds, Registration Certificate of the Comptroller of Public Accounts
of the State of Texas, the Authentication Certificate, and the Assignment to be
printed on each of the Bonds, shall be substantially in the forms set forth in the
Bond Resolution with such appropriate insertions, omissions, substitutions, and
other variations as are permitted or required by the Bond Resolution and this
Agreement and may have such letters, numbers, or other marks of identification
and the Bonds may have such legends and endorsements thereon (including any
reproduction of an opinion of counsel} as may, consistently herewith, be
established by the Bond Resolution or determined by the officers executing such
Bonds as evidenced by their execution of such Bonds.

SECTION 2.02. Execution, Registration, Delivery, and Dating.

The Bonds shall be executed on behalf of the City as provided in the Bond
Resolution.



No Bond shall be entitled to any right or benefit under this Agreement or the
Bond Resolution, or be valid or obligatory for any purpose, unless there appears on
such Bond either a certificate of registration substantially in the form provided in
the Bond Resolution, executed by the Comptroller of Public Accounts of the State
of Texas or his duly authorized agent, by manual signature, or an authentication
certificate substantially in the form provided in the Bond Resolution, executed by
the Bank, by manual signature, and either such certificate upon any Bond shall be
conclusive evidence, and the only evidence, that such Bond has been duly certified
or registered or delivered.

SECTION 2.03. Cancellation.

All Bonds surrendered for payment, redemption, transfer, exchange, or
replacement, if surrendered to the Bank, shall be promptly cancelled by it and, if
surrendered to the City, shall be delivered to the Bank and, if not already cancelled,
shall be promptly cancelled by the Bank. The City may at any time deliver to the
Bank for cancellation any Bonds previously certified or registered and delivered
which the City may have acquired in any manner whatsoever and all Bonds so
delivered shall be promptly cancelled by the Bank. No Bond shall be registered in
lieu of or in exchange for any Bond cancelled as provided by this Agreement. All
cancelled Bonds held by the Bank shall be disposed of as directed by City Request.

SECTION 2.04. Persons Deemed Owners.

The City, the Bank, and any agent of the City or the Bank may treat the
Person in whose name any Bond is registered as the owner of such Bond for the
purpose of receiving payment of the principal (and Redemption Price, if
applicable) of and interest on such Bond and for all other purposes whatsoever
whether or not such Bond be overdue, and, to the extent permitted by law, none of
the City, the Bank, and any such agent shall be affected by notice to the contrary.

ARTICLE THREE
PAYMENT OF BONDS

SECTION 3.01. Payment of Interest.



Interest on any Bond of any series which is payable on any Interest Payment
Date shall be paid to the Holder of such Bond as determined at the close of
business on the Record Date.

Such interest shall be paid by the Bank by check mailed to the Holder at the
address of such Holder as it appears on the Bond Register, or by such other
customary banking arrangements to which the Holder and the Bank may agree, but
solely from funds collected from the City for such purpose.

Each Bond delivered under this Agreement upon transfer or in exchange for
or in lieu of any other Bond shall carry all the rights to interest accrued and unpaid,
and to accrue, which were carried by such other Bond and each such Bond shall
bear interest from such date so that neither gain nor loss in interest shall result from
such transfer, exchange or substitution.

SECTION 3.02. Payment of Principal and Redemption Price.

Principal (and the Redemption Price, if applicable) of each Bond shall be
paid by the Bank to the Holder at the Maturity thereof, but solely from funds
collected from the City for such purpose, upon presentation and surrender of such
Bond to the Bank for cancellation. All Bonds presented and surrendered for
payment shall be delivered to the Designated Payment/Transfer Office.

SECTION 3.03. City to Deposit Funds.

The City will duly and punctually deposit with the Bank, at its principal
payment office in Charlotte, North Carolina, on or before each Stated Maturity of
interest on Bonds and each Maturity of Bonds, money sufficient to pay the
principal (and Redemption Price, if applicable} of and interest on the Bonds when
due.

ARTICLE FOUR
REDEMPTION OF BONDS
SECTION 4.01. General Applicability of Article.

