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ORDINANCE NO.

AN ORDINANCE AUTHORIZING THE ISSUANCE AND
SALE OF CITY OF AUSTIN, TEXAS, WATER AND
WASTEWATER SYSTEM REVENUE BONDS, SERIES 2020A

BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF
AUSTIN:

SECTION 1: DEFINITIONS AND FINDINGS. The following terms
shall have the meanings set forth below, unless the text specifically indicates
otherwise:

“Authorized Denomination” means any integral multiple of $5,000.

“Beneficial Owner” shall have the meaning given in Section 7 of the Thirty-
Second Supplement.

“Board Resolution” means Resolution No. 19-096 adopted by the Texas
Water Development Board on October 3, 2019, approving the purchase of the
Bonds from the City.

“Bonds” means the “CITY OF AUSTIN, TEXAS, WATER AND
WASTEWATER SYSTEM REVENUE BONDS, SERIES 2020A” authorized for
issuance by the Thirty-Second Supplement.

“Business Day” means a day other than a Sunday, Saturday, a legal holiday,
or a day on which banking institutions in the city where the principal corporate
trust office of the Paying Agent/Registrar is located are authorized by law or
executive order to close.

“Chapter 9” means V.T.C.A., Business & Commerce Code, Chapter 9.
“Chapter 551” means V.T.C.A., Government Code, Chapter 551.
“Chapter 1201” means V.T.C.A., Government Code, Chapter 1201.
“Chapter 1206” means V.T.C.A., Government Code, Chapter 1206.
“Chapter 1208 means V.T.C.A., Government Code, Chapter 1208.
“Chapter 1502” means V.T.C.A., Government Code, Chapter 1502.
“Chapter 2256 means V.T.C.A., Government Code, Chapter 2256.

“Chapter 2257 means V.T.C.A., Government Code, Chapter 2257.
Page 1 of 32




10
11

12
13

14

15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37

“Code” means the Internal Revenue Code of 1986.

“Concurrent Bonds” means the “CITY OF AUSTIN, TEXAS, WATER
AND WASTEWATER SYSTEM REVENUE BONDS, SERIES 2020B”
authorized for issuance by the Thirty-Third Supplement.

“Construction Fund” shall have the meaning given in Section 36 of the
Thirty-Second Supplement.

“Delivery Date” means the date all or any portion of the Bonds are delivered
to the Purchaser in exchange for the agreed purchase price of the delivered Bonds.

“Holders” means the registered owners or holders of the Bonds.

“Initial Bonds” shall have the meaning given in Section 9 of the Thirty-
Second Supplement.

“Master Ordinance” means Ordinance No. 000608-56A passed by council
on June 8, 2000.

“Paying Agent/Registrar” means UMB Bank, N.A.

“Previously Issued Parity Water/Wastewater Obligations” means the
outstanding (1) “City of Austin, Texas, Water and Wastewater System Revenue
Refunding Bonds, Series 2004A”, (2) “City of Austin, Texas, Water and
Wastewater System Variable Rate Revenue Refunding Bonds, Series 2008,
together with certain regularly scheduled payments under the Series 2008 Interest
Rate Management Agreement and the Series 2008 Liquidity Agreement (as these
terms are defined in Ordinance No. 20080306-053), (3) “City of Austin, Texas,
Water and Wastewater System Revenue Refunding Bonds, Series 20097, (4) “City
of Austin, Texas, Water and Wastewater System Revenue Refunding Bonds, Series
2009A”, (5) “City of Austin, Texas, Water and Wastewater System Revenue
Bonds, Series 2010, (6) “City of Austin, Texas, Water and Wastewater System
Revenue Refunding Bonds, Series 2010A”, (7) “City of Austin, Texas, Water and
Wastewater System Revenue Refunding Bonds, Series 2010B (Direct Subsidy-
Build America Bonds)”, (8) “City of Austin, Texas, Water and Wastewater System
Revenue Refunding Bonds, Series 20117, (9) “City of Austin, Texas, Water and
Wastewater System Revenue Refunding Bonds, Series 20127, (10) “City of Austin,
Texas, Water and Wastewater System Revenue Refunding Bonds, Series 2013A”,
(11) “City of Austin, Texas, Water and Wastewater System Revenue Refunding
Bonds, Series 2014, (12) “City of Austin, Texas, Water and Wastewater System
Revenue Refunding Bonds, Series 2015A”, (13) “City of Austin, Texas, Water and
Wastewater System Revenue Refunding Bonds, Taxable Series 2015B”, (14) “City
of Austin, Texas, Water and Wastewater System Revenue Refunding Bonds, Series

