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Legal Authority
   

The legal authority under which the applicant was created and operates.: OTHER

Legal Authority Other Desc: Local Government Corporation
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General Information



   

County: Guadalupe

County: Comal

County: Bexar

Name of Entity: Schertz/Seguin Local Government Corporation

   

System Contact Physical Address

Address 1: 108 W. Mountain

Address 2: 

City: Seguin

State: TX

Zip: 78155-5508

Phone: (830) 401-2403

Fax: (830) 401-2320

Website: www.seguintexas.gov

   

System Contact Mailing Address

Address 1: PO Box 833

Address 2: 

City: Seguin

State: TX

Zip: 78156-0833

Description
   

Brief description of the project: The Expanded Carrizo for Schertz-Seguin Local Government

Corporation (SSLGC) 

Officers/Members
   

   

Applicant's Officers and Members

   

Kenneth Greenwald

Board President

   

Robin Dwyer

Board Vice-President

   

Timothy "Jake" Jacobs

Board Secretary



   

Andrew Hunt

Board Treasurer

   

Bob Pees

Board Assistant Secretary

   

Don Keil

Ex-officio

   

Jim Fowler

Ex-officio

   

Primary Contact
   

Name: Alan Cockerell

Title: General Manager

Address 1: PO Box 833

Address 2: 

City: Seguin

State: TX

Zip: 78156-0833

Phone: (830) 401-2403

Fax: (830) 401-2320

Email: acockerell@seguintexas.gov

Applicant's Contributors
   

Contributor Type Firm
Name

Contact
Name

Address Phone Fax Email

Applicant
Engineer

Walker
Partners

John F.
Winkler,
P.E.

600 Austin Ave.,
Suite 20
Waco
TX
76701-2018

254-714-
1402

254-714-
0402

jwinkler@walkerpa
rtners.com

Bond Counsel Norton
Rose
Fulbright
US LLP

W.
Jeffrey
Kuhn

300 Convent
Street, Suite 2100
San Antonio
TX
78205-3792

210-270-
7131

210-270-
7205

w.jeffrey.kuhn@no
rtonrosefulbright.c
om

Financial Advisor SAMCO
Capital
Markets,
Inc.

Mark M.
McLiney

1020 NE Loop
410, Suite 640
San Antonio
TX
78209-1201

210-832-
9760

210-832-
9794

mmcliney@samco
capital.com



   

Contributor Contracts (documents follow this page)

   

323860

Consultant

323865

Consultant

327259

Consultant

323863

Management Services

323861

Bond Counsel

323862

Financial Advisor

323864

Legal Counsel

327260

Bond Counsel

Certified Public
Accountant (or
other appropriate
rep

City of
Seguin

Susan
Caddell

205 N. River St.
Seguin
TX
78155-5626

830-401-
2450

830-401-
2499

scaddell@seguint
exas.gov

Legal Counsel Davidso
n Troilo
Ream &
Garza,
PC

Patrick
W.
Lindel

601 NW Loop 410,
Suite 100
San Antonio
TX
78216-5504

210-349-
6484

210-349-
0041

plinder@dtrglaw.c
om

Any other
Contributor
representing the
Applicant before
the board

Crockett
Camp

Crockett
Camp

6105 Mountain
Villa Drive
Austin
TX
79731-3518

512-623-
0492

crockett@me.com

Any other
Contributor
representing the
Applicant before
the board

William
B. Klemt

William
B. Klemt

1200 Oak Shadow
Circle
Austin
TX
78758-2717

512-466-
1250

billklemt@yahoo.c
om

Any other
Contributor
representing the
Applicant before
the board

Norton
Rose
Fulbright
US LLP

Lauren
Ferrero

300 Convent
Street, Suite 2100
San Antonio
TX
78205-3792

210-270-
7118

210-270-
7205

lauren.ferrero@no
rtonrosefulbright.c
om
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A6 & A7



   

Counties

   

Guadalupe

Comal

Bexar

   

Identify the Applicant's total service area population:: 182,783

Funding Program(s)
   

Funding Programs

   

SWIFT: $66,500,000

Other Funding Sources
   

Other Funding Sources

   

   

Other Funding Comments: 

Funding Source Type of Funds
(Loan, Grant, etc.)

Amount ($) Date Applied for
Funding

Anticipated or
Funding Secured

Date



Funding_1 N/A



Funding & Project Type
   

Requesting Funding for Planning: Y

Requesting Funding for Acquisition: Y

Requesting Funding for Design: Y

Requesting Funding for Construction: Y

   

Is the project a water project?: Y

   

Is the project a wastewater project?: N

   

Is Applicant requesting funding to refinance existing debt?: N

   

DUNS: 

   

Federal Awards information:

1. Did applicant receive over 80% of their revenue from Federal Awards last year?: 

2. Did applicant receive over $25 million in Federal Awards last year?: 

3. Does the public have access to executive compensation information via SEC or IRS reports?: 

   

Describe procedures for collecting monthly customer bills (include procedures for collection of

delinquent accounts): 



TWDB-0215 N/A



Contractors & Loan/Grant Participation Summary
   

Have you already solicited contractors?: 

Have contracts already been awarded?: 

Legal Information
   

Cite the legal authority under which the Applicant can issue the proposed debt including the

authority to make a proposed pledge of revenues.: To issue bonds: Texas Constitution, general

laws of the State of Texas, Chapter 431, Texas Transportation Code, as amended, the Regional

Water Supply Contract, and the Resolution

 

To receive SWIFT financing: Texas Constitution, Article III, Section 49-d-13; Section 15.474 Texas

Water Code, as amended; Subchapter E, Chapter 16, Texas Water Code, as amended.

   

What type of pledge will be used to repay the proposed debt?: OTHER

   

Provide the full legal name of the security for the proposed debt issue(s).: CONTRACT REVENUE

BONDS

   

Describe the pledge being offered and any existing rate covenants.: The Bonds shall be payable

from and secured, on a parity with certain currently outstanding Obligations, by a lien on and

pledge of the payments designated as the "Bond Payment" portion of the “Annual Payments” to be

made by the Corporation pursuant to a contract in amounts sufficient to pay and redeem, and

provide for the payment of the principal of, premium, if any, and interest on the Bonds
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Bonds, CCN, Enforcement Action



   

Does the applicant possess a Certificate of Convenience and Necessity (CCN)?: 

   

Has the applicant been the subject of any enforcement action by the Texas Commission on

Environmental Quality (TCEQ), the Environmental Protection Agency (EPA), or any other entity

within the past three years?: N

Municipality
   

Is the area to be served by the project within the service area of a municipality or other public

utility?: Y

If yes, has the applicant obtained an affidavit stating that the utility does not object to the

construction and operation of the services and facilities in its service area?: N

If no, provide an explanation as to why not.: There is no retail service being provided by this

project.



NoObjectionAffidavit N/A



Board Approved WCP
   

If the assistance requested is more than $500,000 a Water Conservation Plan (WCP) is required.

The WCP cannot be more than FIVE years old and must have been adopted by the applicant. Has

the applicant adopted a Board-approved WCP?  (Check one and attach requested information, if

any.): N
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Retail Water Services



   

Does the applicant provide retail water services?: N
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TWDB SWIFT APPLICATION SECTION: E2

Potable Water Services
   

Is the applicant a retail public utility that provides potable water?: N



 



Provide Wastewater Services
   

Does the applicant provide wastewater services?: N

Provide Regional or Wholesale Water Services
   

Does the applicant provide regional or wholesale water services?: Y

   

List the top TEN customers of the system by annual usage in gallons and percentage of total

usage, including whether any are in bankruptcy.

   

   

Comments: SAWS Annual Usage 4,104,329,000 gal (application would not accept this number)

Customer Name Annual Usage (gal) Percent of Usage Bankruptcy (Y/N)
City of Seguin 1,076,230,000 14.18% N
City of Schertz 1,811,484,000 23.87% N
City of Universal City 25,969,000 0.34% N
City of Selma 258,875,000 3.41% N
Springs Hill Water
Supply Corporation

119,598,000 1.58% N

City of Converse 192,590,000 2.54% N
SAWS 4 54.08% N



   

List the top TEN customers of the system by gross revenues and percent of total revenues,

including whether any are in bankruptcy.

   
Customer Name Annual Revenue Percent of Revenue Bankruptcy (Y/N)

City of Seguin $2,846,237.63 17.48% N
City of Schertz $3,985,881.33 24.49% N
City of Universal City $55,054.28 0.34% N
City of Selma $548,815 3.37% N
Springs Hill Water
Supply Corporation

$486,796.51 2.99% N

City of Converse $540,222.64 3.32% N
San Antonio Water
System

$7,815,701.61 48.01% N



   

Provide a summary of the wholesale contracts with customers.

   

Debt
   

Disclose all issues that may affect the project or the applicant's ability to issue and/or repay debt

(such as anticipated lawsuits, judgments, bankruptcies, major customer closings, etc).: Since the

Bonds will be supported by Take-or-Pay Contracts with the Cities of Schertz and Seguin we know

of no issues that will affect the repayment of these bonds.

   

Has the applicant ever defaulted on any debt?: N

Taxing Authority
   

Does the applicant have taxing authority?: N

Tax Assessed Valuations

   

Contract
Type

Minimum
Annual
Amount

Usage Fee
Per 1000
Gallons

Annual
Operations

and
Maintenance

Annual
Capital
Costs

Annual Debt
Service

Other

Wholesale
City of
Seguin

$0 $0.82 $1,668,157 $0 $1,178,081 $0.73

Wholesale
City of
Schertz

$0 $0.82 $2,807,800 $0 $1,178,081 $0.73

Wholesale
City of
Universal
City

$0 $0.82 $55,054 $0 $0 $1.3

Wholesale
City of
Selma

$0 $0.82 $548,815 $0 $0 $1.3

Wholesale
Springs Hill
WSC

$283,650 $0.82 $286,797 $0 $200,000 $0.73

Wholesale
City of
Converse

$340,222 $0.82 $340,222 $0 $200,000 $0.92

Wholesale
SAWS T!

$2,896,958 $0.82 $2,896,958 $0 $1,877,123 $0

Wholesale
SAWS T2

$2,139,046 $0.82 $2,139,046 $0 $1,277,432 $0.73

Fiscal Year
Ending

Net
Taxable

Assessed
Value ($)

Tax Rate
($)

General
Fund ($)

Interest &
Sinking
Fund ($)

Tax Levy
($)

Percentage
Current

Collections
(%)

Percentage
Total

Collections
(%)

2016



   

Tax Assessed Values Comments: 

2015
2014
2013
2012



TaxRateTable N/A



TaxAssessedValueByClass_0 N/A



TaxAssessedValueByClass_1 N/A



TaxAssessedValueByClass_2 N/A



TaxAssessedValueByClass_3 N/A



TaxAssessedValueByClass_4 N/A



Top Ten Taxpayers
   

   

   

Top Ten Taxpayer Comments: 

Tax Rate and Sales Tax
   

   

Provide the maximum tax rate permitted by law per $100 of property value.: 

   

Does the applicant collect sales tax?: N

   

Is the proposed loan tax-exempt?: N

Taxpayer Name Assessed Value Percent of Total Bankruptcy (Y/N)



$22,830,000 $43,670,000

Fiscal Existing Board Participation Low Interest Loan Total New Net Operating Costs Required City of Schertz City of Seguin
Year Debt Service Net Debt Service 30 yr. Debt Service Debt Service Plant O&M (Fixed) Plant O&M (Vairabale) Administrative Costs Revenues 50.00% 50.00%
2017 $5,007,338 $0.00 $1,029,764.63 $6,037,102.13 $6,363,644.00 $2,863,860.00 $961,504.00 $16,226,110.13 $8,113,055.07 $8,113,055.07
2018 $5,019,275 $0.00 $1,373,019.50 $6,392,294.50 $6,554,553.32 $2,949,775.80 $990,349.12 $16,886,972.74 $8,443,486.37 $8,443,486.37
2019 $5,008,513 $106,905 $2,453,019.50 $7,568,437.00 $6,751,189.92 $3,038,269.07 $1,020,059.59 $18,377,955.59 $9,188,977.79 $9,188,977.79
2020 $5,018,438 $213,810 $2,451,787.50 $7,684,035.00 $6,953,725.62 $3,129,417.15 $1,050,661.38 $18,817,839.14 $9,408,919.57 $9,408,919.57
2021 $4,998,588 $267,263 $2,451,854.50 $7,717,705.00 $7,162,337.39 $3,223,299.66 $1,082,181.22 $19,185,523.27 $9,592,761.63 $9,592,761.63
2022 $5,011,088 $374,168 $2,454,174.50 $7,839,430.00 $7,377,207.51 $3,319,998.65 $1,114,646.66 $19,651,282.82 $9,825,641.41 $9,825,641.41
2023 $5,013,963 $454,346 $2,453,587.00 $7,921,895.50 $7,598,523.73 $3,419,598.61 $1,148,086.06 $20,088,103.90 $10,044,051.95 $10,044,051.95
2024 $5,007,763 $614,704 $2,450,458.00 $8,072,924.50 $7,826,479.44 $3,522,186.57 $1,182,528.64 $20,604,119.15 $10,302,059.58 $10,302,059.58
2025 $5,013,350 $812,478 $2,450,294.00 $8,276,122.00 $8,061,273.83 $3,627,852.17 $1,218,004.50 $21,183,252.49 $10,591,626.25 $10,591,626.25
2026 $5,135,809 $988,871 $2,453,281.00 $8,577,961.38 $8,303,112.04 $3,736,687.73 $1,254,544.64 $21,872,305.79 $10,936,152.89 $10,936,152.89
2027 $5,124,238 $1,069,050 $2,453,635.00 $8,646,922.51 $8,552,205.40 $3,848,788.36 $1,292,180.97 $22,340,097.25 $11,170,048.63 $11,170,048.63
2028 $5,131,338 $1,539,814 $2,451,885.00 $9,123,036.51 $8,808,771.57 $3,964,252.01 $1,330,946.40 $23,227,006.49 $11,613,503.25 $11,613,503.25
2029 $5,131,931 $2,010,578 $2,454,106.00 $9,596,615.26 $9,073,034.71 $4,083,179.57 $1,370,874.80 $24,123,704.34 $12,061,852.17 $12,061,852.17
2030 $5,125,019 $2,010,578 $2,450,151.00 $9,585,747.76 $9,345,225.75 $4,205,674.96 $1,412,001.04 $24,548,649.51 $12,274,324.76 $12,274,324.76
2031 $5,133,136 $2,010,578 $2,450,167.00 $9,593,881.26 $9,625,582.53 $4,331,845.21 $1,454,361.07 $25,005,670.07 $12,502,835.03 $12,502,835.03
2032 $5,141,296 $2,010,578 $2,454,007.00 $9,605,881.26 $9,914,350.00 $4,461,800.57 $1,497,991.90 $25,480,023.73 $12,740,011.87 $12,740,011.87
2033 $5,140,375 $2,010,578 $2,450,310.50 $9,601,263.51 $10,211,780.50 $4,595,654.58 $1,542,931.66 $25,951,630.26 $12,975,815.13 $12,975,815.13
2034 $5,143,152 $2,010,578 $2,450,097.50 $9,603,827.38 $10,518,133.92 $4,733,524.22 $1,589,219.61 $26,444,705.13 $13,222,352.56 $13,222,352.56
2035 $5,140,028 $1,539,814 $2,453,199.50 $9,133,041.00 $10,833,677.94 $4,875,529.95 $1,636,896.20 $26,479,145.08 $13,239,572.54 $13,239,572.54
2036 $5,126,638 $2,059,050 $2,454,448.00 $9,640,135.50 $11,158,688.27 $5,021,795.85 $1,686,003.08 $27,506,622.70 $13,753,311.35 $13,753,311.35
2037 $5,133,606 $2,061,480 $2,453,728.00 $9,648,814.25 $11,493,448.92 $5,172,449.72 $1,736,583.18 $28,051,296.07 $14,025,648.03 $14,025,648.03
2038 $5,137,881 $2,062,835 $2,450,800.00 $9,651,516.25 $11,838,252.39 $5,327,623.21 $1,788,680.67 $28,606,072.52 $14,303,036.26 $14,303,036.26
2039 $5,134,344 $2,061,840 $2,450,664.00 $9,646,847.75 $12,193,399.96 $5,487,451.91 $1,842,341.09 $29,170,040.71 $14,585,020.36 $14,585,020.36
2040 $5,132,756 $2,063,495 $2,453,136.00 $9,649,387.25 $12,559,201.96 $5,652,075.47 $1,897,611.32 $29,758,276.00 $14,879,138.00 $14,879,138.00
2041 $5,132,700 $2,062,565 $2,453,032.00 $9,648,297.00 $12,935,978.02 $5,821,637.73 $1,954,539.66 $30,360,452.41 $15,180,226.21 $15,180,226.21
2042 $425,300 $2,059,050 $2,450,352.00 $4,934,702.00 $13,324,057.36 $5,996,286.86 $2,013,175.85 $26,268,222.08 $13,134,111.04 $13,134,111.04
2043 $424,600 $2,062,950 $2,455,096.00 $4,942,646.00 $13,723,779.08 $6,176,175.47 $2,073,571.13 $26,916,171.68 $13,458,085.84 $13,458,085.84
2044 $423,300 $2,058,795 $2,451,896.00 $4,933,991.00 $14,135,492.45 $6,361,460.73 $2,135,778.26 $27,566,722.45 $13,783,361.22 $13,783,361.22
2045 $2,061,820 $2,450,936.00 $4,512,756.00 $14,559,557.23 $6,552,304.55 $2,199,851.61 $27,824,469.39 $13,912,234.70 $13,912,234.70
2046 $2,061,555 $2,452,032.00 $4,513,587.00 $14,996,343.94 $6,748,873.69 $2,265,847.16 $28,524,651.79 $14,262,325.90 $14,262,325.90
2047 $2,063,000 $0.00 $2,063,000.00 $15,446,234.26 $6,951,339.90 $2,333,822.58 $26,794,396.74 $13,397,198.37 $13,397,198.37
2048 $2,060,920 $0.00 $2,060,920.00 $15,909,621.29 $7,159,880.10 $2,403,837.25 $27,534,258.64 $13,767,129.32 $13,767,129.32
2049 $2,060,315 $0.00 $2,060,315.00 $16,386,909.93 $7,374,676.50 $2,475,952.37 $28,297,853.80 $14,148,926.90 $14,148,926.90
2050 $2,060,950 $0.00 $2,060,950.00 $16,878,517.23 $7,595,916.80 $2,550,230.94 $29,085,614.96 $14,542,807.48 $14,542,807.48
2051 $2,062,590 $0.00 $2,062,590.00 $17,384,872.74 $7,823,794.30 $2,626,737.87 $29,897,994.91 $14,948,997.46 $14,948,997.46

Total $128,515,759 $53,027,901 $71,064,918.63 $252,608,578.46 $384,759,164.15 $173,154,937.62 $58,134,533.51

Schertz-Seguin Local Government Corporation 
30 Year SWIFT Funding, Series 2016

Participants

 



Date Principal Rate Interest TWDB Net Det Service Annual
8/1/2017 $801,788 -$801,788 $0

9/30/2017 $0
2/1/2018 $534,525 -$534,525 $0
8/1/2018 $534,525 -$534,525 $0

9/30/2018 $0
2/1/2019 $534,525 -$534,525 $0
8/1/2019 $534,525 -$427,620 $106,905

9/30/2019 $106,905
2/1/2020 $534,525 -$427,620 $106,905
8/1/2020 $534,525 -$427,620 $106,905

9/30/2020 $213,810
2/1/2021 $534,525 -$427,620 $106,905
8/1/2021 $534,525 -$374,168 $160,358

9/30/2021 $267,263
2/1/2022 $534,525 -$374,168 $160,358
8/1/2022 $534,525 -$320,715 $213,810

9/30/2022 $374,168
2/1/2023 $534,525 -$320,715 $213,810
8/1/2023 $534,525 -$293,989 $240,536

9/30/2023 $0 $454,346
2/1/2024 $534,525 -$293,989 $240,536
8/1/2024 $534,525 -$160,358 $374,168

9/30/2024 $614,704
2/1/2025 $534,525 -$176,393 $358,132
8/1/2025 $534,525 -$80,179 $454,346

9/30/2025 $812,478
2/1/2026 $534,525 -$80,179 $454,346
8/1/2026 $534,525 $0 $534,525

9/30/2026 $988,871
2/1/2027 $534,525 $0 $534,525
8/1/2027 $534,525 $0 $534,525

9/30/2027 $1,069,050
2/1/2028 $534,525 $0 $534,525
8/1/2028 $534,525 $470,764 $1,005,289

9/30/2028 $1,539,814
2/1/2029 $534,525 $470,764 $1,005,289
8/1/2029 $534,525 $470,764 $1,005,289

9/30/2029 $2,010,578
2/1/2030 $534,525 $470,764 $1,005,289
8/1/2030 $534,525 $470,764 $1,005,289

9/30/2030 $2,010,578
2/1/2031 $534,525 $470,764 $1,005,289
8/1/2031 $534,525 $470,764 $1,005,289

9/30/2031 $2,010,578
2/1/2032 $534,525 $470,764 $1,005,289
8/1/2032 $534,525 $470,764 $1,005,289

9/30/2032 $2,010,578
2/1/2033 $534,525 $470,764 $1,005,289
8/1/2033 $534,525 $470,764 $1,005,289

9/30/2033 $2,010,578
2/1/2034 $534,525 $470,764 $1,005,289
8/1/2034 $534,525 $470,764 $1,005,289

9/30/2034 $2,010,578
2/1/2035 $534,525 $470,764 $1,005,289
8/1/2035 $534,525 $534,525

9/30/2035 $1,539,814
2/1/2036 $534,525 $534,525
8/1/2036 $990,000 4.300% $534,525 $1,524,525

9/30/2036 $2,059,050
2/1/2037 $513,240 $513,240
8/1/2037 $1,035,000 4.700% $513,240 $1,548,240

9/30/2037 $2,061,480
2/1/2038 $488,918 $488,918
8/1/2038 $1,085,000 4.700% $488,918 $1,573,918

9/30/2038 $2,062,835
2/1/2039 $463,420 $463,420
8/1/2039 $1,135,000 4.700% $463,420 $1,598,420

9/30/2039 $2,061,840
2/1/2040 $436,748 $436,748
8/1/2040 $1,190,000 4.700% $436,748 $1,626,748

9/30/2040 $2,063,495
2/1/2041 $408,783 $408,783
8/1/2041 $1,245,000 4.700% $408,783 $1,653,783

9/30/2041 $2,062,565
2/1/2042 $379,525 $379,525
8/1/2042 $1,300,000 4.700% $379,525 $1,679,525

9/30/2042 $2,059,050
2/1/2043 $348,975 $348,975
8/1/2043 $1,365,000 4.700% $348,975 $1,713,975

9/30/2043 $2,062,950
2/1/2044 $316,898 $316,898
8/1/2044 $1,425,000 4.700% $316,898 $1,741,898

9/30/2044 $2,058,795
2/1/2045 $283,410 $283,410
8/1/2045 $1,495,000 4.700% $283,410 $1,778,410

9/30/2045 $2,061,820
2/1/2046 $248,278 $248,278
8/1/2046 $1,565,000 4.700% $248,278 $1,813,278

9/30/2046 $2,061,555
2/1/2047 $211,500 $211,500
8/1/2047 $1,640,000 4.700% $211,500 $1,851,500

9/30/2047 $2,063,000
2/1/2048 $172,960 $172,960
8/1/2048 $1,715,000 4.700% $172,960 $1,887,960

9/30/2048 $2,060,920
2/1/2049 $132,658 $132,658
8/1/2049 $1,795,000 4.700% $132,658 $1,927,658

9/30/2049 $2,060,315
2/1/2050 $90,475 $90,475
8/1/2050 $1,880,000 4.700% $90,475 $1,970,475

9/30/2050 $2,060,950
2/1/2051 $46,295 $46,295
8/1/2051 $1,970,000 4.700% $46,295 $2,016,295

9/30/2051 $2,062,590
Totals $22,830,000 $30,197,898 $0 $53,027,898 $53,027,898

SSLGC - BOARD PARTICIPATION LOAN SCHEDULE
REVISED 7-7-2016 



Operating Revenue 2015 2014 2013 2012 2011

Water Usage Fee $16,278,709 $13,790,208 $9,107,237 $9,265,407 $8,072,551

Rents, Royalties, & Leases $129,600 $93,369 $126,444 $133,466 $157,063

Impact Fees $910,030 $449,997 $417,297 $515,522 $795,990

Reservation Fees $269,000 $538,000 $538,000 $269,000

Management Services Provided $71,804 $58,777 $77,520 $72,314 $0

Miscellaneous Fees $86,996 $65,670 $26,356 $11,557 $11,490

Total Operating Revenues $17,477,139 $14,727,021 $10,292,854 $10,536,266 $9,306,094

Operating Expenses

Operations and Maintenance

Personnel Costs $730,370 $543,123 $429,237 $447,399 $357,883

Professional Services $659,927 $298,981 $271,087 $225,419 $355,193

Mitigation Fund Services $0 $0 $0 $0 $530,860

Technical Services $234,881 $154,615 $131,348 $136,781 $119,167

Utilities $1,947,180 $1,458,752 $760,638 $754,572 $781,198

Repairs & Maintenance $488,872 $195,230 $222,734 $626,046 $73,280

General Surplus $528,158 $491,669 $294,478 $346,478 $279,137

Insurance $32,000 $20,000 $15,000 $15,000 $11,000

Other Operating Costs $113,971 $94,615 $101,296 $82,550 $46,948

Total Operations and Maintenance $4,735,359 $3,256,985 $2,225,818 $2,634,245 $2,554,666

Other Operating Expenses

Ammortization of Lease Acquisition Costs $85,399 $85,399 $85,399 $85,399 $123,877

Annula Lease Payments‐Water Rights $2,234,066 $2,467,171 $2,473,882 $2,221,928 $1,829,417

Depreciation $1,962,622 $1,547,003 $1,506,043 $1,312,738 $1,146,523

Total Other Operating Costs $4,282,087 $4,099,573 $4,065,324 $3,620,065 $3,099,817

Operating Income $8,459,693 $7,370,463 $4,001,712 $4,281,956 $3,651,611

Nonoperating Revenues (Expenses)

Interest Income $17,595 $14,551 $51,441 $51,702 $55,167

Misc Nonoperating Income $0 $0 $0 $0 $73,963

Reimbursements to Particpating Governments $0 ($269,000) ($538,000) ($538,000) ($269,000)

Interest Expense and Fiscal Fees ($2,668,447) ($3,521,370) ($4,334,838) ($3,679,331) ($3,770,617)

Bond Issuance Costs ($912,761) $0 $0 ($489,955) ($103,642)

Total NonOperating Revenues (Expeneses) ($3,563,613) ($3,775,819) ($4,821,397) ($4,655,584) ($4,014,129)

Change in Net Position $4,896,080 $3,594,644 ($819,685) ($373,628) ($362,518)

For Fiscal Year Ending September 30

Schertz/Seguin Local Government Corporation

5 Year Comparative Statements

TWUA SWIFT APPLICATION
SECTION: C21
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INDEPENDENT AUDITOR’S REPORT

Members of the Board of Directors
Schertz/Seguin Local Government Corporation

Report on the Financial Statements

We have audited the accompanying financial statements of the Schertz/Seguin Local Government 
Corporation as of and for the years ended September 30, 2015 and 2014, and the related notes to the 
financial statements, which collectively comprise the Schertz/Seguin Local Government Corporation’s 
basic financial statements as listed in the Table of Contents.

Management’s Responsibility for the Financial Statements

Schertz/Seguin Local Government Corporation’s management is responsible for the preparation and fair 
presentation of these financial statements in accordance with accounting principles generally accepted in 
the United States of America; this includes the design, implementation, and maintenance of internal 
control relevant to the preparation and fair presentation of financial statements that are free from material 
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these basic financial statements based on our audit.  We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America.  Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. 
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the financial statements in order to design audit procedures that are appropriate in 
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s 
internal control.  Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position of the Schertz/Seguin Local Government Corporation, as of September 30, 2015 and 
2014, and the changes in its financial position and its cash flows for the years then ended in conformity 
with accounting principles generally accepted in the United States of America.

TWDB SWIFT APPLICATION 
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Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that management’s 
discussion and analysis on pages 3 through 7 be presented to supplement the basic financial statements.  
Such information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the 
basic financial statements in an appropriate operational, economic, or historical context.  We have applied 
certain limited procedures to the required supplementary information in accordance with auditing 
standards generally accepted in the United States of America, which consisted of inquiries of 
management regarding the methods of preparing the information and comparing the information for 
consistency with management’s response to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements.  We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance.

Armstrong, Vaughan & Associates, P.C.

March 07, 2016
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MANAGEMENT’S DISCUSSION AND ANALYSIS

Our discussion and analysis of the Schertz/Seguin Local Government Corporation’s financial 
performance provide an overview of the Corporation’s financial activities for the fiscal year ended 
September 30, 2015.  Please read it in conjunction with the Corporation’s financial statements.

HIGHLIGHTS

Financial Highlights

 The Corporation’s net position was $10,417,658 at September 30, 2015.

 Total operating revenues were $17,477,139, while total operating expenses were $9,017,446.

Corporation Highlights

 The Corporation currently owns approximately 4,388 acres of land and leases water rights to
another 15,147 acres in Gonzales County where the wells and treatment plant are located.
SSLGC is permitted to produce 19,362 acre-feet of water per year from twelve wells.

 The Corporation currently owns approximately 1,494 acres of land and leases water rights to
another 12,511 acres in Guadalupe County.  SSLGC is permitted to produce for a total of 226
acre feet of water per year from the Carrizo aquifer and 1,290.4 acre feet from the Wilcox aquifer.

 The Corporation issued two refunding bonds during the year ended September 30, 2015.

USING THIS ANNUAL REPORT

This annual report consists of two parts: Management’s Discussion and Analysis and Financial 
Statements.  The financial statements also include notes that explain in more detail some of the 
information in the financial statements.

Required financial statements

The Financial Statements of the Corporation report information about the Corporation using accounting
methods similar to those used by private sector companies.  These statements offer short- and long-term 
financial information about its activities.  The Statement of Net Position includes all of the Corporation’s 
assets, deferred outflows of resources, deferred inflows of resources, and liabilities and provides 
information about the nature and amounts of investments in resources (assets) and obligations to creditors 
(liabilities).  It also provides the basis for computing rate of return, evaluating the capital structure of the 
Corporation and assessing the liquidity and financial flexibility of the Corporation.  All of the current 
year’s revenues and expenses are accounted for in the Statement of Revenues, Expenses, and Changes in 
Net Position.  This statement measures the success of the Corporation’s operations over the past year and 
can be used to determine whether the Corporation has successfully recovered all its costs through its user 
fees and other charges, profitability, and credit worthiness.  The final required financial statement is the 
Statement of Cash Flows.  The primary purpose of this statement is to provide information about the 
Corporation’s cash receipts and cash payments during the reporting period.  The statement reports cash 
receipts, cash payments, and net changes in cash resulting from operations as “from where did the cash 
come? “for what was cash used?’ and “what was the change in cash balance during the reporting period?’

TWDB SWIFT APPLICATION 
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FINANCIAL ANALYSIS OF THE CORPORATION AS A WHOLE

One of the most important questions asked about the Corporation’s finances is “Is the Corporation, as a 
whole, better off or worse off as a result of the year’s activities?”  The Statement of Net Position and the 
Statement of Revenues, Expenses and Changes in Net Position report information about the Corporation’s 
activities in a way that will help answer this question.  These two statements report the net position of the 
Corporation and changes in them.  You can think of the Corporation’s net position—the difference 
between assets, deferred outflows of resources, deferred inflows of resources, and liabilities—as one way 
to measure financial health or financial position.  Over time, increases or decreases in the Corporation’s 
net position is one indicator of whether its financial health is improving or deteriorating.  However, you 
will need to also consider other non-financial factors such as changes in economic conditions, population 
growth, and new or changed legislation.

The Corporation’s total net position is $10,417,658.  Our analysis below focuses on the Corporation’s net 
position (Table 1) and changes in net position (Table 2) during the year.

2015 2014 2013

Current Assets 16,110,100$     11,752,482$     7,996,041$    

Restricted Assets 7,690,087         8,866,401         22,114,478    
Net Property, Plant & Equipment 93,153,345       86,142,663       78,465,951    

Other Assets 194,208            279,607            365,006         
    TOTAL ASSETS 117,147,740     107,041,153     108,941,476  

Deferred Charge on Refunding 2,681,612         1,801,852         1,935,207      

    TOTAL DEFERRED OUTFLOWS 2,681,612         1,801,852         1,935,207      

Current Liabilities 6,047,766         5,861,643         9,463,232      
Revenue Bonds Payable 103,363,928     97,459,784       99,486,517    

    TOTAL LIABILITIES 109,411,694     103,321,427     108,949,749  

Net Investment in Capital Assets (4,454,571)        (5,182,814)        (4,723,901)     

Restricted 5,043,721         3,699,577         3,238,981      

Unrestricted 9,828,508         7,004,815         3,411,854      
  TOTAL NET POSITION 10,417,658$     5,521,578$       1,926,934$    

Schertz-Seguin Local Government Corporation's
Table 1

Net Position

Net Income before contributions was $4,896,080. 

Changes in the Corporation’s net position can be determined by reviewing the following condensed 
Statement of Revenue, Expenses, and Changes in Net Position for the year.
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2015 2014 2013

Total Operating Revenues 17,477,139$     14,727,021$     10,292,854$  

Interest Income 17,595              14,551              51,441           

    TOTAL REVENUES 17,494,734       14,741,572       10,344,295    

Total Operating Expenses 9,017,446         7,356,558         6,291,142      

Interest Expense & Fiscal Agent Fees 2,668,447         3,521,370         4,334,835      

Other Nonoperating Expenses 912,761            269,000            538,000         

    TOTAL EXPENSES 12,598,654       11,146,928       11,163,977    

Net Income (Loss) Before 

  Contributions 4,896,080         3,594,644         (819,682)        

Net Position at Beginning of Year 5,521,578         1,926,934         2,746,616      
  TOTAL NET POSITION 10,417,658$     5,521,578$       1,926,934$    

Net Position
Changes in Schertz-Seguin Local Government Corporation's

Table 2

CAPITAL ASSETS AND DEBT ADMINISTRATION

Capital Assets

At the end of Fiscal year 2015, the Corporation had $93,153,345, net of depreciation, invested in capital 
assets, including water treatment plants, water transmission and distribution mains, water storage 
facilities, pump stations as well as land.  This is an increase of $7,010,682.  Several projects are still 
ongoing resulting in a balance of Projects in Progress of $3,737,643, a decrease of $29,903,175 from prior 
year as several projects were completed during the current year.  Accumulated Depreciation increased by 
$1,944,673.

2015 2014 2013

Land 14,810,128$     7,576,520$       7,576,520$     

Water Distribution System 88,439,644       57,706,126       57,493,448     

Buildings and Improvements 881,646            - -
Equipment and Vehicles 444,598            434,840            434,840          

Accumulated Depreciation (15,160,314)      (13,215,641)      (11,675,253)   

89,415,702       52,501,845       53,829,555     

Projects in Progress 3,737,643         33,640,818       24,636,396     

Net Property, Plant & Equipment 93,153,345$     86,142,663$     78,465,951$   

Table 3
Schertz-Seguin Local Government Corporation's Assets
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Bond Ratings

The Corporation’s bonds 
presently carry “AAA” ratings 
with underlying ratings as 
follows: Fitch “AA-” and 
Standard & Poors “A-“.

Long Term Debt

At year-end, the Corporation had a total of $103,510,000 bonds outstanding 
as compared to $99,745,000 the previous year.  This is largely due to the
bonds issued during the current year for purchase of land less current 
principal payments.

2015 2014

Bonds Payable 103,510,000$ 99,745,000$   
  Total Bonds Payable 103,510,000$ 99,745,000$   

Table 4
Schertz-Seguin Local Government Corporation's

Long-Term Debt

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

 The Corporation is in the final construction phase of the 2010 expansion of its system.  The last
storage tank in this expansion project has not been completed, but is in service.

 The two original steel storage tanks are to be refurbished and repainted as part of required
periodic maintenance.

 The Corporation owns property in Guadalupe County that includes seven well sights, a treatment
plant sight and one existing Carrizo well.  The Corporation has also purchased approximately
1,469 acres in Guadalupe County to provide more water rights and added flexibility.  Potential
customers have been identified and wholesale water contracts are under development.
Construction of this project is projected for 2017.  The Guadalupe Project will require that an
additional pipeline be constructed to parallel the existing 36 inch pipeline to Schertz.  The
Corporation will pursue TWDB SWIFT funding for this project.

 A water quality issue with the addition of the SAWS water has been identified that causes
corrosion in the treatment process.  A pre-treatment solution will be piloted soon, and if effective,
will be permanently installed.  This issue does not affect finished water quality delivered to
customers.

 A cathodic protection project is under construction to install adequate coverage for the pipeline
segment from the water treatment plant to the City of Seguin.  This project will be completed in
stages, with the second stage from Seguin to Schertz to coincide with the installation of the
parallel pipeline.

 The Corporation is investigating improvements to water treatment plant one to remove obsolete
chemical tanks and convert this area to office space.  Replacement of the original control
equipment for the high service pumps is planned to convert them from analog variable frequency
drives to solid state soft-starts.

 A master plan is to be drafted for the development of a park facility on property owned by the
corporation in Gonzales County to include a reservoir that utilizes backwash water from the
treatment plant.
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CONTACTING THE CORPORATION’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, customers, and creditors with a general overview 
of the Corporation’s finances and to demonstrate the Corporation’s accountability for the money it 
receives.  If you have questions about this report or need additional financial information, contact the 
Schertz-Seguin Local Government Corporation, General Manager, P. O. Box 833, Seguin, Texas 
78156-0833.
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BASIC FINANCIAL STATEMENTS
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The accompanying notes are an integral part of these statements.
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SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION
COMPARATIVE STATEMENTS OF NET POSITION

SEPTEMBER 30, 2015 AND 2014

2015 2014

ASSETS
Current Assets:
  Cash and Cash Equivalents 14,714,903$     9,888,164$       

  Accounts Receivable 1,258,566 1,715,830

  Other Receivables 59,926 71,783

  Inventory 76,705 76,705

      Total Current Assets 16,110,100       11,752,482       

Restricted Assets:
  Cash and Cash Equivalents 7,690,087 8,866,401

      Total Restricted Assets 7,690,087         8,866,401         

Property, Plant & Equipment:
  Land 14,810,128 7,576,520

  Water Distribution System 88,439,644 57,706,126

  Buildings & Improvements 881,646 -

  Equipment & Vehicles 444,598 434,840

  Projects in Progress 3,737,643 33,640,818

  Accumulated Depreciation (15,160,314)      (13,215,641)      

      Net Property, Plant & Equipment 93,153,345       86,142,663       

Other Assets:
  Lease Acquisition Costs (Net of Amortization of

    $659,786 and $574,387) 194,208 279,607

      Total Other Assets 194,208            279,607            

      Total Assets 117,147,740     107,041,153     

DEFERRED OUTFLOWS OF RESOURCES
  Deferred Charge on Refunding 2,681,612 1,801,852

      Total Deferred Outflows of Resources 2,681,612$       1,801,852$       
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The accompanying notes are an integral part of these statements.
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SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION
COMPARATIVE STATEMENTS OF NET POSITION (CONTINUED)

SEPTEMBER 30, 2015 AND 2014

LIABILITIES 2015 2014

Current Liabilities:
  Accounts Payable - Trade 2,589,614$       1,821,774$       

  Accounts Payable - Construction Projects 233,962            1,245,899         

  Accrued Interest Payable 715,259 709,225

  Unearned Revenue 243,931 19,745

  Current Portion of Revenue Bonds 2,265,000         2,065,000         
      Total Current Liabilities 6,047,766         5,861,643         

  Revenue Bonds Payable (Less Current Maturities and 

    Net of Unamortized Discounts and Premiums) 103,363,928 97,459,784

      Total Liabilities 109,411,694     103,321,427     

NET POSITION
  Net Investment in Capital Assets (4,454,571)        (5,182,814)        

  Restricted:
    Debt Service 818,083            386,764            

    Repairs and Replacement 500,000            500,000            

    Impact Fees 3,725,638         2,812,813         

  Unrestricted 9,828,508         7,004,815         

      Total Net Position 10,417,658$     5,521,578$       
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The accompanying notes are an integral part of these statements.
11

SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION
COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

YEARS ENDED SEPTEMBER 30, 2015 AND 2014

2015 2014

Operating Revenue
Water Usage Fees 16,278,709$     13,790,208$     

Rents, Royalties & Leases 129,600 93,369

Impact Fees 910,030 449,997

Reservation Fee - 269,000

Management Services Provided 71,804 58,777

Miscellaneous Fees 86,996              65,670

      Total Operating Revenues 17,477,139       14,727,021       

Operating Expenses
Operations & Maintenance:
  Personnel Costs 730,370 543,123

  Professional Services 659,927 298,981

  Technical Services 234,881 154,615

  Utilities 1,947,180 1,458,752

  Repairs and Maintenance 488,872 195,230

  General Supplies 528,158 491,669

  Insurance 32,000 20,000

  Other Operating Costs 113,971 94,615

      Total Operations & Maintenance 4,735,359         3,256,985         

Other Operating Expenses:
  Amortization of Lease Acquisition Costs 85,399 85,399

  Annual Lease Payments - Water Rights 2,234,066 2,467,171

  Depreciation 1,962,622 1,547,003

      Total Other Operating Expenses 4,282,087         4,099,573         

      Total Operating Expenses 9,017,446         7,356,558         

Operating Income (Loss) 8,459,693         7,370,463         

Nonoperating Revenues (Expenses):
  Interest Income 17,595              14,551

  Reimbursement Paid to Participating Governments - (269,000)

  Interest Expense and Fiscal Fees (2,668,447)        (3,521,370)

  Bond Issuance Costs (912,761)           -

      Total Nonoperating Revenues (Expenses) (3,563,613)        (3,775,819)        

Change in Net Position 4,896,080         3,594,644         

Net Position - Beginning of Year 5,521,578         1,926,934

      Net Position - End of Year 10,417,658$     5,521,578$       
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The accompanying notes are an integral part of these statements.
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SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION
COMPARATIVE STATEMENTS OF CASH FLOWS
YEARS ENDED SEPTEMBER 30, 2015 AND 2014

2015 2014

Cash Flows From Operating Activities
Cash Received From Customers 18,170,446$     14,312,794$     

Cash Paid to Suppliers (6,201,585)        (5,433,541)        

      Net Cash Provided (Used) by Operating Activities 11,968,861       8,879,253         

Cash Flows From Capital and Related 
  Financing Activities
Payments Toward Projects in Progress (1,849,063)        (12,818,615)      

Purchase of Land (7,183,508)        -

Purchase of Equipment and Vehicles (27,707)             -

Payments to Participating Governments - (269,000)

Proceeds from Revenue Refunding Bonds 49,561,282       -

Payments to Escrow Agent to Refund Bond Issue (42,915,994)      -

Bond Interest and Fiscal Fees Paid (3,761,041)        (4,290,211)        

Bond Principal Payment (2,160,000)        (1,430,000)        

      Net Cash Provided (Used) by Capital and Related
      Financing Activities (8,336,031)        (18,807,826)      

Cash Flows From Investing Activities
Interest Received 17,595              14,551              

      Net Cash Provided (Used) by Investing Activities 17,595              14,551              

      Net Increase (Decrease) In Cash and
        Cash Equivalents 3,650,425         (9,914,022)        

Cash and Cash Equivalents at Beginning of Period 18,754,565       28,668,587       

Cash and Cash Equivalents at End of Period 22,404,990$     18,754,565$     

Cash and Cash Equivalents as Reported on Balance Sheet:
Cash and Cash Equivalents 14,714,903$     9,888,164$       

Restricted Cash and Cash Equivalents 7,690,087         8,866,401         

22,404,990$     18,754,565$     
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SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION
COMPARATIVE STATEMENTS OF CASH FLOWS (CONTINUED)

YEARS ENDED SEPTEMBER 30, 2015 AND 2014

2015 2014

Reconciliation of Operating Income to Net Cash 
  Provided by Operating Activities
  Operating Income (Loss) 8,459,693$       7,370,463$       

  Adjustments to Reconcile Operating Income (Loss) to Net Cash 

    Provided by Operating Activities:

    Amortization of Lease Acquisition Costs 85,399              85,399              
    Depreciation 1,962,622         1,547,003         

    (Increase) Decrease in Accounts Receivable 457,264            (370,538)           

    (Increase) Decrease in Other Receivables 11,857              (51,848)             

    Increase (Decrease) in Accounts Payable 767,840            290,615            

    Increase (Decrease) in Unearned Revenue 224,186            8,159

      Net Cash Provided (Used) by Operating Activities 11,968,861$     8,879,253$       

SUPPLEMENTAL SCHEDULE OF NON-CASH INVESTING ACTIVITIES:

Historical Cost of Equipment Disposed 17,949$            6,615$              

Accumulated Depreciation (17,949)             (6,615)

Fully Amortized Lease Acquisition Costs Removed - 1,295,415

Accumulated Amortization - (1,295,415)
Net Book Value -$ -$
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SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS

SEPTEMBER 30, 2015 AND 2014

NOTE A -- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. Financial Reporting Entity

The Schertz/Seguin Local Government Corporation was incorporated December 23, 1998 pursuant to the
provisions of the Texas Transportation Corporation Act and the Texas Local Government Code.  The 
Corporation was organized to aid, assist, and act on behalf of the Cities of Schertz and Seguin, 
collectively, in acquiring, constructing, improving or extending, and maintaining and operating a water 
utility system for public use.

The Corporation meets the criteria of a joint venture between the cities of Schertz and Seguin with an 
ongoing financial responsibility.  The Cities have pledged revenues from existing water utility systems to 
finance the operations and long-term debt of the Corporation, either through purchasing water from the 
Corporation or subsidizing through direct payments (reflected as “Contributions from Participating 
Governments”).  The Corporation continues to actively pursue the development of alternate water 
sources.

The financial statements of the Corporation have been prepared in conformity with generally accepted 
accounting principles (GAAP) as applied to government units.  The Government Accounting Standards 
Board (GASB) is the accepted standard-setting body for establishing governmental accounting and 
financial reporting principles.

2. Enterprise Fund

The Corporation is an enterprise fund.  Enterprise funds are proprietary funds used to account for 
business-type activities provided to the general public.  The activities are financed primarily by user 
charges and the measurement of financial activity focuses on net income measurement similar to the 
private sector.

3. Basis of Accounting

The statements are presented on a flow of economic resources measurement focus.  With this 
measurement focus, all assets and all liabilities associated with the operation of these funds are included 
on the balance sheet.  Operating statements present increases (e.g., revenues) and decreases (e.g., 
expenses) in net total assets.  The accrual basis of accounting is used whereby revenues are recorded 
when earned and expenses are recorded at the time liabilities are incurred.

4. Cash and Cash Equivalents

Cash and cash equivalents include cash deposits and investments with a maturity date within three 
(3) months of the date acquired by the Corporation.  Cash and cash equivalents also include investments
in local government pools because the pools seek to maintain a $1 per share value and average dollar
weighted maturity of not more than 90 days (see also Note A-5).
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SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2015 AND 2014

NOTE A -- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

5. Investments

Investments consist of certificates of deposit; investments in TexPool and MBIA Asset Management 
Group (public funds investment pools); and obligations of the U.S. government and its agencies.  
Investments are recorded at fair value, except for short-term (one year or less to maturity at time of
purchase) participating interest-earning investment contracts which are reported at amortized cost.  In
addition, non-participating contracts (such as nonnegotiable certificates of deposit) are reported at 
amortized cost.

Public funds investment pools in Texas are established under the authority of the Interlocal Cooperation 
Act, Chapter 791 of the Texas Government Code, and are subject to the provisions of the Public Funds 
Investment Act, Chapter 2256 of the Texas Government Code.  In addition to the other provisions of the 
Act designed to promote liquidity and safety of principal, the Act requires pools to: 1) have an advisory 
board composed of participants in the pool and other persons who do not have a business relationship 
with the pool and are qualified to advise the pool; 2) maintain a continuous rating of no lower than AAA 
or AAA-m or an equivalent rating by at least one nationally recognized rating service; and 3) maintain the 
market value of its underlying investment portfolio within one half of one percent of the value of its 
shares.

6. Accounts Receivable

Accounts receivable consists of amounts due from member entities and customers.  Management 
considers all outstanding amounts to be collectible and has not recorded an allowance for doubtful 
accounts.

7. Inventory

Inventory of replacement parts for the water distribution system are valued at cost on a first-in, first-out 
basis.

8. Restricted Assets

Certain proceeds of bonds, as well as certain resources set aside for their repayment, are classified as 
restricted assets on the balance sheet because their use is limited by applicable bond covenants.  Funds are 
segregated to report those proceeds of revenue bond issuances that are restricted for construction.  Funds 
are also segregated to provide for debt service as provided under bond indenture agreements.

9. Property, Plant & Equipment

All purchased property, plant and equipment is valued at cost if purchased, and donated property is valued 
at the estimated fair market value on the date received.  The costs of normal maintenance and repairs that 
do not add to the value of the asset or materially extend asset lives are not capitalized.  Depreciation of 
exhaustible plant and equipment is charged as an expense against operations when the asset is placed in 
service and accumulated depreciation is reported on the balance sheet.  Depreciation is provided in 
amounts sufficient to relate the cost of fixed assets to operations over their estimated service lives using 
the straight-line method.  Estimated useful lives are as follows:
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SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2015 AND 2014

NOTE A -- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

9. Property, Plant & Equipment (Continued)

Useful Life

Fixed Asset (Years)

Utility Water System 10 - 50

Building and Improvements 40

Equipment and Vehicles 5 - 20

For the years ended September 30, 2015 and 2014, depreciation in the amount of $1,962,622 and 
$1,547,003, respectively, was recognized.

10. Lease Acquisition and Lease Costs

Costs incurred to purchase or lease property for its water rights are capitalized.  Those costs include 
amounts paid to landowners to enter into the leases, and legal costs.  The costs are being amortized over 
the 10 year minimum lease term.

11. Deferred Outflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for 
deferred outflows of resources.  This separate financial statement element, deferred outflows of resources, 
represents a consumption of net position that applies to a future period(s) and so will not be recognized as 
an outflow of resources (expense/expenditure) until then.  The Corporation only has one item that 
qualifies for reporting in this category: deferred charge on refunding reported in the statement of position.  
A deferred charge on refunding results from the difference in the carrying value of refunded debt and its 
reacquisition price.  This amount is deferred and amortized over the shorter of the life of the refunded or 
refunding debt.

12. Unearned Revenue

Under the accrual method of accounting, revenue must be recognized as soon as it is earned, regardless of 
availability.  The Corporation does not recognize revenues for Impact Fees until a work order has been 
approved.  Therefore, fees received in advance of approved work orders are reflected as unearned
revenue.

13. Long-Term Obligations

Long-term obligations are reported as liabilities in the Corporation’s balance sheet.  Bond premiums and 
discounts are amortized over the life of the bonds.  Bonds payable are reported net of the applicable bond 
premium or discount.  
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SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2015 AND 2014

NOTE A -- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

14. Equity Classifications

Equity is classified as net position and displayed in three components:

a. Net Investment in Capital Assets – Consists of capital assets (net of accumulated depreciation)
and lease acquisition costs (net of accumulated amortization) and reduced by the outstanding
balances of bonds (net of premiums and discounts) and short-term notes that are attributable to
the acquisition, construction or improvement of those assets.  As of September 30, 2015, total
outstanding debt exceeded investment in capital assets due to annual depreciation and
amortization charges exceeding principal repayments on bonded debt in early years of debt
issuance schedules.

b. Restricted net position – Consists of net position with constraints placed on the use either by (1)
external groups such as creditors, grantors, contributors, or laws or regulations of other
governments; or (2) law through constitutional provisions or enabling legislation.  Bond
covenants require a Repairs and Replacement fund be maintained and funds restricted for that
purpose.  Additionally, the Impact Fee Resolution requires that fees be separated and restricted
(along with investment earnings) to finance water facilities generated by new development.

c. Unrestricted net position – All other net position that does not meet the definition of “restricted”
or “net investment in capital assets”.

15. Operating Revenues and Expenses

Operating revenues are those revenues that are generated directly from the primary activity of the 
enterprise.  For the Corporation, those revenues are charges for water provided to customers, and charges 
for use of property.  Operating expenses are the necessary costs incurred to provide the service that is the 
primary activity.  Revenues and expenses not meeting these definitions are reported as nonoperating.

16. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles 
requires management to make estimates and assumptions that affect the reported amounts of assets and 
liabilities and disclosure of contingent assets and liabilities at the date of the financial statements and the 
reported amounts of revenues and expenses during the reporting period.  Actual results could differ from 
those estimates.

NOTE B -- DEPOSITS AND INVESTMENTS

Various restrictions on deposits and investments are imposed by statutes.  These restrictions are 
summarized in the following paragraphs.

Deposits – All deposits with financial institutions must be fully collateralized.  The collateral must be 
held by the pledging financial institution’s trust department or equivalent.  As of September 30, 2015, the 
carrying amount of the Corporation’s deposits was $716,440 and the bank balance was $70,112.  The 
bank balance was fully collateralized.
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SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2015 AND 2014

NOTE B -- DEPOSITS AND INVESTMENTS (Continued)

Investments – The Corporation is required by Government Code Chapter 2256, the Public Funds 
Investment Act, to adopt, implement, and publicize an investment policy.  That policy must address the 
following areas:  (1) safety of principal and liquidity, (2) portfolio diversification, (3) allowable 
investments, (4) acceptable risk levels, (5) expected rates of return, (6) maximum allowable stated 
maturity of portfolio investments, (7) maximum average dollar-weighted maturity allowed based on the 
stated maturity date for the portfolio, (8) investment staff quality and capabilities, and (9) bid solicitation 
preferences for certificates of deposit.

The Public Funds Investment Act (“Act”) requires an annual audit of investment practices.  Audit 
procedures in this area conducted as a part of the audit of the basic financial statements disclosed that in 
the areas of investment practices, management reports and establishment of appropriate policies, the 
Corporation adhered to the requirements of the Act.  Additionally, investment practices of the 
Corporation were in accordance with local policies.

The Act determines the types of investments which are allowable for the Corporation.  These include, 
with certain restrictions, 1) obligations of the U.S. Treasury, U.S. agencies, and the State of Texas, 
2) certificates of deposit, 3) certain municipal securities, 4) securities lending program, 5) repurchase
agreements, 6) bankers acceptances, 7) mutual funds, 8) investment pools, 9) guaranteed investment
contracts, and 10) commercial paper.

As of the end of the year (respectively), the Corporation had the following investments:

2015 2014
Investment Type Fair Value Fair Value

Local Government Investment Pools 21,688,550$ 18,718,329$ 
21,688,550$ 18,718,329$ 

Credit Risk.  The Corporation’s investment policy limits investments to obligations of the United States 
or its agencies and instrumentalities (maximum 95% of funds); direct obligations of the State of Texas; 
obligations of states, agencies, contracts, cities, and other political subdivisions rated as to investment 
quality of not less than AAA by a nationally recognized investment firm.

The Corporation may also invest up to 100% of its funds in government investment pools provided the 
pool maintains a AAA rating, the pool maintains a stable asset value, and the average dollar weighted 
maturity does not exceed 90 days.  As of September 30, 2015, the Corporation had investments in 
TexPool and MBIA Texas Class Portfolio Holdings.  TexPool is rated AAAm by Standard and Poors, and 
MBIA Texas Class Portfolio Holdings is rated AAAm by Standard and Poors.

Custodial Credit Risk – Investments.  For an investment, this is the risk that, in the event of the failure of 
the counterparty, the government will not be able to recover the value of its investments or collateral 
securities that are in the possession of an outside party.  As of September 30, 2015, the Corporation was 
not subject to custodial credit risk.
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SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2015 AND 2014

NOTE C-- PROPERTY, PLANT & EQUIPMENT, AND LEASE ACQUISITION COSTS

The Corporation has acquired land and land leases for the purpose of establishing well sites and water 
treatment facilities.  The Corporation has acquired over 4,000 acres to date for this purpose.

Interest costs incurred during construction of the utility system are capitalized as part of the cost of the 
project.  The amount of interest capitalized for the system is the cost of the borrowing less interest earned 
on related interest bearing investments acquired with the proceeds of the related tax-exempt borrowings.  
The total amount of interest capitalized during the year ended September 30, 2015 was $924,963.

Changes in Land, Equipment & Vehicles, Projects in Progress, and Lease Acquisition costs are as 
follows:

Balance Balance

10/1/2014 Additions (Retirements) 9/30/2015
Land and Rights of Way 7,576,520$   7,233,608$   -$                  14,810,128$ 

Water Distribution System 57,706,126   30,733,518   - 88,439,644

Buildings & Improvements - 881,646 - 881,646

Equipment and Vehicles 434,840        27,707 (17,949)         444,598

Projects in Progress 33,640,818   1,762,089     (31,665,264)  3,737,643     
Accumulated Depreciation (13,215,641)  (1,962,622)    17,949          (15,160,314)  

86,142,663   38,675,946   (31,665,264)  93,153,345   

Water Lease Acquisition Costs 853,994        - - 853,994        

Less Accumulated Amortization (574,387)       (85,399)         - (659,786)

Total Property, Plant & Equipment and 

  Lease Acquisition Costs (Net) 86,422,270$ 38,590,547$ (31,665,264)$ 93,347,553$ 

Land and Rights of Way as well as Projects in Progress are not depreciated.
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SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2015 AND 2014

NOTE D -- BONDS PAYABLE

Following is a summary of the Corporation’s long-term debt transactions for the year ended 
September 30, 2015:

Balance (Payments)/ Balance
10/1/2014 Additions Amortization 9/30/2015

Revenue Bonds, Series 2001
  Original Issue $41,040,000
  3.70% to 5.25% 10,000,000$   -$ -$ 10,000,000$   
Less Unamortized Discount (41,206)           - - (41,206)           

Revenue Refunding Bonds, 
  Series 2005 Original Issue
  $8,500,000 3.00% to 4.375% 6,505,000       - (6,505,000) -
Less Unamortized Discount (29,405)           - 29,405 -

Revenue Refunding Bonds, 
  Series 2007 Original Issue
  $38,425,000 4.00% to 4.5% 36,120,000     - (36,120,000) -
Less Unamortized Discount (139,098)         - 139,098 -

Revenue Bonds, Series 2010
  Original Issue $22,140,000
  3.00% to 4.75% 21,695,000     - (460,000) 21,235,000     
Less Unamortized Discount (221,571)         - 13,949 (207,622)         

Contract Revenue Bonds,
  Series 2012
  Original Issue $25,425,000
  2.00% to 4.00% 25,425,000     - (575,000) 24,850,000     
Plus Unamortized Premium 211,064          - (7,817) 203,247          

Revenue Refunding Bonds, 
  Series 2007 Original Issue
  $38,425,000 4.00% to 4.5% - 6,275,000 (570,000)         5,705,000       
Plus Unamortized Premium - 229,357 (20,851)           208,506          

Revenue Refunding Bonds, 
  Series 2007 Original Issue
  $38,425,000 4.00% to 4.5% - 41,720,000 - 41,720,000
Plus Unamortized Premium - 2,023,451 (67,448)           1,956,003

99,524,784$   50,247,808$   (44,143,664)$  105,628,928   

Less Current Maturities (2,265,000)      

Net Long-Term Bonds Payable 103,363,928$ 
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SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2015 AND 2014

NOTE D -- BONDS PAYABLE (Continued)

The Corporation has issued bonds to provide funds to build, improve, extend, enlarge, and repair the 
Corporation’s utility system, fund a reserve, and pay the costs of bond issuance.  The bond resolution 
pledges intergovernmental contract revenues from the cities of Schertz and Seguin to bondholders.  Under 
the intergovernmental water supply contract, the participating governments are unconditionally obligated 
to pay their respective shares of annual contract revenue bond debt service as operating expenses from 
their respective utility systems.  The reserve fund requirement, which is average annual debt service, has 
been met with the purchase of a surety bond.  As additional security for the bonds, the Corporation has 
established a reserve fund.  The cash balance held in the reserve fund as of September 30, 2015 was 
$1,282,806.

During the year ended September 30, 2015, the Corporation issued $6,275,000 of revenue bonds to 
provide resources to purchase U.S. Government securities to be placed in an irrevocable trust for the 
purpose of generating resources for all future debt service payments on $6,505,000 of revenue bonds, 
Series 2005.  As a result the refunded portion of the Revenue Bonds, Series 2005 has been removed from 
the Statement of Net Position and is considered to be defeased.

The reacquisition price exceeded the net carrying amount of the old debt by $564,822.  This amount is 
amortized over the remaining life of the refunding debt.  The refunding resulted in gross debt service 
savings of $786,754, which provided a net present value benefit of $381,190 (difference between the 
present values of the debt service payments on the old and new debt).

During the year ended September 30, 2015, the Corporation issued $41,720,000 of revenue bonds to 
provide $34,420,000 of resources to purchase U.S. Government securities to be placed in an irrevocable 
trust for the purpose of generating resources for all future debt service payments on $35,565,000 of 
revenue bonds, Series 2007 as well as $7,300,000 for the purchase of real property.  As a result the 
refunded portion of the Revenue Bonds, Series 2007 has been removed from the Statement of Net 
Position and is considered to be defeased.

The reacquisition price exceeded the net carrying amount of the old debt by $2,251,527.  This amount is 
amortized over the remaining life of the refunding debt.   The refunding resulted in gross debt service 
savings of $3,138,272, which provided a net present value benefit of $1,975,679 (difference between the 
present values of the debt service payments on the old and new debt).

The total unamortized deferred loss on debt refunding is $2,681,612 as of September 30, 2015 and is 
shown on the Statement of Net Position as a deferred outflow of resources.
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SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2015 AND 2014

NOTE D -- BONDS PAYABLE (Continued)

Annual Requirements to amortize all long-term debt outstanding as of September 30, 2015, including 
interest payments, are as follows:

Year Ending

September 30 Principal Interest Total

2016 2,265,000$    4,266,525$  6,531,525$    
2017 2,305,000 4,212,525    6,517,525

2018 2,385,000 4,146,063    6,531,063

2019 2,450,000 4,070,000    6,520,000

2020 2,540,000 3,988,625    6,528,625

2021 - 2025 14,195,000 18,401,363  32,596,363
2026 - 2030 18,195,000 15,009,843  33,204,843

2031 - 2035 22,950,000 10,302,390  33,252,390

2036 - 2040 28,565,000 4,650,125    33,215,125

2041 - 2044 7,660,000 255,500       7,915,500

103,510,000$ 69,302,959$ 172,812,959$

Average Annual Requirements 5,959,068$    

NOTE E -- COMMITMENTS

Leases – Water Rights

The Corporation has entered into lease agreements with various land owners for rights of development, 
production, transportation, and use of ground water on the properties. In addition to incentive and 
acquisition costs (see Note A-10), the leases call for annual royalty payments based upon, at a minimum, 
the surface acres of the property times a royalty rate base amount ($105 - $125) adjusted for increases in 
the consumer price index.  The minimum term of the leases is ten years, but if the Corporation continues 
the royalty payments, the leases remain in effect.  Changes in maximum allowable production by the 
Gonzales County Underground Conservation District may decrease the future commitment for some 
leases.

Future minimum payments under the initial lease terms of the leases are as follows:

Year Ending

September 30

2016 1,679,398$    
2017 1,679,398      

2018 1,679,398      

2019 251,164         

2020 21,995           
5,311,353$    
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SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2015 AND 2014

NOTE E -- COMMITMENTS (Continued)

Leases – Water Rights (Continued)

As of September 30, 2015, the Corporation has leased a total of 17,854 acre feet.  Total estimated annual 
costs of $2,121,650 are expected for the year ended September 30, 2016, assuming the leases remain in 
effect beyond the initial minimum term.

Contract Commitments

The Corporation had the following outstanding contract commitments as of September 30, 2015:

Original Incurred Outstanding

Commitment to Date Commitment

Engineering 399,128$       86,773$         312,355$           

Improvements & Repairs 9,353,388      5,770,767      3,582,621          

  Totals 9,752,516$    5,857,540$    3,894,976$        

Gonzales County Underground Water Conservation District Mitigation Fund

The Corporation has entered into an agreement with Gonzales County Underground Water Conservation 
District (GCUWCD) effective March 16, 2010 to fund a Mitigation Fund (the “Fund”) for the purpose of 
investigating and evaluating mitigation claims and implementing mitigation measures for qualifying wells 
in Western Gonzales County.  Contributions to the Fund are in lieu of the Corporation’s obligation to 
perform its own mitigation under GCUWCD’s rules.

The Corporation’s initial fund principal is $30 per acre foot of water authorized to be produced and 
transported.  The initial contribution was $530,860 and was recognized in prior financial statements as 
operating expenses of the system.  In addition, the Corporation will pay a negotiated export fee surcharge 
of $0.0175 per 1,000 gallons of water exported each calendar year, except the export fee surcharge shall 
not be imposed during the initial 3-year period of the agreement while the Fund balance remains at or 
above $250,000 as of each July 1st.  As of July 1, 2014, the Fund balance fell below $250,000 and the 
Corporation was responsible for making an additional payment in the amount of $62,285. 

San Antonio Water System Contract

The Corporation has entered into a Mutual Regional Water Supply Contract with San Antonio Water 
System (SAWS) whereby SAWS intends to deliver untreated groundwater to the Corporation, and the 
Corporation will deliver treated water to SAWS.  The Corporation and SAWS have determined that 
significant efficiencies can be achieved through the agreement.

Pursuant to the agreement, SAWS has unconditionally agreed, on a take-or-pay basis, to pay the 
Corporation an amount equal to the debt service payments on the Contract Revenue Bonds, Series 2012.  
The water supply contract specifies that the agreement does not create any legal or equitable interest in 
the land or equipment to be purchased by the Corporation with the proceeds of the bonds.  Under the 
take-or-pay agreement, SAWS will make monthly payments toward the debt service regardless of 
whether SAWS takes any water from the Corporation.  For the year ended September 30, 2015, total 
payments received from SAWS for water treatment, water purchases and debt service were $7,815,441.
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SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2015 AND 2014

NOTE F -- CONTINGENCIES

Contractual Contingencies

The Corporation has entered into contracts with the cities of Selma and Universal City (referred to as 
“Customers”) to provide supplemental water to those cities’ existing systems.  The contracts call for 
connection fees in the amount of $2,270,171 from each customer.  The Corporation has agreed to provide 
a conditional right to each customer of 400 acres of land with water rights in the Carrizo aquifer well field 
in Gonzales County, owned by the Corporation.  At the election of the Corporation, or in the event the 
Corporation dissolves, the title to 400 acres will be transferred to the customer.  The Corporation’s 
contingent commitment does not restrict the Corporation’s right to buy and sell real estate as long as the 
Corporation’s holdings in Gonzales County do not fall below the amount necessary to fulfill this 
obligation.

Litigation

Management is of the opinion that any proceedings known to exist as of September 30, 2015 are not 
likely to have a material adverse effect on the Corporation’s financial position.

NOTE G -- RISK MANAGEMENT

The Corporation is exposed to various risks of loss related to torts; theft of, damage to, and destruction of 
assets; business interruption; errors and omissions; and other claims of various natures.  The Corporation 
contracts with the Texas Municipal League (TML), through the City of Seguin, to provide insurance 
coverage for property and casualty.  The provider is a multi-employer group that provides a combination 
of risk sharing among pool participants and stop loss coverage.  Contributions are set annually by TML.  
Liability for the Corporation is generally limited to the contributed amounts.

NOTE H -- MANAGEMENT SERVICES AGREEMENT

The Corporation operates under a Management Services Agreement with the City of Seguin whereby the 
City provides all financial administrative duties (including bookkeeping and record retention, purchasing, 
and monitoring contracts approved by the Board or General Manager) on a cost reimbursement basis.  In 
addition, all personnel of the Corporation are employees of the City of Seguin and participate in and are 
subject to City policies and benefits, with the exception of the General Manager, who is an employee of 
the City of Schertz.

The Corporation also provides financial and administrative duties (including bookkeeping and record 
retention, purchasing, and monitoring contracts approved by the Board or General Manager) on a cost 
reimbursement basis under a Management Services Agreement with the Cibolo Valley Local Government 
Corporation.  Funds received from the Cibolo Valley Local Government Corporation for Management 
Services have been shown as operating revenue on the Statement of Revenues, Expenses, and Changes in 
Net Position.
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SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS (CONTINUED)

SEPTEMBER 30, 2015 AND 2014

NOTE I -- SUBSEQUENT EVENT

Subsequent to year end, the Corporation entered into contracts  for the design of office and work areas in 
the amount of $607,000 as well as tank rehabilitation in the amount of $559,673.

The Corporation also closed on 157.51 acres of real estate in Gonzales County for $661,412. The 
Corporation also signed water lease contracts for 139 acres and 128 acres in Gonzales County and
Guadalupe County, respectively.

Finally, subsequent to year end, the Corporation filed a lawsuit against the Post Oak Clean Green, Inc. 
(POCG) to prevent them from getting a permit and building a landfill in the aquifer recharge zone.  As of 
the date of this report, the litigation is still ongoing, but management believes the judge will rule in the 
Corporation’s favor of having party status.
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Communication with Those Charged with Governance

To the Chairman and Board of Directors
Schertz/Seguin Local Government Corporation

We have audited the basic financial statements of the Schertz/Seguin Local Government Corporation, as of 
and for the years ended September 30, 2015 and 2014, and have issued our report thereon dated 
March 07, 2016.  Professional standards require that we advise you of the following matters relating to our 
audit.

Our Responsibility under Generally Accepted Auditing Standards 

As communicated in our engagement letter dated August 24, 2015, our responsibility, as described by 
professional standards, is to plan and perform our audit to form and express an opinion about whether the 
financial statements that have been prepared by management with your oversight are presented fairly, in all 
material respects, in conformity with accounting principles generally accepted in the United States of 
America. Our audit of the financial statements does not relieve you or management of your respective 
responsibilities.

Our responsibility, as prescribed by professional standards, is to plan and perform our audit to obtain 
reasonable, rather than absolute, assurance about whether the financial statements are free of material 
misstatement. An audit of financial statements includes consideration of internal control over financial 
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the 
purpose of expressing an opinion on the effectiveness of the entity’s internal control over financial 
reporting. Accordingly, as part of our audit, we considered the internal control of Schertz/Seguin Local 
Government Corporation solely for the purpose of determining our audit procedures and not to provide any 
assurance concerning such internal control.

We are also responsible for communicating significant matters related to the audit that are, in our 
professional judgment, relevant to your responsibilities in overseeing the financial reporting process. 
However, we are not required to design procedures for the purpose of identifying other matters to 
communicate to you. 

Planned Scope and Timing of the Audit 

We conducted our audit consistent with the planned scope and timing we previously communicated to you.

Compliance with All Ethical Requirements Regarding Independence

The engagement team, others in our firm, as appropriate, and our firm have complied with all relevant 
ethical requirements regarding independence.

Qualitative Aspects of the Entity’s Significant Accounting Practices 

Significant Accounting Policies

Management has the responsibility to select and use appropriate accounting policies.  A summary of the 
significant accounting policies adopted by Schertz/Seguin Local Government Corporation is included in 
Note A to the financial statements.  As described in Note A to the financial statements, No new accounting 
policies were adopted and the application of existing policies was not changed during 2015.
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No matters have come to our attention that would require us, under professional standards, to inform you 
about (1) the methods used to account for significant unusual transactions and (2) the effect of significant 
accounting policies in controversial or emerging areas for which there is a lack of authoritative guidance
or consensus.

Significant Accounting Estimates

Accounting estimates are an integral part of the financial statements prepared by management and are 
based on management’s current judgments. Those judgments are normally based on knowledge and 
experience about past and current events and assumptions about future events. Certain accounting 
estimates are particularly sensitive because of their significance to the financial statements and because of 
the possibility that future events affecting them may differ markedly from management’s current 
judgments.

The most sensitive accounting estimates affecting the financial statements are:

 Amortization period of Lease Acquisition Costs

 Estimated useful life of the water utility system and its components

Management's estimate of the amortization period of the costs is based on the estimated minimum lease 
period (10 years).  The useful lives of the depreciable assets are based on past history, engineering 
estimates, and industry standards. We evaluated the key factors and assumptions used to develop these
estimates and determined that they are reasonable in relation to the financial statements taken as a whole.

Significant Difficulties Encountered during the Audit

We encountered no difficulties in dealing with management in performing and completing our audit.

Corrected and Uncorrected Misstatements

For purposes of this communication, professional standards require us to accumulate all known and likely 
misstatements identified during the audit, other than those that we believe are trivial, and communicate 
them to the appropriate level of management. Further, professional standards require us to also 
communicate the effect of uncorrected misstatements related to prior periods on the relevant classes of 
transactions, account balances or disclosures, and the financial statements as a whole and each applicable 
opinion unit.  The following uncorrected financial statement misstatement’s effect in the current and prior 
periods, as determined by management, are immaterial, both individually and in the aggregate, to the 
financial statements taken as a whole and each applicable opinion unit:

Expenses were understated by $26,713 as vacation accruals are not billed as part of the Management 
Services Agreement until paid.

Expenses were understated by $29,379 related to General Manager’s salary and benefits due to a 
timing delay of accruals that are not billed as part of the Management Services Agreement until paid.

In addition, professional standards require us to communicate to you all material, corrected misstatements 
that were brought to the attention of management as a result of our audit procedures.  A significant 
adjustment was made as a result of auditing procedures to assist with the posting of two refunding bonds 
issued during the year.
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Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a 
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that 
could be significant to the financial statements or the auditor's report. We are pleased to report that no 
such disagreements arose during the course of our audit.

Representations Requested from Management

We have requested certain representations from management that are included in the management 
representation letter dated March 07, 2016.

Management’s Consultations with Other Accountants

In some cases, management may decide to consult with other accountants about auditing and accounting 
matters. Management informed us that, and to our knowledge, there were no consultations with other 
accountants regarding auditing and accounting matters.

Public Funds Investment Act

In accordance with the Public Funds Investment Act, we have performed a review of the Corporation’s 
compliance with the requirements of the Act.  We found that the Corporation was in compliance with all 
material respects with the provisions of the Act.

Other Significant Findings or Issues

We generally discuss a variety of matters, including the application of accounting principles and 
auditing standards, with management each year prior to retention as the Corporation’s auditors.
However, these discussions occurred in the normal course of our professional relationship and our 
responses were not a condition to our retention.

With respect to the supplementary information accompanying the financial statements, we made certain 
inquiries of management and evaluated the form, content, and methods of preparing the information to 
determine that the information complies with accounting principles generally accepted in the United 
States of America, the method of preparing it has not changed from the prior period, and the information 
is appropriate and complete in relation to our audit of the financial statements.  We compared and 
reconciled the supplementary information to the underlying accounting records used to prepare the 
financial statements or to the financial statements themselves.

This information is intended solely for the use of Board of Directors and management and is not intended 
to be and should not be used by anyone other than these specified parties.

It has been our pleasure to provide these services to the Schertz/Seguin Local Government Corporation.  
We urge you to contact us is we can be of further assistance.

Very truly yours,

Armstrong, Vaughan & Associates, PC

March 07, 2016
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Outstanding Debt



   

Yes, General obligation debt: N

   

Yes, Revenue debt: Y

   

Yes, Authorized but unissued debt: N

   

No: Y
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Applicant's Ten Largest Employers



   

HEB Grocery: 2,780

Continental: 1,560

Caterpillar: 1,500

Schertz-Cibolo-Universal City ISD: 1,378

West Telemarketing: 1,300

Brylane: 1,300

United Parcel Service: 1,210

CMC Steel Texas: 800

Tyson Foods: 740

Friedrich Air Conditioning: 600

   

Ten Largest Employers Comments: 

Bond Ratings
   

Bond Ratings

   

   

Bond Rating N/A: Y

Receive Water or Sewer
   

Is the project intended to allow the applicant to provide or receive water or sewer services to or

from another entity?: N

Project Description
   

Description of Project Need (for example, is the project needed to address a current compliance

issue, avoid potential compliance issues, extend service, expand capacity, etc.): Project is

required to expand capacity to meet growing demands as projected in Region L Plan and to meet

an immediate need to meet peak demands of the SSLGC system.

   

Provide a detailed description of the proposed project. The description should include a discussion

of the current service area, existing system facilities; and an adequate description of all proposed

project elements (include a bulleted list of new project elements/components).: Proposed project

includes the following elements

• Carrizo/Wilcox Aquifer Water Wells in Guadalupe County

• Water Well Collection System

Type Standard &
Poors

Date
Received

Fitch Date
Received

Moody's Date
Received

G.O.
Revenue A 11-25-2014 AA 11-20-2014



• Iron and Manganese Removal and Treatment Facilities

• Chemical Facilities

• Storage Facilities

• Pumping Facilities

• 36” Parallel Pipeline

 

Alternatives considered were:

• Purchase of Water from other entities

• Location of treatment facilities in Gonzales County at the existing WTP site

• Water Conservation

   

Water Made Available
   

New Supply: 6,500 (acre-feet/year)/$66,500,000 (capital cost)

   

New Conservation Savings: 0 (acre-feet/year)/$0 (capital cost)

   

New Reuse Supply: 0 (acre-feet/year)/$0 (capital cost)

   

Maintenance of Current Supply: 0 (acre-feet/year)/$0 (capital cost)

SWIFT
   

SWIFT Funding Type

Low Interest Loan: $36000000.00

Board Participation: $30500000.00

   

Is this request for multi-year funding or phased commitments?: N

   

As an applicant for financial assistance from SWIFT, I acknowledge that this project must comply

with any applicable legal obligations in federal law related to contracting with disadvantaged

business enterprises.: Y

   

As an applicant for financial assistance from SWIFT, I acknowledge that this project must comply

with applicable legal obligations in state law (Texas Government Code Chapter 2161 and Texas

Administrative Code Chapter 20, Subchapter B) related to contracting with historically

underutilized businesses.: Y
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DRAFT 5/6/16 

RESOLUTION NO. _______ 

A RESOLUTION BY THE BOARD OF DIRECTORS OF THE 
SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION 
AUTHORIZING THE ISSUANCE OF “SCHERTZ/SEGUIN LOCAL 
GOVERNMENT CORPORATION CONTRACT REVENUE BONDS, NEW 
SERIES 2016 (TEXAS WATER DEVELOPMENT BOARD SWIRFT 
PROJECT FINANCING)”; PROVIDING FOR THE PAYMENT OF THE 
PRINCIPAL OF AND INTEREST ON THESE OBLIGATIONS AS 
PROVIDED HEREIN, ON PARITY WITH CERTAIN CURRENTLY 
OUTSTANDING OBLIGATIONS; PROVIDING THE TERMS AND 
CONDITIONS OF SUCH OBLIGATIONS; AND RESOLVING OTHER 
MATTERS INCIDENT AND RELATING TO THE ISSUANCE, 
PAYMENT, SECURITY, SALE, AND DELIVERY OF SUCH 
OBLIGATIONS, INCLUDING THE APPROVAL OF AN APPLICATION 
TO THE TEXAS WATER DEVELOPMENT BOARD AND A PRIVATE 
PLACEMENT MEMORANDUM PERTAINING TO THE OBLIGATIONS; 
AUTHORIZING THE EXECUTION OF A PAYING AGENT/REGISTRAR 
AGREEMENT AND AN ESCROW AGREEMENT; COMPLYING WITH 
THE REQUIREMENTS OF THE DEPOSITORY TRUST COMPANY’S 
LETTER OF REPRESENTATIONS; COMPLYING WITH THE 
REGULATIONS PROMULGATED BY THE TEXAS WATER 
DEVELOPMENT BOARD; AND PROVIDING AN EFFECTIVE DATE 

____________, 2016 
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A RESOLUTION BY THE BOARD OF DIRECTORS OF THE 
SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION 
AUTHORIZING THE ISSUANCE OF “SCHERTZ/SEGUIN LOCAL 
GOVERNMENT CORPORATION CONTRACT REVENUE BONDS, NEW 
SERIES 2016 (TEXAS WATER DEVELOPMENT BOARD SWIRFT 
PROJECT FINANCING)”; PROVIDING FOR THE PAYMENT OF THE 
PRINCIPAL OF AND INTEREST ON THESE OBLIGATIONS AS 
PROVIDED HEREIN, ON PARITY WITH CERTAIN CURRENTLY 
OUTSTANDING OBLIGATIONS; PROVIDING THE TERMS AND 
CONDITIONS OF SUCH OBLIGATIONS; AND RESOLVING OTHER 
MATTERS INCIDENT AND RELATING TO THE ISSUANCE, 
PAYMENT, SECURITY, SALE, AND DELIVERY OF SUCH 
OBLIGATIONS, INCLUDING THE APPROVAL OF AN APPLICATION 
TO THE TEXAS WATER DEVELOPMENT BOARD AND A PRIVATE 
PLACEMENT MEMORANDUM PERTAINING TO THE OBLIGATIONS; 
AUTHORIZING THE EXECUTION OF A PAYING AGENT/REGISTRAR 
AGREEMENT AND AN ESCROW AGREEMENT; COMPLYING WITH 
THE REQUIREMENTS OF THE DEPOSITORY TRUST COMPANY’S 
LETTER OF REPRESENTATIONS; COMPLYING WITH THE 
REGULATIONS PROMULGATED BY THE TEXAS WATER 
DEVELOPMENT BOARD; AND PROVIDING AN EFFECTIVE DATE 

WHEREAS, Subchapter D of Chapter 431 (Sections 431.101–431.109) of the Texas 
Transportation Code, as amended (the Act) authorizes local governments to create local 
government corporations to aid, assist, and act on behalf of local governments; and 

WHEREAS, the City Councils (collectively, the Governing Bodies) of the City of 
Seguin, Texas and the City of Schertz, Texas (collectively, the Cities) have previously authorized 
and approved the creation of the Schertz/Seguin Local Government Corporation (the 
Corporation), a local government corporation and a nonprofit entity, as their constituted 
authority and instrumentality to accomplish the specific public purpose of acquiring, 
constructing, improving, enlarging, extending, repairing, maintaining, and operating a water 
utility system, pursuant to the provisions of Chapter 552, as amended, Texas Local Government 
Code (formerly Chapter 402, as amended, Texas Local Government Code), and other applicable 
law; and 

WHEREAS, the Cities, pursuant to the Act and other applicable law, have authorized the 
creation of the Corporation for the purposes set forth in the Corporation’s Articles of 
Incorporation, including the issuance of bonds to finance or refinance the costs of certain 
projects to accomplish the Corporation’s public purposes; 

WHEREAS, pursuant to law, and particularly the Act, Section 552.018. as amended, 
Texas Local Government Code (formerly Section 402.018, as amended, Texas Local 
Government Code), and the Corporation’s powers under Chapter 22 and Chapter 2, as amended, 
Texas Business Organizations Code (formerly Article 1396 of Texas Revised Civil Statutes 
Annotated) and Chapter 1201, as amended, Texas Government Code (incorporated by reference, 
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respectively, under Sections 431.006 and 431.070, as amended, Texas Transportation Code), the 
Corporation is empowered to acquire and construct water supply facilities, and to deliver this 
water to the Cities; and 

WHEREAS, pursuant to the provisions of the Act and the other laws of the State of 
Texas (the State), the Corporation and the Cities entered into a Regional Water Supply Contract, 
dated as of November 15, 1999, as amended (the Contract) pursuant to which the Corporation 
agreed to finance the costs of projects and under which the Cities agreed to make payments to or 
on behalf of the Corporation in amounts sufficient to meet all of the Corporation’s obligations 
relating to the issuance of the contract revenue bonds to finance or refinance projects; and 

WHEREAS, the Contract permits the Corporation to issue bonds, notes, or other 
obligations, whether in one or more series or issues, to pay the cost of projects or to refund any 
such bonds, notes, or other obligations; and 

WHEREAS, the recitals and provisions of the Contract are incorporated herein as if set 
forth in its entirety, and the capitalized terms of this resolution (the Resolution) shall have the 
same meanings, and shall be defined as set forth in the Contract; and 

WHEREAS, the Corporation has heretofore issued (and there are now outstanding) 
multiple series of bonds, the proceeds from which were utilized to pay project costs or for 
refunding bond purposes, secured by and payable from a first lien on and pledge of the Bond 
Payment portion of the Annual Payments (each as defined in the Contract) paid to the 
Corporation by the Cities pursuant to the Contract (the Priority Bonds); and 

WHEREAS, the Corporation’s resolutions authorizing the issuance of the Priority Bonds 
(the Priority Bonds Resolutions) permits the Corporation to issue additional obligations secured 
by and payable from a lien on and pledge of the Bond Payment portion of the Annual Payments 
paid to the Corporation by the Cities under the Contract, which lien and pledge is junior and 
inferior to the lien thereon and pledge thereof securing the currently outstanding Priority Bonds; 
and  

WHEREAS, to realize covenant relief governing the issuance of additional Priority 
Bonds pursuant to the terms of the Priority Bonds Resolutions, the Corporation previously 
established a new revenue finance system and previously issued now outstanding “New Series 
Bonds”, which are obligations of the Corporation secured, together with the Previously Issued 
New Series Bonds (hereinafter defined) by a lien on and pledge of the Bond Payment portion of 
the Annual Payments paid to the Corporation by the Cities under the Contract that is junior and 
inferior to the lien thereon and pledge thereof securing the currently outstanding Priority Bonds 
(the New Series Bonds); and  

WHEREAS, the Corporation’s resolution authorizing the issuance of the New Series 
Bonds (the New Series Bonds Resolution) permits the Corporation to issue additional obligations 
secured by and payable from a lien on and pledge of the Bond Payment portion of the Annual 
Payments paid to the Corporation by the Cities under the Contract, which lien and pledge is 
junior and inferior to the lien thereon and pledge thereof securing the Priority Bonds; and 
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WHEREAS, in conjunction with the establishment the New Series Bonds revenue 
finance system, the Corporation previously determined to covenant to no longer issue additional 
series of bonds secured by and payable from a lien on and pledge of the Bond Payment portion 
of the Annual Payments paid to the Corporation by the Cities under the Contract on parity with 
the Priority Bonds (referred to herein as Additional Priority Bonds) so that at such time as no 
Priority Bonds remain outstanding, the lien on and pledge of the Bond Payment portion of the 
Annual Payments paid to the Corporation by the Cities under the Contract securing the 
repayment of the New Series Bonds will be elevated to and will enjoy a first and prior lien 
position; and  

WHEREAS, this Resolution constitutes a Bond Resolution as that term is defined in the 
Contract; and 

WHEREAS, principal of and interest on the New Series Bonds are payable solely from 
the Bond Payment portion of the Annual Payments made to the Corporation by the Cities under 
the Contract at such level of priority hereinbefore and hereinafter described and in amounts 
sufficient to pay and redeem, and provide for the payment of the principal of, premium, if any, 
and interest on the Bonds (defined herein), when due, the fees and expenses of the Paying 
Agent/Registrar for the Bonds, and other expenses and costs of the Corporation, all as required 
by this Resolution; and 

WHEREAS, the Corporation hereby finds and determines that the Bonds can and should 
be issued as the third series of New Series Bonds and in connection therewith (a) the Corporation 
is not in default as to any covenant, condition or obligation prescribed in any Priority Bonds 
Resolution, the New Series Bond Resolution, or the Contract (including any amendment or 
supplement thereto); (b) the Cities have approved this Resolution as to form and content and 
acknowledged that the payment of principal of and interest on the Bonds is payable, in whole or 
in part, from the Bond Payment portion of the Annual Payments to be made by the Cities to the 
Corporation under and pursuant to the Contract; (c) a consulting engineer certifies to the 
Corporation the need for an estimated amount of additional financing required for completion, 
expansion, enlargement or improvement of the Project; (d) the Bonds are made to mature on 
February 1 or August 1, or both, in each of the years in which they are scheduled to mature; and 
(e) this Resolution provides for deposits to be made to the Bond Fund in amounts sufficient to
pay the principal of and interest on such Bonds as the same become due; and

WHEREAS, the Corporation’s Board has determined that the Bonds in the total amount 
of 36,000,000 should be issued and sold at this time for the purposes of planning, designing, and 
constructing utility system improvements to implement the State Water Plan; and 

WHEREAS, the Act also authorizes the Corporation acting through its Board of 
Directors (the Corporation’s Board) to issue revenue bonds to finance such projects, payable 
solely from the revenues derived from payments to be made to the Corporation for the purpose of 
defraying the cost of financing, acquiring, and constructing such projects; and 

WHEREAS, the recitals and provisions of the Contract are incorporated herein as if set 
forth in its entirety, and the capitalized terms of this Resolution shall have the same meanings, 
and shall be defined as set forth in the Contract; and 

TWDB SWIFT APPLICATION
SECTION: SWIFT 5



27203742.3 -4-

WHEREAS, the principal of the Bonds and the interest thereon are and shall be payable 
from and secured, together with the currently outstanding Previously Issued New Series Bonds, 
by a lien on and pledge of the payments designated as Bond Payment portion of the Annual 
Payments to be made by the Cities pursuant to the Contract in amounts sufficient to pay and 
redeem, and provide for the payment of the principal of, premium, if any, and interest on the 
Bonds, when due, and the fees and expenses of the Paying Agent/Registrar (defined herein) for 
the Bonds, all as required by this Resolution; and 

WHEREAS, the Corporation has determined and does hereby determine that it can 
finance the projects to implement the State Water Plan in accordance with Chapters 15 and 16 of 
the Texas Water Code, as amended, pursuant to the Corporation’s obligations under the Contract 
on the most favorable terms through the issuance of the Bonds to the TWDB in accordance with 
the terms of this Resolution; and 

WHEREAS, the Bonds herein authorized for issuance are to be delivered to the Texas 
Water Development Board (the Water Development Board, TWDB, or the Purchasers) in 
evidence of a loan commitment received in the aggregate amount of such Bonds; and 

WHEREAS, the Corporation’s Board has determined that the Bonds in the total amount 
of $36,000,000 should be issued and sold at this time in order to obtain funds necessary to 
finance the costs of projects; now, therefore, 

BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE SCHERTZ/SEGUIN 
LOCAL GOVERNMENT CORPORATION THAT: 

SECTION 1: Authorization - Designation - Principal Amount - Purpose.  Special 
contract revenue bonds of the Corporation shall be and are hereby authorized to be issued in the 
aggregate principal amount of THIRTY SIX MILLION AND NO/100 DOLLARS 
($36,000,000), to be designated and bear the title of “SCHERTZ/SEGUIN LOCAL 
GOVERNMENT CORPORATION CONTRACT REVENUE BONDS, NEW SERIES 2016 
(TEXAS WATER DEVELOPMENT BOARD SWIRFT PROJECT FINANCING)” (the Bonds), 
pursuant to the Resolution adopted by the Corporation’s Board for the purpose of providing 
funds finance, acquire, and construct treatment facilities, water supply pipelines, booster pumps, 
other appurtenances, and necessary easements and other interests in land (the Project) and to pay 
the costs and expenses of issuance of the Bonds.  The Bonds shall be payable as to both principal 
and interest solely from and equally and ratably secured, together with the currently outstanding 
Previously Issued New Series Bonds and any Additional New Series Bonds hereafter issued by 
the Corporation, by a lien on and pledge of the Bond Payment portion of the Annual Payments 
(each as defined the Contract) received by the Corporation from the Cities under the Contract, 
which lien and pledge is junior and inferior to the first and prior lien thereon and pledge thereof 
securing the repayment of the currently outstanding Priority Bonds, until such time as no 
currently outstanding Priority Bonds remain Outstanding (at which point the New Series Bonds 
will enjoy a first and prior lien on and pledge of the Bond Payment portion of the Annual 
Payments).  The Bonds are authorized to be issued pursuant to the authority conferred by and in 
conformity with the laws of the State of Texas, particularly the Act, Chapter 1201, Texas 
Government Code, as amended, the Contract, as amended, and the Resolution. 
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SECTION 2: Fully Registered Bonds - Authorized Denominations - Stated Maturities - 
Interest Rates - Interest Payments – Bond Date.  The Bonds are issuable in fully registered form 
only; shall be dated August 1, 2016 (the Bond Date) and shall be in denominations of $5,000 or 
any integral multiple thereof (within a Stated Maturity), and the Bonds shall become due and 
payable on February 1 in each of the years and in principal amounts (the Stated Maturities) and 
bear interest on the unpaid principal amounts from the Closing Date (hereinafter defined), or the 
most recent Interest Payment Date (hereinafter defined) to which interest has been paid or duly 
provided for, to the earlier of redemption or Stated Maturity, at the per annum rates, while 
Outstanding, in accordance with the following schedule: 

Year of 
Stated Maturity 

Principal 
Amounts ($) 

Interest 
Rates (%) 

2017 
2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2017 
2018 
2019 
2020 
2021 
2022 
2023 
2024 
2025 
2026 
2027 
2028 
2029 
2030 
2031 
2032 
2033 
2034 
2035 
2036 
2037 
2038 
2039 
2040 
2041 
2042 
2043 
2044 
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Year of 
Stated Maturity 

Principal 
Amounts ($) 

Interest 
Rates (%) 

2045 
2046 
2047 

The Bonds shall bear interest on the unpaid principal amount thereof at the per annum 
rates shown above, computed on the basis of a 360-day year of twelve 30-day months, and 
interest thereon shall be payable semiannually on February 1 and August 1 of each year (each an 
Interest Payment Date) commencing August 1, 2017, while the Bonds are Outstanding.  Interest 
on each Bond issued and delivered to a Holder (hereinafter defined) shall accrue from the latest 
Interest Payment Date that interest on such Bond (or its Predecessor Bond) has been paid that 
precedes the registration date appearing on such Bond in the “Registration Certificate of Paying 
Agent/Registrar” (Section 8D hereof), unless the registration date appearing thereon is an 
Interest Payment Date for which interest is being paid, in which case interest on such Bond shall 
accrue from the registration date appearing thereon and provided further that with respect to the 
initial payment of interest on a Bond, such interest shall accrue from the date of initial delivery 
of the Bonds (or its Predecessor Bond) to the Purchasers (hereinafter defined). 

SECTION 3: Payment of Bonds - Paying Agent/Registrar.  The principal of, premium, 
if any, and interest on the Bonds, due and payable by reason of Stated Maturity, redemption, or 
otherwise, shall be payable in any coin or currency of the United States of America which at the 
time of payment is legal tender for the payment of public and private debts, and such payment of 
principal of and interest on the Bonds shall be without exchange or collection charges to the 
Holder (hereinafter defined) of the Bonds. 

The selection and appointment of BOKF, NA, Austin, Texas (the Paying 
Agent/Registrar), to serve as the initial Paying Agent/Registrar for the Bonds is hereby approved 
and confirmed, and the Corporation agrees and covenants to cause to be kept and maintained at 
the corporate trust office of the Paying Agent/Registrar books and records (the Security Register) 
for the registration, payment, and transfer of the Bonds, all as provided herein, in accordance 
with the terms and provisions of a Paying Agent/Registrar Agreement, attached, in substantially 
final form, as Exhibit A hereto, and such reasonable rules and regulations as the Paying 
Agent/Registrar and the Corporation may prescribe.  The Corporation covenants to maintain and 
provide a Paying Agent/Registrar at all times while the Bonds are Outstanding, and any 
successor Paying Agent/Registrar shall be (i) a national or state banking institution or (ii) an 
association or a corporation organized and doing business under the laws of the United States of 
America or of any state, authorized under such laws to exercise trust powers.  Such Paying 
Agent/Registrar shall be subject to supervision or examination by federal or state authority and 
authorized by law to serve as a Paying Agent/Registrar. 

The Corporation reserves the right to appoint a successor Paying Agent/Registrar upon 
providing the previous Paying Agent/Registrar with a certified copy of a resolution or resolutions 
terminating such agency.  Additionally, the Corporation agrees to promptly cause a written 
notice of this substitution to be sent to each Holder of the Bonds by United States mail, first-class 
postage prepaid, which notice shall also give the address of the new Paying Agent/Registrar. 
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Principal of, premium, if any, and interest on the Bonds, due and payable by reason of 
Stated Maturity, redemption or otherwise, shall be payable only to the registered owner of the 
Bonds appearing on the Security Register (the Holder or Holders) maintained on behalf of the 
Corporation by the Paying Agent/Registrar as hereinafter provided (i) on the Record Date 
(hereinafter defined) for purposes of payment of interest thereon, (ii) on the date of surrender of 
the Bonds for purposes of receiving payment of principal thereof upon redemption of the Bonds 
or at the Bonds’ Stated Maturity, or (iii) on any other date for any other purpose.  The 
Corporation and the Paying Agent/Registrar, and any agent of either, shall treat the Holder as the 
owner of a Bond for purposes of receiving payment and all other purposes whatsoever, and 
neither the Corporation nor the Paying Agent/Registrar, or any agent of either, shall be affected 
by notice to the contrary. 

Principal of, and premium, if any, on the Bonds shall be payable only upon presentation 
and surrender of the Bonds to the Paying Agent/Registrar at its corporate trust office.  Interest on 
the Bonds shall be paid to the Holder whose name appears in the Security Register at the close of 
business on the fifteenth day of the month next preceding an Interest Payment Date for the Bonds 
(the Record Date) and shall be paid (i) by federal funds wire transfer and at the written request of 
the Holder or (ii) by such other method, acceptable to the Paying Agent/Registrar, requested in 
writing by the Holder at the Holder’s risk and expense.  While the Bonds are held by the 
Purchasers (as defined in Section 34 hereof), payment of principal of, premium, if any, and 
interest on the Bonds shall be made by federal funds wire transfer, at no cost to the Purchasers, to 
an account at a financial institution located in the United States designated by the Purchasers. 

If the date for the payment of the principal of, premium, if any, or interest on the Bonds 
shall be a Saturday, Sunday, a legal holiday, or a day on which banking institutions in the city 
where the corporate trust office of the Paying Agent/Registrar is located are authorized by law or 
executive order to close, then the date for such payment shall be the next succeeding day which 
is not such a day.  The payment on such date shall have the same force and effect as if made on 
the original date any such payment on the Bonds was due. 

In the event of a non-payment of interest on a scheduled payment date, and for thirty (30) 
days thereafter, a new record date for such interest payment (a Special Record Date) will be 
established by the Paying Agent/Registrar, if and when funds for the payment of such interest 
have been received from the Corporation.  Notice of the Special Record Date and of the 
scheduled payment date of the past due interest (the Special Payment Date - which shall be 
fifteen (15) days after the Special Record Date) shall be sent at least five (5) business days prior 
to the Special Record Date by United States mail, first-class postage prepaid, to the address of 
each Holder appearing on the Security Register at the close of business on the last business day 
next preceding the date of mailing of such notice. 

SECTION 4: Redemption. 

A. Special Mandatory Redemption.  In the event that the Purchasers at such time
remains the sole holder of the Bonds and the final accounting delivered by the Corporation to the 
Purchasers in the form and manner specified in, and in compliance with the provisions of, 
Section 35.D. of this Resolution evidences that the total cost of the project to be financed with 
Bond proceeds is less than the amount of Bond proceeds available for paying such costs, then the 
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Corporation shall, as soon as practicable (but in no event later than six months after the 
Purchasers’ acceptance of the aforementioned accounting), at the direction of the General 
Manager, and without the requirement of the approval of the Corporation’s Board, redeem Bonds 
in the amount of such excess to the nearest multiple of the authorized denomination for the 
Bonds.  Bonds redeemed pursuant to this provision shall be redeemable on any date, in inverse 
order of Stated Maturity, as a whole or in part, in principal amounts of $5,000 or any integral 
multiple thereof (and if within a Stated Maturity, selected at random and by lot by the Paying 
Agent/Registrar), at the redemption price of par plus accrued interest to the date of redemption. 

B. Optional Redemption.  The Bonds having Stated Maturities on and after
February 1, 2028 shall be subject to redemption prior to Stated Maturity, at the option of the 
Corporation, on February 1, 2027, or on any date thereafter, in inverse order of Stated Maturity, 
as a whole or in part, in principal amounts of $5,000 or any integral multiple thereof (and if 
within a Stated Maturity selected at random and by lot by the Paying Agent/Registrar), at the 
redemption price of par plus accrued interest to the date of redemption. 

C. Exercise of Redemption Option.  At least forty-five (45) days prior to a date set
for the redemption of Bonds (unless a shorter notification period shall be satisfactory to the 
Paying Agent/Registrar), the Corporation shall notify the Paying Agent/Registrar of its decision 
to exercise the right to redeem Bonds, the principal amount of each Stated Maturity to be 
redeemed, and the date set for the redemption thereof.  The decision of the Corporation to 
exercise the right to redeem Bonds shall be entered in the minutes of the governing body of the 
Corporation. 

D. Selection of Bonds for Redemption.  If less than all Outstanding Bonds of the
same Stated Maturity are to be redeemed on a redemption date, the Paying Agent/Registrar shall 
select at random and by lot the Bonds to be redeemed, provided that if less than the entire 
principal amount of a Bond is to be redeemed, the Paying Agent/Registrar shall treat such Bond 
then subject to redemption as representing the number of Bonds Outstanding which is obtained 
by dividing the principal amount of such Bond by $5,000. 

