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SUBJECT: Authorize the issuance of $7,185,000 City of Austin, Texas, Certificates of Obligation, Series
2005, and all related documents.

AMOUNT & SOURCE OF FUNDING: $569,250 in the first year debt service requirement and $400
estimated annual administration fee for the paying agent/registrar for the proposed Certificate of
Obligation sale is included in the 2005-2006 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: Vickie Schubert, Deputy Chief Financial Officer 974-7822

PRIOR COUNCIL ACTION: July 28,2005 - Council approved Notice of Intent to Issue Certificates of
Obligation and Bond Sale Schedule. Council approved related reimbursement resolutions on April 1,
2004 and September 12,2002.

BOARD AND COMMISSION ACTION: N/A

On July 28,2005, the City Council authorized publication of an Official Notice of Intent to Issue
Certificates of Obligation. The financing of the projects complies with the Financial Policies for the use
of non-voter approved debt listed in Attachment A. See Attachment B for the schedule of project costs
and useful life. Annual debt service funding for the Certificates of 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 $7,185,000 in Certificates of Obligation that is being issued, $6,975,000 is being
issued to provide funding for reimbursement resolutions that have already been approved by Council

Electronic bids will be accepted beginning at 9:00 a.m. Central Daylight Time ("CDT") and ending at
9:30 a.m. CDT, on Thursday August 25,2005. 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.
The Debt Service Cost for the $7,185,000 issuance is estimated as follows:

Total Cost Average
2005-2006 over 20 Years Per Year

Principal $210,000 $ 7,185,000 $ 359,250
Interest 359.250 4.371.750 218.588
Total Debt Service $ 569,250 $11,556,750 577,838

Of the $7,185,000 that is being issued, $2,210,000 is tax supported and $4,975,000 is self-supporting debt
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paid by transfers to the General Obligation Debt Service Fund.
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ORDI NANCE NO. 060826-__

AN ORDI NANCE OF THE CITY COUNCI L OF THE CITY OF AUSTI N,
TEXAS AUTHORIZING THE ISSUANCE AND SALE OF $7,186.000 CITY
OF AUSTIN, TEXAS CERTIFICATES OF OBLIGATION, SERIES 2006;
PRESCRIBINGTHEFORMOFSAIDCERTIRCATES;PROVIDINGFOR
THE SECURITY FOR AND PAYMENT OF SAI D CERTIFICATES;
AWARDING THE SALE THEREOF; APPROVING THE OFFICIAL
STATEMENT; ENACTING OTHER PROVISIONS RELATING TO THE
SUBJECT; AND DECLARING AN IMMEDIATE EFFECTIVE DATE

WHEREAS, onthe28th day of July, 2005, theCity Council ofthe City of Austin(the "City"
or the 'Issuer'1) passed an ordinance authorizing and directing notice of its intention to issue the
Certificates of Obligation herein authorized to be issued, to be published in a newspaper as required
by Section 271.049 ofthe Texas Local Government Code; and

WHEREAS, said notice was published in the Austin American-Statesman, as required by
Sect ion 271.049 of the Texas Local Government Code, on August 8,2005 and August 15,2005; and

WHEREAS, no petition, signed by 5% ofthe qualified electors ofthe Issuer as permitted by
Section 271.049 ofthe Texas Local Government Code protesting the issuance of such Certificates
of Obligation, has been filed; and

WHEREAS, the Certificates of Obligation hereinafter authorized are to be issued and
delivered pursuant to Subchapter C of Chapter 271 of the Texas Local Government Code; and

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

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

Section 1. AUTHORIZATION OFCERTIFICATESOFOBLIGATION. That the Issuer's
Certificates of Obligation, to be designated the "City of Austin, Texas Certificates of Obligation,
Series 2005" (the "Certificat es"), are hereby aut horized to be issued and delivered in the principal
amount of $7,185,000, for the purpose of providing part ofthe funds for paying contractual
obligationsto be incurred bythe Issuer, as further described in Schedule I attached to this Ordinance,
and the payment of fiscal, engineering and legal fees incurred in connection therewith. The term
"Certificates" as used in this Ordinance shall mean and include collectively the Certificates of
Obligation initially issued and delivered pursuant to this Ordinance and all substitute Certificates of
Obligation exchanged therefor, as well as all other substitute Certificates of Obligation and
replacement Certificates of Obligation issued pursuant hereto, and the term "Certificate" shall mean
any ofthe Certificates.



Section 2. DATE, DENOMINATIONS, NUMBERS AND MATURITIES. That the
Certificates shall initially be issued, sold and delivered hereunder as fully registered certificates,
without interest coupons, dated September 1, 2005, in the respective denominations and principal
amounts hereinafter stated, numbered consecutively fromR-1 upward, payable to the respective initial
registered ow ners thereof, or to th e registered assignee or assignees of the Certificates or any portion
or portions thereof (in each case, the "Registered Ow net"), and the Certificates shall mature and be
payable on September 1 in each of the years and in the principal amounts as follows:

MATURITY DATE: SEPTEMBER 1

YEARS
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015

AMOUNTS ($) YEARS
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025

AMOUNTS ($)

The Certificates shall be issued in denominations of $5,000 or any integral multiple thereof (an
"Authorized Denomination").

Sections. REDEMPTION, (a) Optional Redemption. That the City reserves the right to
redeem the Certificat es maturing on or after Sept ember 1,2016, in whole or in part in Authorized
Denominations, on September 1,2015, or on any date thereafter, for the principal amount thereof
plus accrued interest thereon, without premium, to the date fixed for redemption. The years of
maturity of the Certificates called for redemption at the option of the City prior to stated maturity
shall be selected by the City. The Certificates or portions thereof redeemed within a maturity shall
be select ed by lot or other method by the P aying Agent/Regist rar (hereinafl er defined); pro v/ded, that
during any period in which ownership of the Certificates is determined only by a book entry at a
securitiesdepository for the Certificates, iffewer than all of the Certificates of the same maturityand
bearing the same interest rate are to be redeemed, the particular Certificates of such maturity and
bearing such interest rate shall be selected in accordance with thearrangements betw een the City and
the securities depository.

(b) Mandatory Redemption . The Certificates are not subject to mandatory sinking fund
redemption prior to their scheduled maturities.

(c) Notice. At least 30 days prior to the date fixed for any such redemption the City shall
cause a written notice of such redemption to be deposited in the United States Mail, first-class
postage prepaid, addressed to each such registered owner at his address shown on the Registration
Books (hereinafter defined) of the Paying Agent/Registrar. By the date fixed for any such
redemption, due provision shall be made with the Paying Agent/Registrar for the payment of the
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required redemption price for the Certificates or the portions thereof which are to be so redeemed,
plusaccrued interest thereon tothe date fixed for redemption. If such noticeof redemption is given,
and if due proviskmfor such payment is made, all as provided above, the Certificates a the portions
thereof which are to be so redeemed, thereby automatically shall be redeem ed prior to their scheduled
maturities, and shall not bear interest afier the date fixed for their redemption, and shall not be
regarded as being outstanding except for the right of the registered ow ner to r eceive the redempti on
price plus accrued interest to the date fixed for redemption from the Paying Agent/Registrar out of
the funds provided for such payment. The P aying Agent/Registrar shall record i n th e Registrati on
Books an such redemptions of principal oftheCertificatesor any portionthereof Ifaportionofany
Certificate shall be redeemed a substitute Certificate or Certified es having the same maturity date,
bearing interest at the same rate, in any Authorized Denomination, at the written request of the
registered owner, and in an aggregate principal amount equal to theunredeemedportionthereof, will
be issued to the registered owner upon the surrender thereof for cancellation, at the expense of the
City, all as provided in this 0 rdinance. In addition to the foregoing the City shall cause the Paying
Agent/Registrartogivenoticeof any suchredemptionin the manner set forth in Section 5(h)hereof.
The failure to cause such notice to be given, however, or any defect therein, shall not affect the
validity or effectiveness of such redemption.

Section 4. INTEREST. Ihat the Certificates scheduled to mature during the years,
respectively, set forth below shall bear interest at the following rates per annum:

maturities 2006, % maturities 2016, %
maturities 2007, % maturities 2017, %
maturities 2008, % maturities 2018, %
maturities 2009, % maturities 2019, %
maturities 2010, % maturities 2020, %
maturities 2011, % maturities 2021, %
maturities 2012, % maturities 2022, %
maturities 2013, % maturities 2023, %
maturities 2014, % maturities 2024, %
maturities 2015, % maturities 2025, %

Said interest shall be payable to the registered owner of any such Certificat e ki the manner provided
and on the dates stated in the FORM OF CERTIFICATE. Interest shall be calculated on the basis
of a 360-day year consisting of twelve 30-day months.

