Debt Issuance AGENDA ITEM NO.: 53
CITY OF AUSTIN AGENDA DATE: Thu 08/26/2004
RECOMMENDATION FOR COUNCIL ACTION PAGE: 1 0of 2

SUBJECT: Authorize the issuance of City of Austin, Texas, Public Property Finance Contractual
Obligations, Series 2004, in the amount of $21,830,000 and ali related documents.

AMOUNT & SOURCE OF FUNDING: $1,701,283 in the first year debt service requirement and $600
estimated annual administration fee for the paying agent/registrar for the proposed contractual obligation
sale is included in the 2004-2005 Proposed Operating Budget of the General Obligation Debt Service
Fund.

FISCAL NOTE: There is no unanticipated fiscal impact. A fiscal note is not required.

REQUESTING Financial and DIRECTOR’S
DEPARTMENT: Administrative Services - AUTHORIZATION: Vickie Schubert
Treasury

FOR MORE INFORMATION CONTACT:
PRIOR COUNCIL ACTION: July 29, 2004 approved General Obligation Bond Sale Schedule

BOARD AND COMMISSION ACTION: N/A

Contractual Obligations will be used to finance the purchase of cquipment included in the 2004-2005
proposed budgets for several departments. The financing of equipment complies with the Financial
Policies for the use of non-voter approved debt listed in Attachment A. See Attachment B for the
schedule of equipment costs and useful life. Annual debt service funding for the Contractual Obligations
is to be provided by a combination of property taxes and transfers into the General Obligation Debt
Service Fund from issuing departments. Of the $21,830,000 in Contractual Obligations that is being
issued, $13,920,000 is being issued to provide funding for reimbursernent resolutions that have already
been approved by Council.

Electronic bids will be accepted beginning at 9:30 a.m. Central Daylight Time (“CDT"”) and ending at
10:00 a.m., CDT, on Thursday, August 26, 2004. Bids will be verified by the City’s Financial Advisor,
Public Financial Management, Inc.

This item has been posted for not later than 2:00 p.m. to allow City Council action prior to the close of
financial markets.

RCA Scrial#: 6281 Date: 08:26/04 Original: Yes Published:
Disposition: Adjusted version published:



Debt Issuance AGENDA ITEM NO.: 53
CITY OF AUSTIN AGENDA DATE: Thu 08/26/2004
RECOMMENDATION FOR COUNCIL ACTION PAGE: 2 of 2

The Debt Service Cost [or the $21,830,000 issuance is estimated as follows:

Total Cost Average
2004-2005 over 7Years Per Year
Principal $1,010,000 $21,830,000 $3.118.571
Interest 691,283 4,336,671 619,525
Total Debt Service $1,701,283 $26,166,671 $3,738,096

Of the $21,830,000, $2,500,000 is tax supported and $19,330,000 is self-supporting debt paid by transfers
to the General Obligation Debt Service Fund.

RCA Serial#: 6281 Date: 08/26/04 Original: Yes Published:

Disposition: Adjusted version published:



ORDI NANCE

AN ORDI NANCE OF THE CITY COUNCI L OF THE CITY OF AUSTIN,
TEXAS AUTHORIZING THE ISSUANCE AND SAL EOF CITY OF AUSTIN,
TEXAS, PUBLIC PROPERTY FINANCE CONTRACT UAL OBLIGATIONS
SERIES 2004, IN THE AGGREGATE PRINCIPAL AMOUNT OF
$21,830,000; PRESCRIBING THE FORM OF SAID OBLIGATIONS;
PROVIDING FOR THE SECURITY FOR AND PAYM ENT OF SAID
OBLI GATIONS; AWARDING THE SALE THEREOF; APPROVING THE
OFFICI AL STATEMENT; ENACTING OTHER PROVISIONS RELATING
TO THE SUB JECT; AND DECLARING AN IMMEDIATE EFFEC TIVE
DATE

WHEREAS, the Pub lic Pro perty Finance Act, Sec. 271.001, et seq., Subchapter A, Local
G overnment Code (the "Act™) authorizes the City of Austin, Texas (the "City" or the “Issuer™) to
execute, perform and make payments under contracts with any person for the use, acquisition,
purchase or financing of personal property as described in the Act; and

WHEREAS , the Act permits the governing body of the Tssuer to cxecute contracts in any
form deemed appropriate by said governing body in connection with the use, acquisition, purchase
or financing of personal property; and

WHEREAS, the governing body ofthe Issuer desires to acquire, purchase or finance personal
property as described in Schedule I attached hereto, or such other personal property, appliances,
equipment, facilities, furnishings or interests therein, whether movable or fixed, deemed by the
governing body of the Issuer to be necessary, useful and/or appropriat e for the purposes ofthe lssuer
(the "Property"); and

WHEREAS, the governing body of the Issuer deems it appropriate to adopt this Ordinance
and issue the "Contractual Obligations” herein authorized as permitted by the Act.

WHEREAS, the meeting at which this Ordinance is considered is open to the public as
required by law, and the public notice of the time, place and purpose of said meeting was given as
required by Chapter 551, Texas Government Code, as amended. Now, Therefore,

BEITORDAINED BY THECITY COUNCI L OF THE CI TY OF AUSTI N:

Section 1. RECITALS. T he recitals set forth in the preamble hereof areincorporated herein
and shall have the same force and effect as if set forth inthis O rdinance.

Section2. AMOUNT AND PURPOSE OF CON TRACTUALOBLIG ATIONS . Thelssuer's
Public Property Finance Contractual Obligations (hereinatter sometimes called "Contractual
Obligations") are hereby authorized to be issued in the aggregate principal amount of $21,830,000
FOR THEPURPOSE OF PAYING ALL OR APORTION OF THEISSUER'S CONTRACTUAL
OBLIGATIONS TO BE INCURRED IN CONNECTION WITH THE ACQUISITION,
PURCHASE OR FINANCING OF THE PROPERTY, IN ACCORDANCE WITH THE



PROVISIONS OFTHEPUBLICPROPERTY FINANCE ACT,SEC. 271.001,ETSEQ.,LOCAL
GOVERNMENT CODE.

Section3. DESIGNATION, DATE,DENOMINATION S, NUMBERS, INTERES TRATES
AND MATURITIES OF CONTRACTUAL OBLIGATIONS. Each Contractual Obligation issued
pursuant to this Ordinance shall be designated "CITY OF AUSTIN, TEX AS PU BLIC PROPERTY
FINANCECONTRACTUAL OBLIG ATION, SERIES 2004", andinitially there shallbe issued, sold
and delivered hereunder fully registered Contractual O bligations, without interest coupons, dated
Sept ember 1, 2004, in the principal amount stated aboveandin the denominations hereinafter stated,
numbered consecuti vely from R-1upw ard, payableto the respecti ve Registered O w nersthereof (with
the initial Contractual Obligations being made payable to the initial purchaser (the "Purchaser") as
described in Section 14 hereof), or to the registered assignee or assignees of said Contractual
Obligations or any portion or portions thereof (in each case, the "Registered Ow ner"), and said
Contractual Obligations shall mature and be payable on May 1 and N ovember 1 in each of the years
and in the principal amount s, respectively, and shall bear interest in the manner provided, onthe dates
stated, and from the dates set forth, in the FORM OF CONTRACTUAL OBLIGATION to their
respective dates of maturity at the rat es per annum, as set forth in the following schedule:

Maturity Principal Interest
Date Amount ($) Rate (%0)