E. Notice of Redemption.  Not less than thirty (30) days prior to 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 Corporation and at the Corporation’s expense, by the Paying 
Agent/Registrar to each Holder of a Bond to be redeemed, in whole or in part, at the address of 
the Holder appearing on the Security Register 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 Holder. 

All notices of redemption shall (i) specify the date of redemption for the Bonds, 
(ii) identify the Bonds to be redeemed and, in the case of a portion of the principal amount to be
redeemed, the principal amount thereof to be redeemed, (iii) state the redemption price, (iv) state
that the Bonds, or the portion of the principal amount thereof to be redeemed, shall become due
and payable on the redemption date specified, and the interest thereon, or on the portion of the
principal amount thereof to be redeemed, shall cease to accrue from and after the redemption
date, and (v) specify that payment of the redemption price for the Bonds, or the principal amount
thereof to be redeemed, shall be made at the corporate trust office of the Paying Agent/Registrar
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only upon presentation and surrender thereof by the Holder.  If a Bond is subject by its terms to 
redemption and has been called for redemption and notice of redemption thereof has been duly 
given or waived as herein provided, such Bond (or the principal amount thereof to be redeemed) 
so called for redemption shall become due and payable, and if money sufficient for the payment 
of such Bonds (or of the principal amount thereof to be redeemed) at the then applicable 
redemption price is held for the purpose of such payment by the Paying Agent/Registrar, then on 
the redemption date designated in such notice, interest on said Bonds (or the principal amount 
thereof to be redeemed) called for redemption shall cease to accrue, and such Bonds shall not be 
deemed to be Outstanding in accordance with the provisions of this Resolution.  This notice may 
also be published once in a financial publication, journal, or reporter of general circulation 
among securities dealers in the City of New York, New York (including, but not limited to, The 
Bond Buyer and The Wall Street Journal), or in the State of Texas (including, but not limited to, 
The Texas Bond Reporter). 

F. Transfer/Exchange.  Neither the Corporation nor the Paying Agent/Registrar shall
be required (1) to transfer or exchange any Bond during a period beginning forty-five (45) days 
prior to the date fixed for redemption of the Bonds or (2) to transfer or exchange any Bond 
selected for redemption, provided; however, such limitation of transfer shall not be applicable to 
an exchange by the Holder of the unredeemed balance of a Bond which is subject to redemption 
in part. 

SECTION 5: Execution - Registration.  The Bonds shall be executed on behalf of the 
Corporation by its President, Board of Directors, its seal reproduced or impressed thereon, and 
attested by its Secretary, Board of Directors.  The signature of either officer on the Bonds may be 
manual or facsimile.  Bonds bearing the manual or facsimile signatures of individuals who were, 
at the time of the Bond Date, the proper officers of the Corporation shall bind the Corporation, 
notwithstanding that such individuals or either of them shall cease to hold such offices prior to 
the delivery of the Bonds to the Purchasers, all as authorized and provided in Chapter 1201, as 
amended, Texas Government Code. 

No Bond shall be entitled to any right or benefit under this Resolution, or be valid or 
obligatory for any purpose, unless there appears on such Bond either a certificate of registration 
substantially in the form provided in Section 8C, executed by the Comptroller of Public 
Accounts of the State of Texas or his duly authorized agent by manual signature, or a certificate 
of registration substantially in the form provided in Section 8D, executed by the Paying 
Agent/Registrar by manual signature, and either such certificate upon any Bond shall be 
conclusive evidence, and the only evidence, that such Bond has been duly certified or registered 
and delivered. 

SECTION 6: Registration - Transfer - Exchange of Bonds - Predecessor Bonds.  The 
Paying Agent/Registrar shall obtain, record, and maintain in the Security Register the name and 
address of every owner of the Bonds, or, if appropriate, the nominee thereof.  Any Bond may, in 
accordance with its terms and the terms hereof, be transferred or exchanged for Bonds of other 
authorized denominations upon the Security Register by the Holder, in person or by his duly 
authorized agent, upon surrender of such Bond to the Paying Agent/Registrar for cancellation, 
accompanied by a written instrument of transfer or request for exchange duly executed by the 
Holder or by his duly authorized agent, in form satisfactory to the Paying Agent/Registrar. 
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Upon surrender for transfer of any Bond at the corporate trust office of the Paying 
Agent/Registrar, the Corporation shall execute and the Paying Agent/Registrar shall register and 
deliver, in the name of the designated transferee or transferees, one or more new Bonds of 
authorized denomination and having the same Stated Maturity and of a like interest rate and 
aggregate principal amount as the Bond or Bonds surrendered for transfer. 

At the option of the Holder, Bonds may be exchanged for other Bonds of the same series 
and of authorized denominations and having the same Stated Maturity, bearing the same rate of 
interest and of like aggregate principal amount as the Bonds surrendered for exchange upon 
surrender of the Bonds to be exchanged at the corporate trust office of the Paying 
Agent/Registrar.  Whenever any Bonds are so surrendered for exchange, the Corporation shall 
execute, and the Paying Agent/Registrar shall register and deliver, the Bonds, to the Holder 
requesting the exchange. 

All Bonds issued upon any transfer or exchange of Bonds shall be delivered at the 
corporate trust office of the Paying Agent/Registrar, or be sent by registered mail to the Holder at 
his request, risk, and expense, and upon the delivery thereof, the same shall be the valid and 
binding obligations of the Corporation, evidencing the same obligation to pay, and entitled to the 
same benefits under this Resolution, as the Bonds surrendered upon such transfer or exchange. 

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

Bonds canceled by reason of an exchange or transfer pursuant to the provisions hereof are 
hereby defined to be Predecessor Bonds, evidencing all or a portion, as the case may be, of the 
same debt evidenced by the new Bond or Bonds registered and delivered in the exchange or 
transfer therefor.  Additionally, the term Predecessor Bonds shall include any Bond registered 
and delivered pursuant to Section 33 in lieu of a mutilated, lost, destroyed, or stolen Bond which 
shall be deemed to evidence the same obligation as the mutilated, lost, destroyed, or stolen Bond. 

SECTION 7: Initial Bond.  The Bonds herein authorized shall be issued initially as a 
single fully-registered Bond in the total principal amount of $36,000,000 with principal 
installments to become due and payable as provided in Section 2 and numbered T-1 (the Initial 
Bond) and the Initial Bond shall be registered in the name of the initial Purchasers or the 
designee thereof.  The Initial Bond shall be the Bonds submitted to the Office of the Attorney 
General of the State of Texas for approval, certified and registered by the Office of the 
Comptroller of Public Accounts of the State of Texas and delivered to the Purchasers (hereafter 
defined).  Any time after the delivery of the Initial Bond, the Paying Agent/Registrar, upon 
written instructions from the Purchasers or their designee, shall cancel the Initial Bond delivered 
hereunder and exchange therefor definitive Bonds of authorized denominations, Stated 
Maturities, principal amounts and bearing applicable interest rates, and shall be lettered “R” and 
numbered consecutively from one (1) upward for transfer and delivery to the Holders named at 
the addresses identified therefor; all pursuant to and in accordance with such written instructions 
from the Purchasers, or the designee thereof, and such other information and documentation as 
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the Paying Agent/Registrar may reasonably require.  It is anticipated that the definitive Bonds 
may be delivered in installments as recognized in the provisions of Section 59 of this Resolution.  
As installment deliveries of the Bonds are made to the Purchasers, the Paying Agent/Registrar 
pursuant to written instructions from the Corporation, or the designee thereof, and in accordance 
with Article Six of the Paying Agent/Registrar Agreement shall cancel the Initial Bond and 
deliver in exchange therefor definitive Bonds of like principal amount and maturity, in 
authorized denominations and bearing applicable interest rates for transfer and delivery to The 
Depository Trust Company for the account of the Purchasers, all pursuant to and in accordance 
with Article Six of the Paying Agent/Registrar Agreement, written instructions from the 
Purchasers and the Corporation, or the designees thereof, and such other information and 
documentation as the Paying Agent/Registrar may reasonably require. 

SECTION 8: Forms. 

A. Forms Generally.  The Bonds, the Registration Certificate of the Comptroller of
Public Accounts of the State of Texas, the Registration Certificate of the Paying Agent/Registrar, 
and the form of Assignment to be printed on each of the Bonds shall be substantially in the forms 
set forth in this Section with such appropriate insertions, omissions, substitutions, and other 
variations as are permitted or required by this Resolution and may have such letters, numbers, or 
other marks of identification (including insurance legends in the event the Bonds, or any Stated 
Maturities thereof, are insured and identifying numbers and letters of the Committee on Uniform 
Securities Identification Procedures of the American Bankers Association) and such legends and 
endorsements (including any reproduction of an Opinion of Bond Counsel (hereinafter 
referenced)) thereon as may, consistent herewith, be established by the Corporation or 
determined by the officers executing the Bonds as evidenced by their execution thereof.  Any 
portion of the text of any Bond may be set forth on the reverse thereof, with an appropriate 
reference thereto on the face of the Bond. 

The definitive Bonds shall be printed, lithographed, or engraved, produced by any 
combination of these methods, or produced in any other similar manner, all as determined by the 
officers executing the Bonds as evidenced by their execution thereof, but the Initial Bond 
submitted to the Attorney General of the State of Texas may be typewritten or photocopied or 
otherwise reproduced. 

[The remainder of this page intentionally left blank.] 
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B. Form of Definitive Bond.

REGISTERED 
REGISTERED PRINCIPAL AMOUNT 
NO._______ $____________ 

United States of America 
State of Texas 

SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION 
CONTRACT REVENUE BONDS, NEW SERIES 2016 

(TEXAS WATER DEVELOPMENT BOARD SWIRFT PROJECT FINANCING) 

Bond Date: Stated Maturity: Interest Rate: CUSIP No. 
August 1, 2016 

REGISTERED OWNER: _________________________________________________________ 

PRINCIPAL AMOUNT: _______________________________________________  DOLLARS 

The Schertz/Seguin Local Government Corporation (the Corporation), a nonprofit 
corporation of the State of Texas, for value received, hereby promises to pay to the order of the 
Registered Owner specified above, or the registered assigns thereof, on the Stated Maturity date 
specified above, the Principal Amount specified above (or so much thereof as shall not have been 
paid upon prior redemption), and to pay interest on the unpaid principal amount hereof from the 
Closing Date, or from the most recent Interest Payment Date (hereinafter defined) to which 
interest has been paid or duly provided for, to the earlier of redemption or Stated Maturity, while 
Outstanding, at the per annum rate of interest specified above computed on the basis of a 
360-day year of twelve 30-day months; such interest being payable on February 1 and August 1
of each year commencing August 1, 2017 (each being the “Interest Payment Date”).

Principal and premium, if any, of the Bond shall be payable to the Registered Owner 
hereof (the Holder) upon presentation and surrender, at the corporate trust office of the Paying 
Agent/Registrar executing the registration certificate appearing hereon or a successor thereof. 
Interest shall be payable to the Holder of this Bond (or one or more Predecessor Bonds, as 
defined in the Resolution hereinafter referenced) whose name appears on the Security Register 
maintained by the Paying Agent/Registrar at the close of business on the Record Date, which is 
the fifteenth day of the month next preceding each Interest Payment Date.  All payments of 
principal of and interest on this Bond shall be in any coin or currency of the United States of 
America which at the time of payment is legal tender for the payment of public and private debts.  
Interest shall be paid by the Paying Agent/Registrar by check sent on or prior to the appropriate 
date of payment by federal funds wire transfer, at no cost to the Holder, and at the written request 
of the Holder or by such other method, acceptable to the Paying Agent/Registrar, requested by 
the Holder hereof at the Holder’s risk and expense.  While the Bonds are held by the Purchasers 
payment of principal of, premium, if any, and interest on the Bonds shall be made by federal 
funds wire transfer, at no cost to the Purchasers, to an account at a financial institution located in 
the United States designated by the Purchasers. 
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This Bond is one of the series specified in its title issued in the aggregate principal 
amount of $36,000,000 (the Bonds) pursuant to a resolution adopted by the governing body of 
the Corporation (the Resolution), for the purpose of providing funds to (i) finance, acquire, and 
construct treatment facilities, water supply pipelines, booster pumps, other appurtenances, and 
necessary easements and other interests in land, and (ii) pay the costs and expenses of issuing the 
Bonds, under and in strict conformity with the laws of the State of Texas, particularly the Act, 
Chapter 1201, Texas Government Code, as amended, the Contract, and the Resolution. 

In the event that the Purchasers at such time remains the sole holder of the Bonds and the 
final accounting delivered by the Corporation to the Purchasers in the form and manner specified 
in the Resolution (and in compliance with the provisions of Section 35.D. of this Resolution) 
evidences that the total cost of the project to be financed with Bond proceeds is less than the 
amount of Bond proceeds available for paying such costs, then the Corporation shall, as soon as 
practicable (but in no event later than six months after the Purchasers’ acceptance of the 
aforementioned accounting), at the direction of the General Manager without the requirement of 
the approval of the Board of the Corporation, redeem Bonds in the amount of such excess to the 
nearest multiple of the authorized denomination for the Bonds.  Bonds redeemed pursuant to this 
provision shall be redeemable on any date, in inverse order of Stated Maturity, as a whole or in 
part, in principal amounts of $5,000 or any integral multiple thereof (and if within a Stated 
Maturity, selected at random and by lot by the Paying Agent/Registrar), at the redemption price 
of par plus accrued interest to the date of redemption. 

The Bonds stated to mature on and after February 1, 2028 may be redeemed prior to their 
Stated Maturities, at the option of the Corporation, on February 1, 2027, or on any date 
thereafter, in inverse order of Stated Maturity, in whole or in part in principal amounts of $5,000 
or any integral multiple thereof (and if within a Stated Maturity selected at random and by lot by 
the Paying Agent/Registrar) at the redemption price of par, together with accrued interest to the 
date of redemption, and upon thirty (30) days prior written notice being given by United States 
mail, first-class postage prepaid, to Holders of the Bonds to be redeemed, and subject to the 
terms  and provisions relating thereto contained in the Resolution.  If this Bond is subject to 
redemption prior to Stated Maturity and is in a denomination in excess of $5,000, portions of the 
principal sum hereof in installments of $5,000 or any integral multiple thereof may be redeemed, 
and, if less than all of the principal sum hereof is to be redeemed, there shall be issued, without 
charge therefor, to the Holder hereof, upon the surrender of this Bond to the Paying 
Agent/Registrar at its corporate trust office, a new Bond or Bonds of like Stated Maturity and 
interest rate in any authorized denominations provided in the Resolution for the then unredeemed 
balance of the principal sum hereof. 

If this Bond (or any portion of the principal sum hereof) shall have been duly called for 
redemption and notice of such redemption duly given, then upon such redemption date this Bond 
(or the portion of the principal sum hereof to be redeemed) shall become due and payable, and, if 
money for the payment of the redemption price and the interest accrued on the principal amount 
to be redeemed to the date of redemption is held for the purpose of such payment by the Paying 
Agent/Registrar, interest shall cease to accrue and be payable hereon from and after the 
redemption date on the principal amount hereof to be redeemed.  If this Bond is called for 
redemption, in whole or in part, the Corporation or the Paying Agent/Registrar shall not be 
required to issue, transfer, or exchange this Bond within forty-five (45) days of the date fixed for 
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redemption; provided, however, such limitation of transfer shall not be applicable to an exchange 
by the Holder of the unredeemed balance hereof in the event of its redemption in part. 

The Bonds of this series are special obligations of the Corporation payable from and 
equally and ratably secured, together with the currently outstanding Previously Issued New 
Series Bonds and any Additional New Series Bonds hereafter issued by the Corporation, solely 
by a lien on and pledge of the Bond Payment (as defined in the Contract) portion of the Annual 
Payments (as defined in the Contract) received by the Corporation from the Cities pursuant to the 
provisions of the Contract, which lien and pledge is junior and inferior to the first and prior lien 
thereon and pledge thereof securing the repayment of the currently outstanding Priority Bonds, 
until such time as no Priority Bonds remain Outstanding (at which point the New Series Bonds 
will enjoy a first and prior lien on and pledge of the Bond Payment portion of the Annual 
Payments).  In the Resolution, the Corporation has covenanted to not issue any Additional 
Priority Bonds, but has reserved and retained the right to issue Additional New Series Bonds and 
Additional Obligations payable from a lien on and pledge of the Bond Payment portion of the 
Annual Payments that is subordinate and inferior to the lien thereon and pledge thereof securing 
the repayment of any New Series Bonds.  In addition, the Corporation has reserved and retained 
the right to issue Additional Obligations, without limitation as to principal amount but subject to 
any terms, conditions, or restrictions set forth in the Resolution or as may be applicable thereto 
under law or otherwise.  The Bonds do not constitute a legal or equitable pledge, charge, lien, or 
encumbrance upon any property of the Corporation or System, except with respect to the Bond 
Payment portion of the Annual Payments. 

THIS BOND IS NOT A GENERAL OBLIGATION OF THE STATE OF TEXAS, THE 
CITY OF SCHERTZ, TEXAS, OR THE CITY OF SEGUIN, TEXAS. THE REGISTERED 
OWNER SHALL NEVER HAVE THE RIGHT TO DEMAND PAYMENT HEREOF OUT OF 
MONEY RAISED OR TO BE RAISED BY TAXATION. NO FUNDS OF THE CITY OF 
SCHERTZ, TEXAS OR THE CITY OF SEGUIN, TEXAS RAISED BY TAXATION SHALL 
EVER BE USED TO PAY THE PRINCIPAL OF, REDEMPTION PREMIUM, IF ANY, OR 
INTEREST ON THE BONDS. THE CORPORATION HAS NO TAXING AUTHORITY. 

Reference is hereby made to the Resolution, copies of which are on file in the corporate 
trust office of the Paying Agent/Registrar, and to all of the provisions of which the Holder by his 
acceptance hereof hereby assents, for definitions of terms; the description and nature of the 
Annual Payments pledged for the payment of the Bonds; the terms and conditions under which 
the Corporation may issue additional indebtedness (including Additional New Series Bonds and 
Additional Obligations); the terms and conditions relating to the transfer or exchange of the 
Bonds; the conditions upon which the Resolution may be amended or supplemented with or 
without the consent of the Holders; the rights, duties, and obligations of the Corporation and the 
Paying Agent/Registrar; the terms and provisions upon which this Bond may be redeemed or 
discharged at or prior to the Stated Maturity thereof, and deemed to be no longer Outstanding 
thereunder; and for the other terms and provisions specified in the Resolution.  Capitalized terms 
used herein have the same meanings assigned in the Resolution. 

This Bond, subject to certain limitations contained in the Resolution, may be transferred 
on the Security Register upon presentation and surrender at the corporate trust office of the 
Paying Agent/Registrar, duly endorsed by, or accompanied by a written instrument of transfer in 
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form satisfactory to the Paying Agent/Registrar duly executed by the Holder hereof, or his duly 
authorized agent, and thereupon one or more new fully registered Bonds of the same Stated 
Maturity, of authorized denominations, bearing the same rate of interest, and of the same 
aggregate principal amount will be issued to the designated transferee or transferees. 

The Corporation and the Paying Agent/Registrar, and any agent of either, shall treat the 
Holder hereof whose name appears on the Security Register (i) on the Record Date as the owner 
hereof for purposes of receiving payment of interest hereon, (ii) on the date of surrender of this 
Bond as the owner hereof for purposes of receiving payment of principal hereof at its Stated 
Maturity, or its redemption, in whole or in part, and (iii) on any other date as the owner hereof 
for all other purposes, and neither the Corporation nor the Paying Agent/Registrar, or any such 
agent of either, shall be affected by notice to the contrary.  In the event of a non-payment of 
interest on a scheduled payment date, and for thirty (30) days thereafter, a new record date for 
such interest payment (a Special Record Date) will be established by the Paying Agent/Registrar, 
if and when funds for the payment of such interest have been received from the Corporation.  
Notice of the Special Record Date and of the scheduled payment date of the past due interest (the 
Special Payment Date - which shall be fifteen (15) days after the Special Record Date) shall be 
sent at least five (5) business days prior to the Special Record Date by United States mail, 
first-class postage prepaid, to the address of each Holder appearing on the Security Register at 
the close of business on the last business day next preceding the date of mailing of such notice. 

It is hereby certified, covenanted, and represented that all acts, conditions, and things 
required to be performed, exist, and be done precedent to the issuance of this Bond in order to 
render the same a legal, valid, and binding special obligation of the Corporation have been 
performed, exist, and have been done, in regular and due time, form, and manner, as required by 
the laws of the State of Texas and the Resolution, and that issuance of the Bonds does not exceed 
any constitutional or statutory limitation; and that due provision has been made for the payment 
of the principal of and interest on the Bonds by a lien on and pledge of the Annual Payments and 
as otherwise provided in this Resolution.  In case any provision in this Bond or any application 
thereof shall be deemed invalid, illegal, or unenforceable, the validity, legality, and 
enforceability of the remaining provisions and applications shall not in any way be affected or 
impaired thereby.  The terms and provisions of this Bond and the Resolution shall be construed 
in accordance with and shall be governed by the laws of the State of Texas. 

[The remainder of this page intentionally left blank] 

TWDB SWIFT APPLICATION
SECTION: SWIFT 5



27203742.3 -16-

IN WITNESS WHEREOF, the Board of the Corporation has caused this Bond to be duly 
executed under the official seal of the Corporation. 

SCHERTZ/SEGUIN LOCAL 
GOVERNMENT CORPORATION 

____________________________________ 
President, Board of Directors 

ATTESTED: 

____________________________________ 
Secretary, Board of Directors 

(SEAL) 

C. *Form of Registration Certificate of Comptroller of Public Accounts to Appear on
Initial Bond Only. 

REGISTRATION CERTIFICATE OF 
COMPTROLLER OF PUBLIC ACCOUNTS 

OFFICE OF THE COMPTROLLER OF 
PUBLIC ACCOUNTS 

THE STATE OF TEXAS 

§
§
§
§

REGISTER NO. 

I HEREBY CERTIFY that this Bond has been examined, certified as to validity and 
approved by the Attorney General of the State of Texas, and duly registered by the Comptroller 
of Public Accounts of the State of Texas. 

WITNESS my signature and seal of office this ________________________________. 

____________________________________ 
Comptroller of Public Accounts 

of the State of Texas 

(SEAL) 

*NOTE TO PRINTER:  Do Not Print on Definitive Bonds.
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D. Form of Certificate of Paying Agent/Registrar to Appear on Definitive Bonds
Only. 

REGISTRATION CERTIFICATE OF PAYING AGENT/REGISTRAR 

This Bond has been duly issued under the provisions of the within-mentioned Resolution; 
the Bond or Bonds of the above-entitled and designated series originally delivered having been 
approved by the Attorney General of the State of Texas and registered by the Comptroller of 
Public Accounts, as shown by the records of the Paying Agent/Registrar. 

Registered this date: 

____________________________________ 

BOKF, NA, Austin, Texas, as Paying 
Agent/Registrar 

By:  _______________________________ 
Authorized Signature 

*NOTE TO PRINTER:  Print on Definitive Bonds.

E. Form of Assignment.

ASSIGNMENT 

FOR VALUE RECEIVED the undersigned hereby sells, assigns, and transfers unto 
(Print or typewrite name, address, and zip code of transferee): ____________________________ 
______________________________________________________________________________ 
(Social Security or other identifying number):  ________________________________________ 
the within Bond and all rights thereunder, and hereby irrevocably constitutes and appoints 
____________________ attorney to transfer the within Bond on the books kept for registration 
thereof, with full power of substitution in the premises. 

DATED: ____________________________ 

________________________________________________ 
NOTICE:  The signature on this assignment must 
correspond with the name of the registered owner as it 
appears on the face of the within Bond in every particular. 

Signature guaranteed: 

____________________________________ 
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F. The Initial Bond shall be in the form set forth in paragraph B of this Section,
except that the form of a single fully registered Initial Bond shall be modified as follows: 

i) immediately under the name of the Bond(s) the headings “Interest Rate”
and “Stated Maturity” shall both be completed “as shown below”;

ii) the first two paragraphs shall read as follows:

Registered Owner: ______________________________________________________________ 

Principal Amount: _______________________________________________________________ 

The Schertz/Seguin Local Government Corporation (the Corporation), a nonprofit 
corporation of the State of Texas, for value received for value received, hereby promises to pay 
to the order of the Registered Owner named above, or the registered assigns thereof, the 
Principal Amount specified above stated to mature on the first day of February in each of the 
years and in principal amounts and bearing interest at per annum rates in accordance with the 
following schedule: 

Years of 
Stated Maturity 

Principal 
Amounts ($) 

Interest 
Rates (%) 

(Information to be inserted from schedule in Section 2 hereof). 

(or so much thereof as shall not have been paid upon prior redemption) and to pay interest on the 
unpaid Principal Amount hereof from the Closing Date (anticipated to be on or about 
_____________, 2016), or from the most recent Interest Payment Date (hereafter defined) to 
which interest has been paid or duly provided for, to Stated Maturity or prior redemption, at the 
per annum rates of interest specified above computed on the basis of a 360-day year of twelve 
30-day months; such interest being payable on February 1 and August 1, commencing August 1,
2017 (each, an “Interest Payment Date”).

Principal and premium, if any, of this Bond shall be payable to the Registered Owner 
hereof (the Holder), upon its presentation and surrender, at the corporate trust office of BOKF, 
NA, Austin, Texas (the Paying Agent/Registrar).  Interest shall be payable to the Holder of this 
Bond whose name appears on the Security Register maintained by the Paying Agent/Registrar at 
the close of business on the Record Date, which is the fifteenth day of the month next preceding 
each Interest Payment Date.  All payments of principal of and interest on this Bond shall be in 
any coin or currency of the United States of America which at the time of payment is legal tender 
for the payment of public and private debts.  Interest shall be paid by the Paying Agent/Registrar 
by check sent on or prior to the appropriate date of payment by United States mail, first-class 
postage prepaid, to the Holder hereof at the address appearing in the Security Register or by such 
other method, acceptable to the Paying Agent/Registrar, requested by, and at the risk and 
expense of, the Holder hereof.  While the Bonds are held by the Purchasers, payment of principal 
of, premium, if any, and interest on the Bonds shall be made by federal funds wire transfer, at no 
cost to the Purchasers, to an account at a financial institution located in the United States 
designated by the Purchasers. 
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G. Insurance Legend.  If bond insurance is obtained by the Purchasers or the
Corporation for the Bonds, the definitive Bonds and the Initial Bond(s) shall bear an appropriate 
legend as provided by the insurer. 

SECTION 9: Definitions.  For all purposes of this Resolution (as defined below), except 
as otherwise expressly provided or unless the context otherwise requires: (i) the terms defined in 
this Section have the meanings assigned to them in this Section, and certain terms used in 
Sections 37 and 53 of this Resolution have the meanings assigned to them in such Sections, and 
all such terms include the plural as well as the singular; (ii) all references in this Resolution to 
designated “Sections” and other subdivisions are to the designated Sections and other 
subdivisions of this Resolution as originally adopted; and (iii) the words “herein”, “hereof”, and 
“hereunder” and other words of similar import refer to this Resolution as a whole and not to any 
particular Section or other subdivision. 

A. The term Additional New Series Bonds shall mean (i) the currently outstanding
Previously Issued New Series Bonds, the Bonds, and any bonds, notes, warrants, or any similar 
obligations hereafter issued by the Corporation that are payable wholly or in part from and 
equally and ratably secured by a lien and pledge of the Bond Payment portion of the Annual 
Payments received by the Corporation from the Cities under the Contract, which lien and pledge 
is junior and inferior to the lien thereon and pledge thereof securing the repayment of the 
currently outstanding Priority Bonds until such time as no Priority Bonds remain Outstanding (at 
which point all New Series Bonds will enjoy a first and prior lien on and pledge of the Bond 
Payment portion of the Annual Payments), but senior and superior to the lien thereon and pledge 
thereof of any additional Corporation obligations secured by and payable from a lien on and 
pledge of the Bond Payment portion of the Annual Payments that is subordinate and inferior to 
the lien thereon and pledge thereof securing the repayment of any New Series Bonds and (ii) 
obligations hereafter issued to refund any of the foregoing that are payable from and equally and 
ratably secured by a lien on and pledge of the of the Bond Payment portion of the Annual 
Payments received by the Corporation from the Cities under the Contract, as determined by the 
Corporation in accordance with applicable law, on parity with the lien thereon and pledge thereof 
securing the other New Series Bonds then-Outstanding. 

B. The term Additional Obligations shall mean collectively, any Prior Lien
Obligations, Junior Lien Obligations, or Inferior Lien Obligations hereafter issued by the 
Corporation. 

C. The term Additional Priority Bonds shall mean any bonds, notes, warrants, or
other evidences of indebtedness (including those issued for the purpose of refunding previously 
issued bonds, notes, or other evidences of indebtedness) which the Corporation reserved the right 
to issue under the Priority Bonds Resolutions the repayment of which is secured by a first and 
prior lien on and pledge of the Bond Payment portion of the Annual Payments received by the 
Corporation from the Cities under the Contract, which lien and pledge is on parity with the lien 
thereon and pledge thereof securing the repayment of the Priority Bonds.   

D. The term Annual Payments shall mean the payments, including the Bond
Payment, Operation and Maintenance Expenses, and Overhead Expenses, that the Corporation 
expects to receive from the Cities pursuant to the terms of the Contract. 
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E. The term Authorized Officials shall mean the Corporation’s Board President, the
Corporation’s Board Secretary, and/or the General Manager. 

F. The term Average Annual Debt Service Requirements shall mean that average
amount which, at the time of computation, will be required to pay the Debt Service Requirement 
on all Outstanding Priority Bonds and New Series Bonds when due (either at Stated Maturity or 
mandatory redemption) and derived by dividing the total of such Debt Service Requirements by 
the number of Fiscal Years then remaining before Stated Maturity of such Priority Bonds and 
New Series Bonds.  For purposes of this definition, a fractional period of a Fiscal Year shall be 
treated as an entire Fiscal Year.  Capitalized interest payments provided from bond proceeds 
shall be excluded in making the aforementioned computation. 

G. The term Bond Fund shall mean the special Fund or account created and
established by the provisions of Section 13 of this Resolution. 

H. The term Bond Payment shall have the meaning ascribed thereto in the Contract.

I. The term Bonds shall mean the $36,000,000 “SCHERTZ/SEGUIN LOCAL
GOVERNMENT CORPORATION CONTRACT REVENUE BONDS, NEW SERIES 2016 
(TEXAS WATER DEVELOPMENT BOARD SWIRFT PROJECT FINANCING)”, dated 
August 1, 2016, authorized by this Resolution. 

J. The term Bonds Similarly Secured shall mean any Additional Obligations
hereafter issued by the Corporation or bonds issued to refund any of the foregoing if issued in a 
manner that provides that the refunding bonds are payable from and equally and ratably secured 
by a lien on and pledge of the Annual Payments. 

K. The term Closing Date shall mean the date of physical delivery of the Initial Bond
for the payment in full by the Purchasers. 

L. The term Contract shall mean the Regional Water Supply Contract, dated as of
November 15, 1999, together with amendments and supplements thereto (which by the term of 
such instrument is designated as a supplement to such Contract), a conformed copy of such 
Contract being attached hereto as Exhibit E for the purposes of identification. 

M. The term Corporation shall mean Schertz/Seguin Local Government Corporation
and any other nonprofit corporation, public agency, or other entity succeeding to the powers, 
rights, privileges and functions of the Corporation and, when appropriate, the Board of Directors 
of the Corporation. 

N. The term Construction Fund shall mean the Corporation’s construction fund
ordered established by Section 35 of this Resolution. 

O. The term Credit Agreement shall mean a loan agreement, revolving credit
agreement, agreement establishing a line of credit, letter of credit, reimbursement agreement, 
insurance contract, commitments to purchase debt, purchase or sale agreements, interest rate 
swap agreements, or commitments or other contracts or agreements authorized, recognized, and 
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approved by the Corporation as a Credit Agreement in connection with the authorization, 
issuance, security, or payment of any Bond. 

P. The term Credit Facility shall mean (i) a policy of insurance or a surety bond,
issued by an issuer of policies of insurance insuring the timely payment of debt service on 
governmental obligations under and pursuant to Texas law, or (ii) a letter or line of credit issued 
by any financial institution authorized under applicable Texas law to deliver such types of 
financial instrument. 

Q. The term Credit Provider shall mean any bank, financial institution, insurance
company, surety bond provider, or other institution which provides, executes, issues, or 
otherwise is a party to or provider of a Credit Agreement. 

R. The term Debt Service Requirements shall mean as of any particular date of
computation, with respect to any obligations and with respect to any period, the aggregate of the 
amounts to be paid or set aside by the Corporation as of such date or in such period for the 
payment of the principal of, premium, if any, and interest (to the extent not capitalized) on such 
obligations; assuming, in the case of obligations without a fixed numerical rate, that such 
obligations bear interest calculated by assuming (i) that the interest rate for every 12-month 
period on such bonds is equal to the rate of interest reported in the most recently published 
edition of The Bond Buyer (or its successor) at the time of calculation as the “Revenue Bond 
Index” or, if such Revenue Bond Index is no longer being maintained by The Bond Buyer (or its 
successor) at the time of calculation, such interest rate shall be assumed to be 80% of the rate of 
interest then being paid on United States Treasury obligations of like maturity and (ii) that, in the 
case of bonds not subject to fixed scheduled mandatory sinking fund redemptions, that the 
principal of such bonds is amortized such that annual debt service is substantially level over the 
remaining stated life of such bonds or in the manner permitted under Section 1371.057(c), as 
amended, Texas Government Code as the same relates to interim or non–permanent 
indebtedness, and in the case of obligations required to be redeemed or prepaid as to principal 
prior to Stated Maturity according to a fixed schedule, the principal amounts thereof will be 
redeemed prior to Stated Maturity in accordance with the mandatory redemption provisions 
applicable thereto (in each case notwithstanding any contingent obligation to redeem bonds more 
rapidly).  For the term of any Credit Agreement in the form of an interest rate hedge agreement 
entered into in connection with any such obligations, Debt Service Requirements shall be 
computed by netting the amounts payable to the Corporation under such hedge agreement from 
the amounts payable by the Corporation under such hedge agreement and such obligations. 

S. The term Depository shall mean an official depository bank of the Corporation.

T. The term Fiscal Year shall mean the twelve month accounting period used by the
Corporation in connection with the operation of the System, currently ending on September 30th 
of each year, which may be any twelve consecutive month period established by the Corporation, 
but in no event may the Fiscal Year be changed more than one time in any three calendar year 
period. 

U. The term Government Securities, as used herein, shall mean (i) direct noncallable
obligations of the United States, including obligations that are unconditionally guaranteed by, the 
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United States of America; (ii) noncallable obligations of an agency or instrumentality of the 
United States, including obligations that are unconditionally guaranteed or insured by the agency 
or instrumentality and that, on the date the governing body of the issuer adopts or approves the 
proceedings authorizing the issuance of refunding bonds, are rated as to investment quality by a 
nationally recognized investment rating firm not less than AAA or its equivalent; 
(iii) noncallable obligations of a state or an agency or a county, municipality, or other political
subdivision of a state that have been refunded and that, on the date the governing body of the
issuer adopts or approves the proceedings authorizing the issuance of refunding bonds, are rated
as to investment quality by a nationally recognized investment rating firm not less than “AAA”
or its equivalent, or (iv) any additional securities and obligations hereafter authorized by the laws
of the State of Texas as eligible for use to accomplish the discharge of obligations such as the
Bonds.

V. The term Gross Revenues shall mean all income and increment, including, but not
limited to, any revenues, income, or connection fees which may be derived from the ownership 
and/or operation of the System as it is purchased, constructed or otherwise acquired, including 
payments pursuant to the Contract (excluding the Bond Payment portion of the Annual 
Payments), but shall not mean the income and increment derived from a contract or contracts 
with persons, corporations, municipal corporations, political subdivisions, or other entities which 
under the terms of the authorizing resolution(s) or order(s) that may be pledged for the 
requirements of the Corporation’s Special Project Bonds issued particularly to finance certain 
facilities (even though the facilities to be financed with the Special Project Bonds are physically 
connected to the System) needed in performing any such contract or contracts; provided, 
however, that the Board of Directors of the Corporation may utilize any revenues, including 
those generated by the Contract, in excess of the Debt Service Requirements on the New Series 
Bonds for any lawful purpose in accordance with this Resolution and the Contract. 

W. The term Holder or Holders shall mean the registered owner, whose name
appears in the Security Register, for any Bond. 

X. The term Inferior Lien Obligations shall mean (i) any bonds, notes, warrants, or
other obligations hereafter issued by the Corporation payable wholly or in part from a pledge of 
and lien on Net Revenues of the System, all as further provided in Section 20 of this Resolution, 
which is subordinate and inferior to the lien on and pledge thereof securing the payment of any 
Prior Lien Obligations or Junior Lien Obligations hereafter issued by the Corporation, and 
(ii) obligations hereafter issued to refund any of the foregoing that are payable from and equally
and ratably secured by a subordinate and inferior lien on and pledge of the Net Revenues as
determined by the Board of Directors in accordance with any applicable law.

Y. The term Interest Payment Date shall mean the date semiannual interest is
payable on the Bonds, being February 1 and August 1 of each year, commencing August 1, 2017, 
while any of the Bonds remain Outstanding. 

Z. The term Junior Lien Obligations shall mean (i) any bonds, notes, warrants, or
any similar obligations hereafter issued by the Corporation that are payable wholly or in part 
from and equally and ratably secured by a junior and inferior lien on and pledge of the Net 
Revenues of the System, all as further provided in Section 20 of this Resolution and 
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(ii) obligations hereafter issued to refund any of the foregoing that are payable from and equally
and ratably secured by a junior and inferior lien on and pledge of the Net Revenues as
determined by the Board of Directors in accordance with any applicable law.

AA. The term Net Revenues shall mean Gross Revenues of the System, with respect to 
any period, after deducting the System’s Operation and Maintenance Expenses during such 
period. 

BB. The term New Series Bonds shall mean the Previously Issued New Series Bonds, 
the Bonds, and any Additional New Series Bonds hereafter issued by the Corporation. 

CC. The term Operation and Maintenance Expenses shall have the meaning ascribed
thereto in the Contract. 

DD. The term Outstanding shall mean when used in this Resolution with respect to
Bonds means, as of the date of determination, all Bonds issued and delivered under this 
Resolution, except: 

(1) those Bonds canceled by the Paying Agent/Registrar or delivered to the
Paying Agent/Registrar for cancellation; 

(2) those Bonds for which payment has been duly provided by the
Corporation in accordance with the provisions of Section 39 of this Resolution by the 
irrevocable deposit with the Paying Agent/Registrar, or an authorized escrow agent, of 
money or Government Securities, or both, in the amount necessary to fully pay the 
principal of, premium, if any, and interest thereon to maturity or redemption, as the case 
may be, provided that, if such Bonds are to be redeemed, notice of redemption thereof 
shall have been duly given pursuant to this Resolution or irrevocably provided to be 
given to the satisfaction of the Paying Agent/Registrar, or waived; and 

(3) those Bonds that have been mutilated, destroyed, lost, or stolen and
replacement Bonds have been registered and delivered in lieu thereof as provided in 
Section 33 of this Resolution. 

EE. The term Overhead Expenses shall have the meaning ascribed thereto in the 
Contract. 

FF. The term Previously Issued New Series Bonds shall mean (i) $6,275,000 
“SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION CONTRACT REVENUE 
REFUNDING BONDS, NEW SERIES 2014”, dated September 1, 2014, (ii) 41,720,000 
“SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION CONTRACT REVENUE 
IMPROVEMENT AND REFUNDING BONDS, NEW SERIES 2015”, dated December 1, 2014, 
and (iii) obligations hereafter issued to refund any of the foregoing that are payable from and 
equally and ratably secured by a junior and inferior lien on and pledge of the Bond Payment 
portion of the Annual Payments as determined by the Board of Directors in accordance with any 
applicable law. 
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GG. The term Prior Lien Obligations shall mean (i) any bonds, notes, warrants, or 
other evidences of indebtedness which the Corporation reserves the right to issue or enter into, as 
the case may be, in the future under the terms and conditions provided in Section 19 of this 
Resolution and which are equally and ratably secured solely by a first and prior lien on and 
pledge of the Net Revenues of the System and (ii) obligations hereafter issued to refund any of 
the foregoing if issued in a manner so as to be payable from and secured by a first and prior lien 
on and pledge of the Net Revenues as determined by the Corporation’s Board in accordance with 
applicable law. 

HH. The term Priority Bonds shall mean (i) those obligations heretofore issued by the 
Corporation and that remain Outstanding after the issuance of the Bonds, which Outstanding 
obligations are payable from and secured by a first and prior lien on and pledge of the Bond 
Payment portion of the Annual Payments, which lien and pledge is senior and superior to the lien 
thereon and pledge thereof securing the repayment of the New Series Bonds, being the: 

(1) $41,040,000 “SCHERTZ/SEGUIN LOCAL GOVERNMENT 
CORPORATION CONTRACT REVENUE BONDS, SERIES 2001”, dated February 1, 
2001, and 

(2) $22,140,000 “SCHERTZ/SEGUIN LOCAL GOVERNMENT 
CORPORATION CONTRACT REVENUE REFUNDING BONDS, SERIES 2010”, 
dated June 1, 2010. 

and (ii) obligations hereafter issued to refund any of the foregoing that are payable from 
and equally and ratably secured by a first and prior lien on and pledge of the Bond 
Payment portion of the Annual Payments as determined by the Board of Directors in 
accordance with any applicable law. 

II. The term Purchasers shall mean the initial purchaser or purchasers of the Bonds
named in Section 34 of this Resolution. 

JJ. The term Rating Agency shall mean any nationally recognized securities rating 
agency which has assigned a rating to the Bonds. 

KK. The term Renewal and Replacement Fund shall mean the special fund, creation 
and establishment under the Priority Bonds Resolutions of which is recognized by the 
Corporation in Section 15 of this Resolution. 

LL. The term Resolution shall mean this resolution adopted by the Corporation’s
Board on ____________, 2016. 

MM. The term Special Project Bonds shall mean obligations which the Corporation
expressly reserves the right to issue in Section 21 of this Resolution. 

NN. The term Stated Maturity shall mean the annual principal payments of the Bonds 
payable on February 1 of each year, as set forth in Section 2 of this Resolution. 
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OO. The term System shall mean the works, improvements, facilities, plants, 
equipment, appliances, property, easements, leaseholds, licenses, privileges, right of use or 
enjoyment, contract rights or other interests in property comprising the utility system of the 
Corporation, including the Project, now owned or to be hereafter purchased, constructed or 
otherwise acquired whether by deed, contract or otherwise, together with any additions or 
extensions thereto or improvements and replacements thereof, or the utility system of any other 
entity to which the Corporation has contractual rights of use, except the facilities which the 
Corporation may purchase or acquire with the proceeds of the sale of Special Project Bonds, so 
long as such Special Project Bonds are outstanding, notwithstanding that such facilities may be 
physically connected with the System. 

PP. The term TWDB shall mean the Texas Water Development Board or any 
successor entity thereof. 

QQ. The term TWDB Program shall have the meaning ascribed in Section 61 of the 
Resolution. 

SECTION 10: Pledge of the Bond Payment Portion of the Annual Payments; Availability 
of Net Revenues for Payment; Perfection of Security Interest. 

A. The Corporation hereby covenants and agrees that the Bond Payment portion of
the Annual Payments, subject (but only subject) to the first and prior lien thereon and pledge 
thereof securing the repayment of the currently outstanding Priority Bonds, is hereby irrevocably 
pledged to the payment and security of the New Series Bonds including the establishment and 
maintenance of the special funds or accounts created and established for the payment and 
security thereof, as hereinafter provided.  It is hereby resolved that the New Series Bonds, and 
the interest thereon, shall constitute a lien on and pledge of the Bond Payment portion of the 
Annual Payments (subject only to the first and prior lien thereon and pledge thereof securing the 
repayment of the currently outstanding Priority Bonds) and shall be valid and binding without 
any physical delivery thereof or further act by the Corporation.  This lien on the Bond Payment 
portion of the Annual Payments for the payment and security of the New Series Bonds, as 
heretofore described, shall be subject only to the first and prior lien thereon and pledge thereof 
securing the currently outstanding Priority Bonds and, at such time as no Priority Bonds are 
Outstanding, the lien on and pledge of the Bond Payment Portion of the Annual Payments 
securing the repayment of the New Series Bonds hereby created shall be elevated to a first and 
prior lien position such that this lien and pledge shall be prior in right and claim as to any other 
indebtedness, liability, or obligation of the Corporation or the System.   

B. As an additional source of payment of debt service on the New Series Bonds, but
not pledged as additional security therefor, the Corporation hereby reserves the right to utilize its 
Net Revenues for such lawful purpose, but any use of Net Revenues for the payment of New 
Series Bonds debt service shall be subject to the prior lien on and pledge of the Net Revenues 
securing the payment of any Additional Obligations hereafter issued by the Corporation. 

C. Chapter 1208, as amended, Texas Government Code applies to the issuance of the
New Series Bonds and the lien on and pledge of Bond Payment portion of the Annual Payments 
granted by the Corporation under subsection (a) of this Section, and such pledge is therefore 
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valid, effective, and perfected.  If Texas law is amended at any time while the New Series Bonds 
are outstanding and unpaid such that the pledge of the Bond Payment portion of the Annual 
Payments granted by the Corporation is to be subject to the filing requirements of Chapter 9, 
Texas Business & Commerce Code, as amended, then in order to preserve to the registered 
owners of the New Series Bonds the perfection of the security interest in this pledge, the 
Corporation agrees to take such measures as it determines are reasonable and necessary under 
Texas law to comply with the applicable provisions of Chapter 9, Texas Business & Commerce 
Code, as amended and enable a filing to perfect the security interest in this pledge to occur. 

SECTION 11: Rates and Charges.  For the benefit of the Holders of the New Series 
Bonds and in addition to all provisions and covenants in the laws of the State of Texas and in this 
Resolution, the Corporation hereby expressly stipulates and agrees, while any of the New Series 
Bonds are Outstanding, to establish and maintain rates and charges for facilities and services 
afforded by the System, including the Annual Payments, that are reasonably expected, on the 
basis of available information and experience and with due allowance for contingencies, to 
produce Gross Revenues in each Fiscal Year sufficient: 

A. To pay all Operation and Maintenance Expenses, or any expenses required by
statute to be a first claim on and charge against the Gross Revenues of the System; 

B. To produce Net Revenues, together with any other lawfully available funds,
sufficient to pay the principal of and interest on any Prior Lien Obligations hereafter issued by 
the Corporation and the amounts required to be deposited in any reserve, contingency, or 
redemption fund or account created for the payment and security of any Prior Lien Obligations, 
and any other obligations or evidences of indebtedness issued or incurred that are payable from 
and secured solely by a prior and first lien on and pledge of the Net Revenues of the System; 

C. To produce Net Revenues, together with any other lawfully available funds,
sufficient to pay the principal of and interest on any Junior Lien Obligations hereafter issued by 
the Corporation and the amounts required to be deposited in any reserve, contingency, or 
redemption fund or account created for the payment and security of any Junior Lien Obligations, 
and any other obligations or evidences of indebtedness issued or incurred that are payable from 
and secured solely by a junior and inferior lien on and pledge of the Net Revenues of the System; 

D. To produce Net Revenues, together with any other lawfully available funds,
sufficient to pay the principal of and interest on any Inferior Lien Obligations hereafter issued by 
the Corporation and the amounts required to be deposited in any reserve, contingency, or 
redemption fund or account created for the payment and security of any Inferior Lien 
Obligations, and any other obligations or evidences of indebtedness issued or incurred that are 
payable from and secured solely by a subordinate and inferior lien on and pledge of the Net 
Revenues of the System;  

E. To produce Net Revenues, together with any other lawfully available funds,
including the Bond Payment portion of the Annual Payments, to pay the principal of and interest 
on the currently outstanding Priority Bonds as the same become due and payable and to deposit 
the amounts required to be deposited in any special fund or account, including the Priority 
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Bonds’ debt service and debt service reserve funds and the Renewal and Replacement Fund 
heretofore created and established for the payment and security of the Priority Bonds; and 

F. To produce Net Revenues, together with any other lawfully available funds,
including the Bond Payment portion of the Annual Payments, to pay the principal of and interest 
on the New Series Bonds as the same become due and payable and to deposit the amounts 
required to be deposited in any special fund or account, including the Bond Fund created herein 
and any debt service reserve fund hereafter created as additional security for any Additional New 
Series Bonds, created and established for the payment and security of the New Series Bonds. 

SECTION 12: System Fund.  The Corporation hereby ratifies, confirms and herein 
assumes the application for so long as any New Series Bonds are Outstanding its prior covenants 
and agreements made in the Priority Bonds Resolutions that the Gross Revenues of the System 
shall be deposited, as collected and received, into a separate fund or account previously created, 
established, and maintained with the Depository known as the “Schertz/Seguin Local 
Government Corporation Revenue Fund” (the System Fund) and that the Gross Revenues of the 
System shall be kept separate and apart from all other funds of the Corporation.  The Corporation 
covenants that the Overhead Expenses and Operation and Maintenance Expenses (each as 
defined in the Contract) shall be deposited upon receipt by the Corporation into the System Fund.  
All Gross Revenues deposited into the System Fund shall be pledged and appropriated to the 
extent required for the following uses and in the order of priority shown: 

FIRST: to the payment of all necessary and reasonable Operation and Maintenance 
Expenses as defined herein or required by statute, to be a first charge on and claim 
against the Gross Revenues of the System. 

SECOND: to the payment of the amounts required to be deposited into the bond, reserve, 
contingency, or redemption funds created and established for the payment of any 
Prior Lien Obligations hereafter issued by the Corporation as the same become 
due and payable. 

THIRD: to the payment of the amounts required to be deposited into the bond, reserve, 
contingency, or redemption funds created and established for the payment of any 
Junior Lien Obligations hereafter issued by the Corporation as the same become 
due and payable. 

FOURTH: to the payment of the amounts required to be deposited into the bond, reserve, 
contingency, or redemption funds created and established for the payment of any 
Inferior Lien Obligations hereafter issued by the Corporation as the same become 
due and payable. 

FIFTH: to the payment of the amounts that must be deposited in any special funds or 
accounts, including the debt service and debt service reserve funds and the 
Renewal and Replacement Fund created and established for the payment and 
security of the currently outstanding Priority Bonds. 

SIXTH: to the payment of the amounts that must be deposited in any special funds or 
accounts, including the Bond Fund created herein and any debt service reserve 

TWDB SWIFT APPLICATION
SECTION: SWIFT 5



27203742.3 -28-

fund hereafter created as additional security for any Additional New Series 
Bonds, created and established for the payment and security of the New Series 
Bonds. 

Any Net Revenues remaining in the 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 Corporation purpose now or hereafter permitted by law. 

SECTION 13: Bond Fund; Surplus Bond Proceeds.  For purposes of providing funds to 
pay the principal of and interest on the New Series Bonds as the same become due and payable, 
the Corporation agrees to maintain, at the Depository, a separate and special fund or account 
previously created and known as the “Schertz/Seguin Local Government Corporation Contract 
Revenue Bonds, New Series Interest and Sinking Fund” (the Bond Fund).  The Corporation 
covenants that the Bond Payment portion of the Annual Payments shall be deposited upon 
receipt by the Corporation into the Bond Fund.  The Authorized Officials covenant that there 
shall be deposited into the Bond Fund prior to each principal and interest payment date from the 
available Bond Payment portion of the Annual Payments an amount equal to one hundred per 
cent (100%) of the amount required to fully pay the interest on and the principal of the New 
Series Bonds then falling due and payable, such deposits to pay maturing principal and accrued 
interest on the New Series Bonds to be made in substantially equal monthly installments on or 
before the tenth day of each month, beginning on or before the tenth day of the month next 
following the delivery of the Bonds to the Purchasers.  If the Bond Payment portion of the 
Annual Payments in any month are insufficient to make the required payments into the Bond 
Fund, then the amount of any deficiency in such payment shall be added to the amount otherwise 
required to be paid into the Bond Fund in the next month.  For the avoidance of doubt, and for 
purposes of clarity, the Bond Payment portion of the Annual Payments received by the 
Corporation from the Cities under the Contract shall be utilized by the Corporation, as received, 
in the following manner for so long as any Priority Bonds remain Outstanding: 

FIRST: to the payment of the amounts that must be deposited in any special funds or 
accounts, including the debt service and debt service reserve funds created and 
established for the payment and security of the currently outstanding Priority 
Bonds and the Renewal and Replacement Fund, in the times and in the amounts 
(if at all) specified in the Priority Bonds Resolutions. 

SECOND: to the payment of the amounts that must be deposited in any special funds or 
accounts, including the Bond Fund, created and established for the payment and 
security of the New Series Bonds (and including any debt service reserve fund 
hereafter created as additional security for any Additional New Series Bonds).   

The required monthly deposits to the Bond Fund for the payment of principal of and 
interest on the New Series Bonds shall continue to be made as hereinabove provided until such 
time as (i) the total amount on deposit in the Bond Fund is equal to the amount required to fully 
pay and discharge all outstanding New Series Bonds (principal and interest) or (ii) the New 
Series Bonds are no longer Outstanding. 
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Accrued interest, if any, received from the Purchasers, as well as any Net Revenues 
deposited to the Bond Fund at the Corporation’s discretion, shall be taken into consideration and 
reduce the amount of the monthly deposits hereinabove required to be deposited into the Bond 
Fund from the Bond Payment portion of the Annual Payments.  Additionally, any proceeds of 
the Bonds, and investment income thereon, not expended for authorized purposes shall be 
deposited into the Bond Fund and shall be taken into consideration and reduce the amount of 
monthly deposits required to be deposited into the Bond Fund from the Bond Payment portion of 
the Annual Payments. 

SECTION 14: Reserve Fund.  The Corporation hereby reserves the right to establish, at 
the time of issuance of any series of Additional New Series Bonds, a debt service reserve fund, 
as either a segregated fund created for the benefit of a particular series of Additional New Series 
Bonds or a combined fund applicable to all New Series Bonds at such time Outstanding, and to 
provide for the funding of any such debt service reserve fund in the manner (which may be in 
any manner then or thereafter permitted by applicable law) and amount as prescribed in the 
Corporation resolution authorizing the issuance of the series of Additional New Series Bonds in 
conjunction with which such reserve fund is created.  No debt service reserve was created in the 
issuance of the Previously Issued New Series Bonds or is created in connection with the issuance 
of the Bonds.   

SECTION 15: Renewal and Replacement Fund.  There has been previously created and 
established under the Priority Bonds Resolutions that there shall be maintained at the Depository, 
and accounted for separate and apart from all other funds of the Corporation a separate fund 
entitled the “Schertz/Seguin Local Government Corporation Contract Revenue Bonds Renewal 
and Replacement Fund” (the Renewal and Replacement Fund).  The amount deposited initially 
into the Renewal and Replacement Fund from proceeds of the previously issued Priority Bonds 
was $500,000.00 (the Emergency Amount) which amount may not be decreased while any 
Priority Bonds are Outstanding.  The Renewal and Replacement Fund shall be used for the 
purpose of (1) paying the costs of improvements, enlargements, extensions, additions, 
replacements, or other capital expenditures related to the System, or (2) paying the costs of 
unexpected or extraordinary repairs or replacements of the System for which System funds are 
not available, or (3) paying unexpected or extraordinary expenses of operation and maintenance 
of the System for which System funds are not otherwise available, or (4) paying the debt service 
requirements on the currently outstanding Priority Bonds for which other System revenues are 
not available, or (5) for any other lawful purpose in support of the System. 

Though it has not exercised such right with respect to the issuance of the currently 
outstanding New Series Bonds, the Corporation hereby reserves the right to provide, in any 
prospective Corporation resolution authorizing the issuance of any series of Additional New 
Series Bonds, for an increase in the amount to be maintained from time to time in the Renewal 
and Replacement Fund and to provide that the amounts on deposit from time in the Renewal and 
Replacement Fund shall be available to pay debt service on the New Series Bonds subject to the 
prior use of any such proceeds to pay debt service on any Priority Bonds at such time 
Outstanding.  Such Corporation resolution shall provide for the manner of funding any resultant 
increase in the amount to be accumulated and maintained in the Repair and Replacement Fund in 
a manner permitted under the Priority Bonds Resolutions and other applicable law and that is not 
in conflict with terms and provisions of this Resolution.   
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SECTION 16: Deficiencies - Excess Net Revenues. 

A. If on any occasion there shall not be a sufficient amount of the Bond Payment
portion of the Annual Payments to make the required deposits into the Bond Fund, then such 
deficiency shall be cured as soon as possible from the next available unallocated Annual 
Payments, or from any other sources available for such purpose, and such payments shall be in 
addition to the amounts required to be paid into these Funds or accounts during such month or 
months.  Subject to making the required deposits to any funds or accounts securing any 
Additional Obligations or Priority Bonds, when and as required by any Corporation resolution 
authorizing a series of Additional Obligations or any Priority Bonds Resolution, respectively, the 
excess Net Revenues of the System may be used by the Corporation for any lawful purpose 
including, but not limited to, the payment of debt service on or redemption of any Bonds. 

B. Subject to making the required deposits to the Bond Fund when and as required
by this Resolution or any resolution authorizing the issuance of Additional New Series Bonds or 
Additional Obligations, the excess Net Revenues of the System may be used by the Corporation 
for any lawful purpose including, but not limited to, the redemption of any Bonds Similarly 
Secured. 

SECTION 17: Payment of Bonds.  While any of the New Series Bonds are Outstanding, 
any Authorized Official shall cause to be transferred to the Paying Agent/Registrar therefor, from 
funds on deposit in the Bond Fund, amounts sufficient to fully pay and discharge promptly each 
installment of interest on and principal of the New Series Bonds as such installment accrues or 
matures; such transfer of funds must be made in such manner as will cause immediately 
available funds to be deposited with the Paying Agent/Registrar for the New Series Bonds at the 
close of the business day next preceding the date a debt service payment is due on the New 
Series Bonds. 

SECTION 18: Investments.  Funds held in any Fund or account created, established, or 
maintained pursuant to this Resolution shall, at the option of the Corporation, be invested as 
permitted by the provisions of the Public Funds Investment Act, as amended, Chapter 2256, 
Texas Government Code, or any other law (collateralized pursuant to the Public Funds Collateral 
Act, as amended, Chapter 2257, Texas Government Code), and secured (to the extent not insured 
by the Federal Deposit Insurance Corporation) by obligations of the type hereinafter described, 
including time deposits, certificates of deposit, guaranteed investment contracts, or similar 
contractual agreements, investments held in book-entry form, in securities including, but not 
limited to, direct obligations of the United States of America, obligations guaranteed or insured 
by the United States of America, which, in the opinion of the Attorney General of the United 
States, are backed by its full faith and credit or represent its general obligations, or invested in 
indirect obligations of the United States of America, including, but not limited to, evidences of 
indebtedness issued, insured, or guaranteed by such governmental agencies as the Federal Land 
Banks, Federal Intermediate Credit Banks, Banks for Cooperatives, Federal Home Loan Banks, 
Government National Mortgage Association, Farmers Home Administration, Federal Home 
Loan Mortgage Association, or Federal Housing Association; provided that all such deposits and 
investments shall be made in such a manner that the money required to be expended from any 
Fund or account will be available at the proper time or times.  Such investments (except State 
and Local Government Series investments held in book entry form, which shall at all times be 
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valued at cost) shall be valued in terms of current market value within 45 days of the close of 
each Fiscal Year.  All interest and income derived from deposits and investments in the Bond 
Fund immediately shall be credited to, and any losses debited to, the Bond Fund.  All such 
investments shall be sold promptly when necessary to prevent any default in connection with the 
Bonds. 

A. The Corporation hereby covenants to not issue any Additional Priority Bonds,
except refunding bonds with debt service savings. 

B. In addition to the right to issue bonds of inferior lien as authorized by the laws of
this State of Texas, the Corporation reserves the right hereafter to issue Additional New Series 
Bonds.  The Additional New Series Bonds, when issued, shall be payable from and secured by a 
lien on and pledge of the Bond Payment portion of the Annual Payments in the same manner and 
to the same extent as are the New Series Bonds at such time Outstanding and such Additional 
New Series Bonds and New Series Bonds at such time Outstanding shall in all respects be of 
equal dignity.  The Additional New Series Bonds may be issued in one or more installments 
provided, however, that no Additional New Series Bonds, shall be issued unless and until the 
following conditions have been met: 

(1) The Corporation is not then in default as to any covenant, condition or
obligation prescribed in any Priority Bonds Resolution authorizing the issuance of 
Priority Bonds at such time outstanding and any resolution authorizing the issuance of the 
New Series Bonds at such time Outstanding or the Contract (including any amendment or 
supplement thereto). 

(2) A consulting engineer certifies to the Corporation the need for an
estimated amount of additional financing required for completion, expansion, 
enlargement or improvement of the Project, if new money bonds are being issued. 

(3) The Cities  shall have approved the resolution(s) authorizing the issuance
of the Additional New Series Bonds as to form and content and acknowledged that the 
payment of principal of and interest on such Additional New Series Bonds is payable, in 
whole or in part, from the Bond Payment portion of the Annual Payments to be made by 
the Cities to the Corporation under and pursuant to the Contract. 

(4) The Additional New Series Bonds are made to mature on February 1 or
August 1 or both in each of the years in which they are scheduled to mature. 

(5) The resolution authorizing the issuance of the Additional New Series
Bonds provides for deposits to be made to the Bond Fund in amounts sufficient to pay the 
principal of and interest on such Additional New Series Bonds as the same become due. 

Outstanding New Series Bonds may be refunded (pursuant to any law then available) 
upon such terms and conditions as the governing body of the Corporation may deem to the best 
interest of the Corporation. 

SECTION 19: Issuance of Prior Lien Obligations.  The Corporation also reserves the 
right to issue Prior Lien Obligations that are payable from and secured by a first and prior lien 
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and pledge of the Net Revenues of the System.  The Corporation covenants and agrees, however, 
it will not issue any Prior Lien Obligations unless: 

A. Except for a refunding to cure a default, the Corporation is not then in default as
to any covenant, condition or obligation prescribed by the resolutions authorizing the issuance of 
New Series Bonds. 

B. Each of the funds created solely for the payment of principal of and interest on the
then-outstanding Priority Bonds and then-outstanding New Series Bonds contains the amounts of 
money then-required to be on deposit therein. 

In addition, the Prior Lien Obligations may be refunded pursuant to any law then 
available upon such terms and conditions as the Corporation’s Board may deem to be in the best 
interest of the Corporation and its inhabitants. 

SECTION 20: Obligations of Inferior Lien and Pledge.  The Corporation hereby reserves 
the right to issue, at any time, obligations including, but not limited to, Junior Lien Obligations 
and Inferior Lien Obligations payable from and secured, in whole or in part, by a lien on and 
pledge of the Net Revenues of the System, subordinate and inferior in rank and dignity to the lien 
on and pledge of such Net Revenues securing the payment of any Prior Lien Obligations 
hereafter issued by the Corporation as may be authorized by the laws of the State of Texas. 

SECTION 21: Special Project Bonds.  The Corporation further reserves the right to issue 
bonds in one or more installments for the purchase, construction, improvement, extension, 
replacement, enlargement or repair of utility facilities necessary under a contract or contracts 
with persons, corporations, municipal corporations, political subdivisions, or other entities, such 
bonds to be payable from and secured by the proceeds of such contract or contracts.  The 
Corporation further reserves the right to refund such bonds and secure the payment of the debt 
service requirements on the refunding bonds in the same manner or as otherwise permitted by the 
laws of the State of Texas. 

SECTION 22: Maintenance of System - Insurance.  The Corporation covenants, agrees, 
and affirms its covenants that while the New Series Bonds remain outstanding it will maintain 
and operate the System with all possible efficiency and maintain casualty and other insurance on 
the properties of the System and its operations of a kind and in such amounts customarily carried 
by municipal corporations in the State of Texas engaged in a similar type of business (which may 
include an adequate program of self-insurance); and that it will faithfully and punctually perform 
all duties with reference to the System required by the laws of the State of Texas.  All money 
received from losses under such insurance policies, other than public liability policies, shall be 
retained for the benefit of the Holders of the New Series Bonds until and unless the proceeds are 
paid out in making good the loss or damage in respect of which such proceeds are received, 
either by replacing the property destroyed or repairing the property damaged, and adequate 
provision for making good such loss or damage must be made within ninety (90) days after the 
date of loss.  The payment of premiums for all insurance policies required under the provisions 
hereof shall be considered Operation and Maintenance Expenses.  Nothing in this Resolution 
shall be construed as requiring the Corporation to expend any funds which are derived from 
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sources other than the operation of the System but nothing herein shall be construed as 
preventing the Corporation from doing so. 

SECTION 23: Records and Accounts - Annual Audit.  The Corporation covenants, 
agrees, and affirms its covenants that so long as any of the New Series Bonds remain 
outstanding, it will keep and maintain separate and  complete records and accounts pertaining to 
the operations of  the System in which complete and correct entries shall be made of all 
transactions relating thereto as provided by applicable law.  The Holders of the Bonds or any 
duly authorized agent or agents  of such Holders shall have the right to inspect the System and all 
properties comprising the same.  The Corporation further agrees that following (and in no event 
later than 150 days after) the close of each Fiscal Year, it will cause an audit of such books and 
accounts to be made by an independent firm of Certified Public Accountants which annual audit 
shall be prepared in accordance with generally accepted auditing standards.  Copies of each 
annual audit shall be furnished, without charge, (i) to the Texas Water Development Board, 
Attention:  Executive Administrator and (ii) upon written request, to and at the expense of such 
Holder, to any subsequent Holder thereof.  Expenses incurred in making the annual audit of the 
operations of the System are to be regarded as Operation and Maintenance Expenses. 

SECTION 24: Sale or Encumbrance of System.  While any New Series Bonds remain 
Outstanding, the Corporation will not sell, dispose of or, except as permitted in Sections 19, 20, 
21, 22, and 61, further encumber the Net Revenues of the System or any substantial part thereof; 
provided, however, that this provision shall not prevent the Corporation from disposing of any of 
the Project or the System which is being replaced or is deemed by the Corporation to be obsolete, 
worn out, surplus or no longer needed for the proper operation of the System.  Any agreement 
pursuant to which the Corporation contracts with a person, corporation, municipal corporation or 
political subdivision to operate the System or to lease and/or operate all or part of the System 
shall not be considered as an encumbrance of the System. 

SECTION 25: Competition.  To the extent it legally may, the Corporation will not grant 
any franchise or permit for the acquisition, construction or operation of any competing facilities 
which might be used as a substitute for the System and will prohibit the operation of any such 
competing facilities. 

SECTION 26: Special Covenants.  The Corporation further covenants and agrees that: 

A. Encumbrance and Sale.

(1) The Annual Payments and the Net Revenues have not in any manner been
pledged to the payment of any debt or obligation of the Corporation except with respect 
to the currently Outstanding Priority Bonds and New Series Bonds are Outstanding, the 
Corporation will not, except as provided in this Resolution, additionally encumber any 
portion of the Annual Payments or the Net Revenues. 

(2) While the New Series Bonds are Outstanding, and except as specifically
permitted in Section 19, 20, 21, 22, and 61, of this Resolution, the Corporation shall not 
mortgage, pledge, encumber, sell, lease, or otherwise dispose of or impair its title to the 
Net Revenues of the System or any significant or substantial part thereof.  
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B. Title.  Subject to the provisions of Section 61 of the Resolution, the Corporation
or the Cities lawfully owns or will own and is or will be lawfully possessed of the lands or 
easements upon which its System is and will be located, and has or will purchase good and 
indefeasible estate in such lands in fee simple, or has or will lawfully obtain any necessary 
easements to operate the System, and it warrants that it has or will obtain and will defend, the 
title to all the aforesaid lands and easements for the benefit of the owners of the New Series 
Bonds against the claims and demands of all persons whomsoever, that it is lawfully qualified to 
pledge the Bond Payment portion of the Annual Payments to the payment of the Bonds Similarly 
Secured, in the manner prescribed herein, and that it has lawfully exercised such rights. 

C. Liens.  The Corporation will from time to time and before the same become
delinquent pay and discharge all taxes, assessments, and governmental charges, if any, which 
shall be lawfully imposed upon it, or its System, and it will pay all lawful claims for rents, 
royalties, labor, materials, and supplies which if unpaid might by law become a lien or charge 
upon its System, provided, however, that no such tax, assessment, or charge, and that no such 
claims which might be or other lien or charge, shall be required to be paid while the validity of 
the same shall be contested in good faith by the Corporation. 

D. Performance.  The Corporation will faithfully perform at all times any and all
covenants, undertakings, stipulations, and provisions contained in the Contract and in the 
resolutions authorizing the issuance of New Series Bonds, and in each and every New Series 
Bond and pay from the Bond Payment portion of the Annual Payments the principal of and 
interest on every New Series Bond (subject to the payment obligations relating to the currently 
outstanding Priority Bonds, as specified in the Priority Bonds Resolutions) on the dates and in 
the places and manner prescribed in such resolutions and New Series Bonds; and that it will, at 
the times and in the manner prescribed (and subject to the payment requirements applicable to 
the currently outstanding Priority Bonds, as specified in the Priority Bonds Resolutions), deposit 
or cause to be deposited from the Bond Payment portion of the Annual Payments the amounts 
required to be deposited into the Bond Fund; and the Holder of the Bonds may require the 
Corporation, its officials, agents, and employees to carry out, respect, or enforce the covenants 
and obligations of this Resolution or any resolution authorizing the issuance of Additional New 
Series Bonds including, but without limitation, the use and filing of mandamus proceedings, in 
any court or competent jurisdiction, against the Corporation, its officials, agents, and employees. 

E. Legal Authority.  The Corporation is duly authorized under the laws of the State
of Texas to issue the Bonds; that all action on its part for the authorization and issuance of the 
Bonds has been duly and effectively taken, and the Bonds in the hands of the Holders thereof are 
and will be valid and enforceable special obligations of the Corporation in accordance with their 
terms. 

F. Budget.  The Corporation will prepare, adopt, and place into effect an annual
budget (the Annual Budget) for operation and maintenance of the System for each Fiscal Year, 
including in each Annual Budget such items as are customarily and reasonably contained in a 
utility system budget under generally accepted accounting procedures. 

G. Permits.  The Corporation will comply with all of the terms and conditions of any
and all franchises, permits, and authorizations applicable to or necessary with respect to the 
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System and which have been obtained from any governmental agency; and the Corporation has 
or will obtain and keep in full force and effect all franchises, permits, authorizations, and other 
requirements applicable to or necessary with respect to the acquisition, construction, equipment, 
operation, and maintenance of the System. 

SECTION 27: Limited Obligations of the Corporation.  The New Series Bonds are 
limited, special obligations of the Corporation payable from and equally and ratably secured, 
together with the Previously Issued New Series Bonds and any Additional New Series Bonds 
hereafter issued by the Corporation, solely by a lien on and pledge of the Bond Payment portion 
of the Annual Payments at the level of priority specified in Section 10 hereof, and the Holders 
thereof shall never have the right to demand payment of the principal or interest on the New 
Series Bonds from any funds raised or to be raised through taxation by the Corporation. 

SECTION 28: Security of Funds.  All money on deposit in the Funds or accounts for 
which this Resolution makes provision (except any portion thereof as may be at any time 
properly invested as provided herein) shall be secured in the manner and to the fullest extent 
required by the laws of Texas for the security of public funds (including as required by and in 
accordance with the Texas Public Funds Collateral Act, codified at Chapter 2257, as amended, 
Texas Government Code), and money on deposit in such Funds or accounts shall be used only 
for the purposes permitted by this Resolution. 

SECTION 29: Remedies in Event of Default.  In addition to all the rights and remedies 
provided by the laws of the State of Texas and specifically to confirm that the Purchasers have 
all rights and remedies available under Texas law hereunder, the Corporation covenants and 
agrees particularly that in the event the Corporation (a) defaults in the payments to be made to 
the Bond Fund, or (b) defaults in the observance or performance of any other of the covenants, 
conditions, or obligations set forth in this Resolution, the Holders of any of the New Series 
Bonds shall be entitled to seek a writ of mandamus issued by a court of proper jurisdiction 
compelling and requiring the governing body of the Corporation and other officers of the 
Corporation to observe and perform any covenant, condition, or obligation prescribed in this 
Resolution or in the Contract.  In addition, the Holders shall be entitled to exercise any rights of 
enforcement against the Cities, as provided in the Contract. 

No delay or omission to exercise any right or power accruing upon any default shall 
impair any such right or power or shall be construed to be a waiver of any such default or 
acquiescence therein, and every such right and power may be exercised from time to time and as 
often as may be deemed expedient.  The specific remedy herein provided shall be cumulative of 
all other existing remedies and the specification of such remedy shall not be deemed to be 
exclusive. 

For the avoidance of doubt, for so long as the Purchasers are Holders of the Bonds, the 
Purchasers may exercise all remedies available to it at law or in equity, and any provision of this 
Resolution or the Bonds that attempts to restrict or limit this right to exercise remedies shall be 
of no force or effect. 

SECTION 30: Notices to Holders Waiver.  Wherever this Resolution provides for notice 
to Holders of any event, such notice shall be sufficiently given (unless otherwise herein 
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expressly provided) if in writing and sent by United States mail, first-class postage prepaid, to 
the address of each Holder as it appears in the Security Register. 

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

SECTION 31: Bonds Are Negotiable Instruments.  Each of the Bonds authorized herein 
shall be deemed and construed to be a “security” and as such a negotiable instrument with the 
meaning of the Chapter 8 of the Texas Uniform Commercial Code. 

SECTION 32: Cancellation.  All Bonds surrendered for payment, transfer, redemption, 
exchange, or replacement, if surrendered to the Paying Agent/Registrar, shall be promptly 
canceled by it and, if surrendered to the Corporation, shall be delivered to the Paying 
Agent/Registrar and, if not already canceled, shall be promptly canceled by the Paying 
Agent/Registrar.  The Corporation may at any time deliver to the Paying Agent/Registrar for 
cancellation any Bonds previously certified or registered and delivered which the Corporation 
may have acquired in any manner whatsoever, and all Bonds so delivered shall be promptly 
canceled by the Paying Agent/Registrar.  All canceled Bonds held by the Paying Agent/Registrar 
shall be destroyed as directed by the Corporation. 

SECTION 33: Mutilated, Destroyed, Lost, and Stolen Bonds.  If (1) any mutilated Bond 
is surrendered to the Paying Agent/Registrar, or the Corporation and the Paying Agent/Registrar 
receive evidence to their satisfaction of the destruction, loss, or theft of any Bond, and (2) there 
is delivered to the Corporation and the Paying Agent/Registrar such security or indemnity as may 
be required to save each of them harmless, then, in the absence of notice to the Corporation or 
the Paying Agent/Registrar that such Bond has been acquired by a bona fide purchaser, the 
Corporation shall execute and, upon its request, the Paying Agent/Registrar shall register and 
deliver, in exchange for or in lieu of any such mutilated, destroyed, lost, or stolen Bond, a new 
Bond of the same Stated Maturity and interest rate and of like tenor and principal amount, 
bearing a number not contemporaneously outstanding. 

In case any such mutilated, destroyed, lost, or stolen Bond has become or is about to 
become due and payable, the Corporation in its discretion may, instead of issuing a new Bond, 
pay such Bond. 

Upon the issuance of any new Bond or payment in lieu thereof, under this Section, the 
Corporation may require payment by the Holder of a sum sufficient to cover any tax or other 
governmental charge or fee imposed in relation thereto and any other expenses (including 
attorney’s fees and the fees and expenses of the Paying Agent/Registrar) connected therewith. 
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Every new Bond issued pursuant to this Section in lieu of any mutilated, destroyed, lost, 
or stolen Bond shall constitute a replacement of the prior obligation of the Corporation, whether 
or not the mutilated, destroyed, lost, or stolen Bond shall be at any time enforceable by anyone, 
and shall be entitled to all the benefits of this Resolution equally and ratably with all other 
Outstanding Bonds. 

The provisions of this Section are exclusive and shall preclude (to the extent lawful) all 
other rights and remedies with respect to the replacement and payment of mutilated, destroyed, 
lost, or stolen Bonds. 

SECTION 34: Sale of the Bonds; Approval of Private Placement Memorandum; Use of 
Bond Proceeds.  The sale of the Bonds to the Texas Water Development Board (the Purchasers 
and having all the rights, benefits, and obligations of a Holder) at the price of par, less the 
origination fee of $__________ pursuant to a loan commitment received from the Purchasers is 
hereby confirmed.  The pricing and terms of the sale of the Bonds are hereby found and 
determined to be the most advantageous reasonably obtainable by the Corporation.  Delivery of 
the Bonds to the Purchasers shall occur as soon as practicable after the adoption of this 
Resolution, upon payment therefor in accordance with the terms of loan commitment, and this 
Resolution. 

The Private Placement Memorandum (the Private Placement Memorandum) related to 
the Bonds and presented to the Corporation’s Board in connection with this Resolution is hereby 
approved.  Any Authorized Official is hereby directed to deliver the Private Placement 
Memorandum to the Purchasers in satisfaction of the prerequisite of the Purchasers to receive the 
Private Placement Memorandum prior to their purchase of the Bonds. 

Proceeds from the sale of the Bonds shall be applied as follows: 

(1) Accrued interest, if any, and capitalized interest (in the amount of $__________)
received from the Purchasers shall be deposited into the Bond Fund.  As interest accrues from 
the date of initial delivery of the Bonds to the Purchasers (the Closing Date), there will be no 
accrued interest. 

(2) A portion of the proceeds shall be deposited into the special construction account or
accounts created for the Project to be constructed with the proceeds of the Bonds or to pay the 
costs of issuance of the Bonds.  This special construction account shall be established and 
maintained at the Depository and shall be invested in accordance with the provisions of Section 
18 of this Resolution.  Interest earned on the proceeds of the Bonds pending completion of 
construction of the projects financed with such proceeds shall be accounted for, maintained, 
deposited, and expended as permitted by the provisions of  Chapter 1201, as amended, Texas 
Government Code, or as required by any other applicable law.  Thereafter, such amounts shall be 
expended in accordance with Section 13 of this Resolution. 

SECTION 35: Compliance with Purchasers’ Rules and Regulations.  The Corporation 
will comply with all of the requirements contained in the resolution or resolutions adopted by the 
Purchasers with respect to the issuance of the Bonds.  In addition, in compliance with the 
Purchasers’ SWIFT Loan Program Rules, the Corporation agrees and covenants: 
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A. to keep and maintain full and complete records and accounts pertaining to the
construction of the project financed with the proceeds of sale of the Bonds, including the 
Construction Fund (defined herein), in accordance with the standards set forth by the 
Government Accounting Standard Board; 

B. to create and establish at the Depository a “SWIFT Program Loan Construction
Fund” (the Construction Fund) for the receipt and disbursement of all proceeds from the sale of 
the Bonds and all other funds acquired by the Corporation in connection with the planning and 
construction of the projects financed, in whole or in part, by the Purchasers pursuant to the loan 
evidenced by the Bonds and all funds deposited to the credit of the Construction Fund shall be 
disbursed only for the payment of costs and expenses incurred in connection with the planning 
and building of such projects as approved by the Purchasers and as otherwise allowed by the 
rules and in accordance with the provisions of Chapter 15, 16, or 17 of the Texas Water Code, as 
amended; 

C. to provide the Purchasers with copies of “as built plans” pertaining to the projects
financed, in whole or in part, with any funds of the Purchasers; 

D. upon completion of the construction of the projects financed, in whole or in part,
by the loan evidenced by the Bonds, to provide a final accounting to the Purchasers of the total 
costs of the projects.  Thereafter, the Corporation shall submit a final accounting and a final 
funds registration form to the Executive Administrator, or his designee within 60 days of the 
Corporation’s receipt of the certificate of approval for the final pricing construction contract and 
the final inspection receipt.  Upon receipt of this information, the Purchasers shall within 60 days 
of receipt of this information provide written direction of the Corporation of the course of action 
to be taken with respect to such surplus funds.  If the projects as finally completed are built at a 
total cost less than the amount of available funds for building the projects, or if the Executive 
Administrator of the Purchasers disapproves construction of any portion of such projects as not 
being in accordance with the plans and specifications, the Corporation agrees to immediately, 
with filing of the final accounting, return to the Purchasers the amount of any such excess and/or 
the cost determined by the Executive Administrator of the Purchasers relating to the parts of such 
projects not built in accordance with the plans and specifications, to the nearest multiple of the 
authorized denominations for the Bonds, upon the surrender and cancellation of a like amount of 
the appropriate series of such Bonds held by the Purchasers in inverse order of their Stated 
Maturities by (i) the effectuation of a redemption of such amount of Bonds pursuant to Section 
4.A. hereof, (ii) the deposit into the Bond Fund for the next scheduled payment of interest or
principal on the Bonds, or (iii) spending such amount on other eligible project costs as authorized
by the Executive Administrator.  In determining the amount of available funds for building the
project, the Corporation agrees to account for all amounts deposited to the credit of the
Construction Fund, including all loan funds extended by the Purchasers, all other funds available
from the projects as described in the project engineer’s or fiscal representative’s sufficiency of
funds statement and all interest earned by the Corporation on money in the Construction Fund;

E. in addition to the requirements contained in Section 22 hereof, to maintain
adequate insurance coverage on the projects financed with the proceeds of the Bonds in amounts 
adequate to protect the Purchasers’ interest; 

TWDB SWIFT APPLICATION
SECTION: SWIFT 5



27203742.3 -39-

F. in addition to the requirements contained in Section 23 hereof, to maintain
current, accurate, and complete records and accounts necessary to demonstrate compliance with 
financial assistance related legal and contractual provisions; 

G. to implement any water conservation program required by the Purchasers until all
financial obligations to the Purchasers have been discharged; 

H. to comply with any special conditions, if any, specified by the Corporation’s
water conservation plan maintained in accordance with 31 TAC 363.15, as well as any 
environmental determination until all financial obligations to the Purchasers have been 
discharged;  

I. to abide by the Purchasers’ rules and relevant state statutes, including, but not
limited to, the Purchasers’ pre-design funding procedures; 

J. to not use Bond proceeds to pay for the cost of sampling, testing, removing or
disposing of injection well fluids, brine concentration, municipal solid wastes, soils and/or media 
contaminated by hazardous substances, and for managing and disposing of any other hazardous 
substances, including (but not limited to) radioactive substances and low-level radioactive 
wastes, that may be generated at the project site during planning, design, and construction 
activities; 

K. loan proceeds shall not be used by the Corporation when sampling, testing,
removing or disposing of contaminated soils and/or media at the project site and the Corporation 
also agrees, to the extent permitted by law, to indemnify, hold harmless and protect the 
Purchasers from any and all claims, causes of action or damages to the person or property of 
third parties arising from the sampling, analysis, transport, storage, treatment, and disposition of 
any contaminated sewage sludge, contaminated sediments and/or contaminated media that may 
be generated by the Corporation, its contractors, consultants, agents, officials, and employees 
during the course of the project; 

L. to apply for and obtain all permits, licenses, letter authorizations, notifications of
solid waste registration, notices of intent and other regulatory approvals that may be required by 
those federal, state, regional, and local governmental entities responsible for regulating 
environmental, health and safety, and transportation-related matters arising from or pertaining to 
the generation, management, and disposal of all municipal solid wastes, radioactive substances, 
and low-level radioactive-wastes that may be generated as the result of the planning, design, and 
construction of the project financed with Bond proceeds, including (but not necessarily limited 
to) surface water discharge permit(s), stormwater permits, underground injection control permits, 
solid waste facility registrations, notifications, and/or permits, hazardous waste permits, 
radioactive materials management licenses, and low-level radioactive waste permits, 
registrations, and exemptions; 

M. the Corporation shall report to the Purchasers the amounts of project funds, if any,
that were used to compensate historically underutilized businesses that worked on the project, in 
accordance with 31 TAC § 363.1312; 
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N. to notify the Executive Administrator of the Purchasers prior to taking any actions
to alter the legal status of the Corporation’s Board in any manner (such as by conversion to a 
conservation and reclamation district or a sale-transfer-merger with another retail public utility 
that results in a change in governance of the System) and to receive approval from the Purchasers 
of any action to convey the Corporation’s obligations to the Purchasers, as the Holder of the 
Bonds, to another entity; 

O. to not use any portion of the Bond proceeds, directly or indirectly, to acquire or to
replace funds which were used, directly or indirectly, to acquire Nonpurpose Investments (as 
defined in Section 37 hereof) which produce a yield materially higher than the yield on the 
Purchasers’ bonds that are used to provide the Purchasers with proceeds that it will use to 
purchase the Bonds (the Source Series Bonds), other than Nonpurpose Investments acquired 
with: 

(1) Proceeds of the Source Series Bonds invested for a reasonable temporary
period of up to three (3) years (reduced by the period of investment by the Purchasers) 
until such proceeds are needed for the facilities to be financed; 

(2) Amounts invested in a bona fide debt service fund, within the meaning of
§1.148-1(b) of the Regulations (as defined in Section 37 hereof); and

(3) Amounts deposited in any reasonably required reserve or replacement
fund to the extent such amounts do not exceed the least of maximum annual debt service 
on the Bonds, 125% of average annual debt service on the Bonds, or 10% of the stated 
principal amount (or, in the case of a discount, the issue price) of the Bonds; and 

(4) to not acquire any of the Source Series Bonds in an amount related to the
amount of the Bonds. 

SECTION 36: Application to Texas Water Development Board.  The Corporation’s 
Board ratifies and confirms its prior approval of the form and content of the Application to the 
Texas Water Development Board (the Application) prepared in connection with the sale of the 
Bonds and hereby approves the form and content of any addenda, supplement, or amendment 
thereto. 

SECTION 37: Covenants to Maintain Tax-Exempt Status. 

A. Definitions.  When used in this Section, the following terms have the following
meanings: 

“Closing Date” means the date on which the Bonds are first authenticated and 
delivered to the initial purchasers against payment therefor. 

“Code” means the Internal Revenue Code of 1986, as amended by all legislation, 
if any, effective on or before the Closing Date. 

“Computation Date” has the meaning set forth in Section 1.148-1(b) of the 
Regulations. 
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“Gross Proceeds” means any proceeds as defined in Section 1.148-1(b) of the 
Regulations, and any replacement proceeds as defined in Section 1.148-1(c) of the 
Regulations, of the Bonds. 

“Investment” has the meaning set forth in Section 1.148-1(b) of the Regulations. 

“Nonpurpose Investment” means any investment property, as defined in 
section 148(b) of the Code, in which Gross Proceeds of the Bonds are invested and which 
is not acquired to carry out the governmental purposes of the Bonds. 

“Rebate Amount” has the meaning set forth in Section 1.148-1(b) of the 
Regulations. 

“Regulations” means any proposed, temporary, or final Income Tax Regulations 
issued pursuant to sections 103 and 141 through 150 of the Code, and 103 of the Internal 
Revenue Code of 1954, which are applicable to the Bonds.  Any reference to any specific 
Regulation shall also mean, as appropriate, any proposed, temporary or final Income Tax 
Regulation designed to supplement, amend or replace the specific Regulation referenced. 

“Yield” of 

(1) any Investment has the meaning set forth in Section 1.148-5 of the
Regulations; and 

(2) the Bonds has the meaning set forth in Section 1.148-4 of the Regulations.

B. Not to Cause Interest to Become Taxable.  The Corporation shall not use, permit
the use of, or omit to use Gross Proceeds or any other amounts (or any property the acquisition, 
construction or improvement of which is to be financed or refinanced directly or indirectly with 
Gross Proceeds) in a manner which if made or omitted, respectively, would cause the interest on 
any Bond to become includable in the gross income, as defined in section 61 of the Code, of the 
owner thereof for federal income tax purposes.  Without limiting the generality of the foregoing, 
unless and until the Corporation receives a written opinion of counsel nationally recognized in 
the field of municipal bond law to the effect that failure to comply with such covenant will not 
adversely affect the exemption from federal income tax of the interest on any Bond, the 
Corporation shall comply with each of the specific covenants in this Section. 

C. No Private Use or Private Payments.  Except to the extent that it will not cause the
Bonds to become “private activity bonds” within the meaning of section 141 of the Code and the 
Regulations and rulings thereunder, the Corporation shall at all times prior to the last Stated 
Maturity of Bonds: 

(1) exclusively own, operate and possess all property the acquisition,
construction or improvement of which is to be financed or refinanced directly or 
indirectly with Gross Proceeds of the Bonds, and not use or permit the use of such Gross 
Proceeds (including all contractual arrangements with terms different than those 
applicable to the general public) or any property acquired, constructed or improved with 
such Gross Proceeds in any activity carried on by any person or entity (including the 
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United States or any agency, department and instrumentality thereof) other than a state or 
local government, unless such use is solely as a member of the general public; and 

(2) not directly or indirectly impose or accept any charge or other payment by
any person or entity who is treated as using Gross Proceeds of the Bonds or any property 
the acquisition, construction or improvement of which is to be financed or refinanced 
directly or indirectly with such Gross Proceeds, other than taxes of general application 
within the Corporation or interest earned on investments acquired with such Gross 
Proceeds pending application for their intended purposes. 

D. No Private Loan.  Except to the extent that it will not cause the Bonds to become
“private activity bonds” within the meaning of section 141 of the Code and the Regulations and 
rulings thereunder, the Corporation shall not use Gross Proceeds of the Bonds to make or finance 
loans to any person or entity other than a state or local government.  For purposes of the 
foregoing covenant, such Gross Proceeds are considered to be “loaned” to a person or entity if:  
(1) property acquired, constructed or improved with such Gross Proceeds is sold or leased to
such person or entity in a transaction which creates a debt for federal income tax purposes;
(2) capacity in or service from such property is committed to such person or entity under a
take-or-pay, output or similar contract or arrangement; or (3) indirect benefits, or burdens and
benefits of ownership, of such Gross Proceeds or any property acquired, constructed or improved
with such Gross Proceeds are otherwise transferred in a transaction which is the economic
equivalent of a loan.

E. Not to Invest at Higher Yield.  Except to the extent that it will cause the Bonds to
become “arbitrage bonds” within the meaning of section 148 of the Code and the Regulations 
and rulings thereunder, the Corporation shall not at any time prior to the final Stated Maturity of 
the Bonds directly or indirectly invest Gross Proceeds in any Investment, if as a result of such 
investment the Yield of any Investment acquired with Gross Proceeds, whether then held or 
previously disposed of, materially exceeds the Yield of the Bonds. 

F. Not Federally Guaranteed.  Except to the extent permitted by section 149(b) of the
Code and the Regulations and rulings thereunder, the Corporation shall not take or omit to take 
any action which would cause the Bonds to be federally guaranteed within the meaning of 
section 149(b) of the Code and the Regulations and rulings thereunder. 

G. Information Report.  The Corporation shall timely file the information required by
section 149(e) of the Code with the Secretary of the Treasury on Form 8038-G or such other 
form and in such place as the Secretary may prescribe. 

H. Rebate of Arbitrage Profits.  Except to the extent otherwise provided in section
148(f) of the Code and the Regulations and rulings thereunder: 

(1) The Corporation shall account for all Gross Proceeds (including all
receipts, expenditures and investments thereof) on its books of account separately and 
apart from all other funds (and receipts, expenditures and investments thereof) and shall 
retain all records of accounting for at least six years after the day on which the last 
Outstanding Bond is discharged.  However, to the extent permitted by law, the 
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Corporation may commingle Gross Proceeds of the Bonds with other money of the 
Corporation, provided that the Corporation separately accounts for each receipt and 
expenditure of Gross Proceeds and the obligations acquired therewith. 

(2) Not less frequently than each Computation Date, the Corporation shall
calculate the Rebate Amount in accordance with rules set forth in section 148(f) of the 
Code and the Regulations and rulings thereunder.  The Corporation shall maintain such 
calculations with its official transcript of proceedings relating to the issuance of the 
Bonds until six years after the final Computation Date. 

(3) As additional consideration for the purchase of the Bonds by the
Purchasers and the loan of the money represented thereby and in order to induce such 
purchase by measures designed to insure the excludability of the interest thereon from the 
gross income of the owners thereof for federal income tax purposes, the Corporation shall 
pay to the United States out of the Bond Fund or its general fund, as permitted by 
applicable Texas statute, regulation or opinion of the Attorney General of the State of 
Texas, the amount that when added to the future value of previous rebate payments made 
for the Bonds equals i) in the case of a Final Computation Date as defined in 
Section 1.148-3(e)(2) of the Regulations, one hundred percent (100%) of the Rebate 
Amount on such date; and ii) in the case of any other Computation Date, ninety percent 
(90%) of the Rebate Amount on such date.  In all cases, the rebate payments shall be 
made at the times, in the installments, to the place and in the manner as is or may be 
required by section 148(f) of the Code and the Regulations and rulings thereunder, and 
shall be accompanied by Form 8038-T or such other forms and information as is or may 
be required by section 148(f) of the Code and the Regulations and rulings thereunder. 

(4) The Corporation shall exercise reasonable diligence to assure that no
errors are made in the calculations and payments required by paragraphs (2) and (3), and 
if an error is made, to discover and promptly correct such error within a reasonable 
amount of time thereafter, (and in all events within one hundred eighty (180) days after 
discovery of the error), including payment to the United States of any additional Rebate 
Amount owed to it, interest thereon, and any penalty imposed under Section 1.148-3(h) 
of the Regulations. 

I. Not to Divert Arbitrage Profits.  Except to the extent permitted by section 148 of
the Code and the Regulations and rulings thereunder, the Corporation shall not, at any time prior 
to the earlier of the Stated Maturity or final payment of the Bonds, enter into any transaction that 
reduces the amount required to be paid to the United States pursuant to Subsection H of this 
Section because such transaction results in a smaller profit or a larger loss than would have 
resulted if the transaction had been at arm’s length and had the Yield of the Bonds not been 
relevant to either party. 

J. Bonds Not Hedge Bonds.

(1) The Corporation reasonably expects to spend at least 85% of the
spendable proceeds of the Bonds within three years after such Bonds are issued. 
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(2) Not more than 50% of the proceeds of the Bonds will be invested in
Nonpurpose Investments having a substantially guaranteed Yield for a period of 4 years 
or more. 

K. Elections.  The Corporation hereby directs and authorizes the President and
Secretary of the Board or the General Manager of the Corporation, either or any combination of 
the foregoing, to make such elections in the Certificate as to Tax Exemption or similar or other 
appropriate certificate, form, or document permitted or required pursuant to the provisions of the 
Code or the Regulations, as they deem necessary or appropriate in connection with the Bonds. 
Such elections shall be deemed to be made on the Closing Date. 

SECTION 38: Control and Custody of Bonds.  The President of the Corporation’s Board 
of Directors shall be and is hereby authorized to take and have charge of all necessary orders and 
records pending investigation by the Attorney General of the State of Texas, and shall take and 
have charge and control of the Bonds pending their approval by the Attorney General, the 
registration thereof by the Comptroller of Public Accounts and the delivery of the Bonds to the 
Purchasers. 

Furthermore, the President, Board of Directors, Secretary, Board of Directors, or the 
General Manager of the Corporation, either or all, are hereby authorized and directed to furnish 
and execute such documents relating to the Corporation and its financial affairs as may be 
necessary for the issuance of the Bonds, the approval of the Attorney General and their 
registration by the Comptroller of Public Accounts and, together with the Corporation’s Co-
Financial Advisors, Bond Counsel, and the Paying Agent/Registrar, make the necessary 
arrangements for the delivery of the Initial Bonds to the Purchasers and, when requested in 
writing by the Purchasers, the initial exchange thereof for definitive Bonds. 

SECTION 39: Satisfaction of Obligation of Corporation.  If the Corporation shall pay or 
cause to be paid, or there shall otherwise be paid to the Holders, the principal of, premium, if 
any, and interest on the Bonds, at the times and in the manner stipulated in this Resolution, then 
the lien on and pledge of the Bond Payment portion of the Annual Payments under this 
Resolution and all covenants, agreements, and other obligations. of the Corporation to the 
Holders shall thereupon cease, terminate, and be discharged and satisfied. 

Bonds, or any principal amount(s) thereof, shall be deemed to have been paid within the 
meaning and with the effect expressed above in this Section when (i) money sufficient to pay in 
full such Bonds or the principal amount(s) thereof at Stated Maturity or to the redemption date 
therefor, together with all interest due thereon, shall have been irrevocably deposited with and 
held in trust by the Paying Agent/Registrar or an authorized escrow agent, and/or 
(ii) Government Securities shall have been irrevocably deposited in trust with the Paying
Agent/Registrar, or an authorized escrow agent, which Government Securities have, in the case
of a net defeasance, been certified by an independent accounting firm to mature as to principal
and interest in such amounts and at such times as will insure the availability, without
reinvestment, of sufficient money, together with any money deposited therewith, if any, to pay
when due the principal of and interest on such Bonds Similarly Secured, or the principal
amount(s) thereof, on and prior to the Stated Maturity thereof or (if notice of redemption has
been duly given or waived or if irrevocable arrangements therefor acceptable to the Paying
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Agent/Registrar have been made) the redemption date thereof for the Bonds.  In the event of a 
gross defeasance of the Bonds, the Corporation shall deliver a certificate from its Co-Financial 
Advisors, the Paying Agent/Registrar, or another qualified third party concerning the deposit of 
cash and/or Government Securities to pay, when due, the principal of, redemption premium (if 
any), and interest due on any defeased Bonds.  The Corporation covenants that no deposit of 
money or Government Securities will be made under this Section and no use made of any such 
deposit which would cause the Bonds to be treated as arbitrage bonds within the meaning of 
section 148 of the Code (as defined in Section 37).  As long as the Purchasers hold all of the 
Bonds the Corporation will give the Purchasers notice of the creation of any escrow pursuant to 
this Section.  Failure to give such notice shall not affect the validity or effectiveness of the 
creation of such an escrow. 

Any money so deposited with the Paying Agent/Registrar, and all income from 
Government Securities held in trust by the Paying Agent/Registrar, or an authorized escrow 
agent, pursuant to this Section which is not required for the payment of the Bonds, or any 
principal amount(s) thereof, or interest thereon with respect to which such money has been so 
deposited shall be remitted to the Corporation or deposited as directed by the Corporation.  
Furthermore, any money held by the Paying Agent/Registrar for the payment of the principal of 
and interest on the Bonds Similarly Secured and remaining unclaimed for a period of four (4) 
years after the Stated Maturity, or applicable redemption date, of the Bonds such money was 
deposited and is held in trust to pay shall upon the request of the Corporation be remitted to the 
Corporation against a written receipt therefor, subject to the unclaimed property laws of the State 
of Texas. 

Notwithstanding any other provision of this Resolution to the contrary, it is hereby 
provided that any determination not to redeem defeased Bonds that is made in conjunction with 
the payment arrangements specified in (i) or (ii) above shall not be irrevocable, provided that: (1) 
in the proceedings providing for such defeasance, the Corporation expressly reserves the right to 
call the defeased Bonds for redemption; (2) gives notice of the reservation of that right to the 
owners of the defeased Bonds immediately following the defeasance; (3) directs that notice of 
the reservation be included in any redemption notices that it authorizes; and (4) at the time of the 
redemption, satisfies the conditions of (i) or (ii) above with respect to such defeased debt as 
though it was being defeased at the time of the exercise of the option to redeem the defeased 
Bonds, after taking the redemption into account in determining the sufficiency of the provisions 
made for the payment of the defeased Bonds.  

SECTION 40: Authorization of Escrow Agreement.  The Corporation Board hereby finds 
and determines that it is in the best interest of the Corporation to authorize the execution of an 
Escrow Agreement, to comply with the Purchasers’ rules and regulations and provide for the 
installment deliveries of the proceeds of the Bonds to the Purchasers, if any.  A copy of the 
Escrow Agreement is attached hereto, in substantially final form, as Exhibit B, and is 
incorporated by reference to the provisions of this Resolution for all purposes.  Any Authorized 
Official is authorized to execute the Escrow Agreement as the act and deed of the Corporation 
Board. 

SECTION 41: Resolution a Contract; Amendments - Outstanding Bonds.  The 
Corporation acknowledges that the covenants and obligations of the Corporation herein 
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contained are a material inducement to the purchase of the New Series Bonds.  This Resolution 
shall constitute a contract with the Holders from time to time, binding on the Corporation and its 
successors and assigns, and it shall not be amended or repealed by the Corporation so long as any 
New Series Bond remains Outstanding except as permitted in this Section.  The Corporation 
may, without the consent of any Holders, from time to time and at any time, amend this 
Resolution in any manner not detrimental to the interests of the Holders, including the curing of 
any ambiguity, inconsistency, or formal defect or omission herein.  In addition, the Corporation 
may, with the written consent of Holders holding a majority in aggregate principal amount of the 
New Series Bonds then Outstanding affected thereby, amend, add to, or rescind any of the 
provisions of this Resolution; provided that, without the consent of all Holders of Outstanding 
New Series Bonds, no such amendment, addition, or rescission shall (1) extend the time or times 
of payment of the principal of and interest on the New Series Bonds, reduce the principal amount 
thereof or the rate of interest thereon, or in any other way modify the terms of payment of the 
principal of, the redemption price therefor, or interest on the New Series Bonds, (2) give any 
preference to any New Series Bond over any other New Series Bond, or (3) reduce the aggregate 
principal amount of New Series Bonds required for consent to any such amendment, addition, or 
rescission. 