Sections. CHARACTERISTICS OF THE CERTIFICATES. That the City shall keep or
cause to be kept at the designated corporate trust office in , (the "Designated
Pay ment /Transfer Office") of (the "Pay ing Agent/Registrar"), orsuch other
bank, trust company, financial institution, or other agency named in accordance with the provisions
of (g) below, books or records of the registration and transfer of the Certificates (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 registrations under such reasonable
regulations as the City and thePay ing Agent/Registrar may prescribe; and the Paying Agent/Registrar
shall make such transfers and registrations as herein provided. It shall be the duty of the Paying
Agent/Reg istrartoobtainfromtheregistered owner and record in the Registration Books theaddress
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of such registered ownerof each Certificateto which payments with respect to the Certificates shall
be mailed, as herein provided. TheCity or its designee shall have the right to inspect the Registration
Books during regularbusinesshours of the Paying Agent/Registrar, but otherwise thePaying Agent/-
Registrar shall keep the Registration Books confidential and, unless otherwise required by law, shall
not permit their inspect ion by any other entity. Registration of each Certificate may be transferred
in the Registration Books only upon presentation and surrender of such Certificate to the Paying
Agent/Registrar fortransferof registration and cancellation, together w ith proper w ritten instruments
of assignment, in form and with guarantee of signatures satisfactory to thePaying Agent/Registrar,
evidencing the assignment of such Certificate, or any portion thereof in any Authorized
Denomination, to the assignee or assignees thereof, and the right of such assignee or assignees to
have such Certificate or any suchportionthereof registered in the nameof such assignee or assignees.
Upon the assignment and transfer of any Certificate or any portion thereof, a new substitute
Certificate or Certificates shall be issued in exchange therefor in the manner herein provided.

(b) The entity in whose name any Certificate shall be registered in the Registration Books at
any time shall be treated as the absokite owner thereof for all purposes of this Ordinance, whether
or not such Certificate shall be overdue, andthe City and the Paying Agent/Registrar shall not be
affected by any notice to the contrary; and payment of, or on account of, the principal of, premium,
if any, and interest on any such Certificate shall be made only to such registered owner. All such
payments shall bevafid and effectual to satisfy and dischargetheliabflityupon such Certificate tothe
extent of the sum or sums so paid.

(c) The City hereby further appoints the Paying Agent/Registrar to act as the paying agent
for paying the principal of and interest on the Certificates, and to act as its agent to exchange or
replace Certificates, all as provided in thisOrdinance. The Pay ing Agent/Registrar shall keep proper
records of all payments made by the City and the Paying Agent/Registrar with respect to the
Certificates, and of all exchanges thereof, and allreplacements thereof, as provided in this Ordinance.

(d) Each Certificate may be exchanged for fully registered bonds in the manner set forth
herein. Each Certificate issued and delivered pursuant to this Ordinance, to the extent of the unre-
deemed principal amount thereof, may, upon surrender thereof at the Designated Payment/Transfer
0 Sice of the Paying Agent/Registrar, together w ith a w ritten request therefor duly executed by the
registered owner or the assignee or assignees thereof, or its or their duly authorized attorneys or
representatives, with guarantee of signatu res satisfactory to thePaying Agent/Registrar, at theoption
of the registered owner or such assignee or assignees, as appropriate, be exchanged for fully regis-
tered bonds, without interest coupons, in the form prescribed in the FORM OF CERTIFICATE, in
an Authorized Denomination (subject to the requirement hereinafter stated that each substitute
Certificate shall have a single stated maturity date), as requested in writingby such registered owner
or such assignee or assignees, in an aggregat e principal amount equal to the unredeemed principal
amount of any Certificate or Certificates so surrendered, and payable to the appropriate registered
owner, assignee, or assignees, as the case may be. If a portion of any Certificate shall be redeemed
prior to its scheduled maturity as provided herein, a substitute Certificate or Certificates having the
same maturity date, bearing interest at the same rate, in an Authorized Denomination 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
Certificate or portion thereof is assigned and transferred, each Certificate issued in exchange therefor
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shaO have the same principal maturity date and bear interest at the same rate as the Certificate for
which it is being exchanged. Each substitute Certificate shall bear a letter and/or number to
distinguish it from each other Certificate. The Paying Agent/Registrar shall exchange or replace
Certificates as provided herein, and each fully registered Certificate or Certificates delivered in
exchange for or replacement of any Certificate or portion thereof as permitted or required by any
provisionof this Ordinance shall const ituteoneof the Certified es for all purposes ofthisOrdinance,
and may again be exchanged or replaced. It is specifically provided, how ever, that any Certificate
delivered in exchange for or repl acement of another Certificat e prior t o the first scheduled interest
payment date on the Certificates (as stated on the face thereof) shall be dated the same date as such
Certificate, but each substitute Certificate so delivered on or after such first scheduled interest
payment date shall be dated as of the interest payment date preceding the date on which such
substitute Certificate isdelivered, unless such substitute Certificateis delivered on an interest payment
date, in which case k shdl be dated as of such date of delivery; provided, however, that if at the time
of delivery of any substitute Certificate the interest ontheCertificat efor which it is being exchanged
has not been paid, then such substitute Certificat e shall be dated as of the date to which such interest
has been paid in full. 0 n each substitute Certificate issued in exchange for or replacement of any
Certificate or Certificates issued under this Ordinance there shall be printed thereon a Paying
Agent/Registrar's Authentication Certificate, in the form hereinafter set forth in the FORM OF
CERTIFICATE (the "Authentication Certificate"). An authorized representative of the Paying
Agent/Registrar shall, before the delivery of any such substitute Certificate, date such substitute
Certificate in the manner set forth above, and manually sign and date the Authentication Certificat e,
and no such substitute Certificate shall be deemed to be issued or outstanding unless the
Authentication Certificate is so executed. The Paying Agent/Registrar promptly shall cancel all
Certificates surrendered for exchange or replacement. Ho additional ordinances, orders, or
resokitions need be passed or adopted by the City Council or any other body or person so as to
accomplish the foregoing exchange or replacement of any Certificate or portion hereof, and the
Paying Agent/Registrar shall provide for the printing, execution, and delivery of the substitute
Certificates in the manner prescribed herein. Pursuant to Chapter 1206, Texas Government Code,
the duty of exchange or replacement of any Certificate as aforesaid is hereby imposed upon the
Paying Agent/Registrar, and, upon the execution of the Authentication Certificate, the exchanged or
replaced Certificate shall be valid, incontestable, and enforceable in the same manner and with the
same effect as the Certificates which originally were delivered pursuant to this Ordinance, approved
bytheAttorneyGeneral,andregisteredbythe Comptroller of Public Accounts. Neither the City nor
the Paying Agent/Registrar shall be required to transfer or exchange any Certificate so selected for
redemption, in whole or in part, within 45 calendar days of the date fixed for redemption; provided,
however, such limitation of transfer shall not be applicable to an exchange by the registered owner
of the uncalled principal of a Certificate.

(e) AH Certificates issued in exchange or replacement of any other Certificate or portion
thereof, (i) shall be issued in fully regist ered form, w it hout inter est coupons, w in t he principal of and
interest on such Certificatestobe payable only tothe registered owners thereof, (ii) may be redeemed
prior to their scheduled maturities, (ii) may be transferred and assigned, (iv) may be exchanged for
other Certificates, (v) shall have the characteristics, (vi) shall be signed and sealed, and (vii) the
principal of and interest on the Certificat es shall be payable, all as provided, and in the manner re-
quired or indicated, in the FORM OF CERTIFICATE.
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(f) TheCity shall paythePaying Agent/Registrar's reasonableand customary fees and charges
for making transfers of Certificates, but the registered owner of any Certificate requesting such
transfer shall pay any taxes or other governmental charges required to be paid with respect thereto.
The registered owner of any Certificate requesting any exchange shall pay the Paying Agent/Regis-
trar's reasonable and standard or customary fees and charges for exchanging any such Certificate or
portion thereof, together with any taxes or governmental charges required to be paid with respect
thereto, all as a condition precedent to the exercise of such privilege of exchange, except, however,
that in the case of the exchange of an assigned and transferred Certificate or Certificates or any
portion or portions thereof in any Authorized Denomination, and in the case of the exchange of the
unredeemed portion of a Certificate which has been redeemed in part prior to maturity, as provided
in this Ordinance, such fees and charges will be paid by the Cky. In addition, the City hereby
co venartswiththeregistered owners of the Certificates 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 Certificates, when due, and (ii) pay the fees and
charges of the Paying Agent/Registrar for services with respect to the transfer or registration of
Certificates solely to the extent above provided, and with respect to the exchange of Certificates
solely to the extent above provided.