20167, (15) “City of Austin, Texas, Water and Wastewater System Revenue
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Bonds, Series 2016A”, (16) “City of Austin, Texas, Water and Wastewater System
Revenue Refunding Bonds, Series 20177, (17) “City of Austin, Texas, Water and
Wastewater System Revenue Bonds, Series 2017A”, (18) “City of Austin, Texas
Water and Wastewater System Revenue Bonds, Series 2018” and (19) “City of
Austin, Texas Water and Wastewater System Revenue Bonds, Series 2019”.

“Prior Supplements” mean Ordinances Nos. 040930-83, 20080306-052,
20080306-053, 20081211-77, 20091105-051, 20091217-004, 20101118-074,
20111103-051, 20120628-101, 20130620-074, 20140522-040, 20150604-038,
20150604-039, 20160421-011, 20161020-002, 20170622-016, 20171012-002,
20181018-004, and 20191003-002, authorizing the issuance of the Previously
Issued Parity Water/\Wastewater Obligations.

“Purchaser” or “TWDB” means the Texas Water Development Board.

“Security Register” shall have the meaning given in Section 5 of the Thirty-
Second Supplement.

“State” means the State of Texas.

“Thirty-Second Supplement” means this Ordinance No. 20200123-
authorizing the issuance of the Bonds.

“Thirty-Third Supplement” means Ordinance No. 20200123-___ authorizing
the issuance of the Concurrent Bonds.

The terms used in the Thirty-Second Supplement and not otherwise defined
shall have the meanings given in the Master Ordinance or the Prior Supplements.

The Bonds shall be secured by a lien on, and pledge of, the Net Revenues on
parity with the outstanding “Parity Water/Wastewater Obligations” issued in
accordance with and under the terms and provisions of the Master Ordinance and
the Prior Supplements. There are no Previously Issued Separate Lien Obligations
outstanding. Council affirms that the Master Ordinance provides that no additional
revenue obligations shall be issued on parity with the Prior First Lien Obligations
or the Prior Subordinate Lien Obligations.

SECTION 2: AUTHORIZATION - DESIGNATION - PRINCIPAL
AMOUNT - PURPOSE. Revenue bonds of the City shall be and are authorized
to be issued in the aggregate principal amount of $11,200,000 and designated the
“CITY OF AUSTIN, TEXAS, WATER AND WASTEWATER SYSTEM
REVENUE BONDS, SERIES 2020A” (the “Bonds”), for the purpose of
improving and extending the Water/Wastewater System by financing projects that
are part of the City’s wastewater treatment system, and paying costs of issuance, in
conformity with the Constitution and laws of the State, including Chapter 1502.
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SECTION 3: FULLY REGISTERED OBLIGATIONS-AUTHORIZED
DENOMINATIONS — STATED MATURITIES - DATE. The Bonds shall be
issued as fully registered obligations, without coupons, shall be in denominations
of $5,000 or any integral multiple thereof (within a Stated Maturity), shall be
numbered consecutively from R-1 upward (except as provided in Section 9 of the
Thirty-Second Supplement). The Bonds shall bear interest on the unpaid principal
amounts from the date and at the rate(s) per annum as specified in Section 4 below
(calculated on the basis of a 360-day year of twelve 30-day months). Interest on
the Bonds shall be payable on May 15 and November 15 in each year,
commencing on May 15, 2020, until maturity or prior redemption, as provided in
the FORM OF BOND.

SECTION 4: PRINCIPAL PAYMENTS AND INTEREST RATES;
REDEMPTION.

(@) The Bonds shall be dated , 2020 (the “Dated Date”), shall be
in any Authorized Denomination, shall bear interest from their Delivery Date in the
manner described in the FORM OF BOND at the rates per annum, and the
principal on the Bonds shall mature on November 15 in each of the years and in
the amounts, respectively, set forth in Schedule I attached to this Thirty-Second
Supplement.