5/1/2005 1,010,000

11/1/2005 1,375,000

5/1/2006 1,410,000

11/1/2006 1,440,000

5/1/2007 1,475,000

11/1/2007 1,510,000

5/1/2008 1,545,000
11/1/2008 1,585,000

5/1/2009 1,620,000
11/1/2009 1,655,000

5/1/2010 1,700,000

11/1/2010 1,740,000

5/1/2011 1,780,000

11/1/2011 1,985,000

Interest shall be calculated on the basis of a 360-day year consisting oftwelve 30-day months. The
term "Contractual Obligations" as used in this Ordinance shall mean and include collectively the
Contractual Obligations initiatly issued and delivered pursuant to this O rdinance and all substitute
Contractual Obligations exchanged therefor, as w ell as all other substitute Contractual O bligations
and replacement Contractual Obligations issued pursuant hereto, and the term "Contractual
Obligation" shall mean any ofthe Contractual Obligations.
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Section4. CHARACTERISTICS OF THE CON TRACTU AL O BLIG ATIONS. (a) That the
City shall keep or cause to be kept at the designated corporate trust office in ,
(the 'Designated Payment/Transfer Oftice") of (the
"Paying Agent/Registrar"), or such other bank, trust company, financial institution, or cther agency
named in accordance with the provisions of (g) below, books or records of the registration and
transfer of the Contractual Obligations (the "Registration Books"), and the City hereby appoints the
Paying Agent/Registrar as its registrar and transfer agent to keep such books or records and make
such transfers and regist rationsunder such reasonable regulations as the Cityand the Paying Agent/-
Registrar may prescribe; and theP aying Agent/Registrar shall make such transfers and registrations
as herein provided. It shall be the duty of the Paying Agent/Registrar to obtain from the registered
ownerand record in the Registration Booksthe address of such registered owner ofeach Contractual
Obligation to which payments with respect to the Contractual O bligations shall be mailed, as herein
provided. The City or its designee shall have the right to inspect the Registration Books during
regularbusiness hours of the P aying A gent/Registrar, but othenw ise the P aying Agent/Regist rar shail
keep the Registration Books confidential and, unlessotherw ise required by law, shall not permit t heir
inspection by any other entity. Registration of each Contractual O bligation maybe transferred in the
Registration Books only upon presentation and surrender of such Contractual Obligation to the
Paying Agent/Registrar for transfer of registration and cancellation, together with proper written
ingruments of assignment, in form and with guarantee of signatures satisfactory to the Paying
Agent/Registrar, evidencing the assignment of such Contractual O bligation, or any portion thereof
in any integral multiple of $5,000, to the assignee o r assignees t hereof, and the right of such assignee
or assignees to have such Contractual O bligation orany such portion thereof registered in the name
of such assignee or assignees. Upon the assignment and transfer of any Contractual Obligation or
any portion thereof, a new substitute Contractual Obligation or Contractual Obligations shall be
issued in exchange therefor in the manner herein provided.

(b) The entity in whose name any Contraclual Obligation shall be registered in the
Registration Books at any time shall be treated as the absolute ow ner thereof for all purposes of this
0O rdinance, w hether or not such Contractual Obligation shall be overdue, and the City andthe P aying
Agent/Registrar shall not be affected by any notice to the contrary; and payment of, or on account
of, the principal of, premjum, if any, and interest on any such Contract ual Obligation shall be made
onlyto such registered owner. Allsuch payments shall be valid and effectual to satisfy and discharge
the liability upon such Contractual Obligation to the extent ofthe sum or sums so paid.

(¢) The City hereby further appoints the Paying Agent/Registrar to act asthe paying agent
for paying the principal of and interest on the Contractual Obligations, and to act as its agent to
exchange or replace Contractual Obligations, all as provided in this Ordinance. The Paying
Agent/Registrar shall keep proper records of all payments made by the City and the Paying
Agent/Registrar with respect to the Contractual Obligations, and of all exchanges thereof, and all
replacements thereof, as provided inthis Ordinance.

{(d) Each Contractual Obligation may be exchanged for fully registered certificates in the
manner set forth herein. Each Contractual Obligation issued and delivered pursuant to this
Ordinance, to the extent of the unredeemed principal amount thereof, may, upon surrender thereof
at the Designated Pay ment/Transfer Office ofthe Paying Agent/Registrar, together with a written
request therefor duly executed by the registered ow ner or the assignee or assignees thereof, or its or
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their duly authorized attorneys or representatives, with guarantee of signatures satisfactory to the
Paying Agenl/Registrar, at the option of the regisiered ow ner or suchassignee or assignees, asappro-
priate, be exchanged for fully registered C ontractual O bligations, without interest coupons, in the
form prescribed in the FORMOF CONTRACTUAL OBLIGATION, inthe denomination of $5,000,
or any integral multiple thereof (subject to the requirement hereinafier stated that each substitute
Contractual Obligation shall have a single stated maturity date), as requested in writing by such
registered owner or such assignee or assignees, in an aggregate principal amount equal to the unre-
deemed principal amount of any Contractual Obligation or Contractual Obligations so surrendered,
and payable to the appropriate registered owner, assignee, or assignees, as the case may be. If a
portion of any Contractual Obligation shall be redee med prior to its scheduled maturity as provided
herein, a substitute Contractual Obligation or Contractual Obligations havingthe same maturity date,
bearing interest at the same rate, in the denomination or denominations of any integral multiple of
$5,000 at the request of the registered owner, and in an aggregate principal amount equal to the
unredeemed portion thereof, will be issued to the registered owner upon surrender thereof for
cancellation. If any Contractual Obligation or portion thereof is assigned and transferred, each
Contractual O bligation issued in exchange therefor shall have the same principal maturity date and
bear interest at the same rat e as the Contract ual Obligation for which it is being exchanged. Each
substitute Contractual Obligation shall bear a letter and/or number to distinguish it from each other
Contractual Obligation. The Paying Agent/Registrar shall exchange or replace Contractual
Obligations as provided herein, and each fully registered Contractual Obligation or Contractual
O bligationsdelivered inexchange for or replacement of any Contractu al Obligation or portion thereof
as permitted or required by any provision of this Ordinance shall constitute one of the Contractual
Obligations for all purposes of this Ordinance, and may again be exchanged or replaced. k is specif-
ically provided, however, that any Contractual O bligation delivered in exchange for or replacement
of another Contractual Obligation prior to the first scheduled interest payment date on the
Contractual Obligations (as stated on the face thereof) shall be dated the same date as such
Contractual Ob ligation, but each substitute Contract ual Obligation so delivered on orafter such first
scheduled interest payment date shall be dated as of the inferest payment date preceding the date on
which such substitute Contractual Obligation is delivered, unless such substiute Contractual
Obligation is delivered on an nterest payment date. in w hich case it shall be dated as of such date of
delivery; provided, however, that if at the time of delivery of any substitute Contractual Obligation
theint erest on the Contractual Obligation for which it 1s being exchanged hasnot been patd, then such
substitute Contractual O bligation shall be dated as of the date to w hich such interest has been paid
in full. On each substitute Contractual Obligation issued in exchange for or replacement of any
Contractual Obligation or Contractual Obligations issued under this Ordinance there shall be printed
thereon a Paying Agent/Registrar's Authentication Certificate, in the form hereinafter set forthinthe
FORM OF CONTRACTUAL OBLIGATION (the "Authentication Certificate"). An authorized
representative of the Paying Agent/Registrar shall, before the delivery of any such substitute
Contractual Obligation, dat e such substitute Contractual Obligation in the manner set forth above,
and manually sign and date the Authentication Certificate, and no such substitute Contractual
Obligation shall be deemed t o be issued or outstanding unless the Authentication Certificateisso ex-
ecuted. The Paying Agent/Registrar promptly shall cance] al! Contract ual Obligations surrendered
for exchange or replacement. No additional ordinances, orders, or resolutions need be passed or
adopted bythe City Council or any other body or personso as to accomplish the foregoing ex change
or repilacement of any Contractual O bligation or portionhereof, and t he P aying A gent/Regist rar shail
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provide for the printing, execution, and delivery of the substitute Contractual Obligations in the
manner prescribed herein. Pursuant to Chapter 1206, Texas Government Code, thedutyof'ex change
or replacement ot any Contractual Obligation as aforesaid is hereby imposed upon the Paying
Agent/Registrar, and, upon the executionof the Authentication Certificat e, the exchanged or replaced
Contractual O bligation shallbe valid, incontestable, and enforceable in the same manner and with the
same effect as the Contract ual Obligations which origmally were delivered pursuant to thisOrdinance,
approved by the Attorney G eneral, and registered by the Comptroller of Public Accounts.

(e) Al Contractual Obligations issued in exchange or replacement of any other Contractual
Obligation or portion thereof, (i) shall be issued in fully registered form, without interest coupons,
withthe principal of and interest on such Contractual Obligations to be payable only t othe registered
ow ners thereof, (ii) may be redeemed prior to their scheduled maturities, (iii) may be transferred and
assigned, (iv) may be exchanged for other Contractual Obligations, (v) shall havet he characteristics,
(vi) shall be signed and sealed, and (vii) the principal of and interest on the Contractual Obligations
shall be payable, all as provided, and in the manner required or indicated, in the FORM OF
CONTRACTUAL OBLIGA TTON.