(g) TheCity covenants withtheregistered ownersoftheCertificatesthat at all times while
the Certificates are outstanding the City will provide a competent and legally qualified bank, trust
company, or other entity duly qualified and legally authorized to act as and perform the services of
Pay ing Agent/Registrar for the Cert ificat esunderthisOrcU nance, andthatthePaying Agent/Registrar
wii be one entity. The City reserves the right to, and may, at its option, change the Paying
Agent/Registrar upon not lessthan 60dayswrittennoticeto thePaying Agent/Registrar. In the event
that the entity at any time acting as Paying Agent/Registrar (or its successor by merger, acquisition,
or other method) should resign or otherw ise cease to act as such, the City covenants that promptly
it w ill appoint a competent and legally qualified national or state banking institution w hich shall be
an entity organized and doing business under the laws of the United St ates of Americaorof any state,
authorized under such laws to exercisetrust powers, subject to supervision or examination by federal
or state authority, and whose qualifications substantially are similar to the previous Paying
Agent/Registrar to act as Paying Agent/Registrar under this Ordinance. Upon any change in the
P aying Agent/Registrar, t he previous Paying Agent/Registrar prompt ly shall transfer and deliver the
Registration Books (or a copy thereof), along w kh all other pertinent books and records relating to
theCertificates,tothenewPayingAgent/RegistrardesignatedandappointedbytheCity. Upon any
change in thePaying Agent/Registrar, the City promptly will cause a written notice thereoftobe sent
by the new Paying Agent/Registrar to each registered owner of the Certificates, 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 shall be delivered to each Paying Agent/Registrar.

(h) (i) In addition to the manner of providing notice ofredemption ofCertificates as
set forth in this Ordinance, the Paying Agent/Registrar shall give noticeof redemption ofCertificates
by United States mail, first-class postage prepaid, at least 30 days prior to a redemption date to each
NRMSIR (as defined in Section 18 hereof) and the SID (as defined in Section 18 hereof). In
addit ion, in the event of a redempt ion caused by an advance refunding of the Certificat es, the Paying
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Agert /Registrar shall send a second notice of redemption tothepersons specified in the immediately
preceding sentence at least 30 days but not more than 90 days prior to the actual redemption date.
Any notice sent totheNRMSIRsortheSID shall be sent so that they are received at least two days
prior to the general mailing or publication dateof such notice. ThePaying Agent/Registrar shall also
send a notice of prepayment or redemption to the owner of any Certificate who has not sent the
Certificates in for redemption 60 days after the redemption date.

(ii) Each redemption notice, whether required in the FORM OF CERTIFICATE or
otherwiseby thisOrdinance, shallcontain a description of the Certificates to be redeemed, including
the co mplete name of the Certificates, the series, the dateof issue, the interest rate, thematuritydate,
the CU SIP number, ifany, the amounts called of each certificate, the publication and mailing date for
t he notice (in the manner as provided in t he FO RM 0 F CERTIFICATE), t he date of redemption, the
redemption price, the name of the Paying Agent/Registrar and the address at which the Certificate
may be redeemed, including a contact person and telephone number.

(iii) All redemption payments made by the Paying Agent/Registrar to the registered
owners of the Certificates shall include CUSIP numbers relating to each amount paid to such
registered owner.

Section6. FORM OF CERTIFICATES. ThattheCertificatesshallbesignedwiththemanua!
or facsimile signatures of the Mayor and the City Clerk, and that the seal of the City shall be affixed
or impressed upon the Certificates. The form of the Certificates, including the form of Paying
Agent/Registrar's Authentication Certificate, the form of Assignment and the form of Registration
Certificate of the Comptroller of Pubfic Accounts of the State of Texas to be attached to the
Certificatesiritially issued and delivered pursuant to this Ordinance, shall be in substantially the form
as set forth ki Exhibit A to thisOrdinance, with such appropriate variations, omissions, or insertions
as are permitted or required by this Ordinance. The printer of the Certificates is hereby authorized
to print on the Certificates (i) the form of bond counsel's opinion relating to the Certificates, and (ii)
an appropriate statement of insurance furnished by a municipal bond insurance company providing
municipal bond insurance, ifany, covering all or any part of the Certificates.

Section 7. DEFINITIONS. That the terms "Certificates" and "Certificates of Obligation"
shall mean the City of Austin, Texas Certificates of Obligation, Series 2005, authorized to be issued
and delivered by this Ordinance; and the term "Surplus Revenues" shall mean those revenues from
the operation of the City's solid waste disposal system remaining after payment of all operation and
maintenance expenses thereof and other obligations heretofore or hereafter incurred to which such
revenues have been or shall be encumbered by a lien on and pledge of such revenues superior to the
lien on and pledge of such revenues t o t he Certificat es.

Section 8. INTEREST AND SINKING FUND. That a special fund or account, to be
designated the "City of Austin, Texas Series 2005 Certificate of Obligation Interest and Sinking
Fund" (the "Interest and S inking Fund") is hereby created and shall be established and maintained by
t he Issuer. The Int erest and S inking Fund shall be kept separate and apart from all ot her funds and
accounts of the Issuer, and shall be used only for paying the interest on and principal of the Cer-
tificates. All ad valorem taxes levied and collected for and on account ofthe Certificates shall be
deposited, as collected, to the credit ofthe Interest and Sinking Fund. During each year while any
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of the Certificates are outstanding and unpaid, the governing body of the Issuer shall compute and
ascertain the rate and amount of ad valorem tax, based on the latest approved tax rolls of the Issuer,
w ith full allowances being made for tax delinquencies and the cost oftax collections, which will be
sufficient to raise and produce the money required to pay the interest on the Certificates as such
interest comes due, andto provide a sinking fund to pay the principal (including mandatory sinking
fund redemption payments, if any) of the Certificates as such principal matures, but never less than
2% of the original amount of the Certificates as a sinking fund each year. Said rate and amount of
ad valorem tax is hereby ordered to be levied against all taxable property in the Issuer for each year
while any of the Certificates are outstanding and unpaid, and said ad valorem tax shall be assessed
and collected each such year and deposited to the credit of the Interest and Sinking Fund. Said ad
valoremtaxes necessary to pay theinterest on and principal ofthe Certificates, as such interest comes
due and such principal matures or conies due through operation ofthe mandatory sinking fund
redemption, if any, as provided in the FORM OF CERTIFICATE, are hereby pledged for such pay-
ment, within thelimitprescribedby law. The Issuer hereby appropriates fromcurrent fundson hand,
and direct s the transfer to the Interest and Sinking Fund for the Certificates cf, an amount of money
sufficient when added to the accrued interest received from the sale ofthe Certificates, to pay the
principal and interest scheduled to come due on the Certificates through March 1,2006.

Sect ion 9. REVENUES. That the Certificates of Obligation are additionally secured by and
shafl be payablefromtheSurplusRevenues. TheSurplusRevenuesarepledged bytheCitypursuant
to authority of Chapter 363, Texas Health and Safety Code, specifically Section 363.135 thereof.
The City shall promptly deposit the Surplus Revenues upon their receipt to the credit ofthe Interest
and Sinking Fund created pursuant to Section 8, to pay the principal and interest on the Certificates
of Obligation. The amount of Surplus Revenues pledged to the payment of the Certificates of
Obligation shallnot exceed $1,000.

Chapter 1208, Texas Government Code, applies to the issuance of the Certificates and the
pledge of ad valorem taxes and theSurplus Revenues grant ed by the City under S ectionsS and 9, and
such pledge is therefore valid, effective, and perfected. If Texas law is amended at any time while
the Certificates are outstanding and unpaid such that the pledge ofthe ad valorem taxes and Surplis
Revenues granted by the City istobe subject to the filing requirements of Chapter 9, Texas Business
& Commerce Code, then in order to preserve to the registered owners of the Certificates the
perfection of the security interest in said pledge, the City agrees to take such measures as it
determines are reasonable and necessary under Texas law to comply with the applicable provisions
of Chapter 9, Texas Business & Commerce Code and enable a filing to perfect the security interest
in said pledge to occur.