SECTION 42: Printed Opinion.  The Purchasers’ obligation to accept delivery of the 
Bonds is subject to its being furnished a final opinion of Norton Rose Fulbright US LLP, San 
Antonio, Texas, as Bond Counsel, approving certain legal matters as to the Bonds, said opinion 
to be dated and delivered as of the date of initial delivery and payment for such Bonds.  Printing 
of a true and correct copy of said opinion on the reverse side of each of said Bonds, with 
appropriate certificate pertaining thereto executed by facsimile signature of the Secretary of the 
Corporation’s Board is hereby approved and authorized. 

SECTION 43: CUSIP Numbers.  CUSIP numbers may be printed or typed on the 
definitive Bonds.  It is expressly provided, however, that the presence or absence of CUSIP 
numbers on the definitive Bonds shall be of no significance or effect as regards the legality 
thereof, and neither the Corporation nor attorneys approving said Bonds as to legality are to be 
held responsible for CUSIP numbers incorrectly printed or typed on the definitive Bonds. 

SECTION 44: Effect of Headings.  The Section headings herein are for convenience only 
and shall not affect the construction hereof. 

SECTION 45: Benefits of Resolution.  Nothing in this Resolution, expressed or implied, 
is intended or shall be construed to confer upon any person other than the Corporation, Bond 
Counsel, Paying Agent/Registrar, Purchasers, and the Holders, any right, remedy, or claim, legal 
or equitable, under or by reason of this Resolution or any provision hereof, this Resolution and 
all its provisions being intended to be and being for the sole and exclusive benefit of the 
Corporation, the Cities, Bond Counsel, the Paying Agent/Registrar, Purchasers, and the Holders. 

SECTION 46: Inconsistent Provisions.  All orders and resolutions, or parts thereof, which 
are in conflict or inconsistent with any provision of this Resolution are hereby repealed to the 
extent of such conflict, and the provisions of this Resolution shall be and remain controlling as to 
the matters resolved herein. 
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SECTION 47: Governing Law.  This Resolution shall be construed and enforced in 
accordance with the laws of the State of Texas and the United States of America. 

SECTION 48: Severability.  If any provision of this Resolution or the application thereof 
to any person or circumstance shall be held to be invalid, the remainder of this Resolution and 
the application of such provision to other persons and circumstances shall nevertheless be valid, 
and the Corporation’s Board hereby declares that this Resolution would have been enacted 
without such invalid provision. 

SECTION 49: Construction of Terms.  If appropriate in the context of this Resolution, 
words of the singular number shall be considered to include the plural, words of the plural 
number shall be considered to include the singular, and words of the masculine, feminine or 
neuter gender shall be considered to include the other genders. 

SECTION 50: Incorporation of Preamble Recitals.  The recitals contained in the 
preamble hereof are hereby found to be true, and such recitals are hereby made a part of this 
Resolution for all purposes and are adopted as a part of the judgment and findings of the 
Corporation’s Board. 

SECTION 51: Authorization of Paying Agent/Registrar Agreement.  The Corporation’s 
Board hereby finds and determines that it is in the best interest of the Corporation to authorize 
the execution of a Paying Agent/Registrar Agreement pertaining to the payment, registration, 
transferability, and exchange of the Bonds.  A copy of the Paying Agent/Registrar Agreement is 
attached hereto, in substantially final form, as Exhibit A and is incorporated by reference to the 
provisions of this Resolution. 

SECTION 52: Public Meeting.  It is officially found, determined, and declared that the 
meeting at which this Resolution is adopted was open to the public and public notice of the time, 
place, and subject matter of the public business to be considered at such meeting, including this 
Resolution, was given, all as required by Chapter 551, as amended, Texas Government Code. 

SECTION 53: Continuing Disclosure Undertaking. 

A. Definitions.

As used in this Section, the following terms have the meanings ascribed to such terms 
below: 

EMMA means the MSRB’s Electronic Municipal Market Access system, accessible by 
the general public, without charge, on the internet through the uniform resource locator (URL) 
http://www.emma.msrb.org. 

MSRB means the Municipal Securities Rulemaking Board. 

Rule means SEC Rule 15c2-12, as amended from time to time. 

SEC means the United States Securities and Exchange Commission. 
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B. Annual Reports.

The Corporation shall file annually with the MSRB, (1) within six months after the end of 
each fiscal year of the Corporation ending in or after 2016, financial information and operating 
data with respect to the Corporation of the general type included in the final Private Placement 
Memorandum authorized by Section 34 of this Resolution, being the information described in 
Exhibit C hereto, and (2) if not provided as part of such financial information and operating data, 
audited financial statements of the Corporation, when and if available.  Any financial statements 
so to be provided shall be (i) prepared in accordance with the accounting principles described in 
Exhibit C hereto, or such other accounting principles as the Corporation may be required to 
employ from time to time pursuant to state law or regulation, and (ii) audited, if the Corporation 
commissions an audit of such financial statements and the audit is completed within the period 
during which they must be provided.  If the audit of such financial statements is not complete 
within such period, then the Corporation shall file unaudited financial statements within such 
period and audited financial statements for the applicable fiscal year to the MSRB, when and if 
the audit report on such financial statements becomes available.  Under current Texas law, the 
Corporation must have its records and accounts audited annually and shall have an annual 
financial statement prepared based on the audit.  The annual financial statement, including the 
auditor’s opinion on the statement, shall be filed in the office of the Secretary of the 
Corporation’s Board of Directors, within 180 days after the last day of the Corporation’s fiscal 
year.  Additionally, upon the filing of this financial statement and the annual audit, these 
documents are subject to the Texas Open Records Act, as amended, Texas Government Code, 
Chapter 552. 

If the Corporation changes its fiscal year, it will file notice of such change (and of the 
date of the new fiscal year end) with the MSRB prior to the next date by which the Corporation 
otherwise would be required to provide financial information and operating data pursuant to this 
Section. 

C. Notice of Certain Events.

The Corporation shall file notice of any of the following events with respect to the Bonds 
to the MSRB in a timely manner and not more than 10 business days after occurrence of the 
event: 

(1) Principal and interest payment delinquencies;

(2) Non-payment related defaults, if material;

(3) Unscheduled draws on debt service reserves reflecting financial
difficulties;

(4) Unscheduled draws on credit enhancements reflecting financial
difficulties;

(5) Substitution of credit or liquidity providers, or their failure to perform;
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(6) Adverse tax opinions, the issuance by the Internal Revenue Service of
proposed or final determinations of taxability, Notices of Proposed Issue
(IRS Form 5701-TEB), or other material notices or determinations with
respect to the tax status of the Bonds, or other material events affecting the
tax status of the Bonds;

(7) Modifications to rights of holders of the Bonds, if material;

(8) Bond calls, if material, and tender offers;

(9) Defeasances;

(10) Release, substitution, or sale of property securing repayment of the Bonds,
if material;

(11) Rating changes;

(12) Bankruptcy, insolvency, receivership, or similar event of the Corporation,
which shall occur as described below;

(13) The consummation of a merger, consolidation, or acquisition involving the
Corporation or the sale of all or substantially all of its assets, other than in
the ordinary course of business, the entry into of a definitive agreement to
undertake such an action or the termination of a definitive agreement
relating to any such actions, other than pursuant to its terms, if material;
and

(14) Appointment of a successor or additional paying agent/registrar or the
change of name of a paying agent/registrar, if material.

For these purposes, any event described in the immediately preceding paragraph (12) is 
considered to occur when any of the following occur:  the appointment of a receiver, fiscal agent, 
or similar officer for the Corporation in a proceeding under the United States Bankruptcy Code 
or in any other proceeding under state or federal law in which a court or governmental authority 
has assumed jurisdiction over substantially all of the assets or business of the Corporation, or if 
such jurisdiction has been assumed by leaving the existing governing body and officials or 
officers in possession but subject to the supervision and orders of a court or governmental 
authority, or the entry of an order confirming a plan of reorganization, arrangement, or 
liquidation by a court or governmental authority having supervision or jurisdiction over 
substantially all of the assets or business of the Corporation. 

The Corporation shall notify the MSRB, in a timely manner, of any failure by the 
Corporation to provide financial information or operating data in accordance with this Section by 
the time required by this Section. 
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D. Limitations, Disclaimers, and Amendments.

The Corporation shall be obligated to observe and perform the covenants specified in this 
Section for so long as, but only for so long as, the Corporation remains an “obligated person” 
with respect to the Bonds within the meaning of the Rule, except that the Corporation in any 
event will give notice of any deposit that causes the Bonds to be no longer Outstanding. 

The provisions of this Section are for the sole benefit of the holders and beneficial 
owners of the Bonds, and nothing in this Section, express or implied, shall give any benefit or 
any legal or equitable right, remedy, or claim hereunder to any other person.  The Corporation 
undertakes to provide only the financial information, operating data, financial statements, and 
notices which it has expressly agreed to provide pursuant to this Section and does not hereby 
undertake to provide any other information that may be relevant or material to a complete 
presentation of the Corporation’s financial results, condition, or prospects or hereby undertake to 
update any information provided in accordance with this Section or otherwise, except as 
expressly provided herein.  The Corporation does not make any representation or warranty 
concerning such information or its usefulness to a decision to invest in or sell Bonds at any 
future date. 

UNDER NO CIRCUMSTANCES SHALL THE CORPORATION BE LIABLE TO THE 
HOLDER OR BENEFICIAL OWNER OF ANY BOND OR ANY OTHER PERSON, IN 
CONTRACT OR TORT, FOR DAMAGES RESULTING IN WHOLE OR IN PART FROM 
ANY BREACH BY THE CORPORATION, WHETHER NEGLIGENT OR WITH OR 
WITHOUT FAULT ON ITS PART, OF ANY COVENANT SPECIFIED IN THIS SECTION, 
BUT EVERY RIGHT AND REMEDY OF ANY SUCH PERSON, IN CONTRACT OR TORT, 
FOR OR ON ACCOUNT OF ANY SUCH BREACH SHALL BE LIMITED TO AN ACTION 
FOR MANDAMUS OR SPECIFIC PERFORMANCE. 

No default by the Corporation in observing or performing its obligations under this 
Section shall constitute a breach of or default under this Resolution for purposes of any other 
provision of this Resolution. 

Nothing in this Section is intended or shall act to disclaim, waive, or otherwise limit the 
duties of the Corporation under federal and state securities laws. 

The provisions of this Section may be amended by the Corporation from time to time to 
adapt to changed circumstances that arise from a change in legal requirements, a change in law, 
or a change in the identity, nature, status, or type of operations of the Corporation, but only if 
(1) the provisions of this Section, as so amended, would have permitted an underwriter to
purchase or sell Bonds in the primary offering of the Bonds in compliance with the Rule, taking
into account any amendments or interpretations of the Rule to the date of such amendment, as
well as such changed circumstances, and (2) either (a) the holders of a majority in aggregate
principal amount (or any greater amount required by any other provision of this Resolution that
authorizes such an amendment) of the Outstanding Bonds consent to such amendment or (b) a
person that is unaffiliated with the Corporation (such as nationally recognized bond counsel)
determines that such amendment will not materially impair the interests of the Holders and
beneficial owners of the Bonds.  The Corporation may also repeal or amend the provisions of
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this Section if the SEC amends or repeals the applicable provisions of the Rule or any court of 
final jurisdiction enters judgment that such provisions of the Rule are invalid, and the 
Corporation also may amend the provisions of this Section in its discretion in any other manner 
or circumstance, but in either case only if and to the extent that the provisions of this sentence 
would not have prevented an underwriter from lawfully purchasing or selling Bonds in the 
primary offering of the Bonds, giving effect to (a) such provisions as so amended and (b) any 
amendments or interpretations of the Rule.  If the Corporation so amends the provisions of this 
Section, the Corporation shall include with any amended financial information or operating data 
next provided in accordance with this Section an explanation, in narrative form, of the reasons 
for the amendment and of the impact of any change in the type of financial information or 
operating data so provided. 

E. Information Format – Incorporation by Reference.

The Corporation information required under this Section shall be filed with the MSRB 
through EMMA in such format and accompanied by such identifying information as may be 
specified from time to time thereby.  Under the current rules of the MSRB, continuing disclosure 
documents submitted to EMMA must be in word-searchable portable document format (PDF) 
files that permit the document to be saved, viewed, printed, and retransmitted by electronic 
means and the series of obligations to which such continuing disclosure documents relate must 
be identified by CUSIP number or numbers. 

Financial information and operating data to be provided pursuant to this Section may be 
set forth in full in one or more documents or may be included by specific reference to any 
document (including a private placement memorandum or other offering document) available to 
the public through EMMA or filed with the SEC. 

SECTION 54: Book-Entry Only System. 

It is intended that the Bonds initially be registered so as to participate in a securities 
depository system (the “DTC System”) with the Depository Trust Company, New York, New 
York, or any successor entity thereto (“DTC”), as set forth herein.  Each Stated Maturity of the 
Bonds shall be issued (following cancellation of the Initial Bond described in Section 7) in the 
form of a separate single definitive Bond.  Upon issuance, the ownership of each such Bond shall 
be registered in the name of Cede & Co., as the nominee of DTC, and all of the Outstanding 
Bonds shall be registered in the name of Cede & Co., as the nominee of DTC.  The Corporation 
and the Paying Agent/Registrar are authorized to execute, deliver, and take the actions set forth 
in such letters to or agreements with DTC as shall be necessary to effectuate the DTC System, 
including the Letter of Representations attached hereto as Exhibit D (the “Representation 
Letter”). 

With respect to the Bonds registered in the name of Cede & Co., as nominee of DTC, the 
Corporation and the Paying Agent/Registrar shall have no responsibility or obligation to any 
broker-dealer, bank, or other financial institution for which DTC holds the Bonds from time to 
time as securities depository (a “Depository Participant”) or to any person on behalf of whom 
such a Depository Participant holds an interest in the Bonds (an “Indirect Participant”).  Without 
limiting the immediately preceding sentence, the Corporation and the Paying Agent/Registrar 
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shall have no responsibility or obligation with respect to (i) the accuracy of the records of DTC, 
Cede & Co., or any Depository Participant with respect to any ownership interest in the Bonds, 
(ii) the delivery to any Depository Participant or any other person, other than a registered owner
of the Bonds, as shown on the Security Register, of any notice with respect to the Bonds,
including any notice of redemption, or (iii) the delivery to any Depository Participant or any
Indirect Participant or any other Person, other than a Holder of a Bond, of any amount with
respect to principal of, premium, if any, or interest on the Bonds.  While in the DTC System, no
person other than Cede & Co., or any successor thereto, as nominee for DTC, shall receive a
bond certificate evidencing the obligation of the Corporation to make payments of principal,
premium, if any, and interest on the Bonds pursuant to this Resolution.  Upon delivery by DTC
to the Paying Agent/Registrar of written notice to the effect that DTC has determined to
substitute a new nominee in place of Cede & Co., and subject to the provisions in this Resolution
with respect to interest checks or drafts being mailed to the Holder, the word “Cede & Co.” in
this Resolution shall refer to such new nominee of DTC.

In the event that (a) the Corporation determines that DTC is incapable of discharging its 
responsibilities described herein and in the Representation Letter, (b) the Representation Letter 
shall be terminated for any reason, or (c) DTC or the Corporation determines that it is in the best 
interest of the beneficial owners of the Bonds that they be able to obtain certificated Bonds, the 
Corporation shall notify the Paying Agent/Registrar, DTC, and the Depository Participants of the 
availability within a reasonable period of time through DTC of bond certificates, and the Bonds 
shall no longer be restricted to being registered in the name of Cede & Co., as nominee of DTC. 
However, the Corporation will not discontinue the use of DTC without the prior notice and 
consent of the Purchasers for so long as the Purchasers are the holder of any of the Bonds.  At 
that time, the Corporation may determine that the Bonds shall be registered in the name of and 
deposited with a successor depository operating a securities depository system, as may be 
acceptable to the Corporation, or such depository’s agent or designee, and if the Corporation and 
the Paying Agent/Registrar do not select such alternate securities depository system then the 
Bonds may be registered in whatever name or names the Holders of Bonds transferring or 
exchanging the Bonds shall designate, in accordance with the provisions hereof. 

Notwithstanding any other provision of this Resolution to the contrary, so long as any 
Bond is registered in the name of Cede & Co., as nominee of DTC, all payments with respect to 
principal of, premium, if any, and interest on such Bond and all notices with respect to such 
Bond shall be made and given, respectively, in the manner provided in the Representation Letter. 

SECTION 55: Unavailability of Authorized Publication.  If, because of the temporary or 
permanent suspension of any newspaper, journal, or other publication, or, for any reason, 
publication of notice cannot be made meeting any requirements herein established, any notice 
required to be published by the provisions of this Resolution shall be given in such other manner 
and at such time or times as in the judgment of the Corporation or of the Paying Agent/Registrar 
shall most effectively approximate such required publication and the giving of such notice in 
such manner shall for all purposes of this Resolution be deemed to be in compliance with the 
requirements for publication thereof. 

SECTION 56: No Recourse Against Corporation Officials.  No recourse shall be had for 
the payment of principal of, premium, if any, or interest on any Bond or for any claim based 
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thereon or on this Resolution against any official of the Corporation or any person executing any 
New Series Bond. 

SECTION 57: Further Procedures.  The officers and employees of the Corporation are 
hereby authorized, empowered and directed from time to time and at any time to do and perform 
all such acts and things and to execute, acknowledge and deliver in the name and under the 
corporate seal and on behalf of the Corporation all such instruments, whether or not herein 
mentioned, as may be necessary or desirable in order to carry out the terms and provisions of this 
Resolution, the initial sale and delivery of the Bonds, the Paying Agent/Registrar Agreement, the 
Escrow Agreement, and the Private Placement Memorandum.  In addition, prior to the initial 
delivery of the Bonds, the President, the General Manager of the Corporation, and Bond Counsel 
are hereby authorized and directed to approve any technical changes or corrections to this 
Resolution or to any of the instruments authorized and approved by this Resolution necessary in 
order to (i) correct any ambiguity or mistake or properly or more completely document the 
transactions contemplated and approved by this Resolution and as described in the Private 
Placement Memorandum, (ii) obtain a rating from any of the national bond rating agencies, or 
(iii) obtain the approval of the Bonds by the Texas Attorney General’s office.  In case any officer
of the Corporation whose signature shall appear on any certificate shall cease to be such officer
before the delivery of such certificate, such signature shall nevertheless be valid and sufficient
for all purposes the same as if such officer had remained in office until such delivery.

SECTION 58: Water Supply Contract.  The Corporation Board hereby approves the 
Contract attached hereto as Exhibit E. 

SECTION 59: Installment Deliveries.  The Corporation acknowledges that the Purchasers 
of the Bonds retain the option to purchase the Bonds on an installment basis with the proceeds of 
the Bonds to be deposited into the Construction Fund created by this Resolution.  Funds 
delivered in installments will be based upon incurred costs as documented by invoices submitted 
by the Corporation to the Purchasers. 

SECTION 60: Corporation’s Consent to Provide Information and Documentation to the 
Texas MAC.  The Municipal Advisory Council of Texas (the Texas MAC), a non-profit 
membership corporation organized exclusively for non-profit purposes described in section 
501(c)(6) of the Internal Revenue Code and which serves as a comprehensive financial 
information repository regarding municipal debt issuers in Texas, requires provision of written 
documentation regarding the issuance of municipal debt by the issuers thereof.  In support of the 
purpose of the Texas MAC and in compliance with applicable law, the Corporation hereby 
consents to and authorizes any Authorized Official, Bond Counsel to the Corporation, and/or Co-
Financial Advisor to the Corporation to provide to the Texas MAC information and 
documentation requested by the Texas MAC relating to the Bonds; provided, however, that no 
such information and documentation shall be provided prior to the Closing Date.  This consent 
and authorization relates only to information and documentation that is a part of the public 
record concerning the issuance of the Bonds. 

SECTION 61: Reservation of Rights to Utilize the Texas Water Development Board’s 
State Participation Account Program.  The Cities and the Corporation have agreed in the 
Contract that the Corporation may file an application with the Water Development Board (also 

TWDB SWIFT APPLICATION
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known as the TWDB) to seek financial assistance pursuant to the TWDB’s State Participation 
Account as authorized pursuant to Article III, Sections 49-d, 49-d-2, and 49-d-8 of the Texas 
Constitution and Chapter 16, Subchapters E and F, as amended, Texas Water Code, or any other 
assistance programs from time to time authorized by Texas law and administered by the TWDB 
(and under the guidelines for which the Corporation is an eligible applicant) (each a TWDB 
Program).  To the extent the Corporation utilizes a TWDB Program to access funds to complete 
the Project, such TWDB Program’s rules and regulations may require that the TWDB take an 
undivided ownership interest in up to 50% of the infrastructure improvements comprising the 
Project.  This undivided ownership interest is represented by a master agreement and other 
documents to be executed between the Corporation and the TWDB to effectuate the 
Corporation’s financial participation in such a TWDB Program.  Under any such TWDB 
Program, the Corporation will be obligated to make lease or other rental payments to the TWDB 
to repay its financial assistance which enabled the Corporation to construct the Project in a 
manner in which excess capacity in the Project was implemented on a regional basis. 
Accordingly, the Purchasers of the New Series Bonds are provided notice that the Corporation 
hereby expressly reserves the right to seek financial assistance to complete the Project utilizing 
such a TWDB Program. 

SECTION 62: Effective Date.  This Resolution shall be in force and effect from and after 
its final passage, and it is so resolved. 

[The remainder of this page intentionally left blank.] 
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PASSED AND ADOPTED on the ___ day of _________, 2016. 

SCHERTZ/SEGUIN LOCAL GOVERNMENT 
CORPORATION 

__________________________________________ 
President, Board of Directors 

ATTEST: 

____________________________________ 
Secretary, Board of Directors 

(CORPORATION SEAL) 

TWDB SWIFT APPLICATION
SECTION: SWIFT 5



27203742.3 Index-1 

INDEX TO EXHIBITS 

Exhibit A Paying Agent/Registrar Agreement 
Exhibit B Escrow Agreement 
Exhibit C Description of Annual Financial Information 
Exhibit D DTC Letter of Representations 
Exhibit E Regional Water Supply Contract 
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EXHIBIT A 

PAYING AGENT/REGISTRAR AGREEMENT 

SEE TAB NO. __ 
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EXHIBIT B 

ESCROW AGREEMENT 

SEE TAB NO. __ 
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EXHIBIT C 

CONTINUING DISCLOSURE OF INFORMATION 

DESCRIPTION OF ANNUAL FINANCIAL INFORMATION 

The following information is referred to in Section 53 of this Resolution. 

Annual Financial Statements and Operating Data 

The financial information and operating data with respect to the Corporation to be 
provided annually in accordance with such Section are as specified (and included in the 
Appendix or under the headings of the Private Placement Memorandum referred to) below: 

The Corporation’s audited financial statements for the most recently concluded Fiscal 
Year or to the extent these audited financial statements are not available, the portions of the 
unaudited financial statements of the Corporation referenced in the Private Placement 
Memorandum, but for the most recently concluded Fiscal Year. 

Accounting Principles 

The accounting principles referred to in such Section are generally accepted accounting 
principles for governmental units as prescribed by the Government Accounting Standards Board 
from time to time. 

TWDB SWIFT APPLICATION
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EXHIBIT D 

DTC LETTER OF REPRESENTATIONS 

SEE TAB NO. __
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EXHIBIT E 

REGIONAL WATER SUPPLY CONTRACT 

SEE TAB NO. __ 
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PRIVATE PLACEMENT MEMORANDUM DATED ______, 2016 

NEW ISSUE BOOK-ENTRY-ONLY 

On the date of initial delivery of the Obligations (defined below), Issuer Bond Counsel (defined on page i) will render its 
opinion substantially in the form attached in APPENDIX C - FORM OF OPINION OF BOND COUNSEL.   

$44,845,000 
Schertz/Seguin Local Government Corporation  

CONTRACT REVENUE BONDS,  
 NEW SERIES 2016 (Texas Water Development Board SWIRFT Project Financing) (the “Obligations”) 

 
Dated: _________, 2016 Due:  February 1st  

Interest Date: 

 

 

Record Date: 

 Interest on the Obligations will be payable on February 1 and August 1 each year, 
commencing August 1, 2017 (each an “Interest Payment Date”).  The Obligations 
will bear interest at the rates per annum set forth in “APPENDIX A - MATURITY 
SCHEDULE.”   

The close of business on the fifteenth day of the month immediately preceding the 
applicable Maturity Date. 
 

Redemption:  The Obligations are subject to redemption prior to maturity as provided herein.  See 
“THE OBLIGATIONS - Redemption Provisions” herein.   

Authorized 
Denominations: 

 The Obligations are being issued as fully registered bonds in denominations of 
$5,000, or any integral multiple thereof.  

Paying 
Agent/Registrar/Registrar: 

 The paying agent (“Paying Agent/Registrar”) for the Obligations is BOKF, NA, 
Austin, Texas. 

Book-Entry-Only System  Upon initial issuance, the ownership of the Obligations will be registered in the 
registration books of the Issuer kept by the Paying Agent/Registrar, in the name of 
Cede & Co., as nominee of The Depository Trust Company, New York, New York 
(“DTC”) to which principal, redemption premium, if any, and interest payments on 
the Obligations will be made.   The purchasers of the Obligations will not receive 
physical delivery of bond certificates.  Principal of, interest, and premium if any, on 
the Obligations will be payable at the designated office of the Paying Agent/Registrar 
in Austin, Texas as the same become due and payable.  

Issuer:  Schertz/Seguin Local Government Corporation (the “Corporation” or the “Issuer”).   

Official Action:  Resolution dated ______, 2016. 

Purpose:  See “APPENDIX B - OFFICIAL ACTION.” 

Security for the 
Obligations: 

 See APPENDIX B - OFFICIAL ACTION.”  

Ratings:    See “OTHER INFORMATION - Ratings” 

Delivery Date:  __________, 2016.  

   

See “APPENDIX A - MATURITY SCHEDULE” for Principal Amounts, Maturities, Interest Rates, 
Prices or Yields, and Initial CUSIP Numbers 
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Private Placement Memorandum 
relating to 

$44,845,000 

Schertz/Seguin Local Government Corporation 
CONTRACT REVENUE BONDS, 

 NEW SERIES 2016(Texas Water Development Board SWIRFT Project Financing) (the “Obligations”) 

INTRODUCTION 

This Private Placement Memorandum, including the cover page and appendices, contains brief descriptions 
of the Schertz/Seguin Local Government Corporation (the “Corporation” or the “Issuer”, provides certain 
information with respect to the issuance by the Issuer, and summaries of certain provisions of the “Obligations” 
pursuant to a resolution (the “Resolution”) adopted by the Board of Directors (the “Board”) of the Corporation on 
_____, 2016 (the “Official Action”).  Except as otherwise set forth herein, capitalized terms used but not defined in 
this Private Placement Memorandum have the meanings assigned to them in the Official Action.  See “APPENDIX 
B – “FORM OF OFFICIAL ACTION” attached hereto.  

APPENDIX A contains the maturity schedule for the Obligations. APPENDIX B contains the Official 
Action and a description of the purpose for the proceeds of the Obligations.  APPENDIX C contains a copy of the 
proposed opinion of Norton Rose Fulbright US LLP (“Bond Counsel”) with respect to the Obligations.  The 
summaries of the documents contained in the forepart of this Private Placement Memorandum are not complete or 
definitive, and every statement made in this Private Placement Memorandum concerning any provision of any 
document is qualified by reference to such document in its entirety. 

THE OBLIGATIONS 

General Description 

The Obligations are being issued in the aggregate principal amount set forth in APPENDIX A of this 
Private Placement Memorandum and will mature and be subject to redemption prior to maturity as described therein.  
The Obligations are being issued as fully registered bonds in denominations of $5,000, or any integral multiple 
thereof.  The Obligations will be dated as of the stated date of issue and will mature on the dates referenced thereon, 
and will bear interest at the rates per annum set forth in “APPENDIX A - MATURITY SCHEDULE.” 

Interest on the Obligations is payable semiannually on February 1 and August 1, commencing August 1, 
2017 (each “Interest Payment Date”), and will be calculated on the basis of a 360-day year consisting of twelve 30-
day months. Principal of and the redemption price with respect to the Obligations will be payable to the Owners 
upon presentation and surrender at the principal office of the Paying Agent/Registrar. 

Purpose 

See “APPENDIX B - FORM OF OFFICIAL ACTION.” 
 
Authority for Issuance  

The Obligations are issued pursuant to the provisions of (i) the Constitution and general laws of the State of 
Texas, including particularly Chapter 431, Texas Transportation Code, as amended, the Texas Water Code, as 
amended, the Regional Water Supply Contract, dated as of November 15, 1999 (the “Contract”), Chapter 1201, 
Texas Government Code, as amended, resolutions adopted by the City Councils of the City of Schertz, Texas and 
the City of Seguin, Texas, respectively (each, a “City” and collectively, the “Cities”, and (ii) the Official Action.  

Security for the Obligations 

See “APPENDIX B - FORM OF OFFICIAL ACTION.”  
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Redemption Provisions 

On February 1, 2028, or on any date thereafter, the Obligations maturing on and after February 1, 2027 and 
in inverse order of the stated maturity, may be redeemed prior to their scheduled maturities, upon the written 
direction of the Issuer, with funds provided by the Issuer, at par plus accrued interest to the date fixed for 
redemption as a whole, or in part, and if less than all of a maturity is to be redeemed the Paying Agent/Registrar, 
which is BOKF, NA Austin, Texas, who will determine by lot the Obligations, or portions thereof within such 
maturity to be redeemed (provided that a portion of an Obligation may be redeemed only in Authorized 
Denominations). 

Notice of Redemption; Selection of Obligations to Be Redeemed 

See “APPENDIX B - FORM OF OFFICIAL ACTION.”  

The Paying Agent/Registrar, so long as a Book-Entry-Only System is used for the Obligations, will send 
any notice of redemption of the Obligations, notice of proposed amendment to the Resolution or other notices with 
respect to the Obligations only to DTC. Any failure by DTC to advise any DTC participant, or of any DTC 
participant or indirect participant to notify the beneficial owner, shall not affect the validity of the redemption of the 
Obligations called for redemption or any other action premised on any such notice. Redemption of portions of the 
Obligations by the Issuer will reduce the outstanding principal amount of such Obligations held by DTC. 

Book-Entry-Only System 

The information in this caption concerning The Depository Trust Company, New York, New York (“DTC”) 
and DTC’s book entry system has been obtained from DTC and neither the Issuer nor the cities make any 
representation or warranty nor takes any responsibility for the accuracy or completeness of such information. 

DTC will act as securities depository for the Obligations.  The Obligations 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 certificate will be issued for each maturity 
of the Obligations and deposited with DTC. See APPENDIX B - “FORM OF OFFICIAL ACTION.” 

DTC 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, corporate and municipal debt issues, 
and money market instrument (from over 100 countries) that DTC’s participants (the “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 Clearance 
Corporation, and Fixed Income Clearance 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”).  DTC has Standard & Poor’s highest rating: “AAA.”  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 and www.dtc.org. 
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TAX MATTERS 

Opinion 

Bond Counsel will deliver its opinion on the date of delivery of the Obligations substantially in the form as 
attached in “APPENDIX C - FORM OF OPINION OF BOND COUNSEL.”  

OTHER INFORMATION 

Forward Looking Statements 

The statements contained in this Private Placement Memorandum, including the cover page, appendices, 
and any other information or documents provided by the Issuer, that are not purely historical, are forward-looking 
statements, including statements regarding the Issuer’s expectations, hopes, intentions, or strategies regarding the 
future.  Holders and beneficial owners of the Obligations have placed reliance on forward-looking statements.  All 
forward looking statements included in this Private Placement Memorandum are based on information available to 
the Issuer on the date hereof.  It is important to note that the Issuer’s actual results could differ materially from those 
in such forward-looking statements.  

Ratings  

No application has been made to any ratings agency or municipal bond insurance company for 
qualification of the Obligations for ratings or municipal bond insurance, respectively. 

LITIGATION 

General 

On the date of delivery of the Obligations to the Texas Water Development Board, the Issuer will execute 
and deliver a certificate to the effect that, except as disclosed herein, no litigation of any nature has been filed or is 
pending, as of that date, to restrain or enjoin the issuance or delivery of the Obligations or which would affect the 
provisions made for their payment or security or in any manner questioning the validity of the Obligations.   

The Issuer 

The Corporation. The Corporation is frequently involved in administrative and regulatory proceedings related to 
applications for various permits and approvals required in connection with the development, construction and 
proposed operation of the planning, designing, and constructing utility system improvements (the “Project”).  Any 
delay caused by protested applications to, or adverse rulings of, administrative bodies or regulatory agencies from 
which the Corporation must obtain a required permit or approval could delay the development, construction and 
proposed operation of the Project.  Such delay could adversely affect the Project and could result in increased costs 
of development, financing, construction and/or operation of the Project. 

The Corporation is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; 
errors and omissions; injuries to employees; and natural disasters. The Corporation intends to address these risks 
with appropriate insurance coverage.   

Except as described herein, there is no litigation, proceeding, inquiry, or investigation pending by or before any 
court or other governmental authority or entity (or, to the best knowledge of the Corporation and the Cities, 
threatened) that adversely affects the obligation of the Corporation to deliver the Bonds, the security for, or the 
validity of, the Bonds or the financial condition of the Corporation or the Cities.  The Corporation holds permits 
from the Gonzales County Underground Water Conservation District (the “GCUWCD”) to produce water from its 
wells, which are subject to renewal. In considering an application for renewal of a permit, the Corporation may be 
subjected to the imposition of additional limitations, including limitations on the amount of water that may be 
transferred under a permit and conditions that may be difficult or expensive to satisfy.  The rules of the GCUWCD 
also provide that the GCUWCD may revise or revoke a well production permit at any time if the GCUWCD finds 
that the well is causing unreasonable effects on existing groundwater and surface water resources or existing permit 
holders.   
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The City of Schertz.  Schertz is a defendant in various tort claims and lawsuits with respect to general liability, 
automobile liability, and various contractual matters.  In the opinion of Schertz’s management, the outcome of the 
pending litigation will not have a material adverse effect on Schertz’s, or Schertz’s utility systems, financial position 
or operations. 

The City of Seguin.  Seguin is a defendant in various tort claims and lawsuits with respect to general liability, 
automobile liability, and various contractual matters.  In the opinion of Seguin’s management, the outcome of the 
pending litigation will not have a material adverse effect on Seguin’s, or Seguin’s utility systems, financial position 
or operations. 

Environmental Regulations 

The Corporation and Cities are subject to the environmental regulations of the State and the United States in 
the operation of their utility systems.  These regulations are subject to change and the Corporation and the 
Cities may be required to expend substantial funds to meet the requirements of such regulatory authorities 

CONTINUING DISCLOSURE OF INFORMATION 

In the Official Action, the Issuer and the Cities have made the following agreement for the benefit of the 
holders and beneficial owners of the Obligations.  The Issuer and the Cities are required to observe the agreement 
for so long as they remain obligated to advance funds to pay the Obligations.  Under the agreement, the Issuer will 
be obligated to provide certain updated financial information and operating data, and timely notice of specified 
material events, to the Municipal Securities Rulemaking Board through the Electronic Municipal Market Access 
System. SEE APPENDIX B - “FORM OF OFFICIAL ACTION.” 

Compliance with Prior Undertakings 

The Corporation and the Cities (the “Obligated Parities”) have previously made continuing disclosure agreements in 
connection with the issuance of the Obligations. The Obligated Parties believe that during the past five years they 
have each made all required filings with respect to the New Series Bonds and the Priority Bonds (each as defined in 
the Resolution) and are in full compliance with the Rule. Prior to that time frame, the Obligated Parties had reported 
instances of non-compliance on EMMA and the Nationally Recognized Municipal Securities Information 
Repository. 
 

During the last five years, the Issuer has complied in all material respects with its continuing disclosure agreements 
in accordance with SEC Rule 15c2-12. 

INVESTMENT CONSIDERATIONS 

The Cities’ ability to make payments of the Bond Payment portion of the Annual Payments sufficient to pay 
principal of and interest on the Priority Bonds (as defined in the Resolution) and the New Series Bonds (as defined 
in the Resolution) when due may be affected by certain risks described below and elsewhere in this Private 
Placement Memorandum.  Such risks should be considered in making a decision to invest in the Obligations. 

Several Not Joint Liability  

The Cities’ pecuniary liability to make the Annual Payments to the Corporation are several and not joint liabilities 
based upon a 50%/50% basis as described in the Contract and the Resolution.  Accordingly, to the extent that one of 
the Cities defaults on its proportionate share of the Annual Payments, the Corporation will not have sufficient funds 
to maintain and operate the System and/or to pay the debt service requirements on the Priority Bonds and the New 
Series Bonds.  The nondefaulting City has no legal obligation to make any payments on behalf of the defaulting 
City. 

Limited Bondholder Remedies 

The Resolution and the Contract provide only limited remedies to Bondholders in the event of default.  Neither the 
Obligations nor the Annual Payments are subject to acceleration upon default.  Although the Bondholders could 
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apply for a writ of mandamus to compel the Cities and the Corporation to abide by their contractual obligations, 
such a remedy is time consuming and may have to be enforced from year to year.  No judgment against the Cities or 
the Corporation may be enforced by execution of a levy against its public purpose property.  In addition, the rights 
and remedies of Bondholders may be limited by applicable federal bankruptcy and receivership laws affecting 
creditors of political subdivisions. 

 

MISCELLANEOUS 

Any statements made in this Private Placement Memorandum involving matters of opinion or of estimates, 
whether or not so expressly stated, are set forth as such and not as representations of fact, and no representation is 
made that any of the estimates will be realized.  Neither this Private Placement Memorandum nor any statement that 
may have been made verbally or in writing is to be construed as a contract with the owners of the Obligations. 

The information contained above is neither guaranteed as to accuracy or completeness nor to be construed 
as a representation by the Issuer.  The information and expressions of opinion herein are subject to change without 
notice and neither the delivery of this Private Placement Memorandum nor any sale made hereunder is to create, 
under any circumstances, any implication that there has been no change in the affairs of the Issuer or the Issuer from 
the date hereof. 

The Private Placement Memorandum is submitted in connection with the sale of the securities referred to 
herein to the Texas Water Development Board on the Delivery Date and may not be reproduced or used, as a whole 
or in part, for any other purpose. 

ADDITIONAL INFORMATION 

The Private Placement Memorandum speaks only as of its date and the information contained herein is 
subject to change.  Descriptions of the Obligations and the Official Action and any other agreements and documents 
contained herein constitute summaries of certain provisions thereof and do not purport to be complete.  This Private 
Placement Memorandum was approved by the Issuer. 
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APPENDIX A 

MATURITY SCHEDULE 

 

[MATURITY SCHEDULE to include Principal Amounts, Mat urities, Interest Rates, 
Prices or Yields, and Initial CUSIP Numbers]



Maturity Principal Coupon CUSIP Maturity Prinicipal Coupon CUSIP

8/1/2017 8/1/2032 $1,485,000 3.370%

8/1/2018 8/1/2033 $1,530,000 3.370%

8/1/2019 $1,110,000 1.040% 8/1/2034 $1,580,000 3.370%

8/1/2020 $1,120,000 1.370% 8/1/2035 $1,640,000 3.370%

8/1/2021 $1,135,000 1.600% 8/1/2036 $1,695,000 3.680%

8/1/2022 $1,155,000 1.830% 8/1/2037 $1,755,000 3.680%

8/1/2023 $1,175,000 2.020% 8/1/2038 $1,820,000 3.680%

8/1/2024 $1,195,000 2.160% 8/1/2039 $1,885,000 3.680%

8/1/2025 $1,220,000 2.270% 8/1/2040 $1,955,000 3.680%

8/1/2026 $1,250,000 2.430% 8/1/2041 $2,025,000 3.680%

8/1/2027 $1,285,000 2.940% 8/1/2042 $2,100,000 3.680%

8/1/2028 $1,320,000 2.940% 8/1/2043 $2,180,000 3.680%

8/1/2029 $1,360,000 2.940% 8/1/2044 $2,260,000 3.680%

8/1/2030 $1,400,000 2.940% 8/1/2045 $2,340,000 3.680%

8/1/2031 $1,440,000 2.940% 8/1/2046 $2,430,000 3.680%

** PRELIMINARY SUBJECT TO CHANGE**
Schertz-Seguin Local Government Corporation

Contract Revenue Bonds
New Series 2016 (Texas Water Development Board SWIRFT Project Financing)
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 DRAFT 6/9/16 

IN REGARD to the authorization and issuance of the “Schertz/Seguin Local Government 
Corporation Contract Revenue Bonds, New Series 2016 (Texas Water Development Board 
SWIRFT Project Financing)” (the “Bonds”), dated August 1, 2016, in the aggregate original 
principal amount of $44,845,000, we have reviewed the legality and validity of the issuance 
thereof by the Schertz/Seguin Local Government Corporation (the “Corporation”).  The Bonds 
are issuable in fully registered form only, in denominations of $5,000 or any integral multiple 
thereof (within a Stated Maturity).  The Bonds have Stated Maturities of February 1 in each of 
the years 2019 through 2051, unless redeemed prior to Stated Maturity in accordance with the 
terms stated on the face of the Bonds.  Interest on the Bonds accrues from the dates, at the 
rates, in the manner, and is payable on the dates, all as provided in the resolution (the 
“Resolution”) authorizing the issuance of the Bonds.  Capitalized terms used herein without 
definition shall have the respective meanings ascribed thereto in the Resolution. 

WE HAVE SERVED AS BOND COUNSEL for the Corporation solely to pass upon the legality 
and validity of the issuance of the Bonds under the laws of the State of Texas, and with respect 
to the exclusion of the interest on the Bonds from the gross income of the owners thereof for 
federal income tax purposes and for no other purpose.  We have not been requested to 
investigate or verify, and have not independently investigated or verified, any records, data, or 
other material relating to the financial condition or capabilities of the Corporation or the Cities or 
their respective utility systems.  We have not assumed any responsibility with respect to the 
financial condition or capabilities of the Corporation or the Cities or the disclosure thereof in 
connection with the sale of the Bonds.  We express no opinion and make no comment with 
respect to the sufficiency of the security for or the marketability of the Bonds.  Our role in 
connection with the Corporation’s Application to the Texas Water Development Board prepared 
for use in connection with the sale of the Bonds has been limited as described therein. 

WE HAVE EXAMINED the applicable and pertinent laws of the State of Texas and the United 
States of America.  In rendering the opinions herein we rely upon (1) original or certified copies 
of the proceedings of the Corporation in connection with the issuance of the Bonds, including 
the Resolution, the Regional Water Supply Contract, dated as of November 15, 1999, as 
amended (the “Contract”) between the Corporation, the City of Seguin, Texas (“Seguin”), and 
the City of Schertz, Texas (“Schertz”, and together with Seguin, the “Cities”) and the escrow 
agreement (the “Escrow Agreement”) between the Corporation and BOKF, NA, Austin, Texas; 
(2) customary certifications and opinions of officials of the Corporation and the Cities; 
(3) certificates executed by officers of the Corporation and the Cities relating to the expected 
use and investment of proceeds of the Bonds and certain other funds of the Corporation, and to 
certain other facts solely within the knowledge and control of the Corporation and the Cities; and 
(4) such other documentation, including an examination of the Bond executed and delivered 
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initially by the Corporation, and such matters of law as we deem relevant to the matters 
discussed below.  In such examination, we have assumed the authenticity of all documents 
submitted to us as originals, the conformity to original copies of all documents submitted to us 
as certified copies, and the accuracy of the statements and information contained in such 
certificates.  We express no opinion concerning any effect on the following opinions which may 
result from changes in law effected after the date hereof. 

BASED ON OUR EXAMINATION, IT IS OUR OPINION that the Bonds have been duly 
authorized by the Corporation and issued in conformity with the Constitution and laws of the 
State of Texas now in force, and the Bonds issued in compliance with the provisions of the 
Resolution are valid, legally binding and enforceable special obligations of the Corporation, 
payable, together with any Additional New Series Bonds hereafter issued, solely from and 
equally and ratably secured, together with the currently outstanding Previously Issued New 
Series Bonds, by a lien on and pledge of the Bond Payment portion of the Annual Payments to 
be received by the Corporation from the Cities pursuant to the Contract that is junior and inferior 
to the lien thereon and pledge thereof providing for the payment and security of the currently 
outstanding Priority Bonds, together with certain other funds on deposit in the accounts 
established in the Resolution, except to the extent that the enforceability thereof may be 
affected by bankruptcy, insolvency, reorganization, moratorium, or other similar laws affecting 
creditors’ rights or the exercise of judicial discretion in accordance with general principles of 
equity.  In the Resolution, the Corporation retains the right to issue Additional New Series 
Bonds, and Additional Obligations, without limitation as to principal amount but subject to any 
terms, conditions, or restrictions as may be applicable thereto under law or otherwise.  The 
Bonds do not constitute a legal or equitable pledge, charge, lien, or encumbrance upon any 
property of the Corporation, except with respect to the Bond Payment portion of the Annual 
Payments.  The holder of the Bonds shall never have the right to demand payment of the Bonds 
out of any funds raised or to be raised by taxation. 

BASED ON OUR EXAMINATION, IT IS FURTHER OUR OPINION that, assuming continuing 
compliance after the date hereof by the Corporation and the Cities with the provisions of the 
Resolution and the Contract and in reliance upon the representations and certifications of the 
Corporation and the Cities made in a certificate of even date herewith pertaining to the use, 
expenditure, and investment of the proceeds of the Bonds, under existing statutes, regulations, 
published rulings, and court decisions (1) interest on the Bonds will be excludable from the 
gross income, as defined in section 61 of the Internal Revenue Code of 1986, as amended to 
the date hereof (the “Code”) of the owners thereof for federal income tax purposes, pursuant to 
section 103 of the Code, (2) interest on the Bonds will not be included in computing the 
alternative minimum taxable income of the owners thereof who are individuals or, except as 
hereinafter described, corporations, and (3) the Bonds are not “private activity bonds” within the 
meaning of section 141 of the Code. 

WE CALL YOUR ATTENTION TO THE FACT that, with respect to our opinion in clause (2) 
above, interest on all tax-exempt obligations, such as the Bonds, owned by a corporation will be 
included in such corporation’s adjusted current earnings for purposes of calculating the 
alternative minimum taxable income of such corporation, other than an S corporation, a mutual 
fund, a financial asset securitization investment trust, a real estate mortgage investment 
conduit, or a real estate investment trust.  A corporation’s alternative minimum taxable income is 
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the basis on which the alternative minimum tax imposed by section 55 of the Code will be 
computed. 

WE EXPRESS NO OTHER OPINION with respect to any other federal, state, or local tax 
consequences under present law or any proposed legislation resulting from the receipt or 
accrual of interest on, or the acquisition or disposition of, the Bonds.  Ownership of tax-exempt 
obligations such as the Bonds may result in collateral federal tax consequences to, among 
others, financial institutions, life insurance companies, property and casualty insurance 
companies, certain foreign corporations doing business in the United States, S corporations with 
subchapter C earnings and profits, owners of an interest in a financial asset securitization 
investment trust, individual recipients of Social Security or Railroad Retirement Benefits, 
individuals otherwise qualifying for the earned income credit, and taxpayers who may be 
deemed to have incurred or continued indebtedness to purchase or carry, or who have paid or 
incurred certain expenses allocable to, tax-exempt obligations. 

OUR OPINIONS ARE BASED on existing law, which is subject to change.  Such opinions are 
further based on our knowledge of facts as of the date hereof.  We assume no duty to update or 
supplement our opinions to reflect any facts or circumstances that may thereafter come to our 
attention or to reflect any changes in any law that may thereafter occur or become effective.  
Moreover, our opinions are not a guarantee of result and are not binding on the Internal 
Revenue Service; rather, such opinions represent our legal judgment based upon our review of 
existing law that we deem relevant to such opinions and in reliance upon the representations 
and covenants referenced above. 
 

  
 
 
 
Norton Rose Fulbright US LLP 

 
 
        

Project Location



   

County: Guadalupe

Primary: Y

   

Can you locate your project to a specific address?: N

   

Project Address: 

Project City: 

Project State: TX

Project ZIP: 



 





Project Schedule
   

a) Requested loan closing date: 11-16-2016

b) Estimated date to submit environmental planning documents.: 04-03-2017

c) Estimated date to submit engineering planning documents.: 05-02-2017

d) Estimated date for completion of design.: 09-24-2018

e) Estimated Construction start date for first contract.: 06-01-2019

f) Estimated Construction end date for last contract: 02-10-2021



TWDB SWIFT APPLICATION
SECTION: D11

 





TWDB SWIFT APPLICATION
SECTION:  D16

 



Property Rights
   

a) Does the applicant currently own all the property rights, groundwater permits and surface water

rights needed for this project?: N

   

b) If all property rights, groundwater permits, and surface water rights, needed for this project have

not yet been acquired, identify the rights and/or permits that will need to be acquired and provide

the anticipated date by which the applicant expects to have acquired such rights and/or permits.

   

Permits & Easements
   

Are any major permits necessary for completion of the project?: N

   

Has the applicant obtained all necessary land and easements for the project?: N

   

Environmental Determination
   

Has a Categorical Exclusion (CE), Determination of No Effect, Finding of No Significant Impact

(FONSI), Record of Decision (ROD), or any other environmental determination been issued for

this project?: N

CE/DNE
   

Is the project potentially eligible for a CE/ Determination of No Effect (DNE) because it involves

only minor rehabilitation or the functional replacement of existing equipment?: N

Adverse Environmental/Social Impacts

Type of Permit
Water Right

Entity from which
the right must be

acquired

Acquired by lease
or full ownership

Expected
acquisition date

Permit / Water
Right ID No.

Production Permit
and Transport
Permit

Guadalupe County
Groundwater
Cons. Dist.

Lease 11-01-2016

Production Permit
and Transport
Permit

Gonzales County
Groundwater
Cons. Dist.

Ownership 11-01-2016

Description of
Land or Easement

Permit

Entity from which
the permit or right
must be acquired

Acquired by lease
or full ownership

Expected
acquisition date

To Be Funded by
TWDB (Yes/No)

See Additional
Documents

See Additional
Documents

LEASE 04-01-2016 Y



   

Are there potentially adverse environmental or social impacts that may require mitigation or

extensive regulatory agency or public coordination (e.g. known impacts to properties eligible for

listing on the National Register of Historic Places; potentially significant public controversy; need

for an individual permit from the U.S. Army Corps of Engineers)?: N

Associated PIF(s)
   

PIF number(s):

   

PIF ID #0

Additional Attachments
   

The following documents are attached after this page:

   

Section D22 Project Information-Permits-Easements.pdf

Water Supply Contract.pdf

Present Worth Calculation.pdf

SAWS WSC.pdf

SSLGC PER.pdf

SSLGC Bond Resolution.pdf

SSLGC Cert as to Tax Ex.pdf

SSLGC Corporation General Cert.pdf

SSLGC Index of Documents.pdf

SSLGC Legal Opinion.pdf

SSLGC PAR Agreement.pdf

SSLGC Regional Water Supply Contract.pdf

SSLGC Schertz General Cert.pdf

SSLGC Schertz Resolution.pdf

SSLGC Seguin Resolution.pdf

SSLGC Sig & No Lit Cert.pdf

SSLGC Transmittal Letter.pdf

ACKERMAN MEMO.pdf

BAENZIGER MEMO.pdf

BLUMB EASE AND ROW.pdf

BLUMBERG FAMILY MEMO.pdf

BOECKER MEMO.pdf

BOOTH PROPERTY DEED.pdf

BOOTH WELLS (GU5-GU6).pdf

BRAWNER MEMO.pdf



CARRIZO MEMO.pdf

CARRIZO WATER (GU-1  2.5 ACRES) DEED.pdf

CHARTS.pdf

E BLUMBERG (10 ACRES) PROP DEED.pdf

EXT OF TIME ON MARTIN.pdf

FILED COPY 4 WELL SITES.pdf

GROUND WATER AFFIDAVIT.pdf

GUAD CO MEMO.pdf

H & K BLUMBERG TRST MEMO.pdf

H. BLUMBERG MEMO.pdf

KOEPP PROPERTY DEED.pdf

MARTIN EASE AND ROW.pdf

MARTIN RANCH DEED (WELL GU8).pdf

MARTIN RANCH DEED (WELL GU9).pdf

MARTIN RANCH MEMO.pdf

QSTS MEMO.pdf

SITE CERTIFICATE.pdf

Engineering Response to Technical Review Questions.pdf

1-02178 USGS-SCHERTZ 2.pdf

1-02178 USGS-SCHERTZ 1.pdf

1-02178 EXHIBIT-well field layout.pdf

1-02178 EX SYSTEM MAP-OVERALL (2).pdf

Section C20 SSLGC PROFORMA AND LOAN SCHEDULE 7-7-2016.pdf

SSLGC PPM (7-7-16).pdf



 



rxNAL

THIS REGIONAL WATER SUX'PLY CONTTZACT (the "Contract") is dated and entered

into as of the 1Sth day of Novembez, X999, by and among the Schertz/S~guin Ldcal Government

Corporation (the "Coipox~tion"),anon-profit corporation of the State ofTexas (khe "State"},created

and existing under the laws of the State, including the Texas Transportation Corporation Act, as

amended, Texas Transportation Cade Section 431,001 et. seq. and Che City of Schertz, Texas and

the CiCy of Seguin, T~x~s, home-rule mul~icipalities and political subdivisions of the Stiate

(collectively, the "Cities").

RECITALS

~NHERE.~.S, Subchapter D of Chapter 431 (Sections 431..101-431.109) of the Texas

Transportation Code, as amended (the "Act") authorizes local governments to create local

government cozporations to aid, assist, and act on bekxalf of local governments; and

WI-IERFAS, the City Councils (the "Governing Bodies") of tfle City of Seguin, Texas and

the City of Schertz, Texas have cnllertively determined to authorize artd approve the cxeation of the

Corporation as Cheir cansti~uted authority and instrumentality to accomplish the specific public

purpose of acquiring, constructing, improving, enlarging, extending, xepairin~;, maintaining, and

operating a wafer utility systenn, pursuant to the provisions of Cha~7eer 402 of the Texas Local

Government Code, as aznend~d, and other applicable law; and

WHEREAS, file Cities, pursuant to the Act and other applicable ]aw; have authorized the

creation of the Corporation for the purposes s~~ forth in the Coloration's Articles of incorporation,

including the issuance of bonds to finance the costs of the water utility,system; and

WHERL'AS, the Corporation intends to design, construct, maintain, and. operate the water

utility system zn a manner that will allow the Corporation to deliver its water to the Cities and other

potential purchasers on a regional basis; and

WT3EIZEAS, the Cities and. the Corporation, exercising their mutual authority and furthering

their mutual and urgent interests, wish to enter into this Contract in order to most ~fficientI~ and

quickly obtain the capability to deliver the water to the Cities; and

WI-~EREAS, in order to deliver the water to which the Cities are entitled under this Contract,

it is necessary that facilities, lanes, booster• pumps, treatxxient Facilities, and other appurtenances

sut`ficient to detXVer the wafer to which the GitYes are entitled under this Contract and additianaa

water which the Cities may acquire (the "Facilities"} be constricted and that the easements, ~ghts-

aF-way, and pth~r interests in land necessary far the production of groundwater and the acquisition,

COIISiI"UC1.1011, maintenance, and aperaCion of the Paci]iCies (collectively, the "Land Interests") b~

purchased (the "Land Interests" anti the "Facilities", together the "Project"); and
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WHEREAS, it isexpected bythe Coi-poxatian and the Cities that as soon as practicable after

the execution of this Contract the Corporation will issue its Bonds (as hereinafter defined), payable

from and secured solely by payments to be made by the Cities under this Contract for the acquisition

and construction of the Project; and

WHEREAS, the Corporation, to the best of its ability, shall in general do or cause to be done

all such things as may be required for the proper acquisition, construction and operation of the

Project; and

NOW, TI-~EREFORE, in consideration o~ the mutual covenants and agreements herein

contained, the sufficiency of which are hereby acknowledged, and upon and subject to the terms and

conditions hereinafter set forth, the Cities and the Corporation muCually undertake, promise, and

agree as follows:

ARTICLE Y

DEFINITIONS AND INTERPRETATIONS

Section 1.01. Definitions. In addition to the terms defined above, the following terms shall

have the meanings assigned to them below wherever they are used in this Contract, unless the

context clearly requzres otherwise:

"Accountant" means a nationally recognized independent certified publzc accountant, or an

independent firm of certified public accountants, selected by the Corporation.

"Annual Payments" means the amount of money, constituting the Bond Payment, Operation

and Maintenance Expenses, and Overhead Expenses, to be paid to the Corporarian by each City, on

a several and not a joint basis as described in Section 3.01, Section 3.OS, and Section 5.02 hereof

from the revenues o~ the Cities' System as an operating and maintenance expense of the Cities'

System (ox any other lawfully available revenues of the Cities), at the times and in the amounts

required by Sections 3.05 and 5.02 of this Contract.

"A~proval Cez-tificate" means the certificate or certificates, if any, of the President, Board

o£ Directors ar Authorized Representative of the Corporation apprroving certain terms of a series of

Bonds.

"Authorized Representative" means any person at the tirxxe delegated authority to act on

behalf of the Cities or the Corporation, as the case may be, and designated as such ire a written

certificate, containing a specinnen signature of such person, which, far the Cities shall be the City

Manager of each of the Cities or such other officers or employees of the Cities authorized to act on

behalf of the Cities during the respective City Manager's absence or incapacity, and for the

Corporation shall be the President, Board of Directors of the Corporation ar such other officer or
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employee of the Corporation authorized to act on behalf of the Corporation during the Presiden
t's,

Board of Directors absence or incapacity, unless a party notifies the other party in writing of a 
change

in its Authoxiz~ed Representative.

"Bond Payment" means the azxaount of money to be paid to the Corporation by the Cit
ies, on

a several basis, ~'xozn the revenues of the Cities' System as an operating and maintenance 
expense of

the Cities' System at the times and in the amounts required by Sections 3.OS and 5.02
 of this

Contract.

"Bond Resolution" means any resolution andlar trust indenture pf the Corporati
on,

authorizing the issuance of and securing the Bonds and all amendments and supplements ther
eto and

including the Approval Cez`Cificate, if any, authorized by such resolution to establish 
certain of the

tezxns o:f the Bonds authorized by such resolution.

"Bonds" means all bonds, notes, or other obligations hereafter issued by the Coz
poratian,

whether in one or more series ox issues, to pay the cost of the Project (including any bonds o
x notes

issued to complete the Project) or to re#'und any Bonds or to refund any such 
refunding Bonds.

"Cities" means collectively the City of Schertz, Texas and City of Seguin, Te
xas.

"Cities' System" means and includes each of the City's existing combined
 waterworks and

wastewater disposal systerzz and any electric power and/or natural gas system., to
gether with all future

extensipns, improvemenCS, enlargem~,ents, and additions thereto, including, to 
the extent permitted

by ]aw, storm sewer and drainage andlox reclaimed water systems within the 
waterworks oz

wastewater disposal system, and all replacements thereof, provided that, 
not-vvithstanding the

foregoing, and to the extent now or hereafter authorized ox pezxnitted by law, 
the term Cities' System

shall not include any waterworks, wastewater, electric power, or natural ga
s facilities which are

declared by the Cities not to be a part of the Cities' System and which a
re hereafter acquired or

constructed by the Cities with Che proceeds from the issuance of "Special Faci
lities Bonds", which

are hereby defined as being special revenue obligations of the Cities which 
are net secured by or

payable from the net revenues of the Cities' System, but which are secured by and are
 payable solely

from special contract xevenues, or payments received from: the Cities or any other l
egal entity, or any

combination thereof, in connection with such facilities; and such revenues or 
payments shall not be

considered as or constitute gross revenues of the Cities' System, unless and to
 the extent otherwise

provided in the ordinance ar ordinances auChorizing the issuance of such "Speci
al Facilities Bonds".

"Cities Utility Bonds" means the appropriate City's bonds and notes outst
anding from: time

to time secured by a lien on and pledge of the net revenues of the Cities' System o
r any part thereof,

regardless o:f lien priority.

"City Engineer of Record" means the City Engineer of Record so design
ated by the City

Council of each City with notice to the Corporation.
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"Claim", as used in Section 8.13 of this Contract, means claims, demands, and expenses,

including reasonable attorney's :fees.

"Code" means the Internal Revenue Code of 1986, and any amendments thereto, as in force

and effect on the date of delivery of any series of Bonds,

"Completion Date" means such term as it is defined in Section 2.09 of this Contract.

"Cozporation" means the Schertz/Seguin Locat Government Corporation and its lawful

successors and assigns.

"Credit Agreement" means any band insurance policy or other credit agreement, as defined

in and authorzed by the provisions of Chapter 1.371, as amended, Texas Government Code (formerly

Texas Revised Civil Statutes Annotated Article 717q, as amended), which the Cozporation enters

into relating to its obligations with respect to the Bonds.

"Delivery Point" means the place, whether one or mare, to which the Cozporation wial deliver

water to each City pursuant to this Contract,

"Engineering Report" means the "Preliminary Engineering Report fox Water Supply System

to Serve the Cities pf Schertz and Seguin, prepared by Clay 12oming, P.E., dated September 10,

1999, as such report z~nay be amended, modified and changed and superseded with the approval of

the Corporatipn and Cities, at any time priorto the execution of constz-uctian contracts for the Project

or as modified and changed by change ordexs issued after the execution of such construction

contracts; provided, however, no such change orders shall adversely affect either of the Cities

wiChput the consent of the Cities.

"Fiscal Year" means the Cities' fiscal years, which currently begins on October 1. of each

year, as it nnay be changed from time to time with notice to the Corporation.

"Ponce Majeure" means such term as it is defined in Section 8.03 of this Contract.

"Facilities" means the facilities, lines, booster pumps, and other appurtenances sufficient to

deliver the water to which the Cities are entitled under this Contract and any innprovements,

additions, ox extensions to such Facilities hereafter acquired or constructed to deliver water between

such places.

"Land Interests" means the easements, right-of-way, and other interests in real property

necessary for the acquisition, construction, and operation of the Facilities and the Water Rights for

the ~'rojeet.

"MSRB".means the Municipal Secuz~ties Rulemaking Board and any successor to its duties.
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"NRMSIR" means each person whom the SEC or its staff has determined to be a nationally

recognized municipal securities information repository within the meaning of the Rule from time to

time.

"Operation and Maintenance Expenses" means all direct costs and expenses incurred by the

Corporation fox its operation and maintenance, including but not limited to, tkze operation and

maintenance of the Pxoject, including (for greater certainty but without limiting the generality of the

fazegaing) arn.ounCs payable under any contract wzth any person, including, but not limited to any

federal, state, or local agency far the right to ~xoduce and use groundwater or other source of water,

any contribution ox payment in lieu of taxes ox any fee or charge by any government authority

relating to the Cox-poration's production of groundwater or sale of treated water hereunder, the costs

of utilities, supervision, engineering, accounting, auditing, legal services, insurance premiums,

supplies, services, and administration of the Project, Overhead Expenses, and costs of operating,

repairing, maintaining, and replacing equipment for proper operation and maintenance of the ~'roject.

The term "Operation and Maintenance Expenses" does not include depreciation charges or such

partian of the above-described casts to the extent such casts are paid pursuant to an agreement other

than this Contract.

"Overhead Expenses" means the Corporation's reasonable and necessary costs and expenses

incurred at any time directly related to the issuance and servicing of the Bonds, the acquisition of

Land Interests required for the Project, the design, permitting, financing, acquisition, construction,

and ownership of the Froject and any other activities xe~uired of or involving the Coxparation in

connection with or attributable to the Project or the Bonds, including, but not lianited to:

(a) per diem and reimbursable expenses incurred by the Directors of the Corporation for

special meetings of the Corporation's Board o:f Directors related to the Project;

(b) services of the professional, technical skilled and unskilled persons and firms engaged

by or associated with the Corporation, other than Corporation staff personnel, together wzth their

reimbursable expenses paid or required to be paid by the Corporation;

(c) salaries of the Cozporation's staff attributable to the Project or the Bonds based on

time expended, as documented ox reasonably estimated by the 'resident, Board of Directors of the

Corporation;

(d) tk~e costs of preparing applications for and obtaining all approvals and authorizations

required far the Project or the Bonds from the regulatory authorities having jurisdiction;

(e) the cost of property casualty and public liability insurance incurred prior to the

Completion Date; including any insurance deductible charged to ox required to be paid by the

Corporation; provided that if the Corporation is unable to obtain such insurance on an occurrence
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basis, then any expense incuz-~red by the Corporation from. and after the Completion Date for casualty

and public liability insurance, including any insurance deductible, shall be paid by the Cities;

(~ all costs incurred in litigation involving ar relating to the Project; and

(g) any and all other costs and expenses, including auC-of-pocket expenses, incurred by

the Corporation attributable to the Project or khe Bonds, whether enumerated above or not, and

whether ox not included in the definition ar as a part of Project Costs.

"Permitted Liens" means:

(a) Minox irregularities, charges, liens, encumbrances, defects, easements, licenses,

rights-of-way, servitudes, restrictions, mineral rights, and clouds on title which, in the opinion of

counsel to the Corporation, a copy of which shall be forwarded to each of the Cities, do not

materially impair the use of the Project for the pur~ases for which it is designed.

(b) Easements far roads (as used in this Contract, the term "roads" shall include, without

limitation, streets, curbs, gutters, drains, ditches, sewers, conduits, canals, mains, aqueducts, aerators,

connectaans, ramps, docks, viaducts, alleys, driveways, parking areas, walkways, and trackag
e),

utilities (which for purposes of this Contact shall include, without limitation, water, sew
er,

electricity, gas, telephone, pipeline, railroad, and other collection, transportation, light, heat, 
power,

and communication systems) and similar easements and other easements, rights-of-way, z-~ghts 
of

flowage, flooding, diversion ax outfail, licenses, restrictions, and obligations relating to the operat
ion

of the Project which, in the opinion of counsel to the Corporation, a copy of which shall 
be

forwarded to each pf the Cities, do not materially impair the use of the Project for the purposes for

which it is designed.

(c) Rights of the United States or any state orpolitical subdivision thereof, orotherpubIic

or goverr~tnental authority or agency or any other entity vested with the power of eminent 
domain

to take ox control praperty~ or to terminate any right, powex, franchise, grant, ]zcense, or permit

pzeviously in force.

"Plans and Specifications" means the plans and specifications prepared for the I?roject by the

Project Engineer, as the same may be revised from time to tune in accordance with this Co
ntract.

"Project" means, collectively, the Land Interests and the Facilities as described in the recitals

to this Contract and in the Engineering Report.

"Project Costs" means and includes, without limitation, the following costs incurre
d fox the

Project by or on behalf of the Corporation or the Cities:
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(a) the cost of acquisition of the Land Interests, including appraisals, closing costs and

title insurance policies;

(b) the cost of acquisition, construction, xepair, replacement, or innprovement of the

Facilities, and any structure, item. of equipment, or other item, used fox, or in connection with, the

Project;

(c) the cost of site preparation of the Land Interests, including demolition ar removal of

structures and improvements as necessary or incident to accomplishing the Project;

(d) the'cost of engineering, legal, architectural ar other related services;

(e) the preparation cost of plans, specifications, studies, surveys, cost estimates, and other

expenses necessazy ox inczdent to planning, providing, oz financing the k'roject;

(~ the cost of machinery, equipment, furnishings, and facilities necessary or incident to

placing the Pro}ect iz~ o~eratian;

(g) finance charges and interest before, during, and after construction as permitted by the

laws of the State;

(h) costs incurred in connection with financing the project, including, without limitation:

(1) financing, legal, accounting, financial advisory, rating

agency, and auditing fees, expenses and disbursements;

(2) the cast of printing, engraving, andxeproduction services; and

(3) the cost of a trustee's or paying agent's initial or acceptance fee

and subsequent fees.

(i) all costs, fees and expenses of litigation of all kinds;

(j) the cast of property casualty and public liability insurance;

(k) the fees and costs of the underwriters as the anticipated purchasers of the Bonds;

(l) reimbursement of the casts previously incurred by the Cities with respect to the

Project; and

(m) other costs generally recognized as a part of Project construction costs.
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"Project Engineer" means such engineering fiz-irrx ox firms as may be selected by the

Cozpoxation.

"Prudent Utility Practice" means any of the practices, methods, and acts, in the exercise of

reasonable judgment, in the light of the facts, including but not limited to the practices, methods, and

acts engaged in ox approved by a significant portion of the public utility industry prior thereto,

known at the time the decision was rrxade, that would have been expected to aeconn~lish the desired

result at the lowest reasonable cost consistent with reliability, safety, and expedition. It is recognized

that Prudent Utility Practice is not intended to be limited to the optimum practice, method, or act at

the exclusion of all others, but rather is a spectrum of possible practices, znethads, or acts which

could have been expected to accomplish the desired result at the lowesC reasonable cast consistent

with reliability, safety, and expedition, In the case of any facility included in the Cities' System

which xs owned in common with one ar more other entities, the term "Prudent Utility Pxactice", as

applied to such facility, shall have the meaning set forth in tk~e agreement governing the operation

of sucks facility.

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

"Sale and Offering T7ocuments" means any official notice of sale, official bid form,

preliminary official statement, official statement, ox othar offering document far the Bonds.

"Schertz" means the City of Schertz, Texas, a Texas home zule municipality acting through

its City Council ox Cxty Manager.

"SEC" means the United States Securities and Exchange Commission and any successor to

its duties.

"Seguin" means the City of Seguin, Texas, a Texas home rule municipality acting through

its City Council or City Manager.

"SID" means any entity designated by the State or an authorized department, af~cer, or

agency thereof as, and determined by the SEC ox its staff to be, a state infornnation depository within

the meaning of the Rule from time to time.

"State" zx~eans the State of Texas.

"TNRCG" means the Texas Natural Resource Conservation Commission ar its successors

or assigns.

"Trustee" means any trustee named under a trust indenture ar the paying agendregistrar

named in a paying agent/registrar agreement entered into by the Corporation securing the payment

of the Bonds and authorized by a Band Resolution.
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"TWDB" means the Texas Water Development Board or any successor entity thereto.

"TWDB Program" means TWDB's State Participation Account as authorized pursuant to

Articre xQ, Sections 49-d, 49-d-2, and 49-d-8 of the Texas Constitution and Chapter 16, Subchapters

E and F, as amended, Texas Water Code.

"W ater Rights" means the right to drill and operate wells, produce gz~oundwater, and transport

the groundwater frarn the county where the groundwater is produced into Guadalupe County and the

surrounding counties.

Section 1.02. Interpretation. The table of contents and caption headings o~this Contract are

for reference purposes only and shall not affect its interpretation in any respect. Unless the context

otherwise requires, words of the masculine gender shall be construed to include correlative words

of the feminine and neuter fenders and vice versa. This Contract and all the terns and provisions

shall be liberally construed to effectuate the purpose set forth herein and to sustain the validzty of this

Contract.

ARTICLE II

ACQUISITION ANA CONSTRUCTION OF THE PROJECT

Section 2.01. General. Subject to the remaining terms and provisions of this Contract, the

Cozporation agrees to issue the Bands and to acquire and construct the Project as generally described

in the Engineei7ng Report. It is estizxxated that the Project will be placed in operation on ox before

June 1, 2002, or as soon thereafter as practicable. Tha Authorized Representative of the Corporation

hereby represents that he is not a~vare of any reason that the Project, as contemplated, cannot be

competed an ar before June ,l, 2002. It is expressly understood and agreed that-any obligations on

the part of the Corporation to finance, acquire, construct, and complete the Project and to provide

the water to the Cities shall be (i) conditioned upon the Corporation's ability to obtain all necessary

permits, Land Interests, riaatezial, labor, and equipment, and upon the ability of the Cozporation to

finance the cost of the Project through the actual sale of the Bonds, including any Bonds needed to

complete the Project, and (zi) subject to all present -and future valid laws, orders, rules, and

regulations o~ the United States of Amez~ca> the State, and any regulatory body having jurisdiction,

The Pxaject shall be acquired and constructed by the Corporation with all reasonable dispatch, and

the Coz~poration will diligently pursue such acquisition and construction in order that it may be

completed as soon as practicable, delays incident to events of Force Majeure only excepted; but if

for any reason there .should be delays in or the entire failure of such acquisition, construction, and

improvement, there shall be no diminution in or postponennent of the Annual Payments to be made

by the Cities hereunder and no resulting liability on the part of the Corporation; provided, however,

that the Cities retain the right to pursue any legal remedy to the extent that delays in the project are

the result of negligence or inaction on the part of the Corporation.
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Section 2.02. Location of Pr~ect; Acquisition of Land Interests. The Facilities will be

constructed and located an the Land Interests. The Corporation (or the Cities acting on behalf of the

Corporation) shall, as soon as possible after the delivery of this Contract, and subject to the receipt

of the Band proceeds or funds from the Cities, undertake the acquisition of the Land Interests. The

Corporation shall ba responsible for ensuring that proper filings of each such portion of the Land

Interests axe nnade in the deed records of the appropriate counties to ensure that all interested parties

have proper notice of the Corporation's interests in the Land Interests: As each deed, easement, ox

other evidence of an interest in real property comprising a poxtion of the Land Interests is acquired

by the Cozporatian, a copy of such instrument, together with evidence of its filing in the deed records

of the counties in which such portion lies, shall, upon the written request of the Cities, be given to

the Cities.

The Corporation shall acquire a title insurance policy or a title opinion showing good and

indefeasible title with respect to each Land Interest acquired. A copy of each such title insurance

policy ar title opinion shall be retained in the Corporation's official records.

Section 2.03. Construction. The Corporation shall, as soon as passible, undertake to make,

execute, deliver, and prosecute all cantxacts, orders, receipts; writings, and instructions wiCh ar to

other persons, and in general do or cause to be done all such other things, as may be required far the

proper acquisition and constz~uction of the Facilities.

Section 2.Q4. Selection of Project Enginaer~ Plans and Specifications. The Corporation shall

cause the Project B~gineer to complete the Plans and Specifications and the other materials to be

used in obtaining bids for construction o~ the Facilities and to perform such other engineering tasks

as shall be necessary far construction of the Facilities. The bid documents shall include appropriate

alteznatives to assure the most advantageous price consistent with expeditious cotnpietian. The

specifications fox the Project may include as an owner cost any ox all insurance coverages either

required bylaw or deenned necessazy or advisable by the Corporation.

Section 2.05. Awaxd of Construction Contracts. Upon obtaining the approval of the Board

of Directors of the Corporation of the Plans and Specifications and bid documents, the Corporation,

through its Project Engzneex, will promptly advertise for sealed bids for the Project to the extent and

as required bylaw. The Corporation may break the sealed bids into several contracts or phases as

it detezmines is best for the timely acquisition and construction of the Facilities. After the xeceipt

of bids, the Corporation shall identify the lowest responsible bidders) and award the contract(s).

If all bids are rejected, bids will again be solicited, fallowing the procedure outlined above in this

Section, until such time as bids satisfactory to the Corporation have been received. The Corporation

shall not be obligated to award a construction contract unless the proceeds from the Bonds az~e

available to pay the cantract(s).
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Section 2,06. Liens. Neither the Cities nar the Cozporatian will create or permit or suffer

to exist any lien, encumbrance, or charge upon the Projector any interest therein at any time, except

T'etmitted Liens.

Section 2.07. Revisions of Plans. The Plans and Specifications may be revised priax to the

Connpletian Date.

Section 2.08. Approvals. Unless otherwise required by law, each consent, approval, ar othez'

official action required of the Cities or the Goryoration by any provision of this Contract shall be

deemed in compliance with this Gantxact when written evidence of such action, signed by the

respective Authorized Representative, is delivered to the party who is to receive evidence of such

action. All contracts to be entered into shall be authorized by the Corporation's Board of Directors.

The Cities will cooperate with the Cozporation in the design, financing, acquisition, and construction

of the k'rojeat and, following the adoption of the Bond Resolution by tk~e Corporation's Board of

Directors, will not take any action ax fail to take any action (including, without limitation, any

exercise or denial of its consent or appxaval of any action proposed to be taken by the Corparatioz~

ar any of its agents hexeunder), if taking ar failing to take such action, respectively, would

unseasonably delay ox obstruct the completion of the Project by the Cozporation.

Section 2.09. Completion. (a) except as otherwise provided in subsection (b) of this Section,

when the ~aciliCies have been completed, the Corporation shall deliver to the Cxtzes a certificate of

the Corporation and the Project Engineer stating that, as of a specified date, the Project has been

substantially completed and are ready to be placed in service (the date specified in such certificate

being herein called the "Gampletion Date").

(b) The Cities and the Corporation acknowledge that the proceeds of the initial series of

Bonds will be insufficient to complete the acquisition and construction of the Project, and

accordingly agree to use their best efforts to issue Additional Bonds, ox to secure financing pursuant

to the TWDB k'ragram, in an amount sufficient to complete the Project.

Section 2.10. Title to Water. Title to the water shall be in the Corporation until it passes

through the rxieter or meters installed pursuant to this Contract at or near the Delivery Point,

fallowing which it shall be in the respective Cities. Each of the parties hereto hexeby agrees to save

and hold each other party hereto harmless fronn all claims, demands and causes of action which may

be asserted by anyone on account of the transportation and delivery of said water while title remains

in such party.

Section 2.11. Access to Cities. Should any facilities, pipelines, or appurtenances owned by

the Corporation be installed in any street, alley, or public way within the boundaries of the Cities,

as sarr~e are now constituted or as may hereafter be extended, the Cities hereby grant, upon

complying with each of the Cities' franchise ordinances ar other provisions, to the Corporation the
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right, privilege and fzanchise of using such streets, alleys and public ways for the puxposes of

maintaining, operating, laying, repairing, ox removing such facilities, pipelines, and appurtenances.

Section 2.1.2, ~aseznents. 'The Cities hereby agree to giant to the Corporation such

easennents as may be reasonably necessary far the purposes of placing, constructing, operating,

repairing, maintaining, rebuilding, replacing, relocated, and removing water facilities upon, over,

across and through the Cities' property and giving to the CorParation, and its successors and assigns,

all of the sights and benefits necessary ox appropriate for the full enjoyment and use of the easement,

including but without limiting the same to, the free right of ingress and egress to and from the Cities'

property.

Section 2.13. Crass-Utilization of Lines.

A. Each City acknowledges that it may be necessary for certain of its transmission lines

to be utilized in order for the Corporation to transmit treated water to another City ox other entity and

such City hereby agrees to permit the Corpaxation to so utilize its transmission lines in accordance

with Section 2.11 and Section 2.12. In such case, the City involved agree to infoz7m the Corporation

of any special requirements with respect to pressure ar other matters relating to the transmitting

City's lines.

B. The Corporation will furnish, install, operate, and maintain meters at the point of exit

from the Gity's lanes to rr~aantain accurate measurements of the quantity of water being delivered by

the Cor~orat~on to a City nr other entity through the lines of the other City or other entity. Such

meters shall be subject to inspection and examination by both the City and the Corporation in

accordance with the provisions of Section 4.02.

C. In the event that repairs are required to be made to any lines of a City which are

utilized for the transmission o~ treated water to another City or other entity, the receiving Cxty shall

pax~tXCipate in the cost of such repaixs as nnay be agreed from time to time.

Section 2.14. Points of Delivery. The Project will include the Facilities and Land Interests

required to deliver water to the Point of Delivery far each City at the location depicted in the

Engineering Report. After completion of the Project, each City shall have the sole responsibility,

at its awn cost and expense, for providing additional pipelines and other facilities xequired far

transporting its share of the Water from. the Project to new or additional Points of Delivery, but

additional ar alternative points of delivery will be allowed only with the consent of the Cities.

Section 2.1.5. uantit .The Cities' proportionate share of the treated groundwaterpxoduced

by the Project is as (allows:

Schertz SQ%
Seguin 50%

594033.6 ~ ~ 2-



Section 2.16. Other Contracts. The Goz-poration shall not enter into contracts with other
persons for the supply of water without the prior consent of Cities and either City tnay withhold zts
consent. The Cities may not resell water to third party wholesalers (except to such customers that
exist on November 1, 1999 and not for resale by these custoz~ers) that they purchase from the
Cazporation without obtaining the written consent of the Corporation and the other City.

Section 2.17. ualit .The water to be delivered by the Corporation and received by the
Cities shall be groundwater produced from wells constructed as part of the Project and treated using
the Facilities and equipment described in the Engineering Report. Each of the Cities has satisfied
itself that such water is suitable for its needs. The Corporation and each of the Cities shall cooperate,
each within its legal powers, in preventing possible pal~ution and contamination of the formation
frann which the water is obtained.

Section 2.18. Operation. The Corporatian covenants to operate the Project in accordance
with Prudent Utility Practices and in accordance with applicable regulatory requirements.

ARTICLE III

FINANCING OF THE PROJECT

Section 3.01. Issuance of Bands. (a) The Corporation's acquisition and construction of the
Project az~d improvements to the Project will be financed by the Corporation through the issuance
of one or more series ar issues of its Bonds payable from and secured, in part, by an assignment of

the Annual Payments made under this Contract..Zn considezation of the covenants and agreements
set forth in this Contract, and to enable the Corporation to issue the Bonds to carry out the intents

and purposes hereof, this Contract is executed to assuxe the issuance of the Bands and to provide for

and guarantee the due and punctual payment by the Cities to the Cozporation, or to the Trustee under
the trust indenture (or paling agent/registrar agreement) securing the Bonds, of azr~ounts not less than

the Annual Payments. Each of the Cities hereby agrees to make, or cause to be made, its

propartianate share of each Annual Payment, as and when due, for the benefit o~ the owners of the
Bonds, as provided in the Bands and the Bond Resolution. The pzoporCianate share of each Annual

Payment shall be determined on a several and not a joint basis, as follows:

Schertz 50% and
Seguin 50%

(b) The proceeds from the sale of the Bands will be used far the payment of the Project

Costs, The Bonds will be issued by the Corporation in the arrzount anticipated to be required to

acquire and construct the ~'roject, including payment of all ~'roject Costs advanced by the Cities and

incurred by the Carporation prior to the date of issuance of the Sonds, and to Fund, to the extent

deemed advisable by the Corporation, a debt service reserve fund and interest on the Bonds duz~ng
construction and for up to one year after the Completion Date.
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(c) (1) Each Bond Resolution of the Corporation shall specify the maximum principal

amount of the Bonds to be issued thereunder. The fonds shall mature not nnore than

forty (40) years from the date of such Bands and shall bear interest at not to exceed

the maximum legal rate then pezmitted by law, and the Bond Resolution may create

and provide for the maintenance of a revenue fund, an interest and sinking fund, a

debt s~rvxce reserve fund, and any other funds deemed prudent by the Corporation,

all in the manner and amounts as provided in such Band Resolution.

(2) Prior to the final adoption of a Bond Resolution or any amendment of a Band

Resaiution by the Corporation's Board of Directors ox the execution of an Approval

Certificate by the Cozparatian, a substantially final copy of the proposed Band

Resolution, the Approval Certificate, if any, and the Sale and Offering Documents

shall be presented to the Cities for review and approval.

(3) Upon approval by each of the Cities of (i) each Bond Resolution hereafter

adopted by the Cozporation, (ii) any amendments to any Bond Resolution, (iii) an

Approval Certificate authorized by a Band Resolution, and (iv) the Sale and Offering

Documents and the delivery to the CazporaCion of a certification signed by the

Authorized Representative of each of the Cities to the effect that the Band

Resolution, including any Approval Certificate, and the Sale and Offering

Documents comply with this Contract, then upon the adoption and approval of the

Bond Resolution and the Appiraval Certificate, if and+, in such final form by the

Coloration's Board of Directors or Authorized Representative, as the case nnay be,

and the issuance and delivery of the Bonds to the purchaser thereof, the Bond

Resolution shall for all purposes be considered approved by the Cities and deemed

to be in compliance with this Contract in all respects, and the Bonds issued

thereunder will constitute Bonds as defined in this Contxact for all purposes. Any

owner of Bonds is entitled to rely dully and unconditionally an any such approval.

(4) All covenants and provisions zn the Sond Resolution affecting, or purporting to

bind, the Cities, shall, upon the delivery of the Bonds, become absolute,

unconditional, valid, and binding covenants and obligations of the Cities so long as

the Sands and interest thereon axe outstanding and unpaid, and may be enforced as

provided in this Contract and the Bond Resolution. ~'articularly, the obligation of

each of the Cities Co make, promptly when due, all Annual Payments specified in this

Contract shall be absolute and unconditional, and said obligation may be enforced as

provided in this Contract. In addition, subject to the approval of the Cities, the

Corporation may enter into Credit Agreements for the purpose of achieving the

lowest financing costs for the Project.

Section 3.02. Proceeds of Bonds. Subject to the terms and provisions of Chis Contract, the

proceeds of the Bands shall be used by the Corporation for the purpose of financing and funding 
the
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Corporation's acquisition and construction of the Paroject as provided in Section 3.01 and

improvements to the Project. The Corporation shall use its best efforts to issue its Bonds, in one or

mare series, in amounts which will be sufficient to accomplish such purpose. '~'he proceeds of the

Bonds shall be deposited in a construction fund established pursuant to the tezms of the Bond

Resolution. A trust indenture xnay be entered into between the Corporation and a corporate trustee

fox the purpose of securing the payment of the Bonds. The trust indenture or the Bond Resolution,

as appropriate, will establish procedures for the payment of Project Costs out of the construction

fund. It is anticipated that the Bonds will be issued pursuant to the Band Resolution and that a

paying agent/re~istrar agreement will be executed between the Corporation and the Trustee

concerning the payment pxoceduxes with respect to the Bonds.

Section 3,Q3. Refunding of Bonds. The Corporation reserves the right to issue refunding

bonds in accordance with the laws of the State.

Section 3.04, Redemption of Bones. The Corporation, in its sole discretion or upon the

written request of the Cities (and provided that the affected fonds are subject to redemption ox

prepayment prior to maturity at the option of the Coz~poration, and provided that such request is

xeceived zn sufficient tinny pxiox to the date upon which such redennptian or prepayment is proposed),

forthwith shall take ox cause to be taken all action that may be necessary under the applicable

redemption provisions of the Bonds to redeem the Bonds or any part thereof, to the full extent of

funds that are either made available for such purpose by the Cities ar already on deposit under the

Bond Resolution and available fox such purpose. The redemption of any outstanding Bonds prior

to matuzity at any time shall not relieve the Cities of their absolute and unconditional obligation to

pay each remaining Annual Payment with respect to any outstanding Bonds, as specified in the Bond

Resolution.

Section 3.05. Debt Sexvice on Bands and Other Bond Funding Requirements. It is

acknowledged and agreed that paynnents to bs made under this Contract will be the primary source

available to the Corporation to provide the money necessary fox the Corporation to meet its

obligations with respect to the Bonds and any Credit Agreements. Each City therefore agrees to pay

its proportionate share of all Bond Payment, as outlined in subsections (a) through (e) below, in full

when due as provided in this Contract. Bond Paynnent shall be due by the close of business on the

business day priox to each date on which any of the following payments or deposits shall be due and

shall be in an amount equal to all such payments and deposits due an such date:

{a) debt service on the Bonds and related payments and deposits, as follows:

(1) principal of, z'edemption premium, if any, and interest on, the Bonds, less interest

to be paid out of Bond proceeds ax from other sources if permitted by any Bond

Resolution, and the redennption price o~ any Bonds to be redeemed prior to matu~.ty

when and as provided in any Bond Resolution plus the fees, expenses, and, to the

extent permitted bylaw, indennnities of the Trustee, i~ any, fox the Bonds, and thas~

S94p33.6 - i s-



of the haying agent/registrar for paying the principal of and interest on the Bonds and

for authenticating, registering, and transferring Bands on the registration books; and

(2) deposits required to be made to any special, contingency, or reserve fund by the

provisions of any Bond Resolution; and

(3) any deposit in addition thereto required to restore any deficiency in any of such

funds by the provisions of any Bond Resolution,

(b) amounts payable by the Corporation under a Credit Agreement; and

(c) the fees, expenses, and indemnities (to the extent permitted by law) of the remarketing

agent, rate setting agent, authentication agent, arbitrage rebate compliance firm, and tender agent,

if any, for the Bands.

Section 3.06. Bil_ ling. The Corporation will render bills to the Cities not more than once

each month, commencing April 5, 2000, fox the current payments required by this Contract. The

Corporation shall, until further notice, render such bills an or before the 5th day of each month and

such bills shall be due and payable on the 15th day of each month oz ten (10) days after such bill is

deposited into the United States mail, properly stamped and addressed to the Cities whichever is later

and thexea~ter, to the extent permitted by law, interest shall accrue thereon at the rate of ten per cent

(10%) per annum until paid in Full. The Corporation may, however, from time to time by sixty (60}

days' written notice change the date by which it shall render bills, and all bills shall thereafter be due

and payable ten (10) days aftez such dates as herein provided. The Cities shall make all payments

in such coon ox currency of the United States of America as at the tiaxze of paynnent shall be legal

render for the payment of public and private debts and shall make payment to the Corporation as its

office in Guadalupe County, Texas or at such other place as the Corporation xnay frorrx time to time

designate by sixty (6d) days' written notice.

Section 3.Q7. Delinquency in Payment. If either of the Cities fails to pay any bills when due

and payable, the Corporation may give written notice of such delinquency to the City and if all bills

due and unpaid, including interest thereon, are not paid within forty-five (4S) days after delivezy of

such notice, then the City agrees that the Corporation shall be authorized, as its option, to institute

suit for collection thereof and Co collect any amounts due and unpaid, together with interest thereon

and reasonable attorneys' fees, and the City further agrees that the Cozparation may, as its option

discontinue providzng water to the City until all amounts due and unpaid are paid in full with interest

as herein specified, Any such discontinuation of service shall not, however, relieve the City of its

unconditional obligations to make the payments required by this Contract. It is also hereby expressly

recognized that the nandefaulting Gity shall have no obligation to make anypayments for the benefit

of the defaulting City.
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Section 3.08. Corporation's Ri htg s Assi,~ned to Trustee. The Cities axe advised and

recognize that as security fa:r the payment of the Bonds, the Corporation may assign to the Trustee,

pursuant to one ar more trust indentures (ox paying agent/registrax agreements) to be authorized by

the Bond Resolution, the Corporation's rights under this Contract, including the right to receive the

Annual Payments hereunder (but not the right to receive payments, if any, under Section 8.1.3

hereof .The Cities herewith assent to such assignment and will make the Annual Payments directly

to the Trustee without defense orset-off by reason of any dispute between one pr both of the Cities

and the Corporation ox the Trustee. All rights against the Cities arising under this Contract ar the

Bond Resolution and assigned to the Trustee may be enforced by the Trustee, or the owners of the

Bonds, to the extent provided in the Bond Resolution, and the Trustee, oz the owners of the Bonds,

shall be entitled to bring any suit, action, ox proceeding against the Cities, to the extent provided in

the Boyd Resolution, .for the enforcement of this Contract, and it shall not be necessary in any such

suit, action, or proceeding to make the Corporation a party thereto.

Section 3.09. ~~x-Exempt Bonds. The parties hereto understand and agree that the

Car~oratian will use its best efforts to provide for, but will not be liable fox a failure to produce, the

lowest overall debt service cost far the Bonds to be issued for the Project. ~ connection therewith,

the parties intend that the Corporation will issue Bonds the interest on which is excludable from the

gross income of the owners thereof for federal income tax. purposes. The paxties hereto acknowledge

their understanding that the fedexal inconne tax laws ixnpase certain. restrictions on the use and

investment of proceeds of such tax-exempt bands and on the use of the pzoperty financed therewith

and the output produced therefrom. Accordingly, the parties agree and covenant that if the Bonds

are offered to investors with the understanding that the interest will be exempt frown federal income

taxation, then the parties, their assigns and agents, will take such action to assure, and refrain from

such action which will adversely affect the treatment of such Bonds as obligations described in

section 1Q3 of the Code. Should any party fail to comply with such covenant, the effect of which

being that the Bonds na longer qualify as obligations described in the Code, such defaulting paxty

shall be liable for ail costs resulting from the loss of the ta.7c-exempt status of the Bonds. The parties

hereby agree and covenant to comply with all of th.e representations and covenants xelatxng to such

exemption which are set out in any Band Resolution. The parties further agree and covenant that

in the event the Bonds issued are to be tax-exempt, they will modify such agreements, make such

filings, restrict the yield on investments, and take such other action necessary to fulfill Che applicable

provisions of the Code. Far these purposes, the parties may rely on the respective opinion of any

firm of nationally-recognized bond attorneys selected by them. Yn the event that a conflict arises in

the opinions of the respective firms of each of the parties, the parties will identify a different firm,

that is mutually acceptably to all partzes, in order to resolve the conflict of opinion.

Section 3.10. Payment to Rebate Fund. In the event that tax-exempt -Bonds are issued as

provided in Section 3.09, the Corporation hereby covenants and agrees to Hooke the determinations

and to pay any deficiency into a rebate fund, at the times and as described in the Bond Resolution

to comply with the provisions of section 148(fl(2) of the Code. In any event, if the amount of cash

held in the rebate fund shall be insufficient to permit the Trustee to make payment to the United
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States of America of any amount due on any date under section 1480(2) of the Code, each of the

Citzes forthwith shall pay the amount of such insufficiency an such date to the Trustee in

immediately available funds for such purpose: The obligations of the Cities under this Section 3.10

axe direct obligations of each City, acting under the authoz~zation of, and on behalf of, the

Corporation and the Corporation shall have no further obligation or duty with respect to the rebate

fund.

Section 3.11. Cities' Obligations. In the event the Project is not completed foz~ any of the

reasons contemplated herein or otherwise, ar any proceeds from issuance o~ the Bonds are not used

fox completian of the Project for any reason, any Bond proceeds and earnings thereon not used for

campletian of the Project shall be utilized to satisfy amounts due and awing on the Bonds as

described in the Bond Resolution, and herein, so as to reduce the Annual Payments which would

otherwise be due hereunder, or be applied for the benefit of the Cities as provided in the Band

Resolution. The Cities have covenanted absolutely and unconditionally, in accordance with all other

terms of this Contract, to make the Annual Payments, as provided herein, inconsideration for such

application of the money as well as the other covenants and obligations of the Corporation and others

set forth or contemplated herein.

Section 3.12. Interest on Monev. All legally available money respecting the Bonds shall be

invested in the manner set forth in the Bond Resplution. Any interest earnings an the Bond proce
eds

may be used to pay principal of and interest on the Bands or far the payment of any Project Costs

or other costs related to the Project approved by the Cities, subject to Section 3.09.

Section 3.13. Sale and Offering Documents. At the request of the Corporation, each of the

Cities shall pxovide to the Corporation current and histozacal information concealing tk~e Cities'

Systezx~, the financial conditions results, and prospects of the City, and such other 
information

concerning the City as the Corporation shall deem advisable far inclusion iz~ the Sale and Offer
ing

Documents fox the Bonds of each series and shall certify to the Corporation and the underwr
iters of

any offering of Bonds to be made by zneaz~s of such Sale and Offering Documents when and if the

City deems such Sale and Offering Docunnents to be complete and final for purposes of the Ru
le.

Each of the Cities represents and warrants that all statements concerning xt (including, without

liznita.tion, its financial condition, results, and prospecCs, its portion of the Cities' System, and 
any

demographic and economic infozxnation concerning the area served by its portion of the Cit
ies'

System) that are contained in any Sale and Offering Document approved by the Cities pursuan
t to

Section 3.01 hereof shall be true in all material respects and shall not omit to staee any material fact

necessary to make the statements made in such Sale and Offering Docunnent, in the light of
 the

circumstances in which they are made, not misleading.

Section 3.14, Right of Cities to Pre~aX. The Cities shall have the right at any tzzx~e to prepay

all ax any portion of the Annual Payments. Subject to the provisions of Section 3.09, such 
pxepaid

Annual Payments shall be used andznvested by the Corporation as directed by the City which paid

(i) as a credit against future Annual Payment obligations of such City, (ii) to redeem Bonds pursua
nt
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to the provisions of Section 3.04, or (iii) to provide fox the defeasance of the Bonds pursuant to the

provisions of the Bond Resolution. Any such prepayment will not cause a tezmination of this

Contract until all other amounts owed or to be incurred by the Cozporation or any other person under

the provisions of the Bond Resolution (including the charge for water pursuant to Section 8.05

herea~ have been paid in full or waived by such pe~•son.

ARTICLE IV

METERIlVG AND MEASUREMENT

Sectzon 4.01. Unit of Measurement. The unit of measurennent for water delivered hereunder

shall be 1,000 gallons of water, U: S. Standard Liquid Measure.

Section 4.02. Measuring Equipment. The Corporation shall furnish, install, operate and

nrzaintain at its own expense far each Delivery Point the necessary electronic or other equipment and

devices of standard type for nneasuring properly the quantity of water delivered under this Contract.

Such rnetex ar meters and other equipment sa installed shall remain the property o;F the Corporation.

The Cities shall have access to such metering equipment at all reasonable times, but the reading,

calibxation, and adjustnnent thereof shall be done only by the employees ar agents of the Corporation.

For the purpose of this Contract the original record or reading of the meter ox meters shall be the

journal or other recoxd book of Corporation in xts office in which the records of the employees or

agents of the Corporation who taka readings are or may be transcribed. Upon written request of

Cities, the Corporation will give the Cities a copy of such journal ox record book, or permit the Cities

to have access to the same in the office of the Corporation during reasonable business hours.

The Corporation shall calibrate its meters periodically, but at least evezy three (3) years, if

requested in writing by Cities to do so, in the presence of a representative of the Cities, and the

parties shall jointly observe any adjustments which are made to the rr~eters incase any adjustments

shall be necessazy, and if Che check meters hereinafter provided for have been installed, the same

shall also be calibrated by the Cities in the presence of a representative of Corporation and the parties

shall jointly observe any adjustment in case any adjustnnent is necessary. If the Cities shall in writing

request Corporation to calibzate its meters and Corporation shall give the Cities notice of the time

when any such calibration is to be made and a xepxesentative of the Cities is not present at the time

set, the Cozporation may proceed with calibration and adjustment in the absence of any

representative of the Cities.

If either parCy at any time observes a variation between the delivery meter ox meters and the

check meter or meters, if any such check meter or meters shall be installed, such party will promptly

notify the other party, and the parties hereto shall then cooperate to procure an iznznediate calibration

test and joint observation of any adjustment and the said meter or meters shall then be adjusted to

accuracy. Each party shall give the other parties Forty-eight (48) hours'notice of the tune of all tests

of rr~eters so that the other parties nnay conveniently have a representative pxesent.
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If upon any test, tk~e percentage of inaccuzacy of any metering equipment is found to be in

excess of two percent (2%), xegistration thereof shall be corrected for a period extending back to the

time when such inaccuracy began, if such tinne is ascertainable, and if such tizaae is not ascertainable,

then far a period extending back one-half (i/z) of the time elapsed since the last date of calibration,

but in no event furthex back than a period of six (6) naanths. If fax any reason any meters are out o~

service or out of repair sa that the amount of water delivered cannot be ascertained or computed from

the reading thereof, the water delivered during the period such nneters are out of service or out of

repair shall be estimated and agreed upon by the parties hereto upon the basis of the best data

available. For such purpose, the best data available shall be deemed to be the registratian of any

check meter or meters if the same have been inskalled and are accurately registering. Otherwise the

amount of water delivered during such period may be estinnated (i) by correcting the error if the

percentage of [he error is ascertainable by calibration tests or mathematical calculation, ar (ii) by

estinnating the quantity of delivery by deliveries during the preceding ~ez-iods under similar

conditions when the meter ox meters were registering accurately.

The Cities may, at their option and their own expense, install and operate a check meter to

check each meter installed by Coz-~aration, but the xn:easurement of water fox the purpose of this

Gantract shall be solely by the Corporation's meters, except in the cases hereinabove specifically

provided to the contrazy..A.11 such check metexs shall be of standard z~ake and shall be subject at all

reasonable times to inspection and examination by any employee or agent of the Coxporaiion, but

the reading, calibration and adjustment thereof shall be made only by the Cities, except during any

period when a check meter may be used under the provisions hereof for measu~.ng the amount of

water delivered, in which case the reading, calibration and adjustment thereof shall be made by

Corporation with like effect as if such check meter or meters had been furnished or installed by

Corporation.

ARTICLE V

ANNCJAL PAYMENTS. CITY COVENANTS

Section 5.01. Annual Estimate of Annual Payments. Not less than ninety (90) days prior to

each Fiscal Year, the Corporation shall furnish to the Cities an estxr~ate and schedule of Che Annual

Payments required, to be paid by the Cities in such Fiscal Year.

Section 5.02. Annual Pavments by the Cities, (a) Each of the Cities hereby agrees that it will

make payments of its proportionate share of the Annual Payments to the Corporation, ax to the

Trustee on behalf of the Corporation, as provided in; the Bond Resolution in accordance with the

procedures established in Section 3.06 hereof. If a City at any time disputes the amount to be paid

by it to the Corporation, such City shall nevertheless promptly make such payment or payments, but

if it is subsequently determined by agreement ar court decision that such disputed payr~aents made

by the such City should have been less, or more, the Cazporation shall ~rorxaptly revise the charges

for such City in such manner that a City will recover its overpayment or the Corporation will recover
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the amount due it. The Corporation shall pursue all legal remedies against the Cities to enforce and

protect the rights of the Corporation and the owners of the Bands, and the Cities shall not be relieved

of the liability to the Corporation for the payment of all amounts which axe due by them hereunder.