(f) The City shall pay the Paying Agent/Registrar'sreas onable and cust omary fees and charges
for making transfers of Contractual Obligations, but the registered owner of any Contractual
O bligation requesting such transler shall pay anytaxesor other governmental charges required to be
paid with respect thereto. The registered owner of any Contractual Qbligation requesting any
exchange shall pay the Paying Agent/Registrar's reasonable and standard or customary fees and
charges for exchanging any such Contract ual Obligation or portion thereof, together with any taxes
or government al charges required to be paid with respect thereto, all as a condition precedent to the
exercise of such privilege of exchange, except, however, that inthe case of the exchange of an
assigned and transferred Contractual Obligation or Contractual Obligationsor any portion or portions
thereof in any integral multi ple of $5,000, and in the case of the exchange of the unredeemed portion
of a Contractuat Obligation which has been redeemed in part prior to matunty, as provided in this
O rdinance, such fees and chargeswill be paid by the Cty. In addition, the City hereby covenants with
the registered ow ners ofthe Contractual Obligations that it will (i) pay the reasonable and standard
or customary fees and charges of the Paying Agent/Registrar for its services with respect to the
payment of the principal of and interest on the Contractual Q bligations, w hen due, and (ii) pay the
fees and charges of the P aying Agent/Registrar for services with respect to the transfer or registration
of Contractual O bligations solely to the extent above provided, and with respect to the exchange of
Contractual Obligations solely to the extent above provided.

{g) The City covenants w ith the registered ow ners of the Contractual Obligations that at all
timesw hile the Contractual Obligationsare outstanding the City will provide a competent and legalily
qualified bank, trust company, or other entity duly qualified and legally authorized to act as and
perform the services of Paying Agent/Registrar for the Contractual Obligations under this Ordinance,
and that the Pay ing Agent/Registrar will be one entity. The City reserves the right to, and may, at
its option, change the P aying Agent/Registrar upon not less than 60 days written notice to the P aying
Agent/Registrar. In theevent that theentity at any time acting as Paying Agent/Registrar (or its suc-
cessor by merger, acquisition, or other method) should resign or otherw ise cease to act as such, the
City covenants that promptly it will appoint a competent and legally qualified national or state
banking institutionwhich shall be an entity organized and doing businessunder thelaws of the United



States of America or of any state, authorized under suchlawsto exercise trust pow ers, subject to
supervision or examination by federal or state authority, and w hose qualifications substantially are
similar tothe previousPaying Agent/Registrar to act as Paying Agent/Registrar underthis Ordinance.
U pon any changeintheP aying Agent/Registrar, the previous P aying A gent/Registrar promptly shall
transfer and deliver the Registration Books (or a copy thereof), along with all other pertinent books
and records relating to the Contract ual Obligations, to the new Paying Agent/Registrar designated
and appointed by the City. Upon any change in the Paying Agent/Registrar, the City promptly will
causea written noticet hereofto besent by the new Paying Agent/Registrar to each registered owner
of the Contractual Obligations, by United States Mail, first-class postage prepaid, which notice also
shall give the address of the new Paying Agent/Registrar. By accepting the position and performing
as such, each Paying Agent/Registrar shall be deemed to have agreed to the provisions of this
Ordinance, and a certified copy of this Ordinance shalt be delivered to each Paying Agent/Registrar.

Section 5. FORM OF CONTRAC TU AL OBLIGATIONS. The form of the Contractual
Obligations, including the form of the Authentication Certificate, the form of Assignment and the
form of Registration Certificate of the Comptroller of Public Accounts of the State of Texas to be
attached only to the Contractual Obligationsinitially issued and delivered pursuant to this Ordinance,
shall be, respectively, substantially as set forth in Exhibit A to this O rdinance, with such appropriate
variations, omissions, or insertions as are permitted or required by this Ordinance.

Section 6. TNTEREST AND SINKING FUND. That a special fund or account, to be
designated the "City of Austin, Texas Series 2004 Public Property Finance Contractual
Obligations Interest and Sinking Fund” , hereinafter called the "Interest and Sinking Fund”, is
hereby authorized and shall be established and maintained in a depository bank oftheIssuer, so long
as the Contractual Obligations, or interest thereon, are outstanding and unpaid.

Section 7. TAX LEV Y. (a) TheInterest and Sinking Fund shall be kept separate and apart
from all other funds and accounts of the Issuer, and shall be used only for paying the interest on and
principal of the Contractual Obligations. All ad valorem taxeslevied and collected for and on account
of the Contractual Obligations shall be deposited, as collected, to the credit of the Interest and
Sinking Fund. During each year while any of the Cont ractual Obligations are out standing and unpaid,
the governing body of the Issuer shall compute and ascert ain a rat ¢ and amount of ad valorem tax
w hich together w ith any ot her lawfully available funds that are on deposit in the Interest and S inking
Fund at the time of such levy will be sufficient to pay the interest on the Contractual Obligations as
such interest comes due, and to provide and maintain a sinking fund adequate to pay the principal of
such Centractual Obligations as such principal matures (but never less than 2% of the original
principal amount of'the C ontractual O bligations as a sinking fund each year); and said tax shall be
based on the latest approved tax mlls of the Issuer, with fisll dlowance being made for tax
delinquencies and the cost of tax collection. Said rate and amount of ad valorem tax is hereby levied
and is hereby ordered to be levied, against all taxable property in the Issuer for each year w hile any
of the Contractual Obligations are outstanding and unpaid; and said tax shall be assessed and
collected each such year and deposited to the credit of the aforesaid Interest and Sinking Fund. Said
ad valorem taxes sufficient to provide for the payment of the interest on and principal of the
Contractual Obligations, as such interest comes due and such principal matures, are hereby pledged
for such payment, within the limit prescribed by law. In addition, until expended for the herein



authorized purposes, the proceeds of the Contractual Obligations are pledged to the payment of the
principal and interest on the Contractual Obligations.

(b) Chapter 1208, Texas Government Code, applies to the issuance of the Contractual
Obligations and the pledge of ad valorem taxes made under Sect ion 7(a) of this Ordinance, and such
pledge is therefore valid, effective, and perfected. If Texas law is amended at any time while the
Contractual Obligations are outstanding and unpaid such that the pledge of ad valorem taxes made
bythe City under Section7(a) ofthis Ordinance is to be subject tothefiling requirementsof Chapter
9, Texas Business & Commerce Code, then in order to preserve to the registered ow ners of the
Contractual Obligations the perfection of'the securify interest in said pledge, the City agrees to take
such measures as it determines are reasonable and necessary under Texas law to comply with the
applicable provisions of Chapter 9, Texas Business & Commerce Code and enable a filing to perfect
the security interest in said pledge to occur.

Section 8. DEF EASANCE OF CONTRACTUAL OBLIGATIONS. (a) Any Contractual
O bligation and the interest thereon shall be deemed to be paid, retired and no longer outstanding (a
"Defeased Contractual Obligation") within the meaning of this Ordinance, except to the extent
provided in subsection (d) of this Section 8, when payment of the principal of such Contractual
Obligation, plus interest thereon to the due date (w hether such due date be by reason of maturity or
otherwise) either (i) shall have been made or caused to be made in accordance withthe terms thereof,
or (ii) shall have been provided for on or before such due date by irrevocably depositing wih or
making available to the Paying Agent/Registrar in accordance with an escrow agreement or other
instrument (the "Future Escrow Agreement") for such payment (1) lawful money ofthe United States
of America sufficient to make such payment or (2) Defeasance Securities that mature as to principal
and interest in such amounts and at such times as will insure the availability, without reinvestment,
of sufficient money to provide for such payment, and w hen proper arrangements have been made by
the Issuer with the Paying Agent/Registrar for the payment of its services until all
D efeased Contractual Obligations shall have become due and payable. There shall be delivered to
the Paying Agent/Registrar a certificate from a firm of certified public accountants certifying as to
the sufficiency of the deposit made pursuant to clause (ii) above. The Paying Agent/Registrar shall
also receive an opinion of bond counsel acceptable to the Issuer that reflects such payment does not
adversely affect the exclusion under the Code ofinterest on the D efeased Contractual O bligations
from the gross income of the holders thereof for federal income taxation purposes. At such time as
a Contractual Obligation shall be deemed to be a Defeased Contractual Obligation hereunder, as
aforesaid, such Contractual O bligation and the interest thereonshall no longer be secured by, payable
from, or entitled to the benefits of, the ad valorem taxes or revenues herein levied and pledged as
provided in this Ordinance, and such principal and interest shall be payable solely from such money
or D efeasance S ecurities. N otw ithstanding any other provision of this Ordinance to the contrary, it
is hereby provided that any determination not to redeem D efeased Contractual O bligations that is
made in conjunction with the paymernt arangements specified in subsection 8(a)(i) or (ii) shall not
beirrevocable, provided that in the proceedings providing for such payment arrangements, the Issuer
expressly (1) reserves the right to call the De feas ed Contract ual Obligations for redem ption; (2) gives
notice of the reservation of that right to the owners of the Defeased Contractual Obligations
immediat ely following the making ofthe payment arrangements; and (3) directs that notice of the
reservation be included in any redemption notices that it authorizes.



