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with certain covenants contained in the Twenty-Eighth Supplement described in this document, interest on the Bonds will be
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(Travis, Williamson and Hays Counties)
Water and Wastewater System Revenue Refunding Bonds, Series 2017

Dated: Date of Initial Delivery Due: November 15, as shown on page ii of this document

The bonds offered in this document are the $311,100,000 City of Austin, Texas Water and Wastewater System Revenue
Refunding Bonds, Series 2017 (the “Bonds”). The Bonds represent the twenty-eighth encumbrance to be issued or incurred as
“Parity Water/Wastewater Obligations” pursuant to an ordinance (the “Master Ordinance”) adopted by the City Council of the City
of Austin, Texas (the “City”), on June 8, 2000, and are authorized and being issued in accordance with a supplemental ordinance
adopted by the City Council of the City on June 22, 2017 (the “Twenty-Eighth Supplement”). The Master Ordinance and Twenty-
Eighth Supplement are collectively referred to in this document as the “Bond Ordinance.” The Twenty-Eighth Supplement delegated
to a designated “Pricing Officer” the authority to effect the sale of the Bonds, subject to the terms of the Twenty-Eighth Supplement.
See “INTRODUCTION?” in this document. The Master Ordinance contains the terms for the issuance of Parity Water/Wastewater
Obligations and the covenants and security provisions related thereto. The City also has outstanding Prior First Lien Obligations
and Prior Subordinate Lien Obligations, which are secured by joint and several pledges of the net revenues of both the Water and
Wastewater System and Electric Utility System. The City must comply with the covenants and security provisions related to the Prior
First Lien Obligations and Prior Subordinate Lien Obligations while such obligations remain outstanding. The Master Ordinance
prohibits the issuance of additional revenue obligations secured by joint and several pledges of the net revenues of both the Water
and Wastewater System and the Electric Utility System such as Prior First Lien Obligations or Prior Subordinate Lien Obligations.
Commercial Paper Obligations having a combined pledge of Electric Utility System and Water and Wastewater System net revenues
may continue to be issued on a subordinate lien basis to the Parity Water/Wastewater Obligations. The Bonds are special obligations
of the City, payable as to both principal and interest solely from and, together with the Previously Issued Parity Water/Wastewater
Obligations and Outstanding Prior Subordinate Lien Obligations, equally and ratably secured by a lien on and pledge of the Net
Revenues of the Water and Wastewater System (subject to the prior claim and lien on the Net Revenues of the Water and Wastewater
System to the payment and security of the Outstanding Prior First Lien Obligations), as provided in the Master Ordinance and the
Twenty-Eighth Supplement. Additionally, the Bonds and Previously Issued Parity Water/Wastewater Obligations referenced above
are equally and ratably secured by a parity lien on the funds, if any, deposited to the credit of the Debt Service Fund (excluding any
funds on deposit in the BAB Subsidy Subaccount, which was established for the exclusive benefit of the owners of the City’s Water
and Wastewater System Revenue Refunding Bonds, Taxable Series 2010B (Direct Subsidy — Build America Bonds)). The Bonds do
not constitute a legal or equitable pledge, charge, lien or encumbrance upon any property of the City or the Water and Wastewater
System, except with respect to the Net Revenues. The holders of the Bonds do not have any right to moneys or other Reserve Fund
Obligations held in the Reserve Fund. See “SECURITY FOR THE BONDS - Reserve Fund for Parity Water/Wastewater Obligations”
in this document. Neither the taxing power of the City nor the taxing power of the State of Texas (the “State”) is pledged as security
for the Bonds. See “Security for the Bonds” in this document.

MATURITY SCHEDULE

See “Maturity Schedule” on page ii

The Bonds are issuable only in fully registered form in the denomination of $5,000 or any integral multiple thereof within a
maturity. Interest on the Bonds shall accrue from the date of initial delivery of the Bonds and shall be payable on November 15, 2017
and each May 15 and November 15 thereafter until maturity or prior redemption. Interest to be paid on the Bonds will be calculated
on the basis of a 360-day year consisting of twelve 30-day months. The Bonds will be registered in the name of Cede & Co., as nominee
of The Depository Trust Company, New York, New York (“DTC”). DTC will act initially as securities depository for the Bonds, and
individual purchases of the Bonds will be made in book-entry form only. See “DESCRIPTION OF THE BONDS” in this document.

The Bonds are offered for delivery when, as, and if issued and subject, among other things, to the opinions of the Attorney
General of Texas and McCall, Parkhurst & Horton L.L.P., Bond Counsel for the City, as to the validity of the issuance of the Bonds
under the Constitution and laws of the State. (See APPENDIX E - “Form of Bond Counsel’s Opinion” in this document). Certain legal
matters will be passed upon for the Underwriters by their counsel, Haynes & Boone, LLP. The Bonds are expected to be available
for delivery on or about August 22, 2017.

Goldman Sachs & Co. LLC
Morgan Stanley Ramirez & Co., Inc.
BAIRD Siebert Cisneros Shank & Co. L.L.C.



CITY OF AUSTIN, TEXAS
$311,100,000 Water and Wastewater System Revenue Refunding Bonds, Series 2017
Base CUSIP No. 0524762 (1)

MATURITY SCHEDULE
Principal Interest  Initial CUSIP Principal Interest Initial ~ CUSIP
Maturity Date Amount Rate Yield Suffix (1) Maturity Date Amount Rate Yield Suffix (1)
11-15-2020  $ 14,295,000 5.000%  1.080% E7 11-15-2029  § 22,200,000 (2) 5.000% 2.400% QO
11-15-2021 15,025,000 5.000% 1.230% F4 11-15-2030 4,445,000 (2) 5.000% 2.530%  R8
11-15-2022 11,300,000 5.000%  1.360% G2 11-15-2031 4,670,000 (2) 5.000% 2.590%  S6
11-15-2023 13,005,000 5.000%  1.520% HO 11-15-2032 4,905,000 (2) 5.000% 2.660% T4
11-15-2024 15,205,000 5.000%  1.700% J6 11-15-2033 5,165,000 (2) 5.000% 2.720% U1
11-15-2025 18,325,000 5.000%  1.890% K3 11-15-2034 5,425,000 (2) 5.000% 2.750% V9
11-15-2026 6,000,000 2.500%  2.060% M9 11-15-2035 13,870,000 (2) 5.000% 2.770% W7
11-15-2026 13,185,000 5.000%  2.060% L1 11-15-2036 14,525,000 (2) 5.000% 2.800% X5
11-15-2027 20,090,000 5.000%  2.160% N7 11-15-2037 15,185,000 (2) 5.000% 2.820% Y3

11-15-2028 19,900,000 (2) 5.000%  2.280% P2

$48,620,000 Term Bond due November 15, 2042; Rate 5.000%; Initial Yield 2.930% (2), CUSIP 052476270
$25,760,000 Term Bond due November 15, 2046; Rate 5.000%; Initial Yield 2.980% (2), CUSIP 0524763A4

(Interest to accrue from Date of Initial Delivery)
Optional Redemption of the Bonds
The City reserves the right, at its option, to redeem Bonds maturing on or after November 15, 2028, in whole or in part,
in the principal amounts of $5,000 or any integral multiple thereof on November 15, 2027, or any date thereafter, at the
par value plus accrued interest to the date fixed for redemption. “DESCRIPTION OF THE BONDS — Optional
Redemption of the Bonds.”
Mandatory Sinking Fund Redemption of the Bonds
The Bonds having stated maturities of November 15, 2042 and November 15, 2046, respectively, are subject to mandatory

redemption prior to maturity in part, in the manner described in this document under “DESCRIPTION OF THE
BONDS - Mandatory Sinking Fund Redemption of the Bonds.”

(1) CUSIP is a registered trademark of the American Bankers Association. CUSIP data in this document is provided by CUSIP Global
Services, managed by S&P Global Market Intelligence on behalf of the American Bankers Association. This data is not intended
to create a database and does not serve in any way as a substitute for the CUSIP services. CUSIP numbers are provided for
convenience of reference only. None of the City, the Financial Advisor, or the Underwriters take any responsibility for the accuracy
of such numbers.

(2) Initial yield calculated based upon the assumption that the Bonds maturing on or after November 15, 2028 will be called on the
first optional call date of November 15, 2027 at a redemption price of par plus accrued interest to the redemption date.
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CITY OF AUSTIN

Elected Officials
Term Hxpires Jan. 5
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On September 1, 2016, the Austin City Council appointed Ms. Flaine Hart to the position of Interim City Manager,
effective October 31, 2016, following the resignation of former City Manager Marc Ott. Mr. Greg Canally was appointed
Interim Chief Financial Officer, also effective October 31, 2016.

BOND COUNSEL DISCLOSURE COUNSEL FOR THE CITY
McCall, Parkhurst & Horton L.L.P. Norton Rose Fulbright US LLP
Austin and Dallas, Texas Austin and Dallas, Texas
FINANCIAL ADVISOR INDEPENDENT AUDITORS
PFM Financial Advisors LL.C Deloitte & Touche LLLP
Austin, Texas Austin, Texas

For additional information regarding the City, please contact:

Art P. Alfaro Dennis P. Waley

Treasurer PFM Financial Advisors LLC
City of Austin 221 West 6™ Street

700 Lavaca, Suite 940 Suite 1900

Austin, TX 78701 Austin, TX 78701

(512) 974-7882 (512) 614-5323
art.alfaro@austintexas.gov walevd@pfm.com
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SELECTED FINANCIAL INFORMATION
Combined Electric Utility and Water and Wastewater Systems

The selected financial information below presents selected historical information related to the Electric Utility System and
the Water and Wastewater System of the City, presented on a combined basis. The financial information for the fiscal
years ended September 30, 2013 through 2016 is derived from the City’s audited financial statements. This information
should be read in conjunction with the information included in APPENDIX B — “AUDITED FINANCIAL
STATEMENTS”.