(b) Except to the extent athervrise pt~ovzded by the Bond Resolution, all amounts due

under this Contract shall be paid and are due in Guadalupe County, Te~cas, which is the County in

which the principal administrative offices of the Cor~~oratian are IocatecE.

(c) The Cc~rparation shall redeCerrnine tl~e estimate and schedule of f~nnual Payments due

in any Piscal Year at any time during such Fiscal Year, as and to the extent deemed. necessary o
r

advisable by ttae Corporation to accurately forecast the amount and date of Annual Payments to 
be

made by the Cities, if {i) the Corporation issues Bonds to complete the Project or to refund 
any

Bonds ar enters into, amends, or terminates a Credit A.~r~~ment, (ii) actual interest rates
 an any

variable interest rate Bands differ from those projected by the Corporation, or {iii) any other 
event

occurs which results in an increase ar decrease in the Annual Payments required to be 
rn.ade by the

Cities in such Fiscal Year.

(d) If, during any Fiscal Year, the Annual Payment is redetermined in any manne
r as

provided or required in this Section, the Corporation wilt promptly furnish the Cities with an 
updated

schedule of payments reflecting such redetermination.

(e} Nptwithstanciing anything herein to the contrary, no failuxe of the 
Corporation to

estimate, and no mistake by the Corporation in any estimate af, the amount of ar sche
dule for Annual

Payments due from the Cities in any Fiscal Year shall relieve the Cities from (ar defe
x) their absolute

and unconditional obligation to make all Annual Payments in full when due.

Section 5.03. Source of Payment. (a) each of the Cities represents and covena
nts that all

payments to be made b~ them under this Contract shall canstxtute reasar~able
 and necessary

"operating expenses", as defined in Chapter 1502, as am~nd~d, Texas Government
 Code (~'a~nerly

Te~cas Revised Civil Statutes Annotated Article 1113, as amended} of the Cities' S
ys~etx~, but only

to the extent of the Annual Payment, and the Cities shall not be obligated to make t
he payments

under this Contract from any source other than the gross revenues of the Cities'. S~+stem. Ea
ch of Che

Cities fu~hex repx~sents that the Governing Bodies of the Czties have determined that the 
services

tc~ he provided by the Project are absolutely necessazy and essential to provide the water to the 
Cities.

(b) Each of the Cities agrees throughout the term of this Contract to fix and collect such

rates and charges fax services c~ be supplied by the Cities' System as will produce gross revenue
s at

all times during the term of this Contract in an amount at least equal to (i) all of the expe
nses of

operation and maintenance of the Cities' System, including specifically its payments
 under this

Contract and (ii) all other amounts as required by law and the provisions of the ord
inances ox

resolutions authorizing the Cities Utility Bonds or other obligations now ar hereafter outs
tanding
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payable, in whole ox in part, from the net revenues of the Cities' System, including the amounts

regaired to pay all. principal of and interest on such Cities Utility Bonds and other obligations.

(c) No ad valorem tax revenues of either of the Cities shall be pledged to ttae payrr~ent

of any amounts Co be paid by the Cities to the Corporation under this Contract, nor shall the

Cozparation have the right to demand payment of any amounts to be paid by the Cities under this

Contract be paid fronn funds raised or to be raised from ad valo2•em taxation From the Cities and the

obligations under this Contract shall never be construed to be a debt ar pecuniary obligation of the

Cities of such kind as to require the Cities to levy and collect an ad valorem tax to discharge their

obligations.

Section 5.04. Cornoration'sOperation and Maintenance Expenses and Overhead.. Ex~gnses.

To the extent not paid out of the proceeds of the Bands, or oCherw~se, the Cities shall pay and

reimburse tkle Corporation for all of its pro~aortionate share of Operation and Tv,Caintenance Expenses

and Overhead Expenses incurred by it throughout the term of this Contract within thirty (30) days

of receipt of documentation therefor dram the Corporation. The Cities also agree, with the cansent

of the Cazporation, to ~:~ter ineo an interlocal agreement to pxavide for, among other matters, an

annual adjustment of the Operation andMaintenance expenses and Overhead Expeixses paid by each

City based upon certain formulas and taking inta account the quantity of water actually utilized by

~~Gn c~cy.

Section 5.45. Annual. l3ud~etin~ by the Cities. The Cities sha11 make provision in each of

their annual budgets and shall appropriate an amount sufficient, at a minimum, ~nr the payment o~

all amaants required to be paid by the Cities under this Contract.

Section 5.06. Revenue Sources ~'led~ed. each of the Cities hereby fledges the gross

revenues of the Cities' System to the payrr~ent of their obligaeions under this Contract and recognize

that the Corpax•akian will, and authorize the Corporation to, pledge the Annual Payments owing to

it by the Cities under this Contxact to the payment of the Bonds and Credit Agreements. The

Corporation agrees to make the payments for the Bonds and Credit Agreennents when and as required

by the Bond Resolution, the Credit Agreements, and this Contract, from and to the extant of proceeds

of the Bonds not expended for the Project and l~nnual Payments made by the Cities.

Section 5.07. General Covenants. Each City further each represents, covenants and agrees

that in accordance with and to the extent permitted by (aw:

(a) ~'erformance. It will faithfully perform at all times any and all covenants,

undertaltings, stipulations, and provisions contained in each ordinance or resolution authorizing the

issuance of its Cities Utility Bands; and it will, at the time and in the manner prescribed, depositor

cause to be deposited the amounts required to be deposited into the fund and accounts created by said

ordinances, but o~tly from and to the extent of the sources of funds and after satisfaction of all prior

obligations described therein.
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(b) Citzes'Le a~ 1 Corporation. It is a duly created and existing home rule city ofthe State

and is duly authorized under the laws of the State to enter into this Contract that all action on its part

far the execution and delivery of this Contract has been duly and effectively taken; and that this

Contract is a valid and enforceable special obligation of the Cities in accordance with its tezxzas.

(c) Acquisition and Canstruction___~_Operation and Maintenance. (1) It shad use its best

efforts in accordance with Prudent Utility Practice to acquire and construct, or cause to be acquixed

and constructed, any capital improverraents to the Cities' System, which shall mean and include any

capital extensions, zz~aprovem~nts, and betterments, in accordance with the plans and speci:Ficatians

thexefor, as modified from time to time with due diligence and in a sound and econonnioal manner;

and (2) it shall at'all tiriaes use its best efforts to opexate or cause to be operated the Cities' System

properly and in an efficient manner, consistent-with Prudent Utility Practice, and shall use its best

efforts to maintain, preserve, reconstruct aaad keep the same or cause tiae same to be soy maintained,

preserved, reconstructed and kept, with the appurtenances and every part and parcel thereof, in good

repair, working order and condition, and shall from time to time make, or use its best efforts to cause

to be made, all necessary and proper repairs, replacement, and renewals so that at all times the

operation of the Cities' System may be pxoperly and advantageously conducted.

(d) Title. It has ar will obtain lawful title, whether such title is ~n fee or lesser interest,

to the lands, buildings, structuzes, and facilities constituting its portion of the Cities' System; it will

defend the title to all the aforesaid lands, buildings, structures, and facilities, and every part thereof,

for the benefit of the Corporation and the owners of the Bonds, against the claims and dennands of

all persons whomsoever; and it is lawfully qualified to pledge the gross revenues of its potion of the

Cities' System to the payment of the payments xequired by this Contract in the manner prescribed

herein, and has lawfully exercised such rights.

(e) Liens. It will ~z'ox~n time to time and before the same become delinquent pay and

discharge all taxes, assessments, and governmental charges, if any, which shall be lawfully imposed

upon its portion of the Cities' System; it wzll pay all lawful clairt~s fax rents, royalties, labor,

materials, and supplies which if unpaid might by law become a lien or charge thereon, the lien of

which would be prior to ox interfere with the liens hereof, so that the priority of the lien granted

hereunder shall be fully preserved in the manner provided herein; and it will not create or suffer to

be created any z~nechanic's, laborer's, materialman's, or other lien or charge which might or could be

prior to the liens hereof, or do or suffer any matter ox thing whereby the lien hereof might or could

be impaired; provided however, that no such tax, assessment, or charge, and that no such claims

which might be used as the basis of a mechanic's, laborer's, materialnnan's, ar other lien ar charge,

shall be required to be paid sa long as the validity of the same shall be contested in good faith by the

Cities.

(~ Books~Records, and Accounts. It shall keep proper books, records, and accounts

separate and apart From all other records and accounts, in which complete and correct entries shall

be made of all transactions relating to its portion of the Cities' Systezr~, the Sonds, and the Cities, and
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shall cause said books and accounts to be audited annually as of the close of each fiscal Year by the

Accountant, At the request of the Corporation, the Cities shall allow the Corporation to audit such

books, records, and accounts at any reasonable time and from time to time.

(g) Insurance. (1) E~ccept as otherwise pernnitted in clause (2) below, it shall cause to be

insured such parts of its portion of the Cities' System as would usually be insured by corporations

operating like properties, with a responsible insurance company ar companies, against risks,

accidents, or casualties against which and to the extent insurance is usually caz-xied by corporations

operating like properties, including, to the extent reasonably obtainable, fire and extended coverage

insurance, insurance against damage by floods, and use and occupancy insurance. Public liability

and property damage insurance shall also be carried unless the City Attorney gives a written opinion

to the effect that the City zs not liable for claims which would be protected by such insurance. At

any time while any contractor engaged in constzuction work shall be fully responsible therefor, the

Cities sk~ail not be required to carry insurance on the work being constructed if the contractor is

required to carry appropriate i~suzance. All such policies sk►all be open to the inspection of the

Corporation at all reasonable tinges.

(2) In lieu of obtaining policies for insurance as provided above, the Cities may self-

insure against risks, accidents, clai~.s, ox casualties described in clause (1) above.

(3) The annual audit hereinafter required shall contain a section commenting on whether

ox not the City has complied with the requirements of this Section with respect to the maintenance

of insurance, and listing the areas of insurance far which the City is self insuring, all policies carried,

and whether oz not all insurance premiums upon the insurance policies to which reference is

hereinbefore made have been paid.

(h) Audits. After the close of each Fiscal Year while this Contract is in effect, an audit

will be made by each City of the books and accounts relating to its portion of the Cities' System and

its portion of the revenues of the Cities' System by the Accountant. As soon as practicable after the

close of each such Fiscal Year, and when said audit has been completed and made available to the

Cities, a copy of such audit for the preceding Fiscal Year shall be mailed to the Corporation. Sach

annual audit reports shall be open to the inspection of the Corporation,its agents andrepresentatives,

the Trustee, and the owners of the Bonds at all reasonable times at the Corporation's office.

(i) Governmental A enci~s. It will comply with all of the terms and conditions of any

and all franchises, permits, and authorizations applicable to or necessary with respect to the Cities'

System, and which have been obtained from any governmental agency; and the Cities have ar will

obtain and keep in fall force and effect all franchises, permits, authorizations, and other requirements

applicable to or necessary with respect to the acquisition, constzuction; equxpznent, operation, and

maintenance of the Cities' System.
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(j} No Com etition. To the extent it legally nnay, it will not grant any franchise arpermit

for the acquisition, construction, or operation of any competing facilities which might be used as a

substitute for the Cities' System's facilities, and, to the extent that it legally may, each City will

proYtibit any such competing facilities.

(k) Rights of Inspection. 'r'he Corporation, the Trustee, and the owners of 10% or more

in principal amount of the Bands of any series shall have the right at all reasonable times to inspect

the Cities' System and all records, accounts, and data of the Cities relating thereto, and upon request

the Cities shall furnish to the Corporation, the Trustee, and such owners of Bonds such financial

statements, reports, and other information relating to the Cities and the Cities' System as any such

person may fronn time to time reasonably request.

(1} Sale, Lease. ar Disposal of Property by the Cities. No part of the Cities' System shall

be sold, leased, mortgaged, demolished, xemaved, ar otherwise disposed of, except as follows:

(1) To the extent permitted by law, a Czty znay sell or exchange at any time and

from time to tune any property or facilities constituting its part of the Cities' System only if (i) it shall

determine such property or facilities are not useful in the operation of the Cities' System, or (ii) the

proceeds of such sale are $250,000 or less, oz it shall have received a certificate executed by the City

Engineer of Record and the City Manager stating, in theix opinion, that the fair rriarket value of the

property or facilities exchanged is $250,000 or less, or (iii) if such proceeds ox fair market value

exceeds $25Q,000 it sha11 have received a certificate executed by the City Engineer of Record and

the City Manager stating (A) that system within the Cities' System of which the property ox facilities

comprises a part thereof and (B) in their minion; that the sale or exchange of such property ox

facilities will not impair the ability of the Cities to comply during the cuzrent or any future year with

the provisions of Section 5.43(b) of this Contract. The proceeds of any such sale oz exchange not

used to acquire other property necessazy or desirable for the safe or efficient operation of the Cities'

System shall forthwith, at the option of the Cities be used as provided in the ordinances of the Cities

authorizing its Cities Utility Bonds.

(2) To the extent permitted by law, a City may lease or make contracts or grant

licenses for the operation of, or nrxake arrangements for the use of, ar grant easements or other rights

with respect ta, any part of its portion of the Cities' Systez~;, provided that any such lease, contract,

lzcense, arrangement, easement or right (i) does not impede the operation by the Cities of the Gities'

System anc3 (ii) does not in any manner impair or adversely affect the rights ar security of the

Corporation under this Contract; and pxovided, further, that if the depreciated cast of the property

to be covered by any such lease, contract, license, arrangement, easement, or other right is in excess

of $500,000, the Cities shall have received a certificate executed by the City Engineer of Record and

the City Manager that the action of the Cities with respect thereto does not result in a breach of the

conditions under this subsection (2). Any payments received by the Cities under or in connection

with any such lease, contract, license, arrangement, easement arright in respect of the Cities'System

or any part thereof shall constitute gross revenues of the Cities' System.
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ARTICLE VI

CONT J[NGr DISCLOSURE

Section 6.0~. A.nnual Reports. Following the issuance of Bonds of any series, the offeror

sale of which is not exempt from the Rule and, until the Cities are no longer obligated, contingently

or otherwise, to make Annual Payments in respect of the Bonds of such series, the Cities undertake

to and shall provide annually to each NI2.MSZR and any SID, within six nnonths after the end of each

Fiscal Year, (1}financial information and operating data of the general type included in the Sale and

Offering Documents far the Bonds of such series, as specified in the Cities' approval of such Sale

and Offering Documents pursuant to Section 3.O1. hereof and (2) audited general purpose financial

statements of the Cities, if then available. Any fznancial statements so to be provided shall be (1)

prepared in accordance with generally accepted accounting pxineiples for governmental agencies ox

such other accounting principles as the Cities may be required to employ from time to time pursuant

to state law or regulation, and (2) audited, if the Cities comaxz~ssion an audit of such statements and

the audit is completed within the period during which it must be provided. If the audit of such

financial statements is riot complete within such period, then the Cities shall provide unaudited

financial stateznenfs within the required period, and shall provide audited financial statements fax

the applicable Fiscal Year to each NRZVISIIt and any SID, when and if the audit report on such

statements become available.

If the Cities change their Fiscal Year, they will notify the Trustee, each NR.MSIR, and 
any

SxD in writing of the change (and of the date of the new Fiscal Rear end) prior to the next date by

which the Cities otherwise would be required to provide financial infoz~matian and operating 
data

pursuant to this Section.

The financial information and operating data to be provided pursuant to this Section may
be

set foz~th in full in one or more documents or may be incorporated by specific reference 
to any

document or specific part thereby (including an official statement or other offering document, i
f it

is available from the MSRB) that theretofore has been provided to each NRMSTR and any STD or

filed with the SEC. Copies of such information and operating data shall be fuz-nished 
to the

Cozporation at the same time the information and data are furnished to any NRMSIR or SID.

Section 6.02. Matexial Event Notices. (a} The following are the events with respect to the

Bonds which the Corporation must agree to disclose in a timely manner pursuant to the J.Z.ule, if

"material" under applicable federal securities laws and regulations promulgated thereunder.

(1) Principal and interest payment delinquencies;

(2) Non-payment related defaults;

(3) Unscheduled draws on debt sezvice reserves reflecting financial difficulties;
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(4) Unscheduled draws on credit enhancements reflecting financial difficulties;

(5) Substitution of credit oz liquidity providers, oz their failure to perform;,

(6) Adverse tax opinions ar events affecting the tax-exempt status of the Bonds;

(7) Modifications to rights of holders of the hands;

(S) Bond calls;,

(9) Defeasances;

(10) Re]ease, substitution, or sale of property securing repayment of the Bonds; and

(11) Rating changes.

(b) The Cities shall, pramptly after obtaining actual knowledge of the occuzxence of any

of the events enumerated in (a) above, notify the Coxpoxation of such event and provide all

information in the format required to satisfy the requirements of the RUIe. Further, the Cities sha
ll

~xovide, in a timely manner, notice of any failure by the Cities to provide audited financi
al

statements, financial information, and operating data in accordance with Section 6.01 here
of to each

NRMSIR. and each SID.

Section 6.03. Lirr~atations Disclaimers and Amendments. The Cities shall be obligated 
to

observe and perform the covenants specified in this Article zn respect of the Bonds of any
 series for

so long as, but only for so long as, the Cities remains an "obligated person" with respect to
 the Bands

of such series within the meaning of the Rule, except that the Cities in any event will give not
ice of

any deposit made in accordance with the Bond Resolution that causes Bonds of such series no 
longer

to be outstanding.

The provisions of this Article are for the sole benefit of (and may be enfoxced by) the owners

and beneficial owners of the Bonds, and nothing in this Article, express or irr~plied, shall gi
ve any

benefit ox any legal or equitable right, remedy, or claim hereunder to any other person. The
 Cities

undertake to provide only the financial information, operating data, financial statements, and n
otices

which they have expressly agreed to provide pursuant to this Article and do not hereby un
dertake to

provide any other information that tray be relevant or matez-ial to a complete presentation of 
the

Cities' financial results, condition, or prospects ox hereby undertake to update any in
formation

provided in accordance with this_ Article ox otherwise, except as expressly provided herein
. The

Cities makes no representation or warranty concerning such infozxnation or its usefulnes
s to a

decision to invest in or sell Bonds at any future date,
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UNDER NO CIRCUMSTANCES SHALL THE CITIES ~E LIABLE TO THE OWNER OR

BENEk~CIAL OWNER OF ANY BOND OR ANY OTHER PERSON, IN CONTRACT OR TORT,

FOR DAIV.CAGES RESULTING IN WHOLE OR IN PART FROM ANY BREACH BY THE

CITIES WHETHER NEGLIGENT OR WITHOUT FAULT ON PI'S PART, OF ANY COVENANT

SPECIFIED IN THIS ARTICLE, BUT EVERX X2.IG~' ANA REEDY OF ANY SUCH PERS ON,

IN CONTRACT OR TORT, FQR OR ON ACCpUNT OF ANY SUCH BREACH SHALL BE

LIlvIITED TO AN ACTION FOR MANDAMUS OR SPECIFIC PERFORMANCE,

Na default by the Cities in obsexving ox performing its obligations under this Article shall

comprise a breach of or default under this Contract for purposes of any other provision of this

Contract.

Nothing in this Article is intended oz shall. act to disclaim, waive, ar otherwise limit the

duties of the Corporation or the Cities under federal and state securities laws.

The provisions of this Article maybe amended by the Cozporatian and the Cities from time

to time to adapt to ck~anged circunnstances that anise fxo~n a change in legal requirements, a ch
ange

in law, ar a change in the identity, nature, status, or type of operations of the Corporation or 
the

Cities, but only if (1) the provisions of this A.z~ticle, as so amended, would have permitted
 an

underwriter to purchase or sell Bands of the applicable series in the primary offezing of the
 Bonds

of such series in compliance r~ith the Rule, taking info account any amendnnents or interpreta
tions

of the Rule since such offering as well as such changed circumstances, and (2) either (a) the ow
ners

of a majority xn aggregate pz~incipal amount (ox any greater amount required by any other p
rovision

of this Contract that authorizes such an amendment) of the outstanding Bonds of each such 
series

affected consent to such amendment- or (b) an entity that is unaffiliated witk~ the Cozporation or the

Cities (such as nationally recognized bond counsel) determines that such amendment 
will not

materially impair the interest of the owners and beneficial owners of the Bonds of such 
series and

is permitted by the terms of the Article. If the Corporation and the Cities so amend the p
rovisions

of this Article in connection with the financial or operating data which the Cities ar
e required to

disclose under Section 6.01 hexeof, the Cities shall provide a notice of such annendment to 
be filed

in accordance with Section 6.02(b) hereof, together with an explanation, in naz~rative form, 
of the

reason for the amendment and the impact of any change in the type of financial inform
ation or

operating data to be so provided. The Corporation and the Cities may also amend or 
repeal the

provisions of this Article if the SEC amends ox repeals the applicable provision of the Rule ax
 a court

of final jurisdiction enters judgment that such provisions of the Rule are invalid, but only if an
d to

the extent that the provisions of this sentence would not prevent an underwriter from 
lawfully

purchasing or selling Bonds in the primary offering of the Bonds.
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ARTICLE VII

COMPLIANCE WITH FEDERAL, STATE AND LOCAL LAWS

Section 7.01. Compliance with Federal. State and Local Laws. In addition to the provisions

of Section &.08 hereof, this Contract is subject to all applicable federal and State laws and any

applicable permits, ordinances, rules, orders andregulations of any lacal, state or federal government

authority having or asserting jurisdiction. The Contract is specifically subject to the rules of the

TNRCC and the Corporation shall have the right to terminate this Contract upon the Cities' nan-

compliance with the rules promulgated by the TNRCC. Pursuant to those rules the parties will

cam~aly with the following requirements:

Section 7.02, ~ecordkeenin amend Reporting. The Cities and the Corporation shall maintain

records an site for a period of five (5) years.

1, Records to be maintained by the Corporation include:

A. copies of notifications made to the TNR.CC concerning water pxojects;

B. as applicable, copies of eontxacts nczade with each watex user.

C. records of voluane of water delivered to each watex user per delivery.

D. water quality analyses.

2. The Corporation shall report to the TNRCC on a monthly basis the following

information on farms furnished by the Executive Director of the TNRCC.

A, volume of water delivered to the Cities.

B. duality of water delivered to the Cities reported as a nnonthly average

for each quality criteria except those listed as "not to exceed" which

shall be reported as individual analyses.

Such reports are due to the TNR.CC by the 2Qth day of the m.anth following the reporting

period.

The foregoing requirements of this Article VlZ shall be amended as necessary to comply with

the rules of the TNRCC.

All costs of compliance with the rules of the TNRCC shall be paid by the Corporation, but

such costs shall be considered an Operation and Maintenance Expense.

594033.6 -Z~-



ARTICLE VIII

GENERAL ~'ROVISZONS

Section $.01. Participation by the Parties. The Coz-~oration and each of the Cities each

represents to the others that it is empowered by law to participate in the acquisition, construction,

and financing of the Project, and to execute this Contract and other agreements and documents as

are ox may hereafter be required to accomplish the same; and that its participation in the k'roject and

execution of this Contract have been duly authorized by action of its governing body at a meeting

conducted in accordance with the Texas Open Meetings Act, as amended, Chapter 551, Texas

Government Code. The Corporation and each of the Cities agree to furnish to the other such

documentation or evidence of its authority to so participate and execute the contracts and other

a~reer~nents as the other party nrxay reasonably request, and to take and perform such other and further

actions and execute such other agreements and dacu~aents as nnay be reasonably required to carry

out the provisions of this Contxact.

Section 8.02. Insurance. (a}The Corporation agxees to carry public liability insurance on the

Project far purposes and in amounts which ordinarily would be carried by a privately owned utility

company owning and operating such facilities, except that the Corporation shall not be required to

carz~y liability insurance except to insure itself against risk of loss duo to claina:s for which it can, in.

the opinion of the Corporation's legal counsel, be potentially liable considering relevant

governmental immunities of the Cities and the Corparatzon. The Corporation shall also carry

property casualty insurance itt the amount of the replacenraent value of all improverxaents and personal

prapez~ty connected with the Pxoject (less a deductible comparable to the deductible on the Cities'

property insurance far Cities property generally).

All premiums for such insurance shall constitute an expense of the Project but may be paid

out of the proceeds of the Bonds to the extent that such pxoceeds are available. In the event the

Cazporation is required to pay a deductible with respect to a claim under any such policy, the amount

of such deductible shall constitute an expense and shall be paid by the Cities.

(b) The Corporation shall require the contzactor ox contractors employed for construction

of the Project to caz7ry insurance coverages throughout the construction period ~n at least the

following amounts: (1) workers' compensation: State law limits; (2) general 3iability (including

contractual liability) and autoanobile liability: one hundred thousand dollars ($100,000) per person

and per occurrence for bodily injury and one hundred thousand dollaxs ($1QO,000) for property

damage; {3) builder's risk; full replacement value of improvennents; (4) performance and payment

bond: full value of contract; (S) cost ovemin insurance; and (6) timely completion insurance. The

Cities shall be furnished with a certified copy of such effective policy of insurance prior to

commencement of construetioz~, Such insurance policies shall name the Corporation and the Cities

as additional insureds, and the Coxparation shall be pxovided with a certificate of insurance showing
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the requi red coverages and providing that the policies may not be canceled, changed, or not renewed

until the Corrparation has been given thirty (30) days prior written notice of such event,

(c) The insurance required by this secCion maybe modified by written agreement of the

Cities and the Corpozation, in accordance with good business practice. Any questions about the

scope of coverage requixed hereunder shall be resolved by written agreement between the Cities and

the Corporation. The parties can agree to substitute an owner controlled insurance program for any

of the above specified insurance requirements.

Section 8.03. Force Majeure. If by reason of Force Majeure any party hexeCo shall be

rendered unable wholly nr in part to carry out its obligations under this Contxact, other than the

obligation of the Cities to make the payments required under Sections 3.Q5, and 5.02 of this

Contract, then if such party shall give notice and full particulars of such Force Majeure in writing

to the other party within a reasonable time after the occurrence of the event or cause relied an, the

obligation o~ the party giving such notice, so far as it is affected by such Force Majeure, shall be

sus~anded during the continuance of the inability then claimed, but for na longer period, and any

such party shall endeavor to remove or overcome such inability with all reasonable dispatch. The

term "Force Majeure" as employed herein shall mean acts of God, strikes, lockouts or other

industrial disturbances, acts of public enemy, orders of any kind of the Gaveznment of the United

States or the State o~ Texas, ar any civil or military authority, insurrection, riots, epidemics,

landslides, lightning, earthquake, tires, hurt canes, blue northers, storms, floods, washouts, droughts,

arrests, restraint of government and people, civil disturbances, explosions, breakage or accidents to

machinery, pipelines ar canals, partial or entire failuxe of water supply, inability on the part of the

Car oration to deliver water far any reason, or an account of any other causes not reasonably within

the control of the party claiming such inability.

Section 8.04. Unconditional Obligation to Make Payment. Recognizing the fact that the

Cities urgently require the facilities and services of the Project, and that such facilities and services

are essential and necessary for actual use and far standby purposes, and recognizing the fact that the

Annual J?ayments to be recezved from each of the Cities Will be the primary source of funds

available to the Cozporation and the Trustee to pad the Bonds, and recognizing the fact that

purchasers of Bonds will rely on the obligation of the Cities to make Annual Payments in accordance

with the provisions of this Contract, each of the Cities hereby waives all rights of seC-off,

recoupment, counterclaim, suspension, deferment, zeduction, and amendment, with respect to

making the Annual Payments against the Corporation, the Trustee, and any other direct or indirect

recipients of Annual Payments, and the Cities agree that, if the Bonds are issued, they shall be

unconditionally obligated to pay the Annual Payments as provided and determzned by this Contract,

regardless of whether or not the Corporation actually acquzres, constructs, or completes the Project

or breaches any obligation on its part hereunder, and whether or not the Cities actually uses the

Project, whether due to Force Majeure or any other reason whatsoever, regardless of any other

provisions o~ thxs Contract, any other contract or agreement between any of the partzes hereto. This

544033.6 "3 ~-



covenant by each of the Cities shall be for the benefit of and enforceable by the owners of the Bonds

and/or by the Coz-poxation.

By entering inta Chis Contract and pez-~orming its obligations under any Section of this

Contxact, the Cities do not release any persons from ox waive any claims against such persons that

the Cities may have resulting from actions by such persons contrary to that person's legal obligations.

Section 8.05. Terzxx of Contract. This Contract shall be effective from and after its date, and

this Contract shall continue in force and effect until the principal of and interest on all Bands shall

have been paid or provision for the payment of all of the Bonds has (peen made in accordance with

the terms of the Bond ResaXution and thereafter continue in force and effect during the entire useful

life of the ~'roject. When the principal of and interest on all Bonds shall have been paid or provision

for the payment of all of Che Bonds has been nnade in accordance with the terms of the Band

Resolution and all amounts owed to the Corporation, the Trustee, or any other person hereunder have

been paid, all money held by the Trustee ox the Corporation pursuant to the terms of the Bond

Resolution shall be paid to the Corporation. Upon the tezmination of this Contract, the Corporation

will charge each of the Cities a per gallonage charge (ox other published rate) for water delivered to

the Cities in accordance with the Corporation's then existing rate schedule.

Section 8.06. Modification. No change, amendment, or modification of this Contract shall

be made ar be effective which will affect adversely the prompt payment when due of ali money

required to be paid by the Cities under the terms of this Contract and na such change, amendrz~ent,

or modification shall be made or be effective which would cause a violation of any provisions of an
y

Bond Resolution.

Section 8.07. Addresses and ZVotice. Unless otherwise provided herein, any notice,

communication, request, reply, or advice (herein severally and collectively, for convenience, called

"Notice") herein pxovided ox pezxnitted to be given, made, or accepted by any party to the other

parties must be in writing and maybe given or be served by depositing the same in the United State
s

mail postpaid and registered ox certified and addressed to the party to be notified, with retarn receipt

requested, or by delivering the same to an officer of such party, ar by prepaid telegram when

appropriate, addressed to the party to be notified. Notice deposited in the mail in the manner

hereinabove described shall be conclusively deemed. to be effective, unless otherwise stated herein,

from and after the expiration of three days after it is so deposited. Notice given in any othex manner

shall be effective only if and when received by the party to be notified. Por the purposes of 
notice,

the addresses of the parties shall, until changed as hereinafter provided, be as follows:
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If to the Corporation.

President, Soard of Directozs
Schertz/Seguin Local Government Corporation
c!o City Manager
City of Schertz, Texas
1.400 Schertz Parkway
Schertz, Texas 78154

If to the Cities:

City Manager
City of Schertz, Texas
1400 Schertz Parkway
Schez~tz, Texas 78~ S4

City Manager
City of Seguin, Texas
2~0 East Gonzales
Seguin, Texas 781.SS

The Corporation and the Cities hereto shal] have the right from time to time and at any time to

change their respective addresses and each shall have the right to specify as its address any other

address by at least fifteen (15) days' written notice to the other parties.

Section 8.0&. State ar Federal Laws1Rules. Urders, ox Regulations. This Contract is subject

to all applicable federal and State Laws and any applicable permits, ordinances, rules, orders, and

regulations of any local, state, or federal gavernz~.ental authority having or asserting jurisdiction but

nothing contained herein shall be construed as a waiver of any right to question ar contest any such

haw, Ordinance, order, zule, or regulation in any forum having jurisdiction and the Cities and the

Corporation represent that, to the best of their knowledge, na provisions of any applicable federal

or State haw, including the City Charters of the Cities, nor any permit, ordinance, rule, order, or

regulation of either party will limit or restrict the ability of eithez~ party to carry out their respective

obligations under or contemplated by this Contract.

Section 8.09. Severabilit .The parties hereto specifically agree that in case any one or more

of the sections, subsections, provisions, clauses, or words of this Contract or the application of such

sections, subsections, provisions, clauses, ox wards to any situation or circumstance should be, ox

should be held to be, for any reason., invalid or unconstitutional, under the laws ar constitutions of

the State or the United States of America, or in contravention of any such laws or constitutions, such

invalidity, unconstitutionality, or contravention shall not affect any other sections, subsections,

provisions, clauses, or words of this Contract ar the application of such actions, subsections,
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provisions, clauses, or words to any other situation or circumstance, and it is intended that this

Contract shall be severabXe and shall be construed and applied as if any such invalid ax

unconstitutional section, subsection, provision, clause, ar ward had nat been included herein, and

the rights aid obligations of the parties hereto shall be construed and remain in foxce accordingly.

Section 8.10. Remedies Upon Default. It is not intended hereby to specify (and this Contract

shall not be considered as specifying) an exclusive remedy far any default, but all such other

remedies (other than termination) existing at law or in equity may be availed of by either party hereto

and shall be cumulative. Recognizing that failure in the perfor~xzance of the Cities' obligations

hereunder could not be adequately compensated in money damages aline, each of the Cities agrees

in the event of any default on its part that the Corporation and the owners of the Bonds as third-party

beneficiaries shall have available to them. the remedies of mandamus and specific pez-farmance in

addition to any other legal or equitable remedies (other than termination) which nnay also be

available to them. Notwithstanding anything Co the contrary contained in this Contxact, any xight ox

remedy or any default hereunder, except the right of the Cozporation to receive the Annual Payments

and the provision of Sectzon 3.09 hereof, which shall nevex be determined to be waived, shall be

deemed to be conclusively waived unless asserted by a proper proceeding at law ar in equity within

two (2) years plus one (1) day after the occurrence of such default. No waiver or waivers of any

breach ox default (or any breaches or defaults} by any party hereto oz of the performance by any other

party of any duty or obligation hereunder shall be deemed a waiver thereof in the future, nor shall

any such waiver or waivers be deemed ar construed to be a waiver of subsequent breaches or defaults

of any kind, character or descz~ption, under any circumstances.

Section 8.11 Venue. All amounts due under this Contract, including, but not limited ta,

payments due under this Contract or damages for the breach of this Contract, shall be paid and be

due in Guadalupe County, Texas, which is the County in which the principal administrative offzces

of the Cozporation az~ located. It is specifically agreed among the parties to this Contract that

Guadalupe County, Texas, is the place of performance of this Contract; and in the event that any

legal proceeding is brought to enforce this Contract ox any provision hereof, the same shall he

brought in Guadalupe County, Texas.

Section 8.12. Statutory Authority. In entering into this Contract and pez~forming all duties

and obligations hereunder, the Cities and the Corporation exercise their authority under and in

accordance with the State Constitution and laws including, but nit limited to, the Act, Chapter 402,

as amended, '~'exas Local Government Code; Chapter 1502, as amended, Texas Government Code

(formerly Texas Revised Civil Statutes Annotated Articles 1111 through 1118), the Cities' Home

Rule Chartex; Chapter 1371, as amended, Texas Government Code (formerly Texas Revised Civil

Statutes Annotated Article 717q,) and all other laws which may authorize this Contract, all of which

provisions and laws, cited or not cited herein, shall cumulatively provide the authority fox this

Contract.
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Section 8.13. .indemnification. FOR SO LONG AS THE BANDS ARE OVZ'STANDING

AND UNPAID, AND ALSO WXTH RESPECT TO ANY CLAIM THAT MAY ARISE OUT

OF THE OFFER AND SALE OF THE BONDS Off' ANY SERIES OR THE ALLEGED

MISSTATEMENT OR. OMISSION OF A NXATERIAL FACT ~N OR FROIVZ ANY SALE

AND OFI~'ERING DQCUMENT RELATING TO EITHER OF THE CITIES USED IN

CONNECTIQN THEREWITH, TO THE EXTENT PERMITTED BY LAW, EACH OF THE

CITIES AGREES Tp INDEMNIFY AND SAVE A1~D HOLD HARMLESS THE

C(}RPORATION, AND THE OTHER CITY, XTS OFFICERS, DIRECTORS, AGENTS,

FINANCIAL ADVXSORS, ATTORNEYS, AND EMPLOYEES, AND THE

UNDERWRITERS OF ANY SUCH OFFERING AND THEIR DIRECTORS, ~FFTCERS,

EMPI,OXEES, AND AGENTS, AND ALL PERSONS WHO CONTR~I., THE SAME

WITHIN THE MEANING OF THE FEDE~tAL SECURITIES LAWS, FROM AND

AGAINST ALL CLAIMS THA`~ MA.Y ARYSE AS A RESCILT OF ANY UNDERTAHING,

ACT, OR OMISSION, WHETHER NEGLxGENT OR NOT, WHICH YS DONE OR

OMITTED TO BE DONE BY THE CITIES OR ANY OF THEIR OFFICERS,

COUNCII..MEN, AGENTS, ATTORNEYS, AND EMPLOYEES, RELATING TO THE

PRQJECT OR P]ftOVIDING INFORMATION FQR INCLUSION IN THE SALE 
AND

OFFERING DOCUMENTS. IF ANY SiTCH CLAIM IS BROUGHT AGAINST ANY
 SUCH

INDEMNXFIED PERSON, THE CITIES SHALL PAY ALL COSTS ~NCUR,[tED BY 
SUCH

PERSON IN DEFENDING AND (SUBJECT TO APPLICABLE RULES OF ATTO
RNEY

CONDUCT) MAY CONTROL THE DEFENSE 4F SUCH CLAIM.

Section 8.14. Contract not £or Benefit of Third Parties. This Contract is made for the

exclusive benefit of the Cities, the Carporatian, the Trustee, the owners of the 
Bonds, the parties to

any Credit Agreements, the underwriters of any offering of and remarketing age
nt and tender agent,

if any, for any Bonds, and their respective successors and assigns herrein permitted,
 and not far any

third party or parties othex than the Cozpoxation (including its officers, directors, emp
loyees, agents,

and attorneys}, the Trustee, the owners o~ the Bonds, the Cities, and the paxtie
s to any Credit

Agreements, the undez~writers of any offering of and remarketing agent and tender a
gent, if any, for

any Bonds, the otherpersons indemnified by Section 8.13 hereof, and their respectiv
e successors and

assigns herein permitted, any rights or remedies under ax by reason of this Contrac
t.

Section 8.15. Succession and Assignment. This Contract is binding on and inures to
 the

benefit of tl~e parties hereto and their respective successors, representatives, and as
signs. This

Contract may not be assigned by either party hereto without (i) complying with
 any provisions

relating to the right of the parties to assign this Contract contained in the Bond. 
Resolution and

(i.i) priox written notice to and approval by the other party, which consent rz~ay be withheld
 without

cause. The provisions of this Section do not affect the assignment of the Cozporation's 
rights under

tk~is Contract to the Trustee pursuant to Section 3.08.
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Section 8.16, Incar~aration o~ Preamble Recitals. The recitals contained in the preamble

hereof are hereby found to be true, and such recitals are hereby made a part of this Contract for all

purposes and are adopted as a part of the judgment and findings of the Corparation and the Cities.

Section 8.17. Independent Contractor. As among the parties, the Corporation shall be

solely responsible for the operation of the Project to produce and treat groundwater and to transport

water to the Cities pursuant to this Contract (except to the extent the Corporation and the Cities enter

into agreements for the Cities to operate parts of the Project); and the Carporatxon shall be an

independent contractor in the operation of the Project.

Section 8.18. Financing Statement. Bach of the Cities agrees at the request of the

Corpoxatian they shall execute a financing statement in a form satisfactory to the Coz-poration and

meeting the requirements of the Texas Uniform Commercial Cade to perfect any security interest

created hereby. The Czties further agree to execute such continuation statements or other dacuments

as may be necessary to maintain azay such security interest.

Sectzon 8.19. Entire A~reernent.

This Contract constitutes the entire agreezx~ent among the parties with respect to the matters

described herein.

Section 8.20. Applicable Law.

Tk~is Contract shall be governed by and construed in accordance with the laws of the State,

and the obligations, rights, and remedies of the parties hereunder shall be determined in accordance

witty such laws without reference to the laws of any other state~or jurisdiction, except for applicable

federal laws, rules, and regulations.

Section 8.21. Countez~arts.

This Contract maybe executed in counterparts, each of which shall be an original and all of

which together shall constitute but one and the same instrunnent.

Section 8.22. Reservation of Ri ht~ s to Utilize the Texas Water Development Board's State

Participation Account Program. The Cities and the Corporation hereby agree that the Corporation

may file an application with the Texas Water Development hoard (the "TWAB") to seek financial

assistance pursuant to the TWT~B's State Participation Account (the "TWDB Progrann") as

authorized pursuant to Article ID, Sections 49-d, ~9-d-2, and 49-d-8 of the Texas Constitution and

Chapter 16, Subchapters E and F, as amended, Texas Water Code. Ta the extent the Corporation

utilizes the TWDB Program to access funds to cannplete the Project, the TWDB Prog7ram's zu~es and

regulations require that the TWDB take an undivided ownership interest in up to SO% of the

infxastructure improvements comprising the Project. This undivided ownership interest is

s~ao~~.~ -36-



represented by a master agreement and other documents to be executed between the Corporation and
the TWDB to effectuate the Corporation's ~znancial participation in the TWDB Program. Under the
TWDB Program, the Corporation will be obligated (and the Cities will be obligated to make Annual
Payments to reflect this financial obligation) to make lease ox other rental payments tp the TWDB
to repay its financial assistance which enabled the Corporation to construct the Project in a manner
in which excess capacity in the Project was innplemented on a regional basis.

(The remainder of this page intentionally left blank.,]
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IN WITNESS W~REOF, the parties hereto acting under authority of their respective
governing bodies have caused this Contract to be duly executed as of the day and year first above
written.

SCHERTZlSEGUIl~1 LdCAL GOVERNMENT
CORPORATION

Attest: By:
esident, Board of D ectors

ecretary, Board of Directors

CITY OF SCHERTZ, TEXAS

Attest:

City Secretary

Mayor

CITY OF SEGUIN> TEXAS

Mayor

Attest:

City Secretary

s~aa33.a -38- --



IN WITNESS WHEREOF, the parties hereto acting under authority of their respective

baverning bodies have caused this Contract to be duly executed as of the day and year first above

written.

Attest:

Secretary, Board of Directors

Attest:

City Secretary

SCHERTZ/SEGUTN LOCAL GOVERNMENT
CORPC7RATION

President, Board of Directors

CTTY RTZ, TEXAS

% a
By. ,~U.~.-.,_,,

Mayor

CITY OF SEGIIIN, TEXAS

Mayor

Attest;

City Secretary
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IN WITNESS WHEREOF, the parties hereto acting under authority of their respective
governing bodies have caused this Contract to be duly executed as of the day and year first above
written.

Attest:

SCHERTZ/SEGUIN LOCAL GOVERNMEN'~'
CORFORATION

Secretary, Baard of Directors

President, Board of Directors

CITY OF SCHERTZ, TEXAS

I:

Attest:

City Secretary

Mayor

Attest:

- ~.
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MUTUAL REGIONAL WATER SUPPLY CONTRACT • 

THIS MUTUAL REGIONAL WATER SUPPLY CONTRACT (This "Contract") is 
entered into by and among the Sebertz/Seguin Local Govenunent Corporation (the 
"Corporation"), a non-profit corporation of the State of Texas (the "State"), created and 
existing under the laws of the State, including the Texas Transportation Corporation Act, as 
amended, Texas Transportation Code Section ,431.001 et. seq., the City of &hertz, Texas, a 
home-rule city ("Schertz"); the City of Seguin, Texas, a home-rule city ("Seguin"); and the City 
of San Antonio, Texas, a home-rule city, acting by and through its San Antonio Water System 
("SAWS"). 

RECITALS  

WHEREAS, Seguin and Schertz (collectively, the "Cities") have approved the creation of 
the Corporation as their constituted authority and instrumentality to accomplish the specific 
public purpose of acquiring, constructing, improving, enlarging, extending, repairing, 
maintaining, and operating a water utility system, pursuant to the provisions of Chapter 552 of 
the Texas Local Govermnent Code,  as  amended, and other applicable  law; 'and for  the purposes 
set forth in the Corporation's Articles of Incorporation, including the issuance of bonds to 
finance the costs of the water utility system; and 

WHEREAS, each of the Cities and the CoToration have entered into A contract entitled 
"Regional Water Supply Contract" dated November 15, 1999 (the "Corporation/City Contr4ct") 
which unconditionally obligates each of the Cities to pay one-half of the debt service on the 
Corporation's bands and other obligations and entitles each of the Cities to one-half of the water 
provided by the Corporation; and 

WHEREAS, in order to deliver the water to which the Cities are entitled under contracts 
with the Corporation and to other potential purchasers on a regional basis, the Corporation has 
constructed facilities, lines, booster pumps, treatment facilities, and other appurtenances, 
acquired interests in property; and acquired regulatory approvals for the production and transport 
of groundwater (the "Corporation's Water System"); and 

WHEREAS, SAWS provides water service to its customers in Bexar County and 
turroUnding areas through a water production, freatment, storage, and distribution system (the 
"SAWS Water System") in close proximity to the Corporation's Water System; and 

WHEREAS, the Corporation has determined that the Corporation's Water System 
currently has capacity to temporarily supply water in excess of the current needs of the 
Corporation's existing customers, including the Cities, and the City of Selma, the City of 
Universal City, the City of Converse (for a limited five-year term) and Springs Hills Water 
Supply Corporation (jointly referred to as the "Initial Customers") and that the Corporation's 
existing facilities can be increased to produce, treat, and deliver water that is temporarily in 
excess of the then-demand by the Cities, the Initial Customers, and other persons who may 
contract with the Corporation for the purchase of a specified volume of water; and 

; 

 



WHEREAS, SAWS desires to obtain an additional water supply to supplement its 
existing water supply sources and is willing to accept delivery of treated water from the 
Corporation that is available to the Corporation from the Corporation's own sources and is 
determined by the Corporation from time to time to be in excess of the demands of the Cities and 
the Corporation's initial Customers; and 

WHEREAS, operating the Corporation's Water System at full volume creates 
opportunities for the Corporation to reduce the rates paid by all of its customers due to the 
economies of scale; and 

WHEREAS, SAWS plans to install a well field in western Gonzales County in the 
vicinity of the Corporation's Water System to produce groundwater from the Carrizo Aquifer 
formation, subject to obtaining and maintaining permits from the Gonzales County Underground 
Water Conservation District ("GCUWCD"), and the proposed wells and related infrastructure, if 
permitted, will be available to deliver untreated groundwater to the Cmporation's Water System 
for treatment; and 

----WHEREAS,_SAWS _anticipates the opportunity to anquire additional groundwater frOra _ _ 
sources in the region; and 	 ' 

WEERBAS, the Corporation and SAWS have detemined that significant efficiencies 
and cost savings can be achieved for the COrporation and SAWS by SAWS delivering untreated 
groundwater to the Corporation's Water System and the Corporation delivering treated water to 
the SAWS Water System; and 

WHEREAS, the CoToration has determined that the Corporation's Water System has 
available cgracity in its existing transportation pipeline from Gonzales County to transport the 
volume of water at the rate of delivery required for the Corporation to satisfy its contractual 
obligations to the Cities and the Initial Customers of the Corporation, and to deliver an additional 
12,688 acre-feet of water annually of SAWS Water (defined in Section 1.03 of tbis Contract) to 
SAWS as described in this Contract, but additional upgrades to the Corporation's Water System 
are required to receive, treat, and pump the water to b6 delivered by SAWS to the Corporation as 
described in this Contract; and 

WHEREAS, integration of treated water from the Corporation's Water System into the 
SAWS Water System and the emergency delivery of treated water from the SAWS Water 
System to the Corporation's Water System will require SAWS to acquire interests in real 
property sad regulatory approvals, and to construct transmission pipelines, booster pumps, 
storage facilities, and other appurtenances to the SAWS Water System, but SAWS could avoid, 
or delay for a substantial period of time, the need to construct a water pipeline connecting its 
proposed well-field to SAWS' existing treatment facility and the expansion of the treatment 
facility at a significant cost savings; and 

WHEREAS, the Corporation and SAWS have determined that obtaining water from each 
other with the written consent of the Cities is in their mutual best interest and that the terms and 
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conditions Of this Contract are fair and reasonable and that there is no disparate bargdining power 
between the parties to this Contract; and 

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein 
contained, the sufficiency of which are hereby acknowledged, and upon and subject to the terms 
and conditions hereinafter set forth, the Corporation, the Cities, and SAWS mutually undertake, 
promise, and agree as follows: 

ARTICLE I 

MUTUAL DELNERY OF WATER 

Section 1.01. Surplus Water.  Subject to receiving and maintaining any necessary 
regulatory approvals from the OCUWCD, the Corporation agrees to sell, and. SAWS agrees to 
buy, sniping treated water from the Corporation in accordance with the terms of this Contract. 

A. Definition,  "Surplus Water" is the treated water available to the Corporation and 
	which the Corporation has  pipeline capacity to transport to the  Corporation's  Point of 

Delivery (as described in this Contract) from any source other than water delivered by 
SAWS in excess of the amount required to meet the then- actual usage of the Cities 
(as that demand may increase or decrease from time to time on an annual basis) and 
the Initial Customers. The annual projected amount of Surplus Water shall be 
detennined by the Corporation. SAWS acknowledges that (1) the amount of Surplus 
Water available for purchase by SAWS under this Contract is limited by the transport 
capacity of the Corporation's existing pipeline between the Corporation's Water 
Treatment Plant and Schertz; (ii) the Corporation may have excess treated water 
available at the Water Treatment Plant and the existing booster pinup station located 
south of Seguin, and/or excess untreated water at the Corporation's wells and Water 
Treatment Plant; and (iii) the Corporation may make this excess water available for 
purchase by persons other than SAWS and is not obligated by this Contact to make 
the excess water available at these locations available for purchase by SAWS. 

B. Supply Start Date.  The availability of Surplus Water to SAWS under this Contract 
will begin upon request by SAWS following (1) completion by the Corporation of 
delivery facilities as described in Section 1.09 of this Contract at the Corporation's 
Point of Delivery, and (ii) completion by SAWS of the SAWS' facilities on SAWS' 
side of the meter at the Corporation's Point of Delivery as those facilities are 
generally described in Section 1.04.B.4 of this Contract. 

C. Share of Surplus Water Available for SAWS.  SAWS shall have the right to purchase 
up to seventy-five percent (75%) of the Surplus Water, lf, at the time of each annual 
determination by the Corporation of the amount of Surplus Water, SAWS is the only 
entity agreeing to buy Surplus Water from the Corporation, then SAWS shall have the 
right to purchase up to the full estimated volume of the Surplus Water the 
Corporation can make available at the Corporation's Point of Delivery. However, if 
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other parties have contracted with the Corporation to purchase a, portion of the 
Surplus Water, SAWS shall have the right to purchase at least seventy-Eve percent 

• (75%) of the Surplus Water plus any amount of the remaining twenty-five percent 
(25%) of the Surplus Water not committed to the Corporation's other custoMers, all at 
the Corporation's Point of Delivery. In no event shall the Corporation commit more 
than twenty-five percent (25%) of the Surplus Water to any person other than SAWS. 

D. Notice.  No later than June 1 of each year, beginning in 2013, the Corporation shall 
notify SAWS in writing of the amount of Surplus Water available for SAWS during 
the upcoming calendar year and the expected timing of delivery of such Surplus 
Water, Within thirty (30) days of receipt of the written notice, SAWS shall notify the 
Coiporation in writing of the amount of Surplus Water SAWS agrees to accept for the 
upcoming calendar year. 

E. Surplus Water Commitment.  SAWS shall not be obligated to accept any amount of 
the Surplus Water into the SAWS Water System. However, SAWS shall be obligated . 
to pay the Corporation at the rate set forth in Section 2.03.B on a monthly basis for an 

	 amountequal_to_oneAwel.fth_of_theannual eommittnent  of Sutpjus Water that SAWS 
has agreed to accept during the calendar year. If the Corporation is unable to actiially 
deliver the volume of Surplus Water that SAWS has agreed to accept and. for which 
SAWS has paid, the Corporation agrees to credit the amount of overpayment to any 
future payments due under this Contract, except for payments due under Section 2.01 
and Section 2.02.B, during the next calendar year. The Corporation may make 
available to any person the amount of Surplus Water in excess of the volume of 
Surplus Water that SAWS agreed to accept. 

F. Monthly Estimates.  SAWS and the Corporation acknowledge that the volume of 
Surplus Water stated in the annual notice described in subsection 1.01C above will be 
conservative. During the calendar year, the Corporation may determine, in its sole , 
discretion, that additional amounts of Surplus Water may be available for purchase by 
SAWS and others. The Cotporation will give notice to SAWS regarding the updated 
availability of Surplus Water, and the provisions of subsection 1.01C and E shall 
apply to the additional volume of Surplus Water. 

G. Surplus Water Facilities,  The Corporation shall use due diligence to expeditiously 
design and 'construct the delivery facilities at the Corporation's Point of Delivery 
following execution of this Contract, but in no event later than January 1, 2014, 
SAWS shall use due diligence to expeditiously design and construct SAWS facilities 
on the SAWS side of the Corporation's Point of Delivery following execution of this 
Contract in order to receive Surplus Water, if any, from the Corporation, but in no 
event later than January 1, 2014. 

H. Regulatory Approvals.  The Corporation's obligations under this Section 1,01 ,of this 
Contract are contingent upon the Corporation obtaining and maintaining any 
authorizations or approvals required from the GCTJWCD for the Corporation to sell 
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SuTlus Water to SAWS. The Corporation will be responsible for obtaining this 
authorization, if required. 

I. SAWS Improvements.  The Corporation shall be under no obligation to deliver any 
portion of the Surplus Water to SAWS unless and until SAWS substantially 
completes the improvements described in Section 1.04.8.4 and SAWS has taken all 
the actions required on its part so that the Corporation may substantially complete the 
Emergency Interconnect described in Section 1.15. 

J. Times and Rate of Delivery.  The time and rate of delivery of the Surplus Water 
requested by SAWS under this Contract shall be detennined by the Corporation's 
designated representative in its sole discretion. The Corporation's duty to satisfy 
then-actual demands of Schertz and Seguin and the Initial Customers as determined 
on an annual basis will take priority over deliveries of Surplus Water to SAWS. 

Section 1.02. Option.  The Corporation grants SAWS the option to commit, in the future, 
to purchase water treatment services from the Corporation and sell treated water to the 
	Corporationsubjectto_the_c.onditions mut requirements set forth in this Contract The term of 
this option shall begin on the Effective Date (as defined in Section 3.01) of this Contiact mid - 
shall end forty-eight (48) months after the Effective Date of this Contract, During the term of this 
option, the Corporation shall reserve capacity within that portion of the Corporation's Water 
System consisting of the pipeline from the Corporation's existing water treatment plant to the 
existing ground storage tank in Selzertz to discharge its potential obligations to SAWS under this 
Contract. SAWS may in its sole discretion exercise this option by notifying the Corporation, in 
writing, of its intent to do so, and delivering to the Corporation the notice and check described in 
Section 1.06.A of this Contract. 

Section 1,03. Capacity Reservation Fee,  The Corporation and SAWS acknowledge and 
agree that the Corporation is unable to commit the transport capacity in the Corporation's 
existing pipeline to other persons while SAWS is deciding whether or not to pursue the 
Expansion (as defined in Section 1.04.A) and during construction of the Expansion, if applicable. 
Therefore, during the option term described in Section1 .02, SAWS shall pay to the Corporation 
an annual Capacity Reservation Fee in the amount of Five Hundred Thirty Eight Thousand 
Dollars ($538,000), payable in equal semi-annual installments on March 1 and October 1 of each 
year, commencing March 1, 2011. The obligation of SAWS to pay the Capacity Reservation Fee 
shall.  continue until the option described in Section 1.02 ends if SAWS does not exercise the 
option or, if SAWS timely exercises the option, then until SAWS Water (as used in this Contract, 
a reference to "SAWS Water" means the volume of water that SAWS delivers to the Corporation 
for neatment) is treated by the Corporation and delivered to SAWS at the Corporation's Point of 
Delivery, whichever shall first occur. If delivery of SAWS Water occurs prior to a payment date 
or between the two payment dates, no further Capacity Reservation Fee $ 	 all be due or owed by 
SAWS. No portion of the Capacity Reservation Fee payment will be refunded by the 
Corporation to SAWS. 

Section 1.04.  System Improvements. 



A. Corporation Water System,  Subject to the conditions set forth in this Contract and 
receiving and maintaining any necessary regulatory approvals from the Texas 
Commission on Environmental Quality ("TCEQ") and the GCUWCD, the 
Corporation agrees to design and construct infrastructure improvements to the 
Corporation's Water System to receive from SAWS untreated groundwater in a 
volume, rate, and quality set forth in this Contract and to deliver treated water to 
SAWS at the volume, rate, and quality set forth in this Contract, The required 
infrastructure improvements shall be referred to in the Contract as "the Expansion." 
The Corporation -will use its best efforts to substantially complete the Expansion 
within fifteen (15) months alter receipt of the funds for the Expansion. In addition to 
the currently funded and designed additions to the Corporation's existing treatment 
plant and delivery and storage capacity as of the Effective Date, the improvements 
known as of the Effective Date to be required for the Expansion are sumniarized on 
the attached Exhibit A, along with the estimated cost as of the Effective Date. 
However, the actual improvementa will not be lmown until the preliminary 
engineering report described in this Contract is completed, and the actual cost of the 
improvements will not be known until bids from contractors are received, The 

	 improvements for the Expansion will include the facilities and equipment required for 
the Metering Station and Metering Equipment as descriFed in tins Contract forthe -  -- 
SAWS Point of Delivery and the Corporation's Point of Delivery. Provided, however, • 
the Corporation may install additional or different improvements in order to satisfy its 
obligation to SAWS under this Contract and the Corporation's other customers. As 
changes to the planned improvements for the Expansion are proposed, the 
Corporation will notify SAWS and will cooperate with SAWS during the planning 
and design phases so that the needs of both parties are known and considered. 

After the Expansion is financed in accordance with Section 1,06.E of this Contract, 
the Corporation may install additional improvements in order to satisfy its obligation 
to SAWS under this Contract and the Corporation's other customers, but in no event, 
however, shall these additional or different improvements result in costs to SAWS in 
addition to those costs shared with the Corporation's other customers through the 
Corporation' s rates. 

B. SAWS Water System.  As a condition to SAWS receiving water other than Surplus 
Water from the Corporation under this Contract, SAWS, at its sole cost, must satisfy 
all of the following requirements: 

1, Permits. Obtain and continue to hold permits issued by the GCUWCD and/or 
other groundwater districts to produce water from the Carrizo Aquifer formation 
and to transport the produced water outside the boundaries of the GCUWCD 
and/or other local districts. The opportunity of SAWS to obtain water other than 
Surplus Water from the Corporation under this Contract is limited to the 
authorizations under permits held by SAWS and any additional water available to 
SAWS by contract with third parties, 



2. Improvements.  Complete the wells and well collection lines and other 
improvements to the SAWS Water System required to deliver to the SAWS Point 
of Delivery untreated groundwater produced from the Carrizo Aquifer formation. 
The improvements shall include a Supervisory Control and Data Acquisition 
("SCADA") system compatible with the Corporadon's system as upgraded, and 
the Corporation will have access to the information regarding the SAWS well 
field shown on the SCADA system and acoess to suck controls as may be required 
for the convenient and proper operation of the treatment processes. 

3. Mitigation Agreement.  Aecept and sign a mitigation agreement with the 
GCUWCD as required by the GCUWCD establishing a mitigaton fund for wells 
in western Gonzales County containing substantially the terms of the mitigation 
agreement imposed by the GCUWCD upon the Corporation on March 16, 2010, 
make the initial deposit into the mitigation fund, and continue to make deposits 
into the fund pursuant to the mitigation agreement. 

4. Pipeline, Pump Staidon, and Storage Tank.  Install a pipeline and pump 
	station/storage tank to receive Water from the Corporation on the SAWS side of 

the meter at the Corporation's Point of Deli -Very, SAWS—Sr.U.11—riot-us-c,-  --- 
consume, sell, or transfer any water between the Metering Station and the Air 
Gap, as described in Section 1.16 of this Contract. 

C. City of Sclegg. Water System. Schertz agrees to: 

1. Cooperation.  Cooperate with the Corporation and SAWS regarding the 
installation of the Emergency Interconnect described in Section 1.15 below and to 
allow the use of its water distribution system to transport water received through 
the Emergency Interconnect. 

2. Facility Sites and Easements.  Within one hundred eighty (180) days of the 
Effective Date of this Contract, convey to SAWS for a sum determined by an 
appraisal agreed upon by Schertz and SAWS the facility sites and easements 
required by SAWS under this Contract and identified on Exhibit B, and work 
proactively and cooperatively with SAWS and the Corporation to assist in the 
identification and acquisition of any other property or easements deemed 
necessary by the Corporation to achieve the purposes of this Contract. 

3. 12/le4e_grin Allow the Corporation and SAWS to install the metering station and 
metering equipment required by this Contract on property owned by Schertz; 
provided, however, the location of the metering station and metering equipment 
shall be subject to approval by Schertz, 

4. Pump Station.  Allow SAWS to install high service pumps and a ground storage 
tank with a capacity, size and design determined by SAWS at the location 
identified in Exhibit C. 
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5. Water Transmission Main.  Allow SAWS to construct the water transmission 
main required by this Contract at the location identified in Exhibit B. 

6. nprovals.  Any approvals required to be obtained by SAWS from Sohertz under 
this Section 1.04 shall be obtained by SAWS in advance of final desiin of any of 
the improvements described in this Section 1.04. 

Section 1.05, Delivery.  In addition to the Surplus Water to be delivered by the 
Corporation to SAWS, and subject to the terms and conditions of this Contract: 

A. Supply by Corporation. Upon (i) completion of the Expansion, (h) satisfaction by 
SAWS of the conditions described in Section 1,04.B. above, (iii) receipt of untreated 
groundwater from SAWS, and (iv) payment by SAWS to the Corporation for services 
in accordance with tbis Contract, the Corporation will make treated water available to 
SAWS at the Corporation's Point of Delivery, in an amount equal to the amount of 
untreated water delivered by SAWS to the Corporation at the SAWS Point of 
Delivery, less_a reassarableyolumeof treatment  and transportation loss not to exceed 
twelve percent (12%) per annum (the "Annual Water Loi')itah 	AarMaxinnunr 
(hereinafter defined) not to exceed the amounts set forth in Subsection C below and at 
a quality set forth in this Contract. The limit of twelve percent (12%) loss will not 
include or apply to water lost during major leaks in storage or transportation facilities 
due to force majeuxe as defined in Section 6.02 of this Contact. 

B. 5upply by SAWS,  

1, Untreated Water.  SAWS will deliver to the Corporation untreated water produced 
from the Carrizo Aquifer formation at (or through) the SAWS Point of Delivery; 
provided, however, such delivery is conditioned upon SAWS (i) obtaining and 
maintaining the necessary permits from TCEQ and the GCUWCD and (ii) 
constructing the proposed wells and related facilities and pipelines necessary to 
deliver the untreated water. 

2. Emergency Water,  SAWS will deliver treated water from the SAWS Water 
System to the Corporation's Water System or to Schatz on an emergency basis as 
described in S ection 1.15. 

C. Annual Maximum Rate wad Maximum Instantaneous Rate.  The term "Annual 
Maximum Rate" shall mean the amount of water delivered through the Delivery 
Meter during any calendar year and the term "Maximum Instantaneous Rate" means 
the amount of water delivered through the Delivery Meter during any consecutive 60 
seconds. The Corporation shall design and construct the Expansion so that the 
Corporation's Water System may receive mad treat groundwater from SAWS meeting 
the quality requirements set forth in this Contract at an Annual Maximum of 12,688 
acre-feet per year and Maximum Instantaneous rate of 9,500 gallons per minute (not 
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including the Surplus Water delivered to SAWS under Section 1.01), and deliver 
treated water to SAWS meeting the quality requirements set forth in this Contract at 
the stated Annual Maximum Rate, less actual losses during treatment and 
transportation, and at a Maximum Instantaneous Rate of 9,500 gallons per minute 
(not including the Surplus Water delivered to SAWS under Section 1.01). SAWS 
agrees not to deliver, or attempt to deliver, to the Corporation untreated water at a 
volume or rate that exceeds these maximum limits, and the Corporation is under no 
obligation to receive untreated water from SAWS in a volume or rate that exceeds 
these limitations. Pursuant to Section 2.02.D of this Contract, the Annual Maximum 
Rate during any year will be limited to the Annual Authorized Pumping Amount 
determined in accordance with Section 2.02. D of this Contract. Subject to these 
limitations on volume and rate, the Corporation agrees, on an annual basis, to treat 
and. deliver SAWS Water to SAWS prior to treating and delivering Surplus Water to 
SAWS, if SAWS Water is available. 

Section 1.06. Financing and Construction. 

--A;--PrellininaryEngineeringReport3AWS  may exercise its option to acquire water from 
the Corporation as described in Section 1.02 of this Coritiia ." briintifying—the -- 
Corporation in writing and delivering to the Corporation a check payable to the 
Corporation in the amount of $50,000. Upon timely receipt of the chock, the 
Corporation will cause its consulting engineer to immediately begin the preparation 
of a preliminary engineering report for the Expansion and to complete the report as 
soon as practicable. The preliminary engineering report must contain the following 
information: 

• The amounts, if any, previously paid by the Corporation for the preliminary 
design of the Expansion, as reflected by copies of invoices provided to SAWS; 

• The then-projected cost of designing and constructing the Expansion based upon 
projected costs at the time SAWS exercises its option; 

• A contingency equal to ten percent (10%) of the projected construction cost of the 
Expansion; 

9 Three years of capitalized interest on the Contract Revenue Bonds (hereinafter 
defined); 

• Projected premium on insurance policies relating to construction including a 
builders risk insurance coverage in the amount of the projected construction cost 
of the Expansion; and 

• Projected reserve fund requirements and insurance preminms for the Contract 
Revenue Bonds and other bond issue= costs and expenses. 

A draft of the report will be provided to SAWS for review sad comment, and SAWS 
will have thirty (30) calendar days to submit comments on the draft report A fmal 
engineeringreport will be submitted to SAWS within thirty (30) calendar days after 
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the receipt of SAWS comments or the expiration of the SAWS comment period, 
whichever occurs first. 

B. Termination of Expansion.  If SAWS does not want to proceed with the Expansion 
based upon the projected cost of the Expansion as set forth in the preliminary 
engineering report, SAWS will notify the Corporation of the decision within sixty 
(60) days of reoeiving the preliminary engineering report. Upon the Corporation's 
receipt of this notiee, the rights and obligations of SAWS and the Corporation under 
this Contract as they relate to' SAWS Water shall terminate. SAWS will not be 
entitled to any refund of any money previously paid to the Covoration, but shall have 
the continuing right to purchase Surplus Water in accordance with Section 1.01 of 
this Contract. 

C. Final Plans and Specifications and Bid.  If SAWS accepts the preliminary engineering 
report, then within sixty (60) days atter SAWS receives the preliminary engineering 
report, SAWS shall authorize the Corporation to prepare final plans and 
specifications, and to require the contractor(s) to provide the agreements and 

—insurancespecifiedin Exhibit Ddor _ the Expansion and to solicit construction bids in 
accordance with the Corporation's required proiiireiliorif -  protedtires7. -  
Corporation's costs to prepare the final plans and specifications ("Costs of Final Plans 
and Specifications") shall be billed by the Corporation to SAWS on a monthly basis 
as they are incurred, and shall be paid by SAWS to the Corporation within thirty (30) 
days of receipt of the monthly billing. In the event that the Corporation issues 
Contract Revenue Bonds as provided herein in Section 1,06,E and Section 2.01, the 
Corporation shall reimburse SAWS within thirty (30) days of issuance of such 
Contract Revenue Bonds the Costs of Final Plans and Specifications. Upon 
completion of the contract documents and plans and specifications, and upon receipt 
by the Corporation and SAWS of all regulatory approvals from the GCUWCD that 
may be required for the Corporation to receive and transport SAWS Water, 
containing permit terms and conditions that are acceptable to the holder of the peimit, 
the Corporation shall advertise for bids. At this time, the Corporation will also 
initiate the process to issue Contract Revenue Bonds subject to SAWS approval of the 
bid prices, The Corporation shall notify SAWS in writing of the bid results and the 
lowest responsible bid. In the event that the lowest responsible bid. received by the 
Corporation for construction of the Expansion exceeds the construction cost estimate 
reflected in the preliminary engineering report by more than twenty percent (20%), 
SAWS in its sole discretion may eleot not to proceed with the Expansion and shall 
notify the Corporation of its decision within sixty (60) days after receiving written 
notice of the bid results from the Corporation. In such event, SAWS' and the 
Corporation's rights and obligations under this Contract as they relate to SAWS 
Water shall terminate, 

D. Refund of Costs.  If the Corporation elects not to proceed with the construction of the 
Expansion without participation by SAWS, the Corporation shall so notify SAWS. In 
that event SAWS shall not be entitled to refund of the Costs of Final Plans and 

10 



Specifications. However, if the Corporation decides at any time within five years of 
the notice to proceed with the Expansion in such a manner as to utilize the final plans 
and specifications, the Corporation shall, within thirty (30) days of the decision, 
refund to SAWS the Cost of Final Plans and Specifications. The contract documents 
will require the contractor to hold the bid prices for ninety (90) days to allow SAWS 
forty-five (45) days to decide whether to pursue the Expansion. The Corporation shall 
not be obligated to award contracts prior to receiving the proceeds from the Contract 
Revenue Bonds. 

E. Request to Issue Contract Revenue Bonds. If the lowest responsible bid does not 
exceed the preliminary construction cost estimate by more than twenty percent (20%), 
or if SAWS wants the Corporation to proceed with the Expansion regardless of the 
bid prices, then SAWS shall request the Corporation to issue one or more series of 
contract revenue bonds (the "Contract Revenue Bonds") secured solely by the pledge 
of revenue received by the Corporation from SAWS pursuant to Sections 2.01 and 
2.02.B of this Contract and SAWS will fully cooperate with the Corporation in the 
issuance of such Contraet Revenue Bonds. SAWS must deliver its written request to 
	the_Corporation_withinforty-five (45) calendar days atter opening of bids, and if such 

request is not timely received the Corporation ma-Y-Terriiiiiate—the —pnrtion -of the - - 
Contract relating to the SAWS Water or may rebid the Expansion, provided SAWS 
pays the Corporation all of the costs relating to the rebid. If SAWS rejects the bid 
prices and the Corporation does not issue the Contract Revenue Bonds, SAWS will 
reimburse the Corporation for its financial advisory fees associated with the 
preliminary steps to issue the Contract Revenue Bonds in an amount not to exeeed 
$50,000. The amount of the Contract Revenue Bonds will be the amount required to 
discharge the following Expansion expenses required to treat and transport SAWS 
Water and no other: 

a. Design (preliminary and final) and engineering costs and other costs relating to 
deaign whether paid by the Corporation or SAWS, and cost of construction 
inspection; 

b. Premium for a surety bond from a company authorized to do business in. Texas; 
c. All contractor construction costs, plus a contingency of at least ten percent 

(10%); 
d. Capitalized interest for the first three (3) years after the Contract Revenue 

Bonds are issued; 
e. Any required deposits to a reserve fund as set forth in subsection F below or any 

bond insurance premium. 
f. Projected premium on insurance policies relating to construction including a 

builders risk insurance coverage in the amount of the projected constuction cost 
of the Expansion; 

g. Other items of cost included in the Preliminary Engineering Report and 
acceptable to SAWS; and 
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h. Customary Contract Revenue Bond issuance costs, including bond counsel, 
fmancial advisor, trustee, trustee's counsel, paying agent, registrar, 
underwriters, underwriters' counsel, and bond marketing fess and expenses. 

The debt service payments on the Contract Revenue Bonds issued for the Expansion 
and the Corporation's other customary pecuniary obligations set forth in the 
Corporation's resolution as approved by SAWS authorizing the issuance of the 
Contract Revenue Bonds will be secured solely by a pledge of the revenues received 
from SAWS under Section 2.01 and 2.02.E. 'and from no other source. SAWS shall 
have the right in its sole discretion to disapprove any proposed refunding of the 
Contract Revenue Bonds, SAWS will remain only a customer of the Corporation and 
will have no ownership interest in the Corporation's Water System, any component of 
the Corporation Water System, or any capacity in the Corporation's Water System. 
The Corporation will have no ownership interest in the SAWS Water System, or in 
any component or capacity of the SAWS Water System. 

F. Reserve Fund.  If the issuance of the Contract Revenue Bonds requires the 
Corporation to accumulate and maintain a reserve fund for the payment of the 
Contract Revenue Bonds, -the Coiporation agfereadratabliShand-maintain -a separate 
and special fund or account known as the "SAWS Contract Revenue Bond Reserve 
Fund", which fund or account will be maintained at the Corporation's general 
depository bank or the trustee's or paying agent's bank. All funds deposited into the 
SAWS Contract Revenue Bond Reserve Fund, including proceeds from the Contract 
Revenue Bonds and earnings and income derived or received from deposits or 
investments in the SAWS Contract Revenue Bond Reserve Fund, shall be used solely 
for the payment of principal and interest on the Contract Revenue Bonds, when and to 
the extent other funds available for such purposes are insufficient, and in addition, 
may be used to retire the last stated maturity and/or interest on the Contract Revenue 
Bonds. Should the funds deposited in the SAWS Contract Revenue Bond Reserve 
Fund be greater than the amount required to retire the last stated maturity of and/or 
interest on the Contract Revenue Bonds, the remaining proceeds, after the payment of 
the last stated maturity and/or interest, shall be returned to SAWS. The Corporation 
shall provide monthly bank statements to SAWS reflecting all activity in the SAWS 
Contract Revenue Bond Reserve Fund. Should the SAWS Contract Revenue Bond 
Reserve Fund be drawn upon, then SAWS shall be obligated to replenish the SAWS 
Contract Revenue Bond Reserve Fund in the manner sot forth in the Corporation's 
resolution approved by SAWS authorizing issuance of the Contract Revenue Bonds, 

G. Construction.  

1. Contract Award and Change Orders.  Upon receipt of the Contract Revenue Bond 
proceeds, the Corporation will award the construction contract(s) and notify the 
contractor(s) to proceed with construction of the Expansion. SAWS shall have the 
right to approve any change orders to the construction contract(s), which approval 
shall not be unreasonably withheld. If SAWS disapproves, or does not timely 
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approve a change order, SAWS agrees tO defend, indemnify, and holdharmless the 
Corporation for any claims by the contractor relating to SAWS' denial of the 
change order request, or refusal to timely approve the requested change order. If 
the change order(s) approved by SAWS result in an increase in the construction 
coat beyond the ten percent (10%) contingency including any proceeds of the 
Contract Revenue Bonds, the additional costs shall be billed by the Corporation to 
SAWS on a monthly basis as they are incurred, and shall be paid by SAWS to the 
Corporation within thirty (30) days of receipt of the monthly billing. 

2, Status Reports.  The Corporation will make monthly construction status reports to 
SAWS, and SAWS will have the right to observe construction of the Expansion. 
A SAWS representative shall have the right to attend and shall attend monthly 
payment application/design/construction meetings with the design engineer and 
the contractor. The SAWS representative shall have the right to disapprove any 
payment application. Approval shall not be unreasonably withheld, The 
Corporation shall use good Nth efforts to resolve any dispute with regard to a 
payment application within ten (10) days. If the SAWS representative has not 
approved the payment _application within ten (10) days, the application shall be 
deemed automatically approiied-by SAWS-.111-tlie-evear SAWS disapproves -any-- - 
payment application, SAWS agrees to defend, indemnify, and hold harmless the 
Corporation for any claims relating to the denial of the payment request. 

1 Disbursement of Contract Revenue Bond Proceeds.  Contract Revenue Bond 
proceeds shall be distributed to a separate Corporation bond proceeds account 
under the control of Seguin. All disbursements from the Corporation's bond 
proceeds account shall be approved by no fewer than two (2) signatories 
previously designated by the Corporation and Seguin. The Corporation shall 
provide monthly bank statements to SAWS reflecting all account activity. 

4. Builder's Risk Insurance.  From the Contract Revenue Bond proceeds, the 
Corporation will purchase a builders risk insurance policy for the risk that the 
Expansion is not substantially complete by the time that SAWS is required to 
begin making payments equal to the debt service on the Contract Revenue Bonds 
from sources other than the proceeds of the capitalized interest. 

Completion.  The Corporation's engineer expects that the Expansion can be completed 
within fifteen (15) months after the proceeds from the Contract Revenue Bonds are 
received by the Corporation, and the Corporation agrees to use its best efforts to 
substantially complete the Expansion within. fifteen (15) months after receipt of 
Contract Revenue Bond proceeds for the Expansion. The Corporation acknowledges 
that SAWS will be unconditionally required to make payments to the Corporation 
equal to the debt service on the Contract Revenue Bonds and the other customary 
pecuniary obligations set forth in the Corporation's resolution approved by SAWS 
authorizing the issuance of the Contract Revenue Bonds after the three (3) years of 
capitalized interest has been used and that it is absolutely necessary that the 
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Expansion be substantially complete by that date. The Corporation agrees to use its 
best efforts to cause the Expansion to be substantially complete as promptly as 
possible after the Contract Revenue Bond proceeds are received and in conjunction 
with SAWS' completion of its untreated groundwater production and delivery 
facilities, but within three (3) years after the date that the proceeds of the Contract 
R.eVenue Bonds are received, subject to Force Majeure, as deftned in Section 6,02 of 
this Contract. If the Corporation has not caused the Expansion to be substantially 
completed by that date, subject to Force Majeure, the Corporation will pay SAWS the 
amounts received by the Corporation from the builders risk insurance policy 
purchased by the Corporation with the proceeds of the Contract Revenue Bonds equal 
to the debt service payments made by SAWS on the Contract Revenue Bonds from 
sources other than capitalized interest. SAWS shall remain unconditionally obligated 
to condnue to make payments to the Corporation equal to the debt service payments 
on the Contract Revenue Bonds and the other customary pecuniary obligations set 
forth in the Corporation's resolution approved by SAWS authorizing the issuance of 
the Contract Revenue Bonds. If the Corporation is unable to substantially complete 
the Expansion within twenty (20) months after the Corporation awards contracts for 

------- construction_ of.the_Expansion_Pd after notice and opportunity to cure, and SAWS 
determines that it can cause the Expansion to be comPleted S -Oner than the 
Corporation, then upon SAWS' demand, the Corporation will assign the construction 
and related engineering contracts to SAWS and grant SAWS a right of entry upon the 
Corporation's land and facilities to manage the completion of the construction 
contracts. If SAWS elects to assume the construction contracts, the Corporation will 
not be obligated to reimburse SAWS for any payments made to the Corporation 
during construction of the Expansion. 

I. Excess Funds.  The Corporation shall use the proceeds from the Contract Revenue 
Bonds for the purposes set forth in subsection E above. If after completion of the 
Expansion, the Corporation holds excess Contract Revenue Bonds proceeds, the 
Corporation shall use the excess funds to make debt service payments or otherwise 
reduce the bonded indebtedness, if the Contraet Revenue Bonds provide for partial 
redemptions. 

J. Regulatory Approvals.  If any approval or action is required from the GCUWCD or 
TCEQ in order for either party to perform its obligations under this Contract, that 
party will use its best efforts to obtain the necessary approval or action at its own 
expense. The other party will cooperate in obtaining the necessary appreval or action. 
SAWS. and the Corporation agree, as between themselves, that the cost to the 
Corporation of obtaining any regulatory approval from the GCUWCD for the 
Corporation to receive groundwater from SAWS and to ITeat, transport, and deliver 
the water to SAWS shall be an operating expense of the Corporation for purposes of 
determining the rate paid by SAWS for treatment and transportation of SAWS Water. 
If the Corporation must obtain GCUWCD approval of any amendment to the 
Corporation's permits in order to receive and transport SAWS Water, the Coxporation 
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will initiate that process upon receipt of the notice from SAWS under Section 1.06 A 
of this Contract. 

$action 1.07. Points of Delivery.  Subject to the terms and conditions of this Contract, the 
Corporation and SAWS agree to interconnect their water systems at the locations described in 
this Contract (collectively referred to as the "Point of Delivery" or "Points of Delivery"). The 
Points of Delivery will be located as follows: 

A. SAWS Point of Delivery.  The SAWS Point of Delivery shall be at the Corporation's 
existing Water Treatment Plant in Gonzales County. 

B. Corporation's Point of Delivery,  The Corporation's Point of Delivery shall be at or 
near a proposed SAWS pump station and ground storage tank site to be located in the 
general vicinity of the Corporation's existing ground storage tank located in Schertz, 
it being the intent of the Parties as of the date this Contract is signed for SAWS to 
install its own pump station and ground storage .‘zik close to the existing Schertz 
Pump Station/Storage Tank Facility and to construct the piping and related facilities 

-----and-equipmentio_takeAlte_water from the Corporation's Point of Delivery to the 
SAWS' proposed pump station and ground 	 - facility neat—the----  
Corporation's Point of Delivery, 

C. Emergency Interconnect Point of Delivery.  The point of delivery for the Emergency 
Interconnect sball  be at or near the Corporation's Point of Delivery. 

Section 1,08. Metering Station.  The parties to this Contract acknowledge and agree that 
the meter stations located at the Points of Delivery will be located so the Corporation and SAWS 
will both have unrestricted access to the meteaing station, but the entity receiving the water at the 
Point of Delivery may not alter any measuring or recording device without the approval of the 
designated representative of the other party to this Contract, which approval shall not be 
unreasonably withheld. 

Section 1.09. Delivery Facilities.  Using proceeds, or subject to reimbursement, from the 
sale of Contract Revenue Bonds, the Corporation shall design, construct and install all facilities 
and equipment required for the Points of Delivery, including any required, tapping of the main, 
piping, meters, control devices and systems and appurtenances . at both the SAWS Point of 
Delivery and at the Coaporation's Point of Delivery. The materials and equipment required will 
be determined by the Corporation's engineers, SAWS may at its own expense review and 
approve the design, equipment and materials suhmitted by the Corporation's engineer. No 
construction shall begin until SAWS' engineer has reviewed and approved the design and plans 
and confirmed that the design and plans are compatible with the SAWS facilities on the SAWS 
side of the Point of Delivery, A SAWS engineer shall review and approve the plans or provide 
written comments within thirty (30) days of receipt from the Corporation. All such materials and 
equipment that are not on the Corporation's side of the meter shall be funded directly by SAWS 
and will become the property of SAWS, 
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Section 1.10. Water Conservati on. ntit Co in nc 	d o er Re itired Plan 	 ans. 
Each party's obligations under this Contract shall be subject to water conservation plans, drought 
contingency plans, or any other plan adopted by such party and required by the TCEQ, the Texas 
Water Development Board, or any other federal, state, or local regulatory authority (other than a 
party to this Contract) with power to require or approve water conservation and dronght 
contingency plans. As required by rules of the TCEQ in effect on the Effective Date of this 
Contract, all parties have developed and implemented a water conservation plan or water 
conservation measures using the standards established by the TCEQ. If required by order of the 
TCEQ, each party to this Contract may be required to implement water conservation strategies 
and if such party is so ordered, the other parties to this Contract will cooperate and consent to the 
implementation by the other parties of such water conservation strategies required by the TCEQ. 
As required by TCEQ rules in effect on the effective date of this Contract, in case of a shortage 
of water resulting from drought, the water to be distnbuted by the Corporation to SAWS will be 
distributed in accordance with the provisions of this Contact or to the extent required by law. In 
the event that SAWS is called upon to deliver water to the Corporation during an emergency 
pursuant to Section 1.15 of this Contract, the Cities agree to adopt water conservation measures 
no less restrictive than those then adopted by the City of San Antonio for the duration of the 
emergency. In accardatio9 with  TCBQ  rules in effect on the Effective Date, the Corporatien and 
SAWS agree that each has, or will, develOP -ratia -hnplement a water—atservation plan-  or water 
conservation measures using the applicable elements of the TCEQ rules and each agrees that if it 
resells the water delivered under this Contract, each successive contract for the resale of the 
water must have water conservation requirements so that each successive customer in the resale 
of the water will be required to implement water conservation measures in accordance with the 
provisions of the TCEQ rules in 30 Texas Administrative Code Chapter 288. 

Section 1.11, Water Quality. 

A. SAWS to Corporation.  The water that SAWS delivers to the Corporation at the 
SAWS Point of Delivery will be untreated water produced from the Canizo Aquifer 
formation, and the quality of the untreated groundwater will not exceed an 
instantaneous grab sample of 500 mg/I total dissolved solids. The Corporation shall 
have no obligation to accept delivery of untreated water from SAWS' distribution 
system that does not confonn to this water quality requirement and Corporation's 
obligation .  to deliver potable water to SAWS will be reduced to the amount of 
untreated water delivered by SAWS that meets the quality requirements set forth 
above. If the Corporation chooses from time to time to accept water that exceeds 500 
mg/1 total dissolved solids, the Corporation may impose a surcharge eval te 1.5 
times the then-applicable rate charged by the Corporation to SAWS for potable water 
delivered at the Corporation's Point of Delivery. 

B. Corporation to SAWS.  The water that the Corporation delivers to SAWS at the 
Corporation's Point of Delivery shall be treated water suitable for public water supply 
and shall meet the quality criteria prescribed by the TCEQ Drinking Water Standards 
Governing Drinking Water Quality and Reporting Requirements for Public Water 
Systems, 30 Texas Administrative Code Chapter 290 subchapter F. SAWS shall have 
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no obligation to accept or pay for delivery of treated water for introduction into the 
SAWS distribution system that does not conform to the water quality requirements 
described herein. If SAWS accepts or receives the water into the SAWS System, 
SAWS is obligated to pay the Corporation for the amount of water received even if 
the water does not satisfy the quality requirements of this subsection B. 

C. Emergency to Corporation.  The water that SAWS delivers to the Corporation at the 
Emergency Interoonnect will be treated water meeting the standards described in 
subsection B above. 

D. AdditionW Treatment.  To the extent any additional, or alternative treatment or 
processing is required to make the water delivered by the Corporation to SAWS at the 
Corporation's Point of Delivery, suitable, cempatible, or of a quality for introduction 
into the SAWS distribution system with the water then-within SAWS distribution 
system, SAWS is responsible, at its sole cost, for installing any additional facilities or 
processes within the SAWS Water System for any additional treatment, conditioning 
or proeessing. 

....... _ 	. 	_ 
Section 1.12. Control and Responsibility.  Subject to the temii of this -Caitffet, theparty--  - 

in possession of water hereunder shall have control of and responsibility for that water, Control 
and responsibility shall transfer from (1) SAWS to the Corporation on the discharge side of the 
meters located at the SAWS koint of Delivery and the Emergency Interconnect (ii) the 
Corporation to SAWS on the discharge side of the meter located at the Corporation's Point of 
Delivery. The obligations of the Corporation to SAWS and the rights of SAWS when the 
Corporation has control of and responsibility of water delivered by SAWS to the Corporation 
shall be described solely in this Contract, and SAWS expressly waives and releases any and all 
rights, cldmis, or causes of action, if any, that SAWS may have under the statutes or common 
law arising from or relating to the Corporation having the control of and the responsibility for 
water delivered by SAWS to the Corporation. 

5ection'1.13. Indemnity.  

A. SAWS,  To the fullest extent allowed by law, SAWS agrees on behalf of itself and its 
successors and assigns to defend, save and hold ' harmless the Corporation and the 
Corporation's officers, directors, and employees from and against any and all claims, 
losses, expenses, costs, demands, judgments, causes of action, suits, and liability in 
tort, contract or any other basis and of every kind and character whatsoever (including  
but not limited to all costs of defense, such as fees and charges of attorneys, expert 

, witnesses, and other professionals and all court or other dispute resolution costs) 
arising out of or incident to the transportation and delivery of water pursuant to this 
Contract while possession remairis in SAWS and/or arising from failure' by SAWS to 
timely pay to . Corporation the amounts equal to the amounts payable by the 
Corporation for the debt service payments and other pecuniary obligations required 
on the Contract Revenue Bonds. SAWS acknowledges that all payments under this 
Contract are paid from the gross revenues of its utility system which is a separate 
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fund of the City of San Antonio and that no payments, including payments under this 
subsection, are payable from ad valorem taxes. 

B, Corporation,  To the fullest extent allowed by law, the Corporation agrees on behalf of 
itself and its sucoessors and assigns to defend, save and hold harmless SAWS and 
SAWS trustees, officers, directors, and employees from and against any and all 
claims, losses, expenses, costs, demands, judgments, causes of action, suits, and 
liability in tort, contract or any other basis and of every kind and character 
whatsoever (including but not limited to all costs of defense, such as fees and charges 
of attorneys, expert witnesses, and other professionals and all court or other di.spute 
resolution costs) arising out of or incident to the transportation, treatment and 
delivery of water pursuant to this Contraot while possession remains in the 
Corporation; provided, however, this indemnity shall not include any claim, loss, 
expense, judgment or cause of action relating to or arising from failure by SAWS 
failure to timely pay to Corporation the amounts equal to the amounts payable by the 
Corporation to pay the debt service payments or other pecuniary obligations required 
on the Contract Revenue Bonds or to fully comply with the requirements of the 

_ Contraot Revenue Bonds.. 

Section 1.14. Approvals.  Unless otherwise required by law, each consent, approval, or 
other official action required of either party to this Contract by any provision of this Contract 
shall be deemed in compliance with this Contract when written evidence of such action, signed 
by the respective authorized representative is delivered to the party who is to receive evidence of 
such action. The parties to this Contract will cooperate with the each other in the design and 
construction of the Points of Delivery and in obtaining, amending and maintaining all 
groundwater district permits or other regulatory authorizations necessary for the delivery and 
treatment of water under this Contract or under the Corporation's contracts with the Cities and 
Initial Customers. The parties to this Contract will not take any action or fail to take any action 
(including, without limitation, any exercise or denial of its consent or approval of any action 
proposed to be taken by the party or any of its agents hereunder), if taking or failing to take such 
action, respectively, would unreasonably delay or obstruct the delivery of water under this 
Contract, unless the cessation of delivery is due to non-payment of charges pursuant to this 
Contract, or the water delivered does not comply with the requirements set forth in this Contract 
relating to volume, rate of fiow, or quality. 

Section 1.15. Emergency Interconnect.  As described in this Contract, the Corporation 
shall use due diligence to install and construct an emergency interconnect between the SAWS 
Water System and the Schertz Water System, The location and design shall be subject to the 
approval of Schertz, acting by its City Manager. Upon notification by the Corporation to SAWS 
that an emergency exiits, SAWS, subject to reasonable availability, shall allow the Corporation 
to obtain treated water from SAWS through the Corporation's Point of Delivery or obtain 
untreated water from SAWS through the SAWS Point of Delivery. By signing this Contract, 
&hertz agrees to allow the Corporation and SAWS to use the Schertz water distribution system 
to transport water from the emergency interconnect to the Corporation's Water System, or to the 
location where the water is needed, without charge to the Corporation or to SAWS. An 
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emergency is defined as a sudden, generally unexpected occurrence or set of circumstances 
demanding immediate action to prevent a serious health hazard or unreasonable economic loss. 
The Corporation shall pay SAWS for water received from SAWS during such emergency at the 
rate set forth in this Contract and not from any funds paid by SAWS relating to the Contract 
Revenue Bonds, The Corporation shall make all required reports to the TCEQ for water 
purchased from SAWS during the emergency. SAWS' obligation to provide emergency service 
pursuant to this Section during any single emergency event shall not extend more than six (6) 
months beyond the date of notification of the emergency. 

5ection 1,16. Air Gap.  The water delivered by the Corporation to SAWS will be 
delivered through an air gap into the SAWS Water System (the "Air Gap") at a loeation 
upstream of any SAWS' customer as required by TCEQ rules. The treated water delivered by 
SAWS to the Corporation through the emergency interconnect described in Seotion 1.15 will be 
delivered through an air gap into the Corporation Water System at a location upstream of any 
Corporation customer as required by TCEQ rules. 

Section 1.17. Renorts. 

A. Monthly 	Beginning with-  the-initiation of -the- Preliminary- Engineering 
Report, the Corporation will provide SAWS a monthly report describing the status of 
the project. The monthly reports may cease once construction of the Expansion is 
substantially complete (as that term is generally 'defined, understood, and used in the 
water utility construction industry). SAWS and the Corporation agree to cause their 
respective consulting engineers and employees to be available as may be required to 
exchange information required to design the Expansion. The Corporation grants 
SAWS and SAWS engineers, agents and employees a right of access to observe 
construction of the Expansion, but SAWS agrees that it will cause to be observed all 
safety precautions required by the Corporation and its contractors, and SAWS 
releasm, indemnifies, and holds harmless the Corporation from any and all claims and 
causes of action arising out of or incident to the negligent conduct of SAWS' 
engineers, agents or employees during the observation of construction of the 
expansion funded by SAWS, 

B. Consultation.  After substantial completion by the Corporation of the Expansion and 
by SAWS of its well field in. western Gonzales County, the Corporation and SAWS 
agree to make each other's employees of these projects available for consultation and 
available for periodic and special meetings as may be necessary for the convenient 
and proper operation of the treatment plant and the well field. The Corporation and 
SAWS shall each designate in writing to the other a designated operator (the 
"Designated Operator") who shall be the initial point of contact for all operational 
issues arising under this Contract. The DeSignated Operators shall meet at least once 
each month to review operations and address issues of concern, but such Designated 
Operators shall not have the authority to waive the requirements of Contract or to 
amend this Contract. 
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ARTICLE II 

PAYMENTS 

ection 2.01. Contract Revenue Bonds. 

A. SAWS Unconditional Agreement  By requesting the Corporation to issue Contract 
Revenue Bonds pursuant to Section 1.06.13, SAWS unconditionally agrees, on a take, 
or-pay basis, to pay the Corporation an amount equal to the debt service payments on 
the Contract Revenue Bonds issued by the Corporation and the other customary 
pecuniary obli tions set forth in the Corporation's resolution approved by SAWS 
authorizing the issuance of the Contract Revenue Bonds. SAWS hereby agrees to 
make, or cause to be made, each such payment, as and when due, for the benefit of 
the holders of the Contract Revenue Bonds. 

B. Use of proceeds by Corporation  The Corporation agrees to use the proceeds of the 
sale of the Contract Revenue Bonds only for the purposes set forth in Section 1.06,E. 

—of this Contract 

C. Legal or Equitable Interest.  SAWS acknowledges and agrees that the issuance of 
the Contract Revenue Bonds and the unconditional obligation of SAWS to make 
payments to the Corporation equal to the debt service payments on the Contract 
Revenue Bonds and the other customary pecuniary obligations set forth in the 
Corporation's resolution approved by SAWS authorizing the issuance of the Contract 
Revenue Bonds does not and is not intended to create any legal or equitable interest 
in the land or equipment to be purchased by the Corporation with the proceeds from 
the sale of the Contract Revenue Bonds, 

D. Corporation Resolution.  SAWS shall have the right to approve the Corporation's 
resolution authorizing the issuance of the Contract Revenue Bonds prior to its 
adoption by the Corporation. Subject to such approval, all customary covenants and 
provisions in the Corporation's resolution authorizing the issuance of the Contxact 
Revenue Bonds affecting, or purporting to bind, the Corporation, SAWS, Seguin 
and/or Schertz, shall, upon the delivery of the Contract Revenue Bonds, become 
absolute, unconditional, valid, and binding covenants and obligations of the 
Corporation, SAWS, Seguin and/or Schertz, respectively, so long as any Contract 
Revenue Bonds and interest thereon are outstanding and unpaid, and may be enforced 
as provided in this Contract and the Corporation's resolution, as approved by SAWS, 
authorizing the issuance of the Contract Revenue Bonds. Particuiarly, the obligation 
of SAWS to make, promptly when due, all payments specified in this Contract and all 
payments described in Sections 2.01 and 2.02B hereof shall be absolute and 
unconditional, and such obligation may be enforced as provided in this Contract. 

E. Assignment of Corporation's Rights.  The parties to this Contract are advised and 
recognize that as security for the payment of the Contract Revenue Bonds, the 
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Corporation may assign to a trustee bank, pursuant to one or more trust indentures to 
be authorized by the Corporation's resolution, as approved by SAWS, authorizing the 
issuance of the C,oniract Revenue Bonds, certain of the Corporation's rights under 
this Contract, including the right to xeceive the payments hereunder, including the 
amounts described in. Sections 2.01 and 2.02B hereof. The parties to this Contract 
hereby assent to such assignment and SAWS may make the payments desaibed in 
Sections 2.01 and 2.02B hereof directly to the trustee bank without defense or set-off 
by reason of any dispute between the parties to this Contract and the Corporation or 
the trustee bank, AU rights against the parties to this Contract arising under this 
Contract or the Corporation's resolution, as approved by SAWS, authorizing the 
issuance of the Contract Revenue Bonds and assigned to the trustee bank may be 
enforced by the trustee bank, or the holders of the Contract Revenue Bonds, to the 
extent provided in the CorporaXion's resolution, as approved by SAWS, authorizing 
the issuance of the Contract Revenue Bonds, and the trustee bank, or the holders of 
the Contract Revenue Bonds, shall be entitled to bring any suit, action, or proceeding 
against the Corporation or SAWS, as applicable, to the extent provided in the 
Corporation's resolution, as approved by SAWS, authorizing the issuance of the 
ceigraet Revenue Bonds, for the enforcement of this Contract, and it shall not be 
necessary in any such Snit, adtkni, & proceeding to make the Corporation- a party _ 
thereto. 

Section 2,02. Monthly Payments.  As consideration for the services to be provided by 
each party to this Contract to the other parties to this Contract, each party agrees to pay the other 
parties as follows: 

A. Surplus Water.  Subject to annual reconciliation as provided in Section 1.01.B, SAWS 
' agrees to pay the Corporation's monthly charges for Surplus Water based upon th0 

rate established in Section 2.03.B for water actually meaeured by the meter in 
increments of thousand gallons at the Corporation's Point of Delivery less the SAWS 
Water. 

B. Contract Revenue Ponds.  Beginning the month that the capitalized interest from the 
proceeds of the Contract Revenue Bonds is exhausted, SAWS shall make monthly 
payments to the Corporation in an amount equal to one-twelfth of the annual debt 
service payment on the Contract Revenue Bonds issued by the Corporation in 
accordance with Section 2.01 of this Contract and the other customary pecuniary 
obligations set forth in the Corporation's resolution approved by SAWS authorizing 
the issuance of the Contract Revenue Bonds; provided, however, that the amount of 
the monthly payments may be adjusted by the Corporation to ensure that it has 
received from SAWS a sufficient amount of funds so that the Corporation may pay 
the next semiannual debt service payment on the Contract Revenue Bonds. SAWS 
agrees to make these monthly payments regardless of whether SAWS takes any water 
from the Corporation.. The obligation of SAWS to make these monthly payments 
shall 'continue as long as the Contact Revenue Bonds issued by the Corporation or 
any SAWS approved refunding of those Contract Revenue Bonds remains 
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outstanding. To the extent any reserve fund or other fund mandated by the 
Corporation's resolution authorizing the issuance of the Contract Revenue Bonds 
needs to be supplemented by additional deposits, then SAWS unconditionally agrees 
to make such additional deposits as needed from time to time under the terms of the 
Contract Revenue Bonds at least one bUsiness day prior to the date such funds are 
required to be paid by the Corporation. Neither the Corporation nor the Cities shall 
have any obligation whatsoever to make any payments required by the Contract 
Revenue Bonds, except from payments made hereunder by SAWS to the Corporation. 

C. Emergency Water,  The Corporation agrees to pay, from other lawfully available 
funds, the monthly charges of SAWS for Emergency Water based upon the rate as 
established in Section 2.03.0 then in effect per thousand gallons times gallons 
actually measured by the meter at the Corporation's Point of Delivery measured in 
increments of thousand gallons. 

D. SAWS Water,  SAWS agrees to pay the Corporation's monthly charges for treatment 
and transportation of SAWS Water based upon the annual adjusted rate as established 

---- —in -Section 2,03.A. SAWS.shal.notifythe_Corporation in writing on or before May 1 
of each year during the term of this Contract of the amount of ground:Water -SAWS--  
and its sources will be authorized by the OCUWCD to pump in the following 
calendar year (the "Annual Authorized Pumping Amounn. The Corporation's 
Operation and Maintenance charges, as defined in Section 2.03.D. of this Contract, 
shall be determined annually by applying the annual adjusted rate to the Annual 
Authorized Pumping Amount less the Corporation's estimated Annual Water Loss as 
defined in Section 1,05,A, regardless of the amount of untreated water that SAWS 
delivers to the Corporation for treatment and transportation. The Corporation's 
charges shall be assessed in twelVe (12) equal monthly installments. The Corporation 
&ill credit SAWS during the next calendar year for any water that the Corporation is 
unable to deliver because it does not satisfy the water quality requirements set forth in 
Section 1,11.B:  This subsection does not apply to the annual debt service payments 
on the Contract Revenue Bonds and the other customary pecuniary obligations set 
forth in the Corporation's resolution approved by SAWS authorizing the issuance of 
the Contract Revenue Bonds which SAWS unconditionally agrees to pay in monthly 
installments without demand by Corporation. 

Section 2.03. Rate. 