(b)  Any moneys so deposited withthe P aying Agent/Registrar may at the written direction
ofthe Issuer beinvested in D efeasance Se curities, maturing inthe amounts and times as hereinbefore
set forth, and allincome fromsuch Defeas ance Securities received by the Paying Agent/Registrar that
is not required for the payment of the Contractual O bligations and interest thereon, with respect to
which such money has been so deposited, shall be turned over totheIssuer, or deposited as direct ed
in writing by the Issuer. Any Future Escrow Agreement pursuant to which the money and/or
D efeasance Securities are held for the payment of D efeased Cortractual Obligations may contain
provisions permi tingthe investment or reinvestment ofsuch moneys inD efeasance Securitiesorthe
substitution of dher Defeasance Securities upon the satisfaction of the requirements specified in
subsection 8(a)(i) or (ii). All income from such Defeasance Securities received by the Paying
Agent/Registrar that is not required for the payment of the D efeased Contractual O bligations, with
respect to which such money has been so deposited, shall be remitted to the Issuer or deposited as
directed in writing by the Tssuer. The Paying Agent/Registrar shall not be liable for any loss
pertaining to an investment executed in accordance w it hw ritten instructions from the Issuer.

(c) The term "Defeasance Securities" means (i) direct, noncallable obligations of the
United States of America, including obligations that are unconditionally guaranteed by the United
States of America, (if)} noncallable obligations of an agency or instrumentality of the United St ates
of America, including obligations that are unconditionally guaranteed or insured by the agency or
instrumentality and that, onthe date of the purchase thereof are rated asto investment quality by a
nationally recognized invest ment rating firm not less than AAA oritsequivalent, and (iii) noncallable
obligations of a state or anagency or a county, municipality, or other political subdivision of a state
that have been refunded and that, on the date the goveming body of the Issuer adopts or approves
the proceedings authorizing the financial arrangements are rated as to investment quality by a
nationally recognized investment rafing firm not less than AAA or its equivalent.

(d)  Until all Defeased Contractual O bligations shall have become due and payable, the
Paying Agent/Registrar shall perform the services of Paying Agent/Registrar for such Defeased
Contractual Obligations the same as ifthey had not been defeased, and the Issuer shall make proper
arrangements to provide and pay for such services as required by this Ordinance.

(¢)  Inthe event that the Issuer elects to defease less than all of the principal amount of
Contractual Obligations of amaturity, the Paying Agent/Registrar shall select, or causeto be select ed,
such amount of Contractual Obligations by such random method as it deems fair and appropriate.

Section 9. DAMAGED, MUTILATED, LOST, STOLEN, OR DESTROYED
CONTRACTUAL OBLIGATIONS. (a) Replacement Contractual O bligations. In the event any
outstanding Contractual Obligation is damaged, mutiated, lost, stolen, or destroyed, the Paying
Agent/Registrar shall cause to be printed, executed, and delivered, a new contractual obligation of
the same principal anount, maturity, and interest rate, as the damaged, nutilated, logt, stolen, or
destroyed Contractual Obligation, in replacement for such Contractual Obligation in the manner
hereinafter provided.

(b) Application for Replacement Contractual Obligations. Application for replacement
of damaged, mutilated, lost, stolen or destroyed Contractual Obligations shall be made by the
registered ow ner thereof to the Paying Agent/Regisirar. In every case of loss, theft, or destruction




of a Contractual Obligation, the registered ow ner applying for a replacement contractual obligation
shall furnish to the Tssuer and to the Paying Agent/Registrar such security or indemnity as may be
required by them to save each of them harmless from any loss or damage w ith respect thereto. Also,
in every case of loss, thefi, or destruction of a Contractual Obligation, the registered ow ner shall
furnish {o the Issuer and to the Paying Agent/Registrar evidenceto their satisfaction of theloss, theft,
or destruction of such Contractual Qbligation, as the case may be. In every case of damage or
mutilation of a Contractual Obligation, the registered owner shal surrender to the Paying
Agent Registrar for cancellation the Contractual Obligation so damaged or mutilated.

(¢)  NoDefault Occurred. Notwithstanding the foregoing provisions of this S ection, in
the event any such Contractual Obligation shall have matured, and no default has occurred w hich is
then continuing in the payment of the principal of or interest on such Contractual Obligation, the
Issuer may authorize the payment of the same (without surrender thereof except in the case of a
damaged or mutilated Contractual Obligation) instead of issuinga replacement contractual obligation,
provided security or indemmity is furnished as above provided in this Section.

(d)  ChargeforIssuingReplacement Contractual Obligations. Priortotheissuance ofany
replacement contractual obligation, the Paying Agent/Registrar shall char ge the registered owner of
such Contractual Obligation with all legal, printing, and other expenses in connection therew ith,
Every replacement contract ual obligation issued pursuant to the provisions of this Section by wirtue
of the fact that any Contractual Obligation is damaged, mutilated, lost, stolen, or destroyed shall
constitute a contractual obligation of the Issuer whether or nat the damaged, nutilated, lost, stolen,
or destroyed Contractual Obligat ion shall be found at any time, or be enforceable by anyone, and shall
be entitled to all the benefits of this Ordinance equally and proportionately with any and all other
Contractual Obligations duly issued under this Ordinance.

(e) Authority for Issuing Replacement Contractual Obligations. Tn accordance with
Chapter 1206, Texas Government Code, as amended, this S ection shall constitute authority for the
issuance of any such replacement contractual obligation without necessity of further action by the
Issuer or any other body or person, and the duty of the replacement of such Contractual Obligations
is hereby authorized and imposed upon the Paying Agent/Registrar, and the Paying Agent/Registrar
shall authenticate and deliver such replacement contractual obligations in the form and manner and
with the effect, as provided in Section 4(a) of this O rdinance for Contractual O bligations issued in
conversion and exchange of other Contractual Obligations.

Section 10. CUSTODY, APPROV AL, AND REGISTRATION OF CONTRACTUAL
OBLIGATIONS. That the Mayor or the designee thereof is hereby authorized to have control ofthe
Contractual Obligations and all necessary records and proceedings pertaining to the Contractual
Obligations pending t heir delivery and their investigation, examination and approval by the Attorney
G eneral ofthe State of Texas, and their registration by the Comptroller of P ublic Accounts of the
State of Texas. Upon registration of the Contractual Obligations, said Comptroller of Public
Accounts (or a deputy designated in writing to act for said Comptroller) shall manually sign the
Comptroller's Registration Certificat e accompanyingthe Contractual Obligat ions, and the seal of said
Comptroller shall be impressed, or placed in facsimile, on each such certificate. After registration by
said Comptroller, delivery of the Contractual Obligations shall be made to thePurchaser, as defined



in Section 14 below, under and subject to the general supervision and direction of the May or, agai nst
receipt by the City of all amounts due to the City under the terms of sale.

Section 11. COVENANTS REGARDING TAX EXEMPTION OF INTEREST ON THE
CONTRACTUAL OBLIGATIONS. The Issuer covenantsto take any action necessary to assure,
or reffain fromany action which w ould adversely affect, thetreatment of the Contractual Obligations
as obligations described in section 103 of the Internal Revenue Code of 1986, as amended (the
"Code"), the interest on which is not includable in the "gross income" of the holder for purposes of
federal income taxation Infurtherance thereof, the Issuer covenants as follows:

(a) to take any action to assure that no more than 10 percent ofthe proceeds of
the Contractual Obligations or the projects financed therewith (less amounts deposited to a
reserve fund, if any) are used for any "private business use," as defined in section 141(b){6)
ofthe Code or,itmorethan 10 percent ofthe proceeds or the projectsfinanced therewith are
so used, such amounts, w hether or not received by the Issuer, with respect to such private
business use, do not, under the terms of this Ordinance or any underlying arrangement,
directly or indirectly, secure or provide for the payment of more than 10 percent of the debt
service on the Contractual Obligations, in contravention of section 141(b)(2) of the Code;

(b)  totake any action to assure that in the event that the "privaie business use”
described tn subsection (a) hereof exceeds 5 percent of the proceeds of the Contractual
Obligations or the projects financed therewith (less amounts deposited into a reserve fund,
if any) then the amount in excess of S percent is used for a "private business use" which is
"related" and not "disproportionate,” within the meaning of section 141(b)(3) of the Code,
to the governmental use;

(c) to take any action to assure that no amount w hich is greater than the lesser of
$5,000,000, or 5 percent of the proceeds of the Contractual Obligations (less amounts
deposited into a reserve fund, if any) is directly orindirect ly used to finance 1oans to persons,
other than state or local governmental units, in contravention of section 141(c) ofthe Code;