Operating Summary

12 Months
Ended 016 015 201 013
12-31-2016(2)
Combined Gross Revenues $1,963,512 $1,941,815 $1,876,350 $1,848,012 $1,772,129
Ezgle]:f;d Maintenance and Operating 1,216,833 1,207,225 1,186,590 1,246,865 1,137,184
Combined Net Revenues $ 746,679 $ 734,590 $ 689,760 $ 601,147 $ 634945
Principal and Interest on Revenue Bonds (1) $ 33,461 $33,867 $ 33,112 $ 16,137 $ 76,067
Debt Service Coverage on Revenue Bonds (1) 22.32x 21.69x 20.83x 37.25x 8.35x

(1) Prior First Lien Obligations and Prior Subordinate Lien Obligations only, which are the only outstanding
obligations, other than the outstanding Commercial Paper Obligations, secured by a pledge of the combined Net
Revenues of both the Electric Utility System and the Water and Wastewater System.

(2) See “OTHER RELEVANT INFORMATION - Independent Auditors” in this document.

[The remainder of this page is intentionally left blantk.]

iv



Water and Wastewater System Only

The selected financial information below presents selected historical information related to the Water and Wastewater
System of the City. The financial information for the fiscal years ended September 30, 2013 through 2016 is derived from
the City’s audited financial statements. This information should be read in conjunction with the audited financial
statements included in APPENDIX B — “AUDITED FINANCIAL STATEMENTS”.

Operating Summary

12 Months
Ended 2016 2015 2014 2013
12-31-2016(3)

Gross Revenues $568,078 $563,066 $ 517,253 $ 472,717 $ 477,013
Maintenance and Operating Expenditures 221,876 217,457 208,307 218,071 209,890
Net Revenues 346,202 345,609 308,946 $ 254,646 $ 267,123
Principal and Interest on Prior First Lien/Prior

Subordinate Lien Obligations (1) $14,021 $14,125 $ 22366 $§ 8473 $ 30,718
Net Revenues Available for Parity Water/Wastewater

Obligations (2) $332,181 $331,484 $ 286,580 $ 246,173 $ 236,405
Principal and Intetest on Parity Water/Wastewater

Obligations $182,972 $170,624 198,944 $ 195,673 $ 158,294
Debt Service Coverage Parity Water/Wastewater

Obligations (2) 1.82x 1.94x 1.44x 1.26x 1.49x

(1) Represents only the portion of Prior First Lien Obligations and Prior Subordinate Lien Obligations allocated to the
Water and Wastewater System.

(2) The Bonds, the Previously Issued Parity Water/Wastewater Obligations, and any additional Parity Water/Wastewater
Obligations issued in the future under the Master Ordinance are (a) “Separate Lien Obligations” under the Prior Lien
Ordinance (as defined herein) and (b) equally and ratably secured, together with the Prior Subordinate Lien
Obligations, by the Net Revenues of the City’s Water and Wastewater System.

(3) See “OTHER RELEVANT INFORMATION - Independent Auditors” in this document.

[The remainder of this page is intentionally left blantk.]



THE COVER PAGE CONTAINS CERTAIN INFORMATION FOR GENERAL REFERENCE ONLY AND IS
NOT INTENDED AS A SUMMARY OF THIS OFFERING. INVESTORS SHOULD READ THE ENTIRE
OFFICIAL STATEMENT, INCLUDING ALL SCHEDULES AND APPENDICES ATTACHED TO THIS
OFFICIAL STATEMENT, TO OBTAIN INFORMATION ESSENTIAL TO MAKING AN INFORMED
INVESTMENT DECISION.

No dealer, salesman or any other person has been authorized by the City or by the Underwriters to give any information
or to make any representations, other than the information and representations contained in this document, in connection
with the offering of the Bonds, and, if given or made, such information or representations must not be relied upon as
having been authorized by the City or the Underwriters. This Official Statement does not constitute an offer to sell or the
solicitation of an offer to buy, nor shall there be any sale of, any of the Bonds by any person in any jurisdiction in which
it is unlawful for such person to make such offer, solicitation or sale.

The information and expressions of opinion contained in this document are subject to change without notice and neither
the delivery of this Official Statement nor any sale made that references this document shall, under any circumstances,
create any implication that there has been no change in the affairs of the City since the date of this document. The delivery
of this Official Statement at any time does not imply that the information in this document is correct as to any time
subsequent to its date. See “CONTINUING DISCLOSURE OF INFORMATION?” in this document for a description
of the City’s undertaking to provide certain information on a continuing basis.

THE BONDS ARE EXEMPT FROM REGISTRATION WITH THE UNITED STATES SECURITIES AND
EXCHANGE COMMISSION (“SEC”) AND CONSEQUENTLY HAVE NOT BEEN REGISTERED WITH THE
SEC. THE REGISTRATION, QUALIFICATION, OR EXEMPTION OF THE BONDS IN ACCORDANCE WITH
APPLICABLE SECURITIES LAW PROVISIONS OF THE JURISDICTION IN WHICH THE BONDS HAVE
BEEN REGISTERED, QUALIFIED OR EXEMPTED FROM REGISTRATION SHOULD NOT BE REGARDED
AS A RECOMMENDATION FOR THE PURCHASE OF THE BONDS.

CUSIP numbers have been assigned to this issue by the CUSIP Service Bureau, and none of the City, PFM Financial
Advisors LLC or the Underwriters are responsible for the selection or correctness of CUSIP numbers.

None of the City, PFM Financial Advisors LLC, or the Underwriters make any representation regarding the information
contained in this Official Statement regarding DTC or its book-entry-only system, as such information has been furnished
by DTC. Neither the City nor PFM Financial Advisors LLC make any representations regarding the information
concerning the Underwriters contained in this document in “OTHER RELEVANT INFORMATION — Underwriting.”

This Official Statement contains “forward—looking” statements within the meaning of Section 21E of the Securities
Exchange Act of 1934, as amended. Such statements may involve known and unknown risks, uncertainties and other
factors which may cause the actual results, performance and achievements to be different from the future results,
performance and achievements expressed or implied by such forward-looking statements. Investors are cautioned that
the actual results could differ materially from those set forth in the forward-looking statements. See “OTHER
RELEVANT INFORMATION - Forward-Looking Statements” in this document.

The Underwriters have provided the following sentence for inclusion in this Official Statement: The Underwriters have
reviewed the information in this Official Statement in accordance with and as part of their respective responsibilities to
investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the Underwriters
do not guarantee the accuracy or completeness of such information.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVER-ALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE BONDS AT A LEVEL
ABOVE THAT WHICH MIGHT PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED,
MAY BE DISCONTINUED AT ANY TIME.

NEITHER THE SEC NOR ANY STATE SECURITIES COMMISSION HAS APPROVED OR DISAPPROVED OF

THE BONDS OR PASSED UPON THE ADEQUACY OR ACCURACY OF THIS DOCUMENT. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

vi
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OFFICIAL STATEMENT

Relating to

$311,100,000
CITY OF AUSTIN, TEXAS

(Travis, Williamson and Hays Counties)
Water and Wastewater System Revenue Refunding Bonds, Series 2017

INTRODUCTION

This Official Statement, which includes the cover page and the appendices, is being furnished in connection with the
proposed issuance by the City of Austin, Texas (the “City”), of its $311,100,000 City of Austin, Texas Water and
Wastewater System Revenue Refunding Bonds, Series 2017 (the “Bonds”). The Bonds are authorized to be issued
pursuant to the authority conferred by the laws of the State of Texas (the “State”), an ordinance adopted by the City
Council of the City on June 8, 2000 (the “Master Ordinance”) providing the terms upon which Parity Water/Wastewater
Obligations (as defined in the Master Ordinance) are to be issued and the covenants and secutity provisions related thereto,
and a supplemental ordinance adopted by the City Council of the City on June 22, 2017 (the “Twenty-Eighth
Supplement”). The Master Ordinance and the Twenty-Eighth Supplement are collectively referred to in this document as
the “Bond Otdinance.” The Twenty-Eighth Supplement delegated to a designated “Pricing Officer” the authority to
effect the sale of the Bonds, subject to the terms of the Twenty-Eighth Supplement. Capitalized terms not otherwise
defined in this document have the meanings assigned in the Bond Ordinance or the Prior Lien Ordinance
(hereinafter defined), as applicable (see APPENDICES C and D in this document).

The City is not permitted to issue any additional Prior First Lien Obligations or Prior Subordinate Lien Obligations, but
must comply with the covenants contained in the bond ordinances authorizing the issuance of such obligations
(collectively, the “Prior Lien Ordinance”) while such obligations are outstanding. A copy of the Master Ordinance is
attached to this document as APPENDIX C, and a summary of certain provisions of the Prior Lien Ordinance is attached
to this document as APPENDIX D. All descriptions of documents contained in this document are only summaries and
are qualified in their entirety by reference to each such document.

References to website addresses presented in this document are for informational purposes only and may be in the form
of a hyperlink solely for the readet’s convenience. Unless otherwise specified in this document, references to websites and
the information or links contained therein are not incorporated into, and are not part of, this document.

The Bonds represent the twenty-eighth encumbrance to be issued or incurred as Parity Water/Wastewater Obligations
under the Master Ordinance. The City has issued, and there currently remain outstanding, certain Prior First Lien
Obligations, Prior Subordinate Lien Obligations and Commercial Paper Obligations secured by a joint and several pledge
of the net revenues of the City’s Water and Wastewater System and the Electric Utility System. Pursuant to the Master
Ordinance, no additional Prior First Lien Obligations or Prior Subordinate Lien Obligations may be issued. Commercial
Paper Obligations having a combined pledge of Water and Wastewater System and Electric Utility System net revenues
may continue to be issued on a subordinate lien basis to the Parity Water/Wastewater Obligations. As of May 31, 2017,
there is $18,625,434 in aggregate principal amount of Prior First Lien Obligations outstanding, with the final maturity of
the outstanding Prior First Lien Obligations occurring on May 15, 2019. As of May 31, 2017, there is $109,920,696 in
aggregate principal amount of Prior Subordinate Lien Obligations outstanding, with the final maturity of the outstanding
Prior Subordinate Lien Obligations occurring on May 15, 2025. See “DEBT PAYABLE FROM SYSTEMS
REVENUES?” in this document.

In the Prior Lien Ordinance, the City also reserved the right to issue, and the City did issue, obligations referred to therein
as Separate Lien Obligations, which were secured by a lien on and pledge of Net Revenues of the Water and Wastewater
System on a parity with the Parity Water/Wastewater Obligations. Such Previously Issued Separate Lien Obligations (as
defined in the Master Otdinance) are no longer outstanding. The Bonds, the Previously Issued Parity Water/Wastewater
Obligations and any additional Parity Water/Wastewater Obligatons issued in the future under the Master Ordinance
constitute “Separate Lien Obligations” under the Prior Lien Ordinance and are equally and ratably secured, together with
the Prior Subordinate Lien Obligations, by the Net Revenues of the City’s Water and Wastewater System. See “SECURITY
FOR THE BONDS — Pledges of Net Revenues” in this document.