If the Bonds are to be redeemed before their Stated Maturity, they shall be
redeemed in accordance with their terms and the Bond Resolution.



SECTION 4.02. Election to Redeem; Notice to Bank.

The exercise by the City of its option to redeem any Bonds shall be
evidenced by City action consistent with the provisions of the Bond Resolution. In
case of any redemption at the election of the City of less than all of the outstanding
Bonds, the City shall, at least 45 days prior to the Redemption Date (unless a
shorter notice shall be satisfactory to the Bank), notify the Bank of such

.Redemption Date and of the principal amount of Bonds of each Stated Maturity to
be redeemed, and the Redemption Price to be paid to the Holders.

SECTION 4.03. Notice of Redemption.

Notice of redemption shall be given by the Bank in the name and at the
expense of the City, prior to the Redemption Date, to each Person entitled to
receive notice of such redemption at the times and in the manner required by the
Bond Resolution.

All notices of redemption shall contain a description of the Bonds to be
redeemed including the complete name of the Bonds, the Series, the date of issue,
the interest rate, the Maturity, the CUSIP number, if any, the Bond numbers, the
amounts called of each Bond, the publication and mailing date for the notice, the
date of redemption, the redemption price, the name of the Bank and the address at
which the Bond may be redeemed including a contact person and telephone
number.

ARTICLE FIVE

REGISTRATION, TRANSFER, EXCHANGE, AND
REPLACEMENT OF BONDS

SECTION 5.01. Registration, Transfer, and Exchange.

The Bank shall keep at the Designated Payment/Transfer Office a register
(herein referred to as the "Bond Register") in which, subject to such reasonable
regulations as the City or the Bank may prescribe, the Bank shall provide for the
registration of the Bonds and registration of transfers of the Bonds as herein
provided.

Upon surrender for transfer or exchange of any Bond at the Designated
Payment/Transfer Office of the Bank, the Bank shall register and deliver, in the



name of the designated transferee or transferees, one or more new fully registered
Bonds of the same maturity, of any authorized denominations, and of a like
aggregate principal amount in accordance with the terms of the Bond Resolution.

Every Bond presented or surrendered for transfer or exchange shall be duly
endorsed (if so required by the Bank) or be accompanied by a written instrument of
transfer in form satisfactory to the Bank duly executed by the Holder or the
attorney thereof duly authorized in writing.

Neither the City nor the Bank shall be required (i) to issue, transfer, or
exchange any Bond subject to redemption during a period beginning at the opening
of business thirty (30) days before the day of the first mailing of a notice of
redemption of Bonds and ending at the close of business on the day of such
mailing, or (ii) to transfer or exchange any Bond after it is so selected for
redemption, in whole or in part, prior to the redemption date; except that at the
option of the Holder of at least $1,000,000 1n principal amount of a series of
Bonds, the Bank is required to transfer or exchange any such Bond which has been
selected in whole or in part for redemption upon the surrender thereof.

In the event that the use of book-entry transfers for the Bonds is
discontinued , the City shall provide an adequate inventory of Bond certificates to
facilitate transfers and exchanges. The Bank covenants that it will maintain Bond
certificates in safekeeping and will use reasonable care in maintaining such
condition in safekeeping, which shall be not less than the care it maintains for debt
securities of other governments or corporations for which it serves as registrar, or
which it maintains for its own securities.

The Bank as Registrar will maintain the records of the Bond Register in
accordance with the Bank's general practices and procedures in effect from time to
time. The Bank shall not be obligated to maintain the Bond Register in any form
other than those which the Bank has currently available and currently utilizes at the
time.

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

SECTION 5.02. Mutilated, Destroyed, Lost, and Stolen Bonds.

[f (i) any mutilated Bond 1s surrendered to the Bank, or the City and the
Bank receive evidence to their satisfaction of the destruction, loss or theft of any



Bond, and (i1) there is delivered to the City and the Bank such security or
indemnity as may be required by them to save each of them harmless, then, the
City shall execute and upon its request the Bank shall register and deliver, in
exchange for or in lieu of any such mutilated, destroyed, lost or stolen Bond (but
only upon surrender of such Bond if such Bond is mutilated), a new Bond of the
same series and maturity and of like tenor and principal amount, bearing a number
not contemporaneously outstanding, in accordance with the Bond Resolution.