(d) to refrain fiom taking any action which would otherwise result in the
Contractual Obligations being treated as "private activity bonds" within the meaning of
section 141(b) of the Code;

(e) to refrain from taking any action that would result in the Contractual
Obligations being “federally guaranteed” withinthe meaning of section 149(b) of the Code;

() to refrain from using any portion of the proceeds of the Contractual
Obligations, directly orindirectly, to acquire or to replace fundsw hich w ere used, directlyor
indirectly, to acquire investment property (as defined in section 148(b)(2) of the Code) which
produces a materially higher yield over t he term of the Contractual Obligations, other than
investment property acquired with --
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(1)  proceeds of the Contractual Obligations invested for a reasonable
temporary period of 3 years or less or, in the case of a retunding bond, for a period
of 30 days or lessuntil such proceeds are needed forthe purpose for which thebonds
are issued,

(2)  amountsinvested in a bona fide debt service fund, withinthe meaning
of section 1.148-1(b)of'the Treasury Regulations, and

(3)  amounts deposited in any reasonably required reserve or replacement
fund to the extent such amounts do not exceed 10 percent of the proceeds of the
Contractual Obligations;

(g)  tootherwise restrict the use of the proceeds of the Contractual O bligations or
amounts treated as proceeds of the Contractual Obligations, as may be necessary, sothat the
Contractual Obligations do not otherwise contravene the requirements of section 148 of the
Code (relatingtoarbitrage) and, to theextent applicable, section 149(d) of the Code (relating
to advance refundings); and

(h) to pay to the Unied States of America at least once during each five-year
period (beginning onthe date of delivery ofthe Contractual O bligations) an amount that is
atleast e qualto 90 percent of the “"Excess Earnings," within the meaning of section 148(f) of
the Code and to pay to the United States of America, not later than 60 days after the
Contractual O bligations have been paid in full, 1 00 percent ofthe amount then required tobe
paid as a result of Excess Earnings under section 148(t) of the Code.

In order to faciltate compliance with the above covenant (h), a "Rebate Fund" is hereby
established and held by the Issuer for the sole benefit of the United States of America, and such fund
shall not be subject to the claim of any other person, including without limitation the registered
ow ners of Contractual Obligations. The Rebate Fund is established for the additional purpose of
compliance with section 148 of the Code.

The Issuer understands that the term "proceeds" includes "disposition proceeds” as defined
in the Treasury Regulations and, in the case of refunding bonds, transferred proceeds (if any) and
proceeds ofthe refunded bonds expended priortothedate of issuance of the Contractual Obligations.
It is the understanding of the Issuer that the covenants contained herein are intended to assure
compliance with the Code andanyregulationsor rulings promulgated by the U .S . D epartment of the
Treasury pursuant thereto. Inthe event that regulations or rulings are hereaft er promulgated which
modify or expand provisions of the Code, asapplicableto the Contractual O bligations, the Issuer will
not be required to comply with any covenant contained herein 1o the externt that such failure to
comply, inthe opmion of nationally recognized bond counsel, will not adversely affect th e exemption
from federal income taxation of interest on the Contractual O bligations under section 103 of the
Code. Inthe event that regulations or rulings are hereafter promulgated which impose additional
requirements which are applicable to the Contractual Obligations, the Issuer agrees to comply with
the additional requirements to the extent necessary, in the opinion of naionally recognized bond
counsel, to preserve the exemption from federal income taxation of interest on the Contractual
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Otbligations under section 103 of the Code. In furtherance of the foregoing, the Mayor, the City
Manager, any Assistant City Manager, and the Director of Financial Services may execute any
certificat es or other reports required by the Code and to make such elections, on behalf of the City,
which may be permitted by the Code as are consistent with the purpose for the issuance of the
Contractual Obligations.

Section 12. CONTRACTUAL UNDERTAKING WITH REGISTERED QWNER. The
Issuer hereby, and by the acceptance of each of the Contractual Obligations, contractually obligates
and commits itself to utilize the net proceeds available from the issuance and delivery of the
Contractual Obligations, after payment of costs of issuance related thereto, for the acquisition or
purchase ofthe Property in accordance with terms and provisions of this Ordinance.

Section 13. REMEDIES IN EVENT OF DEFAULT. In addition to all of the rights and
remedies provided bythelaw s of the State of Texas, the Issuer covenantsand agreesthat inthe event
of default in payment of principal or it erest on any of the Contractual O bligations when due, or, in
the event it failsto make the payments required to be made into the Interest and Sinking Fund or
defaults in the observance or performance of any other of the contracts, covenants, conditions or
obligationsset forth inthis O rdinance orin the Contractual O bligations, the follow ing remediesshall
be available:

(a) the registered ow ners shall be entitled to a writ of mandamus issued by a court of
competent jurisdiction compelling and requiring the Tssuer and the officials thereof'to
observe and perform the contract s, covenants, obligations or conditions prescribed
in this Ordinance; and

(b)  any delay or omission to exercise any right or pow er accruing upon any default shall
not impair any such right or power nor be construed to be a waiver of any such
default or acquiescence therein, and every such right and pow er may be exercised
from time to fime and as often as may be deemed expedient.

Section 14, SALE OF CONTRACTUAL OBLIGATIONS AND APPROVAL OF
OFFICIAL STATEMENT. That the sale of the Contractual Obligations to
(the "Purchaser"), at a price of par and accrued interest on the
Contractual Obligations to the date of delivery, plus a cash premium of § , 18 hereby
authorized, ratified and confirmed. The Contractual Obligations w ere sold pursuant to the terms of
a"Notice of Saleand Bidding Instructions”, "O fficial Bid Form" and "O fficial Statement", the use of
w hich documents, a true and correct copy of each such document is attached hereto, is hereby
approved. It is hereby officially found, determined and declared that the Contractual Obligations
were sold to the highest bidder at terms that were the most advant ageous reasonably obtained. One
Contractual O bligation inth e principal amount maturing on each maturity date as set forth in Section
3 hereof shall be delivered to the Purchaser, and the Purchaser shall have the right to exchange such
certificates as provided in Section 5 hereof without cost. The use of the "Preliminary Official
Statement" prepared in connection with thesale of the Contractual O bligations is hereby ratified. Any
accrued interest and premium received inconnectionw ith the sale of the Contractual O bligations shall
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be deposited to the Interest and Sinking Fund. Any premijum received by the Issuer from the sale of
the Contractual Obligations shall be used in a mamner consistent with the provisions of Section
1201.029, Texas Government Code.

Section 15. INTEREST EARNINGS ON CONTRACTUAL OBLIGATIONS. Interest
earnings derived from the investment of proceeds from the sale of the Contractual O bligations shall
be used al ong with other contractual obligation proceeds for the purpose for which the Contractual
Obligations are issued set forth in Section 2 hereof; provided that after compietion of such purpose,
ifany of suchinterest earnings remain on hand, such interest earnings shall be deposited inthe Interest
and Sinking Fund. Tt is further provided, however, that any interest earnings on contractual
obligation proceeds w hich are required to be rebated to the U nited States of America pursuant to
Section 11 hereof in order to prevent the Contractual Obligations from being arbitrage bonds shall
be so rebated and not considered as interest eamings for the purposes of this Section.

Section 16. FURTH ER PROCED URES. That the Mayor, the City Clerk, the City Manager,
any Assistant City Manager or the Director of Financial S ervices of the City, and all ot her officers,
employees, and agents of the City, and each of them, shall be and they are hereby expressly
authorized, empowered, and directed from time to time and at any time to do and perform all such
acts and things and t o execute, acknow ledge, and deliverin the name and under the seal and on behalf
of the City alf such instruments, whether or not herein mentioned, as may be necessary or desirable
in order to carry out the terms and provisions of this Ordinance, the Contractual Obligations, the
offeringdocuments prepared in connection with the sale of the Contractual Obligations, or the Paying
Agent/Registrar Agreement. In case any officer whose signature appears on any Contractual
Obligation shall cease to be such officer before the delivery of such Contractual Obligation, such
signature shall nevertheless be valid and sufficient for all purposes the same as if he or she had
remained in office until such delivery.