At such time as the Prior First Lien Obligations and the Prior Subordinate Lien Obligations have been fully paid or
discharged in a manner that such obligations are no longer deemed to be outstanding under the terms of their respective
ordinances and by law, all revenue obligations secured by a pledge of Net Revenues of the Water and Wastewater System
cither shall be Parity Water/Wastewater Obligations or obligations subordinate to the Patity Water/Wastewater
Obligations (such as the Commercial Paper Obligations), shall be payable only from and secured only by a lien on a pledge
of the Net Revenues of the Water and Wastewater System and the revenues deposited to the credit of the accounts and
funds maintained in the ordinances providing for their issuance. The Master Ordinance governs the issuance of Parity
Water/Wastewater Obligations and contains covenants and security provisions related thereto. The City must comply
with the Prior Lien Ordinance while the Prior First Lien Obligations and the Prior Subordinate Lien Obligations remain
outstanding. No assurances can be given as to when or if such obligations will be defeased or paid prior to their stated
maturities so as to allow the Parity Water/Wastewater Obligations (including the Bonds) to be secured by and payable
from an effective first lien on the Net Revenues of the Water and Wastewater System. See “SECURITY FOR THE
BONDS - Credit Agreement — 2008 Variable Rate Bonds” in this document for a discussion of the treatment of the City’s
obligations under an intetest rate swap agreement as a Parity Water/Wastewater Obligation.

The City has also issued revenue obligations secured solely by the net revenues of the Electric Utility System pursuant to a
master ordinance, the terms and provisions of which differ substantially from those of the Master Ordinance.

PLAN OF FINANCING
Refunding

The Bonds are being issued in part to refund $125,000,000 in aggregate principal amount of the City’s outstanding
Commercial Paper Obligations issued for the Water and Wastewater System (the “Refunded Notes”), thereby restoring the
City’s available capacity under its commercial paper note program. Proceeds from the Bonds in an amount equal to the
principal amount of the Refunded Notes will be deposited with U.S. Bank National Association, New York, New York, as
issuing and paying agent for the Refunded Notes. Any interest due upon the maturity of the Refunded Notes is expected
to be paid from available Water and Wastewater System revenues.

Additionally, the Bonds are being issued in part to refund $228,800,000 in aggregate principal amount of the City’s currently
outstanding Parity Water/Wastewater Obligations desctibed in APPENDIX F — “SUMMARY OF REFUNDED
BONDS” in this document (the “Refunded Bonds”). The remaining proceeds of the Bonds will be used to pay the costs
of issuance of the Bonds. The purpose of refunding the Refunded Bonds is to effect debt service savings. See “SOURCES
AND USES OF FUNDS” in this document.

The Refunded Bonds, and interest due on the Refunded Bonds, are to be paid on their scheduled interest payment dates
and the maturity or redemption dates of such Refunded Bonds from funds to be deposited pursuant to that certain Escrow
Agreement (the “Escrow Agreement”) between the City and U.S. Bank National Association (the “Escrow Agent”). The
Twenty-Eighth Supplement provides that a portion of the proceeds of the sale of the Bonds, together with other lawfully
available funds of the City, will be deposited with the Escrow Agent in an amount necessary to accomplish the discharge
and final payment of the Refunded Bonds. Such funds will be held by the Escrow Agent in a special escrow account (the
“Escrow Fund”) and used to purchase a portfolio of securities authorized by Section 1207.062, Texas Government Code,
which authorizes securities, including direct noncallable obligations of the United States, including obligations that are
unconditionally guaranteed by the United States, and noncallable obligations of an agency or instrumentality of the United
States rated as to investment quality by a nationally recognized investment rating firm not less than “AAA” or its equivalent
(the “Escrowed Securities”) to be held in the Escrow Fund. Under the Escrow Agreement, the Escrow Fund is irrevocably
pledged to the payment of the principal of and interest on the Refunded Bonds.

The Arbitrage Group, Inc. (the “Verification Agent”), a nationally recognized accounting firm, will verify at the time of
delivery of the Bonds the mathematical accuracy of the schedules that demonstrate that the Escrowed Securities will
mature and pay interest in such amounts which, together with uninvested funds, if any, in the Escrow Fund, will be
sufficient to pay, when due, the principal of and interest on the Refunded Bonds. Such maturing principal of and interest
on the Escrowed Securities, and other uninvested funds in the Escrow Fund will not be available to pay the debt service
on the Bonds. See “OTHER RELEVANT INFORMATION - Verification of Arithmetical and Mathematical
Calculations” in this document.



By the deposit of the Escrowed Securities and cash with the Escrow Agent pursuant to the Escrow Agreement, the City
will have entered into firm banking and financial arrangements for the discharge and final payment of the Refunded Bonds,
in accordance with applicable law. As a result of such firm banking and financial arrangements, the Refunded Bonds will
be outstanding only for the purpose of receiving payments from the Escrowed Securities and cash held for such purpose
by the Escrow Agent, and the Refunded Bonds will not be deemed outstanding for the purpose of any limitation on debt
or the pledge of Net Revenues.

SOURCES AND USES OF FUNDS

The sources and uses of funds for the Bonds, together with funds contributed by the City, are as follows.

Sources
Par Amount $ 311,100,000.00
Premium 62,394,185.95
City Contribution 3,289.310.94
Total $ 376,783,496.89
Uses:
Deposit with Paying Agent for Refunded Notes $ 125,000,000.00
Deposit to Escrow Fund for Refunded Bonds (1) 249,581,695.63
Cost of Issuance 895,051.38
Underwriters” Discount 1,306,749.88
Total $ 376,783,496.89

(1) Amount, together with investment earnings thereon, to pay principal of and interest on the Refunded Bonds
payable on and until the redemption date.

[The remainder of this page is intentionally left blank.]



DEBT PAYABLE FROM SYSTEMS REVENUES
(As of July 31, 2017)

Combined Utility Systems Obligations

Prior First Lien Obligations $18,625,434
Prior Subordinate Lien Obligations 109,920,696
Sub-Total $128,546,130
Parity Electric Utility Obligations (a) $1,126,395,000
Parity Water/Wastewater Obligations (b) $2,255,670,000
Commercial Paper (c) $124,747,000
General Obligation Debt (d) $10,306,950
Assumed MUD Obligations (e) $4,807,898
TOTAL ©$3,650,427,978

See “SECURITY FOR THE BONDS” in this document.

(@)
(o)
©

@
©

The Parity Electric Utility Obligations are payable from the net revenues of the Electric Utlity System only.
Includes the Bonds, but excludes the Refunded Bonds.

The City has a Tax-Exempt Commercial Paper Program in place for the combined utility systems in an amount not
to exceed $400,000,000 and a Taxable Commercial Paper Program for the combined utility systems in an amount not
to exceed $50,000,000. The obligations issued pursuant to each such program are referred to in this document
collectively as the “Commercial Paper Obligations.” The Commercial Paper Obligations and the reimbursement
obligations to the respective banks providing the direct pay letter of credit supporting the Commercial Paper
Obligations are payable from the Net Revenues of both the Electric Utility System and the Water and Wastewater
System after providing for the payment of the Prior First Lien Obligations, the Prior Subordinate Lien Obligations,
the Parity Electric Utility Obligations and the Parity Water/Wastewater Obligations. Austin Watet’s current Financial
Policy provides that the proceeds of Commercial Paper Obligations issued for the Water and Wastewater System can
only be utilized to finance (i) new water and wastewater plans, (if) capital expansions, (iii) growth-related projects, (iv)
routine capital improvements required for normal business operation, and/or (v) improvements to comply with local,
state and federal mandates or regulations. The Electric Utility System may utilize proceeds of Commercial Paper
Obligations for all improvements, excluding major nuclear and coal needs. Excludes the Refunded Notes.
Contractual Obligations and Public Improvement Bonds ate secured by City ad valorem taxes, but are currently being
paid from surplus Net Revenues of the Water and Wastewater System.

Assumed Municipal Utility District Bonds are secured by City ad valorem taxes, but are currently being paid from
surplus Net Revenues of the Water and Wastewater System.

[The remainder of this page is intentionally left blantk.]



DEBT SERVICE REQUIREMENTS
The Series 2017 Bonds

Fiscal Prior Total Prior First
Year Subordinate Lien & Prior Electric Utility Parity Water / Total Debt Service
Ending Prior First Lien Lien Obligations ~ Subordinate Lien Parity Obligations Wastewater Assumed MUD Payable From
9/30 Obligations (a) (a) Obligations Principal Interest (a) Obligations (a) (b) Obligations (a) (c) Systems Revenues
2017 - - - - - - 1,317,840 451,417 1,769,257
2018 62,050,000 18,383,013 80,433,013 - 11,254,208 81,023,426 130,839,916 648,483 304,199,045
2019 28,035,000 18,491,838 46,526,838 - 15,405,000 82,236,376 122,655,498 659,459 267,483,170
2020 21,090,425 21,090,425 - 15,405,000 88,664,540 156,952,605 661,645 282,774,215
2021 14,963,350 14,963,350 14,295,000 15,047,625 86,834,126 170,577,870 669,724 302,387,695
2022 20,964,250 20,964,250 15,025,000 14,314,625 87,825,724 165,881,101 663,681 304,674,382
2023 19,950,225 19,950,225 11,300,000 13,656,500 83,497,840 159,998,975 666,568 289,070,108
2024 19,666,450 19,666,450 13,005,000 13,048,875 84,262,955 166,067,500 664,896 296,715,676
2025 15,834,863 15,834,863 15,205,000 12,343,625 84,059,974 160,944,949 668,673 289,057,083
2026 18,325,000 11,505,375 86,644,774 153,451,001 604,005 270,530,155
2027 19,185,000 10,642,625 97,768,898 152,550,987 280,147,511
2028 20,090,000 9,735,750 97,556,236 158,891,211 286,273,196
2029 19,900,000 8,736,000 84,646,544 143,466,933 256,749,478
2030 22,200,000 7,683,500 71,221,830 136,354,377 237,459,707
2031 4,445,000 7,017,375 71,117,481 116,620,872 199,200,727
2032 4,670,000 6,789,500 61,551,196 102,256,800 175,267,495
2033 4,905,000 6,550,125 61,268,118 102,292,897 175,016,140
2034 5,165,000 6,298,375 57,081,010 102,244,078 170,788,464
2035 5,425,000 6,033,625 56,912,786 102,060,341 170,431,752
2036 13,870,000 5,551,250 56,898,190 93,407,606 169,727,046
2037 14,525,000 4,841,375 56,654,368 91,373,772 167,394,514
2038 15,185,000 4,098,625 56,512,829 79,446,392 155,242,845
2039 15,860,000 3,322,500 55,270,106 72,177,809 146,630,415
2040 16,550,000 2,512,250 31,494,251 72,044,829 122,601,330
2041 5,135,000 1,970,125 31,343,035 71,891,677 110,339,837
2042 5,400,000 1,706,750 30,947,500 60,607,500 98,661,750
2043 5,675,000 1,429,875 28,333,875 47,489,250 82,928,000
2044 5,965,000 1,138,875 29,412,125 35,787,875 72,303,875
2045 6,270,000 833,000 29,038,625 11,529,250 47,670,875
2046 6,595,000 511,375 29,110,000 11,515,875 47,732,250
2047 6,930,000 173,250 7,103,250
Total 90,085,000 149,344,413 239,429,413 311,100,000 219,556,958 1,859,188,737 3,152,697,585 6,358,550 5,788,331,243