Section 10. TRANSFER. That the Issuer shall do any and all things necessary to accomplish
the transfer of monies to the Interest and Sinking Fund of this issue in ample time to pay such items
of principal and interest due on the Certificates.

Section 11. SECURITY FOR FUNDS. That theinterest and Sinking Fund created by this
0 rdinance shall be secured in the manner and to the fullest extent permitte d or required by 1 aw for
the security of public funds, andthe Interest and Sinking Fund shall be used only for the purposes and
in the manner permitted or required by this Ordinance.
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Section 12. DAMAGED, MUTILATED, LOST, STOLEN, OR DESTROYED
CERTIFICATES, (a) Replace ment Certificates. That in the event any outstanding Certificate is
damaged, mutilated, lost, stolen, or destroyed, the Paying Agent/Registrar shall cause to be printed,
executed, and delivered, a new certificat e of the same principal amount, maturity, and interest rate,
as the damaged, mutilated, lost, stolen, or destroyed Certificate, in replacement for such Certificate
in the manner hereinafter provided.

(b) Application for Replacement Certificates. That application for replacement of damaged,
mutilated, lost, stolen, or destroyed Certificates shall be made by the registered owner thereof to the
Paying Agent/Registrar. In every case of loss, theft, or destruction of a Certificate, the registered
owner applying for a replacement certificate shall furnish to the Issuer and to the Paying
Agent/Registrar such security or indemnity as may be required by them to save each of them bar ml ess
from any loss or damage with respect thereto. Also, in every case of toss, theft, or destruction of a
Certificate, the registered owner shall furnish to the Issuer and to the Paying Agent/Registrar
evidence to their satisfact ion of the loss, theft, or destruction of such Certificate, as the case may be.
In every case of damage or mutilation of a Certificate, the registered owner shall surrender to the
Paying Agent/Registrar for cancellation the Certificate so damaged or mutilated.

(c) No Default Occur red. That notwithstanding the foregoing provisions of this Section, in
the event any such Certificate shall have matured, and no default has occurred which is then
continuing in the payment oft he pri ncipal of, premium, if any, or int crest on the C ertificat e, the Issuer
may authorize the payment of the same (without surrender thereof except in the case of a damaged
or mutilated Certificate) instead of issuing a replacement certificate, provided security or indemnity
is furnished as above provided in this S eel ion.

(d) Charge for Issuing Replacement Certificates. That prior to the issuance of any
replacement certificate, the Paying Agent/Registrar shall charge the registered owner of such
Certificate with all legal, printing and other expenses in connection therew ith. Every replacement
certificate issued pursuant to the provisions of this Section by virtue of the fact that any Certificate
is dam aged, mutilated, lost, stolen, or destroyed shall const itutea contractual obligation of the Issuer
whether or not the damaged, mutilated, lost, stolen, or destroyed Certificate 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 Certificates duly issued under this Ordinance.

(e) Authority for Issuing Replacement Certificates. That in accordance with Chapter 1206,
TexasG overnmert Code, this S ection ofthis 0 rdinance shall constitute authority for the issuance of
any such replacement certificate without necessity of further action by the Issuer or any other body
or person, and the duty of the replacement of such certificates is hereby authorized and imposed upon
the Paying Agent/Registrar, and the Paying Agent/Registrar shall authenticate and deliver such
Certificates in the form and manner and with the effect, as provided in Section 5(a) of this Ordinance
for Certificates issued in conversion and exchange of other Certificates.

Section 13. FEDERAL IN COME TAX MATTERS. That the Issuer covenants to refrain
from any action which w ould adversely affect, or to take such action as to ensure, the treatment of
the Certificates as obligations described in Section 103 of the Code, the interest on which is not
includablein the "gross income" ofthe holder for purposesoffederalincometaxation. In furtherance
thereof, the Issuer covenants as follows:
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(a) to take any action to assure that no more than 10 percent of the proceeds of the
Certificates (less amounts deposited to a reserve fund, if any) are used for any "private
business use," as defined in section 141(bX6) of the Code or, if more than 10 percent of the
proceeds are so used, that amounts, whether 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 indirect ly, secure or provide for the payment of more than 10 percent
of the debt service on the Certificates, in contravention of Sect ion 141(b)(2) ofthe 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 Certificates (less
amount deposited into a reserve fond, if any) then the amount in excess of 5 percent is used
for a "private business use" which is "related" and not "disproportionate", within themeaning
of Sect ion 141(b)(3) of the Code, to the governmental use;

(c) to take any action to assure that no amount w hich is great er than the lesser of
$5,000,000, or five percent of the proceeds ofthe Certificates (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 Sect ion 141(c) ofthe Code;

(d) torefrain from taking anyact ion which would otherwise result in the Certificates
being treat ed as "private activity bonds" within the meaning of Section 141(b) ofthe Code;

(e) to refrain from taking any action that would result in the Certificates being "feder-
ally guaranteed" within themeaning of Sect ion 149(b) of the Code;

(f) to refrain from using any portion ofthe proceeds of the Certificates, directly or
indirectly, to acquire or to replace fiinds which were used, directly or indirectry, 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 Certificates, other than investment property
acquired wkh-

(1) proceeds ofthe Certifcatesinvestedfor a reasonable temporary period
of three years or less until such proceeds are needed for the purpose for w hich the
certificates of obligation are issued,

(2) amount s i nvest ed in a bona fide debt service fund, w ithin t he meaning
of Section 1.148-l(b) ofthe Treasury Regulations, and

(3) amounts deposited in anyreasonably required reserve or replacement
fund to the extent such amounts do not exceed 10 percent ofthe proceeds ofthe
Certificates;

(g) tootherwise restrict the use of the proceeds of the Certificates or amounts treated
as proceeds ofthe Certificates, as may be necessary, sothat the Certificates do not otherwise
contravene t he requirements of S ect ion 148 of t he Code (relat ing t o arbk rage) and, t o t he ex-
tent applicable, Section 149(d) ofthe Code (relatingto advance refunding*), and
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(h) to pay to the U rated States of America at least once during each five-year period
(beginning on the dat e of delivery of the Cert ifi cat es) an amount that is at feast equal to 90
percent of the "Excess Earrings," within the meaning of Section 148(0 of the Code and to
pay to the United States of America, not later than 60 days after the Certificates have been
paid in full, 100 percent ofthe amount then required to be paid as aresult of Excess Earnings
under Sect ion 148(f) oftheCode.

For purposes ofthe foregoing (a) and (b), 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 prior to the date of
issuance of the Certificates. It isthe understanding of the Issuer that the covenants contained herein
are intended to assure compliance w ith the Code and any regulations or rulings promulgated by the
U.S. Department of the Treasury pursuant thereto. In the event that regulations or ruling are
hereafter promulgated which modify or expand provisions ofthe Code, as applicable to the
Certificates, the Issuer wiH not be required to comply with any covenant contained herein to the
extent that such failure to comply, in the opinion of nationally-recognized bond counsel, will not
adversely affect the exemption from federal income taxation of interest on the Certificates under
Sect ion 103 ofthe Code. In the event that regulations or rulings are hereafter promulgated which
impose additional requirements which are applicable to the Certificates, the Issuer agrees to comply
w ith the additional requirementsto theextent necessary, in the opinion of nationally-recognized bond
co unsd,topreservethe ex emptionfromfederalincometaxation of interest on the Certificates under
Section 103 ofthe Code. In furtherance of such intention, the Issuer hereby authorizes and directs
theMayor, theCityManager, any Assistant CityManager.theChiefFinancialOfficer of theCity and
the Deputy Chief Financial Officer ofthe City to execute any documents, certificates or reports
required by the Code, and to make such elections on behalf of the Issuer which may be permitted by
the Code as are consistent with the purpose for the issuance ofthe Certificates.

In order t o faci It at e compliance w it h clause (h) ab ove, a "Rebat e Fund" is hereby est ablished
and held by the Issuer for the sole benefit of the United States of America, and such Fund shaD not
be subject to the claim of any other person, including without limitation the holders of the
Certificates. The Rebate Fund is established for the additional purpose of compliance with Section
148 of the Code.