In case any such mutilated, destroyed, lost or stolen Bond shall have
matured and no default has occurred which is then continuing in the payment of
the principal of, redemption premium, if any, or interest on the Bonds, the City in
its discretion may by City Request have the Bank pay such Bond instead of issuing
a new Bond, provided security or indemnity is furnished to the City and the Bank
as may be required by them to save each of them harmless from any loss or
damage with respect thereto, all in accordance with the Bond Resolution.

SECTION 5.03. List of Holders.

The Bank will provide the City at any time requested by the City, upon
payment of the agreed upon fee, a copy of the information contained in the Bond
Register. The City may also inspect the information in the Bond Register at any
time the Bank is customarily open for business, provided that reasonable time is
allowed the Bank to provide an up-to-date listing or to convert the information into
wrilten form.

The Bank will not release or disclose the content of the Bond Register to any
Person other than pursuant to a City Request or other than to an authorized officer
or employee of the City, except upon receipt of a subpoena or court order or as
otherwise required by law. Upon receipt of a subpoena or court order the Bank
will notify the City so that the City may contest the subpoena or court order.

SECTION 5.04. Surety Bond.

The City hereby accepts the Bank's current blanket bond for lost, stolen or
destroyed Bonds (and any future substitute blanket bond for lost, stolen or
destroyed Bonds that the Bank may arrange with sufficient coverage to protect the
City in the opinion of the Bank) and agrees that the coverage under any such
blanket bond is acceptable to it and meets the City's requirements as to security or
indemnity. The Bank need not notify the City of any changes in the security or
other company giving such bond or the terms of any such bond. The blanket bond



then utilized for the purpose of lost, stolen, or destroyed certificates by the Bank is
available for inspection by the City on request.

SECTION 5.05. Transaction Information to City.

The Bank will, within a reasonable time after receipt of written request from
the City, furnish the City information as to the Bonds 1t has paid, Bonds it has
delivered upon the transfer or exchange of any Bond, and Bonds it has delivered in
exchange for or in lieu of mutilated, destroyed, lost or stolen Bonds.

ARTICLE SIX
RIGHTS AND OBLIGATIONS OF BANK
SECTION 6.01. Certain Duties and Responsibilities.
A.  The Bank:

1. shall perform the duties imposed on the Bank under the Bond
Resolution.

2. shall exercise reasonable care in the performance of its duties as
are specifically set forth in this Agreement, and no implied covenants or
obligations shall be read into this Agreement against the Bank; and

3. in the absence of bad faith on its part, may conclusively rely, as
to the truth of the statements and the correctness of the opinions expressed therein,
upon certificates or opinions furnished to the Bank and conforming to the
requirements of this Agreement, but in the case of any opinions which by any
provision hereof are specifically required to be furnished to the Bank, shall be
under a duty to examine the same to determine whether or not they conform to the
requirements of this Agreement.

B.  No provision of this Agreement shall be construed to relieve the Bank
from liability for its own negligent action, its own negligent failure to act, or its
own willful misconduct except that:

l. this Subsection shall not be construed to limit the effect of
Subsection A of this Section; and



2. the Bank shall not be liable for any error of judgment made in
good faith by any officer thereof, unless it shall be proved that the Bank was
negligent 1n ascertaining the pertinent facts.

C.  Whether or not therein expressly so provided, every provision of this
Agreement relating to the conduct or affecting the liability of or affording
protection to the Bank shall be subject to the provisions of this Section.