(a) Debt outstanding as of July 31, 2017.
(b) Excludes the Refunded Bonds.
(¢) Assumed municipal utility district obligations are secured by City ad valorem taxes, but are currently being paid from surplus Net Revenues of the Water and Wastewater System.



SECURITY FOR THE BONDS
Pledges of Net Revenues

Prior First Iien Obligations/ Prior Subordinate Lien Obligations . . . The net revenues of both the City’s Electric Utility System
and Water and Wastewater System have been pledged, jointly and severally, (i) on a first lien basis to the payment and
security of the Prior First Lien Obligations and (ii) on a second lien basis to the payment and secutity of the Prior
Subordinate Lien Obligations. The outstanding Prior First Lien Obligations have maturities which extend through
May 15, 2019. The outstanding Prior Subordinate Lien Obligations have maturities which extend through May 15, 2025.
In the Prior Lien Ordinance, the City retained the right to issue “Separate Lien Obligations,” which are defined in the
Prior Lien Ordinance as obligations payable solely from the net revenues of either the Electric Utility System or the Water
and Wastewater System, but not both, and such payments for their retirement by the terms of the ordinance authorizing
their issuance are secured solely by a lien on and pledge of the net revenues of the Electric Utility System or the net
revenues of the Water and Wastewater System, but not both, of equal dignity with the lien on and pledge of said net
revenues securing the payment of the Prior Subordinate Lien Obligations.

DParity Water/Wastewater Obligations . . . The Bonds are Separate Lien Obligations under the terms of the Prior Lien
Ordinance, and represent the twenty-eighth encumbrance issued or incutred as Parity Water/Wastewater Obligations for
the benefit of the City’s Water and Wastewater System. The encumbrances treated as Patity Water/Wastewater
Obligations include the obligations incurred by the City under a credit agreement executed in support of bonds issued as
Parity Water/Wastewater Obligations. See “SECURITY FOR THE BONDS - Credit Agreement — 2008 Variable Rate
Bonds” in this document. The Master Ordinance and the Twenty-Eighth Supplement pledge the Net Revenues of the
Water and Wastewater System to the payment of the “Parity Water/Wastewater Obligations” (which consist of the
Previously Issued Parity Water/Wastewater Obligations, the Bonds, and additional parity obligations issued and to be
issued under the Master Ordinance). The Parity Water/Wastewater Obligations, together with the Prior Subordinate Lien
Obligations, ate equally and ratably secured by a parity lien on and pledge of the Net Revenues of the Water and
Wastewater System, subject to the prior claim on and lien on the Net Revenues of the Water and Wastewater System to
the payment and security of the Outstanding Prior First Lien Obligations, including the funding and maintenance of the
special funds established and maintained for the payment and security of such Prior First Lien Obligations.

Addidonally, the Bonds and Previously Issued Parity Water/Wastewater Obligations are, and futute Parity
Water/Wastewater Obligations may be, equally and ratably secuted by a patity lien on the funds, if any, deposited to the
credit of the Debt Service Fund and, if applicable, any special fund or funds created and maintained for the payment and
security of the Parity Water/Wastewater Obligations pursuant to a Supplemental Ordinance (excluding any funds on
deposit in the BAB Subsidy Subaccount, which was established for the exclusive benefit of the owners of the City’s Water
and Wastewater System Revenue Refunding Bonds, Taxable Series 2010B (Direct Subsidy — Build America Bonds) (the
“Taxable Series 2010B Bonds”) issued as Parity Water/Wastewater Obligations), and funds on deposit in any construction
fund maintained and established with the proceeds of the sale of Parity Water/Wastewater Obligations pending
expenditure in accordance with the terms of the Master Ordinance and any Supplemental Ordinance.

Previously Issued Separate 1ien Obligations . . . In the Prior Lien Ordinance, the City reserved the right to issue, and the City
did issue, obligations referred to therein as Separate Lien Obligations, which were secured by a lien on and pledge of the
Net Revenues of the Water and Wastewater System on a patity with the Parity Water/Wastewater Obligations. Such
Previously Issued Separate Lien Obligations (as defined in the Master Ordinance) are no longer outstanding. Pursuant to
the terms of the Master Ordinance, any additional obligations payable from and secured by a lien on the Net Revenues of
the Water and Wastewater System must satisfy the covenants with respect thereto in the Master Ordinance. See
“SECURITY FOR THE BONDS — Separate Lien Obligations” in this document.

Federal Subsidy on Build America Bonds . . . Pursuant to the requirements of the Balanced Budget and Emergency Deficit
Control Act, 2 U.S.C. 901a, as amended, certain automatic reductions took place as of March 1, 2013. The required
reductions included a reduction to refundable credits under section 6341 of the Internal Revenue Code applicable to
certain qualified bonds, including Build America Bonds. The sequester reduction applied to any section 6431 amounts
claimed by an issuer on any Form 8038-CP filed with the U.S. Treasury which results in a payment to such issuer on or
after March 1, 2013. According to the Office of Tax Exempt Bonds within the Internal Revenue Service (IRS-TEB),
direct pay bond subsidy payments processed from and after October 1, 2013 through September 30, 2014 were reduced
by a federal fiscal year 2014 sequestration rate of 7.2%. The sequestration rate for federal fiscal year 2015 was 7.3%, 6.8%
for fiscal year 2016, 6.9% for fiscal year 2017, and 6.6% for fiscal year 2018. For federal fiscal years 2019 through 2023,
the sequestration rate will be set from time to time in the future, unless Congress takes additional action to change or



eliminate the sequestration percentage. The Taxable Series 2010B Bonds atre the only obligations of the City secured by
the Net Revenues of the Water and Wastewater System that are payable in part from the federal subsidy payments to be
received pursuant to the “Build America Bond” program. Such subsidy payment for the Taxable Series 2010B Bonds was
increased by approximately 0.10% to 6.9% in federal fiscal year 2017. The City is not aware of any funding impacts from
sequestration on the City’s Water and Wastewater System other than the reduction in the federal subsidy payment received
by the City for the interest due on the Taxable Series 2010B Bonds. The City makes no representation as to whether the
federal subsidy payments will be restored to the levels prior to the reduction of the subsidy described in this section, or
whether future reductions in the subsidy may occur at any time while the Taxable Series 2010B Bonds are outstanding.

Rate Covenant Required By Prior Lien Ordinance

In the Prior Lien Ordinance, the City has agreed to establish rates and charges for the facilities and services of the Electric
Utility System and the Water and Wastewater System to provide Gross Revenues in each Fiscal Year sufficient (i) to pay
the Maintenance and Operating Expenses, (ii) to fund the reserves required for Prior First Lien Obligations, Prior
Subordinate Lien Obligations, Separate Lien Obligations (as defined in the Prior Lien Ordinance) and other obligations
or evidences of indebtedness payable solely from and secured solely by a lien on and pledge of the combined Net Revenues
of the Electric Utility System and the Water and Wastewater System, and (iii) to produce Net Revenues (after satisfaction
of the amount required in (ii) above) equal to at least (a) 1.25 times the annual principal and interest requirements (or other
similar payments) for the then outstanding Prior First Lien Obligations and Separate Lien Obligations plus (b) 1.10 times
the total annual principal and interest requirements (or other similar payments) for the then outstanding Prior Subordinate
Lien Obligations and all other indebtedness, except Prior First Lien Obligations and Separate Lien Obligations, payable
solely from and secured solely by a lien on and pledge of the Net Revenues of cither the Electric Utility System or the
Water and Wastewater System, or both.

Rate Covenant Required by Master Ordinance

In the Master Ordinance, the City has agreed to fix, establish, maintain and collect such rates, charges and fees for water
and wastewater services furnished by the Water and Wastewater System and to the extent legally permissible, revise such
rates, charges and fees to produce Gross Revenues in each Fiscal Year sufficient: (i) to pay all current Operating Expenses,
(i) to produce Net Revenues, after deducting amounts expended during the current Fiscal Year from the Water and
Wastewater System’s Net Revenues for the payment of debt service requirements of the Prior First Lien Obligations and
Prior Subordinate Lien Obligations, equal to the greater of either (x) an amount to pay the actual annual debt service due
and payable in such Fiscal Year of the then Outstanding Patity Water/Wastewater Obligations ot (y) an amount, when
added to Other Available Water and Wastewater System Revenues, that would pay 125% of Annual Debt Service
Requirements due and payable in such Fiscal Year of the then Outstanding Parity Water/Wastewater Obligations, and (iii)
to pay after deducting the amounts determined in (i) and (ii) above, all other financial obligations of the Water and
Wastewater System reasonably anticipated to be paid from Gross Revenues.