A. Rate Paid by SAWS for Treatment and Transportation of SAW§ Water.  The annual 
adjusted rate per thousand gallons paid by SAWS for treatment and transportation of 
SAWS Water shall equal the Corporation's cost per thouSand gallons for Operation 
and Maintenance (excluding all water lease costs) and 'Used and Useful Facilities 
Debt Service, all as defined in subsection ]) below. This subsection A only relates to 
the determination of Operation and Maintenance Charges and does not relate in any 
way to the debt service on the Contract Revenue Bonds and the other customary 

22 



pecuniary obligations set forth in the Corporation's resolution approved by SAWS 
authorizing the issuance of the Contract Revenue Bonds. 

B. Rate Paid by SAWS for Suplus Water.  The annual rate paid by SAWS for the 
Surplus Water shall be the Corporation's rate per thousand gallons then in effect for 
water sold by the Corporation to the Cities. 

C. Rate Paid by Corporation for Emergency Water.  The annual rate per thousand gallons 
paid by the Corporation to SAWS for Emergency Water delivered to the Corporation 
from SAWS shall be the Corporation's rate per thousand gallons then in effect for 
water sold by the Corporation to the Cities. 

D. Definitions.  For purposes of this Section: 

1. "Water.  Treatment Plznt" shall mean the Corporation's water teatment plant 
located at 2130 CR 127, Nixon, Texas. 

shall mearLthe ....Corporation's water transportation infrastructure 
connecting the Water Treatment Plant to -  the-Cbratron's-Point -  of- Delivery, •-• 
together with related water storage tar*s, pump stations, chlorination stations, 
electronic monitoring equipment, and transmission pipelines, and land, rights of 
way, and permits where Facilities may be located, 

3, "Used and Useful Facilities Debt Service" shall mean the Corporation's annual 
principal and interest payments to discharge debt incurred kr construction, 
expansion, repair, or replacement of Facilities that are used and useful for the 
receipt, treatment, storage, pumping, trad transport of SAWS Water, other than 
debt evidenced by the Contract Revenue Bonds, plus transfers to reserve funds as 
permitted or required by the applicable bond resolutions, and for debt service 
coverage in an amount not to exceed 150%. The parties specifically agree that the 
term shall include payfnents of $596,026 attributable to use of capaeity in the 
existing Corporation pipeline from the Corporation's treatment plant to the 
Corporation's ground storage tank in Schertz, including existing pump stations 
and storage tank capacity. 

4, "Operation and Maintenance" shall mean operation and maintenance in 
accordance with commonly accepted prudent 'public utility standards, Water lease 
costs will be excluded from Operation and Maintenance costs paid by SAWS for 
SAWS Water. Operation and Maintenance costs as currently anticipated by the 
parties are identified in the report entitled Schertz-Seguin Local Government 
Corporation 2010 Rate Study and Long-Term Financial Plan by Economists.eom 
as updated December 27, 2010 which is incorporated by .  reference into this 
Contract, and both SAWS and the Corporation acknowledge receipt of the report. • 
However, SAWS recognizes and acknowledges tbat the costs represented in the 
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report are intended only as a representative example and will not be considered 
defmitive of costs required by prudent utility standards in the future. 

E. Assets Excluded from Cost.  The Corporation's cost to SAWS under this Contact for 
treatment and transportation of SAWS Water shall not include debt service or debt 
serviee coverage on any bonds issued by Corporation to acquire land or interests in 
land used solely for the production of groundwater for the benefit of Corporation's 
customers, or capital outlays or royalty payments related thereto, or for construction 
of facilities owned by the Corporation or persons other than SAWS and used to 
produce groundwater and deliver the groundwater to the Corporation's treatment 
plant The parties specifically agree that all costs incurred by the Corporation, 
whether for facilities debt service, operation and maintenance, or otherwise, 
associated with a second Corporation transmission pipeline from the Corporation's 
treatment plant to the Corporation's ground storage tank in Schertz, shall be excluded 
from cost hereunder. 

F. AWWA methodologies.  All rates set by any party under this Contract shall be 
_ _ consistent with AWWA rate-making methodologies, except to the extent those 

methodologies may be inconsistent with the express pro-vision§ Of ICS Section of the 
Contract. 

G. Annual Projected Volume.  Each year on or before May 1, after SAWS exercises its 
Option under Section 1.02 of this Contract, SAWS will notify the Corporation in 
writing of the amount 'of untreated SAWS Water that SAWS expects to deliver to the 
SAWS Point of Delivery , for the following January 1 through December 31 time 

• period and the total estimated amount of teated -water that SAWS plans to receive 
from the Corporation. Each year on or before July 1, after SAWS exercises its 
Option, the Corporation shall provide written notice to SAWS of the adjusted rates 
for the following calendar year. The written notice shall include supporting 
information and documentation to enable SAWS to evaluate the basis for any 
adjustments. Withhi fourteen (14) days of receipt of the notice by SAWS, SAWS will 
notify the Corporation in writing of any objections to the proposed adjustments. 
Within fourteen (14) days of reeeipt by the Corporation of the written objections, the 
parties shall meet and attempt to resolve any objections by SAWS. This subsection G 
relates only to the determination of Operation and Maintenance Charges and does not 
relate in any way to the debt service on the Contract Revenue Bonds. 

A. Rate Adjustment.  The Corporation will use its best efforts to adjust rates once per 
year eff.ective beginning October 1, but the Corporation reserves the right to adjust 
rates from time to time and at any time the Corporation deems necessary to address 
costs that were not expected at the time the rates were set, such as axt unexpected 
significant increases for electric power and chemicals, production, transport, or other 
fees assessed by local groundwater districts or the State, or water lease payments 
(applicable only to the Surplus Water). The Corporation will provide SAWS with as 

. much notice of a rate change as may be practical under the circumstances. 
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Section 2.04. Due Date.  Bills will be rendered by the 25tb  day of the month for amounts 
due under this Contract by any party. The monthly charges shall be paid in full on or before the 
thirtieth (30t1 ) calendar day after receipt 

5ention 2.05. Other Charges.  In the event any sales or use taxes, or taxes, assessments, 
production fees or charges of any similar nature are imposed by a federal, state, or local authority 
(other than a party to this Contract) on production, storing, delivering, gathering, impounding, 
taking, selling, using, or consuming the water received by a party to this Contract, the amount of 
tax, assessment, or charge shall be borne by that party, in addition to all other charges, and 
whenever a party shall be required to pay, collect, or remit any tax, assessment, or charge on 
water received by such party, then the obligated party shall promptly pay or reimburse such party 
for the tax, assessment, or charge in the manner directed by such party. 

Section 2.06. Default in Payments.  All amounts due and owing to a party to this Contract 
by another party to this Contract shall, if not paid when due, bear interest at the Texas post-
judgment interest rate under Texas law from the date when due until paid, provided that such rate 
shall never be usurious or exceed the maximum rate as permitted by law as set forth in Chapter 

4204, -as _amended,. Texas GcTerniPent Code, If any amount due and owing by one party to 
another party is placed with an attorney for collection, the PartY inktig the Mnount shall -pay to 
the other party, in addition to all other payments provided by this Contract, including interest, the 
other party's collection expenses, including coUrt costs and attorneys' fees as may be order the 
court or tribunal. The party who is owed the money may, to the extent permitted by law, 
suspend delivery of water to the other party if the other party remains delinquent in any 
payments due hereunder for a period of sixty (60) days, and is not required to resume delivery of 
water while the party is so delinquent. Either party may pursue all legal remedies against the 
other party to enforce and protect the rights of the party under this Contract. 

Section 2.07. Pledge of Gross Revenue.  Each party to this Contract represents and 
covenants to the other parties that all payments to be made by it under this Contract shall 
constitute reasonable and necessary,"operating expenses" of its utility system, and that all such 
payments will be made from the gross revenues of its utility system. Each party represents and 
has determined that the water supply to be obtained from the other parties is absolutely necessary 
and essential' to the present' and future operation of its utility system, and, accordingly all 
paYments required by this Contract to be made by the party shall constitute reasonable and 
necessary operating expenses of the party's utility system as described above with the effect that 
the obligation to make such payments from gross revenues of such utility system or systems shall 
have priority over any obligation to make any payments from such revenues, whether of 
principal, interest, or otherwise, with respeet to all bonds heretofore or hereafter issued by the 
party. Each party agrees throughout the term of this Contract to continuously operate and 
maintain its utility system and to fix and collect such rates and charges for water services to be 
supplied by its utility system as will produce gross revenues in an amount equal to at least all of 
its payments under this Contract. 

A party to this Contract shall'never have the right to demand payment by another party of 
any obligations assumed by or imposed upon that party under or by virtue of this Contract from 
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any funds raised or to be raised by taxation, and a party's obligation under this Agreement shall 
never be construed to be a debt of the party of such kind as to require it under the Constitution 
and laws of the State to levy and eollect an ad valorem tax to discharge such obligation. 

Section 2.08. Payment under Protest  If a party at any time disputes the amount to be paid 
by it to another party, the party shall nevertheless promptly make the disputed payment or 
payments, but if it is subsequently determined by agreement or court decision that the disputed 
amount paid. by the party should have been less, or more, the other party shall promptly revise 
the monthly payment in a manner that the party, will recover the amount due within six (6) 
months. 

Section 2.09. Stipulations.  By signing this Contract, each party stipulates and agrees that 
another party will be prejudiced if a party avoids the obligation to furnish water while accepting 
the benefits of payments, or avoids the obligation to pay the rates for water specified in this 
Contract while accepting the benefits of obtaining water, from the other party. Nothing in this 
Comb:act shall be construed as constituting an Undertaking by a party to furnish water to another 
party except pursuant to the terms of this Contract. 

ection 2.10. Rights Reu,arding Books and Re :COX:di.  The CbriibratiOid Shall perMit SAWS' 
upon reasonable notice to examine and copy all the books and records kept by the Corporation 
regarding this Contract and the Corporation's Water System. In addition, upon reasonable prior 
written notice to the Corporation, SAWS may conduct a complete audit of the books and records 
kept by the Corporation regarding this Contract and the Corporation's Water System as well as 
upon the information and documentation used to prepare the books and records. Any such audit 
shall be at SAWS' sole expense and shall be prepared by a certified public accounting firm If 
the audit report discloses actual errors in the books and records such that the charges assessed to 
SAWS are in error then such error shall be corrected for the period up to four years after the 
erroneous charge was paid by SAWS and all payments reoonciled over the subsequent twelve 
month period beginning with the Corporation's fiscal year. If the error identified in the audit is 
greater than the cost of the audit, the Corporation shall  reimburse SAWS the cost of the audit 

ARTICLE 111 

TERM OF CONTRACT AND REMEDIES  . 

Section 3.01. Term.  This Contract shall be effective on January I, 2011 (the "Effective 
Date"), and shall continue in effect for a period of forty years from the Effective Date and for so 
long thereafter as the Corporation may have Contract Revenue Bonds, or refunding bonds, 
outstanding that were issued for the exclusive purpose of fmancing or rermancing the 
construction of the Expansion. 

• Section 3.02. Renewal.  This Contract will automatically renew for successive terms of 
five (5) years after the expiration of the temi set forth in Section 3.01 unless the Corporation, 
SAWS, Schertz or Seguin gives written notice that the party issuing the notice objects to the 
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renewal of this Contract. The notice of the objection to renewal must be given at least three (3) 
years prior to the termination date of this Contract. 

Section 3.03, Termination by SAWS.  SAWS may terminate this Contract at any time 
prior to exercising its Option described in Section 1.02 by providing written notice to the 
Corporation. However, if SAWS exercises its option by authorizing the Corporation to issue 
Contract Revenue Bonds, SAWS may not terminate this Contract for any reason until the 
Contract Revenue Bonds and any SAWS-approved refunding bonds are paid in full or a, 
procedure is mutually agreed upon that provides for the full payment of the Contract Revenue 
Bonds and any SAWS-approved refunding bonds, and the other customary pecuniary obligations 
set forth in the Corporation's resolution approved by SAWS authorizing the issuance of the 
Contract Revenue Bonds without adveTse impacts upon the holders of the Contract Revenue 
Bonds or SAWS-approved refunding bonds. Whether or not SAWS elects to exercise the Option 
described in Section 1.02, the rights and obligations of the parties with regard to Surplus Water 
as deacribed in Seetion 1.01 shall continue in full force and effect unless and until this Contract 
is terminated. 

- 	Section 3.04. Obligations Upon Termina 'on of _Contract  Upon termination of this 
Contract no party will have any obligation to another party exeept each p  

A. Remove its facilities from property owned or controlled by the other party. 

B. Pay or reimburse the other party all amounts that may be due upon the date of 
termination. 

.SAWS acknowledges that the facilities, equipment and improvements made to Corporation's 
Water System pursuant to this Contract belong entirely to the Corporation, and SAWS has no 
right or obligation to remove any such facilities, equipment, or improvements. 

Section 3.05. Remedies.  Recognizing that failure in the performance of any party's 
obligations hereunder could not be adequately compensated in money damages alone, each party 
agrees in the event of any default on its part that each party shall have available to it the 
equitable remedy of mandamus and/or specific performance, but not termination as long as the 
Contract Revenue Bonds, or any refunding of the Contract Revenue Bonds, is outstanding. It is 
the intent of the parties to this Contract that any default shall be subject to the remedy of specific 
performance and/or mandamirs to the extent that specific performance and/or mandamus is 
possible under the existing circumstances. The remedy of specific performance and/or 
mandamus shall be first requested by either party in the event of default by the other party. 
However, if, despite SAWS' request for specific performance or mandamus, a court determines 
that the Corporation has breached this Contract by failing to deliver treated water as required 
hereunder, but the court declines to order specific perfonnance as a remedy, the aggregate 
damages available to SAWS shall be limited to recovery of a sum equal to the balance of the 
debt service payments on the Contract Revenue Bonds then outstanding plus the depreciated 
value at the time of default of the SAWS pump station, pipeline and related conveyance facilities 
connecting the Corporation's Point of Delivery to the SAWS Pump Station located near the 
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intersection of Nacogdoches Road and O'Connor Road in San Antonio. SAWS will not be 
entitled to any punitive, incidental, indirect, special or consequential damages resulting from or 
arising out of any claims against the Corporaiion, including damages for lost revenues, income, 
or profits. If a court determines that SAWS has breached this Contract, but the court declines to 
order specific perfonnance as a remedy, the damages available to the Corporation shall be 
lintited to recovery of a sum equal to the balance of the debt service payments on, and other 
pecuniary obligations relating to, the Contract Revenue Bonds then outstanding. In either event, 
the prevailing party may recover court costs, attorneys' fees, and witness fees. 

If the Expansion is not substantially completed by the Corporation due to its negligence 
before the capitalized interest on the Contract Revenue Bonds and proceeds from the builders 
risk insurance, if any, are exhausted, and SAWS mut begin to make payments to the 
Corporation under Section 2.02.B, then the Corporation shall be liable to SAWS for those 
payments made prior to the substantial completion of the Expansion, unless SAWS chooses to 
exercise its rights to assume the construction contracts, in which case the Corporation shall not 
be liable to SAWS. 

Section 3.06. Use of Expansion by corporation._ _Notwithstanding any other provision of 
this Contract, in the event that SAWS is unable for any reason te deliVer -Water te the Corporation 
for treatment and the Corporation utilizes the Expansion to treat water for itself or other parties, 
the CoToration shall reimburse SAWS for payments under Section 2,02,B made by SAWS to 
the Corporation. The Corporation's reimbursement payments shall be made on the same terms 
and conditions as payments from SAWS to the Corporation under this Contract. In no event Shall 
Corporation's obligation to reimburse SAWS exceed the amount of revenue received by the 
Corporation fer the use of the Expansion. 

Section 3.07. Default — Notice and Opportunity to Cure.  If any party fails to perform any 
obligation or make any payment in the required amount when due under this Contract (except for 
SAWS' payment obligations set forth in Section 2.01 and 2.023), the other parties may, without 
prejudice to any other right or remedy it may have under this Contract, provide written notice of 
default to the non-performing party. The non-performing party has sixty (60) days from receipt 
of the notice within which to remedy the default (the "Cure Period"). 

Provided, however, the Corporation may reduce delivery of treated water to SAWS to 
reflect any and all reductions in SAWS' delivery of untreated water to the Corporation without 
the need for notice and providing an opportunity for cure. 

Provided, however, the requirement for notice and the sixty (60) day opportunity to cure 
does not apply to SAWS' obligations to pay the Corporation for Contract Revenue Bonds or for 
water delivered to SAWS under this Contract and the amount due the Corporation shall be paid 
by SAWS by the due date specified in Section 2.04 of this Contract. 

ection 3.08. Mediation.  In the event any controversy arising under this Contract (other 
than a controversy arising from payments under Section 2.01 or Section 2.02.B. of this Contract 
or for rates charged under this Contract) is' not resolved by informal negotiations between the 
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Corporation and SAWS within thirty (30) days after any party requests negotiations, then, upon 
the request of any party, the controversy shall be referred to the voluntary settlement procedure 
known as mediation, which process shall be governed by the Texas Civil Practice and Remedies 
Code, Section 154,002, et seq., or its successor statute. The parties shall attempt to select a 
mutually acceptable mediator. Failing identification of a mutually acceptable mediator, the 
parties shall request the presiding judge of the State District Courts of Travis Connty, Texas, to 
appoint a mediater. The mediation process shall continue until the controversy is resolved, the 
mediator makes a finding that there is no possibility of settlement through mediation, or either 
party chooses not to continue further. All costs and expenses of the mediation (including the 
mediator's fees) shall be shared equally by the parties involved in the mediation; provided 
however, that costs incurred by each party shall be costs solely of such party, but the 
Corporation's costs and expenses relating to such mediation shall be included as a system-wide 
cost within the Corporation's operation and maintenance expense. 

ARTICLE lv 

METERING AND MEASUREMENT 
_ 

Section 4.01. Unit of Measurement.  The unit of measurement for water deliVered 
hereunder shall be 1,000 gallons of water, U. S. Standard Liquid Measure. 

Section 4,02. Measuring Equipment.  In accordance with Sections 1.08 and 1.09 of this 
Contract, the each party shall furnish, and install at least one water meter of standard type for 
measuring properly the quantity of water delivered under this Contract (the "delivery meter or 
meters"). Such meter and other equipment so installed shall remain the property of the party 
installing the meter. The other parties shall have access to such metering equipment at all 
reasonable times, but the reading, calibration, and adjustment thereof shall be done only by the 
employees or agents of the party thaI owns the meter. For the purpose of this Contract the 
original record or reading of the meter or meters shall be the journal or other record book of the 
party installing the meter in its office in which the records of the employees or agents of the 
party who take readings are or may be transcribed. Upon written request of another party, the 
party owning the meter will give the other party a copy of such journal or record book, or permit 
the other party to have access to the same in the office of the party during reasonable business 
hours. 

Each party at the party's expense shall annually teat its meter(s) at the point of delivery, 
if requested in writing by another other party to do so, in the presence of a representative of the 
other party, and the parties shall jointly observe any adjustments which are made to the meters in 
case any adjustments shall be necessary, and if the check meters hereinafter provided for have 
been installed by the party, the same shall also be calibrated by the party in the presence of a 
representative of the other party and the parties shall jointly observe any adjustment in case any 
adjustment is necessary. The party will provide to the other parties a copy of the meter 
calibration test to the party for its sanitary inspection reports. If the party shall in writing request 
another party to calibrate its meters and the other party shall give the party notice of the time 
when any such calibration is to be made and a representative of the party is not present at the 
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time set, the other party may proceed with calibration and adjustment in the absence of any 
representative of the pasty. 

If any party at any time observes a variation between the delivery meter or meters and the 
check meter or meters, if any such check meter or meters shall be installed, such party will 
promptly notify the other parties, and the parties hereto shall then cooperate to procure an 
immediate calibration test and joint observation of any adjustment and the said meter or meters 
shall then be adjusted to accuracy. Each party shall give the other party forty- eight (48) hours' 
notice of the time of aZ tests of meters so that the other parties may conveniently have a 
representative present. 

If upon any test, the percentage of inaccuracy of any metering equipment is found to be 
in excess of accuracy limits as established in AWWA Manual 6 — Testing of Meters, registration 
thereof shall be corrected for a period extending back to the time when such inaccuracy began, if 
such time is ascertainable, and if such time is not ascertainable, then for a period extending back 
one - half (Y2) of the time elapsed since the last date of calibration. If for any reason any meters 
are out of service or out of repair so that the amount of water delivered cannot be ascertained or 

--computed from the reading thereof, the water delivered during the period such meters are out of 
service or out of repair shall be estimated and agreed upon by the parties hereto upon:the basis of -
the best data available. For such purpose, the best data available shall be deemed to be the 
registration of any check meter or meters if the same have been installed and art accurately 
registering. Otherwise the amount of water delivered during such period may be estimated (1) by 
correcting the error if the percentage of the error is ascertainable by calibration tests or 
mathematical calculation, or (ii) by estimating the quantity of delivery by deliveries during the 
preceding periods under similar conditions when the meter or meters were registering accurately. 

Each party may, at the party's option and expense, install and operate a. check meter to 
check each meter installed by another party, but the measurement of water for the purpose of this 
Contract shall be solely by the party's meters, except in the cases hereinabove speeifically 
provided to the contrary. All such check meters shall be of standard make and shall be subject at 
all reasonable times to inspection and examination by any employee or agent of the other party, 
but the reading, calibration and adjustment thereof shall be made only by the party who owns the 
meter. During any period when a check meter may be used under the provisions hereof for 
measuring the amount of water delivered, in which case the reading, calibration and adjustment 
thereof shall be made by the party with representation from the other party. 

If a party requests another party to test the other party's meter, either more frequently 
than once every year required by this section or because the other party's meter and the party's 
check meter show different readings, the party requesting the test will pay the cost of the test if 
the test shows that the meter is within the accuracy limits as established in AWWA Manual 6 — 
Testing of Meters (within two percent registration), but if the test shows that the meter is not 
accurate (in excess of accuracy limits as established in AWWA Manual 6 — Testing of Meters), 
then the other party will pay the costs for conducting the test, 
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ARTICLE V  • 

INTERPRETATIONS AND CORP RATION BONDS  

$ection 5.Q1. Interpretation, The table of eontents and caption headings of this Contract 
are for reference purposes only and shall not affect its interpretation in any respect. Unless the 
context otherwise requires, words of the masculine gender shall be construed to include 
correlative words of the feminine and neuter genders and vice versa. This Contract and all the 
terms and provisions shall be liberally construed to effectuate the purpose set forth herein and to 
sustain the validity of this Contract. 

Section 5,02. Schertz, Seguin. SAWS., and Corporation Bonds. Each party expressly 
acknowledges, agrees, and warrants that it will take no action to adversely affect the tax-exempt 
status of the tax-exempt bonds or other obligations of another party hereto. Each party hereto 
acknowledges that any SAWS bonds or other obligations are issued by the City Council of the 
City of San Antonio, Texas. 

- 	--Section- 5.03.- Subordination of Cities' Rights. Under .. the Corporation/City Contracts, 
Schertz and Seguin each have a right to receive fifty percent (50%) ofthe water - pro-air-a-by -the-
Corporation. Subject to the terms and conditions of this Contract, including but not limited to 
Section 1.01C, Schertz and Seguin each subordinate their right to receive water in equal amounts 
from the Corporation so that the Corporation may supply water to SAWS in accordance with this 
Contract Schertz and Seguin shall both remain unconditionally obligated to pay the Corporation 
the amount due under the Corporation/City Contracts, but the Corporation, Scherta and Seguin 
acknowledge and agree that the amounts payable by Schertz and Seguin to the Corporation (except 
for payments due on any Contract Revenue Bonds) shall be reduced by the Corporation's actual 
receipt of the amounts paid by SAWS under thiS Contract, so as between the Corporation, Schertz 
and Seguin and for the purposes of Section 3.01 of the Corporation/City Contracts, the amounts 
paid by SAWS to the Corporation shall be considered to be proportionate payments of the Annual 
Payments required to be paid by Schertz and Seguin under the CoToration/City Contract. 

ARTICLE VI 

GENERAL PROVISIONS 

Section 6.01. Participation by the Parties. Each party to this Contract represents to the 
others that it is empowered by law to execute this Contract and other agreements and documents 
as are or may hereafter be required to accomplish the same; and that its execution of this 
Contract has been duly authorized by action of its governing body. 

Section 6.02. Force_Majeure. If by reason of Force Majeure any party hereto shall . be 
rendered unable wholly or in part to carry out its obligations under this Contract, other than the 
obligation of SAWS to make the payments required -under this Contract with respect to any 
payment obligation on Contract ReVenue Bonds, then if such party shall give notice and full 
particulars of such Force Majeure in writing to the other parties within a reasonable time after the 
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occurrence of the event or cause relied on, the obligation of the party giving such notice, so far as 
it is affected by such Force Majeure, shall be suspended during the continuance of the inability 
then claimed, but for no longer period, and any such party shall endeavor to remove or overcome 
such inability with, all reasonable dispatch. The term "Force Majeure" as employed herein shall 
mean acts of God, strikes, lockouts or other industrial disturbances, acts of public enemy, orders 
of any kind of the Government of the United States or the State of Texas, or regulatory 
restrictions by a groundwater district, any civil or military authority, insurrection, riots, 
epidemics, landslides, lightning, earthquake, fires, hurricanes, tornados, blue northers, storms, 
floods, washouts, droughts, arrests, restraint of government and people, civil disturbances, 
explosions, breakage or accidents to machinery, pipelines or canals, partial or entire failure of 
water, supply, inability on the part of the Corporation to deliver water for any reason, or on 
account of any other causes not reasonably within tie control of the party clainiing such 
inability. 

Section 6.03. Modification.  No change, amendment, or modification of this Contract 
shall be made or be effective that will affect adversely the prompt payment when due of all 
money required to be paid by a party under the terms of this Contract 

_ 
Section 6.04.„Addresses and Notice.  Unless otherwise provided herein, any notice, 

communication, request, reply, or advice (herein severally and collectively, for convenience, 
called "Notice") herein provided or permitted to be given, made, or accepted by any party to the 
other parties must be in writing and may be given or be served by depositing the same in the 
United States mail postpaid and registered or certified and addressed to the party to be notified, 
with return receipt requested, or by delivering the same to an officer of such party, or by prepaid 
telegram when appropriate, addressed to the party to be notified. Notice deposited in the mail in 
the manner hereinabove described shall be conclusively deemed to be effective, unless otherwise 
stated herein, from and after the expiration of three days after it is so deposited. Notice given in 
any other manner shall be effective only if and when received by the party to be notified, For the 
purposes of notice, the addresses of the parties shall, until changed as hereinafter provided, be as 
follows: 

If to the Corporation: 
General Manager 
Schertz/Seguin Local Government Corporation 
P.O. Box 833/600 River Drive West 
Seguin, Texas 78156-0833 

If to the SAWS: 
President/Chief Executive Officer 
San Antonio Water System 
P.O. Box 2449/2800 U.S. Hwy. 281 North 
San Antonio, Texas 78298 

If to the Cities: 
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City Manager 
City of Schertz, Texas 
1400 &hertz Paxkway 
&hertz, Texas 78154 

City Manager 
City of Seguin, Texas 
210 East Gonzales 
Seguin, Texas 78155 

The Corporation, SAWS and the Cities shall have the right from time to time and at any time to 
change their respective addresses and each shall have the right to specify as its address any other 
address by at least five (5) days' written notice to the other parties. 

Section 6.05. State. or Federal Laws, Rules, Orders, or ltegulations.  This Contract is 
subject to all applicable federal and State laws and any applicable permits, ordinances, niles, 
orders, and regulations of any local, state, or federal governmental authority having or asserting 

jurisdiction but nothing contained herein shall be conOPP4 aa a waiver of any right to question 
or contest any such law, ordinance, order, rule, or regulation in any forum haVing jtriadittiOn; 
Each party represents that, to the best of its knowledge, no provisions of any applicable federal 
or State law, nor any permit, ordinance, rule, order, or regulation of either party will limit or 
restrict the ability of either party to cam out their respective obligations under or contemplated 
by this Contract. 

Section 6.06. Severability.  The parties hereto specifically agree that in case any one or 
more of the sections, subsections, provisions, clauses, or words of this Contact or the application 
of such sections, subsections, provisions, clauses, or words to any situation or circumstance 
should be, or should be held to be, for any reason, invalid or unconstitutional, under the laws or 
constitutions of the State or the United States of America, or in contravention of any such laws or 
constitutions, such invalidity, unconstitutionality, or contravention shall not affect any other 
sections, subsections, provisions, clauses, or words of this Contract or the application of such 
actions, subsections, provisions, clauses, or words to any other situation or circumstance, and it 
is intended that this Contract shall be severable and shall be eonstrued and applied as if any such 
invalid or unconstitutional section, subsection, provision, clause, or word had not been included 
herein, and the tights and obligations of the parties hereto shall be construed and remain in force 
accordingly. 

Section 6.07. Waiver.  Notwithstanding anything to the contrary contained in this 
Contract, any right or remedy or any default hereunder, except the right of a party to receive the 
payments from another party, which shall never be determined to be waived, shall be deemed to 
be conclusively waived unless asserted by a proper proceeding at law or in equity within four (4) 
years atter the occurrence of such default No waiver or waivers of any breach or default (or any 
breaches or defaults) by any party hereto or of the performance by any other party of any duty or 
obligation hereunder shall be deemed a waiver thereof in the future, nor shall any such waiver or 
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waivers be deemed or construed to be a waiver of subsequent breaches or defaults of any kind, 
character or description, under any circumstances. 

• 	Section 6.08. Venue.  All amounts due to the Corporation from SAWS under this 
Contract, including, but not limited to, payments due under this Contract, shall be paid and be 
due in Guadalupe County, Texas, which is the County in which the principal administrative 
offices of the Corporation are located. All amounts due to SAWS from the Corporation under 
this Contract, including, but not limited to, payments due under this Contract, shall be paid and 
be due in Bexar County, Texas, which is the County in which the principal administrative offices 
of SAWS are located. It is specifically agreed among the parties to this Contract that in the event 
that any legal proceeding is brought to enforce this Contract or any provision hereof, the same 
shall be brought in Travis County, Texas, 

$eetion 6.09. Succession and Assignment  This Contract is binding on and inures to the 
benefit of the parties hereto and their respective successors, representatives, and assigns. This 
Contract may not be assigned by any party hereto without prior written notice to and approval by 
the other parties, which consent may be withheld without cause. The provisions of this Section 
do not•affect the assignment of the Corp oration's rights under this Contract to the trustee bank for 
the Contract Revenue Bonds. 

Section 6.10. Entire Qontract,  This Contract constitutes the entire agreement among the 
parties with respect to the matters described herein. 

Section 6.11. Applicable Law.  This Contract shall be geverned by and construed in 
accordance with the laws of the State, and the obligations, rights, and remedies of the parties 
hereunder shall be determined in accordance with such laws without reference to the laws of any 
other state or jurisdiction, except for applicable federal laws, rules, and regulations. 

Section 6.12. Counterparts.  This Contract may be executed in counterparts, each of which 
shall be an. original and all of which together shall constitute but one and the mune instrument 

Section 6,13. Officers and Agents.  No officer or agent of the parties is authorized to 
waive or modify any provision of the Contract. No modifications to or rescission of this 
Contract may be made except by a written documents signed by the parties' anthorized 
representatives. 

Section 6.14. Recitals.  The parties agree that the recitals in this Contract are true and 
correct and are incorporated into the terms of this Contract. 

Section 6.15, Approval by Parties.  Attached as Exhibit E are the official actions of 
Schertz, Seguin and the Corporation evidencing approval of and consent to this Contact as 
required by the terms of the Corporation/City Contracts. 

Section 6.16. Condition Precedents.  The Corporation's obligations under this Contract 
are contingent upon approval of this Contract by the Corporation, Sehertz, and Seguin. 
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Section 6.17. Goods and services.  The parties agree that the mutual commitments stated 
in this Contract to provide water, emergency water service, water treatment services,*and funding 
for utility system improvements constitute an agreement by each party for providing goods and 
services to the other parties, and that this Contract is subject to Chapter 271, Subchapter I, of the 
Texas Local Government Code. 

Section 6.18. No Third Party Beneficiary; No Partnership.  This Contract is not intended 
to confer any rights, privileges or causes of action upon any third party other than the Cities, the 
Corporation, and SAWS. The relationship of the parties under this Contract is not and shall not 
be construed or interpreted to be a partnership, joint venture or agency. The relationship of the 
parties shall be an independent contractor relationship. No party shall have the authority to make 
any statements, representations or commitments of any kind, or to take any action, which shall be 
binding on another party. 

Section 6.19. Continuing Disclosure of Information. 

Definitions, 

As used in this Section, the following térins have the meanings a cribed to such terms 
below: 

Rule means SEC Rule 1502-12, as amended from time to time. 

SEC means the United States Securities and Exchange Commission. 

The Contract Revenue Bonds will likely be publically offered, and SAWS agrees to 
comply with the continuing disclosure requirements set forth in the SEC Rule relating to the 
Contract Revenue Bonds in the time, form, and manner set forth in the Corporation's resolution 
as approved by SAWS authorizing the issuance of the Contract Revenue Bonds, 

IN WITNESS WHEREOF, the parties hereto acting under authority of their respective 
governing bodies have caused this Contract to be duly executed as of the Effective Date. 

35 



SCHERTZ/SEGLTIN LOCAL GOVERNMENT 
CORPORATION 

President, Board of Directors 

-4011.774 	
PAULINE VillAGRAN 

Notary Public, $tate of Texas 
4.4 My Commission Expires 

Vef„are 	
AugUO 20, 2012 

By: 

SAN ANTONIO WAIEk SYSTEM 

By:  ///7 °, /— —  
Robert R. Puente 
President/Chief Executive Officer 

aahe/4414044)  

CITY OF SCHERTZ, TEXAS 

CITY OF SEGUIN, TEXAS 

By: 
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Exhibits: 

Exhibit A Improvements Known as of the Effective Date and Estimated Costs (Section 
1.04.A) 

Exhibit B — Facility Site in Schettz (Section 1.04.C2) 

Exhibit C — Pump Station Site (Section 1.04.C.4) 

Exhibit p- Agreements and Insurance (Section 1.06,C) 

Exhibit E Official Actions (Section 6.15) 
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EXHIBIT A 

Improvements Known as of the Effective Date and Estimated Costs (Section 
1.04.A) 

Improvement Facility 	 Estirated 
Cost 

Water Treatment Plant Expansion 
$8,500,000 

Water Treatment Plant High Service Pump Station Expansion 
$1,400,000 

Water Treatment Plant Chemical Feed Modifications/Expansions 
$1,200,000 

Mid-line Booster Pump Station Improvements/Expansion 
$3,400,000 

SCADA Expansion 	 $220,000 

SAWS Point of Delivery at Water Treatment Plant Expansion* 
$90,000 

Corporation Point of Delivery in Schertz* 	 $120.000 

TOTAL ESTIMATED COST FOR EXPANSION IMPROVEMENTS 	$14,930,000 

Points of Delivery are on the Corporation's property' 

** 	Total cost does not include cost of capitalized interest during construction 

NOTE: 	The actual improvements will not be known until the preliminary 
engineering report described in the Contract is completed and actual cost 
of the improvements will not be known until bids from contractors are 
received. 
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• SAWS Proposed around storage tank to 
match City or Schultz 74 mrt Litett Oals 
ground storage tank lit material, color, 
facade, end stooge. 

• renctng around Enopossd see to snatch 
currentfonoing at City of Scheda 1.3ea - 0ak 
facility. 

• Sound barriers to be erected as required. 

relirs 
SAWS Pump Station & Storage Tank eiro Location 

1:3 City of Scherts Property 

EXHIBIT 
Feet 	 Pump Station Site (Section 1.04.0.4) Pyste 
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Exhibit "D" 

Agre ments and Insurance (Section I. 6.C) 

1. coiniu_sycial Inst_tonsegss&inglii_onaz 

a. Coinmencing on the date of this Contract, the CONTRACTOR shall, at his own expense, purchase, 
maintain and keep in force such lines of insurance coverage as will protect him and the 
Schertz/Seguin Local Government Corporation ("the CORPORATION") and their employees and 
agents from claims, which may arise out of or result from his operations under this Contract, whether 
such operations are by himself, by any Sub-contractor, supplier or by anyone directly or indirectly 
employed by any of them or by anyone for whose acts any of them may be liable, including, without 
limitation, the following lines of insurance coverage: 

1) Workers' Compensation (WC) insurance that will protect the CONTRACTOR and the 
CORPORATION from claims under statutory Workers' Compensation laws, disability laws or 
such other employee benefit laws and that will fulfill the reqUirements of the jurisdiction in 
which the work is to be performed. 

The minimum policy limits of liability for this line of insurance coverage shall be statutory 
limits. 

This line of insurance coverage shall be endorsed to provide a Waiver of Subrogation in favor 
of the CORPORATION with respect to both this line of insurance coverage and the Employers' 
Liability (EL) insurance (as specified immediately below in section Lea)). 

2) Employers' Liability (EL) insurance (Part 2 under a standard Workers' Compensation policy) 
that will protect the CONTRACTOR and the CORPORATION for damages because of bodily 
injury, sickness, disease of vendor's employees apart from that imposed by Workers' 
Compensation laws, 

This line of insurance coverage shall have mittimum policy limits of liability of not less 	 

$ 1,000,000,00 Bodily Injury by Accident 
1,000,000.00 Bodily Injury by Disease - Each Employee 
1,000,000.00 Bodily Injury by Disease - Policy Limit 

3) Commercial General Liability (CGL) insurance that will protect the CONTRACTOR and the 
CORPORATION from claims for damages because of bodily injury, personal injury, sickness, 
disease or death and insurance that will protect the CONTRACTOR and the CORPORATION 
from claims for damages to or destruction of tangible property of others, including loss of use 
thereof. 
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This line of insurance coverage shall: 

• Cover independent contractors; 

• Not include any exclusions relating to blasting, explosion, collapse of buildings or damage to 
underpnmd property; 

• Afford coverage for Produets Liability and/or Completed Operations and, Contractual 
Liability. 

The minimum policy limits of liability for this line of insurance coverage shall be: 

$ 1,000,000.00 Occurrence Limit 
2,000,000.00 General Aggregate 
2,000,000.00 	 Products/Completed Operations Aggregate 
1,000,000.00 Personal and Adverdsing Injury 	• 
1,000,000.00 Contractual Liability 

This line of insurance coverage shall be endorsed: 

• Naming the CORPORATION as an Additional Insured; and 

• To provide a Waiver of Subrogation in favor of the CORPORATION. 

Commercial/Business Automobile Liability (AL) insurance that will protect the CONTRACTOR 
and the CORPORATION from claims for damages arising out of the maintenance, operation, or 
use of any owned, non-owned or hired vehicles. 

Minimum policy limits of liability for this line of insurance coverage for bodily injury and 
property damage combined shall be not less than $1,000,000.00 per each occurrence. 

This line of insurance coverage shall be endorsed; 

• Naming the CORPORATION as an Additional Insured; and 

• To provide a Waiver of Subrogatiob in favor of the CORPORATION. 

5) Excess/Umbrella Liability (UL) insurance in the amount of $2,000,000.00. This policy shall be 
of an "Occurrence" type and the limit of liability shall be concurrent with (following form) and 

.excess of the EL, CGL, and AL lines of insurance coverage as described in paragraphs 1.a,2); 
1.a.3), and 1.a,4) listed above, 
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NOTE - For the Excess/Umbrella Liability policy, describe in the Description of Operations 
section of the Certificate of Liability Insurance ("Certificate"), the coverage form under which 
this line of coverage is written — either: 

• Umbrella form; or 

• Other Than Umbrella form. 

6) Contractor's Pollution Liability Insurance with limits of $2,000,000 per 
claim/occurrence/$2,000,000 in the aggegate. 

The policy shall provide either a "claims made" or an occurrence based coverage for all claims, 
liabilities, damages, costs, fees, and expenses of any kind or character arising out of any 
Pollution Condition(s) (as defined below) that is in any way related to CONTRACTOR's 
operations, actions or inactions, and completed operations associated with any work performed 
by CONTRACTOR, its subcontractors, or any of their respective employees ;  agents, 
representatives, or offiders under this Contract. 

If the Policy is "claims made" based, coverage must be maintained for a minimum of twenty-
four (24) months after the date that a Certificate of Completion is issued, or if the Contract is 
terminated for any reason, for a minimum of twenty-four (24) months following the date of 
termination, 

The "claims made" policy retroactive date will be no later than the Contract date or the project 
commencement date, whichever is earliest, 

Pollution Condition(s) means the discharge, dispersal, release or escape of any solid, liquid, 
gaseous or thermal irritant or contaminant, including, but not limited to, smoke, sewage, vapors, 
soot, fumes, acids, alkalis, toxic chemicals, medical waste and waste materials into or upon land, 
the atmosphere or any watercourse or body of water, including groundwater, provided such 
conditions are not naturally present in the environment in the amounts or concentrations 
discovered, 

The Confractor's Pollution Liability Insurance will pay on behalf of the CONTRACTOR and 
the CORPORATION all claims, demands, damages, liabilities, costs, fees, and expenses of any 
kind or character for bodily injury or death, property damage, environmental or natural resource 
damage, and any fines, fees, assessments or penalties of any kind assessed by any governmental 
department, agency or commission that result from or are related to a Pollution Condition(s). 
Coverage will include all subcontractors hired by CONTRACTOR to perform any work on the 
Project or under this Contract, 

The policy shall also include the following provisions: 

a) Coverage for bodily injury to include physical injury, sickness, disease, mental anguish and 
emotional distress sustained by any person, including death; 
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b) All costs that are.related to or that arise out of or from the investigation or adjustment of any 
claim or in connection with any court, arbitration, mediation, state administrative hearing, or 
other proceeding of any kind, including attorneys fees, expert witness fees, costs, charges and 
expenses of any kind or character, that arise out of or that are related to a Pollution 
Condition(s); 

e) Coverage shall be Primary and in addition to any other valid and collectible insurance carried 
by the CORPORATION and the City of San Antonio as respects to this Contract; 

d) Coverage for Natural Resource Damages and any fines, fees penalties or assessments by any 
governmental agency, commission or department related to any Pollution Condition(s); 

e) Insured versus Insured exclusion, if found in the policy, shall not apply to a claim by an 
Insured who qualifies as a Client of the Named Insured under the policy; 

f) If Non-Owned Disposal sites are used for disposal of wastes, these sites shall be specifically 
included under the Contractors Pollution Liability Insurance policy; and 

Coverage for punitive, exemplary, and multiple damages. 

Commercial/Business Automobile Liability policy of CONTRACTOR hauling excavated spoil 
shall either be endorsed to provide coverage ander the CA9948 endorsement or the 
Contractor's Pollution Liability Insurance policy shall be endorsed to provide transportation 
coverage beyond the boundaries of the job site. 

NOTE - For the Contractor's Pollution Liability, declare on the Certificate of Liability 
Insurance ("Certificate") the coverage form under which this line of insurance is written — 
either: 

a) Claims-made form - if the coverage form declared on the Certificate is the Claims-made 
form, also include on the Certificate the "Retro-date" when this line of coverage was first 
written or started; or 

b) Occurrence basis — no additional wording required. 

b. CONTRACTOR. shall require all Sub-eontractors to carry lines of insurance coverage appropriate to 
their scope of Work. 

c. CONTRACTOR agrees that with respect to the above required lines of insurance, all insurance 
policies are to contain or be endorsed to the extent, not inconsistent with the requirements of the 
issuing insurance carrier, to provide for an endorsement that the "other insurance" clause shall not 
apply where the CORPORATION is an Additional Insured shown on the policy if such. endorsement 
is permitted by law and regulations. 
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d. CONTRACTOR shall, upon request of the CORPORATION, provide copies of all insurance 
policies and endorsements required under Contract. 

e, CONTRACTOR is responsible for the deductibles under all lines of insurance coverage required by 
these Specifications. 

f. The stated policy limits of each line of insurance coverage required by these Specifieations aro 
MINIMIJM ONLY and it shall be the CONTRACTOR's responsibility to determine what policy 
litnits are adequate and the length of time each line of insurance coverage shall be maintained; 
insurance policy limits are not a limit of the CONTRACTOR's liability. 

g. These minimum limits of insurance coverage may be either basic policy limits of the WC/ EL, COL 
and AL or any combination of basic limits or umbrella limits. 

h. The CORPORATION's acceptance of Certificate(s) of Liability Insurance that in any respect, do not 
comply with these Specifications does not release the CONTRACTOR from compliance herewith. 

*. Within five (5) calendar days of a suspension, cancellation or non-renewal of coverage, the 
CONTRACTOR shall provide a replacement Certificate of Liability Insurance and applicable 
endorsements to the CORPORATION. The CORPORATION shall have the option to suspend the 
CONTRACTOR's performance should there be a lapse in coverage at any time during this Contract, 

3. Failure to provide and to maintain the required lines of insurance coverage shall constitute a material 
breach of this contract. 

k. In addition to any other remedies the CORPORATION may have upon the CONTRACTOR's failure 
to provide and maintain any insurance or policy endorsements to the extent and within the time 
herein required, the CORPORATION shall have the right to order the CONTRACTOR to stop 
performing services hereunder and/or withhold any payment(s) which become due to the 
CONTRACTOR hereunder until the CONTRACTOR demonstrates compliance with the 
specifications hereof. 

1. Nothing herein contained shall be construed as limiting in any way the extent to which the 
CONTRACTOR may be held responsible for payments of damages to persons or property resulting 
from the CONTRACTOR 's or its Sub-contractor's performance of the services covered under this 
Contract. 

m, It is agreed that the CONTRACTOR's insurance shall  be deemed primary and non-contributory with 
respect to any insurance or self insurance carried by the CORPORATION, the City and their 
employees and agents for liability arising out of operations under this Contract. 

n. CONTRACTOR agrees that &Mines of insurance coverage required by these Specifications shall  be 
with insurance companies, firms or entities that have an AM. Best rating of "A- ( ,An. minus)" and 
a Financial Size Category of a "VII" or better. All lines of insurance coverage shall be of an 
"Occurrence" type except for the Contractor's Pollution Liability line of insurance coverage. 
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The CORPORATION will accept worker's compensation coverage written by the Texas Workers 
Compensation Insurance Fund, 

o. The CORPORATION reserves the right to review the above stated insurance specifications during 
the effective period of tbis Contract and any extension or renewal hereof and to request modification 
of lines of insurance coverage and their respective liability limits when deemed necessary and 
pmdent by the CORPORATION based upon changes in statutory law, court decisions, or 
circumstances surrounding this Contract. 

In no instance will the CORPORATION allow modification whereupon the CORPORATION may 
incur increased risk exposure. 

2. Certificate(s) of Liability Insurance ("Certificate") Requirements  

Prior to the commencement of any work under this Contract and once notified by the CORPORATION 
that your Company has been selected as the apparent, lowest responsive Bidder, pending Board final 
approval, and you will be requested to submit your Company's Certificate(s) of Liability Insurance, that 
Certificate(s) must meet all of the following requirements; 

a. The CONTRACTOR shall have completed by its insurance agent(s), a Certificate(s) providing 
evidence of the lines of insurance coverage pursuant to Section 1..a.1) through 1.a.6) listed above. 

b. The original Certificate(s) or form must include the agent's original signature, including the signer's 
company affiliation, mailing address, Office and FAX phone numbers, email address, and contact 
person's name; and, be mailed, with copies of all applicable endorsements, directly from the 
insurer's authorized representative in strictly compliance with sections 2.g. (Certificate Holder) and 
2.h. (Distribution of Completed Certificates) below. 

c. The CORPORATION will not accept Memorandum of Insurance or Binders as proof of insurance, 

d. The CORPORATION shall have no duty to pay or perform under this Agreement until such 
certificate(s) and endorsements have been received, reviewed and deemed 100% compliant with the 
CORPORATION's Bid document Insurance Specifications by the CORPORATION. No one other 
than the CORPORATION shall have authority to waive any part of this requirement. 

e. The CORPORATION Bid number(s) and the Bid name shall be included in the Description of 
Operations section located in the bottom half' of the standard ACORD Certificate of Liability 
Insurance forms. 

f. Certificate Holder - The CORPORATION shall be shown as the Certificate Holder in the 
Certificate Holder section located in the bottom half of the standard ACORD Certificate of Liability 
Insurance forms styled in the following manner: 
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The Corporation 
P.O. Box 833/600 River Drive West 
Seguin, Texas 78156-0833 

g. Distribution of Completed Certificates - Completed Certificate(s) of Liability Insurance shall be 
distributed by the CONTRACTOR within 5 days after receipt of vaitten confirmation of being 
notified as the lowest, responsive Bidder pending final CORPORATION approval, as follows: 

1) Send Original to: 

• The Coporation 
P.O. Box 833/600 River Drive West 
Seguin, Texas 78156-0833 

2) Send Copy by mail to: 

_ San Antonio Water System 
Attention: Project Engineer Water Supply Projects 
P.O. Box 2449 
San Antonio, TX 78298-2449 

h. CONTRACTOR shall be responsible for obtaining Ceitificates of Liability Insurance from the first 
tier Sub-contractor, arid upon request furnish copies to the CORPORATION. 

3. SURVIVAL 

Any and all representations, conditions and warranties made by CONTRACTOR under this Contract 

including, without limitation, the provisions of Section 1 ,a.2), 1.a.3) and 1.a.4) of these Insurance 

Specifications are of the essence of this Contract and shall survive the execution and delivery of it, and 

all statements contained in any document required by the CORPORATION whether delivered at the 

time of the execution, or at a later date, shall constitute representations and warranties hereunder. 

4. PERFORMANCE BOND 

a. Definition: The security furnished by the Contractor through the Surety in the full amount of the 
Contract Sum as a guaranty that the Work will be faithfully performed and completed and that the 
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Owner will be saved harmless from all costs and damages which the Owner may suffer by reason of 
the Contractor's default or failure to perform the Work. If the contract amount does not exceed 
$25,000, a Performance Bond is not required. 

b. CONTRACTOR shall furnish Perfoimance Bond in favor of CORPORATION in an amount equal 
to 100% of the total construction cost under this Contract. Total construction costs are defined as the 
entire cost of materials and their installatidn, and include, but are not limited to, the cost of labor, 
equipment, supplies, materials and additional construction costs. The Performance Bond shall: (1) 
guarantee the completion of the entire construction herein identified in oonformity with the Plans 
and Specification approved by CORPORATION, and (2) guarantee the work against defects in 
workmanship and materials for a period of twenty four (24) months atter acceptance of the work by 
the CORPORATION. The bond shall have corporate Sureties that are licensed to conduct business 
in Texas, The contactor agrees that the following shall apply to bonds provided by a surety: 

If any bond is in an amount in excess of 10 percent of the surety company's capital 
and Surplus, the CORPORATION shall require, as a condition to accepting the bond, 
written certification that the surety company has reinsured the portion of the risk that 
exceeds 10 percent of the surety company's capital and surplus with one or more 
reinsurers who are duly authorized, accredited, or trusted to do business in this state, 
The amount reinsured by Emy reinstrer may not exceed 10 percent of the reinsurer's 
capital and surplus. 

ff the amount of the bond exceeds $100,000, the surety must also: 

(1) hold a certificate of authority from the United States secretary of the treasury to 
qualify as a surety on obligations permitted or required under federal law; or 

(2) have obtained reinsurance for any liability in excess of $100,000 from a 
reinsurer that is authorized and admitted as a reinsurer in this state and is the 
holder of a certificate of authority from the United States secretary of the 
treasury to qualify as a surety or reinsurer on obligations permitted or required 
under federal law, 

o. If the surety on any bond furnished by the CONTRACTOR to the CORPORATION is 
declared bankrupt or becomes insolvent, or has its right to do business revoked in the State 
of Texas, then the CONTRACTOR will have ten (10)  days to substitute another bond and 
surety therefore which shall be acceptable to SAWS and which shall be at the expense of 
the CONTRACTOR. 
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CERTIFICATE OF SECRETARY 

THE STATE OF TEXAS 
COUNTY OF GUADALUPE 

I, the undersigned, Secretary for the Schertz/Seguin Local Government Corporation (the 
"Corporation") do hereby certify as follows: 

1. 	That on the 13th  day of January 2011, a regular meeting of the Board of Directors 
was held at its regular meeting place in Schertz, Texas; the duly constituted members of 
the board of directors being as follows: 

Ken Greenwald, President 
Patricia Ramirez, Secretary 
Jim Wolverton, Director 
Hon. Hal Baldwin, Ex-Officio 

Robin Dwyer, Vice President 
Andrew Koenig, Treasurer 
Hon. Betty Ann Matthies, Ex-Officio 

e sons v. ere present at said meeting, except 

Among other business considered at said meeting, the following motion was made: 

"Move to approve a written contract captioned "MUTUAL REGIONAL WATER SUPPLY 
CONTRACT" among the Schertz/Seguin Local Government Corporation, the City of 
Schertz, Texas, the City of Seguin, Texas, and the City of San Antonio, Texas, a home-
rule city, acting by and through its San Antonio Water System and to authorize the officers 
to sign the contract on behalf of the Schertz/Seguin Local Government Corporation." 

and submitted to the Board of Directors for passage and adoption. After presentations by 
the General Manager, the General Counsel, the Project Manager, the Corporation's 
consulting engineer, and other financial and technical consultants of the Corporation, and 
with the advice and consent of the city managers of the cities of Schertz and Seguin, and 
due deliberation of the motion by the board of directors, the motion was duly passed and 
adopted by the board of directors by the following vote: 

41— voted "For" 	0  voted "Against" 	abstained 

all as shown in the official Minutes of the Board of Directors for the meeting held on the 
aforesaid date. 

• 2. 	The duly qualified and acting members of the Board of Directors on the date of the 
aforesaid meeting are those persons shown above and, according to the records of my 
office, advance notice of the time, place and purpose of said meeting was given to each 
member of the board of directors; and that said meeting, and deliberation of the aforesaid 
public business, was open to the public and written notice of said meeting, including the 
subject of the motion, was posted and given in advance thereof in compliance with the 
provisions of Chapter 651 of the Texas Government Code. 
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Patricia Ramirez, 
Secretary 

No ry Public, State of Texas 

IN WITNESS WHEREOF, I have hereunto signed my name officially and affixed the seal 
of said Sohertz/Seguin Local Government Corporation, this 13 TH  day of January, 2011. 

[Seal] 

THE STATE OF TEXAS 
COUNTY OF GUADALUPE 

This instrument was acknowledged before me on the 1314  day of January, 2011 by 
Patricia Ramirez, RE., Secretary of Schertz/Seguin Local Government Corporation, a 
Texas public, non-profit Corporation, on behalf of said corporation. 

[SEAL] 

94P*21,932.fhP4Pi9aPaP42aPaPaPa94;b9oaPia$742sPaRa 
GEORGIA L. HANKS § 

g 	 Notary Publics 	p o 
g 	 State of Texas 	b, 

a 	 Comm. Exp. 05-03-2011 p 
Vcdc4VVVVVcdfdt7CklRird,d4V4WOOVVrOCVW-51 
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CERTIFICATE OF CITY SECRETARY 

THE UNDERSIGNED HEREBY CERTIFIES that 

1. On the 18th day of January, 2011, the City Council (the "Council") of the City of 
Samar., Texas (the "City") convened in regular session in the regular meeting place of the City at the 
City Hall (the "Meeting"), the duly constituted members of the Council being as follows: 

Harold D. Baldwin 	Mayor 
Michael Carpenter 	Mayor Fro Tem 
David Scagliola 	Councihnember 
George Antuna 	Couneilmember 
Cedric Edwards Sr. 	Councihnember 
Jim Fowler 	 Councilmember 

• 
and an of such persons were present at the tvleeting, except the following: 	 , thus 
constituting a quorum. Among other business considered at the Meeting, the attached Resolution (the 
"Resolution") entitled: 

- A RESOLUTION BY THE CITY COUNCIL OF ME CITY OF SCHERTZ, TEXAS 
AUTHORIZING A MUTUAL REGIONAL WATER SUPPLY CONTRACT, AND 
OTHER MATTERS IN CONNECTION THEREWITH 

was introduced and submitted to the Council for passage and ad ptio. After presentation and discussion 
of the Resolution, a motion was made by Couneilmembe  that the Resolution be 
finally passed and aftoted in accordance with the City's Home tile Charter. The motion was seconded 
by Councilmember and carried by the following vote: 

...6:oted "For" C"voted "Against" 	abstained 

all as shown in the official Minutes of the Council for the Meeting. 

2. The attached Resolution is a true and correct copy of the original on file in the official 
records of the City; the duly qualified and acting members of the Council on the date of the Meeting are 
those persons shown above, and, according to the records of my office, each member of the Council was 
given actual notice of the time, place, and purpose of the Meeting and had actual notice that the 
Resolution would be 'eonsidered; and the Meeting and deliberation of the aforesaid public business, 
including the subject of the Resolution, wai posted and given in advance thereof in compliance with the 
provisions of Chapter 551, as amended, Texas Government Code. 

IN WITNESS WHEREOF, I have signed my name officially and affixed the seal of the City, this 
18th day ofJanuary, 2011. 



RESOLUTION NO. 11-R-02 

A RESOLUTION BY DIP CITY COUNCIL OF THE CITY OF 
SCHERTZ, TEXAS AUTHORIZING A MUTUAL REGIONAL WATER 
SUPPLY CONTRACT, AND OTHER MATTERS IN CONNECTION 
THEREWITH 

WHEREAS, the City staff of the City of Schertz (the "City") has recommended that the 
City enter into a Mutual Regional Water Supply Contract (the "Contract") with the City of 
Seguin, the Schertz Seguin Local Government Corporation (the "SSLGC"), and the San Antonio 
Water System ("SAWS") relating to the sale of surplus SSLGC water and the construction of 
facilities and installation of equipment necessary for water treatment and transport; and 

WHEREAS, the City Council has determined that it is in the best interest of the City to 
contract with Seguin, the SSLGC, and SAWS pursuant to the Contract attached hereto as 
Exhibit A, 

BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF SCHERTZ, TEXAS 
THAT; 

Section 1. 	The City Council hereby authorizes the City Manager to execute and 
deliver the Contact with Seguin, the SSLGC, and SAWS in substantially the form set forth on 
Exhibit A. 

Section 2, 	The recitals contained in the preamble hereof are hereby found to be true, 
and such recitals are hereby made a part of this Resolution for all purposes and are adopted as a 
part of the judgment and findings of the City Council, 

Section 3. 	All resolutions, or parts thereof which are in conflict or inconsistent with 
any provision of this Resolution are hereby repealed to the extent of such conflict, and the 
provisions of this Resolutkm shall be and remain controlling as to the matters resolved herein. 

Section 4, 	This Resolution shall be construed and enforced in accordance with the 
laws of the State of Texas and the United States of America. 

Section 5. 	If any provision of this Resolution or the application thereof to any person 
or circumstance shall be held to be invalid, the remainder of this Resolution and the application 
of such provision to other persons and circumstances shall nevertheless be valid, and the City 
Council hereby declares that this Resolution would have been 'enacted without such invalid 
provision, 

Section 6. 	It is officially found, determined, and declared that the meeting at which 
this Resolution is adopted was open to the public and public notice of the time, place, and subject 
matter of the public business to be considered at such meeting, including this Resolution, was 
given, all as required by Chapter 551, Texas Government Code, as amended. 

50381114.1 



Section 7, 	This Resohnion shall be in force and effect from and after its final 
passage, and it is so resolved, 

PASSED AND ADOPTED, this 18' day of Sanuary, 2011, 

CITY OF S(ERT2. TEXAS 
, 

"M yor 

ATTEST: 
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CERTIFICATE OF CITY SECRETARY 

THE STATE OF TEXAS 

COUNTY OF GUADALUPE 

CITY OF SEGUIN 

THE UNDERSIGNED HEREBY CERTIFIES that: 

1. On the 18th day of January, 2011, the City Council (the Council) of the City of Seguin, 
Texas (the City) convened in regular session at its regular meeting place at the City Hall (the Meeting), 
the duly constituted members of the Council being as follows: 

Betty Ann Matthies 	Mayor 
Bob Pees 	 Mayor Pro Tern 
Manuel E. Cevallos 	Councilmember 
Mary Louise Gonzales Councihnember 
Nick Carrillo 	Councilmember 
Tomas V. Castellon Jr. Councilmember 
Carlos Medrano 	Councilmember 
Don Keil 	 Councilmember 
Stephen Tschoepe 	Councilmember 

and all of such persons were present at the Meeting, except the following: 	n/a 	, thus 
constituting a quorum. Among other business considered at the Meeting, the attached resolution 
(the Resolution) entitled: 

A RESOLUTION APPROVING A CONTRACT WITH 
THE SAN ANTONIO WATER SYSTEM BY THE 
SCHERTZ-SEGUIN LOCAL GOVERNMENT 
CORPORATION, THE CITY OF SEGUIN, AND THE 
CITY OF SCHERTZ 

was introduced and submitted to the Council for passage and adoption. AD= presentation and discussion 
of the Resolution, a motion was made by Councilmember Don Keil  that the Resolution be finally passed 
and adopted. The motion was seconded by Councihnember Nick Carrillo  and carried by the following 
vote: 

8 voted "For" Q  voted "Against" Q abstained 

all as shown in the official Minutes of the Council for the Meeting. 

2. The attached Resolution is a true and correct copy of the original on file in the official 
records of the Council; the duly qualified and acting members of the Council on the date of the Meeting 
are those persons shown above, and, according to the records of my office, each member of the Council 
was given actual notice of the time, place, and purpose of the Meeting and had actual notice that the 
Resolution would be considered; and the Meeting and deliberation of the aforesaid public business, 

Error! Unknown document property name. 



including the subject of the Resolution, was posted and given in advance thereof in compliance with the 
provisions of Chapter 551, as amended, Texas Government Code. 

IN WITNESS WII6REOF, I have signed my name officially and affixed the seal of the City 
Council, this 18th day of January, 2011. 

Thalia Patkin Stautzenberger 
City Secretary 

City of Seguin, Texas 

(SEAL) 
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Betty 
Mayor 

ATTEST: 

Thalia Patlan Stautzenberger, City Secre 

Matthies 

CITY OF SEGt,TIN 
RESOLU ION NO. 11R-07 

STATE OF TEXAS 

A RESOLUTION APPROVING A CONTRACT WITH 
THE SAN ANTONIO WATER SYSTEM BY THE 
SCHERTZ-SEGUIN  LOCAL GOVERNMENT 
CORPORATION, TUE CITY OF SEGUIN, AND lUE 
CITY OF SCHERTZ 

WHEREAS, the City Council authorized, in conjunction with the City of Schertz, the creation of 
the Schertz/Seguin Local Government Corporation (the "SSLGC"), a public non-profit corporation, 
to act on behalf of the two cities to develop a supplemental water supply for the two cities from the 
Carrizo formation; and 

WHEREAS, the City Council reserved the right to approve all water supply contracts by the 
SSLGC and the SSLOC has asked the City Council to approve a water supply contract with the San 
Antonio Water System by the SSLGC, the City of Seguin and the City of Schertz; and 

WHEREAS, the City Council finds that the terms and conditions of the contract axe in the best 
interest of the City of Seguin, 

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Seguin, Texas, as 
follows: 

SECTION 1. The water supply contract with the San Antonio Water System by the Schertz/Seguin 
Local Government Corporation, the City of Seguin, and the City of Schertz is approved. The 
contract is attached to this resolution. 

SECTION 2. The City Manager is hereby authorized to execute the contract and any and all legal 
documents necessary to fulfill the purpose and intent of this Resolution. 

SECTION 3, This Resolution shall be effective immediately upon the passage hereof. 

PASSED AND APPROVED THIS 18th DAY OF JANU Y A.D. 2011. 

0 

1111 IL M oj 
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RESOLUTION NO. 11m033 

OF THE SAN ANTONIO WATER SYSTEM BOARD OF 
TRUSTEES APPROVING A MUTUAL REGIONAL WATER 
SUPPLY CONTRACT BETWEEN SCHERTZ-SEGUIN 
LOCAL GOVERNMENT CORPORATION, CITY OF 
SCHERTZ, CITY OF SEGUIN, AND SAN ANTONIO WM Lit 
SYSTEM TO TREAT AND TRANSPORT CARRIZO 
AQUIFER WATER PERMITTED OR AVAILABLE TO THE 
SAN ANTONIO WATER SYSTEM FROM GONZALES 
COUNTY TO THE CITY OF SCHERTZ IN GUADALUPE 
COUNTY WHERE IT WILL BE DELIVERED TO THE SAN 
ANTONIO WATER SYSTEM FOR FURTHER TRANSPORT 
TO THE SAN ANTONIO WATER SYSTEM DISTRIBUTION 
SYSTEM IN BEXAR COUNTY; ESTABLISHING A 
PAYMENT RATE FOR TM SAN ANTONIO WATER 
SYSTEM WATER TRANSPORTED THROUGH THE 
SCHERTZ-SEGUIN LOCAL GOVERNMENT 
CORPORATION SYSTEM; ESTABLISHING A PAYMENT 
RATE FOR THE SURPLUS WATER AVAILABLE FROM 
THE SHERTZ-SEGVIN LOCAL GOVERNMENT 
CORPORATION AND SOLD TO SAN ANTONIO WATER 
SYSTEM; AUTHORIZING THE PRESIDENT/CHIEF 
EXECUTIVE OFFICER OR HIS DESIGNEE TO EXECUTE A 
MUTUAL REGIONAL WATER SUPPLY CONTRACT 
BETWEEN SCHERTZ-SEGUIN LOCAL GOVERNMENT 
CORPORATION, CITY OF SCHERTZ, CITY OF SEGUIN, 
AND SAN ANTONIO WATER SYSTEM; AUTHORIZING 
THE PRESIDENT/CHIEF EXECUTIVE OFFICER OR HIS 
PESIGNEE TO PAY AMOUNTS DUE AND OWING UNDER 
atz MUTUAL REGIONAL WATER SUPPLY CONTRACT IN 
THE FUTURE THAT ARE AUTHORIZED IN ANNUAL 
BUDGETS BY LINE ITEM AND TO PAY THE $50,000.00 FOR 
THE DEVELOPMENT OF THE PRELIMINARY 
ENGINEERING REPORT DETAILED IN THE MUTUAL 
REGIONAL WATER SUPPLY CONTRACT; FINDING THE 
RESQLUTION TO HAVE BEEN CONSIDERED PURSUANT 
TO THE LAWS GOVERNING OPEN MEETINGS; 
PROVIDING A SEVERABILITY CLAUSE; AND 
ESTABLISHING AN EFFECTIVE DATE 

WHEREAS, the State of Texas has established that a regional approach for planning 
and developing water resource projects is the best way to meet local needs and manage the water 
resourcesyithin the State; and 
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WHEREAS, the San Antonio Water System (the "System") and the San Antonio 
City Council unanimously adopted a Water Resource Plan in November 1998, establishing 
approaches to meet the water needs for the San Antonio/Bexar County conununity and the region 
over a 50-year *ming horizon; and 

WHEREAS, the System's Board of Trustees (the "Board") approved the 2009 Water 
Management Plan Update in May of 2009, including the Gonzales Carriw Aquifer Project as an 
integral component; and 

WHEREAS, the Gonzales County Underground Water Conservation District has 
approved permits for the System to produce and transport 11,688 acre-feet of Carrizo Aquifer 
groundwater from the System's wellneld in Gonzales County to Bexar County; and 

WHEREAS, the System approved an agreement with the Gonzales County Water 
Supply Corporation (GCWSC) on April 6, 2010, (Resolution No. 10-159) that could provide the 
System with an additional 1,000 to 1,200 acre-feet of CairiZO Aquifer water from Gonzales County; 
and 

WHEREAS, the Board has directed staff to proceed with the Regional Carrizo 
Project in Gonzales County; and 

WHEREAS, the System, Schertz-Seguin Local Government Corporation 
("SSLGC"), City of Schertz ("Schertz"), and City of Seguin ("Seguin"), ("collectively the Cities"), 
have negotiated, constructed and agreed upon a Mutual Regional Water Supply Contract 
(Attachmentl) that would allow SSLOC to treat, transport and deliver the System's Gonzales County 
Carrizo Aquifer water to a defined Point of Delivery in Schatz in Guadalupe County for delivery 
back to the System. The System would then transport the delivered water to the System's 
distribution system in Boxer County; and 

WHEREAS, the SSLOC approved this Mutual Regional Water Supply Contract on 
January 13, 2010; and . 

WHEREAS, Schatz approved this Mutual Regional Water Supply Contract on 
January 18, 2010; and 

WEEEREAS, Seguin approved this Mutual Regional Water Supply Contract on 
January 18, 2010; and 

WHEREAS, the Mutual Regional Water Supply Contract allows the System to 
utilize surplus capacity in SSLGC's existing transportation system and for SSLGC to treat the 
System's permitted and/or obtained water in exchange for payments from the System; and 

WHEREAS, the System agrees to Ivor a Capacity Reservalion Fee of $538,000.00 per 
year in two equal payments on March 1 and October 1 of each year until the System's water is 
provided to the Corporation's Point of Delivery in Schertz; and 
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WHEREAS, the System will receive the water in Sohertz and transport the water to 
the System's distribution system in Boxer County; and 

WHEREAS, this Mutual Regional Water Supply Contract allows SSLGC to sell and 
the System to purchase SSLOC and the Cities' surplus water allowing the project to deliver 
additional water and making the project more financially attractive; and 

WHEREAS, the System will pay the sarrie rate for surplus water as the Cities' rate to 
be delivered at the Corporation's Point of Delivery in Schatz; and 

WHEREAS, the Mutual Regional Water Supply Contract has established a payment 
rate for the System's water; and 

WHEREAS, the Mutual Regional Water Supply Contract also allows the treatment, 
transportation and delivery of 1,000 to 1,200 acre-feet of water that the System has under agreement 
with the GCWSC (Resolution No. 10-159) in Gonzales County; and 

WHEREAS, the System has agreed in the Mutual Regional WW1* Supply Contract to 
undertake the development of a Preliminary Engineering Report and pay a $50,000,00 fee to fund 
and obtain the Preliminary Engineering Report that would detail the construction of the System 
facilities ("Expansion") to be constructed and the estimated cost ofthe Expansion to allow treatment 
and transportation of the System's Gonzales County Carrizo Aquifer water; and 

WHEREAS, the San Antonio Water System Board of Trustees desires (i) to approve 
the Mutual Regional Water Supply Contract between Schertz-Seguin Local Government 
Corporation, City of Schertz, City of Seguin, and San Antonio Water System to treat and transport 
Carrizo Aquifer water permitted or available to the San Antonio Water System from Gonzales 
County to the City of Schertz in Guadalupe County where it will be delivered to the San Antonio 
Water System for further transport to the San Antonio Water System's distribution system in Beaty 
County, (ii) to establish a payment rate for the San Antonio Water System's water transported 
through the Schertz-Seguin Local Government Corporation system, (iii) to establish a payment rate 
for the surplus water available from the Shertz-Seguin Local Government Corporation and sold to 
San Antonio Water System, (iv) to authorize the President/Chief Executive Officer or his designee 
to execute the Mutual Regional Water Supply Comma between Schertz-Seguin Local Government 
Corporation, City of Schertz, City of Seguin, and San Antonio Water System, and (v) to authorize 
the President/Chief Executive Officer or his designee to pay amounts due and owing under the 
Mutual Regional Water Supply Contract in the future that are authorized in annual budgets by line 
item and to pay the $50,000.00 for the development ofthe Preliminary Engineering Report detailed 
in the Mutual Regional Water Supply Contract; now, therefore: 

BE IT RESOLVED BY THE SAN ANTONIO WATER SYSTEM BOARD OF 
TRUSTEES: 

1. 	That the Mutual Regional Water Supply Contract between SSLGC, Schertz, Seguin, and the 
System to treat and transport Carrizo Aquifer water permitted or available to the System from 
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Gonzales County to the City of Schatz in Guadalupe County where it will be delivered to the San 
Antonio Water System for further transport to the San Antonio Water System disin'bution system in 
Bexar County (Attachment 1) is hereby approved. 

2. That a payment rate for the San Antonio Water System water transported through the 
Schertz-Seguin Local Government Corporation system is hereby established. 

3. That a payment rate for the surplus water available from the Shertz-Seguin Local 
Government Corporation and sold to San Antonio Water System is hereby established. 

4. That the System's Board hereby authorizes the President/Chief Executive Officer or his 
designee to execute the Mutual Regional Water Supply Contract between the SSLGC, the Cities, and 
the System and to pay amounts due and owing under the Mutual Regional Water Supply Contract in 
the future that are authorized in annual budgets by line item. 

5. That the President/Chief Executive Officer or his designee is hereby authorized to pay 
amounts due and owing under the Mutual Regional Water Supply Contract in the future that are 
authorized in annual budgets by line item and to pay the $50,000.00 for the development of the 
Preliminary Engineering Report detailed in the Mutual Regional Water Supply Contract. 

6. It is officially found, determined and declared that the meeting at which this resolution is 
adopted was open to the public, and that public notice of the time, place and subject matter of the 
public business to be conducted at such meeting, including this molution, was given to all as 
requited by the Texas Codes Annotated, as amended, Title 5, Chapter 551, Government Code. 

6. 	If any part, section, paragraph, sentence, phrase or work of this resolution is for any reason 
held to be unconstitutional, illegal, inoperative or invalid, or if any exeeption to or limitation upon 
any general provision herein contained is held to be unconstitutional, illegal, invalid or ineffective, 
the remainder of this resolution shall nevertheless stand effective and valid as if it had been enacted 
without the portion held to be unconstitutional, illegal, invalid or ineffective. 

7. This resolution becomes effective innnediately upon its passage. 

PASSED AND APPROVED this la  day of February, 2011. 
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DRAFT 5/10/16 

RESOLUTION NO. _______ 

A RESOLUTION BY THE BOARD OF DIRECTORS OF THE 
SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION 
AUTHORIZING THE ISSUANCE OF “SCHERTZ/SEGUIN LOCAL 
GOVERNMENT CORPORATION CONTRACT REVENUE BONDS, 
SERIES 2016 (TEXAS WATER DEVELOPMENT BOARD SWIRFT 
PROJECT FINANCING)”; PROVIDING FOR THE PAYMENT OF THE 
PRINCIPAL OF AND INTEREST ON THESE OBLIGATIONS AS 
PROVIDED HEREIN, ON PARITY WITH CERTAIN CURRENTLY 
OUTSTANDING OBLIGATIONS; PROVIDING THE TERMS AND 
CONDITIONS OF SUCH OBLIGATIONS; AND RESOLVING OTHER 
MATTERS INCIDENT AND RELATING TO THE ISSUANCE, 
PAYMENT, SECURITY, SALE, AND DELIVERY OF SUCH 
OBLIGATIONS, INCLUDING THE APPROVAL OF AN APPLICATION 
TO THE TEXAS WATER DEVELOPMENT BOARD AND A PRIVATE 
PLACEMENT MEMORANDUM PERTAINING TO THE OBLIGATIONS; 
AUTHORIZING THE EXECUTION OF A PAYING AGENT/REGISTRAR 
AGREEMENT, AN ESCROW AGREEMENT, AND RATIFYING, 
RECONFIRMING, AND READOPTING THE REGIONAL WATER 
SUPPLY CONTRACT; COMPLYING WITH THE REQUIREMENTS OF 
THE DEPOSITORY TRUST COMPANY’S LETTER OF 
REPRESENTATIONS; COMPLYING WITH THE REGULATIONS 
PROMULGATED BY THE TEXAS WATER DEVELOPMENT BOARD; 
AND PROVIDING AN EFFECTIVE DATE 

 
____________, 2016 
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A RESOLUTION BY THE BOARD OF DIRECTORS OF THE 
SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION 
AUTHORIZING THE ISSUANCE OF “SCHERTZ/SEGUIN LOCAL 
GOVERNMENT CORPORATION CONTRACT REVENUE BONDS, 
SERIES 2016 (TEXAS WATER DEVELOPMENT BOARD SWIRFT 
PROJECT FINANCING)”; PROVIDING FOR THE PAYMENT OF THE 
PRINCIPAL OF AND INTEREST ON THESE OBLIGATIONS AS 
PROVIDED HEREIN, ON PARITY WITH CERTAIN CURRENTLY 
OUTSTANDING OBLIGATIONS; PROVIDING THE TERMS AND 
CONDITIONS OF SUCH OBLIGATIONS; AND RESOLVING OTHER 
MATTERS INCIDENT AND RELATING TO THE ISSUANCE, 
PAYMENT, SECURITY, SALE, AND DELIVERY OF SUCH 
OBLIGATIONS, INCLUDING THE APPROVAL OF AN APPLICATION 
TO THE TEXAS WATER DEVELOPMENT BOARD AND A PRIVATE 
PLACEMENT MEMORANDUM PERTAINING TO THE OBLIGATIONS; 
AUTHORIZING THE EXECUTION OF A PAYING AGENT/REGISTRAR 
AGREEMENT, AN ESCROW AGREEMENT, AND RATIFYING, 
RECONFIRMING, AND READOPTING THE REGIONAL WATER 
SUPPLY CONTRACT; COMPLYING WITH THE REQUIREMENTS OF 
THE DEPOSITORY TRUST COMPANY’S LETTER OF 
REPRESENTATIONS; COMPLYING WITH THE REGULATIONS 
PROMULGATED BY THE TEXAS WATER DEVELOPMENT BOARD; 
AND PROVIDING AN EFFECTIVE DATE 

WHEREAS, Subchapter D of Chapter 431 (Sections 431.101–431.109) of the Texas 
Transportation Code, as amended (the Act) authorizes local governments to create local 
government corporations to aid, assist, and act on behalf of local governments; and 

WHEREAS, the City Councils (collectively, the Governing Bodies) of the City of 
Seguin, Texas and the City of Schertz, Texas (collectively, the Cities) have previously authorized 
and approved the creation of the Schertz/Seguin Local Government Corporation (the 
Corporation), a local government corporation and a nonprofit entity, as their constituted 
authority and instrumentality to accomplish the specific public purpose of acquiring, 
constructing, improving, enlarging, extending, repairing, maintaining, and operating a water 
utility system, pursuant to the provisions of Chapter 552, as amended, Texas Local Government 
Code (formerly Chapter 402, as amended, Texas Local Government Code), and other applicable 
law; and 

WHEREAS, the Cities, pursuant to the Act and other applicable law, have authorized the 
creation of the Corporation for the purposes set forth in the Corporation’s Articles of 
Incorporation, including the issuance of bonds to finance or refinance the costs of certain 
projects to accomplish the Corporation’s public purposes; 

WHEREAS, pursuant to law, and particularly the Act, Section 552.018. as amended, 
Texas Local Government Code (formerly Section 402.018, as amended, Texas Local 
Government Code), and the Corporation’s powers under Chapter 22 and Chapter 2, as amended, 
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Texas Business Organizations Code (formerly Article 1396 of Texas Revised Civil Statutes 
Annotated), and Chapter 1201, as amended, Texas Government Code (incorporated by reference, 
respectively, under Sections 431.006 and 431.070, as amended, Texas Transportation Code), the 
Corporation is empowered to acquire and construct water supply facilities, and to deliver this 
water to the Cities; and 

WHEREAS, pursuant to the provisions of the Act and the other laws of the State of 
Texas (the State), the Corporation and the Cities entered into a Regional Water Supply Contract, 
dated as of November 15, 1999, as amended (the Contract) pursuant to which the Corporation 
agreed to finance the costs of projects and under which the Cities agreed to make payments to or 
on behalf of the Corporation in amounts sufficient to meet all of the Corporation’s obligations 
relating to the issuance of contract revenue bonds to finance or refinance projects; and 

WHEREAS, the Cities and the Corporation hereby ratify, reconfirm, and readopt the 
Contract; and 

WHEREAS, the Contract permits the Corporation to issue bonds, notes, or other 
obligations, whether in one or more series or issues, to pay the cost of projects or to refund any 
such bonds, notes, or other obligations; and 

WHEREAS, the recitals and provisions of the Contract are incorporated herein as if set 
forth in its entirety, and the capitalized terms of this resolution (the Resolution) shall have the 
same meanings, and shall be defined as set forth in the Contract; and 

WHEREAS, the Corporation has heretofore issued (and there are now outstanding) 
multiple series of contract revenue bonds, the proceeds from which were utilized to pay project 
costs or for refunding bond purposes, secured by and payable from a first lien on and pledge of 
the Bond Payment portion of the Annual Payments (each as defined in the Contract) paid to the 
Corporation by the Cities pursuant to the Contract (the Priority Bonds); and 

WHEREAS, the Corporation’s resolutions authorizing the issuance of the Priority Bonds 
(the Priority Bonds Resolutions) permit the Corporation to issue additional obligations secured 
by and payable from a lien on and pledge of the Bond Payment portion of the Annual Payments 
paid to the Corporation by the Cities under the Contract, which lien and pledge is junior and 
inferior to the lien thereon and pledge thereof securing the currently outstanding Priority Bonds; 
and  

WHEREAS, to realize covenant relief governing the issuance of additional Priority 
Bonds pursuant to the terms of the Priority Bonds Resolutions, the Corporation previously 
established a new revenue finance system and previously issued now outstanding “New Series 
Bonds”, which are obligations of the Corporation secured, together with the Previously Issued 
New Series Bonds (hereinafter defined) by a lien on and pledge of the Bond Payment portion of 
the Annual Payments paid to the Corporation by the Cities under the Contract that is junior and 
inferior to the lien thereon and pledge thereof securing the currently outstanding Priority Bonds 
(the New Series Bonds); and  

WHEREAS, the Corporation’s resolutions authorizing the issuance of the New Series 
Bonds (the New Series Bonds Resolutions) permit the Corporation to issue additional obligations 
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secured by and payable from a lien on and pledge of the Bond Payment portion of the Annual 
Payments paid to the Corporation by the Cities under the Contract, which lien and pledge is 
junior and inferior to the lien thereon and pledge thereof securing the currently outstanding 
Priority Bonds; and 

WHEREAS, in conjunction with the establishment the New Series Bonds revenue 
finance system, the Corporation previously determined to covenant to no longer issue additional 
series of bonds secured by and payable from a lien on and pledge of the Bond Payment portion 
of the Annual Payments paid to the Corporation by the Cities under the Contract on parity with 
the Priority Bonds (referred to herein as Additional Priority Bonds) so that at such time as no 
Priority Bonds remain outstanding, the lien on and pledge of the Bond Payment portion of the 
Annual Payments paid to the Corporation by the Cities under the Contract securing the 
repayment of the New Series Bonds will be elevated to and will enjoy a first and prior lien 
position; and  

WHEREAS, this Resolution constitutes a Bond Resolution as that term is defined in the 
Contract; and 

WHEREAS, principal of and interest on the New Series Bonds are payable solely from 
the Bond Payment portion of the Annual Payments made to the Corporation by the Cities under 
the Contract at such level of priority hereinbefore and hereinafter described and in amounts 
sufficient to pay and redeem, and provide for the payment of the principal of, premium, if any, 
and interest on the Bonds (defined herein and in the Contract), when due, the fees and expenses 
of the Paying Agent/Registrar for the Bonds, and other expenses and costs of the Corporation, all 
as required by this Resolution and the Contract; and 

WHEREAS, the Corporation hereby finds and determines that the Bonds can and should 
be issued as the third series of New Series Bonds and in connection therewith (a) the Corporation 
is not in default as to any covenant, condition or obligation prescribed in any Priority Bonds 
Resolutions, the New Series Bonds Resolutions, or the Contract (including any amendment or 
supplement thereto); (b) the Cities have approved this Resolution as to form and content and 
acknowledged that the payment of principal of and interest on the Bonds is payable, in whole or 
in part, from the Bond Payment portion of the Annual Payments to be made by the Cities to the 
Corporation under and pursuant to the Contract; (c) a consulting engineer certifies to the 
Corporation the need for an estimated amount of additional financing required for completion, 
expansion, enlargement or improvement of the Project; (d) the Bonds are made to mature on 
February 1 or August 1, or both, in each of the years in which they are scheduled to mature; and 
(e) this Resolution provides for deposits to be made to the Bond Fund in amounts sufficient to 
pay the principal of and interest on such Bonds as the same become due; and 

WHEREAS, the Corporation’s Board has determined that the Bonds in the total amount 
of 36,000,000 should be issued and sold at this time for the purposes of planning, designing, and 
constructing utility system improvements to implement the State Water Plan (the Project); and 

WHEREAS, the Act also authorizes the Corporation acting through its Board of 
Directors (the Corporation’s Board) to issue revenue bonds to finance such projects, payable 
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solely from the revenues derived from payments to be made to the Corporation for the purpose of 
defraying the cost of financing, acquiring, and constructing such projects; and 

WHEREAS, the principal of the Bonds and the interest thereon are and shall be payable 
from and secured, together with the currently outstanding Previously Issued New Series Bonds, 
by a lien on and pledge of the payments designated as Bond Payment portion of the Annual 
Payments to be made by the Cities pursuant to the Contract in amounts sufficient to pay and 
redeem, and provide for the payment of the principal of, premium, if any, and interest on the 
Bonds, when due, and the fees and expenses of the Paying Agent/Registrar (defined herein) for 
the Bonds, all as required by this Resolution and in the Contract; and 

WHEREAS, the Corporation has determined and does hereby determine that it can 
finance the projects to implement the State Water Plan in accordance with Chapters 15 and 16 of 
the Texas Water Code, as amended, pursuant to the Corporation’s obligations under the Contract 
on the most favorable terms through the issuance of the Bonds to the TWDB in accordance with 
the terms of this Resolution; and 

WHEREAS, the Bonds herein authorized for issuance are to be delivered to the Texas 
Water Development Board (the Water Development Board, TWDB, or the Purchasers) in 
evidence of a loan commitment received in the aggregate amount of such Bonds; and 

WHEREAS, the Corporation’s Board has determined that the Bonds in the total amount 
of $36,000,000 should be issued and sold at this time in order to obtain funds necessary to 
finance the costs of projects; now, therefore, 

BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE SCHERTZ/SEGUIN 
LOCAL GOVERNMENT CORPORATION THAT: 

SECTION 1: Authorization - Designation - Principal Amount - Purpose.  Special 
contract revenue bonds of the Corporation shall be and are hereby authorized to be issued in the 
aggregate principal amount of THIRTY SIX MILLION AND NO/100 DOLLARS 
($36,000,000), to be designated and bear the title of “SCHERTZ/SEGUIN LOCAL 
GOVERNMENT CORPORATION CONTRACT REVENUE BONDS, SERIES 2016 (TEXAS 
WATER DEVELOPMENT BOARD SWIRFT PROJECT FINANCING)” (the Bonds), pursuant 
to the Resolution adopted by the Corporation’s Board for the purpose of providing funds finance, 
acquire, and construct treatment facilities, water supply pipelines, booster pumps, other 
appurtenances, and necessary easements and other interests in land concerning the State Water 
Plan (the Project) and to pay the costs and expenses of issuance of the Bonds.  The Bonds shall 
be payable as to both principal and interest solely from and equally and ratably secured, together 
with the currently outstanding Previously Issued New Series Bonds and any Additional New 
Series Bonds hereafter issued by the Corporation, by a lien on and pledge of the Bond Payment 
portion of the Annual Payments (each as defined in the Contract) received by the Corporation 
from the Cities under the Contract, which lien and pledge is junior and inferior to the first and 
prior lien thereon and pledge thereof securing the repayment of the currently outstanding Priority 
Bonds, until such time as no currently outstanding Priority Bonds remain Outstanding (at which 
point the New Series Bonds will enjoy a first and prior lien on and pledge of the Bond Payment 
portion of the Annual Payments).  The Bonds are authorized to be issued pursuant to the 
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authority conferred by and in conformity with the laws of the State of Texas, particularly the Act, 
Chapter 1201, Texas Government Code, as amended, the Contract, and the Resolution. 

SECTION 2: Fully Registered Bonds - Authorized Denominations - Stated Maturities - 
Interest Rates - Interest Payments – Bond Date.  The Bonds are issuable in fully registered form 
only; shall be dated August 1, 2016 (the Bond Date) and shall be in denominations of $5,000 or 
any integral multiple thereof (within a Stated Maturity), and the Bonds shall become due and 
payable on February 1 in each of the years and in principal amounts (the Stated Maturities) and 
bear interest on the unpaid principal amounts from the Closing Date (hereinafter defined), or the 
most recent Interest Payment Date (hereinafter defined) to which interest has been paid or duly 
provided for, to the earlier of redemption or Stated Maturity, at the per annum rates, while 
Outstanding, in accordance with the following schedule: 

Year of 
Stated Maturity 

Principal 
Amounts ($) 

Interest 
Rates (%) 

2019   
2020   
2021   
2022   
2023   
2024   
2025   
2026   
2017   
2018   
2019   
2020   
2021   
2022   
2023   
2024   
2025   
2026   
2027   
2028   
2029   
2030   
2031   
2032   
2033   
2034   
2035   
2036   
2037   
2038   
2039   
2040   
2041   
2042   
2043   
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Year of 
Stated Maturity 

Principal 
Amounts ($) 

Interest 
Rates (%) 

2044   
2045   
2046   
2047   
2048   
2049   
2050   
2051   

   
The Bonds shall bear interest on the unpaid principal amount thereof at the per annum 

rates shown above, computed on the basis of a 360-day year of twelve 30-day months, and 
interest thereon shall be payable semiannually on February 1 and August 1 of each year (each an 
Interest Payment Date) commencing August 1, 2017, while the Bonds are Outstanding.  Interest 
on each Bond issued and delivered to a Holder (hereinafter defined) shall accrue from the latest 
Interest Payment Date that interest on such Bond (or its Predecessor Bond) has been paid that 
precedes the registration date appearing on such Bond in the “Registration Certificate of Paying 
Agent/Registrar” (Section 8D hereof), unless the registration date appearing thereon is an 
Interest Payment Date for which interest is being paid, in which case interest on such Bond shall 
accrue from the registration date appearing thereon and provided further that with respect to the 
initial payment of interest on a Bond, such interest shall accrue from the date of initial delivery 
of the Bonds (or its Predecessor Bond) to the Purchasers (hereinafter defined). 

SECTION 3: Payment of Bonds - Paying Agent/Registrar.  The principal of, premium, 
if any, and interest on the Bonds, due and payable by reason of Stated Maturity, redemption, or 
otherwise, shall be payable in any coin or currency of the United States of America which at the 
time of payment is legal tender for the payment of public and private debts, and such payment of 
principal of and interest on the Bonds shall be without exchange or collection charges to the 
Holder (hereinafter defined) of the Bonds. 

The selection and appointment of BOKF, NA, Austin, Texas (the Paying 
Agent/Registrar), to serve as the initial Paying Agent/Registrar for the Bonds is hereby approved 
and confirmed, and the Corporation agrees and covenants to cause to be kept and maintained at 
the corporate trust office of the Paying Agent/Registrar books and records (the Security Register) 
for the registration, payment, and transfer of the Bonds, all as provided herein, in accordance 
with the terms and provisions of a Paying Agent/Registrar Agreement, attached, in substantially 
final form, as Exhibit A hereto, and such reasonable rules and regulations as the Paying 
Agent/Registrar and the Corporation may prescribe.  The Corporation covenants to maintain and 
provide a Paying Agent/Registrar at all times while the Bonds are Outstanding, and any 
successor Paying Agent/Registrar shall be (i) a national or state banking institution or (ii) an 
association or a corporation organized and doing business under the laws of the United States of 
America or of any state, authorized under such laws to exercise trust powers.  Such Paying 
Agent/Registrar shall be subject to supervision or examination by federal or state authority and 
authorized by law to serve as a Paying Agent/Registrar. 

The Corporation reserves the right to appoint a successor Paying Agent/Registrar upon 
providing the previous Paying Agent/Registrar with a certified copy of a resolution or resolutions 
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terminating such agency.  Additionally, the Corporation agrees to promptly cause a written 
notice of this substitution to be sent to each Holder of the Bonds by United States mail, first-class 
postage prepaid, which notice shall also give the address of the new Paying Agent/Registrar. 

Principal of, premium, if any, and interest on the Bonds, due and payable by reason of 
Stated Maturity, redemption or otherwise, shall be payable only to the registered owner of the 
Bonds appearing on the Security Register (the Holder or Holders) maintained on behalf of the 
Corporation by the Paying Agent/Registrar as hereinafter provided (i) on the Record Date 
(hereinafter defined) for purposes of payment of interest thereon, (ii) on the date of surrender of 
the Bonds for purposes of receiving payment of principal thereof upon redemption of the Bonds 
or at the Bonds’ Stated Maturity, or (iii) on any other date for any other purpose.  The 
Corporation and the Paying Agent/Registrar, and any agent of either, shall treat the Holder as the 
owner of a Bond for purposes of receiving payment and all other purposes whatsoever, and 
neither the Corporation nor the Paying Agent/Registrar, or any agent of either, shall be affected 
by notice to the contrary. 

Principal of, and premium, if any, on the Bonds shall be payable only upon presentation 
and surrender of the Bonds to the Paying Agent/Registrar at its corporate trust office.  Interest on 
the Bonds shall be paid to the Holder whose name appears in the Security Register at the close of 
business on the fifteenth day of the month next preceding an Interest Payment Date for the Bonds 
(the Record Date) and shall be paid (i) by federal funds wire transfer and at the written request of 
the Holder or (ii) by such other method, acceptable to the Paying Agent/Registrar, requested in 
writing by the Holder at the Holder’s risk and expense.  While the Bonds are held by the 
Purchasers (as defined in Section 35 hereof), payment of principal of, premium, if any, and 
interest on the Bonds shall be made by federal funds wire transfer, at no cost to the Purchasers, to 
an account at a financial institution located in the United States designated by the Purchasers. 

If the date for the payment of the principal of, premium, if any, or interest on the Bonds 
shall be a Saturday, Sunday, a legal holiday, or a day on which banking institutions in the city 
where the corporate trust office of the Paying Agent/Registrar is located are authorized by law or 
executive order to close, then the date for such payment shall be the next succeeding day which 
is not such a day.  The payment on such date shall have the same force and effect as if made on 
the original date any such payment on the Bonds was due. 

In the event of a non-payment of interest on a scheduled payment date, and for thirty (30) 
days thereafter, a new record date for such interest payment (a Special Record Date) will be 
established by the Paying Agent/Registrar, if and when funds for the payment of such interest 
have been received from the Corporation.  Notice of the Special Record Date and of the 
scheduled payment date of the past due interest (the Special Payment Date - which shall be 
fifteen (15) days after the Special Record Date) shall be sent at least five (5) business days prior 
to the Special Record Date by United States mail, first-class postage prepaid, to the address of 
each Holder appearing on the Security Register at the close of business on the last business day 
next preceding the date of mailing of such notice. 

SECTION 4: Redemption. 
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A. Special Mandatory Redemption.  In the event that the Purchasers at such time 
remains the sole holder of the Bonds and the final accounting delivered by the Corporation to the 
Purchasers in the form and manner specified in, and in compliance with the provisions of, 
Section 36.D. of this Resolution evidences that the total cost of the project to be financed with 
Bond proceeds is less than the amount of Bond proceeds available for paying such costs, then the 
Corporation shall, as soon as practicable (but in no event later than six months after the 
Purchasers’ acceptance of the aforementioned accounting), at the direction of the General 
Manager, and without the requirement of the approval of the Corporation’s Board, redeem Bonds 
in the amount of such excess to the nearest multiple of the authorized denomination for the 
Bonds.  Bonds redeemed pursuant to this provision shall be redeemable on any date, in inverse 
order of Stated Maturity, as a whole or in part, in principal amounts of $5,000 or any integral 
multiple thereof (and if within a Stated Maturity, selected at random and by lot by the Paying 
Agent/Registrar), at the redemption price of par plus accrued interest to the date of redemption. 

B. Optional Redemption.  The Bonds having Stated Maturities on and after 
February 1, 2028 shall be subject to redemption prior to Stated Maturity, at the option of the 
Corporation, on February 1, 2027, or on any date thereafter, in inverse order of Stated Maturity, 
as a whole or in part, in principal amounts of $5,000 or any integral multiple thereof (and if 
within a Stated Maturity selected at random and by lot by the Paying Agent/Registrar), at the 
redemption price of par plus accrued interest to the date of redemption. 

C. Exercise of Redemption Option.  At least forty-five (45) days prior to a date set 
for the redemption of Bonds (unless a shorter notification period shall be satisfactory to the 
Paying Agent/Registrar), the Corporation shall notify the Paying Agent/Registrar of its decision 
to exercise the right to redeem Bonds, the principal amount of each Stated Maturity to be 
redeemed, and the date set for the redemption thereof.  The decision of the Corporation to 
exercise the right to redeem Bonds shall be entered in the minutes of the governing body of the 
Corporation. 

D. Selection of Bonds for Redemption.  If less than all Outstanding Bonds of the 
same Stated Maturity are to be redeemed on a redemption date, the Paying Agent/Registrar shall 
select at random and by lot the Bonds to be redeemed, provided that if less than the entire 
principal amount of a Bond is to be redeemed, the Paying Agent/Registrar shall treat such Bond 
then subject to redemption as representing the number of Bonds Outstanding which is obtained 
by dividing the principal amount of such Bond by $5,000. 

E. Notice of Redemption.  Not less than thirty (30) days prior to 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 Corporation and at the Corporation’s expense, by the Paying 
Agent/Registrar to each Holder of a Bond to be redeemed, in whole or in part, at the address of 
the Holder appearing on the Security Register 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 Holder. 

All notices of redemption shall (i) specify the date of redemption for the Bonds, 
(ii) identify the Bonds to be redeemed and, in the case of a portion of the principal amount to be 
redeemed, the principal amount thereof to be redeemed, (iii) state the redemption price, (iv) state 
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that the Bonds, or the portion of the principal amount thereof to be redeemed, shall become due 
and payable on the redemption date specified, and the interest thereon, or on the portion of the 
principal amount thereof to be redeemed, shall cease to accrue from and after the redemption 
date, and (v) specify that payment of the redemption price for the Bonds, or the principal amount 
thereof to be redeemed, shall be made at the corporate trust office of the Paying Agent/Registrar 
only upon presentation and surrender thereof by the Holder.  If a Bond is subject by its terms to 
redemption and has been called for redemption and notice of redemption thereof has been duly 
given or waived as herein provided, such Bond (or the principal amount thereof to be redeemed) 
so called for redemption shall become due and payable, and if money sufficient for the payment 
of such Bonds (or of the principal amount thereof to be redeemed) at the then applicable 
redemption price is held for the purpose of such payment by the Paying Agent/Registrar, then on 
the redemption date designated in such notice, interest on said Bonds (or the principal amount 
thereof to be redeemed) called for redemption shall cease to accrue, and such Bonds shall not be 
deemed to be Outstanding in accordance with the provisions of this Resolution.  This notice may 
also be published once in a financial publication, journal, or reporter of general circulation 
among securities dealers in the City of New York, New York (including, but not limited to, The 
Bond Buyer and The Wall Street Journal), or in the State of Texas (including, but not limited to, 
The Texas Bond Reporter). 

F. Transfer/Exchange.  Neither the Corporation nor the Paying Agent/Registrar shall 
be required (1) to transfer or exchange any Bond during a period beginning forty-five (45) days 
prior to the date fixed for redemption of the Bonds or (2) to transfer or exchange any Bond 
selected for redemption, provided; however, such limitation of transfer shall not be applicable to 
an exchange by the Holder of the unredeemed balance of a Bond which is subject to redemption 
in part. 

SECTION 5: Execution - Registration.  The Bonds shall be executed on behalf of the 
Corporation by its President, Board of Directors, its seal reproduced or impressed thereon, and 
attested by its Secretary, Board of Directors.  The signature of either officer on the Bonds may be 
manual or facsimile.  Bonds bearing the manual or facsimile signatures of individuals who were, 
at the time of the Bond Date, the proper officers of the Corporation shall bind the Corporation, 
notwithstanding that such individuals or either of them shall cease to hold such offices prior to 
the delivery of the Bonds to the Purchasers, all as authorized and provided in Chapter 1201, as 
amended, Texas Government Code. 

No Bond shall be entitled to any right or benefit under this Resolution, or be valid or 
obligatory for any purpose, unless there appears on such Bond either a certificate of registration 
substantially in the form provided in Section 8C, executed by the Comptroller of Public 
Accounts of the State of Texas or his duly authorized agent by manual signature, or a certificate 
of registration substantially in the form provided in Section 8D, executed by the Paying 
Agent/Registrar by manual signature, and either such certificate upon any Bond shall be 
conclusive evidence, and the only evidence, that such Bond has been duly certified or registered 
and delivered. 

SECTION 6: Registration - Transfer - Exchange of Bonds - Predecessor Bonds.  The 
Paying Agent/Registrar shall obtain, record, and maintain in the Security Register the name and 
address of every owner of the Bonds, or, if appropriate, the nominee thereof.  Any Bond may, in 
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accordance with its terms and the terms hereof, be transferred or exchanged for Bonds of other 
authorized denominations upon the Security Register by the Holder, in person or by his duly 
authorized agent, upon surrender of such Bond to the Paying Agent/Registrar for cancellation, 
accompanied by a written instrument of transfer or request for exchange duly executed by the 
Holder or by his duly authorized agent, in form satisfactory to the Paying Agent/Registrar. 

Upon surrender for transfer of any Bond at the corporate trust office of the Paying 
Agent/Registrar, the Corporation shall execute and the Paying Agent/Registrar shall register and 
deliver, in the name of the designated transferee or transferees, one or more new Bonds of 
authorized denomination and having the same Stated Maturity and of a like interest rate and 
aggregate principal amount as the Bond or Bonds surrendered for transfer. 