(b) The City may redeem Bonds prior to their scheduled maturity on the
dates and in the manner set forth in the FORM OF BOND. If less than all of the
maturities of the Bonds are redeemed by the City, the City shall determine the
maturities and amounts to be redeemed and shall direct the Paying Agent/Registrar
to call Bonds by lot within a maturity and in a principal amount for redemption.
Notice of any redemption shall be given in the manner set forth in the FORM OF
BOND. Notice of any redemption also shall be given by United States mail, first
class postage prepaid, (i) at least 30 days prior to the scheduled redemption date to
the MSRB and to any national information service that disseminates redemption
notices, and (ii) at least 90 days prior to the scheduled redemption date to the
TWDB. Any notice sent to the MSRB and to any national information service that
disseminates redemption notices must be sent so that the notice is received at least
two days prior to the general mailing of notice as set forth in the FORM OF
BOND.

(c) Each redemption notice, whether required in the FORM OF BOND or
otherwise by this Thirty-Second Supplement, 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 date, the CUSIP number, if any, the
amounts called for redemption, the publication and mailing date for the notice, the
date of redemption, the redemption price, the name of the Paying Agent/Registrar
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and the address at which the Bond may be redeemed including a contact person
and telephone number.  All redemption payments made by the Paying
Agent/Registrar to the registered owners of the Bonds shall include a CUSIP
number relating to each amount paid to such registered owner.

SECTIONS5: TERMS OF PAYMENT - PAYING AGENT
/IREGISTRAR. The principal of, premium, if any, and the interest on the Bonds,
due and payable by reason of maturity, redemption or otherwise, shall be payable
only to the Holders appearing on the registration and transfer books maintained by
the Paying Agent/Registrar and the payment shall be in any coin or currency of the
United States of America, which at the time of payment is legal tender for the
payment of public and private debts, and shall be without exchange or collection
charges to the Holders.

The selection and appointment of the Paying Agent/Registrar for the Bonds
iIs approved and confirmed. Books and records relating to the registration,
payment, exchange and transfer of the Bonds (the “Security Register) shall at all
times be kept and maintained on behalf of the City by the Paying Agent/Registrar,
all as provided in the Thirty-Second Supplement, in accordance with the terms and
provisions of a “Paying Agent/Registrar Agreement,” substantially in the form of
paying agent agreements previously approved by council in connection with the
issuance of public securities, and such reasonable rules and regulations as the
Paying Agent/Registrar and the City may prescribe. The City covenants to
maintain and provide a Paying Agent/Registrar at all times until the Bonds are paid
and discharged, and any successor Paying Agent/Registrar shall be a bank, trust
company, financial institution or other entity qualified and authorized to serve in
such capacity and perform the duties and services of Paying Agent/Registrar.
Upon any change in the Paying Agent/Registrar for the Bonds, the City agrees to
promptly cause a written notice of the change to be sent to each Holder by United
States Mail, first class postage prepaid, which notice shall also give the address of
the new Paying Agent/Registrar.

If required by law, the City shall not execute the Paying Agent/Registrar
Agreement unless the Paying Agent/Registrar has confirmed to the City that it has
made disclosure filings to the Texas Ethics Commission in accordance with
Section 2252.908, Texas Government Code. Within 30 days of receipt of the
disclosure filings from the Paying Agent/Registrar, the City will submit a copy of
the disclosure filings to the Texas Ethics Commission.

Principal of and premium, if any, on the Bonds shall be payable at the Stated
Maturities or redemption of the Bonds, only upon presentation and surrender of the
Bonds to the Paying Agent/Registrar at its designated office in Dallas, Texas (the
“Designated Payment/Transfer Office”). Interest on the Bonds shall be paid to the

Holders whose names appear in the Security Register at the close of business on
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the Record Date (the last Business Day of the month next preceding each interest
payment date), and interest shall be paid by the Paying Agent/Registrar (i) by
check sent United States Mail, first class postage prepaid, to the address of the
Holder recorded in the Security Register or (ii) by such other method, acceptable to
the Paying Agent/Registrar, requested by, and at the risk and expense of, the
Holder. If the date for the payment of the principal of or interest on the Bonds is a
day other than a Business Day, then the date for payment shall be the next
succeeding Business Day; and payment on that date shall have the same force and
effect as if made on the original date payment was due. If TWDB is the Beneficial
Owner of 100% in aggregate principal amount of the Bonds then Outstanding,
principal shall be paid to TWDB by wire transfer, at no expense to TWDB.