If the Net Revenues in any Fiscal Year are less than the aggregate amount specified above, the City shall promptly upon
receipt of the annual audit for such Fiscal Year cause such rates and charges to be revised and adjusted to comply with
this covenant or obtain a written report from a Utility System Consultant after a review and study of the operations of the
Water and Wastewater System has been made concluding that, in their opinion, the rates and charges then in effect for the
current Fiscal Year are sufficient or adjustments and revisions need to be made to such rates and charges to comply with
such rate covenant and such adjustments and revisions to water and wastewater rates and charges are promptly
implemented and enacted in accordance with such Utility System Consultant’s report. Notwithstanding anything in the
Master Ordinance to the contrary, the City shall be deemed to be in compliance with such rate covenant in the Master
Ordinance if either of the actions mentioned in the preceding sentence are undertaken and completed prior to the end of
the Fiscal Year next following the Fiscal Year the deficiency in Net Revenues occurred.

Reserve Fund for Parity Water/Wastewater Obligations

The Master Otrdinance creates and establishes the “Water/Wastewater System Revenue Obligation Reserve Fund” (the
“Reserve Fund”). The City may fund the Reserve Fund with respect to a series of Patity Water/Wastewater Obligations
in accordance with the terms of the Master Ordinance and the provisions of any Supplemental Ordinance. The City, in
accordance with the provisions of any Supplemental Ordinance, may choose not to fund the Reserve Fund in connection
with the issuance of Parity Water/Wastewater Obligations issued under the terms of such Supplemental Ordinance.



The City determined not to fund the Reserve Fund in connection with the issuance of its Water and Wastewater System
Revenue Refunding Bonds, Series 2013A (the “Series 2013A Bonds”), issued in the aggregate principal amount of
$282,460,000 on July 25, 2013, its Water and Wastewater System Revenue Refunding Bonds, Series 2014 (the “Series 2014
Bonds”), issued in the aggregate principal amount of $282,205,000 on June 6, 2014, its Water and Wastewater System
Revenue Refunding Bonds, Series 2015A (the “Series 2015A Bonds”), issued in the aggregate principal amount of
$249,145,000 on August 18, 2015, its Water and Wastewater System Revenue Refunding Bonds, Taxable Series 2015B (the
“Series 2015B Taxable Bonds”), issued in the aggregate principal amount of $40,000,000 on August 18, 2015, and its Water
and Wastewater System Revenue Refunding Bonds, Series 2016 (the “Series 2016 Bonds”), issued in the aggregate principal
amount of $247,770,000 on June 1, 2016. Pursuant to the terms of the Twenty-Eighth Supplement, the City has
determined not to fund the Reserve Fund in connection with the issuance of the Bonds, and therefore, the
holders of the Bonds do not have any right to any moneys or any other Reserve Fund Obligations held in the
Reserve Fund.

Except as provided below with respect to Commercial Paper Obligations, obligations of the City incurred under certain
Credit Agreements, the Series 2013A Bonds, the Series 2014 Bonds, the Series 2015A Bonds, the Series 2015B Taxable
Bonds, the Series 2016 Bonds, and the Bonds, the Reserve Fund shall be maintained for the benefit of the owners of the
Parity Water/Wastewater Obligations secured by the Reserve Fund. There shall be deposited into the Reserve Fund any
Reserve Fund Obligations so designated by the City. Reserve Fund Obligations in the Reserve Fund shall be used for the
purpose of retiring the last of the related Parity Water/Wastewater Obligations secured by the Reserve Fund as they
become due ot paying principal of and interest on the applicable Parity Water/Wastewater Obligations when and to the
extent the amounts in the Debt Service Fund are insufficient for such purpose.

The amount to be accumulated and maintained in the Reserve Fund is required to be an amount equal to 50% of the
average Annual Debt Service Requirements of the Parity Water/Wastewater Obligations secured by the Reserve Fund (the
“Required Reserve Amount”).

The City may, at its option, withdraw and transfer to the Debt Service Fund all surplus in the Reserve Fund over the
Required Reserve Amount. The City may replace or substitute a Credit Facility for cash or Eligible Investments on deposit
in the Reserve Fund or in substitution for or replacement of any existing Credit Facility. Upon such replacement or
substitution, the cash or Eligible Investments on deposit in the Reserve Fund, taken together with the face amount of any
existing Credit Facilities, in excess of the Required Reserve Amount may be withdrawn by the City, at its option, and
transferred to the System Fund unless such excess was funded with the proceeds of sale of Parity Water/Wastewater
Obligations in which case such excess shall be deposited to the credit of the Debt Service Fund; provided that the face
amount of any Credit Facility may be reduced at the option of the City in lieu of such transfer.

If the City is required to make a withdrawal from the Reserve Fund, the City shall promptly notify the issuer of a Credit
Facility of the necessity for a withdrawal from the Reserve Fund for any such purposes, and shall make such withdrawal
FIRST from available moneys and cash resulting from the sale or liquidation of Eligible Investments then on deposit in
the Reserve Fund, and NEXT from a drawing under any Credit Facility to the extent of such deficiency. In the event of
a draw on a Credit Facility, the City shall reimburse the issuer of such Credit Facility for such draw, in accordance with
the terms of any agreement pursuant to which the Credit Facility is issued, from Net Revenues; however, such
reimbursement from Net Revenues shall be subject to the following paragraph and, dependent on the terms of the Credit
Facility, may be subordinate and junior in right of payment to the payment of principal of and premium, if any, and interest
on the Parity Water/Wastewater Obligations.

In the event of a deficiency in the Reserve Fund, or in the event that on the date of termination or expiration of any Credit
Facility thete is not on deposit in the Reserve Fund sufficient Reserve Fund Obligations, all in an aggregate amount at
least equal to the Required Reserve Amount, then the City shall, subject to satisfying or making provision for the uses
having a ptiotity on the Gross Revenues before any deposits for the payment and security of the Parity Water/Wastewater
Obligations and after making required deposits to the Debt Service Fund in accordance with the terms of the Master
Ordinance and any Supplemental Ordinance, cause the aggregate Required Reserve Amount then required to be on deposit
in the Reserve Fund to be fully restored within 12 months from the date such deficiency, termination or expiration
occurred by (i) making substantially equal cash deposits to the Reserve Fund on or before the last day of each month from
the available Net Revenues, (i) depositing Eligible Investments or a Credit Facility to the credit of the Reserve Fund or
(iii) 2 combination of (i) and (ii).

As Parity Water/Wastewater Obligations secured by the Resetve Fund are paid, redeemed or defeased and cease to be
Outstanding under the terms of the Master Ordinance or a Supplemental Ordinance, the Required Reserve Amount may



be recalculated and redetermined, and any Reserve Fund Obligations on deposit in the Reserve Fund in excess of the
Required Reserve Amount may be withdrawn and transferred, at the option of the City, to (i) the System Fund, if an
amount equal to such excess was funded with Net Revenues, or (ii) the Debt Service Fund.

The Reserve Fund does not secure the Bonds, the Series 2013A Bonds, the Series 2014 Bonds, the Series 2015A
Bonds, the Series 2015B Taxable Bonds, the Series 2016 Bonds, Parity Water/Wastewater Obligations issued in
the form of commercial paper, or any Credit Agreement issued in support of such Parity Water/Wastewater
Obligations issued in the form of commercial paper, except as otherwise may be provided in any Supplemental
Otrdinance.

In accordance with the provisions of the Master Ordinance and Supplemental Ordinances authorizing the issuance of the
Previously Issued Parity Water/Wastewater Obligations secured by the Resetve Fund, the Requited Reserve Amount
currently on deposit in the Reserve Fund (without giving effect to the refunding of the Refunded Bonds) is funded with a
combination of cash ($41,393,860.91) and surety bonds originally issued by Ambac Assurance Corporation ($5,959,371)
and XL Capital Assurance Inc. ($2,873,918).

Reserve Fund for Prior First Lien Bonds and Prior Subordinate Lien Bonds

A separate reserve fund was established under the Prior Lien Ordinance (the “Prior Lien Reserve Fund”) for the benefit
of the Prior First Lien Bonds and Prior Subordinate Lien Bonds. In 2002, the City obtained the consent of the holders of
at least 51% of the principal amount and Maturity Amount of the outstanding Prior First Lien Obligations and Prior
Subordinate Lien Obligations to amend the provisions of the Prior Lien Ordinance relating to the Prior Lien Reserve
Fund to allow for the funding of all or a part of the amount required to be maintained in the Prior Lien Reserve Fund (the
“Required Reserve”) with Financial Commitments (defined below) and change the Required Reserve to an amount equal
to the average annual requirement (calculated on a calendar year basis) for the payment of principal of and interest (or
other similar payments) on all outstanding Prior First Lien Obligations and Prior Subordinate Lien Obligations, as
determined on (i) the date of the initial deposit of a Financial Commitment to the Prior Lien Reserve Fund or (i) the date
one or more rating agencies announces the rating of the insurance company or association providing the Financial
Commitment for the Prior Lien Reserve Fund falls below the minimum requirement, whichever date is the last to occur.
The term “Financial Commitments” means an irrevocable and unconditional policy of bond insurance or surety bond in
full force and effect issued by an insurance company or association duly authorized to do business in the State of New
York and the State of Texas and with financial strength rated in the highest rating category by Moody’s Investors Service,
Inc. (“Moody’s”), Standard & Poor’s Ratings Services, a S&P Global Services, a division of Services LLC (“S&P”) and
Fitch Ratings (“Fitch”, and together with Moody’s and S&P, the “Rating Agencies”) and by A. M. Best, if rated by A. M.
Best, on the date the Financial Commitment is deposited to the credit of the Prior Lien Reserve Fund.

The amount on deposit to the credit of the Prior Lien Reserve Fund under the Prior Lien Ordinance as of May 31, 2017,
is $27,208,016 and is funded with cash. The City may at any time substitute one or more Financial Commitments for the
cash and securities deposited to the credit of the Prior Lien Reserve Fund, and following such substitution, the cash and
securities released from the Prior Lien Reserve Fund shall be deposited to the credit of one or more special accounts
maintained on the books and records of the City and expended only to pay, discharge and defease Prior First Lien
Obligations and Prior Subordinate Lien Obligations in a manner that reduces the principal amount and Maturity Amount
of outstanding Prior First Lien Obligations and Prior Subordinate Lien Obligations.