At the option of the Holder, Bonds may be exchanged for other Bonds of the same series 
and of authorized denominations and having the same Stated Maturity, bearing the same rate of 
interest and of like aggregate principal amount as the Bonds surrendered for exchange upon 
surrender of the Bonds to be exchanged at the corporate trust office of the Paying 
Agent/Registrar.  Whenever any Bonds are so surrendered for exchange, the Corporation shall 
execute, and the Paying Agent/Registrar shall register and deliver, the Bonds, to the Holder 
requesting the exchange. 

All Bonds issued upon any transfer or exchange of Bonds shall be delivered at the 
corporate trust office of the Paying Agent/Registrar, or be sent by registered mail to the Holder at 
his request, risk, and expense, and upon the delivery thereof, the same shall be the valid and 
binding obligations of the Corporation, evidencing the same obligation to pay, and entitled to the 
same benefits under this Resolution, as the Bonds surrendered upon such transfer or exchange. 

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

Bonds canceled by reason of an exchange or transfer pursuant to the provisions hereof are 
hereby defined to be Predecessor Bonds, evidencing all or a portion, as the case may be, of the 
same debt evidenced by the new Bond or Bonds registered and delivered in the exchange or 
transfer therefor.  Additionally, the term Predecessor Bonds shall include any Bond registered 
and delivered pursuant to Section 34 in lieu of a mutilated, lost, destroyed, or stolen Bond which 
shall be deemed to evidence the same obligation as the mutilated, lost, destroyed, or stolen Bond. 

SECTION 7: Initial Bond.  The Bonds herein authorized shall be issued initially as a 
single fully-registered Bond in the total principal amount of $36,000,000 with principal 
installments to become due and payable as provided in Section 2 and numbered T-1 (the Initial 
Bond) and the Initial Bond shall be registered in the name of the initial Purchasers or the 
designee thereof.  The Initial Bond shall be the Bonds submitted to the Office of the Attorney 
General of the State of Texas for approval, certified and registered by the Office of the 
Comptroller of Public Accounts of the State of Texas and delivered to the Purchasers (hereafter 
defined).  Any time after the delivery of the Initial Bond, the Paying Agent/Registrar, upon 
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written instructions from the Purchasers or their designee, shall cancel the Initial Bond delivered 
hereunder and exchange therefor definitive Bonds of authorized denominations, Stated 
Maturities, principal amounts and bearing applicable interest rates, and shall be lettered “R” and 
numbered consecutively from one (1) upward for transfer and delivery to the Holders named at 
the addresses identified therefor; all pursuant to and in accordance with such written instructions 
from the Purchasers, or the designee thereof, and such other information and documentation as 
the Paying Agent/Registrar may reasonably require.  It is anticipated that the definitive Bonds 
may be delivered in installments as recognized in the provisions of Section 60 of this Resolution.  
As installment deliveries of the Bonds are made to the Purchasers, the Paying Agent/Registrar 
pursuant to written instructions from the Corporation, or the designee thereof, and in accordance 
with Article Six of the Paying Agent/Registrar Agreement shall cancel the Initial Bond and 
deliver in exchange therefor definitive Bonds of like principal amount and maturity, in 
authorized denominations and bearing applicable interest rates for transfer and delivery to The 
Depository Trust Company for the account of the Purchasers, all pursuant to and in accordance 
with Article Six of the Paying Agent/Registrar Agreement, written instructions from the 
Purchasers and the Corporation, or the designees thereof, and such other information and 
documentation as the Paying Agent/Registrar may reasonably require. 

SECTION 8: Forms. 

A. Forms Generally.  The Bonds, the Registration Certificate of the Comptroller of 
Public Accounts of the State of Texas, the Registration Certificate of the Paying Agent/Registrar, 
and the form of Assignment to be printed on each of the Bonds shall be substantially in the forms 
set forth in this Section with such appropriate insertions, omissions, substitutions, and other 
variations as are permitted or required by this Resolution and may have such letters, numbers, or 
other marks of identification (including insurance legends in the event the Bonds, or any Stated 
Maturities thereof, are insured and identifying numbers and letters of the Committee on Uniform 
Securities Identification Procedures of the American Bankers Association) and such legends and 
endorsements (including any reproduction of an Opinion of Bond Counsel (hereinafter 
referenced)) thereon as may, consistent herewith, be established by the Corporation or 
determined by the officers executing the Bonds as evidenced by their execution thereof.  Any 
portion of the text of any Bond may be set forth on the reverse thereof, with an appropriate 
reference thereto on the face of the Bond. 

The definitive Bonds shall be printed, lithographed, or engraved, produced by any 
combination of these methods, or produced in any other similar manner, all as determined by the 
officers executing the Bonds as evidenced by their execution thereof, but the Initial Bond 
submitted to the Attorney General of the State of Texas may be typewritten or photocopied or 
otherwise reproduced. 

[The remainder of this page intentionally left blank.] 
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B. Form of Definitive Bond. 

 REGISTERED 
REGISTERED PRINCIPAL AMOUNT 
NO._______ $____________ 

United States of America 
State of Texas 

SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION 
CONTRACT REVENUE BONDS, SERIES 2016 

(TEXAS WATER DEVELOPMENT BOARD SWIRFT PROJECT FINANCING) 

Bond Date: Stated Maturity: Interest Rate: CUSIP No. 
August 1, 2016    

REGISTERED OWNER: _________________________________________________________ 

PRINCIPAL AMOUNT: _______________________________________________  DOLLARS 

The Schertz/Seguin Local Government Corporation (the Corporation), a nonprofit 
corporation of the State of Texas, for value received, hereby promises to pay to the order of the 
Registered Owner specified above, or the registered assigns thereof, on the Stated Maturity date 
specified above, the Principal Amount specified above (or so much thereof as shall not have been 
paid upon prior redemption), and to pay interest on the unpaid principal amount hereof from the 
Closing Date, or from the most recent Interest Payment Date (hereinafter defined) to which 
interest has been paid or duly provided for, to the earlier of redemption or Stated Maturity, while 
Outstanding, at the per annum rate of interest specified above computed on the basis of a 
360-day year of twelve 30-day months; such interest being payable on February 1 and August 1 
of each year commencing August 1, 2017 (each being the “Interest Payment Date”). 

Principal and premium, if any, of the Bond shall be payable to the Registered Owner 
hereof (the Holder) upon presentation and surrender, at the corporate trust office of the Paying 
Agent/Registrar executing the registration certificate appearing hereon or a successor thereof.  
Interest shall be payable to the Holder of this Bond (or one or more Predecessor Bonds, as 
defined in the Resolution hereinafter referenced) whose name appears on the Security Register 
maintained by the Paying Agent/Registrar at the close of business on the Record Date, which is 
the fifteenth day of the month next preceding each Interest Payment Date.  All payments of 
principal of and interest on this Bond shall be in any coin or currency of the United States of 
America which at the time of payment is legal tender for the payment of public and private debts.  
Interest shall be paid by the Paying Agent/Registrar by check sent on or prior to the appropriate 
date of payment by federal funds wire transfer, at no cost to the Holder, and at the written request 
of the Holder or by such other method, acceptable to the Paying Agent/Registrar, requested by 
the Holder hereof at the Holder’s risk and expense.  While the Bonds are held by the Purchasers 
payment of principal of, premium, if any, and interest on the Bonds shall be made by federal 
funds wire transfer, at no cost to the Purchasers, to an account at a financial institution located in 
the United States designated by the Purchasers. 
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This Bond is one of the series specified in its title issued in the aggregate principal 
amount of $36,000,000 (the Bonds) pursuant to a resolution adopted by the governing body of 
the Corporation (the Resolution), for the purpose of providing funds to (i) finance, acquire, and 
construct treatment facilities, water supply pipelines, booster pumps, other appurtenances, and 
necessary easements and other interests in land, and (ii) pay the costs and expenses of issuing the 
Bonds, under and in strict conformity with the laws of the State of Texas, particularly the Act, 
Chapter 1201, Texas Government Code, as amended, the Contract, and the Resolution. 

In the event that the Purchasers at such time remains the sole holder of the Bonds and the 
final accounting delivered by the Corporation to the Purchasers in the form and manner specified 
in the Resolution (and in compliance with the provisions of Section 36.D. of the Resolution) 
evidences that the total cost of the project to be financed with Bond proceeds is less than the 
amount of Bond proceeds available for paying such costs, then the Corporation shall, as soon as 
practicable (but in no event later than six months after the Purchasers’ acceptance of the 
aforementioned accounting), at the direction of the General Manager without the requirement of 
the approval of the Board of the Corporation, redeem Bonds in the amount of such excess to the 
nearest multiple of the authorized denomination for the Bonds.  Bonds redeemed pursuant to this 
provision shall be redeemable on any date, in inverse order of Stated Maturity, as a whole or in 
part, in principal amounts of $5,000 or any integral multiple thereof (and if within a Stated 
Maturity, selected at random and by lot by the Paying Agent/Registrar), at the redemption price 
of par plus accrued interest to the date of redemption. 

The Bonds stated to mature on and after February 1, 2028 may be redeemed prior to their 
Stated Maturities, at the option of the Corporation, on February 1, 2027, or on any date 
thereafter, in inverse order of Stated Maturity, in whole or in part in principal amounts of $5,000 
or any integral multiple thereof (and if within a Stated Maturity selected at random and by lot by 
the Paying Agent/Registrar) at the redemption price of par, together with accrued interest to the 
date of redemption, and upon thirty (30) days prior written notice being given by United States 
mail, first-class postage prepaid, to Holders of the Bonds to be redeemed, and subject to the 
terms  and provisions relating thereto contained in the Resolution.  If this Bond is subject to 
redemption prior to Stated Maturity and is in a denomination in excess of $5,000, portions of the 
principal sum hereof in installments of $5,000 or any integral multiple thereof may be redeemed, 
and, if less than all of the principal sum hereof is to be redeemed, there shall be issued, without 
charge therefor, to the Holder hereof, upon the surrender of this Bond to the Paying 
Agent/Registrar at its corporate trust office, a new Bond or Bonds of like Stated Maturity and 
interest rate in any authorized denominations provided in the Resolution for the then unredeemed 
balance of the principal sum hereof. 

If this Bond (or any portion of the principal sum hereof) shall have been duly called for 
redemption and notice of such redemption duly given, then upon such redemption date this Bond 
(or the portion of the principal sum hereof to be redeemed) shall become due and payable, and, if 
money for the payment of the redemption price and the interest accrued on the principal amount 
to be redeemed to the date of redemption is held for the purpose of such payment by the Paying 
Agent/Registrar, interest shall cease to accrue and be payable hereon from and after the 
redemption date on the principal amount hereof to be redeemed.  If this Bond is called for 
redemption, in whole or in part, the Corporation or the Paying Agent/Registrar shall not be 
required to issue, transfer, or exchange this Bond within forty-five (45) days of the date fixed for 
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redemption; provided, however, such limitation of transfer shall not be applicable to an exchange 
by the Holder of the unredeemed balance hereof in the event of its redemption in part. 

The Bonds of this series are special obligations of the Corporation payable from and 
equally and ratably secured, together with the currently outstanding Previously Issued New 
Series Bonds and any Additional New Series Bonds hereafter issued by the Corporation, solely 
by a lien on and pledge of the Bond Payment (as defined in the Contract) portion of the Annual 
Payments (as defined in the Contract) received by the Corporation from the Cities pursuant to the 
provisions of the Contract, which lien and pledge is junior and inferior to the first and prior lien 
thereon and pledge thereof securing the repayment of the currently outstanding Priority Bonds, 
until such time as no Priority Bonds remain Outstanding (at which point the New Series Bonds 
will enjoy a first and prior lien on and pledge of the Bond Payment portion of the Annual 
Payments).  In the Resolution, the Corporation has covenanted to not issue any Additional 
Priority Bonds, but has reserved and retained the right to issue Additional New Series Bonds 
payable from a lien on and pledge of the Bond Payment portion of the Annual Payments that is 
subordinate and inferior to the lien thereon and pledge thereof securing the repayment of any 
New Series Bonds.  In addition, the Corporation has reserved and retained the right to issue 
Additional Obligations, without limitation as to principal amount but subject to any terms, 
conditions, or restrictions set forth in the Resolution or as may be applicable thereto under law or 
otherwise.  The Bonds do not constitute a legal or equitable pledge, charge, lien, or encumbrance 
upon any property of the Corporation or System, except with respect to the Bond Payment 
portion of the Annual Payments. 

THIS BOND IS NOT A GENERAL OBLIGATION OF THE STATE OF TEXAS, THE 
CITY OF SCHERTZ, TEXAS, OR THE CITY OF SEGUIN, TEXAS. THE REGISTERED 
OWNER SHALL NEVER HAVE THE RIGHT TO DEMAND PAYMENT HEREOF OUT OF 
MONEY RAISED OR TO BE RAISED BY TAXATION. NO FUNDS OF THE CITY OF 
SCHERTZ, TEXAS OR THE CITY OF SEGUIN, TEXAS RAISED BY TAXATION SHALL 
EVER BE USED TO PAY THE PRINCIPAL OF, REDEMPTION PREMIUM, IF ANY, OR 
INTEREST ON THE BONDS.  THE CORPORATION HAS NO TAXING AUTHORITY. 

Reference is hereby made to the Resolution, copies of which are on file in the corporate 
trust office of the Paying Agent/Registrar, and to all of the provisions of which the Holder by his 
acceptance hereof hereby assents, for definitions of terms; the description and nature of the 
Annual Payments pledged for the payment of the Bonds; the terms and conditions under which 
the Corporation may issue additional indebtedness (including Additional New Series Bonds and 
Additional Obligations); the terms and conditions relating to the transfer or exchange of the 
Bonds; the conditions upon which the Resolution may be amended or supplemented with or 
without the consent of the Holders; the rights, duties, and obligations of the Corporation and the 
Paying Agent/Registrar; the terms and provisions upon which this Bond may be redeemed or 
discharged at or prior to the Stated Maturity thereof, and deemed to be no longer Outstanding 
thereunder; and for the other terms and provisions specified in the Resolution.  Capitalized terms 
used herein have the same meanings assigned in the Resolution. 

This Bond, subject to certain limitations contained in the Resolution, may be transferred 
on the Security Register upon presentation and surrender at the corporate trust office of the 
Paying Agent/Registrar, duly endorsed by, or accompanied by a written instrument of transfer in 
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form satisfactory to the Paying Agent/Registrar duly executed by the Holder hereof, or his duly 
authorized agent, and thereupon one or more new fully registered Bonds of the same Stated 
Maturity, of authorized denominations, bearing the same rate of interest, and of the same 
aggregate principal amount will be issued to the designated transferee or transferees. 

The Corporation and the Paying Agent/Registrar, and any agent of either, shall treat the 
Holder hereof whose name appears on the Security Register (i) on the Record Date as the owner 
hereof for purposes of receiving payment of interest hereon, (ii) on the date of surrender of this 
Bond as the owner hereof for purposes of receiving payment of principal hereof at its Stated 
Maturity, or its redemption, in whole or in part, and (iii) on any other date as the owner hereof 
for all other purposes, and neither the Corporation nor the Paying Agent/Registrar, or any such 
agent of either, shall be affected by notice to the contrary.  In the event of a non-payment of 
interest on a scheduled payment date, and for thirty (30) days thereafter, a new record date for 
such interest payment (a Special Record Date) will be established by the Paying Agent/Registrar, 
if and when funds for the payment of such interest have been received from the Corporation.  
Notice of the Special Record Date and of the scheduled payment date of the past due interest (the 
Special Payment Date - which shall be fifteen (15) days after the Special Record Date) shall be 
sent at least five (5) business days prior to the Special Record Date by United States mail, 
first-class postage prepaid, to the address of each Holder appearing on the Security Register at 
the close of business on the last business day next preceding the date of mailing of such notice. 

It is hereby certified, covenanted, and represented that all acts, conditions, and things 
required to be performed, exist, and be done precedent to the issuance of this Bond in order to 
render the same a legal, valid, and binding special obligation of the Corporation have been 
performed, exist, and have been done, in regular and due time, form, and manner, as required by 
the laws of the State of Texas and the Resolution, and that issuance of the Bonds does not exceed 
any constitutional or statutory limitation; and that due provision has been made for the payment 
of the principal of and interest on the Bonds by a lien on and pledge of the Bond Payment 
portion of the Annual Payments and as otherwise provided in this Resolution.  In case any 
provision in this Bond or any application thereof shall be deemed invalid, illegal, or 
unenforceable, the validity, legality, and enforceability of the remaining provisions and 
applications shall not in any way be affected or impaired thereby.  The terms and provisions of 
this Bond and the Resolution shall be construed in accordance with and shall be governed by the 
laws of the State of Texas. 

 

[The remainder of this page intentionally left blank] 
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IN WITNESS WHEREOF, the Board of the Corporation has caused this Bond to be duly 
executed under the official seal of the Corporation. 

SCHERTZ/SEGUIN LOCAL 
GOVERNMENT CORPORATION 
 
 
____________________________________ 
President, Board of Directors 

ATTESTED: 
 
 
____________________________________ 
Secretary, Board of Directors 
 
 
(SEAL) 

C. *Form of Registration Certificate of Comptroller of Public Accounts to Appear on 
Initial Bond Only. 

REGISTRATION CERTIFICATE OF 
COMPTROLLER OF PUBLIC ACCOUNTS 

OFFICE OF THE COMPTROLLER OF 
PUBLIC ACCOUNTS 
 
THE STATE OF TEXAS 

§
§
§
§ 

 
 
REGISTER NO.    

I HEREBY CERTIFY that this Bond has been examined, certified as to validity and 
approved by the Attorney General of the State of Texas, and duly registered by the Comptroller 
of Public Accounts of the State of Texas. 

WITNESS my signature and seal of office this ________________________________. 

____________________________________ 
Comptroller of Public Accounts 

of the State of Texas 

(SEAL) 

*NOTE TO PRINTER:  Do Not Print on Definitive Bonds. 
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D. Form of Certificate of Paying Agent/Registrar to Appear on Definitive Bonds 
Only. 

REGISTRATION CERTIFICATE OF PAYING AGENT/REGISTRAR 

This Bond has been duly issued under the provisions of the within-mentioned Resolution; 
the Bond or Bonds of the above-entitled and designated series originally delivered having been 
approved by the Attorney General of the State of Texas and registered by the Comptroller of 
Public Accounts, as shown by the records of the Paying Agent/Registrar. 

Registered this date: 
 
 
 
____________________________________ 

BOKF, NA, Austin, Texas, as Paying 
Agent/Registrar 
 
 
By:  _______________________________  

Authorized Signature 

*NOTE TO PRINTER:  Print on Definitive Bonds. 

E. Form of Assignment. 

 

ASSIGNMENT 

FOR VALUE RECEIVED the undersigned hereby sells, assigns, and transfers unto  
(Print or typewrite name, address, and zip code of transferee): ____________________________ 
______________________________________________________________________________ 
(Social Security or other identifying number):  ________________________________________ 
the within Bond and all rights thereunder, and hereby irrevocably constitutes and appoints 
____________________ attorney to transfer the within Bond on the books kept for registration 
thereof, with full power of substitution in the premises. 

DATED: ____________________________ 

________________________________________________ 
NOTICE:  The signature on this assignment must 
correspond with the name of the registered owner as it 
appears on the face of the within Bond in every particular. 

Signature guaranteed: 
 
 
____________________________________ 
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F. The Initial Bond shall be in the form set forth in paragraph B of this Section, 
except that the form of a single fully registered Initial Bond shall be modified as follows: 

i) immediately under the name of the Bond(s) the headings “Interest Rate” 
and “Stated Maturity” shall both be completed “as shown below”; 

ii) the first two paragraphs shall read as follows: 

Registered Owner: ______________________________________________________________ 

Principal Amount: _______________________________________________________________ 

The Schertz/Seguin Local Government Corporation (the Corporation), a nonprofit 
corporation of the State of Texas, for value received for value received, hereby promises to pay 
to the order of the Registered Owner named above, or the registered assigns thereof, the 
Principal Amount specified above stated to mature on the first day of February in each of the 
years and in principal amounts and bearing interest at per annum rates in accordance with the 
following schedule: 

Years of 
Stated Maturity 

Principal 
Amounts ($) 

Interest 
Rates (%) 

(Information to be inserted from schedule in Section 2 hereof). 

(or so much thereof as shall not have been paid upon prior redemption) and to pay interest on the 
unpaid Principal Amount hereof from the Closing Date (anticipated to be on or about 
_____________, 2016), or from the most recent Interest Payment Date (hereafter defined) to 
which interest has been paid or duly provided for, to Stated Maturity or prior redemption, at the 
per annum rates of interest specified above computed on the basis of a 360-day year of twelve 
30-day months; such interest being payable on February 1 and August 1, commencing August 1, 
2017 (each, an “Interest Payment Date”). 

Principal and premium, if any, of this Bond shall be payable to the Registered Owner 
hereof (the Holder), upon its presentation and surrender, at the corporate trust office of BOKF, 
NA, Austin, Texas (the Paying Agent/Registrar).  Interest shall be payable to the Holder of this 
Bond whose name appears on the Security Register maintained by the Paying Agent/Registrar at 
the close of business on the Record Date, which is the fifteenth day of the month next preceding 
each Interest Payment Date.  All payments of principal of and interest on this Bond shall be in 
any coin or currency of the United States of America which at the time of payment is legal tender 
for the payment of public and private debts.  Interest shall be paid by the Paying Agent/Registrar 
by check sent on or prior to the appropriate date of payment by United States mail, first-class 
postage prepaid, to the Holder hereof at the address appearing in the Security Register or by such 
other method, acceptable to the Paying Agent/Registrar, requested by, and at the risk and 
expense of, the Holder hereof.  While the Bonds are held by the Purchasers, payment of principal 
of, premium, if any, and interest on the Bonds shall be made by federal funds wire transfer, at no 
cost to the Purchasers, to an account at a financial institution located in the United States 
designated by the Purchasers. 
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G. Insurance Legend.  If bond insurance is obtained by the Purchasers or the 
Corporation for the Bonds, the definitive Bonds and the Initial Bond(s) shall bear an appropriate 
legend as provided by the insurer. 

SECTION 9: Definitions.  For all purposes of this Resolution (as defined below), except 
as otherwise expressly provided or unless the context otherwise requires: (i) the terms defined in 
this Section have the meanings assigned to them in this Section, and certain terms used in 
Sections 38 and 54 of this Resolution have the meanings assigned to them in such Sections, and 
all such terms include the plural as well as the singular; (ii) all references in this Resolution to 
designated “Sections” and other subdivisions are to the designated Sections and other 
subdivisions of this Resolution as originally adopted; and (iii) the words “herein”, “hereof”, and 
“hereunder” and other words of similar import refer to this Resolution as a whole and not to any 
particular Section or other subdivision. 

A. The term Additional New Series Bonds shall mean (i) the currently outstanding 
Previously Issued New Series Bonds, the Bonds, and any bonds, notes, warrants, or any similar 
obligations hereafter issued by the Corporation that are payable wholly or in part from and 
equally and ratably secured by a lien and pledge of the Bond Payment portion of the Annual 
Payments received by the Corporation from the Cities under the Contract, which lien and pledge 
is junior and inferior to the lien thereon and pledge thereof securing the repayment of the 
currently outstanding Priority Bonds until such time as no Priority Bonds remain Outstanding (at 
which point all New Series Bonds will enjoy a first and prior lien on and pledge of the Bond 
Payment portion of the Annual Payments), but senior and superior to the lien thereon and pledge 
thereof of any additional Corporation obligations secured by and payable from a lien on and 
pledge of the Bond Payment portion of the Annual Payments that is subordinate and inferior to 
the lien thereon and pledge thereof securing the repayment of any New Series Bonds and (ii) 
obligations hereafter issued to refund any of the foregoing that are payable from and equally and 
ratably secured by a lien on and pledge of the of the Bond Payment portion of the Annual 
Payments received by the Corporation from the Cities under the Contract, as determined by the 
Corporation in accordance with applicable law, on parity with the lien thereon and pledge thereof 
securing the other New Series Bonds then-Outstanding. 

B. The term Additional Obligations shall mean collectively, any Prior Lien 
Obligations, Junior Lien Obligations, or Inferior Lien Obligations hereafter issued by the 
Corporation. 

C. The term Additional Priority Bonds shall mean any bonds, notes, warrants, or 
other evidences of indebtedness (including those issued for the purpose of refunding previously 
issued bonds, notes, or other evidences of indebtedness) which the Corporation reserved the right 
to issue under the Priority Bonds Resolutions the repayment of which is secured by a first and 
prior lien on and pledge of the Bond Payment portion of the Annual Payments received by the 
Corporation from the Cities under the Contract, which lien and pledge is on parity with the lien 
thereon and pledge thereof securing the repayment of the Priority Bonds.  The Corporation has 
covenanted not to issue any Additional Priority Bonds. 
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D. The term Annual Payments shall mean the payments, including the Bond 
Payment, Operation and Maintenance Expenses, and Overhead Expenses, that the Corporation 
expects to receive from the Cities pursuant to the terms of the Contract. 

E. The term Authorized Officials shall mean the Corporation’s Board President, the 
Corporation’s Board Secretary, and/or the General Manager. 

F. The term Average Annual Debt Service Requirements shall mean that average 
amount which, at the time of computation, will be required to pay the Debt Service Requirement 
on all Outstanding Priority Bonds and New Series Bonds when due (either at Stated Maturity or 
mandatory redemption) and derived by dividing the total of such Debt Service Requirements by 
the number of Fiscal Years then remaining before Stated Maturity of such Priority Bonds and 
New Series Bonds.  For purposes of this definition, a fractional period of a Fiscal Year shall be 
treated as an entire Fiscal Year.  Capitalized interest payments provided from bond proceeds 
shall be excluded in making the aforementioned computation. 

G. The term Bond Fund shall mean the special Fund or account created and 
established by the provisions of Section 13 of this Resolution. 

H. The term Bond Payment shall have the meaning ascribed thereto in the Contract. 

I. The term Bonds shall mean the $36,000,000 “SCHERTZ/SEGUIN LOCAL 
GOVERNMENT CORPORATION CONTRACT REVENUE BONDS, SERIES 2016 (TEXAS 
WATER DEVELOPMENT BOARD SWIRFT PROJECT FINANCING)”, dated August 1, 
2016, authorized by this Resolution. 

J. The term Bonds Similarly Secured shall mean any Additional Obligations 
hereafter issued by the Corporation or bonds issued to refund any of the foregoing if issued in a 
manner that provides that the refunding bonds are payable from and equally and ratably secured 
by a lien on and pledge of the Net Revenues. 

K. The term Closing Date shall mean the date of physical delivery of the Initial Bond 
for the payment in full by the Purchasers. 

L. The term Contract shall mean the Regional Water Supply Contract, dated as of 
November 15, 1999, together with amendments and supplements thereto (which by the term of 
such instrument is designated as a supplement to such Contract), a conformed copy of such 
Contract being attached hereto as Exhibit E for the purposes of identification. 

M. The term Corporation shall mean Schertz/Seguin Local Government Corporation 
and any other nonprofit corporation, public agency, or other entity succeeding to the powers, 
rights, privileges and functions of the Corporation and, when appropriate, the Board of Directors 
of the Corporation. 

N. The term Construction Fund shall mean the Corporation’s construction fund 
ordered established by Section 36 of this Resolution. 
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O. The term Credit Agreement shall mean a loan agreement, revolving credit 
agreement, agreement establishing a line of credit, letter of credit, reimbursement agreement, 
insurance contract, commitments to purchase debt, purchase or sale agreements, interest rate 
swap agreements, or commitments or other contracts or agreements authorized, recognized, and 
approved by the Corporation as a Credit Agreement in connection with the authorization, 
issuance, security, or payment of any Bond. 

P. The term Credit Facility shall mean (i) a policy of insurance or a surety bond, 
issued by an issuer of policies of insurance insuring the timely payment of debt service on 
governmental obligations under and pursuant to Texas law, or (ii) a letter or line of credit issued 
by any financial institution authorized under applicable State law to deliver such types of 
financial instrument. 

Q. The term Credit Provider shall mean any bank, financial institution, insurance 
company, surety bond provider, or other institution which provides, executes, issues, or 
otherwise is a party to or provider of a Credit Agreement or a Credit Facility. 

R. The term Debt Service Requirements shall mean as of any particular date of 
computation, with respect to any obligations and with respect to any period, the aggregate of the 
amounts to be paid or set aside by the Corporation as of such date or in such period for the 
payment of the principal of, premium, if any, and interest (to the extent not capitalized) on such 
obligations; assuming, in the case of obligations without a fixed numerical rate, that such 
obligations bear interest calculated by assuming (i) that the interest rate for every 12-month 
period on such bonds is equal to the rate of interest reported in the most recently published 
edition of The Bond Buyer (or its successor) at the time of calculation as the “Revenue Bond 
Index” or, if such Revenue Bond Index is no longer being maintained by The Bond Buyer (or its 
successor) at the time of calculation, such interest rate shall be assumed to be 80% of the rate of 
interest then being paid on United States Treasury obligations of like maturity and (ii) that, in the 
case of bonds not subject to fixed scheduled mandatory sinking fund redemptions, that the 
principal of such bonds is amortized such that annual debt service is substantially level over the 
remaining stated life of such bonds or in the manner permitted under Section 1371.057(c), as 
amended, Texas Government Code as the same relates to interim or non–permanent 
indebtedness, and in the case of obligations required to be redeemed or prepaid as to principal 
prior to Stated Maturity according to a fixed schedule, the principal amounts thereof will be 
redeemed prior to Stated Maturity in accordance with the mandatory redemption provisions 
applicable thereto (in each case notwithstanding any contingent obligation to redeem bonds more 
rapidly).  For the term of any Credit Agreement or a Credit Facility in the form of an interest rate 
hedge agreement entered into in connection with any such obligations, Debt Service 
Requirements shall be computed by netting the amounts payable to the Corporation under such 
hedge agreement from the amounts payable by the Corporation under such hedge agreement and 
such obligations. 

S. The term Depository shall mean an official depository bank of the Corporation. 

T. The term Fiscal Year shall mean the twelve month accounting period used by the 
Corporation in connection with the operation of the System, currently ending on September 30th 
of each year, which may be any twelve consecutive month period established by the Corporation, 
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but in no event may the Fiscal Year be changed more than one time in any three calendar year 
period. 

U. The term Government Securities, as used herein, shall mean (i) direct noncallable 
obligations of the United States, including obligations that are unconditionally guaranteed by, the 
United States of America; (ii) noncallable obligations of an agency or instrumentality of the 
United States, including obligations that are unconditionally guaranteed or insured by the agency 
or instrumentality and that, on the date the governing body of the issuer adopts or approves the 
proceedings authorizing the issuance of refunding bonds, are rated as to investment quality by a 
nationally recognized investment rating firm not less than AAA or its equivalent; 
(iii) noncallable obligations of a state or an agency or a county, municipality, or other political 
subdivision of a state that have been refunded and that, on the date the governing body of the 
issuer adopts or approves the proceedings authorizing the issuance of refunding bonds, are rated 
as to investment quality by a nationally recognized investment rating firm not less than “AAA” 
or its equivalent, or (iv) any additional securities and obligations hereafter authorized by the laws 
of the State of Texas as eligible for use to accomplish the discharge of obligations such as the 
Bonds. 

V. The term Gross Revenues shall mean all income and increment, including, but not 
limited to, any revenues, income, or connection fees which may be derived from the ownership 
and/or operation of the System as it is purchased, constructed or otherwise acquired, including 
payments pursuant to the Contract (excluding the Bond Payment portion of the Annual 
Payments), but shall not mean the income and increment derived from a contract or contracts 
with persons, corporations, municipal corporations, political subdivisions, or other entities which 
under the terms of the authorizing resolution(s) or order(s) that may be pledged for the 
requirements of the Corporation’s Special Project Bonds issued particularly to finance certain 
facilities (even though the facilities to be financed with the Special Project Bonds are physically 
connected to the System) needed in performing any such contract or contracts; provided, 
however, that the Board of Directors of the Corporation may utilize any revenues, including 
those generated by the Contract, in excess of the Debt Service Requirements on the Priority 
Bonds and/or New Series Bonds for any lawful purpose in accordance with this Resolution and 
the Contract. 

W. The term Holder or Holders shall mean the registered owner, whose name 
appears in the Security Register, for any Bond. 

X. The term Inferior Lien Obligations shall mean (i) any bonds, notes, warrants, or 
other obligations hereafter issued by the Corporation payable wholly or in part from a pledge of 
and lien on Net Revenues of the System, all as further provided in Section 21 of this Resolution, 
which is subordinate and inferior to the lien on and pledge thereof securing the payment of any 
Prior Lien Obligations or Junior Lien Obligations hereafter issued by the Corporation, and 
(ii)  obligations hereafter issued to refund any of the foregoing that are payable from and equally 
and ratably secured by a subordinate and inferior lien on and pledge of the Net Revenues as 
determined by the Board of Directors in accordance with any applicable law. 

Y. The term Insurer shall mean ___________________________________, or any 
successor thereto. 
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Z. The term Interest Payment Date shall mean the date semiannual interest is 
payable on the Bonds, being February 1 and August 1 of each year, commencing August 1, 2017, 
while any of the Bonds remain Outstanding. 

AA. The term Junior Lien Obligations shall mean (i) any bonds, notes, warrants, or 
any similar obligations hereafter issued by the Corporation that are payable wholly or in part 
from and equally and ratably secured by a junior and inferior lien on and pledge of the Net 
Revenues of the System, all as further provided in Section 21 of this Resolution and 
(ii) obligations hereafter issued to refund any of the foregoing that are payable from and equally 
and ratably secured by a junior and inferior lien on and pledge of the Net Revenues as 
determined by the Board of Directors in accordance with any applicable law. 

BB. The term Net Revenues shall mean Gross Revenues of the System, with respect to 
any period, after deducting the System’s Operation and Maintenance Expenses during such 
period. 

CC. The term New Series Bonds shall mean the Previously Issued New Series Bonds, 
the Bonds, and any Additional New Series Bonds hereafter issued by the Corporation. 

DD. The term Operation and Maintenance Expenses shall have the meaning ascribed 
thereto in the Contract. 

EE. The term Outstanding shall mean when used in this Resolution with respect to 
Bonds means, as of the date of determination, all Bonds issued and delivered under this 
Resolution, except: 

(1) those Bonds canceled by the Paying Agent/Registrar or delivered to the 
Paying Agent/Registrar for cancellation; 

(2) those Bonds for which payment has been duly provided by the 
Corporation in accordance with the provisions of Section 40 of this Resolution by the 
irrevocable deposit with the Paying Agent/Registrar, or an authorized escrow agent, of 
money or Government Securities, or both, in the amount necessary to fully pay the 
principal of, premium, if any, and interest thereon to maturity or redemption, as the case 
may be, provided that, if such Bonds are to be redeemed, notice of redemption thereof 
shall have been duly given pursuant to this Resolution or irrevocably provided to be 
given to the satisfaction of the Paying Agent/Registrar, or waived; and 

(3) those Bonds that have been mutilated, destroyed, lost, or stolen and 
replacement Bonds have been registered and delivered in lieu thereof as provided in 
Section 34 of this Resolution. 

FF. The term Overhead Expenses shall have the meaning ascribed thereto in the 
Contract. 

GG. The term Policy shall mean the Municipal Bond Insurance Policy issued by the 
Insurer that guarantees the scheduled payment of principal of and interest on the Bonds when 
due. 
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HH. The term Previously Issued New Series Bonds shall mean (i) $6,275,000 
“SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION CONTRACT REVENUE 
REFUNDING BONDS, NEW SERIES 2014”, dated September 1, 2014, (ii) 41,720,000 
“SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION CONTRACT REVENUE 
IMPROVEMENT AND REFUNDING BONDS, NEW SERIES 2015”, dated December 1, 2014, 
and (iii) obligations hereafter issued to refund any of the foregoing that are payable from and 
equally and ratably secured by a junior and inferior lien on and pledge of the Bond Payment 
portion of the Annual Payments as determined by the Board of Directors in accordance with any 
applicable law. 

II. The term Prior Lien Obligations shall mean (i) any bonds, notes, warrants, or 
other evidences of indebtedness which the Corporation reserves the right to issue or enter into, as 
the case may be, in the future under the terms and conditions provided in Section 20 of this 
Resolution and which are equally and ratably secured solely by a first and prior lien on and 
pledge of the Net Revenues of the System and (ii) obligations hereafter issued to refund any of 
the foregoing if issued in a manner so as to be payable from and secured by a first and prior lien 
on and pledge of the Net Revenues as determined by the Corporation’s Board in accordance with 
applicable law. 

JJ. The term Priority Bonds shall mean (i) those obligations heretofore issued by the 
Corporation and that remain Outstanding after the issuance of the Bonds, which Outstanding 
obligations are payable from and secured by a first and prior lien on and pledge of the Bond 
Payment portion of the Annual Payments, which lien and pledge is senior and superior to the lien 
thereon and pledge thereof securing the repayment of the New Series Bonds, being the: 

(1) $41,040,000 “SCHERTZ/SEGUIN LOCAL GOVERNMENT 
CORPORATION CONTRACT REVENUE BONDS, SERIES 2001”, dated February 1, 
2001, and 

(2) $22,140,000 “SCHERTZ/SEGUIN LOCAL GOVERNMENT 
CORPORATION CONTRACT REVENUE REFUNDING BONDS, SERIES 2010”, 
dated June 1, 2010. 

and (ii) obligations hereafter issued to refund any of the foregoing that are payable from 
and equally and ratably secured by a first and prior lien on and pledge of the Bond 
Payment portion of the Annual Payments as determined by the Board of Directors in 
accordance with any applicable law. 

KK. The term Project shall have the meaning ascribed in the preamble to this 
Resolution. 

LL. The term Purchasers shall mean the initial purchaser or purchasers of the Bonds 
named in Section 35 of this Resolution. 

MM. The term Rating Agency shall mean any nationally recognized securities rating 
agency which has assigned a rating to the Bonds. 
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NN. The term Renewal and Replacement Fund shall mean the special fund, creation 
and establishment under the Priority Bonds Resolutions of which is recognized by the 
Corporation in Section 15 of this Resolution. 

OO. The term Resolution shall mean this resolution adopted by the Corporation’s 
Board on ____________, 2016. 

PP. The term Special Project Bonds shall mean obligations which the Corporation 
expressly reserves the right to issue in Section 22 of this Resolution. 

QQ. The term Stated Maturity shall mean the annual principal payments of the Bonds 
payable on February 1 of each year, as set forth in Section 2 of this Resolution. 

RR. The term System shall mean the works, improvements, facilities, plants, 
equipment, appliances, property, easements, leaseholds, licenses, privileges, right of use or 
enjoyment, contract rights or other interests in property comprising the utility system of the 
Corporation, including the Project, now owned or to be hereafter purchased, constructed or 
otherwise acquired whether by deed, contract or otherwise, together with any additions or 
extensions thereto or improvements and replacements thereof, or the utility system of any other 
entity to which the Corporation has contractual rights of use, including the Project, except the 
facilities which the Corporation may purchase or acquire with the proceeds of the sale of Special 
Project Bonds, so long as such Special Project Bonds are outstanding, notwithstanding that such 
facilities may be physically connected with the System. 

SS. The term TWDB shall mean the Texas Water Development Board or any 
successor entity thereof. 

TT. The term TWDB Program shall have the meaning ascribed in Section 62 of the 
Resolution. 

SECTION 10: Pledge of the Bond Payment Portion of the Annual Payments; Availability 
of Net Revenues for Payment; Perfection of Security Interest. 

A. The Corporation hereby covenants and agrees that the Bond Payment portion of 
the Annual Payments, subject (but only subject) to the first and prior lien thereon and pledge 
thereof securing the repayment of the currently outstanding Priority Bonds, is hereby irrevocably 
pledged to the payment and security of the New Series Bonds including the establishment and 
maintenance of the special funds or accounts created and established for the payment and 
security thereof, as hereinafter provided.  It is hereby resolved that the New Series Bonds, and 
the interest thereon, shall constitute a lien on and pledge of the Bond Payment portion of the 
Annual Payments (subject only to the first and prior lien thereon and pledge thereof securing the 
repayment of the currently outstanding Priority Bonds) and shall be valid and binding without 
any physical delivery thereof or further act by the Corporation.  This lien on and pledge of the 
Bond Payment portion of the Annual Payments for the payment and security of the New Series 
Bonds, as heretofore described, shall be subject only to the first and prior lien thereon and pledge 
thereof securing the currently outstanding Priority Bonds and, at such time as no Priority Bonds 
are Outstanding, the lien on and pledge of the Bond Payment Portion of the Annual Payments 
securing the repayment of the New Series Bonds hereby created shall be elevated to a first and 
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prior lien position such that this lien and pledge shall be prior in right and claim as to any other 
indebtedness, liability, or obligation of the Corporation or the System with respect to the New 
Series Bonds. 

B. As an additional source of payment of Debt Service Requirements on the New 
Series Bonds, but not pledged as additional security therefor, the Corporation hereby reserves the 
right to utilize its Net Revenues for such lawful purpose, but any use of Net Revenues for the 
payment of New Series Bonds Debt Service Requirements shall be subject to the prior lien on 
and pledge of the Net Revenues securing the payment of any Additional Obligations hereafter 
issued by the Corporation. 

C. Chapter 1208, as amended, Texas Government Code applies to the issuance of the 
New Series Bonds and the lien on and pledge of Bond Payment portion of the Annual Payments 
granted by the Corporation under subsection A. of this Section, and such pledge is therefore 
valid, effective, and perfected.  If Texas law is amended at any time while the New Series Bonds 
are outstanding and unpaid such that the pledge of the Bond Payment portion of the Annual 
Payments granted by the Corporation is to be subject to the filing requirements of Chapter 9, 
Texas Business & Commerce Code, as amended, then in order to preserve to the registered 
owners of the New Series Bonds the perfection of the security interest in this pledge, the 
Corporation agrees to take such measures as it determines are reasonable and necessary under 
Texas law to comply with the applicable provisions of Chapter 9, Texas Business & Commerce 
Code, as amended and enable a filing to perfect the security interest in this pledge to occur. 

SECTION 11: Rates and Charges.  For the benefit of the Holders of the New Series 
Bonds and in addition to all provisions and covenants in the laws of the State of Texas and in this 
Resolution, the Corporation hereby expressly stipulates and agrees, while any of the New Series 
Bonds are Outstanding, to establish and maintain rates and charges for facilities and services 
afforded by the System, including the Annual Payments, that are reasonably expected, on the 
basis of available information and experience and with due allowance for contingencies, to 
produce Gross Revenues in each Fiscal Year sufficient: 

A. To pay all Operation and Maintenance Expenses, or any expenses required by 
statute to be a first claim on and charge against the Gross Revenues of the System; 

B. To produce Net Revenues, together with any other lawfully available funds, 
sufficient to pay the principal of and interest on any Prior Lien Obligations hereafter issued by 
the Corporation and the amounts required to be deposited in any reserve, contingency, or 
redemption fund or account created for the payment and security of any Prior Lien Obligations, 
and any other obligations or evidences of indebtedness issued or incurred that are payable from 
and secured solely by a prior and first lien on and pledge of the Net Revenues of the System; 

C. To produce Net Revenues, together with any other lawfully available funds, 
sufficient to pay the principal of and interest on any Junior Lien Obligations hereafter issued by 
the Corporation and the amounts required to be deposited in any reserve, contingency, or 
redemption fund or account created for the payment and security of any Junior Lien Obligations, 
and any other obligations or evidences of indebtedness issued or incurred that are payable from 
and secured solely by a junior and inferior lien on and pledge of the Net Revenues of the System; 
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D. To produce Net Revenues, together with any other lawfully available funds, 
sufficient to pay the principal of and interest on any Inferior Lien Obligations hereafter issued by 
the Corporation and the amounts required to be deposited in any reserve, contingency, or 
redemption fund or account created for the payment and security of any Inferior Lien 
Obligations, and any other obligations or evidences of indebtedness issued or incurred that are 
payable from and secured solely by a subordinate and inferior lien on and pledge of the Net 
Revenues of the System;  

E. To produce Net Revenues, together with any other lawfully available funds, 
including the Bond Payment portion of the Annual Payments, to pay the principal of and interest 
on the currently outstanding Priority Bonds as the same become due and payable and to deposit 
the amounts required to be deposited in any special fund or account, including the Priority 
Bonds’ debt service and debt service reserve funds and the Renewal and Replacement Fund 
heretofore created and established for the payment and security of the Priority Bonds; and 

F. To produce Net Revenues, together with any other lawfully available funds, 
including the Bond Payment portion of the Annual Payments, to pay the principal of and interest 
on the New Series Bonds as the same become due and payable and to deposit the amounts 
required to be deposited in any special fund or account, including the Bond Fund created herein 
and any debt service reserve fund hereafter created as additional security for any Additional New 
Series Bonds, created and established for the payment and security of the New Series Bonds. 

SECTION 12: System Fund.  The Corporation hereby ratifies, confirms and herein 
assumes the application for so long as any New Series Bonds are Outstanding its prior covenants 
and agreements made in the Priority Bonds Resolutions that the Gross Revenues of the System 
shall be deposited, as collected and received, into a separate fund or account previously created, 
established, and maintained with the Depository known as the “Schertz/Seguin Local 
Government Corporation Revenue Fund” (the System Fund) and that the Gross Revenues of the 
System shall be kept separate and apart from all other funds of the Corporation.  The Corporation 
covenants that the Overhead Expenses and Operation and Maintenance Expenses (each as 
defined in the Contract) shall be deposited upon receipt by the Corporation into the System Fund.  
All Gross Revenues deposited into the System Fund shall be pledged and appropriated to the 
extent required for the following uses and in the order of priority shown: 

FIRST: to the payment of all necessary and reasonable Operation and Maintenance 
Expenses as defined herein or required by statute, to be a first charge on and claim 
against the Gross Revenues of the System. 

SECOND: to the payment of the amounts required to be deposited into the bond, reserve, 
contingency, or redemption funds created and established for the payment of any 
Prior Lien Obligations hereafter issued by the Corporation as the same become 
due and payable. 

THIRD: to the payment of the amounts required to be deposited into the bond, reserve, 
contingency, or redemption funds created and established for the payment of any 
Junior Lien Obligations hereafter issued by the Corporation as the same become 
due and payable. 
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FOURTH: to the payment of the amounts required to be deposited into the bond, reserve, 
contingency, or redemption funds created and established for the payment of any 
Inferior Lien Obligations hereafter issued by the Corporation as the same become 
due and payable. 

FIFTH: to the payment of the amounts that must be deposited in any special funds or 
accounts, including the debt service and debt service reserve funds and the 
Renewal and Replacement Fund created and established for the payment and 
security of the currently outstanding Priority Bonds. 

SIXTH: to the payment of the amounts that must be deposited in any special funds or 
accounts, including the Bond Fund created herein and any debt service reserve 
fund hereafter created as additional security for any Additional New Series 
Bonds, created and established for the payment and security of the New Series 
Bonds. 

Any Net Revenues remaining in the 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 Corporation purpose now or hereafter permitted by law. 

SECTION 13: Bond Fund; Surplus Bond Proceeds.  For purposes of providing funds to 
pay the principal of and interest on the New Series Bonds as the same become due and payable, 
the Corporation agrees to maintain, at the Depository, a separate and special fund or account 
previously created and known as the “Schertz/Seguin Local Government Corporation Contract 
Revenue Bonds, Series Interest and Sinking Fund” (the Bond Fund).  The Corporation covenants 
that the Bond Payment portion of the Annual Payments shall be deposited upon receipt by the 
Corporation into the Bond Fund.  The Authorized Officials covenant that there shall be deposited 
into the Bond Fund prior to each principal and interest payment date from the available Bond 
Payment portion of the Annual Payments an amount equal to one hundred per cent (100%) of the 
amount required to fully pay the interest on and the principal of the New Series Bonds then 
falling due and payable, such deposits to pay maturing principal and accrued interest on the New 
Series Bonds to be made in substantially equal monthly installments on or before the tenth day of 
each month, beginning on or before the tenth day of the month next following the delivery of the 
Bonds to the Purchasers.  If the Bond Payment portion of the Annual Payments in any month are 
insufficient to make the required payments into the Bond Fund, then the amount of any 
deficiency in such payment shall be added to the amount otherwise required to be paid into the 
Bond Fund in the next month.  For the avoidance of doubt, and for purposes of clarity, the Bond 
Payment portion of the Annual Payments received by the Corporation from the Cities under the 
Contract shall be utilized by the Corporation, as received, in the following manner for so long as 
any Priority Bonds remain Outstanding: 

FIRST: to the payment of the amounts that must be deposited in any special funds or 
accounts, including the debt service and debt service reserve funds created and 
established for the payment and security of the currently outstanding Priority 
Bonds and the Renewal and Replacement Fund, in the times and in the amounts 
(if at all) specified in the Priority Bonds Resolutions. 
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SECOND: to the payment of the amounts that must be deposited in any special funds or 
accounts, including the Bond Fund, created and established for the payment and 
security of the New Series Bonds (and including any debt service reserve fund 
hereafter created as additional security for any Additional New Series Bonds).   

The required monthly deposits to the Bond Fund for the payment of principal of and 
interest on the New Series Bonds shall continue to be made as hereinabove provided until such 
time as (i) the total amount on deposit in the Bond Fund is equal to the amount required to fully 
pay and discharge all outstanding New Series Bonds (principal and interest) or (ii) the New 
Series Bonds are no longer Outstanding. 

Accrued interest, if any, received from the Purchasers, as well as any Net Revenues 
deposited to the Bond Fund at the Corporation’s discretion, shall be taken into consideration and 
reduce the amount of the monthly deposits hereinabove required to be deposited into the Bond 
Fund from the Bond Payment portion of the Annual Payments.  Additionally, any proceeds of 
the Bonds, and investment income thereon, not expended for authorized purposes shall be 
deposited into the Bond Fund and such amounts as deposited shall be taken into consideration 
and reduce the amount of monthly deposits required to be deposited into the Bond Fund from the 
Bond Payment portion of the Annual Payments. 

SECTION 14: Reserve Fund.  The Corporation hereby reserves the right to establish, at 
the time of issuance of any series of Additional New Series Bonds, a debt service reserve fund, 
as either a segregated fund created for the benefit of a particular series of Additional New Series 
Bonds or a combined fund applicable to all New Series Bonds at such time Outstanding, and to 
provide for the funding of any such debt service reserve fund in the manner (which may be in 
any manner then or thereafter permitted by applicable law) and amount as prescribed in the 
Corporation resolution authorizing the issuance of the series of Additional New Series Bonds in 
conjunction with which such reserve fund is created.  No debt service reserve was created in the 
issuance of the Previously Issued New Series Bonds or is created in connection with the issuance 
of the Bonds.   

SECTION 15: Renewal and Replacement Fund.  There has been previously created and 
established under the Priority Bonds Resolutions that there shall be maintained at the Depository, 
and accounted for separate and apart from all other funds of the Corporation a separate fund 
entitled the “Schertz/Seguin Local Government Corporation Contract Revenue Bonds Renewal 
and Replacement Fund” (the Renewal and Replacement Fund).  The amount deposited initially 
into the Renewal and Replacement Fund from proceeds of the previously issued Priority Bonds 
was $500,000.00 (the Emergency Amount) which amount may not be decreased while any 
Priority Bonds are Outstanding.  The Renewal and Replacement Fund shall be used for the 
purpose of (1) paying the costs of improvements, enlargements, extensions, additions, 
replacements, or other capital expenditures related to the System, or (2) paying the costs of 
unexpected or extraordinary repairs or replacements of the System for which System funds are 
not available, or (3) paying unexpected or extraordinary expenses of operation and maintenance 
of the System for which System funds are not otherwise available, or (4) paying the debt service 
requirements on the currently outstanding Priority Bonds for which other System revenues are 
not available, or (5) for any other lawful purpose in support of the System. 
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Though it has not exercised such right with respect to the issuance of the currently 
outstanding New Series Bonds, the Corporation hereby reserves the right to provide, in any 
prospective Corporation resolution authorizing the issuance of any series of Additional New 
Series Bonds, for an increase in the amount to be maintained from time to time in the Renewal 
and Replacement Fund and to provide that the amounts on deposit from time in the Renewal and 
Replacement Fund shall be available to pay debt service on the New Series Bonds subject to the 
prior use of any such proceeds to pay debt service on any Priority Bonds at such time 
Outstanding.  Such Corporation resolution shall provide for the manner of funding any resultant 
increase in the amount to be accumulated and maintained in the Repair and Replacement Fund in 
a manner permitted under the Priority Bonds Resolutions and other applicable law and that is not 
in conflict with terms and provisions of this Resolution.   

SECTION 16: Deficiencies – Excess Net Revenues. 

A. If on any occasion there shall not be a sufficient amount of the Bond Payment 
portion of the Annual Payments to make the required deposits into the Bond Fund, then such 
deficiency shall be cured as soon as possible from the next available unallocated Annual 
Payments, or from any other sources available for such purpose, and such payments shall be in 
addition to the amounts required to be paid into these Funds or accounts during such month or 
months.  Subject to making the required deposits to any funds or accounts securing any 
Additional Obligations or Priority Bonds, when and as required by any Corporation resolution 
authorizing a series of Additional Obligations or any Priority Bonds Resolution, respectively, the 
excess Net Revenues of the System may be used by the Corporation for any lawful purpose 
including, but not limited to, the payment of the Debt Service Requirements on or redemption of 
any New Series Bonds. 

B. Subject to making the required deposits to the Bond Fund when and as required 
by this Resolution or any resolution authorizing the issuance of Additional New Series Bonds or 
Additional Obligations, the excess Net Revenues of the System may be used by the Corporation 
for any lawful purpose including, but not limited to, the redemption of any Bonds Similarly 
Secured or New Series Bonds, as applicable. 

SECTION 17: Payment of Bonds.  While any of the New Series Bonds are Outstanding, 
any Authorized Official shall cause to be transferred to the Paying Agent/Registrar therefor, from 
funds on deposit in the Bond Fund, amounts sufficient to fully pay and discharge promptly each 
installment of interest on and principal of the New Series Bonds as such installment accrues or 
matures; such transfer of funds must be made in such manner as will cause immediately 
available funds to be deposited with the Paying Agent/Registrar for the New Series Bonds at the 
close of the business day next preceding the date a debt service payment is due on the New 
Series Bonds. 

SECTION 18: Investments.  Funds held in any Fund or account created, established, or 
maintained pursuant to this Resolution shall, at the option of the Corporation, be invested as 
permitted by the provisions of the Public Funds Investment Act, as amended, Chapter 2256, 
Texas Government Code, or any other law (collateralized pursuant to the Public Funds Collateral 
Act, as amended, Chapter 2257, Texas Government Code), and secured (to the extent not insured 
by the Federal Deposit Insurance Corporation) by obligations of the type hereinafter described, 
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including time deposits, certificates of deposit, guaranteed investment contracts, or similar 
contractual agreements, investments held in book-entry form, in securities including, but not 
limited to, direct obligations of the United States of America, obligations guaranteed or insured 
by the United States of America, which, in the opinion of the Attorney General of the United 
States, are backed by its full faith and credit or represent its general obligations, or invested in 
indirect obligations of the United States of America, including, but not limited to, evidences of 
indebtedness issued, insured, or guaranteed by such governmental agencies as the Federal Land 
Banks, Federal Intermediate Credit Banks, Banks for Cooperatives, Federal Home Loan Banks, 
Government National Mortgage Association, Farmers Home Administration, Federal Home 
Loan Mortgage Association, or Federal Housing Association; provided that all such deposits and 
investments shall be made in such a manner that the money required to be expended from any 
Fund or account will be available at the proper time or times.  Such investments (except State 
and Local Government Series investments held in book entry form, which shall at all times be 
valued at cost) shall be valued in terms of current market value within 45 days of the close of 
each Fiscal Year.  All interest and income derived from deposits and investments in the Bond 
Fund immediately shall be credited to, and any losses debited to, the Bond Fund.  All such 
investments shall be sold promptly when necessary to prevent any default in connection with the 
Bonds. 

SECTION 19: Issuance of Additional Bonds. 

A. The Corporation hereby covenants to not issue any Additional Priority Bonds. 

B. In addition to the right to issue bonds of subordinate and inferior lien as 
authorized by the laws of this State of Texas, the Corporation reserves the right hereafter to issue 
Additional New Series Bonds.  The Additional New Series Bonds, when issued, shall be payable 
from and secured by a lien on and pledge of the Bond Payment portion of the Annual Payments 
in the same manner and to the same extent as are the New Series Bonds at such time Outstanding 
and such Additional New Series Bonds and New Series Bonds at such time Outstanding shall in 
all respects be of equal dignity.  The Additional New Series Bonds may be issued in one or more 
installments provided, however, that no Additional New Series Bonds, shall be issued unless and 
until the following conditions have been met: 

(1) The Corporation is not then in default as to any covenant, condition or 
obligation prescribed in any Priority Bonds Resolution authorizing the issuance of 
Priority Bonds at such time outstanding and any resolution authorizing the issuance of the 
New Series Bonds at such time Outstanding or the Contract (including any amendment or 
supplement thereto). 

(2) A consulting engineer certifies to the Corporation the need for an 
estimated amount of additional financing required for completion, expansion, 
enlargement or improvement of the Project, if new money bonds are being issued. 

(3) The Cities  shall have approved the resolution(s) authorizing the issuance 
of the Additional New Series Bonds as to form and content and acknowledged that the 
payment of principal of and interest on such Additional New Series Bonds is payable, in 
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whole or in part, from the Bond Payment portion of the Annual Payments to be made by 
the Cities to the Corporation under and pursuant to the Contract. 

(4) The Additional New Series Bonds are made to mature on February 1 or 
August 1 or both in each of the years in which they are scheduled to mature. 

(5) The resolution authorizing the issuance of the Additional New Series 
Bonds provides for deposits to be made to the Bond Fund in amounts sufficient to pay the 
principal of and interest on such Additional New Series Bonds as the same become due. 

Outstanding New Series Bonds may be refunded (pursuant to any law then available) 
upon such terms and conditions as the Corporation’s Board may deem to be in the best interest of 
the Corporation. 

SECTION 20: Issuance of Prior Lien Obligations.  The Corporation also reserves the 
right to issue Prior Lien Obligations that are payable from and secured by a first and prior lien 
and pledge of the Net Revenues of the System.  The Corporation covenants and agrees, however, 
it will not issue any Prior Lien Obligations unless: 

A. Except for a refunding to cure a default, the Corporation is not then in default as 
to any covenant, condition or obligation prescribed by the resolutions authorizing the issuance of 
New Series Bonds. 

B. Each of the funds created solely for the payment of principal of and interest on the 
then-outstanding Priority Bonds and then-outstanding New Series Bonds contains the amounts of 
money then-required to be on deposit therein. 

In addition, the Prior Lien Obligations may be refunded pursuant to any law then 
available upon such terms and conditions as the Corporation’s Board may deem to be in the best 
interest of the Corporation and its inhabitants. 

SECTION 21: Obligations of Inferior Lien and Pledge.  The Corporation hereby reserves 
the right to issue, at any time, obligations including, but not limited to, Junior Lien Obligations 
and Inferior Lien Obligations payable from and secured, in whole or in part, by a lien on and 
pledge of the Net Revenues of the System, subordinate and inferior in rank and dignity to the lien 
on and pledge of such Net Revenues securing the payment of any Prior Lien Obligations 
hereafter issued by the Corporation as may be authorized by the laws of the State of Texas. 

SECTION 22: Special Project Bonds.  The Corporation further reserves the right to issue 
bonds in one or more installments for the purchase, construction, improvement, extension, 
replacement, enlargement or repair of utility facilities necessary under a contract or contracts 
with persons, corporations, municipal corporations, political subdivisions, or other entities, such 
bonds to be payable from and secured by the proceeds of such contract or contracts.  The 
Corporation further reserves the right to refund such bonds and secure the payment of the debt 
service requirements on the refunding bonds in the same manner or as otherwise permitted by the 
laws of the State of Texas. 
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SECTION 23: Maintenance of System - Insurance.  The Corporation covenants, agrees, 
and affirms its covenants that while the New Series Bonds remain outstanding it will maintain 
and operate the System with all possible efficiency and maintain casualty and other insurance on 
the properties of the System and its operations of a kind and in such amounts customarily carried 
by municipal corporations in the State of Texas engaged in a similar type of business (which may 
include an adequate program of self-insurance); and that it will faithfully and punctually perform 
all duties with reference to the System required by the laws of the State of Texas.  All money 
received from losses under such insurance policies, other than public liability policies, shall be 
retained for the benefit of the Holders of the New Series Bonds until and unless the proceeds are 
paid out in making good the loss or damage in respect of which such proceeds are received, 
either by replacing the property destroyed or repairing the property damaged, and adequate 
provision for making good such loss or damage must be made within ninety (90) days after the 
date of loss.  The payment of premiums for all insurance policies required under the provisions 
hereof shall be considered Operation and Maintenance Expenses.  Nothing in this Resolution 
shall be construed as requiring the Corporation to expend any funds which are derived from 
sources other than the operation of the System but nothing herein shall be construed as 
preventing the Corporation from doing so. 

SECTION 24: Records and Accounts - Annual Audit.  The Corporation covenants, 
agrees, and affirms its covenants that so long as any of the New Series Bonds remain 
outstanding, it will keep and maintain separate and  complete records and accounts pertaining to 
the operations of  the System in which complete and correct entries shall be made of all 
transactions relating thereto as provided by applicable law.  The Holders of the Bonds or any 
duly authorized agent or agents  of such Holders shall have the right to inspect the System and all 
properties comprising the same.  The Corporation further agrees that following (and in no event 
later than 150 days after) the close of each Fiscal Year, it will cause an audit of such books and 
accounts to be made by an independent firm of Certified Public Accountants which annual audit 
shall be prepared in accordance with generally accepted auditing standards.  Copies of each 
annual audit shall be furnished, without charge, (i) to the Texas Water Development Board, 
Attention:  Executive Administrator and (ii) upon written request, to and at the expense of such 
Holder, to any subsequent Holder thereof.  Expenses incurred in making the annual audit of the 
operations of the System are to be regarded as Operation and Maintenance Expenses. 

SECTION 25: Sale or Encumbrance of System.  While any New Series Bonds remain 
Outstanding, the Corporation will not sell, dispose of or, except as permitted in Sections 20, 21, 
22, 23, and 62, further encumber the Net Revenues of the System or any substantial part thereof; 
provided, however, that this provision shall not prevent the Corporation from disposing of any of 
the Project or the System which is being replaced or is deemed by the Corporation to be obsolete, 
worn out, surplus or no longer needed for the proper operation of the System.  Any agreement 
pursuant to which the Corporation contracts with a person, corporation, municipal corporation or 
political subdivision to operate the System or to lease and/or operate all or part of the System 
shall not be considered as an encumbrance of the System. 

SECTION 26: Competition.  To the extent it legally may, the Corporation will not grant 
any franchise or permit for the acquisition, construction or operation of any competing facilities 
which might be used as a substitute for the System and will prohibit the operation of any such 
competing facilities. 
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SECTION 27: Special Covenants.  The Corporation further covenants and agrees that: 

A. Encumbrance and Sale. 

(1) The Annual Payments and the Net Revenues have not in any manner been 
pledged to the payment of any debt or obligation of the Corporation except with respect 
to the currently Outstanding Priority Bonds and New Series Bonds are Outstanding, the 
Corporation will not, except as provided in this Resolution, additionally encumber any 
portion of the Annual Payments or the Net Revenues. 

(2) While the New Series Bonds are Outstanding, and except as specifically 
permitted in Section 20, 21, 22, 23, and 62, of this Resolution, the Corporation shall not 
mortgage, pledge, encumber, sell, lease, or otherwise dispose of or impair its title to the 
Net Revenues of the System or any significant or substantial part thereof.  

B. Title.  Subject to the provisions of Section 62 of the Resolution, the Corporation 
or the Cities lawfully owns or will own and is or will be lawfully possessed of the lands or 
easements upon which its System is and will be located, and has or will purchase good and 
indefeasible estate in such lands in fee simple, or has or will lawfully obtain any necessary 
easements to operate the System, and it warrants that it has or will obtain and will defend, the 
title to all the aforesaid lands and easements for the benefit of the owners of the New Series 
Bonds against the claims and demands of all persons whomsoever, that it is lawfully qualified to 
pledge the Bond Payment portion of the Annual Payments to the payment of the New Series 
Bonds, in the manner prescribed herein, and that it has lawfully exercised such rights. 

C. Liens.  The Corporation will from time to time and before the same become 
delinquent pay and discharge all taxes, assessments, and governmental charges, if any, which 
shall be lawfully imposed upon it, or its System, and it will pay all lawful claims for rents, 
royalties, labor, materials, and supplies which if unpaid might by law become a lien or charge 
upon its System, provided, however, that no such tax, assessment, or charge, and that no such 
claims which might be or other lien or charge, shall be required to be paid while the validity of 
the same shall be contested in good faith by the Corporation. 

D. Performance.  The Corporation will faithfully perform at all times any and all 
covenants, undertakings, stipulations, and provisions contained in the Contract and in the 
resolutions authorizing the issuance of New Series Bonds, and in each and every New Series 
Bond and pay from the Bond Payment portion of the Annual Payments the principal of and 
interest on every New Series Bond (subject to the payment obligations relating to the currently 
outstanding Priority Bonds, as specified in the Priority Bonds Resolutions) on the dates and in 
the places and manner prescribed in such resolutions and New Series Bonds; and that it will, at 
the times and in the manner prescribed (and subject to the payment requirements applicable to 
the currently outstanding Priority Bonds, as specified in the Priority Bonds Resolutions), deposit 
or cause to be deposited from the Bond Payment portion of the Annual Payments the amounts 
required to be deposited into the Bond Fund; and the Holder of the New Series Bonds may 
require the Corporation, its officials, agents, and employees to carry out, respect, or enforce the 
covenants and obligations of this Resolution or any resolution authorizing the issuance of 
Additional New Series Bonds including, but without limitation, the use and filing of mandamus 
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proceedings, in any court or competent jurisdiction, against the Corporation, its officials, agents, 
and employees. 

E. Legal Authority.  The Corporation is duly authorized under the laws of the State 
of Texas to issue the New Series Bonds; that all action on its part for the authorization and 
issuance of the New Series Bonds has been duly and effectively taken, and the New Series 
Bonds in the hands of the Holders thereof are and will be valid and enforceable special 
obligations of the Corporation in accordance with their terms. 

F. Budget.  The Corporation will prepare, adopt, and place into effect an annual 
budget (the Annual Budget) for operation and maintenance of the System for each Fiscal Year, 
including in each Annual Budget such items as are customarily and reasonably contained in a 
utility system budget under generally accepted accounting procedures. 

G. Permits.  The Corporation will comply with all of the terms and conditions of any 
and all franchises, permits, and authorizations applicable to or necessary with respect to the 
System and which have been obtained from any governmental agency; and the Corporation has 
or will obtain and keep in full force and effect all franchises, permits, authorizations, and other 
requirements applicable to or necessary with respect to the acquisition, construction, equipment, 
operation, and maintenance of the System. 

SECTION 28: Limited Obligations of the Corporation.  The New Series Bonds are 
limited, special obligations of the Corporation payable from and equally and ratably secured, 
together with the Previously Issued New Series Bonds and any Additional New Series Bonds 
hereafter issued by the Corporation, solely by a lien on and pledge of the Bond Payment portion 
of the Annual Payments at the level of priority specified in Section 10 hereof, and the Holders 
thereof shall never have the right to demand payment of the principal or interest on the New 
Series Bonds from any funds raised or to be raised through taxation by the Corporation. 

SECTION 29: Security of Funds.  All money on deposit in the Funds or accounts for 
which this Resolution makes provision (except any portion thereof as may be at any time 
properly invested as provided herein) shall be secured in the manner and to the fullest extent 
required by the laws of the State of Texas for the security of public funds (including as required 
by and in accordance with the Texas Public Funds Collateral Act, codified at Chapter 2257, as 
amended, Texas Government Code), and money on deposit in such Funds or accounts shall be 
used only for the purposes permitted by this Resolution. 

SECTION 30: Remedies in Event of Default.  In addition to all the rights and remedies 
provided by the laws of the State of Texas and specifically to confirm that the Purchasers have 
all rights and remedies available under Texas law hereunder, the Corporation covenants and 
agrees particularly that in the event the Corporation (a) defaults in the payments to be made to 
the Bond Fund, or (b) defaults in the observance or performance of any other of the covenants, 
conditions, or obligations set forth in this Resolution, the Holders of any of the New Series 
Bonds shall be entitled to seek a writ of mandamus issued by a court of proper jurisdiction 
compelling and requiring the governing body of the Corporation and other officers of the 
Corporation to observe and perform any covenant, condition, or obligation prescribed in this 
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Resolution or in the Contract.  In addition, the Holders shall be entitled to exercise any rights of 
enforcement against the Cities, as provided in the Contract. 

No delay or omission to exercise any right or power accruing upon any default shall 
impair any such right or power or shall be construed to be a waiver of any such default or 
acquiescence therein, and every such right and power may be exercised from time to time and as 
often as may be deemed expedient.  The specific remedy herein provided shall be cumulative of 
all other existing remedies and the specification of such remedy shall not be deemed to be 
exclusive. 

For the avoidance of doubt, for so long as the Purchasers are Holders of the Bonds, the 
Purchasers may exercise all remedies available to it at law or in equity, and any provision of this 
Resolution or the Bonds that attempts to restrict or limit this right to exercise remedies shall be 
of no force or effect. 

SECTION 31: Notices to Holders Waiver.  Wherever this Resolution provides for notice 
to Holders of any event, such notice shall be sufficiently given (unless otherwise herein 
expressly provided) if in writing and sent by United States Mail, first-class postage prepaid, to 
the address of each Holder appearing in the Security Register at the close of business on the 
business day next preceding the mailing of such notice. 

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

SECTION 32: Bonds Are Negotiable Instruments.  Each of the Bonds authorized herein 
shall be deemed and construed to be a “security” and as such a negotiable instrument with the 
meaning of the Chapter 8 of the Texas Uniform Commercial Code. 

SECTION 33: Cancellation.  All New Series Bonds surrendered for payment, transfer, 
redemption, exchange, or replacement, if surrendered to the Paying Agent/Registrar, shall be 
promptly canceled by it and, if surrendered to the Corporation, shall be delivered to the Paying 
Agent/Registrar and, if not already canceled, shall be promptly canceled by the Paying 
Agent/Registrar.  The Corporation may at any time deliver to the Paying Agent/Registrar for 
cancellation any New Series Bonds previously certified or registered and delivered which the 
Corporation may have acquired in any manner whatsoever, and all New Series Bonds so 
delivered shall be promptly canceled by the Paying Agent/Registrar.  All canceled New Series 
Bonds held by the Paying Agent/Registrar shall be destroyed as directed by the Corporation. 

SECTION 34: Mutilated, Destroyed, Lost, and Stolen Bonds.  If (1) any mutilated Bond 
is surrendered to the Paying Agent/Registrar, or the Corporation and the Paying Agent/Registrar 
receive evidence to their satisfaction of the destruction, loss, or theft of any Bond, and (2) there 
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is delivered to the Corporation and the Paying Agent/Registrar such security or indemnity as may 
be required to save each of them harmless, then, in the absence of notice to the Corporation or 
the Paying Agent/Registrar that such Bond has been acquired by a bona fide purchaser, the 
Corporation shall execute and, upon its request, the Paying Agent/Registrar shall register and 
deliver, in exchange for or in lieu of any such mutilated, destroyed, lost, or stolen Bond, a new 
Bond of the same Stated Maturity and interest rate and of like tenor and principal amount, 
bearing a number not contemporaneously outstanding. 

In case any such mutilated, destroyed, lost, or stolen Bond has become or is about to 
become due and payable, the Corporation in its discretion may, instead of issuing a new Bond, 
pay such Bond. 

Upon the issuance of any new Bond or payment in lieu thereof, under this Section, the 
Corporation may require payment by the Holder of a sum sufficient to cover any tax or other 
governmental charge or fee imposed in relation thereto and any other expenses (including 
attorney’s fees and the fees and expenses of the Paying Agent/Registrar) connected therewith. 

Every new Bond issued pursuant to this Section in lieu of any mutilated, destroyed, lost, 
or stolen Bond shall constitute a replacement of the prior obligation of the Corporation, whether 
or not the mutilated, destroyed, lost, or stolen Bond shall be at any time enforceable by anyone, 
and shall be entitled to all the benefits of this Resolution equally and ratably with all other 
Outstanding Bonds. 

The provisions of this Section are exclusive and shall preclude (to the extent lawful) all 
other rights and remedies with respect to the replacement and payment of mutilated, destroyed, 
lost, or stolen Bonds. 

SECTION 35: Sale of the Bonds; Approval of Private Placement Memorandum; Use of 
Bond Proceeds.  The sale of the Bonds to the Texas Water Development Board (the Purchasers 
and having all the rights, benefits, and obligations of a Holder) at the price of par, less the 
origination fee of $__________ pursuant to a loan commitment received from the Purchasers is 
hereby confirmed.  The pricing and terms of the sale of the Bonds are hereby found and 
determined to be the most advantageous reasonably obtainable by the Corporation.  Delivery of 
the Bonds to the Purchasers shall occur as soon as practicable after the adoption of this 
Resolution, upon payment therefor in accordance with the terms of loan commitment, and this 
Resolution. 

The Private Placement Memorandum (the Private Placement Memorandum) related to 
the Bonds and presented to the Corporation’s Board in connection with this Resolution is hereby 
approved.  Any Authorized Official is hereby directed to deliver the Private Placement 
Memorandum to the Purchasers in satisfaction of the prerequisite of the Purchasers to receive the 
Private Placement Memorandum prior to their purchase of the Bonds. 
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Proceeds from the sale of the Bonds shall be applied as follows: 

(1) Accrued interest, if any, and capitalized interest (in the amount of $__________) 
received from the Purchasers shall be deposited into the Bond Fund.  As interest accrues from 
the date of initial delivery of the Bonds to the Purchasers (the Closing Date), there will be no 
accrued interest. 

(2) A portion of the proceeds shall be deposited into the special construction account or 
accounts created for the Project to be constructed with the proceeds of the Bonds or to pay the 
costs of issuance of the Bonds.  This special construction account shall be established and 
maintained at the Depository and shall be invested in accordance with the provisions of Section 
18 of this Resolution.  Interest earned on the proceeds of the Bonds pending completion of 
construction of the projects financed with such proceeds shall be accounted for, maintained, 
deposited, and expended as permitted by the provisions of  Chapter 1201, as amended, Texas 
Government Code, or as required by any other applicable law.  Thereafter, such amounts shall be 
expended in accordance with Section 13 of this Resolution. 

SECTION 36: Compliance with Purchasers’ Rules and Regulations.  The Corporation 
will comply with all of the requirements contained in the resolution or resolutions adopted by the 
Purchasers with respect to the issuance of the Bonds.  In addition, in compliance with the 
Purchasers’ SWIFT Loan Program Rules, the Corporation agrees and covenants: 

A. to keep and maintain full and complete records and accounts pertaining to the 
construction of the project financed with the proceeds of sale of the Bonds, including the 
Construction Fund (defined herein), in accordance with the standards set forth by the 
Government Accounting Standard Board; 

B. to create and establish at the Depository a “SWIFT Program Loan Construction 
Fund” (the Construction Fund) for the receipt and disbursement of all proceeds from the sale of 
the Bonds and all other funds acquired by the Corporation in connection with the planning and 
construction of the projects financed, in whole or in part, by the Purchasers pursuant to the loan 
evidenced by the Bonds and all funds deposited to the credit of the Construction Fund shall be 
disbursed only for the payment of costs and expenses incurred in connection with the planning 
and building of such projects as approved by the Purchasers and as otherwise allowed by the 
rules and in accordance with the provisions of Chapter 15, 16, or 17 of the Texas Water Code, as 
amended; 

C. to provide the Purchasers with copies of “as built plans” pertaining to the projects 
financed, in whole or in part, with any funds of the Purchasers; 

D. upon completion of the construction of the projects financed, in whole or in part, 
by the loan evidenced by the Bonds, to provide a final accounting to the Purchasers of the total 
costs of the projects.  Thereafter, the Corporation shall submit a final accounting and a final 
funds registration form to the Executive Administrator, or his designee within 60 days of the 
Corporation’s receipt of the certificate of approval for the final pricing construction contract and 
the final inspection receipt.  Upon receipt of this information, the Purchasers shall within 60 days 
of receipt of this information provide written direction of the Corporation of the course of action 
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to be taken with respect to such surplus funds.  If the projects as finally completed are built at a 
total cost less than the amount of available funds for building the projects, or if the Executive 
Administrator of the Purchasers disapproves construction of any portion of such projects as not 
being in accordance with the plans and specifications, the Corporation agrees to immediately, 
with filing of the final accounting, return to the Purchasers the amount of any such excess and/or 
the cost determined by the Executive Administrator of the Purchasers relating to the parts of such 
projects not built in accordance with the plans and specifications, to the nearest multiple of the 
authorized denominations for the Bonds, upon the surrender and cancellation of a like amount of 
the appropriate series of such Bonds held by the Purchasers in inverse order of their Stated 
Maturities by (i) the effectuation of a redemption of such amount of Bonds pursuant to Section 
4.A. hereof, (ii) the deposit into the Bond Fund for the next scheduled payment of interest or 
principal on the Bonds, or (iii) spending such amount on other eligible project costs as authorized 
by the Executive Administrator.  In determining the amount of available funds for building the 
project, the Corporation agrees to account for all amounts deposited to the credit of the 
Construction Fund, including all loan funds extended by the Purchasers, all other funds available 
from the projects as described in the project engineer’s or fiscal representative’s sufficiency of 
funds statement and all interest earned by the Corporation on money in the Construction Fund; 

E. in addition to the requirements contained in Section 23 hereof, to maintain 
adequate insurance coverage on the projects financed with the proceeds of the Bonds in amounts 
adequate to protect the Purchasers’ interest; 

F. in addition to the requirements contained in Section 24 hereof, to maintain 
current, accurate, and complete records and accounts necessary to demonstrate compliance with 
financial assistance related legal and contractual provisions; 

G. to implement any water conservation program required by the Purchasers until all 
financial obligations to the Purchasers have been discharged; 

H. to comply with any special conditions, if any, specified by the Corporation’s 
water conservation plan maintained in accordance with 31 TAC 363.15, as well as any 
environmental determination until all financial obligations to the Purchasers have been 
discharged;  

I. to abide by the Purchasers’ rules and relevant state statutes, including, but not 
limited to, the Purchasers’ pre-design funding procedures;  

J. to not use Bond proceeds to pay for the cost of sampling, testing, removing or 
disposing of injection well fluids, brine concentration, municipal solid wastes, soils and/or media 
contaminated by hazardous substances, and for managing and disposing of any other hazardous 
substances, including (but not limited to) radioactive substances and low-level radioactive 
wastes, that may be generated at the project site during planning, design, and construction 
activities; 

K. loan proceeds shall not be used by the Corporation when sampling, testing, 
removing or disposing of contaminated soils and/or media at the project site and the Corporation 
also agrees, to the extent permitted by law, to indemnify, hold harmless and protect the 
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Purchasers from any and all claims, causes of action or damages to the person or property of 
third parties arising from the sampling, analysis, transport, storage, treatment, and disposition of 
any contaminated sewage sludge, contaminated sediments and/or contaminated media that may 
be generated by the Corporation, its contractors, consultants, agents, officials, and employees 
during the course of the project; 

L. to apply for and obtain all permits, licenses, letter authorizations, notifications of 
solid waste registration, notices of intent and other regulatory approvals that may be required by 
those federal, state, regional, and local governmental entities responsible for regulating 
environmental, health and safety, and transportation-related matters arising from or pertaining to 
the generation, management, and disposal of all municipal solid wastes, radioactive substances, 
and low-level radioactive-wastes that may be generated as the result of the planning, design, and 
construction of the project financed with Bond proceeds, including (but not necessarily limited 
to) surface water discharge permit(s), stormwater permits, underground injection control permits, 
solid waste facility registrations, notifications, and/or permits, hazardous waste permits, 
radioactive materials management licenses, and low-level radioactive waste permits, 
registrations, and exemptions; 

M. the Corporation shall report to the Purchasers the amounts of project funds, if any, 
that were used to compensate historically underutilized businesses that worked on the project, in 
accordance with 31 TAC § 363.1312; 

N. to notify the Executive Administrator of the Purchasers prior to taking any actions 
to alter the legal status of the Corporation’s Board in any manner (such as by conversion to a 
conservation and reclamation district or a sale-transfer-merger with another retail public utility 
that results in a change in governance of the System) and to receive approval from the Purchasers 
of any action to convey the Corporation’s obligations to the Purchasers, as the Holder of the 
Bonds, to another entity; 

O. to not use any portion of the Bond proceeds, directly or indirectly, to acquire or to 
replace funds which were used, directly or indirectly, to acquire Nonpurpose Investments (as 
defined in Section 38 hereof) which produce a yield materially higher than the yield on the 
Purchasers’ bonds that are used to provide the Purchasers with proceeds that it will use to 
purchase the Bonds (the Source Series Bonds), other than Nonpurpose Investments acquired 
with: 

(1) Proceeds of the Source Series Bonds invested for a reasonable temporary 
period of up to three (3) years (reduced by the period of investment by the Purchasers) 
until such proceeds are needed for the facilities to be financed; 

(2) Amounts invested in a bona fide debt service fund, within the meaning of 
§1.148-1(b) of the Regulations (as defined in Section 38 hereof); and 

(3) Amounts deposited in any reasonably required reserve or replacement 
fund to the extent such amounts do not exceed the least of maximum annual debt service 
on the Bonds, 125% of average annual debt service on the Bonds, or 10% of the stated 
principal amount (or, in the case of a discount, the issue price) of the Bonds; and 
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(4) to not acquire any of the Source Series Bonds in an amount related to the 
amount of the Bonds. 

SECTION 37: Application to Texas Water Development Board.  The Corporation’s 
Board ratifies and confirms its prior approval of the form and content of the Application to the 
Texas Water Development Board (the Application) prepared in connection with the sale of the 
Bonds and hereby approves the form and content of any addenda, supplement, or amendment 
thereto. 

SECTION 38: Covenants to Maintain Tax-Exempt Status. 

A. Definitions.  When used in this Section, the following terms have the following 
meanings: 

“Closing Date” means the date on which the Bonds are first authenticated and 
delivered to the initial purchasers against payment therefor. 

“Code” means the Internal Revenue Code of 1986, as amended by all legislation, 
if any, effective on or before the Closing Date. 

“Computation Date” has the meaning set forth in Section 1.148-1(b) of the 
Regulations. 

“Gross Proceeds” means any proceeds as defined in Section 1.148-1(b) of the 
Regulations, and any replacement proceeds as defined in Section 1.148-1(c) of the 
Regulations, of the Bonds. 

“Investment” has the meaning set forth in Section 1.148-1(b) of the Regulations. 

“Nonpurpose Investment” means any investment property, as defined in 
section 148(b) of the Code, in which Gross Proceeds of the Bonds are invested and which 
is not acquired to carry out the governmental purposes of the Bonds. 

“Rebate Amount” has the meaning set forth in Section 1.148-1(b) of the 
Regulations. 

“Regulations” means any proposed, temporary, or final Income Tax Regulations 
issued pursuant to sections 103 and 141 through 150 of the Code, and 103 of the Internal 
Revenue Code of 1954, which are applicable to the Bonds.  Any reference to any specific 
Regulation shall also mean, as appropriate, any proposed, temporary or final Income Tax 
Regulation designed to supplement, amend or replace the specific Regulation referenced. 
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“Yield” of 

(1) any Investment has the meaning set forth in Section 1.148-5 of the 
Regulations; and 

(2) the Bonds has the meaning set forth in Section 1.148-4 of the Regulations. 

B. Not to Cause Interest to Become Taxable.  The Corporation shall not use, permit 
the use of, or omit to use Gross Proceeds or any other amounts (or any property the acquisition, 
construction or improvement of which is to be financed or refinanced directly or indirectly with 
Gross Proceeds) in a manner which if made or omitted, respectively, would cause the interest on 
any Bond to become includable in the gross income, as defined in section 61 of the Code, of the 
owner thereof for federal income tax purposes.  Without limiting the generality of the foregoing, 
unless and until the Corporation receives a written opinion of counsel nationally recognized in 
the field of municipal bond law to the effect that failure to comply with such covenant will not 
adversely affect the exemption from federal income tax of the interest on any Bond, the 
Corporation shall comply with each of the specific covenants in this Section. 

C. No Private Use or Private Payments.  Except to the extent that it will not cause the 
Bonds to become “private activity bonds” within the meaning of section 141 of the Code and the 
Regulations and rulings thereunder, the Corporation shall at all times prior to the last Stated 
Maturity of Bonds: 

(1) exclusively own, operate and possess all property the acquisition, 
construction or improvement of which is to be financed or refinanced directly or 
indirectly with Gross Proceeds of the Bonds (including property financed with Gross 
Proceeds of the Refunded Obligations), and not use or permit the use of such Gross 
Proceeds (including all contractual arrangements with terms different than those 
applicable to the general public) or any property acquired, constructed or improved with 
such Gross Proceeds in any activity carried on by any person or entity (including the 
United States or any agency, department and instrumentality thereof) other than a state or 
local government, unless such use is solely as a member of the general public; and 

(2) not directly or indirectly impose or accept any charge or other payment by 
any person or entity who is treated as using Gross Proceeds of the Bonds or any property 
the acquisition, construction or improvement of which is to be financed or refinanced 
directly or indirectly with such Gross Proceeds (including property financed with Gross 
Proceeds of the Refunded Obligations), other than taxes of general application within the 
Corporation or interest earned on investments acquired with such Gross Proceeds 
pending application for their intended purposes. 

D. No Private Loan.  Except to the extent that it will not cause the Bonds to become 
“private activity bonds” within the meaning of section 141 of the Code and the Regulations and 
rulings thereunder, the Corporation shall not use Gross Proceeds of the Bonds to make or finance 
loans to any person or entity other than a state or local government.  For purposes of the 
foregoing covenant, such Gross Proceeds are considered to be “loaned” to a person or entity if:  
(1) property acquired, constructed or improved with such Gross Proceeds is sold or leased to 
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such person or entity in a transaction which creates a debt for federal income tax purposes; 
(2) capacity in or service from such property is committed to such person or entity under a 
take-or-pay, output or similar contract or arrangement; or (3) indirect benefits, or burdens and 
benefits of ownership, of such Gross Proceeds or any property acquired, constructed or improved 
with such Gross Proceeds are otherwise transferred in a transaction which is the economic 
equivalent of a loan. 

E. Not to Invest at Higher Yield.  Except to the extent that it will cause the Bonds to 
become “arbitrage bonds” within the meaning of section 148 of the Code and the Regulations 
and rulings thereunder, the Corporation shall not at any time prior to the final Stated Maturity of 
the Bonds directly or indirectly invest Gross Proceeds in any Investment, if as a result of such 
investment the Yield of any Investment acquired with Gross Proceeds, whether then held or 
previously disposed of, materially exceeds the Yield of the Bonds. 

F. Not Federally Guaranteed.  Except to the extent permitted by section 149(b) of the 
Code and the Regulations and rulings thereunder, the Corporation shall not take or omit to take 
any action which would cause the Bonds to be federally guaranteed within the meaning of 
section 149(b) of the Code and the Regulations and rulings thereunder. 

G. Information Report.  The Corporation shall timely file the information required by 
section 149(e) of the Code with the Secretary of the Treasury on Form 8038-G or such other 
form and in such place as the Secretary may prescribe. 

H. Rebate of Arbitrage Profits.  Except to the extent otherwise provided in section 
148(f) of the Code and the Regulations and rulings thereunder: 

(1) The Corporation shall account for all Gross Proceeds (including all 
receipts, expenditures and investments thereof) on its books of account separately and 
apart from all other funds (and receipts, expenditures and investments thereof) and shall 
retain all records of accounting for at least six years after the day on which the last 
Outstanding Bond is discharged.  However, to the extent permitted by law, the 
Corporation may commingle Gross Proceeds of the Bonds with other money of the 
Corporation, provided that the Corporation separately accounts for each receipt and 
expenditure of Gross Proceeds and the obligations acquired therewith. 

(2) Not less frequently than each Computation Date, the Corporation shall 
calculate the Rebate Amount in accordance with rules set forth in section 148(f) of the 
Code and the Regulations and rulings thereunder.  The Corporation shall maintain such 
calculations with its official transcript of proceedings relating to the issuance of the 
Bonds until six years after the final Computation Date. 

(3) As additional consideration for the purchase of the Bonds by the 
Purchasers and the loan of the money represented thereby and in order to induce such 
purchase by measures designed to insure the excludability of the interest thereon from the 
gross income of the owners thereof for federal income tax purposes, the Corporation shall 
pay to the United States out of the Bond Fund or its general fund, as permitted by 
applicable Texas statute, regulation or opinion of the Attorney General of the State of 
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Texas, the amount that when added to the future value of previous rebate payments made 
for the Bonds equals i) in the case of a Final Computation Date as defined in 
Section 1.148-3(e)(2) of the Regulations, one hundred percent (100%) of the Rebate 
Amount on such date; and ii) in the case of any other Computation Date, ninety percent 
(90%) of the Rebate Amount on such date.  In all cases, the rebate payments shall be 
made at the times, in the installments, to the place and in the manner as is or may be 
required by section 148(f) of the Code and the Regulations and rulings thereunder, and 
shall be accompanied by Form 8038-T or such other forms and information as is or may 
be required by section 148(f) of the Code and the Regulations and rulings thereunder. 

(4) The Corporation shall exercise reasonable diligence to assure that no 
errors are made in the calculations and payments required by paragraphs (2) and (3), and 
if an error is made, to discover and promptly correct such error within a reasonable 
amount of time thereafter, (and in all events within one hundred eighty (180) days after 
discovery of the error), including payment to the United States of any additional Rebate 
Amount owed to it, interest thereon, and any penalty imposed under Section 1.148-3(h) 
of the Regulations. 

I. Not to Divert Arbitrage Profits.  Except to the extent permitted by section 148 of 
the Code and the Regulations and rulings thereunder, the Corporation shall not, at any time prior 
to the earlier of the Stated Maturity or final payment of the Bonds, enter into any transaction that 
reduces the amount required to be paid to the United States pursuant to Subsection H of this 
Section because such transaction results in a smaller profit or a larger loss than would have 
resulted if the transaction had been at arm’s length and had the Yield of the Bonds not been 
relevant to either party. 

J. Bonds Not Hedge Bonds. 

(1) The Corporation reasonably expects to spend at least 85% of the 
spendable proceeds of the Bonds within three years after such Bonds are issued. 

(2) Not more than 50% of the proceeds of the Bonds will be invested in 
Nonpurpose Investments having a substantially guaranteed Yield for a period of 4 years 
or more. 

K. Elections.  The Corporation hereby directs and authorizes any Authorized 
Official, either or any combination of the foregoing, to make such elections in the Certificate as 
to Tax Exemption or similar or other appropriate certificate, form, or document permitted or 
required pursuant to the provisions of the Code or the Regulations, as they deem necessary or 
appropriate in connection with the Bonds.  Such elections shall be deemed to be made on the 
Closing Date. 

SECTION 39: Control and Custody of Bonds.  The President of the Corporation’s Board 
of Directors shall be and is hereby authorized to take and have charge of all necessary orders and 
records pending investigation by the Attorney General of the State of Texas, and shall take and 
have charge and control of the Bonds pending their approval by the Attorney General, the 
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registration thereof by the Comptroller of Public Accounts and the delivery of the Bonds to the 
Purchasers. 

Furthermore, any Authorized Official, either or all, are hereby authorized and directed to 
furnish and execute such documents relating to the Corporation and its financial affairs as may 
be necessary for the issuance of the Bonds, the approval of the Attorney General and their 
registration by the Comptroller of Public Accounts and, together with the Corporation’s 
Financial Advisors, Bond Counsel, and the Paying Agent/Registrar, make the necessary 
arrangements for the delivery of the Initial Bonds to the Purchasers and, when requested in 
writing by the Purchasers, the initial exchange thereof for definitive Bonds. 

SECTION 40: Satisfaction of Obligation of Corporation.  If the Corporation shall pay or 
cause to be paid, or there shall otherwise be paid to the Holders, the principal of, premium, if 
any, and interest on the New Series Bonds, at the times and in the manner stipulated in this 
Resolution, then the lien on and pledge of the Bond Payment portion of the Annual Payments 
under this Resolution and all covenants, agreements, and other obligations. of the Corporation to 
the Holders shall thereupon cease, terminate, and be discharged and satisfied. 

New Series Bonds, or any principal amount(s) thereof, shall be deemed to have been paid 
within the meaning and with the effect expressed above in this Section when (i) money sufficient 
to pay in full such New Series Bonds or the principal amount(s) thereof on or prior to Stated 
Maturity or to the redemption date therefor, together with all interest due thereon, shall have 
been irrevocably deposited with and held in trust by the Paying Agent/Registrar or an authorized 
escrow agent, and/or (ii) Government Securities shall have been irrevocably deposited in trust 
with the Paying Agent/Registrar, or an authorized escrow agent, which Government Securities 
have, in the case of a net defeasance, been certified by an independent accounting firm to mature 
as to principal and interest in such amounts and at such times as will insure the availability, 
without reinvestment, of sufficient money, together with any money deposited therewith, if any, 
to pay when due the principal of and interest on such New Series Bonds, or the principal 
amount(s) thereof, on and prior to the Stated Maturity thereof or (if notice of redemption has 
been duly given or waived or if irrevocable arrangements therefor acceptable to the Paying 
Agent/Registrar have been made) the redemption date thereof for the Bonds.  In the event of a 
gross defeasance of the Bonds, the Corporation shall deliver a certificate from its Financial 
Advisors, the Paying Agent/Registrar, or another qualified third party concerning the deposit of 
cash and/or Government Securities to pay, when due, the principal of, redemption premium (if 
any), and interest due on any defeased Bonds.  The Corporation covenants that no deposit of 
money or Government Securities will be made under this Section and no use made of any such 
deposit which would cause the Bonds to be treated as arbitrage bonds within the meaning of 
section 148 of the Code (as defined in Section 38).  As long as the Purchasers hold all of the 
Bonds the Corporation will give the Purchasers notice of the creation of any escrow pursuant to 
this Section.  Failure to give such notice shall not affect the validity or effectiveness of the 
creation of such an escrow. 

Any money so deposited with the Paying Agent/Registrar, and all income from 
Government Securities held in trust by the Paying Agent/Registrar, or an authorized escrow 
agent, pursuant to this Section which is not required for the payment of the New Series Bonds, or 
any principal amount(s) thereof, or interest thereon with respect to which such money has been 
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so deposited shall be remitted to the Corporation or deposited as directed by the Corporation.  
Furthermore, any money held by the Paying Agent/Registrar for the payment of the principal of 
and interest on the New Series Bonds and remaining unclaimed for a period of four (4) years 
after the Stated Maturity, or applicable redemption date, of the New Series Bonds such money 
was deposited and is held in trust to pay shall upon the request of the Corporation be remitted to 
the Corporation against a written receipt therefor, subject to the unclaimed property laws of the 
State of Texas. 

Notwithstanding any other provision of this Resolution to the contrary, it is hereby 
provided that any determination not to redeem defeased New Series Bonds that is made in 
conjunction with the payment arrangements specified in (i) or (ii) above shall not be irrevocable, 
provided that: (1) in the proceedings providing for such defeasance, the Corporation expressly 
reserves the right to call the defeased New Series Bonds for redemption; (2) gives notice of the 
reservation of that right to the owners of the defeased New Series Bonds immediately following 
the defeasance; (3) directs that notice of the reservation be included in any redemption notices 
that it authorizes; and (4) at the time of the redemption, satisfies the conditions of (i) or (ii) above 
with respect to such defeased debt as though it was being defeased at the time of the exercise of 
the option to redeem the defeased New Series Bonds, after taking the redemption into account in 
determining the sufficiency of the provisions made for the payment of the defeased New Series 
Bonds.  

SECTION 41: Authorization of Escrow Agreement.  The Corporation’s Board hereby 
finds and determines that it is in the best interest of the Corporation to authorize the execution of 
an Escrow Agreement, to comply with the Purchasers’ rules and regulations and provide for the 
installment deliveries of the proceeds of the Bonds to the Purchasers, if any.  A copy of the 
Escrow Agreement is attached hereto, in substantially final form, as Exhibit B, and is 
incorporated by reference to the provisions of this Resolution for all purposes.  Any Authorized 
Official is authorized to execute the Escrow Agreement as the act and deed of the Corporation’s 
Board. 

SECTION 42: Resolution a Contract; Amendments - Outstanding Bonds.  The 
Corporation acknowledges that the covenants and obligations of the Corporation herein 
contained are a material inducement to the purchase of the New Series Bonds.  This Resolution 
shall constitute a contract with the Holders from time to time, binding on the Corporation and its 
successors and assigns, and it shall not be amended or repealed by the Corporation so long as any 
New Series Bond remains Outstanding except as permitted in this Section.  The Corporation 
may, without the consent of any Holders, from time to time and at any time, amend this 
Resolution in any manner not detrimental to the interests of the Holders, including the curing of 
any ambiguity, inconsistency, or formal defect or omission herein.  In addition, the Corporation 
may, with the written consent of Holders holding a majority in aggregate principal amount of the 
New Series Bonds then Outstanding affected thereby, amend, add to, or rescind any of the 
provisions of this Resolution; provided that, without the consent of all Holders of Outstanding 
New Series Bonds, no such amendment, addition, or rescission shall (1) extend the time or times 
of payment of the principal of and interest on the New Series Bonds, reduce the principal amount 
thereof or the rate of interest thereon, or in any other way modify the terms of payment of the 
principal of, the redemption price therefor, or interest on the New Series Bonds, (2) give any 
preference to any New Series Bond over any other New Series Bond, or (3) reduce the aggregate 
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principal amount of New Series Bonds required for consent to any such amendment, addition, or 
rescission. 

SECTION 43: Printed Opinion.  The Purchasers’ obligation to accept delivery of the 
Bonds is subject to its being furnished a final opinion of Norton Rose Fulbright US LLP, San 
Antonio, Texas, as Bond Counsel, approving certain legal matters as to the Bonds, this opinion 
to be dated and delivered as of the date of initial delivery and payment for such Bonds.  Printing 
of a true and correct copy of this opinion on the reverse side of each of said Bonds, with 
appropriate certificate pertaining thereto executed by facsimile signature of the Secretary of the 
Corporation’s Board is hereby approved and authorized. 

SECTION 44: CUSIP Numbers.  CUSIP numbers may be printed or typed on the 
definitive Bonds.  It is expressly provided, however, that the presence or absence of CUSIP 
numbers on the definitive Bonds shall be of no significance or effect as regards the legality 
thereof, and neither the Corporation nor attorneys approving said Bonds as to legality are to be 
held responsible for CUSIP numbers incorrectly printed or typed on the definitive Bonds. 

SECTION 45: Effect of Headings.  The Section headings herein are for convenience only 
and shall not affect the construction hereof. 

SECTION 46: Benefits of Resolution.  Nothing in this Resolution, expressed or implied, 
is intended or shall be construed to confer upon any person other than the Corporation, the Cities, 
Bond Counsel, the Paying Agent/Registrar, the Purchasers, and the Holders, any right, remedy, 
or claim, legal or equitable, under or by reason of this Resolution or any provision hereof, this 
Resolution and all its provisions being intended to be and being for the sole and exclusive benefit 
of the Corporation, the Cities, Bond Counsel, the Paying Agent/Registrar, the Purchasers, and the 
Holders. 

SECTION 47: Inconsistent Provisions.  All orders and resolutions, or parts thereof, which 
are in conflict or inconsistent with any provision of this Resolution are hereby repealed to the 
extent of such conflict, and the provisions of this Resolution shall be and remain controlling as to 
the matters resolved herein. 

SECTION 48: Governing Law.  This Resolution shall be construed and enforced in 
accordance with the laws of the State of Texas and the United States of America. 

SECTION 49: Severability.  If any provision of this Resolution or the application thereof 
to any person or circumstance shall be held to be invalid, the remainder of this Resolution and 
the application of such provision to other persons and circumstances shall nevertheless be valid, 
and the Corporation’s Board hereby declares that this Resolution would have been enacted 
without such invalid provision. 

SECTION 50: Construction of Terms.  If appropriate in the context of this Resolution, 
words of the singular number shall be considered to include the plural, words of the plural 
number shall be considered to include the singular, and words of the masculine, feminine or 
neuter gender shall be considered to include the other genders. 
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SECTION 51: Incorporation of Preamble Recitals.  The recitals contained in the 
preamble hereof are hereby found to be true, and such recitals are hereby made a part of this 
Resolution for all purposes and are adopted as a part of the judgment and findings of the 
Corporation’s Board. 

SECTION 52: Authorization of Paying Agent/Registrar Agreement.  The Corporation’s 
Board hereby finds and determines that it is in the best interest of the Corporation to authorize 
the execution of a Paying Agent/Registrar Agreement pertaining to the payment, registration, 
transferability, and exchange of the Bonds.  A copy of the Paying Agent/Registrar Agreement is 
attached hereto, in substantially final form, as Exhibit A and is incorporated by reference to the 
provisions of this Resolution. 