Section 14. ALLOCATION OF, AND LIMITATION ON, EXPENDITURES FOR THE
P RO JECT. That the Issuer covenants to account for the expenditure of proceeds from the sale ofthe
Certificates and any investment earnings thereon to be used for the purposes described in S chedule
I attached to this Ordinance (each such purpose shall be referred to herein and Section IS hereof as
a "Project") on its books and records in accordance with the requirements of the Code. The Issuer
recognizes that in order for the proceeds to be considered used for the reimbursement of costs, the
proceeds must be allocated to expenditures within 18 months of the later of the date that (a) the
expenditure on a Project is made or (b) such Project is completed; but in no event later than three
years after the date on w hich the original expendture is paid. The foregoing notw ithstanding, the
Issuer recognizes that in order for the proceeds to be expended under the Code, the sale proceeds or
investment earningsmust beexpended no more than60 days after the laterof(a)thefifihanniversary
of the dateofdelivery of the Certificates or(b)thedat e the Certificates are retired. The Issuer agrees

-n-



to obtain the advise of nationally-recognized bond counsel if such expenditure fails to comply with
the foregoing to assure that such expenditure will not adversely affect the tax-exempt status of the
Certificates. For purposes hereof, the Issuer shall not be obligated to comply with this covenant if
it obtains an opinion from nationally-recognized bond counsel to the effect that such faikire to
comply willnot adversely affect the excludability for federal income tax purposesfromgrossincome
of the interest.

Section 15. DISPO SITION OF PROJECT. That the Issuer covenants that the property
constituting a Project will not be sold or otherwise disposed in a transaction resulting in the receipt
by the Issuer of cash or other compensation, unless the Issuer obtains an opinion of nationally-
recognized bond counsel substantially to the effect that such sale or other disposition will not
adversely affect the tax-exempt status of the Certificates. For purposes of this Section, the portion
of the property comprising personal property and disposed of in the ordinary course of business shall
not be treated as a transaction resulting in the receipt of cash or other compensation. For purposes
of this S ection, the Issuer shall not be obligated to comply with this covenart if it obtains an opinion
of a nationally-recognized bond counsel to the effect that such failure to comply will not adversely
affect the excludability for federal income tax purposes from gross income of the interest.

Section 16. CUSTODY, APPROVAL, AND REGISTRATION OF CERTIFICATES. That
the Mayor or the designee thereof is hereby aathorized to have control of the Certificates and all
necessary records and proceedings pertaining to the Certificates pending their delivery and their
investigation, examination and approval by the Attorney General of the State of Texas, and their
registration by the Comptroller of Public Accounts of the State of Texas. Upon registration of the
Certificates, said Comptroller of Public Accounts (or a deputy designated in writing to act for said
Comptroller) shall manually sign the Comptroller's Registration Certificate accompanying the
Certificates, 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 Certificates shall be made to the
Purchaser, as defined in S ection 19 below, under and subject to the general supervision and direction
ofthe Mayor, against receipt by theCity of allamountsdue to the City under the terms of sale.

Section 17. DTC REGISTRATION. That the Certificates initially shall be issued and
delivered in such manner that no physical distribution ofthe Certificates will be made to the public,
and The Depository Trust CompanyC'DTC^New York,New York, initially willact asdepository
for the Certificates. DTC has represented that it is a limited purpose trust company incorporated
under the laws ofthe State of New York, a member ofthe Federal Reserve System, a "clearing
corporation" within the meaning of the New York Uniform Commercial Code, and a "clearing
agency" registered under Sect ion 17A of theSecurities Exchange Act of 1934, as amended, and the
Issuer accepts, but in no way verifies, such representations. The Certificates initially authorized by
this Ordinance shallbe delivered to and registered in the nameof CEDE & CO., the nominee of DTC.
It is expected that DTC will hold the Certificates on behalf of the Purchaser and its participants. So
long as each Certificate is registered in the name of CED E & CO., the Paying Agent/Registrar shall
treat and deal with DTC the same in all respects as if it w ere the actual and beneficial owner thereof.
It is expected that DTC will maintain a book-entry system which will identify ownership of the
Certificates in integral amounts of $5,000, with transfers of ownership being effected on the records
of DTC and its participants pursuant to rules and regulations established by them, and that the
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Certificates initially deposited with DTC shall be immobilized and not be further exchanged for
substitute Cert ificates except as hereinafter provided. The Issuer and the Paying Agent/Regist rar are
not responsible or liable for any functions of DTC, will not be responsible for paying any fees or
charges with respect to its services, win not be responsible or liable for maintaining, supervising, or
reviewing the records of DTC or its participants, or protect ing any interests or rightsofthe beneficial
owners of the Certificates. It shall be the duty of the DTC Participants, as defined h the Official
Statement herein approved, to make allarrangementswithDTCto establish this book-entry system,
the beneficial ownership of the Certificates, and the method of pay ing the fees and charges of DTC.
The Issuer does not represent, nor does 't in any way covenant that the initial book-entry system
established with DTC wilt be maintained in the future. Notwithstanding the initial establishment of
the foregoing book-entry system with DTC, if for any reason any of the originally delivered
Certificates is duly filed with the Paying Agent/Registrar with proper request for transfer and
substitution, as provided for in this Ordinance, substitute Certificates will be duty delivered as
provided in this Ordinance, and there will be no assurance or representation that any book-entry
system will be maintained for such Certificates. In connection with the initial establishment of the
foregoing book-entry system with DTC, the Issuer heretofore has executed a "Blanket Letter of
Representations'1 prepared by DTC in order to implement the book-entry system described above.

Section 18. CONTINUING DISCLOSURE OBLIGATION, (a) Definitions. Thatasused
in this Ordinance, the following terms have the meanings ascribed to such terms below:

"MAC" means the Municipal Advisory Council of Texas.

"MSR8" means the Municipal Securities Rulemaking Board.

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

"Ru/e" means SEC Rule 15c2-12, as amended from time to time.

"SEC" means the United States Securities and Exchange Commission.

"S/D" means any person designated by the State 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.

(b) Annual Reports, (i) The Issuer shall provide annually to each NRMSIR and any SID,
within six months after the end of each fiscal year endng in or after 2005, financial information and
operating dat a w ith respect to the Issuer of the general type included in the final 0 fficial S tatement
authorized by Section 19 of this Ordinance, being the information described in ExhfcitB hereto. Any
financial statements so to be provided shall be (1) prepared in accordance with the accounting
principles described in Exhibit B hereto, or such other accounting principles as the Issuer may be
required to employ fromtime to time pursuant to state law o r regulation, and (2) audited, if the Issuer
commissions an audit of such statements and the audit is completed within the period during which
they must be provided. If the audit of such financial statement sis not complete within such period,
then the Issuer shall provide unaudited financial statements by the required time, and shall provide
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audited financial statements for the applicable fiscal year to each NRMSIR and any SID, when and
if the audit report on such statements become available.

(ii) If the Issuer changes its fiscal year, it will notify each NRMSIR and any SID 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
Sect ion. The financial information and operating data to be provided pursuant to this Sect ion 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 SID or filed with the SEC.

(c) Mafer/a/EvenfNotfces. TheIssuershallnotifyanySE)andeithereachNRMSIRorthe
MSRB, in a timely manner, of any of the following events with respect to the Certificates of
Obligation, if such event is material within the meaning of the federal securities laws:

1. Principal and interest payment delinquencies;
2. Non-payment related defaults;
3. Unscheduled draws on debt service reserves reflecting financial difficulties;
4. Unscheduled draws on credit enhancements reflecting financial difficulties;
5. Substitution of credit orliquidity providers, or their failure to perform;
6. Adverse tax opinions or events affecting the tax-exempt status of the

Certificates;
7. Modificat ions to rights of holders of the Certificat es;
8. Certificate calls;
9. Defeasances;
10. Release, substitution, or sale of property securing repayment of the

Certificates; 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
(b) of this Section by the time required by such subsection. Any filing under this S ection may be
made solely by transmitting such filing to the MAC as provided at http:7Avww.discloaireusa.org,
unless the SEC has withdrawn the interpretive advice stated in its let tertothe MAC dated Sept ember
7,2005.