Issuance of Additional Prior Lien Bonds and Subordinate Lien Bonds Precluded

The Master Ordinance provides that no additional revenue obligations will be issued with a lien on the Net Revenues of
both the Electric Utility System and the Water and Wastewater System on a parity with the Prior First Lien Obligations or
the Prior Subordinate Lien Obligations.

Separate Lien Obligations

In the Prior Lien Ordinance, the City reserved the right to issue or incur, by contract or otherwise, Separate Lien
Obligations payable solely from the Net Revenues of either the Electric Utility System or the Water and Wastewater
System, but not both, on a parity with the lien and pledge securing the payment of the Prior Subordinate Lien Bonds as
to the appropriate utility system. In the case of such obligations secured by Net Revenues of the Water and Wastewater
System, such obligations are to be issued on patity with the Parity Water/Wastewater Obligations in accordance with the
terms of the Master Ordinance.



Issuance of Parity Water/Wastewater Obligations

Under the Master Ordinance, the City reserves the right and power to issue or incur Parity Water/Wastewater Obligations
for any purpose authorized by law. The City may issue, incur, or otherwise become liable in respect of any Parity
Water/Wastewater Obligations if: (i) a Designated Financial Officer shall execute a cettificate stating that, to his or her
knowledge, the City is in compliance with all covenants contained in the Master Ordinance and any Supplemental
Ordinance, is not in default in the performance and observance of any of the terms, provisions and conditions contained
in the Master Ordinance and any Supplemental Ordinance, and the Funds and Accounts securing the Parity
Water/Wastewater Obligations then Outstanding as established in accordance with the terms of the Master Otrdinance
and any Supplemental Ordinance contain the amount then requited to be deposited therein or the proceeds of the sale of
the Parity Water/Wastewater Obligations then to be issued ate to be used to cute any deficiency in the amounts on deposit
to the credit of such Funds and Accounts; and (ii) an Accountant shall certify or render an opinion to the effect that, for
the last completed Fiscal Year preceding the date of the then proposed Parity Water/Wastewater Obligations, ot for any
twelve consecutive calendar month period ending not more than ninety days prior to the date of the then proposed Parity
Water/Wastewater Obligations, the Net Revenues of the Water and Wastewater System, after deducting amounts
expended from the Water and Wastewater System’s Net Revenues during the last completed Fiscal Year for the payment
of debt service requirements of the Prior First Lien Obligations and Prior Subordinate Lien Obligations, together with
Other Available Water and Wastewater Revenues (see “SECURITY FOR THE BONDS — Surplus Revenue Account” in
this document), are equal to 1.25 times the average Annual Debt Service Requitements of the Parity Water/Wastewatet
Obligations to be Outstanding, after giving effect to the issuance of the then proposed Patity Water/Wastewater
Obligations. The Bonds are being issued in satisfaction of the requirements described in this paragraph.

For purposes of the Accountant’s certification or opinion noted in clause (i) above, if Parity Water/Wastewater
Obligations are issued to refund less than all of the Parity Water/Wastewater Obligations then Outstanding, the aforesaid
certificate, report or opinion of the Accountant shall give effect to the issuance of the proposed refunding of Parity
Water/Wastewater Obligations (and shall not give effect to the Parity Water/Wastewater Obligations being refunded).

In making a determination of Net Revenues, the Accountant may take into consideration a change in the rates and charges
for services and facilities afforded by the Water and Wastewater System that became effective at least 30 days prior to the
last day of the period for which Net Revenues are determined and, for purposes of satisfying the Net Revenues coverage
test described above, make a pro forma determination of the Net Revenues of the Water and Wastewater System for the
period of time covered by the Accountant’s certification or opinion based on such change in rates and charges being in
effect for the entire period covered by the Accountant’s certificate or opinion.

Short-Term Parity Water/Wastewater Obligations

Pursuant to the Master Ordinance, the City may issue or incur Parity Water/Wastewater Obligations issued in the form of
commetcial paper and for purposes of satisfying the Net Revenues coverage test for additional Parity Water/Wastewater
Obligations, the term “Outstanding Funded Debt” (as defined in APPENDIX C) shall include Subordinated Debt (as
defined in APPENDIX C) that matures by its terms, or that is renewable at the option of the City, to a date more than
one year after the date of its issuance by the City. The terms and conditions pertaining to the issuance of Parity
Water/Wastewater Obligations in the form of commetcial paper, including, without limitation, the security, liquidity and
reserves necessary to support such commercial paper obligations, are to be contained in a Supplemental Ordinance relating
to their issuance.

Special Facilities Debt and Subordinated Debt
Special Facilities Debt and Subordinated Debt may be incurred by the City without limitation.
Credit Agreement — 2008 Variable Rate Bonds

Under the Master Otdinance, payments made under a Credit Agreement may be treated as Parity Water/Wastewatet
Obligations payable solely from and equally and ratably secured by a lien on the Net Revenues of the Water and Wastewater
System of equal rank and dignity with the lien and pledge securing the payment of Parity Water/Wastewater Obligations
if the governing body of the City makes a finding in the Supplemental Ordinance authorizing and approving the Credit
Agreement that Gross Revenues will be sufficient to meet the obligations of the Water and Wastewater System, including
sufficient Net Revenues to satisfy the Annual Debt Service Requirements of Parity Water/Wastewater Obligations then
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outstanding and the financial obligations of the City under the Credit Agreement, and such finding is supported by a
certificate executed by a Designated Financial Officer of the City.

The City has outstanding one seties of Parity Water/Wastewater Obligations for which the City has executed a Credit
Agreement and treated its obligations under the Credit Agreement as a Parity Water/Wastewater Obligation.

In conjunction with the delivery of the City of Austin, Texas Water and Wastewater System Variable Rate Revenue
Refunding Bonds, Series 2008, issued in the aggregate principal amount of $170,605,000 (the “2008 Variable Rate Bonds™),
and delivered on May 15, 2008, and pursuant to a fifteenth supplemental ordinance to the Master Ordinance, the City
entered into an Interest Rate Management Agreement (the “2008 Swap Agreement”) with Goldman Sachs Capital Markets,
L.P. (“Goldman”), pursuant to which the City is obligated to make payments to Goldman calculated on a notional amount
equal to the scheduled outstanding principal amount of the 2008 Variable Rate Bonds and a fixed interest rate of 3.60%
per annum, and Goldman is obligated to make reciprocal payments to the City calculated on a notional amount equal to
the scheduled outstanding principal amount of the 2008 Variable Rate Bonds and a variable rate equal to the SIFMA index
for obligations having a maturity of 2031. Payments under the 2008 Swap Agreement are made on a net basis on the
fifteenth day of each month, commencing in May 2008 and ending in May 2031. Interest on the 2008 Variable Rate Bonds
is determined in a manner that differs from the SIFMA index used to calculate amounts payable to the City under the
terms of the 2008 Swap Agreement. The City entered into the 2008 Swap Agreement in conjunction with the issuance of
the 2008 Variable Rate Bonds in order to effect and quantify a debt service savings on outstanding bonds that were
refunded with the proceeds of the 2008 Variable Rate Bonds. Payments to be made by the City, if any, under the terms
of the 2008 Swap Agreement (other than a “termination payment” as discussed below) are payable solely from and equally
and ratably secured by a lien on the Net Revenues of the Water and Wastewater System of equal rank and dignity with the
lien and pledge securing the payment of Parity Water/Wastewater Obligations. See APPENDIX B — “AUDITED
FINANCIAL STATEMENTS—Note 9b—Variable Rate Debt Management Program” in this document for a discussion
relating to the valuation of and risks associated with the 2008 Swap Agreement. As of March 31, 2017, the net aggregate
monthly payments the City has made under the 2008 Swap Agreement equal $108,407,590.23.

If either party to the 2008 Swap Agreement commits an event of default, suffers a reduction in creditworthiness, or merges
with a materially weaker entity, or in certain other circumstances, the 2008 Swap Agreement may be terminated at the
option of the other party. Accordingly, no assurance can be given that the 2008 Swap Agreement will continue in existence
until May 2031. If the 2008 Swap Agreement is terminated, then current market conditions will determine whether the
City will owe a termination payment to Goldman or be entitled to receive a termination payment from Goldman. Such
termination payment generally would be based on the market value of the 2008 Swap Agreement on the date of termination
and could be substantial. In addition, a partial termination of the 2008 Swap Agreement could occur to the extent any
2008 Variable Rate Bonds are redeemed pursuant to the City exercising its right to effect an optional redemption of 2008
Variable Rate Bonds. If such optional redemption were to occur, termination payments related to the portion of the 2008
Swap Agreement to be terminated will be owed by either the City or Goldman, depending on the existing market
conditions. The obligation of the City to pay a termination payment to Goldman could result in the City issuing Parity
Water/Wastewater Obligations or Subordinated Debt to enable the City to make such a termination payment.

System Fund

Under the Master Ordinance and in accordance with the provisions of the Prior Lien Ordinance authorizing the issuance
of the Prior First Lien Obligations, Prior Subordinate Lien Obligations and the Commercial Paper Obligations, the City
has created and there shall be maintained on the books of the City while the Parity Water/Wastewater Obligations are
Outstanding a separate fund or account known and designated as the “Water and Wastewater System Fund” (the “Water
and Wastewater System Fund” or the “System Fund”). All funds deposited to the credit of the System Fund and
disbursements from the System Fund shall be recorded in the books and records of the City and moneys deposited to the
credit of the System Fund shall be in an account or fund maintained at an official depository of the City. The Gross
Revenues of the Water and Wastewater System shall be deposited, as collected, to the credit of the System Fund and such
Gross Revenues deposited to the credit of the System Fund shall be allocated, budgeted and appropriated to the extent
required for the following uses and in the order of priority shown:

FIRST: To the payment of Operating Expenses, as defined herein or required by statute to be a first
charge on and claim against the Gross Revenues thereof.

SECOND: To the payment of the amounts required to be deposited in any special funds or accounts
created for the payment and security of the Prior First Lien Obligations, including the amounts required
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to be deposited to the credit of the common reserve fund established for the Prior First Lien Obligations
and Prior Subordinate Lien Obligations.

THIRD: Equally and ratably to the payment of the amounts required to be deposited to the credit of
(i) the special fund created and established for the payment of principal of and interest on the Prior
Subordinate Lien Obligations as the same becomes due and payable, (ii) the funds maintained for the
payment of Previously Issued Separate Lien Obligations currently Outstanding, and (iii) the special
Funds and Accounts for the payment of the Parity Water/Wastewater Obligations.