SECTION 53: Public Meeting.  It is officially found, determined, and declared that the 
meeting at which this Resolution is adopted was open to the public and public notice of the time, 
place, and subject matter of the public business to be considered at such meeting, including this 
Resolution, was given, all as required by Chapter 551, as amended, Texas Government Code. 

SECTION 54: Continuing Disclosure Undertaking. 

A. Definitions. 

As used in this Section, the following terms have the meanings ascribed to such terms 
below: 

EMMA means the MSRB’s Electronic Municipal Market Access system, accessible by 
the general public, without charge, on the internet through the uniform resource locator (URL) 
http://www.emma.msrb.org. 

MSRB means the Municipal Securities Rulemaking Board. 

Rule means SEC Rule 15c2-12, as amended from time to time. 

SEC means the United States Securities and Exchange Commission. 

B. Annual Reports. 

The Corporation shall file annually with the MSRB, (1) within six months after the end of 
each fiscal year of the Corporation ending in or after 2016, financial information and operating 
data with respect to the Corporation of the general type included in the final Private Placement 
Memorandum authorized by Section 35 of this Resolution, being the information described in 
Exhibit C hereto, and (2) if not provided as part of such financial information and operating data, 
audited financial statements of the Corporation, when and if available.  Any financial statements 
so to be provided shall be (i) prepared in accordance with the accounting principles described in 
Exhibit C hereto, or such other accounting principles as the Corporation may be required to 
employ from time to time pursuant to state law or regulation, and (ii) audited, if the Corporation 
commissions an audit of such financial statements and the audit is completed within the period 
during which they must be provided.  If the audit of such financial statements is not complete 
within such period, then the Corporation shall file unaudited financial statements within such 
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period and audited financial statements for the applicable fiscal year to the MSRB, when and if 
the audit report on such financial statements becomes available.  Under current Texas law, the 
Corporation must have its records and accounts audited annually and shall have an annual 
financial statement prepared based on the audit.  The annual financial statement, including the 
auditor’s opinion on the statement, shall be filed in the office of the Secretary of the 
Corporation’s Board of Directors, within 180 days after the last day of the Corporation’s fiscal 
year.  Additionally, upon the filing of this financial statement and the annual audit, these 
documents are subject to the Texas Open Records Act, as amended, Texas Government Code, 
Chapter 552. 

If the Corporation changes its fiscal year, it will file notice of such change (and of the 
date of the new fiscal year end) with the MSRB prior to the next date by which the Corporation 
otherwise would be required to provide financial information and operating data pursuant to this 
Section. 

C. Notice of Certain Events. 

The Corporation shall file notice of any of the following events with respect to the Bonds 
to the MSRB in a timely manner and not more than 10 business days after occurrence of the 
event: 

(1) Principal and interest payment delinquencies; 

(2) Non-payment related defaults, if material; 

(3) Unscheduled draws on debt service reserves reflecting financial 
difficulties; 

(4) Unscheduled draws on credit enhancements reflecting financial 
difficulties; 

(5) Substitution of credit or liquidity providers, or their failure to perform; 

(6) Adverse tax opinions, the issuance by the Internal Revenue Service of 
proposed or final determinations of taxability, Notices of Proposed Issue 
(IRS Form 5701-TEB), or other material notices or determinations with 
respect to the tax status of the Bonds, or other material events affecting the 
tax status of the Bonds; 

(7) Modifications to rights of holders of the Bonds, if material; 

(8) Bond calls, if material, and tender offers; 

(9) Defeasances; 

(10) Release, substitution, or sale of property securing repayment of the Bonds, 
if material;  
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(11) Rating changes; 

(12) Bankruptcy, insolvency, receivership, or similar event of the Corporation, 
which shall occur as described below; 

(13) The consummation of a merger, consolidation, or acquisition involving the 
Corporation or the sale of all or substantially all of its assets, other than in 
the ordinary course of business, the entry into of a definitive agreement to 
undertake such an action or the termination of a definitive agreement 
relating to any such actions, other than pursuant to its terms, if material; 
and 

(14) Appointment of a successor or additional paying agent/registrar or the 
change of name of a paying agent/registrar, if material. 

For these purposes, any event described in the immediately preceding paragraph (12) is 
considered to occur when any of the following occur:  the appointment of a receiver, fiscal agent, 
or similar officer for the Corporation in a proceeding under the United States Bankruptcy Code 
or in any other proceeding under state or federal law in which a court or governmental authority 
has assumed jurisdiction over substantially all of the assets or business of the Corporation, or if 
such jurisdiction has been assumed by leaving the existing governing body and officials or 
officers in possession but subject to the supervision and orders of a court or governmental 
authority, or the entry of an order confirming a plan of reorganization, arrangement, or 
liquidation by a court or governmental authority having supervision or jurisdiction over 
substantially all of the assets or business of the Corporation. 

The Corporation shall notify the MSRB, in a timely manner, of any failure by the 
Corporation to provide financial information or operating data in accordance with this Section by 
the time required by this Section. 

D. Limitations, Disclaimers, and Amendments. 

The Corporation shall be obligated to observe and perform the covenants specified in this 
Section for so long as, but only for so long as, the Corporation remains an “obligated person” 
with respect to the Bonds within the meaning of the Rule, except that the Corporation in any 
event will give notice of any deposit that causes the Bonds to be no longer Outstanding. 

The provisions of this Section are for the sole benefit of the holders and beneficial 
owners of the Bonds, and nothing in this Section, express or implied, shall give any benefit or 
any legal or equitable right, remedy, or claim hereunder to any other person.  The Corporation 
undertakes to provide only the financial information, operating data, financial statements, and 
notices which it has expressly agreed to provide pursuant to this Section and does not hereby 
undertake to provide any other information that may be relevant or material to a complete 
presentation of the Corporation’s financial results, condition, or prospects or hereby undertake to 
update any information provided in accordance with this Section or otherwise, except as 
expressly provided herein.  The Corporation does not make any representation or warranty 
concerning such information or its usefulness to a decision to invest in or sell Bonds at any 
future date. 
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UNDER NO CIRCUMSTANCES SHALL THE CORPORATION BE LIABLE TO THE 
HOLDER OR BENEFICIAL OWNER OF ANY BOND OR ANY OTHER PERSON, IN 
CONTRACT OR TORT, FOR DAMAGES RESULTING IN WHOLE OR IN PART FROM 
ANY BREACH BY THE CORPORATION, WHETHER NEGLIGENT OR WITH OR 
WITHOUT FAULT ON ITS PART, OF ANY COVENANT SPECIFIED IN THIS SECTION, 
BUT EVERY RIGHT AND REMEDY OF ANY SUCH PERSON, IN CONTRACT OR TORT, 
FOR OR ON ACCOUNT OF ANY SUCH BREACH SHALL BE LIMITED TO AN ACTION 
FOR MANDAMUS OR SPECIFIC PERFORMANCE. 

No default by the Corporation in observing or performing its obligations under this 
Section shall constitute a breach of or default under this Resolution for purposes of any other 
provision of this Resolution. 

Nothing in this Section is intended or shall act to disclaim, waive, or otherwise limit the 
duties of the Corporation under federal and state securities laws. 

The provisions of this Section may be amended by the Corporation from time to time to 
adapt to changed circumstances that arise from a change in legal requirements, a change in law, 
or a change in the identity, nature, status, or type of operations of the Corporation, but only if 
(1) the provisions of this Section, as so amended, would have permitted an underwriter to 
purchase or sell Bonds in the primary offering of the Bonds in compliance with the Rule, taking 
into account any amendments or interpretations of the Rule to the date of such amendment, as 
well as such changed circumstances, and (2) either (a) the holders of a majority in aggregate 
principal amount (or any greater amount required by any other provision of this Resolution that 
authorizes such an amendment) of the Outstanding Bonds consent to such amendment or (b) a 
person that is unaffiliated with the Corporation (such as nationally recognized bond counsel) 
determines that such amendment will not materially impair the interests of the Holders and 
beneficial owners of the Bonds.  The Corporation may also repeal or amend the provisions of 
this Section if the SEC amends or repeals the applicable provisions of the Rule or any court of 
final jurisdiction enters judgment that such provisions of the Rule are invalid, and the 
Corporation also may amend the provisions of this Section in its discretion in any other manner 
or circumstance, but in either case only if and to the extent that the provisions of this sentence 
would not have prevented an underwriter from lawfully purchasing or selling Bonds in the 
primary offering of the Bonds, giving effect to (a) such provisions as so amended and (b) any 
amendments or interpretations of the Rule.  If the Corporation so amends the provisions of this 
Section, the Corporation shall include with any amended financial information or operating data 
next provided in accordance with this Section an explanation, in narrative form, of the reasons 
for the amendment and of the impact of any change in the type of financial information or 
operating data so provided. 

E. Information Format – Incorporation by Reference. 

The Corporation information required under this Section shall be filed with the MSRB 
through EMMA in such format and accompanied by such identifying information as may be 
specified from time to time thereby.  Under the current rules of the MSRB, continuing disclosure 
documents submitted to EMMA must be in word-searchable portable document format (PDF) 
files that permit the document to be saved, viewed, printed, and retransmitted by electronic 
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means and the series of obligations to which such continuing disclosure documents relate must 
be identified by CUSIP number or numbers. 

Financial information and operating data to be provided pursuant to this Section may be 
set forth in full in one or more documents or may be included by specific reference to any 
document (including an official statement, a private placement memorandum, or other offering 
document) available to the public through EMMA or filed with the SEC. 

SECTION 55: Book-Entry Only System. 

It is intended that the Bonds initially shall be registered so as to participate in a securities 
depository system (the “DTC System”) with the Depository Trust Company, New York, New 
York, or any successor entity thereto (“DTC”), as set forth herein.  Each Stated Maturity of the 
Bonds shall be issued (following cancellation of the Initial Bond described in Section 7) in the 
form of a separate single definitive Bond.  Upon issuance, the ownership of each such Bond shall 
be registered in the name of Cede & Co., as the nominee of DTC, and all of the Outstanding 
Bonds shall be registered in the name of Cede & Co., as the nominee of DTC.  The Corporation 
and the Paying Agent/Registrar are authorized to execute, deliver, and take the actions set forth 
in such letters to or agreements with DTC as shall be necessary to effectuate the DTC System, 
including the Letter of Representations attached hereto as Exhibit D (the “Representation 
Letter”). 

With respect to the Bonds registered in the name of Cede & Co., as nominee of DTC, the 
Corporation and the Paying Agent/Registrar shall have no responsibility or obligation to any 
broker-dealer, bank, or other financial institution for which DTC holds the Bonds from time to 
time as securities depository (a “Depository Participant”) or to any person on behalf of whom 
such a Depository Participant holds an interest in the Bonds (an “Indirect Participant”).  Without 
limiting the immediately preceding sentence, the Corporation and the Paying Agent/Registrar 
shall have no responsibility or obligation with respect to (i) the accuracy of the records of DTC, 
Cede & Co., or any Depository Participant with respect to any ownership interest in the Bonds, 
(ii) the delivery to any Depository Participant or any other person, other than a registered owner 
of the Bonds, as shown on the Security Register, of any notice with respect to the Bonds, 
including any notice of redemption, or (iii) the delivery to any Depository Participant or any 
Indirect Participant or any other Person, other than a Holder of a Bond, of any amount with 
respect to principal of, premium, if any, or interest on the Bonds.  While in the DTC System, no 
person other than Cede & Co., or any successor thereto, as nominee for DTC, shall receive a 
bond certificate evidencing the obligation of the Corporation to make payments of principal, 
premium, if any, and interest on the Bonds pursuant to this Resolution.  Upon delivery by DTC 
to the Paying Agent/Registrar of written notice to the effect that DTC has determined to 
substitute a new nominee in place of Cede & Co., and subject to the provisions in this Resolution 
with respect to interest checks or drafts being mailed to the Holder, the word “Cede & Co.” in 
this Resolution shall refer to such new nominee of DTC. 

In the event that (a) the Corporation determines that DTC is incapable of discharging its 
responsibilities described herein and in the Representation Letter, (b) the Representation Letter 
shall be terminated for any reason, or (c) DTC or the Corporation determines that it is in the best 
interest of the beneficial owners of the Bonds that they be able to obtain certificated Bonds, the 
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Corporation shall notify the Paying Agent/Registrar, DTC, and the Depository Participants of the 
availability within a reasonable period of time through DTC of bond certificates, and the Bonds 
shall no longer be restricted to being registered in the name of Cede & Co., as nominee of DTC.  
However, the Corporation will not discontinue the use of DTC without the prior notice and 
consent of the Purchasers for so long as the Purchasers are the holder of any of the Bonds.  At 
that time, the Corporation may determine that the Bonds shall be registered in the name of and 
deposited with a successor depository operating a securities depository system, as may be 
acceptable to the Corporation, or such depository’s agent or designee, and if the Corporation and 
the Paying Agent/Registrar do not select such alternate securities depository system then the 
Bonds may be registered in whatever name or names the Holders of Bonds transferring or 
exchanging the Bonds shall designate, in accordance with the provisions hereof. 

Notwithstanding any other provision of this Resolution to the contrary, so long as any 
Bond is registered in the name of Cede & Co., as nominee of DTC, all payments with respect to 
principal of, premium, if any, and interest on such Bond and all notices with respect to such 
Bond shall be made and given, respectively, in the manner provided in the Representation Letter. 

SECTION 56: Unavailability of Authorized Publication.  If, because of the temporary or 
permanent suspension of any newspaper, journal, or other publication, or, for any reason, 
publication of notice cannot be made meeting any requirements herein established, any notice 
required to be published by the provisions of this Resolution shall be given in such other manner 
and at such time or times as in the judgment of the Corporation or of the Paying Agent/Registrar 
shall most effectively approximate such required publication and the giving of such notice in 
such manner shall for all purposes of this Resolution be deemed to be in compliance with the 
requirements for publication thereof. 

SECTION 57: No Recourse Against Corporation Officials.  No recourse shall be had for 
the payment of principal of, premium, if any, or interest on any Bond or for any claim based 
thereon or on this Resolution against any official of the Corporation or any person executing any 
New Series Bond. 

SECTION 58: Further Procedures.  The officers and employees of the Corporation are 
hereby authorized, empowered and directed from time to time and at any time to do and perform 
all such acts and things and to execute, acknowledge and deliver in the name and under the 
corporate seal and on behalf of the Corporation all such instruments, whether or not herein 
mentioned, as may be necessary or desirable in order to carry out the terms and provisions of this 
Resolution, the initial sale and delivery of the Bonds, the Paying Agent/Registrar Agreement, the 
Escrow Agreement, and the Private Placement Memorandum.  In addition, prior to the initial 
delivery of the Bonds, any Authorized Official and Bond Counsel are hereby authorized and 
directed to approve any technical changes or corrections to this Resolution or to any of the 
instruments authorized and approved by this Resolution necessary in order to (i) correct any 
ambiguity or mistake or properly or more completely document the transactions contemplated 
and approved by this Resolution and as described in the Private Placement Memorandum, (ii) 
obtain a rating from any of the national bond rating agencies, or (iii) obtain the approval of the 
Bonds by the Texas Attorney General’s office.  In case any officer of the Corporation whose 
signature shall appear on any certificate shall cease to be such officer before the delivery of such 
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certificate, such signature shall nevertheless be valid and sufficient for all purposes the same as if 
such officer had remained in office until such delivery. 

SECTION 59: Water Supply Contract.  The Corporation’s Board hereby ratifies, 
reconfirms, and readopts  the Contract attached hereto as Exhibit E. 

SECTION 60: Installment Deliveries.  The Corporation acknowledges that the Purchasers 
of the Bonds retain the option to purchase the Bonds on an installment basis with the proceeds of 
the Bonds to be deposited into the Construction Fund created by this Resolution.  Funds 
delivered in installments will be based upon incurred costs as documented by invoices submitted 
by the Corporation to the Purchasers. 

SECTION 61: Corporation’s Consent to Provide Information and Documentation to the 
Texas MAC.  The Municipal Advisory Council of Texas (the Texas MAC), a non-profit 
membership corporation organized exclusively for non-profit purposes described in section 
501(c)(6) of the Internal Revenue Code and which serves as a comprehensive financial 
information repository regarding municipal debt issuers in Texas, requires provision of written 
documentation regarding the issuance of municipal debt by the issuers thereof.  In support of the 
purpose of the Texas MAC and in compliance with applicable law, the Corporation hereby 
consents to and authorizes any Authorized Official, Bond Counsel to the Corporation, and/or 
Financial Advisor to the Corporation to provide to the Texas MAC information and 
documentation requested by the Texas MAC relating to the Bonds; provided, however, that no 
such information and documentation shall be provided prior to the Closing Date.  This consent 
and authorization relates only to information and documentation that is a part of the public 
record concerning the issuance of the Bonds. 

SECTION 62: Reservation of Rights to Utilize the Texas Water Development Board’s 
State Participation Account Program.  The Cities and the Corporation have agreed in the 
Contract that the Corporation may file an application with the Water Development Board (also 
known as the TWDB) to seek financial assistance pursuant to the TWDB’s State Participation 
Account as authorized pursuant to Article III, Sections 49-d, 49-d-2, and 49-d-8 of the Texas 
Constitution and Chapter 16, Subchapters E and F, as amended, Texas Water Code, or any other 
assistance programs from time to time authorized by Texas law and administered by the TWDB 
(and under the guidelines for which the Corporation is an eligible applicant) (each a TWDB 
Program).  To the extent the Corporation utilizes a TWDB Program to access funds to complete 
the Project, such TWDB Program’s rules and regulations may require that the TWDB take an 
undivided ownership interest in up to 50% of the infrastructure improvements comprising the 
Project.  This undivided ownership interest is represented by a master agreement and other 
documents to be executed between the Corporation and the TWDB to effectuate the 
Corporation’s financial participation in such a TWDB Program.  Under any such TWDB 
Program, the Corporation will be obligated to make lease or other rental payments to the TWDB 
to repay its financial assistance which enabled the Corporation to construct the Project in a 
manner in which excess capacity in the Project was implemented on a regional basis.  
Accordingly, the Purchasers of the New Series Bonds are provided notice that the Corporation 
hereby expressly reserves the right to seek financial assistance to complete the Project utilizing 
such a TWDB Program. 
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SECTION 63: Approval Certificate.  Pursuant to 3.02 of the Contract and each of the 
resolutions adopted by the Cities, the Cities have authorized the execution of an approval 
certificate (the “Approval Certificate”), attached hereto as Exhibit F, which evidences the 
approval of the terms and provisions of the Bonds and the Contract as set forth herein by each of 
the Cities. 

SECTION 64: Effective Date.  This Resolution shall be in force and effect from and after 
its final passage, and it is so resolved. 

[The remainder of this page intentionally left blank.] 
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PASSED AND ADOPTED on the ___ day of _________, 2016. 

SCHERTZ/SEGUIN LOCAL GOVERNMENT 
CORPORATION 
 
 
 
__________________________________________ 
President, Board of Directors 

ATTEST: 
 
 
 
____________________________________ 
Secretary, Board of Directors 
 
 
(CORPORATION SEAL) 
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INDEX TO EXHIBITS 

Exhibit A Paying Agent/Registrar Agreement 
Exhibit B Escrow Agreement 
Exhibit C Description of Annual Financial Information 
Exhibit D DTC Letter of Representations 
Exhibit E Regional Water Supply Contract 
Exhibit F Cities Approval Certificate 

 



 

27203742.4  A-1 

EXHIBIT A 

PAYING AGENT/REGISTRAR AGREEMENT 
 

SEE TAB NO. __ 
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EXHIBIT B 

ESCROW AGREEMENT 
 

SEE TAB NO. __ 
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EXHIBIT C 

CONTINUING DISCLOSURE OF INFORMATION 
 

DESCRIPTION OF ANNUAL FINANCIAL INFORMATION 

The following information is referred to in Section 54 of this Resolution. 

Annual Financial Statements and Operating Data 

The financial information and operating data with respect to the Corporation to be 
provided annually in accordance with such Section are as specified (and included in the 
Appendix or under the headings of the Private Placement Memorandum referred to) below: 

The Corporation’s audited financial statements for the most recently concluded Fiscal 
Year or to the extent these audited financial statements are not available, the portions of the 
unaudited financial statements of the Corporation referenced in the Private Placement 
Memorandum, but for the most recently concluded Fiscal Year. 

Accounting Principles 

The accounting principles referred to in such Section are generally accepted accounting 
principles for governmental units as prescribed by the Government Accounting Standards Board 
from time to time. 
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EXHIBIT D 

DTC LETTER OF REPRESENTATIONS 
 

SEE TAB NO. __
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EXHIBIT E 

REGIONAL WATER SUPPLY CONTRACT 
 

SEE TAB NO. __ 
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EXHIBIT F 

CITIES APPROVAL CERTIFICATE 

SEE TAB NO. __ 
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CERTIFICATE AS TO TAX EXEMPTION 

The undersigned, being the duly chosen and qualified Chairman, Board of Directors and 
General Manager of the Schertz/Seguin Local Government Corporation (the Corporation), and 
the property authorized officials or officers of the Cities of Seguin and Schertz, Texas (the 
Cities) hereby certify with respect to the Schertz/Seguin Local Government Corporation Contract 
Revenue Bonds, Series 2016 (Texas Water Development Board SWIRFT Project Financing) in 
the aggregate principal amount of $36,000,000.00 (the Bonds) as follows: 

A. General. 

1. For all purposes of this certificate, unless otherwise defined, all defined terms 
herein shall have the same meaning given to them in the Resolution and the Regulations (each as 
defined below). 

2. Pursuant to state law and the Resolution authorizing the issuance of the Bonds, 
we, along with other officers of the Corporation, are charged with the responsibility for issuing 
the Bonds. 

3. This certificate is made pursuant to Treasury Regulations Sections 1.148 through 
1.150 (the Regulations), and sections 103 and 141 through 150 of the Internal Revenue Code of 
1986, as amended to the date hereof (the Code). 

4. This certificate is based on the facts and estimates described herein in existence 
on the Closing Date, which is the date of delivery of the Bonds to and payment for the Bonds by 
the initial purchasers thereof, and, on the basis of such facts and estimates, the Corporation 
expects that the future events described herein will occur.  To the best knowledge and belief of 
the undersigned, there are no other facts, estimates, or circumstances which would materially 
change the following statements, and the expectations hereinafter set forth are reasonable.  The 
Corporation covenants not to take any intentional acts or actions after the Closing Date of the 
Bonds to earn a Yield upon the investment of the proceeds materially higher than the Yield on 
the Bonds, except as provided herein, or take any other action or omit to take any action which 
would change the expectations of the Corporation set forth herein. 

5. Terms used and not defined herein have the same meanings given to them in the 
Resolution of the Corporation adopted on _________, 2016 (the Resolution) authorizing the 
issuance of the Bonds or in the Regulations. 

6. The Corporation’s employer identification number is 74-2902229. 

B. Purpose and Size. 

1. The Bonds are being issued pursuant to the Resolution to provide funds to 
finance, acquire, and construct a treatment facility, a water supply pipeline, booster pumps, other 
appurtenances, and necessary easements and other interests in land concerning the State Water 
Plan (the Project) and to pay the costs and expenses of issuing the Bonds. 
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2. The Corporation has entered into a Regional Water Supply Contract, dated as of 
November 15, 1999, as amended (the Contract), with the Cities.  Each City is a political 
subdivision of the State of Texas with significant powers of eminent domain, taxation and/or 
police.  The debt service on the Bonds is payable solely from payments made by the Cities under 
the Contract, and the Corporation hereby allocates those payments allocated to the Bonds to debt 
service on the Bonds.  The payments under the Contract are based exclusively on the amounts 
necessary to pay the Priority Bonds (as defined in the Resolution), the Previously Issued New 
Series Bonds (as defined in the Resolution), and the Bonds, to establish certain reserve and 
contingency funds, and to maintain and operate the Project. 

3. The Corporation and the Cities have and will, at all times prior to the last Stated 
Maturity of the Bonds, 

(a) exclusively own, operate, and possess all property acquired, refinanced, 
constructed, or improved with Gross Proceeds of Bonds and not use or permit the use of 
any property acquired, refinanced, constructed, or improved with Gross Proceeds of the 
Bonds in any activity carried on by any person or entity (other than a state or local 
government), unless such use is merely as a member of the general public, or by 
governmental entities such as the Cities, or is pursuant to a contract or agreement whose 
terms comply with Revenue Procedure 97-13, or 

(b) not directly or indirectly impose or accept any charge or other payment for 
use of Gross Proceeds of the Bonds or any property acquired, refinanced, constructed, or 
improved with Gross Proceeds of the Bonds, other than a charge or other payment merely 
as a member of the general public or by governmental entities such as the Cities or 
interest earned on Investments  acquired with Gross Proceeds of the Bonds pending 
application for their intended purposes. 

4. Specifically, the property financed or referenced with the Bonds is not expected to 
be used (directly or indirectly) in any “private business use” (within the meaning of Section 141 
of the Code), i.e., a use of facilities in the trade or business of a person, other than a 
governmental unit or instrumentality thereof.  For this purpose a “use” includes use by such 
person as an owner, lessee, purchaser of output of facilities under a “take and pay” or “take or 
pay” contract, or manager or independent contractor under certain management or service 
contracts.  Use of the property financed or refinanced by Bonds by the general public is not 
considered a “use” by nongovernmental persons in trades or businesses.  Use of financed or 
refinanced property by nongovernmental persons in their trades or businesses is treated as 
general public use only if the property is intended to be available and in fact is reasonably 
available for use on the same basis by natural persons not engaged in a trade or business.  In 
general, use under an arrangement that conveys priority rights or other preferential benefits is not 
use on the same basis as the general public.  Arrangements providing for use that is available to 
the general public at no charge or on the basis of rates that are generally applicable and 
uniformly applied do not convey priority rights or other preferential benefits.  For this purpose, 
rates may be treated as generally applicable and uniformly applied even if - 

(a) different rates apply to different classes of users, such as volume 
purchasers, if the differences in rates are customary and reasonable; or 
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(b) a specially negotiated rate arrangement is entered into, but only if the user 
is prohibited by federal law from paying the generally applicable rates, and the rates 
established are as comparable as reasonably possible to the generally applicable rates. 

5. We have been advised that use by a nongovernmental person pursuant to an 
arrangement, other than an arrangement resulting in ownership of financed property by a 
nongovernmental person, is not private business use if - 

(a) the term of the use under the arrangement, including all renewal options, is 
not longer than three years for output facilities and 50 days for all other facilities; 

(b) the arrangement is a negotiated, arm’s length arrangement that provides 
for compensation at fair market value or is based on generally applicable and uniformly 
applied rates; and 

(c) the property is not financed for a principal purpose of providing that 
property for use by that nongovernmental person. 

6. We have been further advised that use by a nongovernmental person pursuant to 
an arrangement, other than an arrangement resulting in ownership of financed property by a 
nongovernmental person, is not private business use if the contract is a contract with a person 
who will not resell the output and 

(a) the obligations of purchaser to make payments is contingent upon the 
requirements of a single user; and 

(b) do not obligate the purchaser to make payments that are not contingent on 
the requirements of the purchaser or obligates the purchaser to have requirements, or 
require the purchaser not to cease operations. 

Contract provisions that require the purchaser to pay reasonable and customary damages 
(including liquidated damages) in the event of default or to pay a specified amount to terminate 
the contract while the purchaser has requirements, in each case, provided the payment is 
reasonably related to the purchaser’s obligations to buy requirements that is discharged by the 
payment. 

7. We have been advised that a wholesale requirements contract will not result in 
private business use if 

(a) the term of the contract, including renewal options, does not exceed the 
lesser of five years or 30% of the term of the Bonds, or 

(b) the amount of output to be purchased under the contract does not exceed 
five percent of the available output of the facilities financed by the Bonds. 

8. We have been further advised that under Revenue Procedure 97-13, as amended 
by applicable notices, the Internal Revenue Service (the Service) has published guidelines 
relating to when a favorable ruling will usually be issued with respect to the lack of private trade 
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or business use where a governmental unit which owns a bond-financed facility enters into a 
management or service contract with private for-profit persons.  Under these guidelines (the 
Service Contract Guidelines), a ruling will usually be given to the effect that there is no trade or 
business use in the situations described in such Revenue Procedure.  All present and future 
management or service contracts relating to the facilities financed or refinanced with the Bonds 
entered into between the Cities or the Corporation and private persons (i.e., persons other than a 
governmental unit) will comply with the requirements of the Service Contract Guidelines or 
successor guidelines applicable to the Bonds, unless a written opinion of Fulbright & Jaworski 
LLP, or other nationally recognized bond counsel is received to the effect that noncompliance of 
such management contracts with the Service Contract Guidelines will not cause the loss of the 
exclusion from gross income provided under Section 103(a) of the Code for interest on the 
Bonds or the treatment of interest on the Bonds as a preference item under Section 57 of the 
Code. 

9. The Cities and the Corporation, as appropriate, will not use Gross Proceeds of the 
Bonds to make or finance or refinance loans to any person or entity other than a state or local 
government.  For purposes of the foregoing covenant, Gross Proceeds are considered to be 
“loaned” to a person or entity if (1) property acquired, constructed, or improved with Gross 
Proceeds is sold or leased to such person or entity in a transaction which creates a debt for 
federal income tax purposes, (2) capacity in or service from such property is committed to such 
person or entity under a take-or-pay, output, or similar contract or arrangement, or (3) indirect 
benefits, or burdens and benefits of ownership, of Gross Proceeds or any property acquired, 
constructed, or improved with Gross Proceeds are otherwise transferred in a transaction which is 
the economic equivalent of a loan. 

10. The Project will be owned, operated, and maintained by the Corporation or 
another state or local government; and the Corporation has not contracted with any firm, 
company, or other person or entity other than a state or local government to operate and/or 
maintain the Project for and on behalf of the Corporation.  The Corporation does not expect to 
enter into any contract for the operation, maintenance or management of the Project unless with 
another state or local government entity. 

11. There is not as of the date hereof and the Corporation does not anticipate entering 
into any lease, contract, or other understanding or arrangement with any person other than a state 
or local governmental unit, pursuant to which the Corporation expects that proceeds of the Bonds 
or the Project will be used in the trade or business of such person (including all activities of such 
person who are individuals). 

12. The amounts received from the sale of the Bonds, when added to available funds 
on hand and amounts expected to be received from the investment of such proceeds, do not 
exceed the amounts required to pay (i)  the cost of the Project and (ii) the costs of offering and 
issuing the Bonds. 

13. No receipts from the sale of the Bonds or amounts received from the investment 
thereof will be used to pay the principal of or interest on any currently outstanding issue of bonds 
or other obligations of the Corporation other than the Bonds. 
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14. The Corporation has been created pursuant to and in accordance with and is 
authorized by the provisions of the Texas Transportation Act, Texas Transportation Code 
§431.000 et. seq.  The Corporation and the Bonds have a public purpose of constructing and 
operating facilities for purposes of furnishing water to the citizens of the Cities.  As provided by 
Section (c) of Article XVII of the Articles of Incorporation, all the assets of the Corporation shall 
be transferred and delivered to each of the Cities, on an equal basis, after payment of all debts 
and claims of the Corporation.  The Corporation is a political subdivision of the State of Texas 
with the significant power of eminent domain. 

15. The Corporation will not use Gross Proceeds to make or finance loans to any 
person or entity other than a state or local government.  For purposes of the foregoing covenant, 
Gross Proceeds are considered to be “loaned” to a person or entity if property acquired, 
constructed, or improved with Gross Proceeds is sold or leased to such person or entity in a 
transaction which creates a debt for federal income tax purposes, capacity in or service from such 
property is committed to such person or entity under a take-or-pay, output, or similar contract or 
arrangement, or  indirect benefits, or burdens and benefits of ownership, of Gross Proceeds or 
any property acquired, constructed, or improved with Gross Proceeds are otherwise transferred in 
a transaction which is the economic equivalent of a loan 

C. Original Proceeds. 

1. The Bonds are being issued and delivered to the Texas Water Development 
Board, Austin, Texas (the Purchaser).  The Purchaser purchased the Bonds for par, less an 
origination fee of $_________, and no accrued interest. 

2. The Corporation has caused the deposit of the Sale Proceeds of the Bonds this day 
as follows: 

Disposition Amount 

Deposit to Construction Fund  
Deposit to Bond Fund (Capitalized Interest)  

   TOTAL  
  

3. Of the Bond proceeds, $____________, representing capitalized interest (the 
Capitalized Interest), will be deposited to the Bond Bund and used to pay interest on the Bonds.  
The Capitalized Interest is less than interest on the Bonds through and including August 1, 2018, 
which is less than three years after the issuance of the Bonds. 

4. Of the remaining proceeds of the Bonds received by the Corporation from the 
Purchaser, approximately $____________ will be used to pay the costs of issuance (including 
underwriter’s spread, if any) relating to the Obligations, and $____________ will be deposited in 
a separate checking account of the Corporation (the Construction Account or Fund) and held 
pursuant to the terms of the Escrow Agreement to pay costs of the Project.  The Corporation 
estimates that it will receive $____________ in income or profit from the investment of the 
amounts deposited to the Construction Fund pending the disbursement of such amounts for the 
governmental purposes for which the Bonds are being issued.  Such amount will be used to pay 
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additional costs of the Project or deposited in the “Schertz/Seguin Local Government 
Corporation Contract Revenue Bonds, Series 2016 Interest and Sinking Fund” (the Bond Fund) 
to pay principal of or interest on the Bonds within one year from the date of receipt. 

D. Temporary Periods and Time for Expenditures. 

1. The amount disbursed or set aside to pay costs of issuance of the Bonds will be so 
used within thirty (30) days from the date hereof, and may be invested without restriction as to 
Yield until expended as described herein. 

2. Within six months from the date hereof, the Corporation will have incurred 
binding obligations or commitments in the amount of at least five percent of the principal 
amount of the Bonds for the Project by entering into contracts for construction, architectural 
services, engineering services, land acquisition, site development, construction materials, or the 
purchase of equipment.  The Corporation will account for the allocation of the Bond proceeds to 
an expenditure not later than 18 months after the later of the date the expenditure is paid or the 
date the Project is placed in service; but in all events 60 days after the earlier of the fifth 
anniversary of the date of this certificate or the retirement of the Bonds. 

3. After entering into said contracts, work on the construction or acquisition of the 
Project will proceed with due diligence to completion, which is expected to occur on, and the 
proceeds from the sale of the Bonds and investment earnings thereon are expected to be 
expended by _________________, ____. 

4. The Purchaser is buying the Bonds with the proceeds of its General Obligation 
Bonds, Series 2016, issued on ___________, 20__ (the State Bonds).  The Yield on the State 
Bonds is ____________ percent.  Accordingly, after ____________, 20__, the Corporation may 
not invest gross proceeds of the Bonds held in the Construction Funds at a Yield which is in 
excess of the Yield on the State Bonds. 

5. Based on the foregoing, the Corporation may invest Gross Proceeds held in the 
Construction Fund without restriction as to Yield until ____________, 20__.  Thereafter, the 
Corporation will restrict the Yield on investments of Gross Proceeds held in the Construction 
Fund to the Yield on the Bonds. 

E. Bond Fund. 

1. The Bonds are payable from the deposit of the Bond Payment portion of the 
Annual Payments as provided in the Resolution and the Contract.  All Bond Payment portions of 
the Annual Payments collected for and on account of the Bonds are to be deposited into the Bond 
Fund. 

2. Except for that portion of the Bond Fund, if any, consisting of deposits made to 
defease in whole or in part the Bonds, the Bond Fund (i) was created primarily to achieve a 
proper matching of revenues and debt service with respect to the Bonds within each bond year, 
beginning on the Closing Date and ending on the anniversary of the Closing Date thereafter until 
the Bonds are no longer Outstanding and (ii) will be depleted at least once a year except possibly 
for a carry-over amount not greater than the larger of the preceding bond year’s earnings from 
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the investment thereof or one-twelfth of the annual debt service paid during the preceding bond 
year on the Bonds.  All amounts deposited to the Bond Fund will be spent within 13 months of 
deposit, and all amounts received from investment of such fund will be deposited therein and 
will be expended within twelve months of receipt.  Any amounts held in the Bond Fund during 
such periods are expected to be invested by the Corporation without regard as to restriction of 
Yield.  Any amounts held in the Bond Fund in excess of such periods will be invested at a Yield 
not to exceed the lesser of the Yield on the Bonds, taking into account any yield reduction 
payments. 

3. All money deposited in the Bond Fund will be used solely to pay the principal of, 
and interest on, the Bonds as the same becomes due and payable, and there will be no other funds 
that will be so used or pledged or otherwise restricted so as to be available with reasonable 
certainty to be so used. 

F. Yield, Rebate and Miscellaneous. 

1. The Yield on the Bonds is ____________ percent, calculated on the basis of the 
information provided by the Corporation’s financial advisors.  The Purchaser has represented it 
is acquiring the Bonds for its own account for investment and not for resale and not in the 
capacity of an underwriter, broker, dealer or the like.  The Corporation has no basis for believing 
such representations are not correct. 

2. The Corporation has covenanted to account for the Gross Proceeds of the Bonds 
separately and apart from all other funds of the Corporation from the date hereof. 

3. The weighted average maturity of the Bonds is ____________ years, which is less 
than 120% of the reasonably expected economic life of the assets acquired or constructed with 
the proceeds of the Bonds, calculated pursuant to section 147 of the Code. 

4. The Corporation does not expect that the proceeds of the Bonds will be used in a 
manner that would cause the Bonds to be arbitrage bonds within the meaning of section 148 of 
the Code. 

5. No other obligations payable from the same revenues of the Corporation were 
issued within 15 days of the sale date of the Bonds. 

6. The Corporation reasonably expects that at least 75% of the Available 
Construction Proceeds (defined herein), including reasonably expected future earnings, of the 
Bonds will be used for Construction Expenditures.  For purposes of this paragraph, “Available 
Construction Proceeds” means the issue price of the Bonds, increased by earnings on such issue 
price and earnings on such earnings, reduced by the issuance costs financed by the issue.  
“Construction Expenditures” means capital expenditures that are allocable to the cost of (i) real 
property other than acquisitions of interest in land or other existing real property, (ii) certain 
constructed personal property as defined in Regulation Section 1.148-7(g)(3), or (iii) specially 
developed computer software as defined in Regulation Section 1.148-7(g)(4), which software is 
functionally related and subordinate to real property or constructed personal property.  The 
Corporation does not elect to use actual facts under Regulation 1.148-7(f)(2), but based on 
estimated earnings set forth in Section C.4 hereof. 
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7. Unless the Corporation has qualified for an exception to rebate pursuant to section 
148(f)(4) of the Code, not less frequently than each Computation Date, the Corporation has 
covenanted in the Resolution to calculate or cause to be calculated by a nationally recognized 
accounting, financial advisory firm or financial institution, in accordance with rules set forth in 
section 148(f) of the Code and the Regulations and rulings thereunder, the Rebate Amount.  The 
Corporation has covenanted in the Resolution to maintain such calculations with the official 
transcript of the proceedings relating to the issuance of the Bonds until six years after the final 
Computation Date. 

8. The Corporation has covenanted in the Resolution to pay to the United States the 
amount described in the preceding paragraph of this Section, at the times, in the installments, to 
the place, in the manner, and accompanied by such forms or other information as is or may be 
required by section 148(f) of the Code and the Regulations and rulings thereunder. 

9. The Corporation does not expect that the proceeds of the Bonds will be used in a 
manner that would cause the Bonds to be arbitrage bonds within the meaning of section 148 of 
the Code. 

G. No Abusive Arbitrage Device. 

1. In connection with the issuance of the Bonds, the Corporation has not employed 
any action which has the effect of overburdening the market for tax-exempt obligations by 
issuing more bonds, issuing bonds earlier, or allowing bonds to remain outstanding longer than is 
reasonably necessary to accomplish the governmental purposes of the Bonds. 

2. In connection with the issuance of the Bonds, the Corporation has not employed 
any action which has the effect of enabling the Corporation to exploit the difference between tax-
exempt and taxable interest rates to gain a material financial advantage. 

H. Written Procedures.  This certificate shall constitute written procedures and 
processes that require the Corporation to insure that, after the Closing Date, the Corporation is in 
compliance with the covenants and representations contained herein and the Code and 
Regulations related to the Bonds and for a period of three (3) years after the Bonds are paid in 
full will maintain records that show compliance with the covenants and representations contained 
herein and the Code and Regulations related to the Bonds.  The Corporation designates the 
following officer(s) to have primary responsibility for maintaining post-issuance compliance 
with the covenants and representations contained herein and the Code and Regulations related to 
the Bonds: 

General Manager 
 

and the following officer(s) shall maintain the records related thereto: 

General Manager 
 

Such officers may assign and delegate responsibilities to others as they deem necessary or 
appropriate. 
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I. Remedial Action/Voluntary Closing Agreement Program.  If the Corporation in 
complying with the terms and provisions the policies or guidelines set forth herein and the Code 
and Regulations related to the Bonds determines that the requirements of these policies and 
guidelines or the Code and Regulations related to the Bonds may have been violated, the 
Corporation will make final determinations, if necessary with the assistance of its bond and tax 
counsel and financial advisors, and take appropriate actions related to such noncompliance 
including, if appropriate, any remedial action described under applicable Regulations or through 
the Tax Exempt Bonds Voluntary Closing Agreement Program. 

[The remainder of this page intentionally left blank.] 
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EXECUTED AND DELIVERED this      . 

SCHERTZ/SEGUIN LOCAL GOVERNMENT 
CORPORATION 
 
 
By:____________________________________ 
 Chairman, Board of Directors 
 
 
By:____________________________________ 
 General Manager 
 
 
CITY OF SCHERTZ, TEXAS 
 
 
By:____________________________________ 
Name: John Kessel 
Title: City Manager 
 
 
CITY OF SEGUIN, TEXAS 
 
 
By:____________________________________ 
Name: Doug Faseler 
Title: City Manager 
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The undersigned, the authorized representative of financial advisor to the Corporation, 
certifies as to the accuracy of statements attributable to the financial advisor in Section C.3. 
hereof. 

SAMCO CAPITAL MARKETS, INC. 
 
 
By: _______________________________________ 
 
Name:   ___________________________________ 
 
Title:   ____________________________________ 
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GENERAL CERTIFICATE OF THE CORPORATION 

THE STATE OF TEXAS 
 
SCHERTZ/SEGUIN LOCAL 
GOVERNMENT CORPORATION 

§
§
§
§ 

 

 
WE, the undersigned, President and Secretary, respectively, of the Board of Directors of 

the Schertz/Seguin Local Government Corporation, DO HEREBY CERTIFY as follows: 

1. The Schertz/Seguin Local Government Corporation (the Corporation) is a public, 
non-profit corporation of the State of Texas, created and existing pursuant to the laws of the 
State of Texas, particularly Subchapter D of Chapter 431, Texas Transportation Code, as 
amended, and Chapter 552, Texas Local Government Code, as amended (formerly Chapter 402, 
Texas Local Government Code). 

2. The Board of Directors of the Corporation has authorized the issuance of 
obligations designated as the “Schertz/Seguin Local Government Corporation Contract Revenue 
Bonds, Series 2016 (Texas Water Development Board SWIRFT Project Financing)”, dated 
August 1, 2016, in the aggregate principal amount of $36,000,000 (the Bonds), authorized by a 
resolution passed and adopted on the ________ day of _____________, 2016 (the Bond 
Resolution). 

3. That, upon the issuance of the proposed Bonds, the rents, revenues and income to 
be derived from the facilities to be constructed or financed by the Corporation with the proceeds 
of the Bonds have not in any manner been pledged or encumbered to the payment of any debt or 
obligation of the Corporation other than the Priority Bonds and the Previously Issued Bonds 
(each as defined in the Bond Resolution) and the Bonds. 

4. That, upon the issuance of the Bonds, the “Regional Water Supply Contract”, 
dated as of November 15, 1999 (the Contract) between the Corporation and the City of Schertz, 
Texas and the City of Seguin, Texas, respectively, attached to the Bond Resolution, is a true and 
correct copy of such contract as currently effective between the parties.  The Contract has been 
duly authorized and is in compliance with all applicable statutory requirements.  The Contract, as 
submitted to the Attorney General of Texas, is still in full force and effect and has not been 
amended or rescinded. 

5. That, upon issuance of the Bonds, save and except for the pledge of the portion of 
the proceeds of the aforesaid Contract defined as the “Bond Payment” portion of the “Annual 
Payments” in the Bond Resolution to the payment of the principal and interest to become due 
with respect to the Priority Bonds, the Previously Issued Bonds, and the Bonds, none of the 
revenues or income to the Corporation from the aforesaid Contract have been encumbered or 
pledged to the payment of any other debt or obligation whatsoever. 

6. That the duly qualified and acting members of the Board of Directors and officers 
of the Corporation are as follows: 
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Ken Greenwald President 
Robin Dwyer Vice President 
Patricia Ramirez Secretary 
Andrew Koenig Treasurer 
Jim Wolverton Director 
Hal Baldwin Director, Ex-Officio 
Betty Ann Matthies Director, Ex-Officio 

 
7. Alan Cockrell is the duly appointed, qualified, and acting General Manager of the 

Corporation. 

8. The Corporation is not in default as to any covenant, condition or obligation 
contained in the aforesaid Contract or the resolutions authorizing the Priority Bonds or the 
Previously Issued Bonds (including any amendment or supplement thereto) or the Bond 
Resolution. 

9. A debt service schedule for the Priority Bonds, the Previously Issued Bonds, and 
the Bonds is attached hereto as Exhibit A. 

10. Attached hereto as Exhibit B is a true and correct copy of the Articles of 
Incorporation of the Issuer and all amendments thereto (if any) as in effect on the date hereof.  
Such Articles of Incorporation have not been amended, no articles of dissolution of the Issuer 
have been authorized or filed, no certificate of dissolution of the Issuer has been issued, and no 
proceedings to dissolve the Issuer have been commenced. 

11. Attached hereto as Exhibit C is a true and correct copy of the bylaws of the Issuer, 
together with any and all amendments thereto and as in effect on the date hereof. 

12. Attached hereto as Exhibit D is a true and correct copy of the Certificate of 
Existence of the Issuer as in effect on the date hereof. 

13. Attached hereto as Exhibit E is a true and correct copy of the Certificate of Good 
Standing of the Issuer as in effect on the date hereof. 

14. Additional transcript requirements pursuant to the provisions of Section 1202.008, 
as amended, Texas Government Code are attached hereto as Exhibit F. 

15. All officials of the Corporation required to furnish fidelity bonds have done so, 
and such bonds have been approved, recorded, and filed as provided by law. 

16. All officers and directors taking or who have taken any action in connection with 
the authorization, sale, execution, and delivery of the Bonds are or were duly qualified and acting 
incumbents officers and directors of the Corporation, and all incumbent officers and directors 
executing any documents in connection therewith were duly authorized to execute such 
documents. 

17. All of the meetings held by the Board of Directors pursuant to which any 
proceedings were passed, adopted, and approved in connection with the Bonds were meetings 
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open to the public for which public notice had been given, all as required by law and particularly 
Chapter 551, as amended, Texas Government Code. 

18. This certificate is made for the benefit of the persons involved in this transaction 
and the Attorney General of The State of Texas in connection with his examination into and the 
approval of the Bonds. 

19. Prior to the execution of certain contracts related to the issuance of the Bonds, the 
District received a completed disclosure of interested parties form and certification of filing 
(collectively a “Form 1295”) from the business entity contracting with the District pursuant to 
the requirements of Texas Government Code Section 2252.908 and rules promulgated thereunder 
by the Texas Ethics Commission (the “TEC”).  Not later than the 30th day after the date the 
contract for which a Form 1295 was filed binds all parties to such contract, the District has or 
will notify the TEC, in an electronic format prescribed by the TEC, of the receipt of such Form 
1295. 

Authorization of Attorney General to Date Certificate 

20. This certificate is submitted pursuant to 1 TAC §53.231.  Upon the approval of 
the Bonds and the Contract by the Attorney General of the State of Texas, he is authorized to 
date this certificate as of the date of such approval.  If any litigation should develop, or if any 
other event should occur which should make this certificate inaccurate before the Attorney 
General’s approval of the Bonds and the Contract, we will notify the Attorney General at once 
by both telephone and facsimile transmission.  With this assurance, the Attorney General is 
entitled to rely on the accuracy of this Certificate at the time of approval of the Bonds and the 
Contract unless we advise him otherwise. 

[The remainder of this page intentionally left blank.] 
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WITNESS OUR HANDS AND SEAL OF THE SCHERTZ/SEGUIN LOCAL 
GOVERNMENT CORPORATION, this        . 

 
 
        
President, Board of Directors 
Schertz/Seguin Local Government Corporation 

(Corporation Seal) 

        
Secretary, Board of Directors 
Schertz/Seguin Local Government Corporation 
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EXHIBIT A 

Combined Debt Service Schedule 
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EXHIBIT B 

Articles of Incorporation 
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EXHIBIT C 

Bylaws 
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EXHIBIT D 

Certificate of Existence 
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EXHIBIT E 

Certificate of Good Standing 
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EXHIBIT F 

Additional Transcript Requirements 

Schertz/Seguin Local Government Corporation Contract Revenue Bonds, 
Series 2016 (Texas Water Development Board SWIRFT Project Financing) 
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 DRAFT 5/10/16 

IN REGARD to the authorization and issuance of the “Schertz/Seguin Local Government 
Corporation Contract Revenue Bonds, Series 2016 (Texas Water Development Board SWIRFT 
Project Financing)” (the “Bonds”), dated August 1, 2016, in the aggregate original principal 
amount of $36,000,000, we have reviewed the legality and validity of the issuance thereof by 
the Schertz/Seguin Local Government Corporation (the “Corporation”).  The Bonds are issuable 
in fully registered form only, in denominations of $5,000 or any integral multiple thereof (within a 
Stated Maturity).  The Bonds have Stated Maturities of February 1 in each of the years 2019 
through 2051, unless redeemed prior to Stated Maturity in accordance with the terms stated on 
the face of the Bonds.  Interest on the Bonds accrues from the dates, at the rates, in the 
manner, and is payable on the dates, all as provided in the resolution (the “Resolution”) 
authorizing the issuance of the Bonds.  Capitalized terms used herein without definition shall 
have the respective meanings ascribed thereto in the Resolution. 

WE HAVE SERVED AS BOND COUNSEL for the Corporation solely to pass upon the legality 
and validity of the issuance of the Bonds under the laws of the State of Texas, and with respect 
to the exclusion of the interest on the Bonds from the gross income of the owners thereof for 
federal income tax purposes and for no other purpose.  We have not been requested to 
investigate or verify, and have not independently investigated or verified, any records, data, or 
other material relating to the financial condition or capabilities of the Corporation or the Cities or 
their respective utility systems.  We have not assumed any responsibility with respect to the 
financial condition or capabilities of the Corporation or the Cities or the disclosure thereof in 
connection with the sale of the Bonds.  We express no opinion and make no comment with 
respect to the sufficiency of the security for or the marketability of the Bonds.  Our role in 
connection with the Corporation’s Application to the Texas Water Development Board prepared 
for use in connection with the sale of the Bonds has been limited as described therein. 

WE HAVE EXAMINED the applicable and pertinent laws of the State of Texas and the United 
States of America.  In rendering the opinions herein we rely upon (1) original or certified copies 
of the proceedings of the Corporation in connection with the issuance of the Bonds, including 
the Resolution, the Regional Water Supply Contract, dated as of November 15, 1999, as 
amended (the “Contract”) between the Corporation, the City of Seguin, Texas (“Seguin”), and 
the City of Schertz, Texas (“Schertz”, and together with Seguin, the “Cities”) and the escrow 
agreement (the “Escrow Agreement”) between the Corporation and BOKF, NA, Austin, Texas; 
(2) customary certifications and opinions of officials of the Corporation and the Cities; 
(3) certificates executed by officers of the Corporation and the Cities relating to the expected 
use and investment of proceeds of the Bonds and certain other funds of the Corporation, and to 
certain other facts solely within the knowledge and control of the Corporation and the Cities; and 
(4) such other documentation, including an examination of the Bond executed and delivered 
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initially by the Corporation, and such matters of law as we deem relevant to the matters 
discussed below.  In such examination, we have assumed the authenticity of all documents 
submitted to us as originals, the conformity to original copies of all documents submitted to us 
as certified copies, and the accuracy of the statements and information contained in such 
certificates.  We express no opinion concerning any effect on the following opinions which may 
result from changes in law effected after the date hereof. 

BASED ON OUR EXAMINATION, IT IS OUR OPINION that the Bonds have been duly 
authorized by the Corporation and issued in conformity with the Constitution and laws of the 
State of Texas now in force, and the Bonds issued in compliance with the provisions of the 
Resolution are valid, legally binding and enforceable special obligations of the Corporation, 
payable, together with any Additional New Series Bonds hereafter issued, solely from and 
equally and ratably secured, together with the currently outstanding Previously Issued New 
Series Bonds, by a lien on and pledge of the Bond Payment portion of the Annual Payments to 
be received by the Corporation from the Cities pursuant to the Contract that is junior and inferior 
to the lien thereon and pledge thereof providing for the payment and security of the currently 
outstanding Priority Bonds, together with certain other funds on deposit in the accounts 
established in the Resolution, except to the extent that the enforceability thereof may be 
affected by bankruptcy, insolvency, reorganization, moratorium, or other similar laws affecting 
creditors’ rights or the exercise of judicial discretion in accordance with general principles of 
equity.  In the Resolution, the Corporation retains the right to issue Additional New Series 
Bonds, and Additional Obligations, without limitation as to principal amount but subject to any 
terms, conditions, or restrictions as may be applicable thereto under law or otherwise.  The 
Bonds do not constitute a legal or equitable pledge, charge, lien, or encumbrance upon any 
property of the Corporation, except with respect to the Bond Payment portion of the Annual 
Payments.  The holder of the Bonds shall never have the right to demand payment of the Bonds 
out of any funds raised or to be raised by taxation. 

BASED ON OUR EXAMINATION, IT IS FURTHER OUR OPINION that, assuming continuing 
compliance after the date hereof by the Corporation and the Cities with the provisions of the 
Resolution and the Contract and in reliance upon the representations and certifications of the 
Corporation and the Cities made in a certificate of even date herewith pertaining to the use, 
expenditure, and investment of the proceeds of the Bonds, under existing statutes, regulations, 
published rulings, and court decisions (1) interest on the Bonds will be excludable from the 
gross income, as defined in section 61 of the Internal Revenue Code of 1986, as amended to 
the date hereof (the “Code”) of the owners thereof for federal income tax purposes, pursuant to 
section 103 of the Code, (2) interest on the Bonds will not be included in computing the 
alternative minimum taxable income of the owners thereof who are individuals or, except as 
hereinafter described, corporations, and (3) the Bonds are not “private activity bonds” within the 
meaning of section 141 of the Code. 

WE CALL YOUR ATTENTION TO THE FACT that, with respect to our opinion in clause (2) 
above, interest on all tax-exempt obligations, such as the Bonds, owned by a corporation will be 
included in such corporation’s adjusted current earnings for purposes of calculating the 
alternative minimum taxable income of such corporation, other than an S corporation, a mutual 
fund, a financial asset securitization investment trust, a real estate mortgage investment 
conduit, or a real estate investment trust.  A corporation’s alternative minimum taxable income is 
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the basis on which the alternative minimum tax imposed by section 55 of the Code will be 
computed. 

WE EXPRESS NO OTHER OPINION with respect to any other federal, state, or local tax 
consequences under present law or any proposed legislation resulting from the receipt or 
accrual of interest on, or the acquisition or disposition of, the Bonds.  Ownership of tax-exempt 
obligations such as the Bonds may result in collateral federal tax consequences to, among 
others, financial institutions, life insurance companies, property and casualty insurance 
companies, certain foreign corporations doing business in the United States, S corporations with 
subchapter C earnings and profits, owners of an interest in a financial asset securitization 
investment trust, individual recipients of Social Security or Railroad Retirement Benefits, 
individuals otherwise qualifying for the earned income credit, and taxpayers who may be 
deemed to have incurred or continued indebtedness to purchase or carry, or who have paid or 
incurred certain expenses allocable to, tax-exempt obligations. 

OUR OPINIONS ARE BASED on existing law, which is subject to change.  Such opinions are 
further based on our knowledge of facts as of the date hereof.  We assume no duty to update or 
supplement our opinions to reflect any facts or circumstances that may thereafter come to our 
attention or to reflect any changes in any law that may thereafter occur or become effective.  
Moreover, our opinions are not a guarantee of result and are not binding on the Internal 
Revenue Service; rather, such opinions represent our legal judgment based upon our review of 
existing law that we deem relevant to such opinions and in reliance upon the representations 
and covenants referenced above. 
 

  
 
 
 
Norton Rose Fulbright US LLP 
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PAYING AGENT/REGISTRAR AGREEMENT 

THIS PAYING AGENT/REGISTRAR AGREEMENT entered into as of 
______________, 2016 (this Agreement) is between the Schertz/Seguin Local Government 
Corporation (the Issuer) and BOKF, NA, Austin, Texas, a national banking association duly 
organized and existing under the laws of the United States of America and authorized to transact 
business in the State of Texas (the Bank). 

RECITALS OF THE ISSUER 

The Issuer has duly authorized and provided for the issuance of its “SCHERTZ/SEGUIN 
LOCAL GOVERNMENT CORPORATION CONTRACT REVENUE BONDS, SERIES 2016 
(TEXAS WATER DEVELOPMENT BOARD SWIRFT PROJECT FINANCING)” (the 
Securities), dated August 1, 2016 in the aggregate principal amount of $36,000,000 to be issued 
as registered securities without coupons; 

All things necessary to make the Securities the valid obligations of the Issuer, in 
accordance with their terms, will be taken upon the issuance and delivery thereof; 

The Issuer is desirous that the Bank act as the Paying Agent of the Issuer in paying the 
principal, premium (if any) and interest on the Securities, in accordance with the terms thereof, 
and that the Bank act as Registrar for the Securities; 

The Issuer has duly authorized the execution and delivery of this Agreement; and all 
things necessary to make this Agreement the valid agreement of the Issuer, in accordance with its 
terms, have been done. 

NOW, THEREFORE, it is mutually agreed as follows: 

ARTICLE ONE 
APPOINTMENT OF BANK AS 

PAYING AGENT AND REGISTRAR 

Section 1.01 Appointment. 

The Issuer hereby appoints the Bank to act as Paying Agent with respect to the Securities 
in order to pay, when due, the principal, premium (if any), and interest on all or any of the 
Securities to the Holders of the Securities, all in accordance with this Agreement and the 
Resolution (hereinafter defined). 

The Issuer hereby appoints the Bank as Registrar with respect to the Securities. 

The Bank hereby accepts its appointment, and agrees to act, as the Paying Agent and the 
Registrar. 
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Section 1.02 Compensation. 

As compensation for the Bank’s services as Paying Agent/Registrar, the Issuer hereby 
agrees to pay the Bank the fees and amounts set forth in Annex A hereto for the first year of this 
Agreement and thereafter the fees and amounts set forth in the Bank’s current fee schedule then 
in effect for services as Paying Agent/Registrar for political subdivisions, which shall be 
supplied to the Issuer on or before ninety (90) days prior to the close of the Fiscal Year of the 
Issuer and which shall be effective upon the first day of the following Fiscal Year.  The Issuer 
covenants to provide notice to the Bank upon any change in the Issuer’s Fiscal Year within ten 
(10) business days of the governing body of the Issuer’s decision to change the Fiscal Year of the 
Issuer. 

In addition, the Issuer agrees to reimburse the Bank upon its request for all reasonable 
expenses, disbursements, and advances incurred or made by the Bank in accordance with any of 
the provisions hereof (including the reasonable compensation and the expenses and 
disbursements of its agents and counsel). 

ARTICLE TWO 
DEFINITIONS 

Section 2.01 Definitions. 

For all purposes of this Agreement, except as otherwise expressly provided or unless the 
context otherwise requires, the following terms, whenever the same appears herein without 
qualifying language, are defined to mean as follows: 

Acceleration Date of any Security means the date on and after which the principal or any 
or all installments of interest, or both, are due and payable on any Security which has become 
accelerated, to the extent permitted by law, pursuant to the terms of the Security. 

Bank Office means the corporate trust office of the Bank set forth on the signature page of 
this agreement.  The Bank will notify the Issuer, in writing, of any change in location of the 
Bank Office. 

Fiscal Year means the fiscal year of the Issuer, which currently begins on October 1 and 
ends on September 30 of each year. 

Holder and Security Holder each means a Person in whose name a Security is registered 
in the Security Register. 

Issuer Request and Issuer Order each means a written request or order signed in the name 
of the Issuer by the Chairman of the Board of Directors of the Issuer and delivered to the Bank. 

Legal Holiday means a day on which the Bank is required or authorized to be closed. 

Person means any individual, corporation, partnership, joint venture, association, joint 
stock company, trust, unincorporated organization or government or any agency or political 
subdivision of a government. 
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Predecessor Securities of any particular Security means every previous Security 
evidencing all or a portion of the same obligation as that evidenced by such particular Security 
(and, for the purpose of this definition, any mutilated, lost, destroyed, or stolen Security for 
which a replacement Security has been registered and delivered in lieu thereof pursuant to 
Section 4.06 hereof and the Resolution). 

Record Date means the Record Date as defined in the Resolution. 

Redemption Date when used with respect to any Security to be redeemed means the date 
fixed for such redemption pursuant to the terms of the Resolution. 

Resolution means the resolution, order, or ordinance of the governing body of the Issuer 
pursuant to which the Securities are issued, certified by the Secretary, Board of Directors of the 
Issuer, or any other officer of the Issuer, and delivered to the Bank. 

Responsible Officer when used with respect to the Bank means the Chairman or Vice-
Chairman of the Board of Directors, the Chairman or Vice-Chairman of the Executive 
Committee of the Board of Directors, the President, any Vice President, the Secretary, any 
Assistant Secretary, the Treasurer, any Assistant Treasurer, the Cashier, any Assistant Cashier, 
any Trust Officer or Assistant Trust Officer, or any other officer of the Bank customarily 
performing functions similar to those performed by any of the above designated officers and also 
means, with respect to a particular corporate trust matter, any other officer to whom such matter 
is referred because of his knowledge of and familiarity with the particular subject. 

Securities means the securities defined in the recital paragraphs herein. 

Security Register means a register maintained by the Bank on behalf of the Issuer 
providing for the registration of Securities and of transfers of Securities. 

Stated Maturity means the date specified in the Resolution as the fixed date on which the 
principal of a Security is scheduled to be due and payable. 

Section 2.02 Other Definitions. 

The terms “Bank”, “Issuer”, and “Securities” have the meanings assigned to them in the 
opening paragraph of this Agreement or in the recitals of the Issuer. 

The term “Paying Agent/Registrar” refers to the Bank in the performance of the duties 
and functions of this Agreement. 

Section 2.03 Construction of Terms. 

If appropriate in the context of this Agreement, words of the singular shall be considered 
to include the plural, words of the plural shall be considered to include the singular, and words of 
the masculine, feminine, or neuter gender shall be considered to include the other genders. 



27220050.1  -4- 

ARTICLE THREE 
PAYING AGENT 

Section 3.01 Duties of Paying Agent. 

As Paying Agent, the Bank shall, provided adequate collected funds have been provided 
to it for such purpose by or on behalf of the Issuer, pay on behalf of the Issuer the interest on 
each Security when due.  The Bank shall compute the amount of interest to be paid each Holder, 
and shall prepare and send a check in the amount by United States mail (first class postage 
prepaid) on or prior to each interest payment date, to the Holder of each Security (or Predecessor 
Securities) whose name appears in the Security Register on the Record Date.  Such checks shall 
be mailed in such manner to such Holder at the address for each such Holder appearing on the 
Security Register, or shall be transmitted to such Holder on each interest payment date by such 
other method acceptable to the Bank, requested in writing by, and at the risk and expense of the 
Holder. 

Section 3.02 Payment Dates. 

The Issuer hereby instructs the Bank to pay the principal and interest on the Securities at 
the dates specified in the Resolution.  The Issuer agrees to transfer or to cause to be transferred, 
in immediately available funds, to the Bank to pay principal and/or interest, either or both, by no 
later than 4:00 p.m. on the business day immediately preceding the payment dates. 

As Paying Agent, the Bank shall, provided adequate collected funds have been provided 
to it for such purpose by or on behalf of the Issuer, pay on behalf of the Issuer the principal of 
and interest on each Security when due, by computing the amount of interest to be paid each 
Holder, preparing the checks and mailing the checks on the payment date, to the Holders of the 
Securities on the Record Date, addressed to their address appearing on the Security Register. 

ARTICLE FOUR 
REGISTRAR 

Section 4.01 Transfer and Exchange. 

The Issuer shall keep at the Bank Office a register (the Security Register) in which, 
subject to such reasonable written regulations as the Issuer may prescribe (which regulations 
shall be furnished to the Bank herewith or subsequent hereto by Issuer Order), the Issuer shall 
provide for the registration of the Securities and for transfers of Securities.  The Bank is hereby 
appointed Registrar for the purpose of registering Securities and transfers of Securities as herein 
provided.  The Bank agrees to maintain the Security Register while it is Registrar. 

Every Security surrendered for transfer or exchange shall be duly endorsed or be 
accompanied by a written instrument of transfer, the signature on which has been guaranteed by 
an officer of a federal or state bank or a member of the Financial Industry Regulatory Authority, 
in form satisfactory to the Bank, duly executed by the Holder thereof, or his agent, duly 
authorized in writing. 
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As a condition to effecting a re-registration, transfer or exchange of the Securities, the 
Registrar may request any supporting documentation it feels necessary to effect a re-registration, 
transfer or exchange of the Securities.  To the extent possible and under reasonable 
circumstances, the Bank agrees that, in relation to an exchange or transfer of Securities, the 
exchange or transfer by the Holders thereof shall be completed and new Securities delivered to 
the Holder or the assignee of the Holder in not more than three (3) business days after the receipt 
of the Securities to be canceled and exchange or transfer and the written instrument of transfer or 
request for exchange duly executed by the Holder, or his duly authorized agent, in form and 
manner satisfactory to the Paying Agent/Registrar. 

Section 4.02 Certificates. 

The Issuer shall provide the Registrar with an adequate inventory of Securities 
certificates to facilitate transfers.  The Bank covenants that it will maintain the Securities 
certificates in safekeeping and will use reasonable care in maintaining such Securities certificates 
in safekeeping, which shall not be less than the level of care it maintains for debt securities of 
other political subdivisions or corporations for which it serves as registrar, or which it maintains 
for its own securities. 

Section 4.03 Form of Security Register. 

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

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

Section 4.04 List of Security Holders. 

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

The Bank will not release or disclose the content of the Security Register to any person 
other than to, or at the written request of, an authorized officer or employee of the Issuer, except 
upon receipt of a subpoena, court order, or as required by law.  Upon receipt of a subpoena or 
court order the Bank will notify the Issuer so that the Issuer may contest the subpoena or court 
order, provided such subpoena, court order or lawful request does not prevent the Bank from 
providing such notice. 

Section 4.05 Return of Canceled Securities. 

The Bank will destroy all canceled Securities pursuant to the Securities Exchange Act of 
1934. 
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Section 4.06 Mutilated, Destroyed, Lost or Stolen Securities Certificates. 

The Issuer hereby instructs the Bank to deliver and issue Securities certificates in 
exchange for or in lieu of mutilated, destroyed, lost or stolen Securities certificates as long as the 
same does not result in an overissuance. 

The Bank will issue and deliver a new Security certificate in exchange for a mutilated 
Security certificate surrendered to it.  The Bank will issue a new Security certificate in lieu of a 
Security certificate for which it received written representation from the Holder that the 
certificate representing such Security is destroyed, lost, or stolen, without the surrender or 
production of the original certificate.  The Bank will pay on behalf of the Issuer the unpaid 
principal and premium, if any, of a Security at the Stated Maturity or on the Redemption Date or 
Acceleration Date, for which it receives written representation that the certificate representing 
such Security is destroyed, lost, or stolen without the surrender or production of the original 
certificate. 

The Bank will not issue a replacement Security certificate or pay such replacement 
Security certificate unless there is delivered to the Bank such security or indemnity as it may 
require (which may be by the Bank’s Blanket Lost Original Instrument Bond or similar 
certifications that may be required by the Bank) to save both the Bank and the Issuer harmless. 

On satisfaction of the Bank and the Issuer that a Security certificate has been mutilated, 
destroyed, lost or stolen, the certificate number on the mutilated, destroyed, lost or stolen 
Security certificate will be canceled with a notation that it has been mutilated, destroyed, lost or 
stolen and a new Security certificate will be issued of the same series and of like tenor and 
principal amount bearing a number (according to the Security Register) not contemporaneously 
outstanding. 

The Bank may charge the Holder the Bank’s fees and expenses in connection with 
issuing a new Security certificate in lieu of or exchange for a mutilated, destroyed, lost, or stolen 
Security certificate. 

The Issuer hereby accepts the Bank’s current Blanket Lost Original Instrument Bond for 
lost, stolen, or destroyed certificates and any future substitute bond for lost, stolen, or destroyed 
certificates that the Bank may arrange; and agrees that the coverage under any such bond is 
acceptable to it and meets the Issuer’s requirements as to security or indemnity.  The Bank need 
not notify the Issuer of any changes in the security or other company giving such bond or the 
terms of such bond.  At any time the Bank is customarily open for business, the Blanket Lost 
Original Instrument Bond then utilized for the purpose of lost, stolen, or destroyed certificates by 
the Bank shall be available for inspection by the Issuer on request.  The Issuer hereby accepts the 
Bank’s indemnity to replace the Security certificates destroyed or lost while in the possession or 
under the control of the Bank. 

Section 4.07 Transaction Information to Issuer. 

The Bank will, within a reasonable time after receipt of written request from the Issuer, 
furnish the Issuer information as to the Securities it has paid pursuant to Section 3.01 and 
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Securities it has delivered upon the transfer or exchange of any Securities pursuant to Section 
4.01. 

ARTICLE FIVE 
THE BANK 

Section 5.01 Duties of Bank. 

The Bank undertakes to perform the duties set forth herein and in the Resolution and 
agrees to use reasonable care in the performance thereof. 

The Bank is also authorized to transfer funds relating to the closing and initial delivery of 
the Securities in the manner disclosed in the closing memorandum as prepared by the Issuer’s 
financial advisor, bond counsel, or other agent.  The Bank may act on a facsimile or email 
transmission of the closing memorandum acknowledged by the financial advisor, bond counsel, 
or the Issuer as the final closing memorandum.  The Bank shall not be liable for any losses, costs 
or expenses arising directly or indirectly from the Bank’s reliance upon and compliance with 
such instructions. 

Section 5.02 Reliance on Documents, Etc. 

(a) The Bank may conclusively rely, as to the truth of the statements and correctness 
of the opinions expressed therein, on certificates or opinions furnished to the Bank. 

(b) The Bank shall not be liable for any error of judgment made in good faith by a 
Responsible Officer, unless it shall be proved that the Bank was negligent in ascertaining the 
pertinent facts. 

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

(d) The Bank may rely and shall be protected in acting or refraining from acting upon 
any resolution, certificate, statement, instrument, opinion, report, notice, request, direction, 
consent, order, bond, note, security, or other paper or document believed by it to be genuine and 
to have been signed or presented by the proper party or parties.  Without limiting the generality 
of the foregoing statement, the Bank need not examine the ownership of any Securities but is 
protected in acting upon receipt of Securities containing an endorsement or instruction of transfer 
or power of transfer which appears on its face to be signed by the Holder or an agent of the 
Holder.  The Bank shall not be bound to make any investigation into the facts or matters stated in 
a resolution, certificate, statement, instrument, opinion, report, notice, request, direction, consent, 
order, bond, note, security or other paper or document supplied by the Issuer.  The Bank may act 
on any order, request, approval or other authority relating to the Securities which is provided by 
the Issuer through a facsimile or e-mail transmission without the necessity of obtaining an 
original or executed copy of any such authority. 
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(e) The Bank may consult with counsel, and the written advice of such counsel or any 
opinion of counsel shall be full and complete authorization and protection with respect to any 
action taken, suffered or omitted by it hereunder in good faith and in reliance thereon. 

(f) The Bank may exercise any of the powers hereunder and perform any duties 
hereunder either directly or by or through agents or attorneys of the Bank. 

Section 5.03 Recitals of Issuer. 

The recitals contained herein and in the Securities shall be taken as the statements of the 
Issuer, and the Bank assumes no responsibility for their correctness. 

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

Section 5.04 May Hold Securities. 

The Bank, in its individual or any other capacity, may become the owner or pledgee of 
Securities and may otherwise deal with the Issuer with the same rights it would have if it were 
not the Paying Agent/Registrar or any other agent, provided that such dealings do not result in a 
breach of any duties or agreements imposed by this Agreement. 

Section 5.05 Money Held by Bank. 

A paying agent account shall at all times be kept and maintained by the Bank for the 
receipt, safekeeping, and disbursement of money received from the Issuer hereunder for the 
payment of the Securities, and money deposited to the credit of such account until paid to the 
Holders of the Securities shall be continuously collateralized by securities or obligations which 
qualify and are eligible under the laws of the State of Texas to secure and be pledged as 
collateral for paying agent accounts to the extent such money is not insured by the Federal 
Deposit Insurance Corporation. 

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

Any money deposited with the Bank for the payment of the principal, premium (if any), 
or interest on any Security and remaining unclaimed for three years after final maturity of the 
Security has become due and payable will be held by the Bank and disposed of only in 
accordance with Title 6 of the Texas Property Code (Unclaimed Property). 

The Bank will comply with the reporting provisions of Chapter 74 of the Texas Property 
Code with respect to property that is presumed abandoned under Chapter 72 or Chapter 75 of the 
Texas Property Code or inactive under Chapter 73 of the Texas Property Code. 

Section 5.06 Indemnification. 

The Issuer agrees, to the extent it legally may, to indemnify the Bank (including its 
directors, officers and employees) for, and hold it harmless against, any loss, liability, or expense 
incurred without negligence or bad faith on its part arising out of or in connection with its 
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acceptance or administration of its duties hereunder, including the cost and expense (including its 
counsel fees) of defending itself against any claim or liability in connection with the exercise or 
performance of any of its powers or duties under this Agreement.  The foregoing indemnities in 
this paragraph shall survive the resignation or substitution of the Bank or the termination of this 
Agreement. 

Section 5.07 Interpleader. 

The Issuer and the Bank agree that the Bank may seek adjudication of any adverse claim, 
demands or controversy over its persons as well as funds on deposit, in either a Federal or State 
District Court located in the State of Texas and County or Counties where either the Bank (Texas 
offices only) or the Issuer is located, waive personal service of any process, and agree that 
service of process by certified or registered mail, return receipt requested, to the address set forth 
in Section 6.03 of this Agreement shall constitute adequate service.  The Issuer and the Bank 
further agree that the Bank has the right to file a Bill of Interpleader in any court of competent 
jurisdiction in the State of Texas to determine the rights of any Person claiming interest herein. 

Section 5.08 Depository Trust Company. 

It is hereby represented and warranted that, in the event the Securities are otherwise 
qualified and accepted for “Depository Trust Company” services or equivalent depository trust 
services by other organizations, the Bank has the capability and, to the extent within its control, 
will comply with the “Operational Arrangements”, promulgated from time to time by The 
Depository Trust Company, which establishes requirements for securities to be eligible for the 
timeliness of payments and funds availability, transfer turnaround time, and notification of 
redemptions and calls. 

ARTICLE SIX 
CLOSING AGENT 

Section 6.01 Closing Agent. 

As the Paying Agent/Registrar for the Securities, the Bank also agrees to serve as the 
Closing Agent for the delivery of the Securities to the initial purchaser, the  Texas Water 
Development Board (TWDB), and in connection therewith, the Bank understands the Securities 
are to be delivered in installments to the TWDB using the book-entry only system provided by 
The Depository Trust Company. 

Section 6.02 Installment Deliveries. 

(a) The Issuer agrees to cause to be delivered to the Bank one (1) Initial Security (one 
Initial Security in the principal amount and numbered T-1 and registered to the TWDB) 
following the approval by the Attorney General of the State of Texas and the registration by the 
Comptroller of Public Accounts.  Additionally, the Issuer shall cause to be deposited with the 
Bank a sufficient inventory of definitive Securities to be completed and delivered by the Bank to 
The Depository Trust Company in exchange for the Initial Security when and as payment for the 
Securities occurs by the TWDB. 
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(b) The Securities shall be delivered, in whole or in part, in numerical order, 
beginning with Security No. R-1, upon payment by the TWDB of the principal amount of the 
Securities to be delivered (less any administrative fee of the TWDB), as specified by the TWDB.  
Such initial installment delivery of Securities shall be accomplished by the delivery to The 
Depository Trust Company of New York (DTC), for the account of the TWDB, of a definitive 
Security or Securities in the appropriate principal amount or amounts, registered in the name of 
Cede & Co., as nominee of DTC.  With each installment delivery, the Bank shall complete the 
“Registration Certificate of the Paying Agent/Registrar” on each definitive Security delivered to 
DTC by noting thereon the date of its registration and delivery and having an authorized officer 
execute such Security on behalf of the Bank.  Simultaneously with the issuance of definitive 
Securities to the DTC, the Bank shall cancel Initial Securities of like maturities and principal 
amounts. 

(c) To the extent there is an installment delivery of Securities representing a partial 
amount of the principal amount due and payable on the Securities in a year, the Bank shall cause 
multiple definitive Securities to be exchanged for such Initial Security with one such definitive 
Security to be issued and completed as provided in paragraph (b) above and the other such 
definitive Securities representing the undelivered principal balance of such Initial Security shall 
be  held in safe keeping pending its delivery to DTC for  the account of the TWDB. 

(d) With each installment delivery of Securities to the DTC for the account of the 
TWDB, the Bank as Closing Agent shall complete (i) a Receipt for such delivery, duly executed 
and dated, identifying the amount paid and the principal amount of definitive securities delivered 
to DTC, and (ii) a No Litigation Certificate, in substantially the forms attached hereto as Exhibits 
A and B, respectively, and forward one copy of such Receipt and No Litigation Certificate to the 
TWDB, and, if applicable, to the insurance company providing insurance on the Securities and  
three copies of each document to Norton Rose Fulbright US LLP, 300 Convent, Suite 2100, San 
Antonio, Texas 78205,  Attention: W. Jeffrey Kuhn. 

(e) The Issuer agrees to notify the Bank and the TWDB of any litigation pending or 
threatened restraining or enjoining the issuance and delivery of the Securities or in any manner 
questioning the proceedings or authority for the issuance of the Securities .  Upon such notice, 
the Bank will cease to deliver any Securities unless advised by both the Issuer and the TWDB 
that deliveries of the Securities  may be reinstated. 

(f) The Bank shall cause the proceeds of sale received from each installment delivery 
of the Securities to be immediately transmitted to the Issuer for deposit to the credit of the 
Issuer’s Construction Fund, established in the Ordinance authorizing the issuance of the 
Securities in accordance with instructions received by Issuer. 

(g) The Bank shall not be liable for any act done or step taken or omitted by it or any 
mistake of fact or law, except for its negligence or default or failure in the performance of any 
obligation imposed upon it hereunder as the Closing Agent.  The Bank shall not responsible in 
any manner for any proceedings in connection with the Securities or recital contained therein. 
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ARTICLE SEVEN 
MISCELLANEOUS PROVISIONS 

Section 7.01 Amendment. 

This Agreement may be amended only by an agreement in writing signed by both of the 
parties hereof. 

Section 7.02 Assignment. 

This Agreement may not be assigned by either party without the prior written consent of 
the other. 

Section 7.03 Notices. 

Any request, demand, authorization, direction, notice, consent, waiver or other document 
provided or permitted hereby to be given or furnished to the Issuer or the Bank shall be mailed or 
delivered to the Issuer or the Bank, respectively, at the addresses shown on the signature page of 
this Agreement. 

Section 7.04 Effect of Headings. 

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

Section 7.05 Successors and Assigns; Merger, Conversion, Consolidation or 
Succession. 

All covenants and agreements herein by the Issuer shall bind its successors and assigns, 
whether so expressed or not. 

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

Section 7.06 Severability. 

In case any provision herein, or application thereof, shall be invalid, illegal, or 
unenforceable, the validity, legality, and enforceability of the remaining provisions or 
applications shall not in any way be affected or impaired thereby. 
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Section 7.07 Benefits of Agreement. 

Nothing herein, express or implied, shall give to any Person, other than the parties hereto 
and their successors hereunder, any benefit or any legal or equitable right, remedy, or claim 
hereunder. 

Section 7.08 Entire Agreement. 

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

Section 7.09 Counterparts. 

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

Section 7.10 Termination. 

This Agreement will terminate on the date of final payment by the Bank issuing its 
checks for the final payment of principal of, and premium, if any, and interest on the Securities. 

This Agreement may be earlier terminated upon 60 days written notice by either party; 
provided, however, that this Agreement may not be terminated (i) by the Bank until a successor 
Paying Agent/Registrar that is a national or state banking institution and a corporation or 
association organized and existing under the laws of the United States of America or of any state 
which possesses trust powers and is subject to supervision or examination by a federal or state 
regulatory agency has been appointed by the Issuer and has accepted such appointment, or (ii) at 
any time during which such termination might, in the judgment of the Issuer, disrupt, delay, or 
otherwise adversely affect the payment of the principal, premium, if any, or interest on the 
Securities.  Prior to terminating this Agreement, the Issuer may reasonably require the Bank to 
show that such termination will not occur during a period described in (ii) above. 

The resigning Paying Agent/Registrar may petition any court of competent jurisdiction 
for the appointment of a successor Paying Agent/Registrar if an instrument of acceptance by a 
successor Paying Agent/Registrar has not been delivered to the resigning Paying Agent/Registrar 
within sixty (60) days after the giving of such notice of resignation. 

Upon an early termination of this Agreement, the Bank agrees to promptly transfer and 
deliver the Security Register (or a copy thereof), together with other pertinent books and records 
relating to the Securities, to the successor Paying Agent/Registrar designated and appointed by 
the Issuer. 

The provisions of Section 1.02 and of Article Five shall survive and remain in full force 
and effect following the termination of this Agreement. 
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Section 7.11 Governing Law. 

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

[The remainder of this page intentionally left blank.] 
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the day 
and year first above written. 

SCHERTZ/SEGUIN LOCAL GOVERNMENT 
CORPORATION  
 
 
 
By:___________________________________ 
 Chairman, Board of Directors 
Address: 108 West Mountain Street 
 Seguin, Texas  78155 

[SEAL] 
 
Attest: 
 
 
_________________________________ 
Secretary, Board of Directors 
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BOKF, NA, as Paying Agent/Registrar 
 
 
 
By: _______________________________________ 
Title: _____________________________________ 
Address: 100 Congress, Suite 250 
 Austin, Texas 78701 

[SEAL] 
 
 
 
Attest: 
 
 
 
____________________________________ 
Title: _______________________________ 
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Annex A 

Fee Schedule 
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GENERAL CERTIFICATE OF THE CITY OF SCHERTZ, TEXAS 

THE STATE OF TEXAS 
 
COUNTIES OF BEXAR, COMAL, AND 
GUADALUPE 
 
CITY OF SCHERTZ 

§
§
§
§
§ 
§ 

 

 
THE UNDERSIGNED MAYOR AND CITY MANAGER HEREBY CERTIFY that: 

1. The City of Schertz, Texas (the City) is a duly incorporated home rule city, having 
more than 5,000 inhabitants, operating and existing under the laws of the State of Texas and the 
City’s duly adopted home rule charter. 

2. The outstanding indebtedness payable from the net revenues of the City’s 
combined utility system (the Utility System) and the debt service requirements in connection 
therewith are shown on Exhibit A.  The City is not in default as to any covenant, condition or 
obligation contained in the ordinances authorizing the issuance of the outstanding bonds of the 
City shown on Exhibit A; and there is on hand in the special funds created for the payment and 
security of the aforesaid obligations the amounts now required to be on deposit therein. 

3. The rates now being charged by the City for utility services provided by the 
Utility System are as shown on Exhibit B. 

4. The duly qualified and acting officials of the City are as follows: 

Michael Carpenter Mayor 
John Kessel City Manager 

 
5. A schedule of the gross receipts, operating expenses and net revenues of the 

City’s Utility System for the last five fiscal years is shown on Exhibit C. 

6. The average annual debt service requirement for the City’s obligations with 
respect to the Bonds (as defined in the Contract) is shown on Exhibit D.  The City has 
covenanted in the Contract to establish, assess, and collect rates sufficient to make the Annual 
Payments (as defined in the Contract), including an amount sufficient to pay the bond principal 
and interest payments on the Bonds. 

7. The Regional Water Supply Contract, dated as of November 15, 1999 (the 
Contract) between the Schertz/Seguin Local Government Corporation, the City of Seguin, Texas 
and the City has been duly authorized and is in compliance with any applicable statutory 
requirements.  The Contract, as submitted to the Attorney General of Texas, is still in full force 
and effect and has not been amended or rescinded.  No litigation is pending or threatened 
concerning the title or authority of the officers or concerning the Contract. 

8. Appearing below are the true and correct signatures of the persons holding the 
offices of Mayor and City Manager.  By his signature hereon, the Mayor certifies that the 
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signature of the City Manager appearing hereon is her genuine signature and by her signature 
hereon, the City Manager certifies that the signature of the Mayor appearing hereon is his 
genuine signature. 

9. Capitalized terms not defined in this certificate shall have the meanings ascribed 
to them in the Resolution passed and adopted by the Schertz/Seguin Local Government 
Corporation on the _________ day of _______________, 2016 (the Resolution). 

10. As Authorized Representatives (authorized to act in the City Manager’s absence) 
pursuant to the terms of the Contract, the Resolution and the Sale and Offering Documents (as 
defined in the Contract) comply with the Contract. 

11. This certificate is made for the benefit of the persons involved in this transaction 
and the Attorney General of The State of Texas in connection with his examination into and the 
approval of the Bonds. 

12. Prior to the execution of certain contracts related to the issuance of the Bonds, the 
District received a completed disclosure of interested parties form and certification of filing 
(collectively a “Form 1295”) from the business entity contracting with the District pursuant to 
the requirements of Texas Government Code Section 2252.908 and rules promulgated thereunder 
by the Texas Ethics Commission (the “TEC”).  Not later than the 30th day after the date the 
contract for which a Form 1295 was filed binds all parties to such contract, the District has or 
will notify the TEC, in an electronic format prescribed by the TEC, of the receipt of such Form 
1295. 

Authorization of Attorney General to Date Certificate 

13. This Certificate is submitted pursuant to 1 TAC §53.231.  Upon the approval of 
the Bonds and the Contract by the Attorney General of the State of Texas, he is authorized to 
date this Certificate as of the date of such approval.  If any litigation should develop, or if any 
other event should occur which should make this Certificate inaccurate before the Attorney 
General’s approval of the Bonds and the Contract , we will notify the Attorney General at once 
by both telephone and facsimile transmission.  With this assurance, the Attorney General is 
entitled to rely on the accuracy of this Certificate at the time of approval of the Bonds and the 
Contract unless we advise him otherwise. 

 
 
 
 

[The remainder of this page intentionally left blank.] 
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WITNESS OUR HANDS AND THE SEAL OF THE CITY OF SCHERTZ, TEXAS, this 
______________________________________. 

CITY OF SCHERTZ, TEXAS 
 
 
        
Mayor 
 
 
 
        
City Manager 

(CITY SEAL) 
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EXHIBIT A 

CURRENTLY OUTSTANDING INDEBTEDNESS 
PAYABLE FROM UTILITY SYSTEM REVENUES 

Description Amount 

NONE  

 

However, the City has covenanted in the Contract to establish, assess, and collect rates sufficient 
to make the Annual Payments (as defined in the Contract), including an amount  sufficient to pay 
the principal and interest payments on the Bonds and the Previously Issued Bonds designated as 
(i) Schertz/Seguin Local Government Corporation Contract Revenue Bonds, Series 2001”, dated 
February 1, 2001, issued in the aggregate original principal amount of $41,040,000, (ii) 
Schertz/Seguin Local Government Corporation Contract Revenue Refunding Bonds, Series 
2005”, dated May 1, 2005, issued in the aggregate original principal amount of $8,500,000, (iii) 
Schertz/Seguin Local Government Corporation Contract Revenue Refunding Bonds, Series 
2007”, dated November 15, 2006, issued in the aggregate original principal amount of 
$38,425,000, and (iv) $22,140,000 Schertz/Seguin Local Government Corporation Contract 
Revenue Refunding Bonds, Series 2010”, dated June 1, 2010. 
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EXHIBIT A (CONTINUED) 

COMBINED DEBT SERVICE SCHEDULE 
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EXHIBIT B 

UTILITY RATES 
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EXHIBIT C 

OPERATING SCHEDULE 
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EXHIBIT D 

AVERAGE ANNUAL DEBT SERVICE REQUIREMENTS 
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RESOLUTION NO.              

APPROVING A BOND RESOLUTION ADOPTED BY THE BOARD OF 
DIRECTORS OF THE SCHERTZ/SEGUIN LOCAL GOVERNMENT 
CORPORATION AUTHORIZING THE ISSUANCE OF OBLIGATIONS 
DESIGNATED AS “SCHERTZ/SEGUIN LOCAL GOVERNMENT 
CORPORATION CONTRACT REVENUE BONDS, SERIES 2016 (TEXAS 
WATER DEVELOPMENT BOARD SWIRFT PROJECT FINANCING)”; 
PROVIDING FOR THE PAYMENT OF THE PRINCIPAL OF AND 
INTEREST ON THESE OBLIGATIONS AS PROVIDED HEREIN, ON 
PARITY WITH CERTAIN CURRENTLY OUTSTANDING 
OBLIGATIONS; PROVIDING THE TERMS AND CONDITIONS OF 
SUCH OBLIGATIONS; AND RESOLVING OTHER MATTERS 
INCIDENT AND RELATING TO THE ISSUANCE, PAYMENT, 
SECURITY, SALE, AND DELIVERY OF SUCH OBLIGATIONS, 
INCLUDING THE APPROVAL OF AN APPLICATION TO THE TEXAS 
WATER DEVELOPMENT BOARD AND A PRIVATE PLACEMENT 
MEMORANDUM PERTAINING TO THE OBLIGATIONS; 
AUTHORIZING THE EXECUTION OF A PAYING AGENT/REGISTRAR 
AGREEMENT AND AN ESCROW AGREEMENT; COMPLYING WITH 
THE REQUIREMENTS OF THE DEPOSITORY TRUST COMPANY’S 
LETTER OF REPRESENTATIONS; COMPLYING WITH THE 
REGULATIONS PROMULGATED BY THE TEXAS WATER 
DEVELOPMENT BOARD; RATIFYING, RECONFIRMING, AND 
READOPTING THE PROVISIONS OF A REGIONAL WATER SUPPLY 
CONTRACT EXECUTED BETWEEN THE CITY OF SCHERTZ, TEXAS, 
THE CITY OF SEGUIN, TEXAS, AND THE SCHERTZ/SEGUIN LOCAL 
GOVERNMENT CORPORATION; AUTHORIZING THE MAYOR, CITY 
SECRETARY, AND THE CITY MANAGER OF THE CITY OF SCHERTZ, 
TEXAS TO EXECUTE ON BEHALF OF THE CITY OF SCHERTZ, 
TEXAS ALL DOCUMENTS IN CONNECTION WITH THIS 
TRANSACTION; AND OTHER MATTERS IN CONNECTION 
THEREWITH; AND PROVIDING AN EFFECTIVE DATE 

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF 
SCHERTZ, TEXAS THAT: 

The City Council of the City of Schertz, Texas (the “City”) has reviewed and hereby 
approves (i) the Bond Resolution as to form and content, including the factual findings contained 
therein and all documents referenced therein, adopted by the Board of Directors of the 
Schertz/Seguin Local Government Corporation relating to the issuance of obligations designated 
as “Schertz/Seguin Local Government Corporation Contract Revenue Bonds, Series 2016 (Texas 
Water Development Board SWIRFT Project Financing)” (the “Bonds”), (ii) the Bonds that were 
sold to the Texas Water Development Board, Austin, Texas, (iii) the Regional Water Supply 
Contract, including the factual findings contained therein, previously approved and executed 
among the City of Schertz, Texas, the City of Seguin, Texas (collectively, the “Cities”), and the 
Schertz/Seguin Local Government Corporation (the “Contract”) which provides certain security 
for the payment of these obligations, (iv) the Sale and Offering Documents (as defined in the 
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Contract), including, but not limited to, the City’s annual continuing disclosure requirements in 
accordance with the Rule (as defined in the Contract), and (v) the City’s obligations under the 
Contract and acknowledges that the payment of principal of and interest on such Bonds is 
payable, in whole or in part, from the Bond Payment portion of the Annual Payments to be made 
by the Cities to the Corporation under and pursuant to the Contract.  The Mayor and the City 
Manager of the City of Schertz, Texas are hereby authorized to execute on behalf of the City and 
any and all documents in connection with this transaction.  This resolution may be relied upon by 
the appropriate representatives of the parties to this transaction and the Texas Attorney General in 
his review and approval of this transaction. 
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APPROVED THIS THE ___________ DAY OF _______________, 2016. 

ATTEST: 
 
 
              
City Secretary Mayor 
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RESOLUTION 

APPROVING A BOND RESOLUTION ADOPTED BY THE BOARD OF 
DIRECTORS OF THE SCHERTZ/SEGUIN LOCAL GOVERNMENT 
CORPORATION AUTHORIZING THE ISSUANCE OF OBLIGATIONS 
DESIGNATED AS “SCHERTZ/SEGUIN LOCAL GOVERNMENT 
CORPORATION CONTRACT REVENUE BONDS, SERIES 2016 (TEXAS 
WATER DEVELOPMENT BOARD SWIRFT PROJECT FINANCING)”; 
PROVIDING FOR THE PAYMENT OF THE PRINCIPAL OF AND 
INTEREST ON THESE OBLIGATIONS AS PROVIDED HEREIN, ON 
PARITY WITH CERTAIN CURRENTLY OUTSTANDING 
OBLIGATIONS; PROVIDING THE TERMS AND CONDITIONS OF 
SUCH OBLIGATIONS; AND RESOLVING OTHER MATTERS 
INCIDENT AND RELATING TO THE ISSUANCE, PAYMENT, 
SECURITY, SALE, AND DELIVERY OF SUCH OBLIGATIONS, 
INCLUDING THE APPROVAL OF AN APPLICATION TO THE TEXAS 
WATER DEVELOPMENT BOARD AND A PRIVATE PLACEMENT 
MEMORANDUM PERTAINING TO THE OBLIGATIONS; 
AUTHORIZING THE EXECUTION OF A PAYING AGENT/REGISTRAR 
AGREEMENT AND AN ESCROW AGREEMENT; COMPLYING WITH 
THE REQUIREMENTS OF THE DEPOSITORY TRUST COMPANY’S 
LETTER OF REPRESENTATIONS; COMPLYING WITH THE 
REGULATIONS PROMULGATED BY THE TEXAS WATER 
DEVELOPMENT BOARD; RATIFYING, RECONFIRMING, AND 
READOPTING THE PROVISIONS OF A REGIONAL WATER SUPPLY 
CONTRACT EXECUTED BETWEEN THE CITY OF SCHERTZ, TEXAS, 
THE CITY OF SEGUIN, TEXAS, AND THE SCHERTZ/SEGUIN LOCAL 
GOVERNMENT CORPORATION; AUTHORIZING THE MAYOR, CITY 
SECRETARY, AND THE CITY MANAGER OF THE CITY OF SEGUIN, 
TEXAS TO EXECUTE ON BEHALF OF THE CITY OF SEGUIN, TEXAS 
ALL DOCUMENTS IN CONNECTION WITH THIS TRANSACTION; 
AND OTHER MATTERS IN CONNECTION THEREWITH; AND 
PROVIDING AN EFFECTIVE DATE 

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF 
SEGUIN, TEXAS THAT: 

The City Council of the City of Seguin, Texas has reviewed and hereby approves (i) the 
Bond Resolution as to form and content, including the factual findings contained therein and all 
documents referenced therein, adopted by the Board of Directors of the Schertz/Seguin Local 
Government Corporation relating to the issuance of obligations designated as “Schertz/Seguin 
Local Government Corporation Contract Revenue Bonds, Series 2016 (Texas Water Development 
Board SWIRFT Project Financing)” (the “Bonds”), (ii) the Bonds that were sold to the Texas 
Water Development Board, Austin, Texas, (iii) the Regional Water Supply Contract, including 
the factual findings contained therein, previously approved and executed among the City of 
Schertz, Texas, the City of Seguin, Texas (collectively, the “Cities”), and the Schertz/Seguin 
Local Government Corporation (the “Contract”) which provides certain security for the payment 
of these obligations, (iv) the Sale and Offering Documents (as defined in the Contract), including, 
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but not limited to, the City’s annual continuing disclosure requirements in accordance with the 
Rule (as defined in the Contract), and (v) the City’s obligations under the Contract and 
acknowledges that the payment of principal of and interest on such Bonds is payable, in whole or 
in part, from the Bond Payment portion of the Annual Payments to be made by the Cities to the 
Corporation under and pursuant to the Contract.  The Mayor, City Secretary, and the City 
Manager of the City of Seguin, Texas are hereby authorized to execute on behalf of the City and 
any and all documents in connection with this transaction.  This resolution may be relied upon by 
the appropriate representatives of the parties to this transaction and the Texas Attorney General in 
his review and approval of this transaction. 
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APPROVED THIS THE __________ DAY OF _______________, 2016. 

ATTEST: 
 
 
              
City Secretary Mayor 
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SIGNATURE AND NO-LITIGATION CERTIFICATE 

THE STATE OF TEXAS 
 
SCHERTZ/SEGUIN LOCAL 
GOVERNMENT CORPORATION 

§
§
§
§ 

 

THE UNDERSIGNED HEREBY CERTIFY that: 

1. This certificate is executed and delivered with reference to the 
“SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION CONTRACT REVENUE 
BONDS, SERIES 2016 (TEXAS WATER DEVELOPMENT BOARD SWIRFT PROJECT 
FINANCING)”, dated August 1, 2016 (the Bond Date), in the aggregate original principal 
amount of $36,000,000 (the Bonds). 

2. The Bonds have been duly and officially executed by the undersigned Chairman 
and Secretary of the Board of Directors of the Schertz/Seguin Local Government Corporation 
(the Corporation) with their manual or facsimile signatures in the manner appearing hereon, and 
the undersigned Chairman and Secretary of the Board hereby adopt and ratify their respective 
signatures in the manner appearing on each of the Bonds in manual or facsimile form, as the case 
may be, as their true, genuine, and official signatures. 

3. On the Bond Date and on the date hereof, the undersigned were and are the duly 
chosen, qualified, and acting officers indicated therein and were and are authorized to execute 
the same. 

4. The legally adopted, proper, and official corporate seal of the Corporation is 
impressed, imprinted, or lithographed on all of the Bonds and is impressed on this certificate. 

5. No litigation of any nature is now pending before any federal or state court, or 
administrative body, or to our knowledge threatened, to which the Corporation is a party that 
seeks to restrain or enjoin the issuance or delivery of the Bonds or questioning the issuance or 
sale of the Bonds, or the authority or action of the governing body of the Corporation relating to 
the issuance or sale of the Bonds, the execution and performance of the Regional Water Supply 
Contract, the collection of certain of the revenues derived from the operation of the 
Corporation’s utility system (the System), or the imposition of rates and charges with regard to 
the System, pledged to pay the principal of and interest on the Bonds, or that would otherwise 
adversely affect in a material manner the financial condition of the Corporation to pay the 
principal of and interest on the Bonds; and neither the corporate existence or boundaries of the 
Corporation nor the right to hold office of any member of the governing body of the Corporation 
or any other elected or appointed official of the Corporation is being contested or otherwise 
questioned. 

6. No authority or proceeding for the issuance, sale, or delivery of the Bonds, passed 
and adopted by the governing body of the Corporation, has been amended, repealed, revoked, 
rescinded, or otherwise modified since the date of passage thereof, and all such proceedings and 
authority relating to the issuance and sale of the Bonds remain in full force and effect as of the 
date of this certificate. 

 



27220051.2  2 

 

Authorization of Attorney General to Date Certificate 

7. This certificate is submitted pursuant to Title 1, Chapter 53, Texas Administrative 
Code.  Upon the approval of the Bonds by the Attorney General of the State of Texas, he is 
authorized to date this certificate as of the date of such approval.  If any litigation should 
develop, or if any other event should occur which should make this certificate inaccurate before 
the Attorney General’s approval of the Bonds, we will notify the Attorney General at once by 
both telephone and facsimile transmission.  With this assurance, the Attorney General is entitled 
to rely on the accuracy of this certificate at the time of approval of the Bonds unless we advise 
him otherwise. 

[The remainder of this page intentionally left blank.] 
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EXECUTED AND DELIVERED this ________________________________________ . 

SIGNATURE 
 

 OFFICIAL TITLE 
 

  Chairman, Board of Directors 
Schertz/Seguin Local Government Corporation 

   
Secretary, Board of Directors 
Schertz/Seguin Local Government Corporation 

 

(SEAL OF CORPORATION) 

 

 Before me, on this day personally appeared the foregoing individuals, known to me to be 
the persons whose names are subscribed to the foregoing instrument and who executed this 
document in my presence. 

Given under my hand and seal of office this ______ day of ________________, 2016. 