In the event of a non-payment of interest on one or more maturities on a
scheduled payment date, and for 30 days thereafter, a new record date for the
interest payment for the maturity or maturities (a “Special Record Date”) will be
established by the Paying Agent/Registrar, if and when funds for the payment of
interest have been received from the City. Notice of the Special Record Date and
of the scheduled payment date of the past due interest (which shall be 15 days after
the Special Record Date) shall be sent at least five Business Days prior to the
Special Record Date by United States Mail, first class postage prepaid, to the
address of each Holder of such maturity or maturities appearing on the Security
Register at the close of business on the last Business Day next preceding the date
of mailing of the notice.

SECTION 6: REGISTRATION-TRANSFER-EXCHANGE OF BONDS
- PREDECESSOR BONDS. The Paying Agent/Registrar shall obtain, record,
and maintain in the Security Register the name and address of each registered
owner of the Bonds issued under the provisions of the Thirty-Second Supplement.
Any Bond may, in accordance with its terms and the terms of the Thirty-Second
Supplement, be transferred or exchanged for Bonds of other authorized
denominations upon the Security Register by the Holder, in person or the Holder’s
authorized agent, upon surrender of the Bond to the Paying Agent/Registrar for
cancellation, accompanied by a written instrument of transfer or request for
exchange executed by the Holder or the Holder’s authorized agent, in form
satisfactory to the Paying Agent/ Registrar.

Upon surrender for transfer of any Bond (other than the Initial Bonds
authorized in Section 9 of the Thirty-Second Supplement) at the Designated
Payment/Transfer Office of the Paying Agent/Registrar, the Paying
Agent/Registrar shall register and deliver, in the name of the designated
transferee(s), one or more new Bonds executed on behalf of, and furnished by, the
City of authorized denominations and having the same Stated Maturity and of a
like aggregate principal amount as the Bond or Bonds surrendered for transfer.
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At the option of the Holder, Bonds (other than the Initial Bonds authorized
in Section 9 of the Thirty-Second Supplement) may be exchanged for other Bonds
of authorized denominations and having the same Stated Maturity, bearing the
same rate of interest and of like aggregate principal amount as the Bonds
surrendered for exchange, upon surrender of the Bonds to be exchanged at the
Designated Payment/Transfer Office of the Paying Agent/Registrar. Whenever
any Bonds are surrendered for exchange, the Paying Agent/Registrar shall register
and deliver new Bonds, executed on behalf of, and furnished by, the City, to the
Holder requesting the exchange.

All Bonds issued upon any transfer or exchange of Bonds shall be delivered
at the Designated Payment/Transfer Office of the Paying Agent/Registrar, or sent
by United States Mail, first class postage prepaid, to the Holder and, upon the
delivery, the same shall be valid obligations of the City, evidencing the same
obligation to pay, and entitled to the same benefits under the Thirty-Second
Supplement, as the Bonds surrendered in such transfer or exchange.

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

Bonds canceled by reason of an exchange or transfer under the provisions of
the Thirty-Second Supplement are defined to be “Predecessor Bonds,” evidencing
all or a portion, as the case may be, of the same obligation to pay evidenced by the
Bond or Bonds registered and delivered in the exchange or transfer. Additionally,
the term “Predecessor Bonds” shall include any mutilated, lost, destroyed, or stolen
Bond for which a replacement Bond has been issued, registered and delivered
under Section 19 of the Thirty-Second Supplement and the new replacement Bond
shall be deemed to evidence the same obligation as the mutilated, lost, destroyed,
or stolen Bond.

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

The Paying Agent/Registrar for the Bonds shall act as the closing agent for
the delivery of the Bonds to the TWDB, and in connection therewith, the Paying
Agent/Registrar understands the Bonds are to be delivered to the TWDB using the
book-entry only system provided by DTC.
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The City agrees to deliver to the Paying Agent/Registrar one initial Bond for
each maturity, numbered consecutively from T-1 upward, as provided in Section 9
of the Thirty-Second Supplement, and registered to the TWDB following the
approval by the Attorney General of the State and the registration by the
Comptroller of Public Accounts. Proceeds from the Bonds will be held in escrow
and disbursed to the City in accordance with procedures approved by the TWDB.