FOURTH: To pay Subordinated Debt, including amounts for the payment of the Commercial Paper
Obligations, and the amounts, if any, due and payable under any credit agreement executed in
connection therewith.

FIFTH: To the payment of the amount, if any, approved and authorized by action of the governing
body of the City, to be deposited to the credit of the Water and Wastewater System Surplus Revenue
Account.

Any Net Revenues remaining in the Water and Wastewater System Fund after satisfying the foregoing payments, or making
adequate and sufficient provision for the payment thereof, may be appropriated and used for any other City purpose now
or hereafter permitted by law.

The City has established the “Revenue Stability Reserve Fund” as an account within the System Fund, and, therefore, the
Revenue Stability Reserve Fund is separate and distinct from the Reserve Fund established by the Master Ordinance and
described in “SECURITY FOR THE BONDS - Reserve Fund for Parity Water/Wastewater Obligations” in this
document. The Revenue Stability Reserve Fund is funded by the “Water Revenue Stability Reserve Fund Surcharge”
described in “COMBINED WATER AND WASTEWATER SYSTEM INFORMATION — Water Service Rates
Effective as of November 1, 2016 — TABLE SEVEN” in this document. Moneys in the Revenue Stability Reserve Fund
are Gross Revenues under the Master Ordinance. The City Council of the City has established certain policy restrictions
with respect to the use of moneys in the Revenue Stability Reserve Fund, which are described in “COMBINED WATER
AND WASTEWATER SYSTEM INFORMATION — Water and Wastewater Rates” in this document. Notwithstanding
these policy restrictions, the provisions of the Master Ordinance regarding the use of moneys on deposit in the System
Fund (including the Revenue Stability Reserve Fund therein) that are described above in this “SECURITY FOR THE
BONDS - System Fund” caption, govern and control. For additional information regarding the Revenue Stability Reserve
Fund, see “COMBINED WATER AND WASTEWATER SYSTEM INFORMATION — Water and Wastewater Rates”
in this document.

Surplus Revenue Account

At the end of each Fiscal Year and after satisfying all payments and transfers having a priority on the revenues deposited to
the credit of the System Fund, an amount approved and authorized by action of the governing body of the City may be
transferred from the System Fund and deposited to the credit of a “Water and Wastewater System Surplus Revenue
Account” to be established and maintained on the books and records of the City. The amounts deposited to the credit of
the Water and Wastewater System Surplus Revenue Account may be used to make capital improvements to the Water and
Wastewater System, to pay Operating Expenses or for any other lawful purpose. Prior to the beginning of each Fiscal Year,
an amount deposited to the credit of the Water and Wastewater System Surplus Revenue Account may by action of the
governing body of the City in the approval of the annual budget, or by a separate action, be designated as “Other Available
Water and Wastewater Funds.” The amount so designated as “Other Available Water and Wastewater Funds” shall be
transferred on the books of the City to the credit of the System Fund as of the beginning of such Fiscal Year.

[The remainder of this page is intentionally left blank.]
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DESCRIPTION OF THE BONDS

General

The Bonds will be dated the date of their initial delivery to the Underwriters (the “Dated Date”). Interest on the Bonds
will accrue from their Dated Date and will be payable on November 15,2017, and each May 15 and November 15 thereafter
until maturity or prior redemption. The Bonds will mature on the dates and in the principal amounts and bear interest at
per annum rates set forth on page ii of this document. Interest to be paid on the Bonds will be calculated on the basis of a
360-day year consisting of twelve 30-day months. Principal of the Bonds is payable at maturity, subject only to prior
redemption of the Bonds as described in this document.

Optional Redemption of the Bonds

The City reserves the right, at its option, to redeem Bonds maturing on or after November 15, 2028, in whole or in part,
in the principal amounts of $5,000 or any integral multiple thereof on November 15, 2027, or any date thereafter, at the par
value plus accrued interest to the date fixed for redemption.

Upon any optional redemption of the Bonds, if less than all of the Bonds are to be redeemed, the City shall determine the
respective maturities and amounts to be redeemed and, if less than all of a maturity are to be redeemed, the Bonds, or
portion of the Bonds, within such maturity will be selected at random, by lot or other customary method selected by the
Paying Agent/Registrar.

Mandatory Sinking Fund Redemption of the Bonds
The Bonds having stated maturities of November 15, 2042 and November 15, 2046, respectively (the “Term Bonds”),

shall be subject to mandatory sinking fund redemption in part prior to maturity at the par value plus accrued interest to
the date of redemption on November 15 in each of the years and in the principal amounts as follows:

5.00% Term Bond due 5.00% Term Bond due
November 15, 2042 November 15, 2046

Year Principal Amount Year Principal Amount
2038 $15,860,000 2043 $5,965,000
2039 16,550,000 2044 6,270,000
2040 5,135,000 2045 6,595,000
2041 5,400,000 2046%* 6,930,000
2042% 5,675,000

*Stated maturity.

Approximately 45 days prior to each mandatory sinking fund redemption date for the Term Bonds, the Paying
Agent/Registrar shall select by lot the numbers of the Term Bonds within the applicable stated maturity to be redeemed
on the next following November 15 from moneys set aside for that purpose in the Debt Service Fund. Any Term Bonds
not selected for prior redemption shall be paid on the date of their stated maturity.

The principal amount of the Term Bonds of a stated maturity required to be redeemed pursuant to the operation of such
mandatory sinking fund redemption provisions may be reduced, at the option of the City, by the principal amount of Term
Bonds of like maturity which, at least 50 days prior to the mandatory sinking fund redemption date, (1) shall have been
acquired by the City at a price not exceeding the principal amount of such Term Bonds plus accrued interest to the date
of putchase thereof, and delivered to the Paying Agent/Registrar for cancellation, or (2) shall have been redeemed pursuant
to the optional redemption provisions and not previously credited against a mandatory sinking fund redemption
requirement.

Notice of Redemption

Not less than thirty (30) days before a redemption date for the Bonds, a notice of redemption shall be sent by United
States mail, first-class postage prepaid, in the name of the City and at the City’s expense, to the registered owner of a Bond
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to be redeemed in whole or in part at the address of the bondholder appearing on the registration books of the Paying
Agent/Registrar at the close of business on the business day next preceding the date of mailing such notice, and any notice
of redemption so mailed shall be conclusively presumed to have been duly given irrespective of whether received by the
registered owner.

With respect to any optional redemption of the Bonds, unless moneys sufficient to pay the principal of and premium, if
any, and interest on the Bonds to be tedeemed shall have been received by the Paying Agent/Registrar before the notice
of redemption is mailed, such notice may state that redemption may, at the option of the City, be conditional upon the
receipt of such moneys by the Paying Agent/Registrar on or before the date fixed for such redemption, or upon the
satisfaction of any prerequisites set forth in such notice of redemption; and, if sufficient moneys are not received, such
notice shall be of no force and effect, the City shall not redeem such Bonds and the Paying Agent/Registrar shall give
notice, in the manner in which the notice of redemption was given, to the effect that the Bonds have not been redeemed.

Defeasance

The City may defease and discharge its obligation to the holders of any or all of the Bonds to pay the principal of,
redemption premium, and interest thereon by depositing with the Paying Agent/Registrat, ot othet authotized escrow
agent, in trust: (a) cash in an amount equal to the principal amount of, redemption premium, and interest to become due
on the Bonds to the date of maturity or prior redemption, or (b) Government Obligations, consisting of (i) direct non-
callable obligations of the United States of America, including obligations that are unconditionally guaranteed by the
United States of America; (ii) non-callable obligations of an agency or instrumentality of the United States, including
obligations that are unconditionally guaranteed or insured by the agency or instrumentality and are rated as to investment
quality by a nationally recognized investment rating firm no less than “AAA” or its equivalent; or (iii) non-callable
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 date of acquisition by the City are rated as to investment quality by a nationally recognized investment
rating firm not less than “AAA” or its equivalent. Government Obligations deposited in trust to defease the Bonds are
required to be affirmed by an independent public accounting firm of national reputation to mature as to principal and
interest in such amounts and at such times as will insure the availability, without reinvestment, of sufficient money to pay
the principal of, redemption premium, and interest on the defeased Bonds.

In connection with the sale of the Bonds, the City has warranted that it will not defease the Bonds with obligations described
in clause (iii) of the term Government Oblgiations.

Paying Agent/Registrar

The initial Paying Agent/Registrar for the Bonds is U.S. Bank National Association, Houston, Texas. The City retains the
right to replace the Paying Agent/Registrar. Upon any change in the Paying Agent/Registrar for the Bonds, the City will
promptly cause written notice thereof to be given to each registered owner of the Bonds then outstanding, which notice
will also give the address of the new Paying Agent/Registrar. Any Paying Agent/Registrar selected by the City shall be a
bank, trust company, financial institution or other entity duly qualified and legally authorized to serve in the capacity and
petform the duties of Paying Agent/Registrar for the Bonds.

Interest on the Bonds will be paid to the registered owners appearing on the registration books of the Paying
Agent/Registrar at the close of business on the Record Date (defined below), and such interest shall be paid (i) by check
sent by United States mail, first-class postage prepaid, to the address of the registered owner recorded in the registration
books of the Paying Agent/Registrar or (ii) by such other method, acceptable to the Paying Agent/Registrar requested by,
and at the risk and expense of, the registered owner. Principal of the Bonds will be paid to the registered owner at their
stated maturity or redemption ptior to matutity upon their presentation to the desighated payment/transfer office of the
Paying Agent/Registrar. If a date for making a payment on the Bonds, the taking of any action ot the mailing of any
notice by the Paying Agent Registrar shall be a Saturday, Sunday, a legal holiday, or a day when banking institutions in the
city where the designated payment/transfer office of the Paying Agent/Registrar is located are authorized by law ot
executive order to close, then the date for such payment, taking action or mailing of a notice will be the next succeeding
day which is not a Saturday, Sunday, legal holiday, or day when banking institutions are authorized to close; and a payment,
action or mailing on such date shall have the same force and effect as if made on the original date the payment was due,
or the action was required to be taken or the mailing was required to be made.
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Record Date for Interest Payment

The record date (“Record Date”) for the interest payable on any interest payment date with respect to the Bonds means
the close of business on the last business day of the month preceding such interest payment date. In the event of a non-
payment of interest on one or more maturities of the Bonds on a scheduled interest payment date, and for 30 days
thereafter, a new record date for such interest payment for such maturity or maturities (a “Special Record Date”) will be
established by the Paying Agent/Registrar, if any, when funds for the payment of such intetrest 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 registered owner of such maturity or maturities of the Bonds
appearing on the books of the Paying Agent/Registrar at the close of business on the last business day next preceding the
date of mailing of such notice.