D. By executing this Agreement, the Bank hereby represents that it has
received certified copies of the Bond Resolution.

SECTION 6.02. Certain Rights of Bank.
Except as otherwise provided 1n Section 6.01 hereof:

A.  the Bank may rely and shall be protected in acting or refraining from
acting upon any resolution, certificate, statement, instrument, opinion, report,
notice, request, direction, consent, order, bond, coupon or other paper or document
reasonably believed by it to be genuine and to have been signed or presented by the
proper party or parties;

B.  the Bank may consult with legal counsel and the written advice of
such counsel or any opinion of counsel shall be full and complete authorization and
protection in respect of any action taken, suffered, or omitted by the Bank
hereunder in good faith and in reliance thereon;

C.  the Bank shall not be bound to make any investigation into the facts of
matters stated in any resolution, certificate, statement, instrument, opinion, report,
notice, request, direction, consent, order, bond, coupon or other paper or document,
but the Bank, in its discretion, may make such further inquiry or investigation into
such facts or matters as it may see fit, and, if the Bank shall determine to make
such further inquiry or investigation, it shall be entitled to examine the books,
records, and premises of the City, personally or by agent or attorney; and

D.  the Bank may execute any of the trusts or powers hereunder or
perform any of the duties hereunder either directly or by or through agents or
attorneys, and the Bank shall not be responsible for any misconduct or negligence
on the part of any agent or attorney appointed hereunder with due care by it.

SECTION 6.03. Not Responsible for Recitals.



The recitals contained in the Bonds, except any authentication certificate
signed by the Bank on the Bonds, shall be taken as the statements of the City, and
the Bank assumes no responsibility for their correctness.

SECTION 6.04. May Hold Bonds.

The Bank, in its individual or any other capacity, may become the owner or
pledgee of Bonds and otherwise deal with the City with the same rights it would
have if it were not serving as paying agent, transfer agent, bond registrar,
authenticating agent, or in any other capacity hereunder.

SECTION 6.05. Money Deposited with Bank.

Money deposited by the City with the Bank for payment of principal (or
Redemption Price, if applicable) of or interest on any Bonds shall be segregated
from other funds of the Bank and the City and shall be held in trust for the benefit
of the Holders of such Bonds.

All money deposited with the Bank hereunder shall be secured in the manner
and to the fullest extent required by law for the security of funds of the City.

Amounts held by the Bank which represent principal of and interest on the
Bonds remaining unclaimed by the owner after the expiration of three (3) years
from the date such amounts have become due and payable shall be reported and
disposed of by the Bank in accordance with the provisions of Texas law including,
to the extent applicable, Title 6 of the Texas Property Code, as amended.

The Bank shall be under no liability for interest on any money received by it
hereunder.

This Agreement relates solely to money deposited for the purposes described
herein, and the parties agree that the Bank may serve as depository for other funds
of the City, act as trustee under indentures authorizing other bond transactions, or
act in any other capacity not in conflict with its duties hereunder.

SECTION 6.06. Compensation and Reimbursement.

The City agrees:



A.  to pay to the Bank from time to time reasonable compensation for all
services rendered by it hereunder, which compensation shall be established initially
for the Bonds in accordance with the schedule attached as Exhibit B, which is
made a part hereof for all purposes;

B.  except as otherwise expressly provided herein, to reimburse the Bank
upon its request for all reasonable expenses, disbursements, and advances incurred
or made by the Bank in accordance with any provisions of this Agreement, except
to the extent (i) covered by the compensation established pursuant to Subsection A
of this Section or (ii) any such expense, disbursement, or advance as may be
attributable to the negligence or bad faith of the Bank; and

C. to the extent permitted by law, to indemnify the Bank for, and to hold
it harmless against, any loss, liability, or expense incurred without negligence or
bad faith on its part, arising out of or in connection with the administration or
performance of its duties and obhgations hereunder, including the costs and
expenses of defending itself (including counsel fees) against any claim or habulity
in connection with the exercise or performance of any of its powers or duties
hereunder.

SECTION 6.07. Resignation and Removal.

The Bank may resign from its duties hereunder at any time by giving not
less than sixty (60) days written notice thereof to the City, with such resignation
effective upon the appointment of a successor thereto.