SECTION 7: BOOK-ENTRY-ONLY TRANSFERS AND
TRANSACTIONS. Notwithstanding the provisions contained in Sections 4, 5 and
6 of the Thirty-Second Supplement relating to the payment, and transfer/exchange
of the Bonds, the City approves and authorizes the use of the “Book-Entry-Only”
securities clearance, settlement and transfer system provided by The Depository
Trust Company (“DTC”), a limited purpose trust company organized under the
laws of the State of New York, in accordance with the operational arrangements
referenced in the Blanket Issuer Letter of Representation, by and between the City
and DTC (the “Depository Agreement”).

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

In the event DTC determines to discontinue serving as securities depository
for the Bonds or otherwise ceases to provide book-entry clearance and settlement
of securities transactions in general or the City determines that DTC is incapable of
properly discharging its duties as securities depository for the Bonds, the City
covenants and agrees with the Holders of the Bonds to cause Bonds to be printed in
definitive form and provide for the Bond certificates to be issued and delivered to
DTC Participants and Beneficial Owners, as the case may be. The Bonds in
definitive form shall be assigned, transferred and exchanged on the Security
Register maintained by the Paying Agent/Registrar and payment of the Bonds not
held by DTC under the Depository Agreement shall be made in accordance with
the provisions of Sections 4, 5 and 6 of the Thirty-Second Supplement.

SECTION 8: EXECUTION - REGISTRATION. The Bonds shall be
executed on behalf of the City by the Mayor or Mayor Pro Tem under its seal
reproduced or impressed on the Bonds and countersigned by the City Clerk. The
signature of the officers on the Bonds may be manual or facsimile. Bonds bearing

the manual or facsimile signatures of individuals who are or were the proper
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officers of the City on the Dated Date shall be deemed to be executed on behalf of
the City, notwithstanding that those individuals or either of them shall cease to
hold the offices at the time of delivery of the Bonds to the Purchaser and with
respect to Bonds delivered in subsequent exchanges and transfers, all as authorized
and provided in Chapter 1201.

No Bond shall be entitled to any right or benefit under the Thirty-Second
Supplement, or be valid or obligatory for any purpose, unless there appears on the
Bond either a certificate of registration substantially in the form provided in the
FORM OF BOND, manually executed by the Comptroller of Public Accounts of
the State or his or her authorized agent, or a certificate of registration substantially
in the form provided in the FORM OF BOND, manually executed by an authorized
officer, employee or representative of the Paying Agent/Registrar, and either
certificate upon any Bond signed shall be conclusive evidence, and the only
evidence, that the Bond has been certified, registered and delivered.

SECTION 9: INITIAL BONDS. The Bonds shall be initially issued as
multiple fully registered bonds, being one bond for each stated maturity in the
applicable principal amount and denomination and to be numbered consecutively
from T-1 and upward (the “Initial Bonds™). In either case, the Initial Bonds shall
be registered in the name of the Purchaser or its designee. The Initial Bonds shall
be the Bonds submitted to the Office of the Attorney General of the State for
approval, certified and registered by the Office of the Comptroller of Public
Accounts of the State and delivered to the Purchaser. Any time after the delivery
of the Initial Bonds, the Paying Agent/Registrar, pursuant to written instructions
from the Purchaser, or its designee, shall cancel the Initial Bonds delivered and
exchange for the Initial Bonds definitive Bonds of authorized denominations,
Stated Maturities, principal amounts and bearing applicable interest rates for
transfer and delivery to the Holders named at the addresses identified for the
Holders; all pursuant to and in accordance with such written instructions from the
Purchaser, or its designee, and any other information and documentation as the
Paying Agent/Registrar may reasonably require.

SECTION 10: FORMS. The Bonds, the Registration Certificate of the
Comptroller of Public Accounts of the State, the Certificate of Registration, and
the form of Assignment to be printed on each of the Bonds, shall be substantially
in the forms set forth in the FORM OF BOND set forth in Exhibit A to the Thirty-
Second Supplement, with appropriate insertions, omissions, substitutions, and
other variations as are permitted or required by the Thirty-Second Supplement, and
may have such letters, numbers, or other marks of identification (including
identifying numbers and letters of the Committee on Uniform Securities
Identification Procedures (CUSIP) of the American Bankers Association) and any
other legends and endorsements (including insurance legends in the event the
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Bonds, or any maturities of the Bonds, are purchased with insurance and any
reproduction of an opinion of counsel) as may be established by the City or
determined by the officers executing the Bonds as evidenced by their execution of
the Bonds. Any portion of the text of any Bond may be set forth on the reverse of
the Bond, with an appropriate reference on the face of the Bond.