Transfer, Exchange and Registration

In the event the Book-Entry-Only System should be discontinued (see “BOOK-ENTRY-ONLY SYSTEM” in this
document), the Bonds may be transferred and exchanged on the registration books of the Paying Agent/Registrar only
upon presentation and surrender thereof to the Paying Agent/Registrar and such transfer or exchange shall be without
expense or service charge to the registered owner, except for any tax or other governmental charges required to be paid
with respect to such registration, exchange and transfer. Bonds may be assigned by the execution of an assignment form
on the respective Bonds or by other instrument of transfer and assignment acceptable to the Paying Agent/Registrar.
New Bonds will be delivered by the Paying Agent/Registrat, in lieu of the Bonds being transferred or exchanged, at the
designated payment/transfer office of the Paying Agent/Registrar, or sent by United States mail, first-class postage
prepaid, to the new registered owner or his designee. To the extent possible, new Bonds issued in an exchange or transfer
of Bonds will be delivered to the registered owner or assignee of the registered owner in not more than three business
days after the receipt of the Bonds to be canceled, and the written instrument of transfer or request for exchange duly
executed by the registered owner or his duly authotized agent, in form satisfactory to the Paying Agent/Registrat.

Bondholders’ Remedies

If the City defaults in the payment of principal, interest or redemption price on the Bonds when due, or the City defaults
in the observation or performance of any other covenants, conditions, or obligations set forth in either the Master
Ordinance or the Twenty-Eighth Supplement, or the City declares bankruptcy, the registered owners may seek a writ of
mandamus to compel the City or City officials to carry out the legally imposed duties with respect to the Bonds if there is
no other available remedy at law to compel performance of the Bonds, the Master Ordinance or the Twenty-Eighth
Supplement and the City’s obligations are not uncertain or disputed. The issuance of a writ of mandamus is controlled by
equitable principles, so rests with the discretion of the courts, but may not be arbitratily refused. There is no acceleration
of maturity of the Bonds in the event of default and, consequently, the remedy of mandamus may have to be relied upon
from year to year. Neither the Master Ordinance nor the Twenty-Eighth Supplement provide for the appointment of a
trustee to represent the interest of the holders of the Bonds upon any failure of the City to perform in accordance with
the terms of the Twenty-Eighth Supplement, or upon any other condition and, accordingly, all legal actions to enforce
such remedies would have to be undertaken at the initiative of, and be financed by, the registered owners. The City may
exercise authority to issue obligations and enter into credit agreements pursuant to Chapter 1371, Texas Government
Code (“Chapter 13717), secured by the revenues of the Water and Wastewater System. In the proceedings authorizing
the issuance of obligations or the execution and delivery of credit agreements, the City may agree to waive sovereign
immunity from suit or liability for the purposes of adjudicating a claim to enforce the credit agreement or obligation or
for damages for breach of the credit agreement or obligation. The City has not waived the defense of sovereign immunity
with respect to the Bonds under Chapter 1371. On June 30, 20006, the Texas Supreme Court ruled in Tooke v. City of
Mexia, 197 S.W.3d 325 (Tex. 2000) that a waiver of sovereign immunity in a contractual dispute must be provided for by
statute in “clear and unambiguous” language. In Tooke, the Court noted the enactment in 2005 of sections 271.151
through .160, Texas Local Government Code (the “Local Government Immunity Waiver Act”), which, according to the
Court, waives “immunity from suit for contract claims against most local governmental entities under certain
circumstances.” The Local Government Immunity Waiver Act covers cities and relates to contracts entered into by cities
for providing goods and services. Because it is unclear whether the State legislature has effectively waived the City’s
sovereign immunity from a suit for money damages outside of Chapter 1371, holders of the Bonds may not be able to
bring such a suit against the City for breach of the Bonds or covenants contained in the Master Ordinance or the Twenty-
Eighth Supplement. Even if a judgment against the City could be obtained, it could not be enforced by direct levy and
execution against the City’s property.
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On April 1, 2016, the Texas Supreme Court ruled in Wasson Interests, Ltd. v. City of Jacksonville, 489 S.W. 3d 427 (Tex.
2016) that sovereign immunity does not imbue a city with derivative immunity when it performs proprietary, as opposed
to governmental, functions in respect to contracts executed by a city. Texas jurisprudence has generally held that
proprietary functions are those conducted by a city in its private capacity, for the benefit only of those within its corporate
limits, and not as an arm of the government or under the authority or for the benefit of the state. In its decision, the Court
held that since the Local Government Immunity Waiver Act waives governmental immunity in certain breach of contract
claims without addressing whether the waiver applies to a governmental function or a proprietary function of a city, the
Court could not reasonably read the Local Government Immunity Waiver Act to evidence legislative intent to restrict the
waiver of immunity when a city performs a proprietary function.

As noted above, the Master Ordinance and the Twenty-Eighth Supplement each provide that holders of the Bonds may
exercise the remedy of mandamus to enforce the obligations of the City under the Master Ordinance and the Twenty-
Eighth Supplement, respectively. Neither the remedy of mandamus nor any other type of injunctive relief was at issue in
either Tooke or Wasson Interests, and it is unclear whether Tooke or Wasson Interests will be construed to have any effect
with respect to the exercise of mandamus, as such remedy has been interpreted by Texas courts. In general, Texas courts
have held that a writ of mandamus may be issued to require public officials to perform ministerial acts that cleatly pertain
to their duties. Texas courts have held that a ministerial act is defined as a legal duty that is prescribed and defined with a
precision and certainty that leaves nothing to the exercise of discretion or judgment, though mandamus is not available to
enforce purely contractual duties. However, mandamus may be used to require a public officer to perform legally imposed
ministerial duties necessary for the performance of a valid contract to which the State or a political subdivision of the State
is a party (including the payment of monies due under a contract).

The City is eligible to seek relief from its creditors under Chapter 9 of the U.S. Bankruptcy Code (“Chapter 97). Although
Chapter 9 provides for the recognition of a security interest represented by a specifically pledged source of revenue, such
provision is subject to judicial construction. Chapter 9 also includes an automatic stay provision that would prohibit,
without Bankruptcy Court approval, the prosecution of any other legal action by creditors or holders of the Bonds of an
entity which has sought protection under Chapter 9. Therefore, should the City avail itself of Chapter 9 protection from
creditors, the ability to enforce any other remedies available to the registered owners would be subject to the approval of
the Bankruptcy Court (which could require that the action be heard in Bankruptcy Court instead of other federal or state
court); and the Bankruptcy Code provides for broad discretionary powers of a Bankruptcy Court in administering any
proceeding brought before it. The opinions of Bond Counsel will note that all opinions relative to the enforceability of
the Bonds are qualified with respect to the customary rights of debtors relative to their creditors.

BOOK-ENTRY-ONLY SYSTEM

DTC will act as securities depository for the Bonds (the “Securities”). The Securities will be issued as fully-registered
securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by
an authorized representative of DTC. One fully-registered Security certificate will be issued for each maturity of the
Securities, each in the aggregate principal amount of such maturity, and will be deposited with DTC.

DTG, the world’s largest securities depository, is a limited-purpose trust company organized under the New York Banking
Law, a “banking organization” within the meaning of the New York Banking Law, a member of the Federal Reserve
System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency”
registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides
asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and
money market instruments from over 100 countries that DTC’s participants (“Direct Participants”) deposit with DTC.
DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities transactions in
deposited securities, through electronic computerized book-entry transfers and pledges between Direct Participants’
accounts. This eliminates the need for physical movement of securities certificates. Direct Participants include both U.S.
and non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations, and certain other organizations.
DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding
company for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which are
registered clearing agencies. DTCC is owned by the users of its regulated subsidiaries. Access to the DTC system is also
available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing
corporations that clear through or maintain a custodial relationship with a Direct Participant, either directly or indirectly
(“Indirect Participants”). Direct Participants and Indirect Participants are referred to collectively as “Participants”. DTC
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has a Standard & Poot’s rating of “AA+.” The DTC Rules applicable to its Participants are on file with the Securities and
Exchange Commission. More information about DTC can be found at www.dtcc.com.

Purchases of Securities under the DTC system must be made by or through Direct Participants, which will receive a credit
for the Securities on DTC’s records. The ownership interest of each actual purchaser of each Security (“Beneficial
Owner”) is in turn to be recorded on the Participants’ records. Beneficial Owners will not receive written confirmation
from DTC of their purchase. Beneficial Owners are, however, expected to receive written confirmations providing details
of the transaction, as well as periodic statements of their holdings, from the Participant through which the Beneficial
Owner entered into the transaction. Transfers of ownership interests in the Securities are to be accomplished by entries
made on the books of Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates
representing their ownership interests in Securities, except in the event that use of the book-entry system for the Securities
is discontinued.

To facilitate subsequent transfers, all Securities deposited by Direct Participants with DTC are registered in the name of
DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an authorized representative of
DTC. The deposit of Securities with DTC and their registration in the name of Cede & Co. or such other DTC nominee
do not effect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Securities;
DTC’s records reflect only the identity of the Direct Participants to whose accounts such Securities are credited, which
may or may not be the Beneficial Owners. The Participants will remain responsible for keeping account of their holdings
on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect
Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by arrangements
among them, subject to any statutory or regulatory requirements as may be in effect from time to time. Beneficial Owners
of Securities may wish to take certain steps to augment the transmission to them of notices of significant events with
respect to the Securities, such as redemptions, tenders, defaults, and proposed amendments to the Security documents.
For example, Beneficial Owners of Securities may wish to ascertain that the nominee holding the Securities for their benefit
has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may wish to provide
their names and addresses to the registrar and request that copies of notices be provided directly to them.

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

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to Securities unless
authorized by a Direct Participant in accordance with DTC’s MMI Procedures. Under its usual procedures, DTC mails
an Omnibus Proxy to the City as soon as possible after the r