(d) Limitations, Disclaimers, and Amendments. (i) The Issuer shall be obfigated to observe
and perform the covenant s speci fied in this Sect ion for so long as, but only for so long as, the Issuer
remains an "obligated person" with respect to theCertificateswitmnthe meaning of the Rule, except
that the Issuer in any event will gve written notice of any deposit made in accordance with this
Ordinance or applicable law that causes Certificates no longer to be outstanding.

(ii) The provisions of this Section are for the sole benefit of the registered owners and
beneficial owners of the Certificates, and nothing in this Section, express or implied, shall give any
benefit or any legal or equitable right, remedy, or claim hereunder to any other person. The Issuer
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undertakes to provide onlythe financial information, operating data, financial statements, and not ices .
w Mch it has expressly agreed to provide pursuant to t his S ection and does 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 ith this Section or otherw ise, except as expressly provided herein. The
Issuer does not make any representation or warranty concerning such information or its usefulness
to a decision to invest in or sell Certificat es at any future date.

(iii) UNDER NO CIRCUMSTANCES SHALL THE ISSUER BE LIABLE TO THE
REGISTERED OWNER ORBENEFICIALOWNER OF ANY CERTIFICATE OR ANY OTHER
PERSON, IN CONTRACT OR TORT, FOk DAMAGES RESULTING IN WHOLE OR IN P ART
FRO MANY BREACH BY THEISSUER, WHETHER NEGLIGENT OR WITHOUT FAULTON
ITS PART, OF ANY CO YEN A NT SPECIFIED IN THIS SECTION, BUT EVERY RIGHT AND
REMEDY OF ANY SUCH PERSON, IN CONTRACT OR TORT, FOR OR ON ACCOUNT OF
ANY SUCH BREACH SH ALLBELBvUTED TO AN ACTION FORMAND AMU S OR SPECIFIC
PERFORMANCE.

(iv) No default by the Issuer in observing or performing its obligations under this Section
shall comprise a breach of or default under the Ordinance forpurposes of any other provision of this
Ordinance. Nothing inthis Section is intended or shall act to disclaim, waive, or otherw ise limit the
duties of the Issuer under federal and state securities laws.

(v) The provisions of this Sect ion may be amended by the Issuer from time to time to adapt
to changed tircumSancesthat arise from a change in legal requirements, a change in law, or a change
in the identity, nature, status, or type of operations of the Issuer, but onlyif (1) the provisions of this
Section, as so amended, would have permitted an underwriter to purchase or sell Certificates in the
primary offering of theCertificates incompliance with theRule, taking intoaccount any amendments
or interpret at ions oft he Rule since such offeri ng as wel 1 as such changed circumstances an d (2) eit her
(a) the registered owners ofamajority in aggregat e principal amount (orany greater amount required
by any other provision of this Ordinance that authorizes such an amendment) of the outstanding
Certificates consent to such amendment or (b) a person that is unafliliated with the Issuer (such as
nationally recognized bond counsel) determined that such amendment will not materially impair the
interest of the registered owners and beneficial owners of the Certificates. If the Issuer so amends
the provisions of this S ection, it shall include w ith any amended financial information or operating
datanext provided in accordance with subsection(b)ofthisSecti on an explanation, in narrative form,
of the reason for the amendment and of the knpact of any change in the type of financial information
or operat ing dat a so provided. T he Issuer may also amend or repeal t he provisio ns oft his cont inuing
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 if and to the
ext en t that the provisions of this sentence would not prevent an underw rit er from lawfully purchasing
or selling Certificates in the primary offering of the Certificates.
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Section 19. SALE. TTiat the sale ofthe Certificates to ,and
associates (the "Purchaser"), at a price of par and accrued interest on the Certificates to the date of
delivery, plus a premium of $ , is hereby authorized, ratified and confirmed. The Certificates
w ere sold pursuant to the t erms of a "N ot ice of S ale and Bidding Inst ructions", "0 ffidal Bid Form"
and "0 fiicial S tatement", the use ofwhich document s, a true and correct copy of each such document
is attached hereto, is hereby approved. It ishereby officially found, determined and declared that the
Certificates were sold to the highest bidder at terms that were the most advantageous reasonably
obtained. Theuseof the "Preliminary Official Statement" preparedin connection with thesale of the
Certificates is hereby ratified. Any accrued interest received in connection with the sale of the
Certificates shall be deposited to the Interest and Sinking Fund. Any premium received in connection
with the sale ofthe Certificates shall be used in a manner consistent with the provisions of Section
1201.042(d), Texas Government Code. [The City Council hereby findsthat the sum of the aggregate
principal amount ofthe Certificates and premium received as part ofthe purchase price for the
Certificatestobe expended fortheconst ruction of thepermanent improvements set forth in Schedule
I hereof w ill not exceed the maximum amount of Certificates authorized to be sold in the notice of
intention published inconnection withthesale ofthe Certificates. The Certificates are to be insured
by a municipal bond insurance policy issued by , as purchased by the Purchaser.]

Section20. INTERESTEARNINGS.Thatthemterestearningsderivedfromtheinvestment
of proceeds from the sale of the Certificates maybe used along with other proceeds for the purposes
set forth in Schedule I attached to this Ordinance for which the Certificates are issued; provided that
after completion of such projects, if any of such interest earnings remain on hand, such interest
earnings shall bedepositedinthelnterest and SinkingFund. It isfurtherprovided, however,that any
interest earnings on proceeds which are required to be rebated to the United States of America
pursuant t o thisO rdinance hereof in order to p revent t he Certificates from being arbitrage bonds shall
be so rebated and not considered as interest earnings for the purposes of this Section.

Section 21. DEFEASANCE, (a) Debased Certificates. That any Certificate and the
interest thereon shall be deemed to be paid, retired and no longer outstanding (a "Defeased
Certificate") within the meaning of this 0 rdinance, except to the extent provided in subsection (d) of
this Section, when payment ofthe principal of such Certificate, plus interest thereon to the due date
(whether such due date be by reason of maturity or otherwise) either (f) shall have been made or
caused to be made in accordance w ith the terms thereof, or (ii) shall have been provided for on or
before such due date by irrevocably depositing with 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 when proper arrangements have been made by the Issuer with the Paying
Agent/Registrar for the payment ofits services until all Defeased Certificates shall have become due
and payable. There shall be delivered to the Paying Agent/Registrar a certificate from a firm of
certified public account antscertifying as to the sufficiency ofthe deposit made pur suant to clause (ii)
above. The Paying Agent/Registrar shall also receivean opinion of bond counsel acceptable to the
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Issuer that reflects such payment does not adversely affect the exclusion under the Code of interest
on the D efeased Certificates from the gross income of the holders thereof for federal income taxation
purposes. At such time as a Certificate shall be deemed to be a Defeased Certificate hereunder, as
aforesaid, such Certificate and the interest thereon shall 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 orDefeasance
Securities. Notwithstanding any other provision of this Ordinance to the contrary, it is hereby
provided that any determination not to redeem Defeased Certificates that is made in conjunction with
the payment arrangements specified in subsection 21(aXQ or (ii) shall not be irrevocable, provided
that: (1) in the proceedings providing for such payment arrangements, the Issuer expressly reserves
the right to call the Defeased Certiftcat es for redemption; (2) gives notice of the reservation of that
right to the owners of the Defeased Certificates immediately fo Do wing the making of the payment
arrangements; and (3) di rect s t hat notice of the reservat ion be included in any redempt ion not ices that
it authorizes.

(b) investment in Defeasance Securiftes. Any moneys so deposited with the Paying
Agent/Registrar may at the written direction of the Issuer be invested in Defeasance Securities,
maturing in the amounts and times as hereinbefore set forth, and all income from such Defeasance
Securities received by the Paying Agent/Registrar that is not required for the payment of the
Certificates and interest thereon, with respect to which such money has been so deposited, shall be
turned over to the Issuer, or deposited as directed in writing by the Issuer. Any Future Escrow
Agreement pursuant to w hich the money and/or D efeasance S ecurities are held for the payment of
Defeased Certificates may contain provisions permitting the investment or reinvestment of such
moneys in Defeasance Securities or the substitution cf other Defeasance Securities upon the
satisfaction of the requirements specified in subsection 21(a)(i) or (ii). All income from such
Defeasance Securities received by thePaying Agent/Registrar which is not required for the payment
of the Defeased Certificates, with respect to which such money has been so deposited, shall be
remitted to the Issuer or deposited as directed in writing by the Issuer. The Paying Agent /Registrar
shall not be liable for any loss pertaining to an investment executed in accordance with written
instructions from the Issuer.