The definitive Bonds and the Initial Bonds shall be printed, lithographed, or
engraved, typewritten, photocopied or otherwise reproduced in any other similar
manner, all as determined by the officers executing the Bonds as evidenced by
their execution of the Bonds.

SECTION 11: CRITERIA FOR ISSUANCE OF PARITY WATER/
WASTEWATER OBLIGATIONS. The City has provided certain criteria and
established certain covenants and agreements in relation to the issuance of Parity
Water/Wastewater Obligations of the Water/\Wastewater System pursuant to the
Master Ordinance and Prior Supplements. The Thirty-Second Supplement
provides for the authorization, issuance, sale, delivery, form, characteristics,
provisions of payment, and security of the Bonds which are Parity
Water/Wastewater Obligations.  The Master Ordinance is incorporated by
reference and made a part of the Thirty-Second Supplement for all purposes,
except to the extent modified and supplemented by the Prior Supplements and the
Thirty-Second Supplement, and the Bonds are declared to be Parity
Water/Wastewater Obligations under the Master Ordinance and Prior Supplements.
The City determines that it will have sufficient funds to meet the financial
obligations of the Water/Wastewater System, including sufficient Net Revenues to
pay the Annual Debt Service Requirements of the Bonds and the Previously Issued
Parity Water/Wastewater Obligations and to meet all financial obligations of the
City relating to the Water/Wastewater System.

SECTION 12: PLEDGE. The Net Revenues of the Water/Wastewater
System are pledged to the payment of the Bonds, and the Bonds, together with the
Prior Subordinate Lien Obligations and the Previously Issued Parity
Water/Wastewater Obligations currently Outstanding, shall be equally and ratably
secured by a parity lien on and pledge of the Net Revenues of the
Water/Wastewater System in accordance with the terms of the Master Ordinance
and the Thirty-Second Supplement. Additionally, the Bonds and the Previously
Issued Parity Water/Wastewater Obligations shall be equally and ratably secured
by a lien on the funds, if any, deposited to the credit of the Debt Service Fund in
accordance with the terms of the Master Ordinance, the Prior Supplements and the
Thirty-Second Supplement. The Parity Water/Wastewater Obligations, and the
interest on the Parity Water/Wastewater Obligations, shall constitute a lien on the
Net Revenues of the Water/Wastewater System and be valid and binding and fully
perfected from and after the date of adoption of the Thirty-Second Supplement
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without physical delivery or transfer or transfer of control of the Net Revenues, the
filing of the Thirty-Second Supplement or any other act, all as provided in Chapter
1208. The owners of the Parity Water/Wastewater Obligations shall never have the
right to demand payment out of funds raised or to be raised by taxation, or from
any source other than specified in the Master Ordinance, the Prior Supplements
and the Thirty-Second Supplement.

Chapter 1208 applies to the issuance of the Bonds and the pledge of the Net
Revenues of the Water/\Wastewater System granted by the City under this Section
12, and the pledge is valid, effective and perfected. If Texas law is amended at any
time while the Bonds are Outstanding such that the pledge of the Net Revenues of
the Water/Wastewater System granted by the City under this Section 12 is to be
subject to the filing requirements of Chapter 9, then to preserve to the registered
owners of the Bonds the perfection of the security interest in the pledge, the City
agrees to take measures as it determines are reasonable and necessary under Texas
law to comply with the applicable provisions of Chapter 9, and enable a filing to
perfect the security interest in the pledge to occur.

SECTION 13: DEBT SERVICE FUND. By reason of the issuance of the
Bonds, the City need not establish any special accounts within the Debt Service
Fund and following the delivery of the Bonds, the City agrees and covenants that
In addition to the deposits for the payment of the Previously Issued Parity
Water/Wastewater Obligations there shall be deposited to the credit of the Debt
Service Fund an amount equal to one hundred percent (100%) of the amount
required to fully pay the interest on and principal of the Bonds falling due on or
before each maturity, mandatory redemption date and interest payment date, and
such deposits shall be made in substantially equal monthly amounts on or before
the 14th day of each month beginning on or before the 14th day of the month next
following the month the Bonds are delivered to the Purchaser.