Section 17. ALLOCATION OF, AND LIMITATION ON, EXPENDITURES FOR THE
PROJECT. The Issuer covenants to account for the expenditure of sale proceeds and invesiment
earnings to be used for the purposes described in S ection 2 of this O rdinance (the "Project") on its
books and records by allocating proceeds to expenditures within 18 months of the later of the date
that (1) the expenditureis made, or (2)theProject is completed. Theforegoing notw ithstanding, the
Issuer shall nat expend sale proceeds or investment earnings thereon more than 60 days after the
earlier of (1) the fifth anniversary of the delivery ofthe Coniractual Obligations, or (2) the date the
Contractual Obligations areretired, unlessthe Issuer obtains an opinion of nationally-recognized bond
counsel that such expenditure will not adversely affect the tax-exempt status of the Contractual
Obligations. For purposes hereof, the Issuer shall not be obligated to comply with this covenant if
it obtains an opinion that such failure to comply will not adversely affect the excludability for federal
income tax purposes from gross income of the interest.

Section 18, DISPOSITION OF PROJECT. The Issuer covenants that the property
conslituting the Pro ject will not be sold or otherwise disposed inat ransaction resulting in the rece ipt
by the Lssuer of cash or other compensation, unless the lssuer obtains an opinion of nationally-
recognized bond counsel that such sale or other disposition will not adversely affect the tax-exempt
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status of the Contractual Obligations. For purposes of the foregoing, the portion of the property
comprising personal property and disposed in the ordinary course shall not be treated as atransaction
resulting in the receipt of cash or other compensation. For purposes hereof, the Issuer shall not be
obligated to comply with this covenant ifit obtains an opinion that such failure to comply will not
adversely affect the excludability for federal income tax purposes from gross income of the interest.

Section 19. CONTINUING DISCLOSURE UNDERTA KING.

(a) Annual Reports. (i) The Issuer shall provide annually to eachNRMSIR and any SID,
w ithin six months after the end of each fiscal year ending in or after 2004, financial information and
operating data with respect to the Issuer of the general type included in the final Official Statement
authorized by S ection 14 of this Ordinance, being the information described in Exhbit B hereto. Any
financial statements so to be provided shall be (1) prepared in accordance with the accounting
principies described in Exhibit B hereto, or such other accounting principles as the Issuer may be
required to employ fromtimetotimepursuant to statelaw orregulation, and (2) audited, iftheIssuer
commissions an audit of such statements and the audit is completed withinthe period during which
they must be provided. If the audit of such financial statements is not complete within such period,
then the Issuer shall provide unaudited financial statements by the required time and will provide
audited financial statements for the applicable fiscal year to each NRMSTR and any SID, when and
ifthe audit report on such statemcnts become available.

(i)  1fthe Issuer changes its fiscal year, it will notify each NRMSIR and any STD of the
change (and of the date of the new fiscal year end) prior to the next date by which the Issuer
otherwise would be required to provide financial information and operating data pursuant to this
Section. The financial information and operating datato be provided pursuant to this Section may
be set forth in full in one or more documents or may be included by specific reference to any
document (including an official statement or other offering document, if it is available from the
MSRB) that theretofore has been provided to each NRMSIR and any 51D or filed with the SEC.

(b)  Material Event Notices. The Issuer shallnotifyanyS$ ID and either each NRMSIR or
the MSRB, in a timely manner, of any of the following events with respect to the Contractual
Obligations, if such event is material within the meaning of the federal securities laws:

Principal and interest payment delinquencies,

Non-payment related defaults;

Unscheduled draws on debt service reserves reflecting financial difficulties;
Unscheduled draws on credit enhancements reflecting fmancial difficulties;
Substitution of credit or liquidity providers, or their failure to perform;
Adverse tax opinions or events affecting the tax-exempt status of the
Contractual Obligations;

Modifications to rights of holders of the Contractual Obligations;
Contractual Obligation calls;

9, Defeasances;
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10.  Release, substiution, or sale of property securing repayment of the
Contractual O bligations; and
11.  Rating changes.

The Issuer shall notify any SID and either each NRMSIR or the MSRB, in a timely manner, of any
failure by the Issuer to p rovide financial information or operating data in accordance w ith subsection
(a) of'this Section by the time required by such subsection.

(c) Limitations, Disclaimers, and Amendments. (i) The Issuer shall be obligated to
observe and performthe covenants specitied inthis Section for so long as, but only for so long as,
the Issuer remains an "obligated person” with respect to the Contractual Obligations within the
meaning of the Rule, except that the Issuer in any event will give the notice required by Subsection
(b) hereofin writing of any Contractual Obligation calls and defeasance that cause the Issuer to no
longer be such an "obligated person”.

(ii)  The provisions of this Section are for the sole benefit of the registered ow ners and
beneficial ow nersof the Contractual Obligations, and nothing inthis S ection, express or implied, shall
give any benefit or any legal or equitable right, remedy. or claim hereunderto any other person. The
Issuer underttakes to provide only the financial information, operating data, financial statements, and
notices which it has expressly agreed to provide pursuant to this Section and docs not hereby
undertake to provide any other information that may be relevant or material to a complete
presentation of the Issuer's financial results, condition, or prospects or hereby undertake to update
any information provided in accordance w iththisSect ion or otherwise, except as expressly provided
herein. The Issuer does not make any representation or w arranty concerning such information or its
usefulness to a decision to invest in or sell Contractual Obligations at any future date.

(iii) UNDER NO CIRCUMSTANCES SHA LL THE ISSUER BE LIABLE TO THE
REGIS TERED OWNER OR BENEFICIALOWNER OF ANY CONTRACTUALOBLIGATION
OR ANY OTHER PERSON, IN CONTRACT OR TORT, FOR DAMAGES RESULTING IN
WHOLEOR IN PART FROM ANY BREACH BY THE1SSUER, WHETHER NEGLIGENT OR
WITHOUT FAULT ON ITS PART, OF ANY COVENANTSPECIFIED IN THIS SECTION, BUT
EVERY RIGHT AND REMEDY OF ANY SUCH PERSON, IN CONTRACTOR TORT, FOR OR
ON ACCOUNT OF ANY SUCH BREACH SHALL BE LIMITED TO AN ACTION FOR
MANDAMUS OR SPECIFiC PERFORMAN CE.

(iv)  Nodefault by the Issuer in observing or performing its obligations under this S ection
shall comprisea breach of or default under the O rdinance far purposes of any other provision of this
Ordinance. Nothing in this $ection is intended or shall act to disclaim, waive, or otherwise limit the
duties of the Issuer under federal and state securities laws.

(v) The provisions of this Section may be amended by the Issuer from time to time to
adapt to changed circumstances that arise from a change inlegal requirements, a change in law, or
a change in the identity, nature, status, or type of operations of the Issuer, but only if (1) the
provisions of this Section, as so amended, would have permitted an underw riter to purchase or sell
Contractual O bligationsin the primary offering of the Contractual O bligationsin compliance with the
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Rutle, taking into account any amendments or interpretations of the Rule since such offering as well
as such changed circumstances and (2) either (a) the registered ow ners of a majority in aggregate
principal amount (or any greater amount required by any other provision of this Ordinance that
authorizes such an amendment) of the outstanding Contractual Obligations consent to such
amendment or (b) a person that isunaffiliated with the Issuer (such as nationally recognized bond
counsel) determined that such amendment will not materially impair the interest of the registered
ow ners and beneficial ow ners of the Contractual Obligations. Ifthe Issuer so amends the provisions
of this Section, it shall include with any amended financial information or operating data next
provided in accordance with subsection (2) ofthis S ection an explanation, in narrative form, ofthe
reason for the amendment and of the impact of any change in the type of financial information or
operating data so provided. The Tssuer may also amend or repeal the provisions of this continuing
disclosure agreement if the SEC amends or repeals the applicable provision of the Rule or a court of
final jurisdiction enters judgment that such provisions of the Rule are invalid, but only it and to the
extent that the provisions of this sentence w ould not prevent an underw rier from law fully purchasing
or selling Contract ual Obligations in the primary offering of the Contractual Obligations.

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

"MSRB" means the Municipal Securitics Rulemaking Board.

"NRMSIR" means each person whom the SEC or its staff has determined to be a
nationally recognized municipal securities information repository within the meaning
of the Rule from time to time.

"Rule" means SEC Rule 15¢2-12, as amended from time to time.
"SEC" means the United States S ecurities and Exchange Commission.