(c) Defeasance Securities Defined. The term "Defeasance Securities" means (i) direct,
noncallable obligat ions oft he U nited S tate s of America, including oUigat ions t hat are uncondit ionally
guaranteed by the United States of America, (ii) noncallable obligations of an agency or
instrumentality of the United States of America, including obligations that are unconditionally
guaranteed or insured by the agency or instrumentality and that, on the date of the purchase thereof
are rat ed as t o invest ment quaft y by a nationally reco gnized invest ment rat ing firm not less t han AAA
or its equivalent, and (iii) noncallable obligations of a state or an agency or a county, municipality,
or other political subdivision of a state that have been refunded and that, on the dat e on the date the
governing body of the Issuer adopts or approves the proceedings authorizing the financial
arrangements are rated as to investment quality by a nationally recognized i nvestment rating firm not
less than AAA or its equivalent.

(d) Paying Agent/R eg/Sfrar Serv/ce S. Until all Defeased Certificates shall have become
due and payable, the Paying Agent/Registrar shall perform the services of P aying Agent/Registrar for
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such Defeased Certificat es the same as ift hey had not been defeased, and the Issuer shall make proper
arrangements to provide and pay for such services as required by this Ordinance.

Section 22. PREAMBLE. That the findings set forth in the preamble to this Ordinance are
hereby incorporated into the body of this Ordinance and made a part hereof for all purposes.

Section23. OFFICIALS AUTHORIZED TO ACTON BEHALF OF THE CITY. That the
Mayor, the City Clerk, theCity Manager, any Assistant City Manager, theChiefFinancial Officerof
the Gty or the Deputy Chief Financial Officer of the City, and all other officers, employees, and
agents of the City, and each ofthem, 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 to
execute, acknowledge, and deliver in the name and under the seal and on behalf of the City all such
instruments, whether or not herein mentioned, as may be necessary or desirable in order tocarry out
the terms and provisions of this Ordinance, the Certificates, the offering documents prepared in
connection w ith the sale of the Certificates, or the P aying Agent/Registrar Agreement. In case any
officer w hose signature appears on any Certificate shall cease to be such officer before the deEvery
of such Certificate, 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.

Section24. RULES OF CONSTRUCTION. That for all purposes of this Ordinance, unless
the context requires otherwise, allreferencestodesignated Sections and other subdivisionsaretothe
Sections and other subdivisions of this Ordinance. TTie words "herein", "hereof and "hereunder"
and other w ords of similar import refer to this Ordinance as a w hole and not to any particular S ecu* on
or other subdivision. Except where the context otherwise requires, terms defined inthisOrdinance
to impart the singular number shall be considered to include the plural number and vice versa.
References to any named person means that party and its successors and assigns. References to any
constitutional, statutory or regulatory provision means such provision as it exists on the date this
0 rdinance is adopt ed by the City and any future amendments thereto or successor provisions thereof.
Any reference to the payment of principal inthis Ordinance shall be deemed to include the payment
of any mandatory sinking fund redemption payments as described herein. Any referencet o "FORM
OF CERTIFICATE" shall refer to the form of the Certificat es set forth in Exhibit A t o this Ordinance.
The titles and headings of the Sections and subsections of this Ordinance have been inserted for
convenience of reference only and are not to be considered apart hereof and shall not in any way
modify or restrict any of the terms or provisions hereof.

Section 25. CONFLICTING ORDINANCES REPEALED. That all ordinances and
resolutions or parts thereof in conflict herewith are hereby repealed.

Section26. IMMEDIATE EFFECT. That in accordance with the provisions of V.T.C.A.,
G overnment Code, Section 1201.028, thisO rdinance shallbe effective immediately upon its adoption
by the City Council.
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FINALLY PASSED, APPROVED AND EFFECTIVE this August 26,2005.

Mayor, City of Austin, Texas

ATTEST:

City Clerk, City of Austin, Texas

APPROVED:

David Allan Smith, City Attorney,
City of Austin, Texas

(SEAL)
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SCHEDULE I

The following projects are to be funded with the proceeds of the Certificates:

together with the payment of fiscal, engineering and legal fees incurred in connection with the
issuance of the Certificates and the projects funded therewith.

-20-



NO.

EXHIBITA

FORM OF CERTIFICATE

UNITED S TATES OF AMERICA
STATE OF TEX AS

CITY OF AUSTIN, TEXAS
CERTIFICATES OF OBLIGATION

SERIES 2005

MATURITY DATE INTEREST RATE ORIGINAL IS SUE DATE CUSIP
% SEPTEMBER 1,2005

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

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

DOLLARS

and to pay interest thereon, from the Original Issue Date specified above, to the Maturity Date
specified above, or the date of its redemption prior to scheduled maturity, at the interest rate per
annum specified above, with said interest payable on March 1, 2006, and semiannually on each
September 1 and March 1 thereafter; except that if this Certificate is required to be authenticated
and the date of its authentication is later than March 1, 2006, such interest is payable semianmally
on each September 1 and March 1 following such date.

THE PRINCIPAL OF AND INTEREST ON this Certificate are payable in lawful money
of the United States of America, without exchange or collection charges. The principal of this
Certificate shall be paid to the registered owner hereof upon presentation and surrender of this
Certificate at maturity or redemption prior to maturity at the designated corporate trust office in

, (the "Designated Payment/Transfer Office"), of , which is
the "PayingAgent/Registrar" forthis Certificate. The payment of irterest on this Certificate shall
be made by the Paying Agent/Registrar to the registered owner hereof on each interest payment
date by check, dated as of such interest payment date, drawn by the Paying Agent/Registrar on,
and payable solely from, funds of the Issuer required by the ordinance authorizing the issuance of
this Certificate (the "Certificate Ordinance") to be on deposit wkh the Paying Agent/Registrar for
such purpose as hereinafter provided; and such check shall be sent by the Paying Agent/Registrar
by United States mail, first-class, postage prepaid, on each such interest payment date, to the
registered owner hereof at its address as k appeared on the fifteenth day of the month preceding
each such date (the "Record Date") on the Registration Books kept by the Paying



Agent/Registrar, as hereinafter described. Any accrued interest due at maturity as provided herein
shall be paid to the registered owner upon presentation and surrender of this Certificate for
payment at the Designated Payment/Transfer Office of the Paying Agent/Registrar. The Issuer
covenants with the registered owner of this Certificate that on or before each principal and
interest payment date for this Certificate it will make available to the Paying Agent/Registrar,
from the "Interest and Sinking Fund" created by the Certificate Ordinance, the amounts required
to provide for the payment, in immediately available funds, of all principal of, premium, if any, and
interest on the Certificates, when due. All Certificates of this Series are issuable solely as fully
registered certificates, without interest coupons, in any integral multiple of $5,000 (an
"Authorized Denomination").

IN THE EVENT OF NON-PAYMENT of interest on a scheduled payment date, and for
30 days thereafter, a new record date for such interest payment (a "Special Record Date") will be
established by the Paying Agent/Registrar, if and when funds for the payment of such interest
have been received from the Issuer. Notice of the Special Record Date and of the scheduled
payment date of the past due interest ("Special Payment Date", which shall be 15 days after the
Special Record Date) shall be sent at least five business days prior to the Special Record Date by
United States mail, first-class postage prepaid, to the address of each registered owner of a
Certificate appearing on the Registration Books kept by the Paying Agent/Registrar at the close
of business on the last business day next preceding the date of mailing of such notice.

IF THE DATE for the payment of the principal of, premium, if any, a interest on this
Certificate shall be a Saturday, Sunday, a legal holiday, or a day on which banking institutions in
the city where the Designated Payment/! ransfer Office of the Paying Agent/Registrar is located
are authorized by law or executive order to cbse, then the date for such payment shall be the next
succeeding day which is net such a Saturday, Sunday, legal holiday, or day on which banking
institutions are authorized to close; and payment on such date shall have the same force and effect
as if made on the original date payment was due.

THIS CERTIFICATE is one of aSeries of Certificates dated as of the Original Issue Date
stated above, authorized in accordance with the Constitution and laws of the State of Texas in the
principal amount of $7,185,000, FOR THE PURPOSE OF PROVIDING PART OF THE
FUNDS FOR PAYING CONTRACTUAL OBLIGATIONS TO BE INCURRED BY THE
CITY, TO-WIT. MAKING AND ACQUIRING VARIOUS PUBLIC IMPROV EMENTS FOR
THE CITY, AS DESCRIBED IN THE CERTIFICATE ORDINANCE, AND THE PAYMENT
OF FISCAL, ENGINEERING AND LEGAL FEES INCURRED IN CONNECTION
THEREWITH.