The required monthly deposits to the Debt Service Fund for the payment of
principal of and interest on the Bonds shall continue to be made in the manner
provided in this Section until such time as (i) the total amount on deposit in the
Debt Service Fund is equal to the amount required to fully pay and discharge all
Parity Water/Wastewater Obligations then Outstanding or (ii) the Bonds are no
longer outstanding, i.e., fully paid as to principal and interest or all the Bonds have
been refunded.

Any accrued interest received from the Purchaser shall be deposited in the
Debt Service Fund, and shall be taken into consideration and reduce the amount of
the monthly deposits that would otherwise be required to be deposited to the credit
of the Debt Service Fund from the Net Revenues of the Water/Wastewater System.
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SECTION 14: RESERVE FUND. In accordance with the provisions of the
Prior Supplements authorizing the issuance of certain of the Previously Issued
Water/Wastewater Obligations, the Required Reserve Amount is funded with cash
and Credit Facilities originally issued by Ambac Assurance Corporation and XL
Capital Assurance Inc.

The Reserve Fund shall be funded in an amount of no less than the average
annual debt service requirements on the Bonds, either (a) with proceeds of the
Bonds, in the amount described in the letter of instructions executed in accordance
with Section 26 of the Thirty-Second Supplement, or (b) by the deposit of Net
Revenues in approximately equal monthly installments over the initial 60 months
following the issuance of the Bonds, all in accordance with the Board Resolution
and as further provided in the letter of instructions.

Furthermore, in accordance with Section 10(d) of the Master Ordinance,
council finds that the Gross Revenues will be sufficient to meet the obligations of
the Water/Wastewater System, including sufficient Net Revenues to satisfy the
Annual Debt Service Requirements of Parity Water/Wastewater Obligations
currently Outstanding and the financial obligations of the City under any Credit
Facility entered into with the Credit Facility providers.

SECTION 15: PAYMENT OF BONDS. On or before the first scheduled
interest payment date, and on or before each subsequent interest payment date and
principal payment date while any Bond is Outstanding, the City shall cause an
amount to be transferred to the Paying Agent/Registrar in immediately available
funds from the Debt Service Fund sufficient to pay the interest on and the principal
amount of the Bonds, as shall become due on each payment date, respectively, at
maturity or by redemption prior to maturity. The Paying Agent/Registrar shall
destroy all paid Bonds and furnish the City with an appropriate certificate of
cancellation or destruction.

SECTION 16: COVENANTS TO MAINTAIN  TAX-EXEMPT
STATUS.

The City covenants to refrain from any action which would adversely
affect, or to take any action to assure, the treatment of the Bonds as obligations
described in section 103 of the Code, the interest on which is not includable in the
"gross income™ of the holder for purposes of federal income taxation. In
furtherance thereof, the City covenants as follows:

(@) to take any action to assure that no more than 10 percent of the
proceeds of the Bonds or the projects financed therewith (less amounts deposited
to a reserve fund, if any) are used for any "private business use", as defined in
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section 141(b)(6) of the Code or, if more than 10 percent of the proceeds are so
used, that amounts, whether or not received by the City, 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 Bonds, in contravention of section 141(b)(2)
of the Code;

(b) to take any action to assure that in the event that the "private business
use" described in subsection (a) hereof exceeds 5 percent of the proceeds of the
Bonds or the projects financed therewith (less amounts deposited into a reserve
fund, if any) then the amount in excess of 5 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 which is greater than the
lesser of $5,000,000, or 5 percent of the proceeds of the Bonds (less amounts
deposited into a reserve fund, if any), is directly or indirectly used to finance loans
to persons, other than state or local governmental units, in contravention of section
141(c) of the Code;

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

(e) to refrain from taking any action that would result in the Bonds being
"federally guaranteed"” within the meaning of section 149(b) of the Code;

(f)  to refrain from using any portion of the proceeds of the Bonds,
directly or indirectly, to acquire or to replace funds which were used, directly or
indirectly, to acquire investment property (as defined in section 148(b)(2) of the
Code) which produces a materially higher yield over the term of the Bonds, other
than investment property acquired with --

(1) proceeds of the Bonds invested for a reasonable temporary
period, until such proceeds are needed for the purpose for which the Bonds
are issued,

(2) amounts invested in a bona fide debt service fund, within the
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 Bonds;
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