"SID" means any person designated by the St ate of Texas or an authorized
department, officer, or agency thereof as, and determined by the SEC or its staff to
be, a state information depository within the meaning of the Rule from time to time,

Section 20, DTC REGIS TRATION. That the Contractual Obligations initially shallbeissued
and delivered in such manner that no physical distribution of the Contractual Obligationswill be made
to the public, and The Depository Trust Company ("DTC"), New Y ork, New Y ork, initially will act
as depository for the Contractual Obligations. DTC has represented that i is alimited purpose trust
company incorporated under the law s ofthe State of New Y ork, a member of the Federal Reserve
System, a "clearing corporation” within the meaning of the New York Uniform Commercial Code,
and a "clearing agency" registered under Section 17A of the Securi ties Exchange Act 0£1934, as
amended, and the Issuer accepts, but in no way verifies, such representations. The Contractual
Obligations initially authorized by this O rdinance shall be delivered to and registered in the name of
CEDE & CO ., the nominee of DTC. Tt is expected that D 1C will hold the Contractual Obligations
on behalf of the Purchaser and its participants. So long as each Contract ual Obligation is registered

16



in the name of CEDE & CO ., the Paying Agent/Registrar shall treat and deal withD TC the same in
all respectsasifil weretheactual and beneficial ow nerthereof. It js expected that D TC willmaintain
abook-entry system which willidentify ow nership of the Contractual O bligations in integralamounts
of $5,000, with transfers of ow nership being effected on the records of DTC and its participants
pursuant to rules and regulations established by them, and that the Contractual Obligations initially
deposited with DTC shall be immobilized and not be further exchanged for substitute Contractual
O bligations except as hereinafter provided. The Lssuer and the Paying Agert/Registrar are not
responsible or liable for any functions of DTC, will not be responsible for paying any fees or charges
with respect toits services, will not beresponsible or liable for maintaining, supervising, or reviewing
the records of DTC or its participants, or protecting any interests or rights of the beneficial owners
of the Contractual Obligations. It shallbethedutyofthe DTC Part icipants, as defmed inthe Official
Statement hereinapproved, to make all arrangements w ith D TC to establish thisbook-entry system,
the beneficial ow nership of the Contractual Qbligations, and the method of paying the fees and
charges of DTC. TheIssuer does not represent, nor does it in any way covenant that theinitial book-
entry system established with DTC will be maintained in the future. Notwithstanding the initial
establishment of the foregoing book-entry system with D TC, if for any reason any of the originally
delivered Contractual Obligations is duly filed withthe P aying Agent/Registrar with proper request
for transfer and substitution, as provided for in this Ordinance, substitute Contractual O bligations will
be duly delivered as provided inthis Ordinance, and there will be no assurance or representationthat
any book-entry system will be maintained for such Contractual Obligations. In connection with the
initial establishment of the foregoing book-entry system with DTC, the Issuer heret ofore has executed
a"Blanket Letter of Representations" prepared by DTC in orderto implement thebook-entry system
described above.

Section2]. RULESOF CONSTRUCTION. That for all purposes of thisOrdinance, unless
the context requires otherwise, allreferencesto designated $ ections and other subdivisionsaretothe
Sections and ot her subdivisions ofthis Ordinance. The words “heremn", "hereof" and "hereunder”
and other w ords of similarimport referto this O rdinance as a whole and not to any particular S ection
or other subdivision. Except where the context otherwise requires, terms defined inthis Ordinance
to impart the singular rumber shall be considered to include the plural number and vice versa.
References to any named person means that party and s successors and assigns. References to any
constitutional, statutory or regulatory provision means such provision as it exists on the date this
Ordinanceis adopted bythe Cityand any future amendmentsthereto or successor provisions thereof.
Any reference to the payment of principal in this Ordinance shall be deemed to include the payment
of any mandat ory sinking fund redemption payments as described herein. Any referenceto "FORM
OFCON TRACTUAL OBLIGATION " shallrefer to the form ofthe Contractual Obligations set forth
in Exhibit A to this Ordinance. The titles and headings of the Sections and subsections of this
O rdinance have been inserted for convenience of reference only and are not to be considered a part
hereof and shall not in any way modify or restrict any ofthe terms or provisions hereof.

Section 22. CONFLICTING ORDINANCES REPEALED. That all ordinances and
resolutions or partsthereofin conflict herewith are hereby repealed.

17



Section 23. APPROPRIA TION. Thelssuer hereby appropriates fromcurrent fundson hand,
and directs the transfer to the Interest and S inking Fund for the Contractual O bligations of, an amount
of money sufticient, w henadded to the accrued interest received from the sale of the Contract ual
Obligations, to pay the principal and interest scheduled to come due on the Contractual Obligations
on and before May 1, 2005.

Section 24. IMMEDIATE EFFECT. That in accordance with the provisions of V. T.C.A.,
G overnment Code, Section 1201.028, thisOrdinance shallbe effecti ve immediately upon its adoption
by the City Council.

FINALLY PASSED, APPROVED AND EFFEC TIVE this August 26, 2004.

Mayer, City of Austin, Texas

ATTES T:

(SEAL)

City Clerk,
City of Austin, Texas

APPROVED:

D avid Allan Smith,
City Attorney,
City of Austin, Texas
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SCHED ULET
DESCRIPTION OF PROPERTY

(The acquisition date for the follow ing iterns of personal property will occur no later than during the
2004/2005 fiscal year of the Issuer)

Approximate Approximate
Description Cost Useful Life Delivery Date
TOTAL £21 830000
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Exhibit A

FORM OF CONTRACTUAL OBLIGATION

NO . R- UNITED STATES OF AMERICA PRINCIPAL
STATE OF TEX AS AMOUNT
CITY OF AUSTIN, TEX AS $
PUBLIC PROP ERTY FINANCE
CONTRACTUAL OBLIGATION

SERIES 2004

INTEREST DATED D ATE MATURITY DATE CUSIP
RATE NO.

Sept ember 1, 2004

REGISTERED OWNER:
PRINCIPAL AMOUNT : DOLLARS

ON THE MATURITY DATE specified above, THE CITY OF AUSTIN, TEXAS (the
"Issuer"), inthe C ounties of Travis and Williamson, hereby promises t o pay tothe Registered Owner
set forth above, or regist ered assigns (hereinafier called the "registered owner" ) the principal amount
set forth sbove and to pay interest thereon from the dated date specified above, on May 1, 2005 and
semiannually on each November 1 and May | thereafter to the maturity date specified above, at the
interest rate per annum specified above; except that if this Contractual Obligation is required to be
authenticated and the date of its authentication is later than the first Record Date (herecinafter
defined), such principal amount shall bear int erest from the interest payment date next preceding the
date of authentication, unless such date of authentication is after any Record Date but on or before
the next follow ing interest payment date, in w hichcase such principal amount s hallb ear intérest from
such next following interest payment date; provided, how ever, that if on the date of authentication
hereof the interest on the Contractual Obligation or Contractual Obligations, if any, for which this
Contractual Obligation is being exchanged or converted fromis due but has not been paid, then this
Contractual Obligation shall bear interest from the date to w hich such interest has been paid in full.

IN CONSIDERATION of the registered ow ner's acceptance hereof, which acceptance shall
constitute the registered owner's assent hereto and to the terms and conditions of the ordinance
authorizing the issuance of the Contractual Obligations (the "Ordinance"), the Issuer hereby
unilaterally contracts with such registered ow ner that it will utilize the net available proceeds of the
Contractual Obligations, after payment ofthe costs of issuance related thereto, to acquire or purchase
the "Property" in accordance with the terms and provisions of the Ordinance.

THEP RINCIP AL OF AND INTEREST ON this Cont ractual Obligation are payablein {awful
money of the United States of America, without exchange or collection charges. The principal of t his
Contractual Obligation shall be paid to the registered owner hereof upon presentation and surrender
of this Cont ractual O bligation at maturity, or upon the date fixed for it sredempt ion prior t o maturity,



at the designated corporate trust office in R (the "Designated Pay ment/Transfer
Office") of , whichis the "Paying Agent/Registrar" for
this Contract ual Obligation. The payment of interest onthis Contract ual Obligation shall be made
bythePaying Agent/Registrar to the registered owner hereof on each interest payment date by check
ordraft, dated asof suchinterest payment date, drawnbytheP aying Agent/Registrar on, and payable
solely from, funds of the Issuer required by the Ordinance to be on deposit with the P aying
Agent/Regist rar for such purpose ashereinafier provided, and such check or draft shall be sent bythe
Paying Agent/Registrar by United States mail, first-class postage prepaid, on each such interest
payment date, to the registered ow ner hereof, at its address as it appeared on the fifteenth day of the
month next preceding each such date (the "Record Date") on the Registration Books kept by the
Paying Agent/Registrar, as hereinafter described. In addtion, interest may be paid by such other
method, acceptable to the Paying Agent/Registrar, requested by, and at the risk and expense of, the
registered owner. Inthe event of a non-payment of interest on a scheduled payment date, and for 30
days thereafter, a new record date for such interest payment (a "Special Record Date") will be
established by the Paying Agent/Registrar, if and when funds for the payment of such interest have
beenreceived from the Issuer. Notice of the S pecial Record D ate and of the scheduled payment date
of the past due interest (which shall be 15 days after the S pecial Record Date) shall be sent at least
five business days priortothe Special Record Dat e by United St atesmail, first-class postage prepaid,
to the address of each ow ner of a Contractual Obligation appearing ontheRegistration Books at the
close of business on the last business day next preceding the date of mailing of such notice.