ON SEPTEMBER 1, 2015, or on any date thereafter, the Certificates of this Series
maturing on September 1, 2016 and thereafter may be redeemed prior to their scheduled
maturities, at the option of the Issuer, in whole, or in part, at par and accrued interest to the date
freed for redemption. The years of maturity of the Certificates called for redemption at the option
of the City prior to stated maturity shall be selected by the City. The Certificates or portions
thereof redeemed within a maturity shall be selected by lot or other method by the Paying
Agent/Registrar; provided, that during any period in which ownership of the Certificates is



determined only by a book entry at a securities depository for the Certificates, if fewer than all of
the Certificates of the same maturity and bearing the same interest rate are to be redeemed, the
particular Certificates of such maturity and bearing such interest rate shall be selected in
accordance w kh the arrangements betw een the Issuer and the securities depository.

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

AS PROVIDED IN THE CERTIFICATE ORDINANCE, this Certificate may, at the
request of the registered owner or the assignee or assignees hereof; be assigned, transferred, and
exchanged for a like aggregate principal amount of fully registered certificates, without interest
coupons, payable to the appropriate registered owner, assignee, or assignees, as the case may be,
having the same maturity date, and bearing interest at the same rate, in any Authorized
Denomination as requested in writing by the appropriate registered owner, assignee, or assignees,
as the case may be, upon surrender of this Certificate to the Paying Agent/Registrar at its
Designated Payment/Transfer Office for cancellation, all in accordance with the form and
procedures set forth in the Certificate Ordinance. Among other requirements for such assignment
and transfer, this Certificate must be presented and surrendered to the Paying Agent/Registrar at
its Designated Paymertfl'ransfer Office, together with proper instruments of assignment, in form
and with guarantee of signatures satisfactory to the Paying Agent/Registrar, evidencing
assignment of this Certificate or any portion or portions hereof in any Authorized Denomination
to the assignee or assignees in whose name or names this Certificate or any such portion or
portions hereof is or are to be transferred and registered. The form of Assignment printed or
endorsed on this Certificate may be executed by the registered owner to evidence the assignment
hereof but such method is not exclusive, and other instruments of assignment satisfactory to the
Paying Agent/Registrar may be used to evidence the assignment of this Certificate or any portion
or portions hereof fiom time to time by the registered owner. The foregoing notwithstanding, in
the case of the exchange of an assigned and transferred Certificate or Certificates or any portion



or portions thereof, such fees and charges of the Paying Agent/Registrar will be paid by the
Issuer. The one requesting such exchange shall pay the Paying Agent/Registrars reasonable
standard or customary fees and charges for exchanging any Certificate or portion thereof In any
circumstance, any taxes or governmental charges required to be paid with respect thereto shall be
paid by the one requesting such assignment, transfer, or exchange as a condition precedent to the
exercise of such privilege. In any circumstance, neither the City nor the Paying Agent/Registrar
shall be required to transfer or exchange any Certificate so selected for redemption, in whole or in
part, w ithin 45 calendar days of the date fixed for redemption; provided, how ever, such limitation
of transfer shall not be applicable to an exchange by the registered owner of the uncalled principal
of a Certificate.

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

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

IT IS HEREBY certified, recited and covenanted that this Certificate has been duly and
vaJidly authorized, issued, and delivered; that all acts, conditions, and things required or proper to
be performed, exist, and be done precedent to or in the aut horizaiion, issuance, and delivery of
this Certificate have been performed, existed, and been done in accordance with law; thai this
Certificate is a direct obligation of said Issuer, issued on the full faith and credit thereof, that
annual ad valorem taxes sufficient to provide for the payment of the interest on and principal of
this Certificate, as such interest comes due and such principal matures, have been levied and
ordered to be levied against all taxable property in said Issuer, and have been pledged for such
payment, within the Emits prescribed by law, and that a limited pledge (not to exceed $1,000) of
the surplus revenues from the operation of the City's solid waste disposal system remaining after
payment of all operation and maintenance expenses thereof and any other obligations heretofore
or hereafter incurred to which such revenues have been or shall be encumbered by a ien on and
pledge of such revenues superior to the lien on and pledge of such revenues to the Certificates,
have been pledged as additional security for the Certificates.

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



IN WITNESS WHEREOF, this Certificate has been duly executed on behalf of the City,
under it s official seal, in accordance w ith law.

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

(SEAL)



FORMOFPAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

PAY IN G AGEN T/REG IS TRAR'S AU TH EN TICATIO N CERTIFICATE

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

Dated

Pay mg Agent/Registrar

By
Authorized Representative



*FORM OF COMPTROLLER'S CERTIFICATE ATTACHED TO
TOE CERTIFICATES UPON INITIAL DELIVE RY THEREOF

OFFICE OF COMPTROLLER :
REGISTERNO.

STATE OF TEX AS :

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

WnNES S MY H AND an d seal of office at Austin, Texas this .

Comptroller of Public Accounts of
(SEAL) the State of Texas

NOTE:
*1Jto accompany initial certificates only



FORM OF ASSIGNMENT:

ASSIGNMENT

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

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

(P lease print or typew rit e name and address, including zip code of Transferee)

the within Certificate of Obligation and all rights thereunder, and hereby irrevocably constitutes

and appoints attor ney to

register the transfer of the within Certificate of Obligation on books kept for registration thereof;

with fUD power of substitution in the premises.

Dated:

Signature Guaranteed:

NOTICE: Signature(s) must be guaranteed NOTICE: The signature above must
by a member firm of the New York Stock correspond with the name of the Registered
Exchange or a commercial bank or trust Owner as it appears upon the front of this
company. Certificate in every particular, without

alteration or enlargement or any change
w hatsoever.

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



Exhibits
to

Ordinance

DESCRIPTION OF ANNUAL FINANCIAL INFORMATION

The following information is referred to in Sect ion 18 of this Ordinance.

Annual Financial Statements and Operating Data

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

The quantitative financial information and operating data with respect to the City of the
general type included in the main text of the Official Statement under the subcaptions: "Tax
Valuation" with respect to the appraised value as of January 1 during the fiscal year as to which
such annual report relates; "Current Investments"; "Valuation and Funded Debt History"; "Tax
Rates, Levy and Collection History"; "Ten Largest Taxpayers"; "Property Tax Rate Distribution";
"General Fund Revenues and Expenditures and Changes in Fund Balance11; "Municipal Sales
Tax"; and "Transfers from UtilityFund".

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

Accounting Principles

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



ATTACHMENTA

FINANCIAL POLICIES

POLICY

1. It Is the City's priority to fund capital expenditures with cash or voter approved debt. However, non-
voter approved debt may be used for capital expenditures as an alternative to lease/purchase or
other financing options if capital expenditure Is:

Urgent,
Unanticipated,
Necessary to prevent an economic loss to the City,
Revenue generating, resulting In an economic gain to the City within a reasonable time, or
Approved and budgeted for financing In the annual budget, and
Non-voter approved debt Is the most cost effective option available.

STATUS

The projects were Included in the 2004-2005 Amended Capital Budget or are Included In the
proposed 2005-2006 Capital Budget. Certificates of Obligation provide the most cost-effective option
available.

POLICY

2. TTie average maturity of non-voter approved debt shall not exceed the average life of the capital
items financed.

STATUS

It Is anticipated that this Issue of Certificates of Obligation will have an average maturity of less than
thirteen years. The minimum life of the projects is in excess of thirteen years.

POLICY

3. Capital Items financed with non-voter approved debt shall have a value of at least $10,000 and life of
at least four years.

STATUS

All Hems are In compliance.



ATTACHMENT B

PROJECTS PROPOSED FOR FINANCING

Description Approximate Cost Useful Life

1. Motorola Office Building Purchase $ 4,975,000 20 years
2. Colony Park Recreation Center 2,000,000 20 years
3. Harris Branch Developer Reimburseables 210.000 20 years

$7,185,000

Of the $7,185,000 that Is being Issued, $2,210,000 will be paid from the tax-supported debt service fund.
The remaining $4,975,000 will be funded by transfers from the operating funds.