The Bank may be removed from its duties hereunder at any time with or
without cause by the City designating a successor upon not less than sixty (60)
days written notice; provided, however, that no such removal shall become
effective until such successor shall have accepted the duties of the Bank hereunder
by written instrument.

Upon the effective date of such resignation or removal (or any earlier date
designated by the City in case of resignation) the Bank shall, upon payment of all
its fees, charges, and expenses then due, transfer and deliver to, or upon the order
of, the City all funds, records, and Bonds held by it (except any Bonds owned by
the Bank as Holder or pledgee), under this Agreement.

[f the Bank shall resign or be removed, the City shall promptly appoint and
engage a successor to act in the place of the Bank hereunder, which appointment



shall be effective as of the effective date of the resignation or removal of the Bank.
Such successor shall immediately give notice of its substitution hereunder in the
name of the City to the Holders, including the name of the successor to the Bank
and the address of its principal office and office of payment as provided in the
Bond Resolution.

SECTION 6.08. Merger, Conversion, Consolidation, or Succession.

Any corporation into which the Bank may be merged or converted or with
which it may be consolidated, or any corporation resulting from any merger,
conversion, or consolidation to which the Bank shall be a party, or any corporation
succeeding to all or substantially all of the corporate trust business of the Bank
shall be the successor of the Bank hereunder without the execution or filing of any
paper or any further acts on the part of either of the parties hereto. In case any
Bond shall have been registered, but not delivered, by the Bank then in office, any
successor by merger, conversion, or consolidation to such authenticating Bank may
adopt such registration and deliver the Bond so registered with the same effect as if
such successor Bank had itself registered such Bonds.

SECTION 6.09. Bank Not a Trustee.

This Agreement shall not be construed to require the Bank to enforce any
remedy which any Holder may have against the City during any default or event of
default under any agreement between any Holder and the City, including the Bond
Resolution, or to act as trustee for such Holder.

SECTION 6.10. Bank Not Responsible for Bonds,

The Bank shall not be accountable for the use of any Bonds or for the use on
application of the proceeds thereof.

SECTION 6.11. Adjudication and Interpleader.

The City and the Bank agree that the Bank may seek adjudication of any
adverse claim, demand, or controversy over its person as well as funds on deposit,
in either a Federal or State District Court located in the State of Texas and the
County where either the Bank Office or the administrative offices of the City is
located, and agree that service of process by certified or registered mail, return
receipt requested, to the address referred to in Section 1.02 of this Agreement shall
constitute adequate service. The City and the Bank further agree that the Bank has



the right to file a Bill of Interpleader in any court of competent jurisdiction within
the State of Texas to determine the rights of any Person claiming any interest
herein.

SECTION 6.12. Bank's Funds Not Used.

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

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

SECTION 6.13. Depository Trust Company Services.

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

SECTION 6.14. Reporting Requirements.

To the extent required by the Code or the Treasury Regulations, the Bank
shall report the amount of interest paid or the amount treated as interest accrued on
the Bonds which is required to be reported by the Holders on their returns of
federal income tax, or assure that such a report is made, to the Holders and the
[nternal Revenue Service.

SECTION 6.15. Entire Agreement.

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



SECTION 6.16. Counterparts.

This Agreement may be executed in any number of counterparts, each of
which so executed shall be deemed to be an original, but all such counterparts shall
together constitute but one and the same Agreement.

IN WITNESS WHEREQF, the parties hereto have caused this Agreement to

be duly executed, and their respective seals to be hereunto affixed and attested, all
as of the day and year first above written.

CITY OF AUSTIN, TEXAS

By:

City Manager

ATTEST:

City Clerk

(SEAL)



U.S. BANK NATIONAL ASSOCIATION

By:

Title:

Attention: Corporate Trust Group



EXHIBIT A

CITY OF AUSTIN, TEXAS PUBLIC IMPROVEMENT REFUNDING BONDS,
SERIES 2008, DATED , 2008, ISSUED IN THE
AGGREGATE PRINCIPAL AMOUNT OF $




EXHIBIT B
FEE SCHEDULE

BOND REGISTRAR, TRANSFER AGENT, AND PAYING AGENT