ANY ACCRUED INTEREST due at maturity shall be paid to the registered ow ner upon
presentation and surrender of this Contractual Obligation for payment at the Designated
Payment/Transfer Office. The Issuer covenants with the registered owner of this Contractual
Obligationthat onor beforeeach principal payment date, interest payment date, and accrued interest
payment date for this Contractual Obligation it will make available to the Paying Agent/Registrar,
from the "Interest and Sinking Fund" created by the Ordinance, the amounts required to provide for
the payment, in immediately available funds, of all principal of and interest on the Contractual
Obligations, when due.

IF THE D ATE for the payment of this Contractual Obligation shall be a S aturday, Sunday,
a legal holiday, or a day on which banking institutions in the city where the Designated
Payment/Transfer O flice ofthe Paying Agent/Registrarislocated are authorized bylaw or executive
order to close, then the date for such payment shall be the next succeeding day which isnot such a
Saturday, Sunday, legal holiday, or day on w hich banking institutions are authorized to close; and
payment on such date shall have the same force and effect as if made on the original date payment
was due. Notwithstanding the foregoing, during any period in which ownership of the Contractual
Obligations is determined only by a book entry at a securities depository for the Contractual
Obligations, any payment to the securities depository, or its nominee or registered assigns, shall be
made in accordance with existing arrangements between the Issuer and the securities d epository.

THIS CONTRACTUAL OBLIGATION is one ofa Series of Contract ual Obligations, dated
the dated date specified above, authorized in accordance with the Constitution and law s of the State
of Texas in the principal amount of $21,830,000, FOR THE PURP OSE OF PAYING ALL OR A
PORTION OF THE ISSUER'S CONTRACTUAL OBLIGATIONS TO BE INCURRED IN
CONNECTION WITH THE ACQUISITION, PURCHASE OR FINANCING OF PERSONAL
PROPERTY, IN ACCORDANCE WITH THE PROVISIONS OF THE PUBLIC PROPERTY
FIN ANCE ACT, SEC. 271.001, ET SEQ., LOCAL GOVERNMENT CODE.



ALL CONTRACTUAL OBLIGATIONS OF THIS SERIES are issuable solely as fully
registered Contract ual Obligations, without interest coupons, in the denomination of any integral
multiple of $5,000 (an "Authorized D enomination"). AsprovidedintheOrdinance, this Contract ual
Obligation may, at the request of the registered owner or the assignee or assignees hereof, be
assigned, transferred, converted into and exchanged for a like aggregate principal amount of tully
registered Contract ual Obligations, without mterest coupons, payable to the approprate registered
OW ner, assignee or assignees, asthe case may be, in any Authorized D enomination as requested in
writing by the appropriate registered ow ner, assignee or assignees, as the case may be, upon
surrender of this Contractual Obligation to the Paying Agent/Registrar for cancellation, all in
accordance with the form and procedures set forth inthe Ordinance. Among other requirements for
such assignment and transter, this Contractual O bligation must be presented and surrendered to the
Paying Agent/Registrar, together with the proper instruments of assignment, in form and with
guarantee of signatures satisfactory to the Paying Agent/Registrar, evidencing assignment of this
Contractual Obligation or any portion or portions hereof in any integral multiple of $5,000 to the
assignee or assignees in w hose name or names this Contractual O bligation or any such portion or
portions hereof is or are to be registered. The form of Assignment printed or endorsed on this
Contractual Obligation may be executed by the registered ow nerto evidence the assignment hereof,
but such method is not exclusive, and other instruments of assignment satisfactory to the Paying
Agent/Registrar may be used to evidence the assignment of this Contractual Obligati on or any portion
or portions hereof from time to time by the registered ow ner. Inthe case of the assignment, transfer,
conversion or exchange of a Contractual Obligation or Contractual Obligations or any portion or
portions thereof, the reasonable standard or customary fees and charges of the Paying
Agent/Registrar will be paid by the Issuer. In any circumstance, any taxes or governmental charges
required to be paid with respect theret o shall be paid by the one requesting such assignment, transfer,
conversion or exchange, as a condition precedent to the exercise of such privilege. The P aying
Agent/Registrar shall not berequired to make any such transfer, conversion or exchange during the
period commencing wih the close of business on any Record D ate and ending with the opening of
business onthe next following principal or int erest payment date.

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

IT IS HEREBY certified, recited and covenanted that this Contractual Obligation has been
duly and validly authorized, issued and delivered; that all acts, conditions and things required or
properto be performed, exist and be done precedent to orintheauthorization, issuance and delivery
of this Contractual Obligation have been performed, existed and been done in accordance with law;
that this Contract ual Obligation is a limi ed tax obligation of the Issuer; and that annual ad valorem
taxes sufficient to provide for the payment of the interest on and principal of this Contractual
Obligation, as such interest comes due and such principal matures, have beenlevied and ordered to
be levied against all taxable property in the Issuer, within the limit prescribed by law.

BY ACCEP T AN CE of this C ontractual Obligation, the registered ow ner assents to theterms
and provisions of the O rdinance, a copy of which is on file in the official records of the Issuer, and
the Contractuat Obligation, agrees to be baund by such terms and provisions, and agrees that the
termsand provisionsofthis Contractual Obligationand the Ordinance constitute a contract between
each registered owner hereof and the Issuer.



IN WITN ESS WHEREOF, the Issuer has caused this Contractual O bligation to be signed
with the manual or facsimile signature of the Mayor of the Tssuer and count ersigned with the manual
or facsimile signature of the City Clerk oftheIssuer, and has caused the official seal of the Issuer to
be duly impressed, or placed in facsimile, on this Contractual O bligation.

City Clerk Mayor
City of Austin, Texas City of Austin, Texas
(SEAL)

®) [Form of Registration Certificate Of the Comptroller of Public Accounts]
COMPTROLLER'S REGTSTRATION CERTIFICATE: REGISTER NO.
I hereby certify that this Contractual Obligation has been examined, certified as to validily,
and approved by the Attorney General ofthe State of Texas, and that this Contractual Obligation has

been registered by the Comptroller of Public Accounts ofthe State of Texas.

Witness my signature and seal this

Comptroller of Public Accounts of the State of Texas

{(COMPTROLLER'S SEAL)
{c) [Form of Paying Agent/Registrar's Authentication Certificat e]

PAYING AGENT/REGISTRAR'S AUTHEN TICATIO N CERTIFICATE
({To be executed if this Contractual Obligation is not accompanied by an
executed Registration Certificate ofthe Comptroller
of Public Accounts of the State of Texas)

It is hereby certified that this Contractual Obligation has been issued under the provisions of
the Contract ual Obligation Ordinance described in the text of this Contract ual Obligation; and that
this Cortractual Obligation has been issuedin exchange for a Contractual Obligation or Cont ractual
Obligations, or a portion of a Contractual Obligation or Contractual Obligations of a series that
originally was approved by the Attorney General of the State of Texas and registered by the
Comptroller of Public Accounts of the State of Texas.

Dat ed;

Paying Agent/Registrar

By

Authorized Representative



(d)[Form of Assignment]

ASSTIGNMENT

For wvalue received, the

undersigned hereby sells,

assigns and transfers unto

(Please insert Social Security or Taxpayer Identification Number of Transferee)

(Please print or typew rite name and address, including zip code, of Transferee.)

the within Contractual Obligation and all rights thereunder, and hereby irrevocably constitutes and

appoints

, attor ney, to register the transfer of

the within Contractual Obligation on the books kept for registration thereof, with full power of

substitution in the premises.

Dat ed:

Stgnature Guaranteed:

NOTICE: Signature(s) must be guaranteed
by an eligible guarantor institution
participating in a securities transfer
association recognized signature guarantee
program.

NOTICE. The signature above must
correspond with the name of the registered
owner as it appears upon the front of this
Contractual Obligation in every particular,
without alteration or enlargement or any
change whatsoever.



Exhibit B
CONTINUING DISCLOSURE OF INFORMATION
The following information is referred to in Section 19(a) of this Ordinance:
Annual Financial Statoments and Operating Data

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

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

The portions of the financtal statements ofthe City appended to the O ffidal Statement as Appendix
B, but for the most recently concluded fiscal year.

Accounting Prineipl os

The accounting principles referred to in such Section are the accounting principles described in the
notes to the financial statements referred to in the third paragraph under the heading "Annual
Financial St atements and Operat ing Dat a" above,