 
 
 
 

__________________________________________ 
Notary Public, State of Texas 

(NOTARY SEAL) 
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SAWS Well Field
No. of Wells = 9
Rated Capacity = 1,200 gpm/well
Firm Capacity = 13.8 mgd
Average Flow = 10.4 mgd (11,688 afy)

Bebe Well

Peak Flow = 1.2 mgd
Average Flow = 0.9 mgd

SSLGC WTP and Pump Station
WTP Capacity = 34.6
GST Overflow El. = 500 ft.
No. of Pumps = 7
Rated Capacity = 3950 gpm/ea
Rated Head = 358 ft.
Firm Capacity  = 32.4 mgd

SAWS Supply Pipeline

Length = 40,500 ft.
Max Pressure Class = 150 psi
Average Flow = 11.3 mgd
Average Velocity = 3.6 fps
Peak Flow = 13.82 mgd
Peak Velocity = 4.4 fps

SSLGC Pipeline (WTP to Seguin Turnout)
Diameter = 42 in.
Length = 102,000 ft
Max Pressure Class = 200 psi
Peak Flow = 32.4 mgd
Peak Velocity = 5.2 fps

SSLGC (Turnout to Schertz Booster)
Diameter = 36 in.
Length = 19,600 ft
Max Pressure Class = 150 psi
Peak Flow = 28.7 mgd
Peak Velocity = 6.3 fps

SSLGC Booster Station
GST Overflow El. = 655 ft.
No. of Pumps = 7
Rated Capacity = 25.1 mgd
Rated Head = 390 ft.
Firm Capacity = 25.1 mgd

to Schertz Tank)
Diameter = 36 in.
Length = 97,600 ft
Max Pressure Class = 250 psi
Peak Flow = 25.1 mgd
Peak Velocity = 5.5 fps

SAWS WATER Delivery Pump Station
GST Overflow El. = 735 ft.
GST Height = 40 ft.
GST Volume = 2 mg
No. of Pumps = 4
Rated Capacity = 5210 gpm/pump
Firm Capacity = 22.3 mgd

SAWS Water Delivery Pipeline
Diameter = 36 in.
Length = 59,500 ft
Max Pressure Class = 150 psi

Peak Flow = 22.3 mgd
Peak Velocity = 4.9 fps

Average Flow = 17.1 mgd
Average Velocity = 3.8 fps

SSLGC Pipeline (Schertz Booster
SCHERTZ-SEGUIN

SCHERTZ-SEGUIN

SSLGC FACILITIES
SAWS FACILITIES
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$22,830,000 $43,670,000

Fiscal Existing Board Participation Low Interest Loan Total New Net Operating Costs Required City of Schertz City of Seguin
Year Debt Service Net Debt Service 30 yr. Debt Service Debt Service Plant O&M (Fixed) Plant O&M (Vairabale) Administrative Costs Revenues 50.00% 50.00%
2017 $5,007,338 $0.00 $1,029,764.63 $6,037,102.13 $6,363,644.00 $2,863,860.00 $961,504.00 $16,226,110.13 $8,113,055.07 $8,113,055.07
2018 $5,019,275 $0.00 $1,373,019.50 $6,392,294.50 $6,554,553.32 $2,949,775.80 $990,349.12 $16,886,972.74 $8,443,486.37 $8,443,486.37
2019 $5,008,513 $106,905 $2,453,019.50 $7,568,437.00 $6,751,189.92 $3,038,269.07 $1,020,059.59 $18,377,955.59 $9,188,977.79 $9,188,977.79
2020 $5,018,438 $213,810 $2,451,787.50 $7,684,035.00 $6,953,725.62 $3,129,417.15 $1,050,661.38 $18,817,839.14 $9,408,919.57 $9,408,919.57
2021 $4,998,588 $267,263 $2,451,854.50 $7,717,705.00 $7,162,337.39 $3,223,299.66 $1,082,181.22 $19,185,523.27 $9,592,761.63 $9,592,761.63
2022 $5,011,088 $374,168 $2,454,174.50 $7,839,430.00 $7,377,207.51 $3,319,998.65 $1,114,646.66 $19,651,282.82 $9,825,641.41 $9,825,641.41
2023 $5,013,963 $454,346 $2,453,587.00 $7,921,895.50 $7,598,523.73 $3,419,598.61 $1,148,086.06 $20,088,103.90 $10,044,051.95 $10,044,051.95
2024 $5,007,763 $614,704 $2,450,458.00 $8,072,924.50 $7,826,479.44 $3,522,186.57 $1,182,528.64 $20,604,119.15 $10,302,059.58 $10,302,059.58
2025 $5,013,350 $812,478 $2,450,294.00 $8,276,122.00 $8,061,273.83 $3,627,852.17 $1,218,004.50 $21,183,252.49 $10,591,626.25 $10,591,626.25
2026 $5,135,809 $988,871 $2,453,281.00 $8,577,961.38 $8,303,112.04 $3,736,687.73 $1,254,544.64 $21,872,305.79 $10,936,152.89 $10,936,152.89
2027 $5,124,238 $1,069,050 $2,453,635.00 $8,646,922.51 $8,552,205.40 $3,848,788.36 $1,292,180.97 $22,340,097.25 $11,170,048.63 $11,170,048.63
2028 $5,131,338 $1,539,814 $2,451,885.00 $9,123,036.51 $8,808,771.57 $3,964,252.01 $1,330,946.40 $23,227,006.49 $11,613,503.25 $11,613,503.25
2029 $5,131,931 $2,010,578 $2,454,106.00 $9,596,615.26 $9,073,034.71 $4,083,179.57 $1,370,874.80 $24,123,704.34 $12,061,852.17 $12,061,852.17
2030 $5,125,019 $2,010,578 $2,450,151.00 $9,585,747.76 $9,345,225.75 $4,205,674.96 $1,412,001.04 $24,548,649.51 $12,274,324.76 $12,274,324.76
2031 $5,133,136 $2,010,578 $2,450,167.00 $9,593,881.26 $9,625,582.53 $4,331,845.21 $1,454,361.07 $25,005,670.07 $12,502,835.03 $12,502,835.03
2032 $5,141,296 $2,010,578 $2,454,007.00 $9,605,881.26 $9,914,350.00 $4,461,800.57 $1,497,991.90 $25,480,023.73 $12,740,011.87 $12,740,011.87
2033 $5,140,375 $2,010,578 $2,450,310.50 $9,601,263.51 $10,211,780.50 $4,595,654.58 $1,542,931.66 $25,951,630.26 $12,975,815.13 $12,975,815.13
2034 $5,143,152 $2,010,578 $2,450,097.50 $9,603,827.38 $10,518,133.92 $4,733,524.22 $1,589,219.61 $26,444,705.13 $13,222,352.56 $13,222,352.56
2035 $5,140,028 $1,539,814 $2,453,199.50 $9,133,041.00 $10,833,677.94 $4,875,529.95 $1,636,896.20 $26,479,145.08 $13,239,572.54 $13,239,572.54
2036 $5,126,638 $2,059,050 $2,454,448.00 $9,640,135.50 $11,158,688.27 $5,021,795.85 $1,686,003.08 $27,506,622.70 $13,753,311.35 $13,753,311.35
2037 $5,133,606 $2,061,480 $2,453,728.00 $9,648,814.25 $11,493,448.92 $5,172,449.72 $1,736,583.18 $28,051,296.07 $14,025,648.03 $14,025,648.03
2038 $5,137,881 $2,062,835 $2,450,800.00 $9,651,516.25 $11,838,252.39 $5,327,623.21 $1,788,680.67 $28,606,072.52 $14,303,036.26 $14,303,036.26
2039 $5,134,344 $2,061,840 $2,450,664.00 $9,646,847.75 $12,193,399.96 $5,487,451.91 $1,842,341.09 $29,170,040.71 $14,585,020.36 $14,585,020.36
2040 $5,132,756 $2,063,495 $2,453,136.00 $9,649,387.25 $12,559,201.96 $5,652,075.47 $1,897,611.32 $29,758,276.00 $14,879,138.00 $14,879,138.00
2041 $5,132,700 $2,062,565 $2,453,032.00 $9,648,297.00 $12,935,978.02 $5,821,637.73 $1,954,539.66 $30,360,452.41 $15,180,226.21 $15,180,226.21
2042 $425,300 $2,059,050 $2,450,352.00 $4,934,702.00 $13,324,057.36 $5,996,286.86 $2,013,175.85 $26,268,222.08 $13,134,111.04 $13,134,111.04
2043 $424,600 $2,062,950 $2,455,096.00 $4,942,646.00 $13,723,779.08 $6,176,175.47 $2,073,571.13 $26,916,171.68 $13,458,085.84 $13,458,085.84
2044 $423,300 $2,058,795 $2,451,896.00 $4,933,991.00 $14,135,492.45 $6,361,460.73 $2,135,778.26 $27,566,722.45 $13,783,361.22 $13,783,361.22
2045 $2,061,820 $2,450,936.00 $4,512,756.00 $14,559,557.23 $6,552,304.55 $2,199,851.61 $27,824,469.39 $13,912,234.70 $13,912,234.70
2046 $2,061,555 $2,452,032.00 $4,513,587.00 $14,996,343.94 $6,748,873.69 $2,265,847.16 $28,524,651.79 $14,262,325.90 $14,262,325.90
2047 $2,063,000 $0.00 $2,063,000.00 $15,446,234.26 $6,951,339.90 $2,333,822.58 $26,794,396.74 $13,397,198.37 $13,397,198.37
2048 $2,060,920 $0.00 $2,060,920.00 $15,909,621.29 $7,159,880.10 $2,403,837.25 $27,534,258.64 $13,767,129.32 $13,767,129.32
2049 $2,060,315 $0.00 $2,060,315.00 $16,386,909.93 $7,374,676.50 $2,475,952.37 $28,297,853.80 $14,148,926.90 $14,148,926.90
2050 $2,060,950 $0.00 $2,060,950.00 $16,878,517.23 $7,595,916.80 $2,550,230.94 $29,085,614.96 $14,542,807.48 $14,542,807.48
2051 $2,062,590 $0.00 $2,062,590.00 $17,384,872.74 $7,823,794.30 $2,626,737.87 $29,897,994.91 $14,948,997.46 $14,948,997.46

Total $128,515,759 $53,027,901 $71,064,918.63 $252,608,578.46 $384,759,164.15 $173,154,937.62 $58,134,533.51

Schertz-Seguin Local Government Corporation 
30 Year SWIFT Funding, Series 2016

Participants

 



Date Principal Rate Interest TWDB Net Det Service Annual
8/1/2017 $801,788 -$801,788 $0

9/30/2017 $0
2/1/2018 $534,525 -$534,525 $0
8/1/2018 $534,525 -$534,525 $0

9/30/2018 $0
2/1/2019 $534,525 -$534,525 $0
8/1/2019 $534,525 -$427,620 $106,905

9/30/2019 $106,905
2/1/2020 $534,525 -$427,620 $106,905
8/1/2020 $534,525 -$427,620 $106,905

9/30/2020 $213,810
2/1/2021 $534,525 -$427,620 $106,905
8/1/2021 $534,525 -$374,168 $160,358

9/30/2021 $267,263
2/1/2022 $534,525 -$374,168 $160,358
8/1/2022 $534,525 -$320,715 $213,810

9/30/2022 $374,168
2/1/2023 $534,525 -$320,715 $213,810
8/1/2023 $534,525 -$293,989 $240,536

9/30/2023 $0 $454,346
2/1/2024 $534,525 -$293,989 $240,536
8/1/2024 $534,525 -$160,358 $374,168

9/30/2024 $614,704
2/1/2025 $534,525 -$176,393 $358,132
8/1/2025 $534,525 -$80,179 $454,346

9/30/2025 $812,478
2/1/2026 $534,525 -$80,179 $454,346
8/1/2026 $534,525 $0 $534,525

9/30/2026 $988,871
2/1/2027 $534,525 $0 $534,525
8/1/2027 $534,525 $0 $534,525

9/30/2027 $1,069,050
2/1/2028 $534,525 $0 $534,525
8/1/2028 $534,525 $470,764 $1,005,289

9/30/2028 $1,539,814
2/1/2029 $534,525 $470,764 $1,005,289
8/1/2029 $534,525 $470,764 $1,005,289

9/30/2029 $2,010,578
2/1/2030 $534,525 $470,764 $1,005,289
8/1/2030 $534,525 $470,764 $1,005,289

9/30/2030 $2,010,578
2/1/2031 $534,525 $470,764 $1,005,289
8/1/2031 $534,525 $470,764 $1,005,289

9/30/2031 $2,010,578
2/1/2032 $534,525 $470,764 $1,005,289
8/1/2032 $534,525 $470,764 $1,005,289

9/30/2032 $2,010,578
2/1/2033 $534,525 $470,764 $1,005,289
8/1/2033 $534,525 $470,764 $1,005,289

9/30/2033 $2,010,578
2/1/2034 $534,525 $470,764 $1,005,289
8/1/2034 $534,525 $470,764 $1,005,289

9/30/2034 $2,010,578
2/1/2035 $534,525 $470,764 $1,005,289
8/1/2035 $534,525 $534,525

9/30/2035 $1,539,814
2/1/2036 $534,525 $534,525
8/1/2036 $990,000 4.300% $534,525 $1,524,525

9/30/2036 $2,059,050
2/1/2037 $513,240 $513,240
8/1/2037 $1,035,000 4.700% $513,240 $1,548,240

9/30/2037 $2,061,480
2/1/2038 $488,918 $488,918
8/1/2038 $1,085,000 4.700% $488,918 $1,573,918

9/30/2038 $2,062,835
2/1/2039 $463,420 $463,420
8/1/2039 $1,135,000 4.700% $463,420 $1,598,420

9/30/2039 $2,061,840
2/1/2040 $436,748 $436,748
8/1/2040 $1,190,000 4.700% $436,748 $1,626,748

9/30/2040 $2,063,495
2/1/2041 $408,783 $408,783
8/1/2041 $1,245,000 4.700% $408,783 $1,653,783

9/30/2041 $2,062,565
2/1/2042 $379,525 $379,525
8/1/2042 $1,300,000 4.700% $379,525 $1,679,525

9/30/2042 $2,059,050
2/1/2043 $348,975 $348,975
8/1/2043 $1,365,000 4.700% $348,975 $1,713,975

9/30/2043 $2,062,950
2/1/2044 $316,898 $316,898
8/1/2044 $1,425,000 4.700% $316,898 $1,741,898

9/30/2044 $2,058,795
2/1/2045 $283,410 $283,410
8/1/2045 $1,495,000 4.700% $283,410 $1,778,410

9/30/2045 $2,061,820
2/1/2046 $248,278 $248,278
8/1/2046 $1,565,000 4.700% $248,278 $1,813,278

9/30/2046 $2,061,555
2/1/2047 $211,500 $211,500
8/1/2047 $1,640,000 4.700% $211,500 $1,851,500

9/30/2047 $2,063,000
2/1/2048 $172,960 $172,960
8/1/2048 $1,715,000 4.700% $172,960 $1,887,960

9/30/2048 $2,060,920
2/1/2049 $132,658 $132,658
8/1/2049 $1,795,000 4.700% $132,658 $1,927,658

9/30/2049 $2,060,315
2/1/2050 $90,475 $90,475
8/1/2050 $1,880,000 4.700% $90,475 $1,970,475

9/30/2050 $2,060,950
2/1/2051 $46,295 $46,295
8/1/2051 $1,970,000 4.700% $46,295 $2,016,295

9/30/2051 $2,062,590
Totals $22,830,000 $30,197,898 $0 $53,027,898 $53,027,898

SSLGC - BOARD PARTICIPATION LOAN SCHEDULE
REVISED 7-7-2016 



PRIVATE PLACEMENT MEMORANDUM DATED ______, 2016 

NEW ISSUE BOOK-ENTRY-ONLY 

On the date of initial delivery of the Obligations (defined below), Issuer Bond Counsel (defined on page i) will render its 
opinion substantially in the form attached in APPENDIX C - FORM OF OPINION OF BOND COUNSEL.   

$43,670,000 
Schertz/Seguin Local Government Corporation  

CONTRACT REVENUE BONDS,  
 NEW SERIES 2016 (Texas Water Development Board SWIRFT Project Financing) (the “Obligations”) 

 
Dated: _________, 2016 Due:  February 1st  

Interest Date: 

 

 

Record Date: 

 Interest on the Obligations will be payable on February 1 and August 1 each year, 
commencing August 1, 2017 (each an “Interest Payment Date”).  The Obligations 
will bear interest at the rates per annum set forth in “APPENDIX A - MATURITY 
SCHEDULE.”   

The close of business on the fifteenth day of the month immediately preceding the 
applicable Maturity Date. 
 

Redemption:  The Obligations are subject to redemption prior to maturity as provided herein.  See 
“THE OBLIGATIONS - Redemption Provisions” herein.   

Authorized 
Denominations: 

 The Obligations are being issued as fully registered bonds in denominations of 
$5,000, or any integral multiple thereof.  

Paying 
Agent/Registrar/Registrar: 

 The paying agent (“Paying Agent/Registrar”) for the Obligations is BOKF, NA, 
Austin, Texas. 

Book-Entry-Only System  Upon initial issuance, the ownership of the Obligations will be registered in the 
registration books of the Issuer kept by the Paying Agent/Registrar, in the name of 
Cede & Co., as nominee of The Depository Trust Company, New York, New York 
(“DTC”) to which principal, redemption premium, if any, and interest payments on 
the Obligations will be made.   The purchasers of the Obligations will not receive 
physical delivery of bond certificates.  Principal of, interest, and premium if any, on 
the Obligations will be payable at the designated office of the Paying Agent/Registrar 
in Austin, Texas as the same become due and payable.  

Issuer:  Schertz/Seguin Local Government Corporation (the “Corporation” or the “Issuer”).   

Official Action:  Resolution dated ______, 2016. 

Purpose:  See “APPENDIX B - OFFICIAL ACTION.” 

Security for the 
Obligations: 

 See APPENDIX B - OFFICIAL ACTION.”  

Ratings:    See “OTHER INFORMATION - Ratings” 

Delivery Date:  __________, 2016.  

   

See “APPENDIX A - MATURITY SCHEDULE” for Principal Amounts, Maturities, Interest Rates, 
Prices or Yields, and Initial CUSIP Numbers 
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Private Placement Memorandum 
relating to 

$43,670,000 

Schertz/Seguin Local Government Corporation 
CONTRACT REVENUE BONDS, 

 NEW SERIES 2016(Texas Water Development Board SWIRFT Project Financing) (the “Obligations”) 

INTRODUCTION 

This Private Placement Memorandum, including the cover page and appendices, contains brief descriptions 
of the Schertz/Seguin Local Government Corporation (the “Corporation” or the “Issuer”, provides certain 
information with respect to the issuance by the Issuer, and summaries of certain provisions of the “Obligations” 
pursuant to a resolution (the “Resolution”) adopted by the Board of Directors (the “Board”) of the Corporation on 
_____, 2016 (the “Official Action”).  Except as otherwise set forth herein, capitalized terms used but not defined in 
this Private Placement Memorandum have the meanings assigned to them in the Official Action.  See “APPENDIX 
B – “FORM OF OFFICIAL ACTION” attached hereto.  

APPENDIX A contains the maturity schedule for the Obligations. APPENDIX B contains the Official 
Action and a description of the purpose for the proceeds of the Obligations.  APPENDIX C contains a copy of the 
proposed opinion of Norton Rose Fulbright US LLP (“Bond Counsel”) with respect to the Obligations.  The 
summaries of the documents contained in the forepart of this Private Placement Memorandum are not complete or 
definitive, and every statement made in this Private Placement Memorandum concerning any provision of any 
document is qualified by reference to such document in its entirety. 

THE OBLIGATIONS 

General Description 

The Obligations are being issued in the aggregate principal amount set forth in APPENDIX A of this 
Private Placement Memorandum and will mature and be subject to redemption prior to maturity as described therein.  
The Obligations are being issued as fully registered bonds in denominations of $5,000, or any integral multiple 
thereof.  The Obligations will be dated as of the stated date of issue and will mature on the dates referenced thereon, 
and will bear interest at the rates per annum set forth in “APPENDIX A - MATURITY SCHEDULE.” 

Interest on the Obligations is payable semiannually on February 1 and August 1, commencing August 1, 
2017 (each “Interest Payment Date”), and will be calculated on the basis of a 360-day year consisting of twelve 30-
day months. Principal of and the redemption price with respect to the Obligations will be payable to the Owners 
upon presentation and surrender at the principal office of the Paying Agent/Registrar. 

Purpose 

See “APPENDIX B - FORM OF OFFICIAL ACTION.” 
 
Authority for Issuance  

The Obligations are issued pursuant to the provisions of (i) the Constitution and general laws of the State of 
Texas, including particularly Chapter 431, Texas Transportation Code, as amended, the Texas Water Code, as 
amended, the Regional Water Supply Contract, dated as of November 15, 1999 (the “Contract”), Chapter 1201, 
Texas Government Code, as amended, resolutions adopted by the City Councils of the City of Schertz, Texas and 
the City of Seguin, Texas, respectively (each, a “City” and collectively, the “Cities”, and (ii) the Official Action.  

Security for the Obligations 

See “APPENDIX B - FORM OF OFFICIAL ACTION.”  
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Redemption Provisions 

On February 1, 2028, or on any date thereafter, the Obligations maturing on and after February 1, 2027 and 
in inverse order of the stated maturity, may be redeemed prior to their scheduled maturities, upon the written 
direction of the Issuer, with funds provided by the Issuer, at par plus accrued interest to the date fixed for 
redemption as a whole, or in part, and if less than all of a maturity is to be redeemed the Paying Agent/Registrar, 
which is BOKF, NA Austin, Texas, who will determine by lot the Obligations, or portions thereof within such 
maturity to be redeemed (provided that a portion of an Obligation may be redeemed only in Authorized 
Denominations). 

Notice of Redemption; Selection of Obligations to Be Redeemed 

See “APPENDIX B - FORM OF OFFICIAL ACTION.”  

The Paying Agent/Registrar, so long as a Book-Entry-Only System is used for the Obligations, will send 
any notice of redemption of the Obligations, notice of proposed amendment to the Resolution or other notices with 
respect to the Obligations only to DTC. Any failure by DTC to advise any DTC participant, or of any DTC 
participant or indirect participant to notify the beneficial owner, shall not affect the validity of the redemption of the 
Obligations called for redemption or any other action premised on any such notice. Redemption of portions of the 
Obligations by the Issuer will reduce the outstanding principal amount of such Obligations held by DTC. 

Book-Entry-Only System 

The information in this caption concerning The Depository Trust Company, New York, New York (“DTC”) 
and DTC’s book entry system has been obtained from DTC and neither the Issuer nor the cities make any 
representation or warranty nor takes any responsibility for the accuracy or completeness of such information. 

DTC will act as securities depository for the Obligations.  The Obligations 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 certificate will be issued for each maturity 
of the Obligations and deposited with DTC. See APPENDIX B - “FORM OF OFFICIAL ACTION.” 

DTC 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, corporate and municipal debt issues, 
and money market instrument (from over 100 countries) that DTC’s participants (the “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 Clearance 
Corporation, and Fixed Income Clearance 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”).  DTC has Standard & Poor’s highest rating: “AAA.”  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 and www.dtc.org. 
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TAX MATTERS 

Opinion 

Bond Counsel will deliver its opinion on the date of delivery of the Obligations substantially in the form as 
attached in “APPENDIX C - FORM OF OPINION OF BOND COUNSEL.”  

OTHER INFORMATION 

Forward Looking Statements 

The statements contained in this Private Placement Memorandum, including the cover page, appendices, 
and any other information or documents provided by the Issuer, that are not purely historical, are forward-looking 
statements, including statements regarding the Issuer’s expectations, hopes, intentions, or strategies regarding the 
future.  Holders and beneficial owners of the Obligations have placed reliance on forward-looking statements.  All 
forward looking statements included in this Private Placement Memorandum are based on information available to 
the Issuer on the date hereof.  It is important to note that the Issuer’s actual results could differ materially from those 
in such forward-looking statements.  

Ratings  

No application has been made to any ratings agency or municipal bond insurance company for 
qualification of the Obligations for ratings or municipal bond insurance, respectively. 

LITIGATION 

General 

On the date of delivery of the Obligations to the Texas Water Development Board, the Issuer will execute 
and deliver a certificate to the effect that, except as disclosed herein, no litigation of any nature has been filed or is 
pending, as of that date, to restrain or enjoin the issuance or delivery of the Obligations or which would affect the 
provisions made for their payment or security or in any manner questioning the validity of the Obligations.   

The Issuer 

The Corporation. The Corporation is frequently involved in administrative and regulatory proceedings related to 
applications for various permits and approvals required in connection with the development, construction and 
proposed operation of the planning, designing, and constructing utility system improvements (the “Project”).  Any 
delay caused by protested applications to, or adverse rulings of, administrative bodies or regulatory agencies from 
which the Corporation must obtain a required permit or approval could delay the development, construction and 
proposed operation of the Project.  Such delay could adversely affect the Project and could result in increased costs 
of development, financing, construction and/or operation of the Project. 

The Corporation is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; 
errors and omissions; injuries to employees; and natural disasters. The Corporation intends to address these risks 
with appropriate insurance coverage.   

Except as described herein, there is no litigation, proceeding, inquiry, or investigation pending by or before any 
court or other governmental authority or entity (or, to the best knowledge of the Corporation and the Cities, 
threatened) that adversely affects the obligation of the Corporation to deliver the Bonds, the security for, or the 
validity of, the Bonds or the financial condition of the Corporation or the Cities.  The Corporation holds permits 
from the Gonzales County Underground Water Conservation District (the “GCUWCD”) to produce water from its 
wells, which are subject to renewal. In considering an application for renewal of a permit, the Corporation may be 
subjected to the imposition of additional limitations, including limitations on the amount of water that may be 
transferred under a permit and conditions that may be difficult or expensive to satisfy.  The rules of the GCUWCD 
also provide that the GCUWCD may revise or revoke a well production permit at any time if the GCUWCD finds 
that the well is causing unreasonable effects on existing groundwater and surface water resources or existing permit 
holders.   



 

4 
LGL-007 10/01/13 

The City of Schertz.  Schertz is a defendant in various tort claims and lawsuits with respect to general liability, 
automobile liability, and various contractual matters.  In the opinion of Schertz’s management, the outcome of the 
pending litigation will not have a material adverse effect on Schertz’s, or Schertz’s utility systems, financial position 
or operations. 

The City of Seguin.  Seguin is a defendant in various tort claims and lawsuits with respect to general liability, 
automobile liability, and various contractual matters.  In the opinion of Seguin’s management, the outcome of the 
pending litigation will not have a material adverse effect on Seguin’s, or Seguin’s utility systems, financial position 
or operations. 

Environmental Regulations 

The Corporation and Cities are subject to the environmental regulations of the State and the United States in 
the operation of their utility systems.  These regulations are subject to change and the Corporation and the 
Cities may be required to expend substantial funds to meet the requirements of such regulatory authorities 

CONTINUING DISCLOSURE OF INFORMATION 

In the Official Action, the Issuer and the Cities have made the following agreement for the benefit of the 
holders and beneficial owners of the Obligations.  The Issuer and the Cities are required to observe the agreement 
for so long as they remain obligated to advance funds to pay the Obligations.  Under the agreement, the Issuer will 
be obligated to provide certain updated financial information and operating data, and timely notice of specified 
material events, to the Municipal Securities Rulemaking Board through the Electronic Municipal Market Access 
System. SEE APPENDIX B - “FORM OF OFFICIAL ACTION.” 

Compliance with Prior Undertakings 

The Corporation and the Cities (the “Obligated Parities”) have previously made continuing disclosure agreements in 
connection with the issuance of the Obligations. The Obligated Parties believe that during the past five years they 
have each made all required filings with respect to the New Series Bonds and the Priority Bonds (each as defined in 
the Resolution) and are in full compliance with the Rule. Prior to that time frame, the Obligated Parties had reported 
instances of non-compliance on EMMA and the Nationally Recognized Municipal Securities Information 
Repository. 
 

During the last five years, the Issuer has complied in all material respects with its continuing disclosure agreements 
in accordance with SEC Rule 15c2-12. 

INVESTMENT CONSIDERATIONS 

The Cities’ ability to make payments of the Bond Payment portion of the Annual Payments sufficient to pay 
principal of and interest on the Priority Bonds (as defined in the Resolution) and the New Series Bonds (as defined 
in the Resolution) when due may be affected by certain risks described below and elsewhere in this Private 
Placement Memorandum.  Such risks should be considered in making a decision to invest in the Obligations. 

Several Not Joint Liability  

The Cities’ pecuniary liability to make the Annual Payments to the Corporation are several and not joint liabilities 
based upon a 50%/50% basis as described in the Contract and the Resolution.  Accordingly, to the extent that one of 
the Cities defaults on its proportionate share of the Annual Payments, the Corporation will not have sufficient funds 
to maintain and operate the System and/or to pay the debt service requirements on the Priority Bonds and the New 
Series Bonds.  The nondefaulting City has no legal obligation to make any payments on behalf of the defaulting 
City. 

Limited Bondholder Remedies 

The Resolution and the Contract provide only limited remedies to Bondholders in the event of default.  Neither the 
Obligations nor the Annual Payments are subject to acceleration upon default.  Although the Bondholders could 
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apply for a writ of mandamus to compel the Cities and the Corporation to abide by their contractual obligations, 
such a remedy is time consuming and may have to be enforced from year to year.  No judgment against the Cities or 
the Corporation may be enforced by execution of a levy against its public purpose property.  In addition, the rights 
and remedies of Bondholders may be limited by applicable federal bankruptcy and receivership laws affecting 
creditors of political subdivisions. 

 

MISCELLANEOUS 

Any statements made in this Private Placement Memorandum involving matters of opinion or of estimates, 
whether or not so expressly stated, are set forth as such and not as representations of fact, and no representation is 
made that any of the estimates will be realized.  Neither this Private Placement Memorandum nor any statement that 
may have been made verbally or in writing is to be construed as a contract with the owners of the Obligations. 

The information contained above is neither guaranteed as to accuracy or completeness nor to be construed 
as a representation by the Issuer.  The information and expressions of opinion herein are subject to change without 
notice and neither the delivery of this Private Placement Memorandum nor any sale made hereunder is to create, 
under any circumstances, any implication that there has been no change in the affairs of the Issuer or the Issuer from 
the date hereof. 

The Private Placement Memorandum is submitted in connection with the sale of the securities referred to 
herein to the Texas Water Development Board on the Delivery Date and may not be reproduced or used, as a whole 
or in part, for any other purpose. 

ADDITIONAL INFORMATION 

The Private Placement Memorandum speaks only as of its date and the information contained herein is 
subject to change.  Descriptions of the Obligations and the Official Action and any other agreements and documents 
contained herein constitute summaries of certain provisions thereof and do not purport to be complete.  This Private 
Placement Memorandum was approved by the Issuer. 
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APPENDIX A 

MATURITY SCHEDULE 

 

[MATURITY SCHEDULE to include Principal Amounts, Mat urities, Interest Rates, 
Prices or Yields, and Initial CUSIP Numbers]



Maturity Principal Coupon CUSIP Maturity Prinicipal Coupon CUSIP

8/1/2017 8/1/2032 $1,445,000 3.370%

8/1/2018 8/1/2033 $1,490,000 3.370%

8/1/2019 $1,080,000 1.040% 8/1/2034 $1,540,000 3.370%

8/1/2020 $1,090,000 1.370% 8/1/2035 $1,595,000 3.370%

8/1/2021 $1,105,000 1.600% 8/1/2036 $1,650,000 3.680%

8/1/2022 $1,125,000 1.830% 8/1/2037 $1,710,000 3.680%

8/1/2023 $1,145,000 2.020% 8/1/2038 $1,770,000 3.680%

8/1/2024 $1,165,000 2.160% 8/1/2039 $1,835,000 3.680%

8/1/2025 $1,190,000 2.270% 8/1/2040 $1,905,000 3.680%

8/1/2026 $1,220,000 2.430% 8/1/2041 $1,975,000 3.680%

8/1/2027 $1,250,000 2.940% 8/1/2042 $2,045,000 3.680%

8/1/2028 $1,285,000 2.940% 8/1/2043 $2,125,000 3.680%

8/1/2029 $1,325,000 2.940% 8/1/2044 $2,200,000 3.680%

8/1/2030 $1,360,000 2.940% 8/1/2045 $2,280,000 3.680%

8/1/2031 $1,400,000 2.940% 8/1/2046 $2,365,000 3.680%

** PRELIMINARY SUBJECT TO CHANGE**
Schertz-Seguin Local Government Corporation

Contract Revenue Bonds
New Series 2016 (Texas Water Development Board SWIRFT Project Financing)
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APPENDIX B 

FORM OF OFFICIAL ACTION 

[ATTACH COPY OF OFFICIAL ACTION] 
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DRAFT 7/6/16 

RESOLUTION NO. _______ 

A RESOLUTION BY THE BOARD OF DIRECTORS OF THE 
SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION 
AUTHORIZING THE ISSUANCE OF “SCHERTZ/SEGUIN LOCAL 
GOVERNMENT CORPORATION CONTRACT REVENUE BONDS, NEW 
SERIES 2016 (TEXAS WATER DEVELOPMENT BOARD SWIRFT 
PROJECT FINANCING)”; PROVIDING FOR THE PAYMENT OF THE 
PRINCIPAL OF AND INTEREST ON THESE NEW SERIES BONDS AS 
PROVIDED HEREIN, ON PARITY WITH CERTAIN CURRENTLY 
OUTSTANDING NEW SERIES BONDS; PROVIDING THE TERMS AND 
CONDITIONS OF SUCH NEW SERIES BONDS ON PARITY 
THEREWITH; FORECLOSING THE ABILITY TO ISSUE ADDITIONAL 
OBLIGATIONS THAT ARE SENIOR IN SECURITY AND PRIORITY OF 
PAYMENT TO THE NEW SERIES BONDS HEREAFTER ISSUED ON 
PARITY THEREWITH; AND RESOLVING OTHER MATTERS 
INCIDENT AND RELATING TO THE ISSUANCE, PAYMENT, 
SECURITY, SALE, AND DELIVERY OF SUCH NEW SERIES BONDS, 
INCLUDING THE APPROVAL OF AN APPLICATION TO THE TEXAS 
WATER DEVELOPMENT BOARD AND A PRIVATE PLACEMENT 
MEMORANDUM PERTAINING TO THE NEW SERIES BONDS; 
AUTHORIZING THE EXECUTION OF A PAYING AGENT/REGISTRAR 
AGREEMENT, AN ESCROW AGREEMENT, AND RATIFYING, 
RECONFIRMING, AND READOPTING THE REGIONAL WATER 
SUPPLY CONTRACT; COMPLYING WITH THE REQUIREMENTS OF 
THE DEPOSITORY TRUST COMPANY’S LETTER OF 
REPRESENTATIONS; COMPLYING WITH THE REGULATIONS 
PROMULGATED BY THE TEXAS WATER DEVELOPMENT BOARD; 
AND PROVIDING AN EFFECTIVE DATE 

 
____________, 2016 
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A RESOLUTION BY THE BOARD OF DIRECTORS OF THE 
SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION 
AUTHORIZING THE ISSUANCE OF “SCHERTZ/SEGUIN LOCAL 
GOVERNMENT CORPORATION CONTRACT REVENUE BONDS, NEW 
SERIES 2016 (TEXAS WATER DEVELOPMENT BOARD SWIRFT 
PROJECT FINANCING)”; PROVIDING FOR THE PAYMENT OF THE 
PRINCIPAL OF AND INTEREST ON THESE NEW SERIES BONDS AS 
PROVIDED HEREIN, ON PARITY WITH CERTAIN CURRENTLY 
OUTSTANDING NEW SERIES BONDS; PROVIDING THE TERMS AND 
CONDITIONS OF SUCH NEW SERIES BONDS ON PARITY 
THEREWITH; FORECLOSING THE ABILITY TO ISSUE ADDITIONAL 
OBLIGATIONS THAT ARE SENIOR IN SECURITY AND PRIORITY OF 
PAYMENT TO THE NEW SERIES BONDS HEREAFTER ISSUED ON 
PARITY THEREWITH; AND RESOLVING OTHER MATTERS 
INCIDENT AND RELATING TO THE ISSUANCE, PAYMENT, 
SECURITY, SALE, AND DELIVERY OF SUCH NEW SERIES BONDS, 
INCLUDING THE APPROVAL OF AN APPLICATION TO THE TEXAS 
WATER DEVELOPMENT BOARD AND A PRIVATE PLACEMENT 
MEMORANDUM PERTAINING TO THE NEW SERIES BONDS; 
AUTHORIZING THE EXECUTION OF A PAYING AGENT/REGISTRAR 
AGREEMENT, AN ESCROW AGREEMENT, AND RATIFYING, 
RECONFIRMING, AND READOPTING THE REGIONAL WATER 
SUPPLY CONTRACT; COMPLYING WITH THE REQUIREMENTS OF 
THE DEPOSITORY TRUST COMPANY’S LETTER OF 
REPRESENTATIONS; COMPLYING WITH THE REGULATIONS 
PROMULGATED BY THE TEXAS WATER DEVELOPMENT BOARD; 
AND PROVIDING AN EFFECTIVE DATE 

WHEREAS, Subchapter D of Chapter 431 (Sections 431.101–431.109) of the Texas 
Transportation Code, as amended (the Act) authorizes local governments to create local 
government corporations to aid, assist, and act on behalf of local governments; and 

WHEREAS, the City Councils (collectively, the Governing Bodies) of the City of 
Seguin, Texas and the City of Schertz, Texas (collectively, the Cities) have previously authorized 
and approved the creation of the Schertz/Seguin Local Government Corporation (the 
Corporation), a local government corporation and a nonprofit entity, as their constituted 
authority and instrumentality to accomplish the specific public purpose of acquiring, 
constructing, improving, enlarging, extending, repairing, maintaining, and operating a water 
utility system, pursuant to the provisions of Chapter 552, as amended, Texas Local Government 
Code (formerly Chapter 402, as amended, Texas Local Government Code), and other applicable 
law; and 

WHEREAS, the Cities, pursuant to the Act and other applicable law, have authorized the 
creation of the Corporation for the purposes set forth in the Corporation’s Articles of 
Incorporation, including the issuance of bonds to finance or refinance the costs of certain 
projects to accomplish the Corporation’s public purposes; 
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WHEREAS, pursuant to law, and particularly the Act, Section 552.018. as amended, 
Texas Local Government Code (formerly Section 402.018, as amended, Texas Local 
Government Code), and the Corporation’s powers under Chapter 22 and Chapter 2, as amended, 
Texas Business Organizations Code (formerly Article 1396 of Texas Revised Civil Statutes 
Annotated), and Chapter 1201, as amended, Texas Government Code (incorporated by reference, 
respectively, under Sections 431.006 and 431.070, as amended, Texas Transportation Code), the 
Corporation is empowered to acquire and construct water supply facilities, and to deliver this 
water to the Cities; and 

WHEREAS, pursuant to the provisions of the Act and the other laws of the State of 
Texas (the State), the Corporation and the Cities entered into a Regional Water Supply Contract, 
dated as of November 15, 1999, as amended (the Contract) pursuant to which the Corporation 
agreed to finance the costs of projects and under which the Cities agreed to make payments to or 
on behalf of the Corporation in amounts sufficient to meet all of the Corporation’s obligations 
relating to the issuance of contract revenue bonds to finance or refinance projects; and 

WHEREAS, the Cities and the Corporation hereby ratify, reconfirm, and readopt the 
Contract; and 

WHEREAS, the Contract permits the Corporation to issue bonds, notes, or other 
obligations, whether in one or more series or issues, to pay the cost of projects or to refund any 
such bonds, notes, or other obligations; and 

WHEREAS, the recitals and provisions of the Contract are incorporated herein as if set 
forth in its entirety, and the capitalized terms of this resolution (the Resolution) shall have the 
same meanings, and shall be defined as set forth in the Contract; and 

WHEREAS, the Corporation has heretofore issued (and there are now outstanding) 
multiple series of contract revenue bonds, the proceeds from which were utilized to pay project 
costs or for refunding bond purposes, secured by and payable from a first lien on and pledge of 
the Bond Payment portion of the Annual Payments (each as defined in the Contract) paid to the 
Corporation by the Cities pursuant to the Contract (the Priority Bonds); and 

WHEREAS, the Corporation’s resolutions authorizing the issuance of the Priority Bonds 
(the Priority Bonds Resolutions) permit the Corporation to issue additional obligations secured 
by and payable from a lien on and pledge of the Bond Payment portion of the Annual Payments 
paid to the Corporation by the Cities under the Contract, which lien and pledge is junior and 
inferior to the lien thereon and pledge thereof securing the currently outstanding Priority Bonds; 
and  

WHEREAS, to realize covenant relief governing the issuance of additional Priority 
Bonds pursuant to the terms of the Priority Bonds Resolutions, the Corporation previously 
established a new revenue finance system and previously issued now outstanding “New Series 
Bonds”, which are obligations of the Corporation secured, together with the Previously Issued 
New Series Bonds (hereinafter defined) by a lien on and pledge of the Bond Payment portion of 
the Annual Payments paid to the Corporation by the Cities under the Contract that is junior and 
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inferior to the lien thereon and pledge thereof securing the currently outstanding Priority Bonds 
(the New Series Bonds); and  

WHEREAS, the Corporation’s resolutions authorizing the issuance of the New Series 
Bonds (the New Series Bonds Resolutions) permit the Corporation to issue additional obligations 
secured by and payable from a lien on and pledge of the Bond Payment portion of the Annual 
Payments paid to the Corporation by the Cities under the Contract, which lien and pledge is 
junior and inferior to the lien thereon and pledge thereof securing the currently outstanding 
Priority Bonds; and 

WHEREAS, in conjunction with the establishment the New Series Bonds revenue 
finance system, the Corporation previously determined to covenant to no longer issue additional 
series of bonds secured by and payable from a lien on and pledge of the Bond Payment portion 
of the Annual Payments paid to the Corporation by the Cities under the Contract on parity with 
the Priority Bonds (referred to herein as Additional Priority Bonds) so that at such time as no 
Priority Bonds remain outstanding, the lien on and pledge of the Bond Payment portion of the 
Annual Payments paid to the Corporation by the Cities under the Contract securing the 
repayment of the New Series Bonds will be elevated to and will enjoy a first and prior lien 
position; and  

WHEREAS, this Resolution constitutes a Bond Resolution as that term is defined in the 
Contract; and 

WHEREAS, principal of and interest on the New Series Bonds are payable solely from 
the Bond Payment portion of the Annual Payments made to the Corporation by the Cities under 
the Contract at such level of priority hereinbefore and hereinafter described and in amounts 
sufficient to pay and redeem, and provide for the payment of the principal of, premium, if any, 
and interest on the Bonds (defined herein and in the Contract), when due, the fees and expenses 
of the Paying Agent/Registrar for the Bonds, and other expenses and costs of the Corporation, all 
as required by this Resolution and the Contract; and 

WHEREAS, the Corporation hereby finds and determines that the Bonds can and should 
be issued as the third series of New Series Bonds and in connection therewith (a) the Corporation 
is not in default as to any covenant, condition or obligation prescribed in any Priority Bonds 
Resolutions, the New Series Bonds Resolutions, or the Contract (including any amendment or 
supplement thereto); (b) the Cities have approved this Resolution as to form and content and 
acknowledged that the payment of principal of and interest on the Bonds is payable, in whole or 
in part, from the Bond Payment portion of the Annual Payments to be made by the Cities to the 
Corporation under and pursuant to the Contract; (c) a consulting engineer certifies to the 
Corporation the need for an estimated amount of additional financing required for completion, 
expansion, enlargement or improvement of the Project; (d) the Bonds are made to mature on 
February 1 or August 1, or both, in each of the years in which they are scheduled to mature; and 
(e) this Resolution provides for deposits to be made to the Bond Fund in amounts sufficient to 
pay the principal of and interest on such Bonds as the same become due; and 
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WHEREAS, the Corporation’s Board has determined that the Bonds in the total amount 
of 36,000,000 should be issued and sold at this time for the purposes of planning, designing, and 
constructing utility system improvements to implement the State Water Plan (the Project); and 

WHEREAS, the Act also authorizes the Corporation acting through its Board of 
Directors (the Corporation’s Board) to issue revenue bonds to finance such projects, payable 
solely from the revenues derived from payments to be made to the Corporation for the purpose of 
defraying the cost of financing, acquiring, and constructing such projects; and 

WHEREAS, the principal of the Bonds and the interest thereon are and shall be payable 
from and secured, together with the currently outstanding Previously Issued New Series Bonds, 
by a lien on and pledge of the payments designated as Bond Payment portion of the Annual 
Payments to be made by the Cities pursuant to the Contract in amounts sufficient to pay and 
redeem, and provide for the payment of the principal of, premium, if any, and interest on the 
Bonds, when due, and the fees and expenses of the Paying Agent/Registrar (defined herein) for 
the Bonds, all as required by this Resolution and in the Contract; and 

WHEREAS, the Corporation has determined and does hereby determine that it can 
finance the projects to implement the State Water Plan in accordance with Chapters 15 and 16 of 
the Texas Water Code, as amended, pursuant to the Corporation’s obligations under the Contract 
on the most favorable terms through the issuance of the Bonds to the TWDB in accordance with 
the terms of this Resolution; and 

WHEREAS, the Bonds herein authorized for issuance are to be delivered to the Texas 
Water Development Board (the Water Development Board, TWDB, or the Purchasers) in 
evidence of a loan commitment received in the aggregate amount of such Bonds; and 

WHEREAS, the Corporation’s Board has determined that the Bonds in the total amount 
of $36,000,000 should be issued and sold at this time in order to obtain funds necessary to 
finance the costs of projects; now, therefore, 

BE IT RESOLVED BY THE BOARD OF DIRECTORS OF THE SCHERTZ/SEGUIN 
LOCAL GOVERNMENT CORPORATION THAT: 

SECTION 1: Authorization - Designation - Principal Amount - Purpose.  Special 
contract revenue bonds of the Corporation shall be and are hereby authorized to be issued in the 
aggregate principal amount of THIRTY SIX MILLION AND NO/100 DOLLARS 
($36,000,000), to be designated and bear the title of “SCHERTZ/SEGUIN LOCAL 
GOVERNMENT CORPORATION CONTRACT REVENUE BONDS, NEW SERIES 2016 
(TEXAS WATER DEVELOPMENT BOARD SWIRFT PROJECT FINANCING)” (the Bonds), 
pursuant to the Resolution adopted by the Corporation’s Board for the purpose of providing 
funds finance, acquire, and construct treatment facilities, water supply pipelines, booster pumps, 
other appurtenances, and necessary easements and other interests in land concerning the State 
Water Plan (the Project) and to pay the costs and expenses of issuance of the Bonds.  The Bonds 
shall be payable as to both principal and interest solely from and equally and ratably secured, 
together with the currently outstanding Previously Issued New Series Bonds and any Additional 
New Series Bonds hereafter issued by the Corporation, by a lien on and pledge of the Bond 
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Payment portion of the Annual Payments (each as defined in the Contract) received by the 
Corporation from the Cities under the Contract, which lien and pledge is junior and inferior to 
the first and prior lien thereon and pledge thereof securing the repayment of the currently 
outstanding Priority Bonds, until such time as no currently outstanding Priority Bonds remain 
Outstanding (at which point the New Series Bonds will enjoy a first and prior lien on and pledge 
of the Bond Payment portion of the Annual Payments).  The Bonds are authorized to be issued 
pursuant to the authority conferred by and in conformity with the laws of the State of Texas, 
particularly the Act, Chapter 1201, Texas Government Code, as amended, the Contract, and the 
Resolution. 

SECTION 2: Fully Registered Bonds - Authorized Denominations - Stated Maturities - 
Interest Rates - Interest Payments – Bond Date.  The Bonds are issuable in fully registered form 
only; shall be dated August 1, 2016 (the Bond Date) and shall be in denominations of $5,000 or 
any integral multiple thereof (within a Stated Maturity), and the Bonds shall become due and 
payable on February 1 in each of the years and in principal amounts (the Stated Maturities) and 
bear interest on the unpaid principal amounts from the Closing Date (hereinafter defined), or the 
most recent Interest Payment Date (hereinafter defined) to which interest has been paid or duly 
provided for, to the earlier of redemption or Stated Maturity, at the per annum rates, while 
Outstanding, in accordance with the following schedule: 

Year of 
Stated Maturity 

Principal 
Amounts ($) 

Interest 
Rates (%) 

2019   
2020   
2021   
2022   
2023   
2024   
2025   
2026   
2017   
2018   
2019   
2020   
2021   
2022   
2023   
2024   
2025   
2026   
2027   
2028   
2029   
2030   
2031   
2032   
2033   
2034   
2035   
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Year of 
Stated Maturity 

Principal 
Amounts ($) 

Interest 
Rates (%) 

2036   
2037   
2038   
2039   
2040   
2041   
2042   
2043   
2044   
2045   
2046   
2047   
2048   
2049   
2050   
2051   

   
The Bonds shall bear interest on the unpaid principal amount thereof at the per annum 

rates shown above, computed on the basis of a 360-day year of twelve 30-day months, and 
interest thereon shall be payable semiannually on February 1 and August 1 of each year (each an 
Interest Payment Date) commencing August 1, 2017, while the Bonds are Outstanding.  Interest 
on each Bond issued and delivered to a Holder (hereinafter defined) shall accrue from the latest 
Interest Payment Date that interest on such Bond (or its Predecessor Bond) has been paid that 
precedes the registration date appearing on such Bond in the “Registration Certificate of Paying 
Agent/Registrar” (Section 8D hereof), unless the registration date appearing thereon is an 
Interest Payment Date for which interest is being paid, in which case interest on such Bond shall 
accrue from the registration date appearing thereon and provided further that with respect to the 
initial payment of interest on a Bond, such interest shall accrue from the date of initial delivery 
of the Bonds (or its Predecessor Bond) to the Purchasers (hereinafter defined). 

SECTION 3: Payment of Bonds - Paying Agent/Registrar.  The principal of, premium, 
if any, and interest on the Bonds, due and payable by reason of Stated Maturity, redemption, or 
otherwise, shall be payable in any coin or currency of the United States of America which at the 
time of payment is legal tender for the payment of public and private debts, and such payment of 
principal of and interest on the Bonds shall be without exchange or collection charges to the 
Holder (hereinafter defined) of the Bonds. 

The selection and appointment of BOKF, NA, Austin, Texas (the Paying 
Agent/Registrar), to serve as the initial Paying Agent/Registrar for the Bonds is hereby approved 
and confirmed, and the Corporation agrees and covenants to cause to be kept and maintained at 
the corporate trust office of the Paying Agent/Registrar books and records (the Security Register) 
for the registration, payment, and transfer of the Bonds, all as provided herein, in accordance 
with the terms and provisions of a Paying Agent/Registrar Agreement, attached, in substantially 
final form, as Exhibit A hereto, and such reasonable rules and regulations as the Paying 
Agent/Registrar and the Corporation may prescribe.  The Corporation covenants to maintain and 
provide a Paying Agent/Registrar at all times while the Bonds are Outstanding, and any 
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successor Paying Agent/Registrar shall be (i) a national or state banking institution or (ii) an 
association or a corporation organized and doing business under the laws of the United States of 
America or of any state, authorized under such laws to exercise trust powers.  Such Paying 
Agent/Registrar shall be subject to supervision or examination by federal or state authority and 
authorized by law to serve as a Paying Agent/Registrar. 

The Corporation reserves the right to appoint a successor Paying Agent/Registrar upon 
providing the previous Paying Agent/Registrar with a certified copy of a resolution or resolutions 
terminating such agency.  Additionally, the Corporation agrees to promptly cause a written 
notice of this substitution to be sent to each Holder of the Bonds by United States mail, first-class 
postage prepaid, which notice shall also give the address of the new Paying Agent/Registrar. 

Principal of, premium, if any, and interest on the Bonds, due and payable by reason of 
Stated Maturity, redemption or otherwise, shall be payable only to the registered owner of the 
Bonds appearing on the Security Register (the Holder or Holders) maintained on behalf of the 
Corporation by the Paying Agent/Registrar as hereinafter provided (i) on the Record Date 
(hereinafter defined) for purposes of payment of interest thereon, (ii) on the date of surrender of 
the Bonds for purposes of receiving payment of principal thereof upon redemption of the Bonds 
or at the Bonds’ Stated Maturity, or (iii) on any other date for any other purpose.  The 
Corporation and the Paying Agent/Registrar, and any agent of either, shall treat the Holder as the 
owner of a Bond for purposes of receiving payment and all other purposes whatsoever, and 
neither the Corporation nor the Paying Agent/Registrar, or any agent of either, shall be affected 
by notice to the contrary. 

Principal of, and premium, if any, on the Bonds shall be payable only upon presentation 
and surrender of the Bonds to the Paying Agent/Registrar at its corporate trust office.  Interest on 
the Bonds shall be paid to the Holder whose name appears in the Security Register at the close of 
business on the fifteenth day of the month next preceding an Interest Payment Date for the Bonds 
(the Record Date) and shall be paid (i) by federal funds wire transfer and at the written request of 
the Holder or (ii) by such other method, acceptable to the Paying Agent/Registrar, requested in 
writing by the Holder at the Holder’s risk and expense.  While the Bonds are held by the 
Purchasers (as defined in Section 35 hereof), payment of principal of, premium, if any, and 
interest on the Bonds shall be made by federal funds wire transfer, at no cost to the Purchasers, to 
an account at a financial institution located in the United States designated by the Purchasers. 

If the date for the payment of the principal of, premium, if any, or interest on the Bonds 
shall be a Saturday, Sunday, a legal holiday, or a day on which banking institutions in the city 
where the corporate trust office of the Paying Agent/Registrar is located are authorized by law or 
executive order to close, then the date for such payment shall be the next succeeding day which 
is not such a day.  The payment on such date shall have the same force and effect as if made on 
the original date any such payment on the Bonds was due. 

In the event of a non-payment of interest on a scheduled payment date, and for thirty (30) 
days thereafter, a new record date for such interest payment (a Special Record Date) will be 
established by the Paying Agent/Registrar, if and when funds for the payment of such interest 
have been received from the Corporation.  Notice of the Special Record Date and of the 
scheduled payment date of the past due interest (the Special Payment Date - which shall be 
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fifteen (15) days after the Special Record Date) shall be sent at least five (5) business days prior 
to the Special Record Date by United States mail, first-class postage prepaid, to the address of 
each Holder appearing on the Security Register at the close of business on the last business day 
next preceding the date of mailing of such notice. 

SECTION 4: Redemption. 

A. Special Mandatory Redemption.  In the event that the Purchasers at such time 
remains the sole holder of the Bonds and the final accounting delivered by the Corporation to the 
Purchasers in the form and manner specified in, and in compliance with the provisions of, 
Section 36.D. of this Resolution evidences that the total cost of the project to be financed with 
Bond proceeds is less than the amount of Bond proceeds available for paying such costs, then the 
Corporation shall, as soon as practicable (but in no event later than six months after the 
Purchasers’ acceptance of the aforementioned accounting), at the direction of the General 
Manager, and without the requirement of the approval of the Corporation’s Board, redeem Bonds 
in the amount of such excess to the nearest multiple of the authorized denomination for the 
Bonds.  Bonds redeemed pursuant to this provision shall be redeemable on any date, in inverse 
order of Stated Maturity, as a whole or in part, in principal amounts of $5,000 or any integral 
multiple thereof (and if within a Stated Maturity, selected at random and by lot by the Paying 
Agent/Registrar), at the redemption price of par plus accrued interest to the date of redemption. 

B. Optional Redemption.  The Bonds having Stated Maturities on and after 
February 1, 2028 shall be subject to redemption prior to Stated Maturity, at the option of the 
Corporation, on February 1, 2027, or on any date thereafter, in inverse order of Stated Maturity, 
as a whole or in part, in principal amounts of $5,000 or any integral multiple thereof (and if 
within a Stated Maturity selected at random and by lot by the Paying Agent/Registrar), at the 
redemption price of par plus accrued interest to the date of redemption. 

C. Exercise of Redemption Option.  At least forty-five (45) days prior to a date set 
for the redemption of Bonds (unless a shorter notification period shall be satisfactory to the 
Paying Agent/Registrar), the Corporation shall notify the Paying Agent/Registrar of its decision 
to exercise the right to redeem Bonds, the principal amount of each Stated Maturity to be 
redeemed, and the date set for the redemption thereof.  The decision of the Corporation to 
exercise the right to redeem Bonds shall be entered in the minutes of the governing body of the 
Corporation. 

D. Selection of Bonds for Redemption.  If less than all Outstanding Bonds of the 
same Stated Maturity are to be redeemed on a redemption date, the Paying Agent/Registrar shall 
select at random and by lot the Bonds to be redeemed, provided that if less than the entire 
principal amount of a Bond is to be redeemed, the Paying Agent/Registrar shall treat such Bond 
then subject to redemption as representing the number of Bonds Outstanding which is obtained 
by dividing the principal amount of such Bond by $5,000. 

E. Notice of Redemption.  Not less than thirty (30) days prior to 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 Corporation and at the Corporation’s expense, by the Paying 
Agent/Registrar to each Holder of a Bond to be redeemed, in whole or in part, at the address of 
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the Holder appearing on the Security Register 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 Holder. 

All notices of redemption shall (i) specify the date of redemption for the Bonds, 
(ii) identify the Bonds to be redeemed and, in the case of a portion of the principal amount to be 
redeemed, the principal amount thereof to be redeemed, (iii) state the redemption price, (iv) state 
that the Bonds, or the portion of the principal amount thereof to be redeemed, shall become due 
and payable on the redemption date specified, and the interest thereon, or on the portion of the 
principal amount thereof to be redeemed, shall cease to accrue from and after the redemption 
date, and (v) specify that payment of the redemption price for the Bonds, or the principal amount 
thereof to be redeemed, shall be made at the corporate trust office of the Paying Agent/Registrar 
only upon presentation and surrender thereof by the Holder.  If a Bond is subject by its terms to 
redemption and has been called for redemption and notice of redemption thereof has been duly 
given or waived as herein provided, such Bond (or the principal amount thereof to be redeemed) 
so called for redemption shall become due and payable, and if money sufficient for the payment 
of such Bonds (or of the principal amount thereof to be redeemed) at the then applicable 
redemption price is held for the purpose of such payment by the Paying Agent/Registrar, then on 
the redemption date designated in such notice, interest on said Bonds (or the principal amount 
thereof to be redeemed) called for redemption shall cease to accrue, and such Bonds shall not be 
deemed to be Outstanding in accordance with the provisions of this Resolution.  This notice may 
also be published once in a financial publication, journal, or reporter of general circulation 
among securities dealers in the City of New York, New York (including, but not limited to, The 
Bond Buyer and The Wall Street Journal), or in the State of Texas (including, but not limited to, 
The Texas Bond Reporter). 

F. Transfer/Exchange.  Neither the Corporation nor the Paying Agent/Registrar shall 
be required (1) to transfer or exchange any Bond during a period beginning forty-five (45) days 
prior to the date fixed for redemption of the Bonds or (2) to transfer or exchange any Bond 
selected for redemption, provided; however, such limitation of transfer shall not be applicable to 
an exchange by the Holder of the unredeemed balance of a Bond which is subject to redemption 
in part. 

SECTION 5: Execution - Registration.  The Bonds shall be executed on behalf of the 
Corporation by its President, Board of Directors, its seal reproduced or impressed thereon, and 
attested by its Secretary, Board of Directors.  The signature of either officer on the Bonds may be 
manual or facsimile.  Bonds bearing the manual or facsimile signatures of individuals who were, 
at the time of the Bond Date, the proper officers of the Corporation shall bind the Corporation, 
notwithstanding that such individuals or either of them shall cease to hold such offices prior to 
the delivery of the Bonds to the Purchasers, all as authorized and provided in Chapter 1201, as 
amended, Texas Government Code. 

No Bond shall be entitled to any right or benefit under this Resolution, or be valid or 
obligatory for any purpose, unless there appears on such Bond either a certificate of registration 
substantially in the form provided in Section 8C, executed by the Comptroller of Public 
Accounts of the State of Texas or his duly authorized agent by manual signature, or a certificate 
of registration substantially in the form provided in Section 8D, executed by the Paying 
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Agent/Registrar by manual signature, and either such certificate upon any Bond shall be 
conclusive evidence, and the only evidence, that such Bond has been duly certified or registered 
and delivered. 

SECTION 6: Registration - Transfer - Exchange of Bonds - Predecessor Bonds.  The 
Paying Agent/Registrar shall obtain, record, and maintain in the Security Register the name and 
address of every owner of the Bonds, or, if appropriate, the nominee thereof.  Any Bond may, in 
accordance with its terms and the terms hereof, be transferred or exchanged for Bonds of other 
authorized denominations upon the Security Register by the Holder, in person or by his duly 
authorized agent, upon surrender of such Bond to the Paying Agent/Registrar for cancellation, 
accompanied by a written instrument of transfer or request for exchange duly executed by the 
Holder or by his duly authorized agent, in form satisfactory to the Paying Agent/Registrar. 

Upon surrender for transfer of any Bond at the corporate trust office of the Paying 
Agent/Registrar, the Corporation shall execute and the Paying Agent/Registrar shall register and 
deliver, in the name of the designated transferee or transferees, one or more new Bonds of 
authorized denomination and having the same Stated Maturity and of a like interest rate and 
aggregate principal amount as the Bond or Bonds surrendered for transfer. 

At the option of the Holder, Bonds may be exchanged for other Bonds of the same series 
and of authorized denominations and having the same Stated Maturity, bearing the same rate of 
interest and of like aggregate principal amount as the Bonds surrendered for exchange upon 
surrender of the Bonds to be exchanged at the corporate trust office of the Paying 
Agent/Registrar.  Whenever any Bonds are so surrendered for exchange, the Corporation shall 
execute, and the Paying Agent/Registrar shall register and deliver, the Bonds, to the Holder 
requesting the exchange. 

All Bonds issued upon any transfer or exchange of Bonds shall be delivered at the 
corporate trust office of the Paying Agent/Registrar, or be sent by registered mail to the Holder at 
his request, risk, and expense, and upon the delivery thereof, the same shall be the valid and 
binding obligations of the Corporation, evidencing the same obligation to pay, and entitled to the 
same benefits under this Resolution, as the Bonds surrendered upon such transfer or exchange. 

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

Bonds canceled by reason of an exchange or transfer pursuant to the provisions hereof are 
hereby defined to be Predecessor Bonds, evidencing all or a portion, as the case may be, of the 
same debt evidenced by the new Bond or Bonds registered and delivered in the exchange or 
transfer therefor.  Additionally, the term Predecessor Bonds shall include any Bond registered 
and delivered pursuant to Section 34 in lieu of a mutilated, lost, destroyed, or stolen Bond which 
shall be deemed to evidence the same obligation as the mutilated, lost, destroyed, or stolen Bond. 
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SECTION 7: Initial Bond.  The Bonds herein authorized shall be issued initially as a 
single fully-registered Bond in the total principal amount of $36,000,000 with principal 
installments to become due and payable as provided in Section 2 and numbered T-1 (the Initial 
Bond) and the Initial Bond shall be registered in the name of the initial Purchasers or the 
designee thereof.  The Initial Bond shall be the Bonds submitted to the Office of the Attorney 
General of the State of Texas for approval, certified and registered by the Office of the 
Comptroller of Public Accounts of the State of Texas and delivered to the Purchasers (hereafter 
defined).  Any time after the delivery of the Initial Bond, the Paying Agent/Registrar, upon 
written instructions from the Purchasers or their designee, shall cancel the Initial Bond delivered 
hereunder and exchange therefor definitive Bonds of authorized denominations, Stated 
Maturities, principal amounts and bearing applicable interest rates, and shall be lettered “R” and 
numbered consecutively from one (1) upward for transfer and delivery to the Holders named at 
the addresses identified therefor; all pursuant to and in accordance with such written instructions 
from the Purchasers, or the designee thereof, and such other information and documentation as 
the Paying Agent/Registrar may reasonably require.  It is anticipated that the definitive Bonds 
may be delivered in installments as recognized in the provisions of Section 60 of this Resolution.  
As installment deliveries of the Bonds are made to the Purchasers, the Paying Agent/Registrar 
pursuant to written instructions from the Corporation, or the designee thereof, and in accordance 
with Article Six of the Paying Agent/Registrar Agreement shall cancel the Initial Bond and 
deliver in exchange therefor definitive Bonds of like principal amount and maturity, in 
authorized denominations and bearing applicable interest rates for transfer and delivery to The 
Depository Trust Company for the account of the Purchasers, all pursuant to and in accordance 
with Article Six of the Paying Agent/Registrar Agreement, written instructions from the 
Purchasers and the Corporation, or the designees thereof, and such other information and 
documentation as the Paying Agent/Registrar may reasonably require. 

SECTION 8: Forms. 

A. Forms Generally.  The Bonds, the Registration Certificate of the Comptroller of 
Public Accounts of the State of Texas, the Registration Certificate of the Paying Agent/Registrar, 
and the form of Assignment to be printed on each of the Bonds shall be substantially in the forms 
set forth in this Section with such appropriate insertions, omissions, substitutions, and other 
variations as are permitted or required by this Resolution and may have such letters, numbers, or 
other marks of identification (including insurance legends in the event the Bonds, or any Stated 
Maturities thereof, are insured and identifying numbers and letters of the Committee on Uniform 
Securities Identification Procedures of the American Bankers Association) and such legends and 
endorsements (including any reproduction of an Opinion of Bond Counsel (hereinafter 
referenced)) thereon as may, consistent herewith, be established by the Corporation or 
determined by the officers executing the Bonds as evidenced by their execution thereof.  Any 
portion of the text of any Bond may be set forth on the reverse thereof, with an appropriate 
reference thereto on the face of the Bond. 

The definitive Bonds shall be printed, lithographed, or engraved, produced by any 
combination of these methods, or produced in any other similar manner, all as determined by the 
officers executing the Bonds as evidenced by their execution thereof, but the Initial Bond 
submitted to the Attorney General of the State of Texas may be typewritten or photocopied or 
otherwise reproduced. 
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B. Form of Definitive Bond. 

 REGISTERED 
REGISTERED PRINCIPAL AMOUNT 
NO._______ $____________ 

United States of America 
State of Texas 

SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION 
CONTRACT REVENUE BONDS, SERIES 2016 

(TEXAS WATER DEVELOPMENT BOARD SWIRFT PROJECT FINANCING) 

Bond Date: Stated Maturity: Interest Rate: CUSIP No. 
August 1, 2016    

REGISTERED OWNER: _________________________________________________________ 

PRINCIPAL AMOUNT: _______________________________________________  DOLLARS 

The Schertz/Seguin Local Government Corporation (the Corporation), a nonprofit 
corporation of the State of Texas, for value received, hereby promises to pay to the order of the 
Registered Owner specified above, or the registered assigns thereof, on the Stated Maturity date 
specified above, the Principal Amount specified above (or so much thereof as shall not have been 
paid upon prior redemption), and to pay interest on the unpaid principal amount hereof from the 
Closing Date, or from the most recent Interest Payment Date (hereinafter defined) to which 
interest has been paid or duly provided for, to the earlier of redemption or Stated Maturity, while 
Outstanding, at the per annum rate of interest specified above computed on the basis of a 
360-day year of twelve 30-day months; such interest being payable on February 1 and August 1 
of each year commencing August 1, 2017 (each being the “Interest Payment Date”). 

Principal and premium, if any, of the Bond shall be payable to the Registered Owner 
hereof (the Holder) upon presentation and surrender, at the corporate trust office of the Paying 
Agent/Registrar executing the registration certificate appearing hereon or a successor thereof.  
Interest shall be payable to the Holder of this Bond (or one or more Predecessor Bonds, as 
defined in the Resolution hereinafter referenced) whose name appears on the Security Register 
maintained by the Paying Agent/Registrar at the close of business on the Record Date, which is 
the fifteenth day of the month next preceding each Interest Payment Date.  All payments of 
principal of and interest on this Bond shall be in any coin or currency of the United States of 
America which at the time of payment is legal tender for the payment of public and private debts.  
Interest shall be paid by the Paying Agent/Registrar by check sent on or prior to the appropriate 
date of payment by federal funds wire transfer, at no cost to the Holder, and at the written request 
of the Holder or by such other method, acceptable to the Paying Agent/Registrar, requested by 
the Holder hereof at the Holder’s risk and expense.  While the Bonds are held by the Purchasers 
payment of principal of, premium, if any, and interest on the Bonds shall be made by federal 
funds wire transfer, at no cost to the Purchasers, to an account at a financial institution located in 
the United States designated by the Purchasers. 
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This Bond is one of the series specified in its title issued in the aggregate principal 
amount of $36,000,000 (the Bonds) pursuant to a resolution adopted by the governing body of 
the Corporation (the Resolution), for the purpose of providing funds to (i) finance, acquire, and 
construct treatment facilities, water supply pipelines, booster pumps, other appurtenances, and 
necessary easements and other interests in land, and (ii) pay the costs and expenses of issuing the 
Bonds, under and in strict conformity with the laws of the State of Texas, particularly the Act, 
Chapter 1201, Texas Government Code, as amended, the Contract, and the Resolution. 

In the event that the Purchasers at such time remains the sole holder of the Bonds and the 
final accounting delivered by the Corporation to the Purchasers in the form and manner specified 
in the Resolution (and in compliance with the provisions of Section 36.D. of the Resolution) 
evidences that the total cost of the project to be financed with Bond proceeds is less than the 
amount of Bond proceeds available for paying such costs, then the Corporation shall, as soon as 
practicable (but in no event later than six months after the Purchasers’ acceptance of the 
aforementioned accounting), at the direction of the General Manager without the requirement of 
the approval of the Board of the Corporation, redeem Bonds in the amount of such excess to the 
nearest multiple of the authorized denomination for the Bonds.  Bonds redeemed pursuant to this 
provision shall be redeemable on any date, in inverse order of Stated Maturity, as a whole or in 
part, in principal amounts of $5,000 or any integral multiple thereof (and if within a Stated 
Maturity, selected at random and by lot by the Paying Agent/Registrar), at the redemption price 
of par plus accrued interest to the date of redemption. 

The Bonds stated to mature on and after February 1, 2028 may be redeemed prior to their 
Stated Maturities, at the option of the Corporation, on February 1, 2027, or on any date 
thereafter, in inverse order of Stated Maturity, in whole or in part in principal amounts of $5,000 
or any integral multiple thereof (and if within a Stated Maturity selected at random and by lot by 
the Paying Agent/Registrar) at the redemption price of par, together with accrued interest to the 
date of redemption, and upon thirty (30) days prior written notice being given by United States 
mail, first-class postage prepaid, to Holders of the Bonds to be redeemed, and subject to the 
terms  and provisions relating thereto contained in the Resolution.  If this Bond is subject to 
redemption prior to Stated Maturity and is in a denomination in excess of $5,000, portions of the 
principal sum hereof in installments of $5,000 or any integral multiple thereof may be redeemed, 
and, if less than all of the principal sum hereof is to be redeemed, there shall be issued, without 
charge therefor, to the Holder hereof, upon the surrender of this Bond to the Paying 
Agent/Registrar at its corporate trust office, a new Bond or Bonds of like Stated Maturity and 
interest rate in any authorized denominations provided in the Resolution for the then unredeemed 
balance of the principal sum hereof. 

If this Bond (or any portion of the principal sum hereof) shall have been duly called for 
redemption and notice of such redemption duly given, then upon such redemption date this Bond 
(or the portion of the principal sum hereof to be redeemed) shall become due and payable, and, if 
money for the payment of the redemption price and the interest accrued on the principal amount 
to be redeemed to the date of redemption is held for the purpose of such payment by the Paying 
Agent/Registrar, interest shall cease to accrue and be payable hereon from and after the 
redemption date on the principal amount hereof to be redeemed.  If this Bond is called for 
redemption, in whole or in part, the Corporation or the Paying Agent/Registrar shall not be 
required to issue, transfer, or exchange this Bond within forty-five (45) days of the date fixed for 
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redemption; provided, however, such limitation of transfer shall not be applicable to an exchange 
by the Holder of the unredeemed balance hereof in the event of its redemption in part. 

The Bonds of this series are special obligations of the Corporation payable from and 
equally and ratably secured, together with the currently outstanding Previously Issued New 
Series Bonds and any Additional New Series Bonds hereafter issued by the Corporation, solely 
by a lien on and pledge of the Bond Payment (as defined in the Contract) portion of the Annual 
Payments (as defined in the Contract) received by the Corporation from the Cities pursuant to the 
provisions of the Contract, which lien and pledge is junior and inferior to the first and prior lien 
thereon and pledge thereof securing the repayment of the currently outstanding Priority Bonds, 
until such time as no Priority Bonds remain Outstanding (at which point the New Series Bonds 
will enjoy a first and prior lien on and pledge of the Bond Payment portion of the Annual 
Payments).  In the Resolution, the Corporation has covenanted to not issue any Additional 
Priority Bonds, but has reserved and retained the right to issue Additional New Series Bonds and 
Additional Obligations payable from a lien on and pledge of the Bond Payment portion of the 
Annual Payments that is subordinate and inferior to the lien thereon and pledge thereof securing 
the repayment of any New Series Bonds.  In addition, the Corporation has reserved and retained 
the right to issue Additional Obligations, without limitation as to principal amount but subject to 
any terms, conditions, or restrictions set forth in the Resolution or as may be applicable thereto 
under law or otherwise.  The Bonds do not constitute a legal or equitable pledge, charge, lien, or 
encumbrance upon any property of the Corporation or System, except with respect to the Bond 
Payment portion of the Annual Payments. 

THIS BOND IS NOT A GENERAL OBLIGATION OF THE STATE OF TEXAS, THE 
CITY OF SCHERTZ, TEXAS, OR THE CITY OF SEGUIN, TEXAS. THE REGISTERED 
OWNER SHALL NEVER HAVE THE RIGHT TO DEMAND PAYMENT HEREOF OUT OF 
MONEY RAISED OR TO BE RAISED BY TAXATION. NO FUNDS OF THE CITY OF 
SCHERTZ, TEXAS OR THE CITY OF SEGUIN, TEXAS RAISED BY TAXATION SHALL 
EVER BE USED TO PAY THE PRINCIPAL OF, REDEMPTION PREMIUM, IF ANY, OR 
INTEREST ON THE BONDS.  THE CORPORATION HAS NO TAXING AUTHORITY. 

Reference is hereby made to the Resolution, copies of which are on file in the corporate 
trust office of the Paying Agent/Registrar, and to all of the provisions of which the Holder by his 
acceptance hereof hereby assents, for definitions of terms; the description and nature of the 
Annual Payments pledged for the payment of the Bonds; the terms and conditions under which 
the Corporation may issue additional indebtedness (including Additional New Series Bonds and 
Additional Obligations); the terms and conditions relating to the transfer or exchange of the 
Bonds; the conditions upon which the Resolution may be amended or supplemented with or 
without the consent of the Holders; the rights, duties, and obligations of the Corporation and the 
Paying Agent/Registrar; the terms and provisions upon which this Bond may be redeemed or 
discharged at or prior to the Stated Maturity thereof, and deemed to be no longer Outstanding 
thereunder; and for the other terms and provisions specified in the Resolution.  Capitalized terms 
used herein have the same meanings assigned in the Resolution. 

This Bond, subject to certain limitations contained in the Resolution, may be transferred 
on the Security Register upon presentation and surrender at the corporate trust office of the 
Paying Agent/Registrar, duly endorsed by, or accompanied by a written instrument of transfer in 
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form satisfactory to the Paying Agent/Registrar duly executed by the Holder hereof, or his duly 
authorized agent, and thereupon one or more new fully registered Bonds of the same Stated 
Maturity, of authorized denominations, bearing the same rate of interest, and of the same 
aggregate principal amount will be issued to the designated transferee or transferees. 

The Corporation and the Paying Agent/Registrar, and any agent of either, shall treat the 
Holder hereof whose name appears on the Security Register (i) on the Record Date as the owner 
hereof for purposes of receiving payment of interest hereon, (ii) on the date of surrender of this 
Bond as the owner hereof for purposes of receiving payment of principal hereof at its Stated 
Maturity, or its redemption, in whole or in part, and (iii) on any other date as the owner hereof 
for all other purposes, and neither the Corporation nor the Paying Agent/Registrar, or any such 
agent of either, shall be affected by notice to the contrary.  In the event of a non-payment of 
interest on a scheduled payment date, and for thirty (30) days thereafter, a new record date for 
such interest payment (a Special Record Date) will be established by the Paying Agent/Registrar, 
if and when funds for the payment of such interest have been received from the Corporation.  
Notice of the Special Record Date and of the scheduled payment date of the past due interest (the 
Special Payment Date - which shall be fifteen (15) days after the Special Record Date) shall be 
sent at least five (5) business days prior to the Special Record Date by United States mail, 
first-class postage prepaid, to the address of each Holder appearing on the Security Register at 
the close of business on the last business day next preceding the date of mailing of such notice. 

It is hereby certified, covenanted, and represented that all acts, conditions, and things 
required to be performed, exist, and be done precedent to the issuance of this Bond in order to 
render the same a legal, valid, and binding special obligation of the Corporation have been 
performed, exist, and have been done, in regular and due time, form, and manner, as required by 
the laws of the State of Texas and the Resolution, and that issuance of the Bonds does not exceed 
any constitutional or statutory limitation; and that due provision has been made for the payment 
of the principal of and interest on the Bonds by a lien on and pledge of the Bond Payment 
portion of the Annual Payments and as otherwise provided in this Resolution.  In case any 
provision in this Bond or any application thereof shall be deemed invalid, illegal, or 
unenforceable, the validity, legality, and enforceability of the remaining provisions and 
applications shall not in any way be affected or impaired thereby.  The terms and provisions of 
this Bond and the Resolution shall be construed in accordance with and shall be governed by the 
laws of the State of Texas. 

 

[The remainder of this page intentionally left blank] 
 



 

27203742.5  -17- 

IN WITNESS WHEREOF, the Board of the Corporation has caused this Bond to be duly 
executed under the official seal of the Corporation. 

SCHERTZ/SEGUIN LOCAL 
GOVERNMENT CORPORATION 
 
 
____________________________________ 
President, Board of Directors 

ATTESTED: 
 
 
____________________________________ 
Secretary, Board of Directors 
 
 
(SEAL) 

C. *Form of Registration Certificate of Comptroller of Public Accounts to Appear on 
Initial Bond Only. 

REGISTRATION CERTIFICATE OF 
COMPTROLLER OF PUBLIC ACCOUNTS 

OFFICE OF THE COMPTROLLER OF 
PUBLIC ACCOUNTS 
 
THE STATE OF TEXAS 

§
§
§
§ 

 
 
REGISTER NO.    

I HEREBY CERTIFY that this Bond has been examined, certified as to validity and 
approved by the Attorney General of the State of Texas, and duly registered by the Comptroller 
of Public Accounts of the State of Texas. 

WITNESS my signature and seal of office this ________________________________. 

____________________________________ 
Comptroller of Public Accounts 

of the State of Texas 

(SEAL) 

*NOTE TO PRINTER:  Do Not Print on Definitive Bonds. 
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D. Form of Certificate of Paying Agent/Registrar to Appear on Definitive Bonds 
Only. 

REGISTRATION CERTIFICATE OF PAYING AGENT/REGISTRAR 

This Bond has been duly issued under the provisions of the within-mentioned Resolution; 
the Bond or Bonds of the above-entitled and designated series originally delivered having been 
approved by the Attorney General of the State of Texas and registered by the Comptroller of 
Public Accounts, as shown by the records of the Paying Agent/Registrar. 

Registered this date: 
 
 
 
____________________________________ 

BOKF, NA, Austin, Texas, as Paying 
Agent/Registrar 
 
 
By:  _______________________________  

Authorized Signature 

*NOTE TO PRINTER:  Print on Definitive Bonds. 

E. Form of Assignment. 

 

ASSIGNMENT 

FOR VALUE RECEIVED the undersigned hereby sells, assigns, and transfers unto  
(Print or typewrite name, address, and zip code of transferee): ____________________________ 
______________________________________________________________________________ 
(Social Security or other identifying number):  ________________________________________ 
the within Bond and all rights thereunder, and hereby irrevocably constitutes and appoints 
____________________ attorney to transfer the within Bond on the books kept for registration 
thereof, with full power of substitution in the premises. 

DATED: ____________________________ 

________________________________________________ 
NOTICE:  The signature on this assignment must 
correspond with the name of the registered owner as it 
appears on the face of the within Bond in every particular. 

Signature guaranteed: 
 
 
____________________________________ 
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F. The Initial Bond shall be in the form set forth in paragraph B of this Section, 
except that the form of a single fully registered Initial Bond shall be modified as follows: 

i) immediately under the name of the Bond(s) the headings “Interest Rate” 
and “Stated Maturity” shall both be completed “as shown below”; 

ii) the first two paragraphs shall read as follows: 

Registered Owner: ______________________________________________________________ 

Principal Amount: _______________________________________________________________ 

The Schertz/Seguin Local Government Corporation (the Corporation), a nonprofit 
corporation of the State of Texas, for value received for value received, hereby promises to pay 
to the order of the Registered Owner named above, or the registered assigns thereof, the 
Principal Amount specified above stated to mature on the first day of February in each of the 
years and in principal amounts and bearing interest at per annum rates in accordance with the 
following schedule: 

Years of 
Stated Maturity 

Principal 
Amounts ($) 

Interest 
Rates (%) 

(Information to be inserted from schedule in Section 2 hereof). 

(or so much thereof as shall not have been paid upon prior redemption) and to pay interest on the 
unpaid Principal Amount hereof from the Closing Date (anticipated to be on or about 
_____________, 2016), or from the most recent Interest Payment Date (hereafter defined) to 
which interest has been paid or duly provided for, to Stated Maturity or prior redemption, at the 
per annum rates of interest specified above computed on the basis of a 360-day year of twelve 
30-day months; such interest being payable on February 1 and August 1, commencing August 1, 
2017 (each, an “Interest Payment Date”). 

Principal and premium, if any, of this Bond shall be payable to the Registered Owner 
hereof (the Holder), upon its presentation and surrender, at the corporate trust office of BOKF, 
NA, Austin, Texas (the Paying Agent/Registrar).  Interest shall be payable to the Holder of this 
Bond whose name appears on the Security Register maintained by the Paying Agent/Registrar at 
the close of business on the Record Date, which is the fifteenth day of the month next preceding 
each Interest Payment Date.  All payments of principal of and interest on this Bond shall be in 
any coin or currency of the United States of America which at the time of payment is legal tender 
for the payment of public and private debts.  Interest shall be paid by the Paying Agent/Registrar 
by check sent on or prior to the appropriate date of payment by United States mail, first-class 
postage prepaid, to the Holder hereof at the address appearing in the Security Register or by such 
other method, acceptable to the Paying Agent/Registrar, requested by, and at the risk and 
expense of, the Holder hereof.  While the Bonds are held by the Purchasers, payment of principal 
of, premium, if any, and interest on the Bonds shall be made by federal funds wire transfer, at no 
cost to the Purchasers, to an account at a financial institution located in the United States 
designated by the Purchasers. 
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G. Insurance Legend.  If bond insurance is obtained by the Purchasers or the 
Corporation for the Bonds, the definitive Bonds and the Initial Bond(s) shall bear an appropriate 
legend as provided by the insurer. 

SECTION 9: Definitions.  For all purposes of this Resolution (as defined below), except 
as otherwise expressly provided or unless the context otherwise requires: (i) the terms defined in 
this Section have the meanings assigned to them in this Section, and certain terms used in 
Sections 38 and 54 of this Resolution have the meanings assigned to them in such Sections, and 
all such terms include the plural as well as the singular; (ii) all references in this Resolution to 
designated “Sections” and other subdivisions are to the designated Sections and other 
subdivisions of this Resolution as originally adopted; and (iii) the words “herein”, “hereof”, and 
“hereunder” and other words of similar import refer to this Resolution as a whole and not to any 
particular Section or other subdivision. 

A. The term Additional New Series Bonds shall mean (i) the currently outstanding 
Previously Issued New Series Bonds, the Bonds, and any bonds, notes, warrants, or any similar 
obligations hereafter issued by the Corporation that are payable wholly or in part from and 
equally and ratably secured by a lien and pledge of the Bond Payment portion of the Annual 
Payments received by the Corporation from the Cities under the Contract, which lien and pledge 
is junior and inferior to the lien thereon and pledge thereof securing the repayment of the 
currently outstanding Priority Bonds until such time as no Priority Bonds remain Outstanding (at 
which point all New Series Bonds will enjoy a first and prior lien on and pledge of the Bond 
Payment portion of the Annual Payments), but senior and superior to the lien thereon and pledge 
thereof of any additional Corporation obligations secured by and payable from a lien on and 
pledge of the Bond Payment portion of the Annual Payments that is subordinate and inferior to 
the lien thereon and pledge thereof securing the repayment of any New Series Bonds and (ii) 
obligations hereafter issued to refund any of the foregoing that are payable from and equally and 
ratably secured by a lien on and pledge of the of the Bond Payment portion of the Annual 
Payments received by the Corporation from the Cities under the Contract, as determined by the 
Corporation in accordance with applicable law, on parity with the lien thereon and pledge thereof 
securing the other New Series Bonds then-Outstanding. 

B. The term Additional Obligations shall mean collectively, any Prior Lien 
Obligations, Junior Lien Obligations, or Inferior Lien Obligations hereafter issued by the 
Corporation. 

C. The term Additional Priority Bonds shall mean any bonds, notes, warrants, or 
other evidences of indebtedness (including those issued for the purpose of refunding previously 
issued bonds, notes, or other evidences of indebtedness) which the Corporation reserved the right 
to issue under the Priority Bonds Resolutions the repayment of which is secured by a first and 
prior lien on and pledge of the Bond Payment portion of the Annual Payments received by the 
Corporation from the Cities under the Contract, which lien and pledge is on parity with the lien 
thereon and pledge thereof securing the repayment of the Priority Bonds.  The Corporation has 
covenanted not to issue any Additional Priority Bonds. 
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D. The term Annual Payments shall mean the payments, including the Bond 
Payment, Operation and Maintenance Expenses, and Overhead Expenses, that the Corporation 
expects to receive from the Cities pursuant to the terms of the Contract. 

E. The term Authorized Officials shall mean the Corporation’s Board President, the 
Corporation’s Board Secretary, and/or the General Manager. 

F. The term Average Annual Debt Service Requirements shall mean that average 
amount which, at the time of computation, will be required to pay the Debt Service Requirement 
on all Outstanding Priority Bonds and New Series Bonds when due (either at Stated Maturity or 
mandatory redemption) and derived by dividing the total of such Debt Service Requirements by 
the number of Fiscal Years then remaining before Stated Maturity of such Priority Bonds and 
New Series Bonds.  For purposes of this definition, a fractional period of a Fiscal Year shall be 
treated as an entire Fiscal Year.  Capitalized interest payments provided from bond proceeds 
shall be excluded in making the aforementioned computation. 

G. The term Bond Fund shall mean the special Fund or account created and 
established by the provisions of Section 13 of this Resolution. 

H. The term Bond Payment shall have the meaning ascribed thereto in the Contract. 

I. The term Bonds shall mean the $36,000,000 “SCHERTZ/SEGUIN LOCAL 
GOVERNMENT CORPORATION CONTRACT REVENUE BONDS, NEW SERIES 2016 
(TEXAS WATER DEVELOPMENT BOARD SWIRFT PROJECT FINANCING)”, dated 
August 1, 2016, authorized by this Resolution. 

J. The term Bonds Similarly Secured shall mean any Additional Obligations 
hereafter issued by the Corporation or bonds issued to refund any of the foregoing if issued in a 
manner that provides that the refunding bonds are payable from and equally and ratably secured 
by a lien on and pledge of the Net Revenues. 

K. The term Closing Date shall mean the date of physical delivery of the Initial Bond 
for the payment in full by the Purchasers. 

L. The term Contract shall mean the Regional Water Supply Contract, dated as of 
November 15, 1999, together with amendments and supplements thereto (which by the term of 
such instrument is designated as a supplement to such Contract), a conformed copy of such 
Contract being attached hereto as Exhibit E for the purposes of identification. 

M. The term Corporation shall mean Schertz/Seguin Local Government Corporation 
and any other nonprofit corporation, public agency, or other entity succeeding to the powers, 
rights, privileges and functions of the Corporation and, when appropriate, the Board of Directors 
of the Corporation. 

N. The term Construction Fund shall mean the Corporation’s construction fund 
ordered established by Section 36 of this Resolution. 
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O. The term Credit Agreement shall mean a loan agreement, revolving credit 
agreement, agreement establishing a line of credit, letter of credit, reimbursement agreement, 
insurance contract, commitments to purchase debt, purchase or sale agreements, interest rate 
swap agreements, or commitments or other contracts or agreements authorized, recognized, and 
approved by the Corporation as a Credit Agreement in connection with the authorization, 
issuance, security, or payment of any Bond. 

P. The term Credit Facility shall mean (i) a policy of insurance or a surety bond, 
issued by an issuer of policies of insurance insuring the timely payment of debt service on 
governmental obligations under and pursuant to Texas law, or (ii) a letter or line of credit issued 
by any financial institution authorized under applicable State law to deliver such types of 
financial instrument. 

Q. The term Credit Provider shall mean any bank, financial institution, insurance 
company, surety bond provider, or other institution which provides, executes, issues, or 
otherwise is a party to or provider of a Credit Agreement or a Credit Facility. 

R. The term Debt Service Requirements shall mean as of any particular date of 
computation, with respect to any obligations and with respect to any period, the aggregate of the 
amounts to be paid or set aside by the Corporation as of such date or in such period for the 
payment of the principal of, premium, if any, and interest (to the extent not capitalized) on such 
obligations; assuming, in the case of obligations without a fixed numerical rate, that such 
obligations bear interest calculated by assuming (i) that the interest rate for every 12-month 
period on such bonds is equal to the rate of interest reported in the most recently published 
edition of The Bond Buyer (or its successor) at the time of calculation as the “Revenue Bond 
Index” or, if such Revenue Bond Index is no longer being maintained by The Bond Buyer (or its 
successor) at the time of calculation, such interest rate shall be assumed to be 80% of the rate of 
interest then being paid on United States Treasury obligations of like maturity and (ii) that, in the 
case of bonds not subject to fixed scheduled mandatory sinking fund redemptions, that the 
principal of such bonds is amortized such that annual debt service is substantially level over the 
remaining stated life of such bonds or in the manner permitted under Section 1371.057(c), as 
amended, Texas Government Code as the same relates to interim or non–permanent 
indebtedness, and in the case of obligations required to be redeemed or prepaid as to principal 
prior to Stated Maturity according to a fixed schedule, the principal amounts thereof will be 
redeemed prior to Stated Maturity in accordance with the mandatory redemption provisions 
applicable thereto (in each case notwithstanding any contingent obligation to redeem bonds more 
rapidly).  For the term of any Credit Agreement or a Credit Facility in the form of an interest rate 
hedge agreement entered into in connection with any such obligations, Debt Service 
Requirements shall be computed by netting the amounts payable to the Corporation under such 
hedge agreement from the amounts payable by the Corporation under such hedge agreement and 
such obligations. 

S. The term Depository shall mean an official depository bank of the Corporation. 

T. The term Fiscal Year shall mean the twelve month accounting period used by the 
Corporation in connection with the operation of the System, currently ending on September 30th 
of each year, which may be any twelve consecutive month period established by the Corporation, 
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but in no event may the Fiscal Year be changed more than one time in any three calendar year 
period. 

U. The term Government Securities, as used herein, shall mean (i) direct noncallable 
obligations of the United States, including obligations that are unconditionally guaranteed by, the 
United States of America; (ii) noncallable obligations of an agency or instrumentality of the 
United States, including obligations that are unconditionally guaranteed or insured by the agency 
or instrumentality and that, on the date the governing body of the issuer adopts or approves the 
proceedings authorizing the issuance of refunding bonds, are rated as to investment quality by a 
nationally recognized investment rating firm not less than AAA or its equivalent; 
(iii) noncallable obligations of a state or an agency or a county, municipality, or other political 
subdivision of a state that have been refunded and that, on the date the governing body of the 
issuer adopts or approves the proceedings authorizing the issuance of refunding bonds, are rated 
as to investment quality by a nationally recognized investment rating firm not less than “AAA” 
or its equivalent, or (iv) any additional securities and obligations hereafter authorized by the laws 
of the State of Texas as eligible for use to accomplish the discharge of obligations such as the 
Bonds. 

V. The term Gross Revenues shall mean all income and increment, including, but not 
limited to, any revenues, income, or connection fees which may be derived from the ownership 
and/or operation of the System as it is purchased, constructed or otherwise acquired, including 
payments pursuant to the Contract (excluding the Bond Payment portion of the Annual 
Payments), but shall not mean the income and increment derived from a contract or contracts 
with persons, corporations, municipal corporations, political subdivisions, or other entities which 
under the terms of the authorizing resolution(s) or order(s) that may be pledged for the 
requirements of the Corporation’s Special Project Bonds issued particularly to finance certain 
facilities (even though the facilities to be financed with the Special Project Bonds are physically 
connected to the System) needed in performing any such contract or contracts; provided, 
however, that the Board of Directors of the Corporation may utilize any revenues, including 
those generated by the Contract, in excess of the Debt Service Requirements on the Priority 
Bonds and/or New Series Bonds for any lawful purpose in accordance with this Resolution and 
the Contract. 

W. The term Holder or Holders shall mean the registered owner, whose name 
appears in the Security Register, for any Bond. 

X. The term Inferior Lien Obligations shall mean (i) any bonds, notes, warrants, or 
other obligations hereafter issued by the Corporation payable wholly or in part from a pledge of 
and lien on Net Revenues of the System, all as further provided in Section 21 of this Resolution, 
which is subordinate and inferior to the lien on and pledge thereof securing the payment of any 
Prior Lien Obligations or Junior Lien Obligations hereafter issued by the Corporation, and 
(ii)  obligations hereafter issued to refund any of the foregoing that are payable from and equally 
and ratably secured by a subordinate and inferior lien on and pledge of the Net Revenues as 
determined by the Board of Directors in accordance with any applicable law. 

Y. The term Insurer shall mean ___________________________________, or any 
successor thereto. 
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Z. The term Interest Payment Date shall mean the date semiannual interest is 
payable on the Bonds, being February 1 and August 1 of each year, commencing August 1, 2017, 
while any of the Bonds remain Outstanding. 

AA. The term Junior Lien Obligations shall mean (i) any bonds, notes, warrants, or 
any similar obligations hereafter issued by the Corporation that are payable wholly or in part 
from and equally and ratably secured by a junior and inferior lien on and pledge of the Net 
Revenues of the System, all as further provided in Section 21 of this Resolution and 
(ii) obligations hereafter issued to refund any of the foregoing that are payable from and equally 
and ratably secured by a junior and inferior lien on and pledge of the Net Revenues as 
determined by the Board of Directors in accordance with any applicable law. 

BB. The term Net Revenues shall mean Gross Revenues of the System, with respect to 
any period, after deducting the System’s Operation and Maintenance Expenses during such 
period. 

CC. The term New Series Bonds shall mean the Previously Issued New Series Bonds, 
the Bonds, and any Additional New Series Bonds hereafter issued by the Corporation. 

DD. The term Operation and Maintenance Expenses shall have the meaning ascribed 
thereto in the Contract. 

EE. The term Outstanding shall mean when used in this Resolution with respect to 
Bonds means, as of the date of determination, all Bonds issued and delivered under this 
Resolution, except: 

(1) those Bonds canceled by the Paying Agent/Registrar or delivered to the 
Paying Agent/Registrar for cancellation; 

(2) those Bonds for which payment has been duly provided by the 
Corporation in accordance with the provisions of Section 40 of this Resolution by the 
irrevocable deposit with the Paying Agent/Registrar, or an authorized escrow agent, of 
money or Government Securities, or both, in the amount necessary to fully pay the 
principal of, premium, if any, and interest thereon to maturity or redemption, as the case 
may be, provided that, if such Bonds are to be redeemed, notice of redemption thereof 
shall have been duly given pursuant to this Resolution or irrevocably provided to be 
given to the satisfaction of the Paying Agent/Registrar, or waived; and 

(3) those Bonds that have been mutilated, destroyed, lost, or stolen and 
replacement Bonds have been registered and delivered in lieu thereof as provided in 
Section 34 of this Resolution. 

FF. The term Overhead Expenses shall have the meaning ascribed thereto in the 
Contract. 

GG. The term Policy shall mean the Municipal Bond Insurance Policy issued by the 
Insurer that guarantees the scheduled payment of principal of and interest on the Bonds when 
due. 
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HH. The term Previously Issued New Series Bonds shall mean (i) $6,275,000 
“SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION CONTRACT REVENUE 
REFUNDING BONDS, NEW SERIES 2014”, dated September 1, 2014, (ii) 41,720,000 
“SCHERTZ/SEGUIN LOCAL GOVERNMENT CORPORATION CONTRACT REVENUE 
IMPROVEMENT AND REFUNDING BONDS, NEW SERIES 2015”, dated December 1, 2014, 
and (iii) obligations hereafter issued to refund any of the foregoing that are payable from and 
equally and ratably secured by a junior and inferior lien on and pledge of the Bond Payment 
portion of the Annual Payments as determined by the Board of Directors in accordance with any 
applicable law. 

II. The term Prior Lien Obligations shall mean (i) any bonds, notes, warrants, or 
other evidences of indebtedness which the Corporation reserves the right to issue or enter into, as 
the case may be, in the future under the terms and conditions provided in Section 20 of this 
Resolution and which are equally and ratably secured solely by a first and prior lien on and 
pledge of the Net Revenues of the System and (ii) obligations hereafter issued to refund any of 
the foregoing if issued in a manner so as to be payable from and secured by a first and prior lien 
on and pledge of the Net Revenues as determined by the Corporation’s Board in accordance with 
applicable law. 

JJ. The term Priority Bonds shall mean (i) those obligations heretofore issued by the 
Corporation and that remain Outstanding after the issuance of the Bonds, which Outstanding 
obligations are payable from and secured by a first and prior lien on and pledge of the Bond 
Payment portion of the Annual Payments, which lien and pledge is senior and superior to the lien 
thereon and pledge thereof securing the repayment of the New Series Bonds, being the: 

(1) $41,040,000 “SCHERTZ/SEGUIN LOCAL GOVERNMENT 
CORPORATION CONTRACT REVENUE BONDS, SERIES 2001”, dated February 1, 
2001, and 

(2) $22,140,000 “SCHERTZ/SEGUIN LOCAL GOVERNMENT 
CORPORATION CONTRACT REVENUE REFUNDING BONDS, SERIES 2010”, 
dated June 1, 2010. 

and (ii) obligations hereafter issued to refund any of the foregoing that are payable from 
and equally and ratably secured by a first and prior lien on and pledge of the Bond 
Payment portion of the Annual Payments as determined by the Board of Directors in 
accordance with any applicable law. 

KK. The term Project shall have the meaning ascribed in the preamble to this 
Resolution. 

LL. The term Purchasers shall mean the initial purchaser or purchasers of the Bonds 
named in Section 35 of this Resolution. 

MM. The term Rating Agency shall mean any nationally recognized securities rating 
agency which has assigned a rating to the Bonds. 
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NN. The term Renewal and Replacement Fund shall mean the special fund, creation 
and establishment under the Priority Bonds Resolutions of which is recognized by the 
Corporation in Section 15 of this Resolution. 

OO. The term Resolution shall mean this resolution adopted by the Corporation’s 
Board on ____________, 2016. 

PP. The term Special Project Bonds shall mean obligations which the Corporation 
expressly reserves the right to issue in Section 22 of this Resolution. 

QQ. The term Stated Maturity shall mean the annual principal payments of the Bonds 
payable on February 1 of each year, as set forth in Section 2 of this Resolution. 

RR. The term System shall mean the works, improvements, facilities, plants, 
equipment, appliances, property, easements, leaseholds, licenses, privileges, right of use or 
enjoyment, contract rights or other interests in property comprising the utility system of the 
Corporation, including the Project, now owned or to be hereafter purchased, constructed or 
otherwise acquired whether by deed, contract or otherwise, together with any additions or 
extensions thereto or improvements and replacements thereof, or the utility system of any other 
entity to which the Corporation has contractual rights of use, including the Project, except the 
facilities which the Corporation may purchase or acquire with the proceeds of the sale of Special 
Project Bonds, so long as such Special Project Bonds are outstanding, notwithstanding that such 
facilities may be physically connected with the System. 

SS. The term TWDB shall mean the Texas Water Development Board or any 
successor entity thereof. 

TT. The term TWDB Program shall have the meaning ascribed in Section 62 of the 
Resolution. 

SECTION 10: Pledge of the Bond Payment Portion of the Annual Payments; Availability 
of Net Revenues for Payment; Perfection of Security Interest. 

A. The Corporation hereby covenants and agrees that the Bond Payment portion of 
the Annual Payments, subject (but only subject) to the first and prior lien thereon and pledge 
thereof securing the repayment of the currently outstanding Priority Bonds, is hereby irrevocably 
pledged to the payment and security of the New Series Bonds including the establishment and 
maintenance of the special funds or accounts created and established for the payment and 
security thereof, as hereinafter provided.  It is hereby resolved that the New Series Bonds, and 
the interest thereon, shall constitute a lien on and pledge of the Bond Payment portion of the 
Annual Payments (subject only to the first and prior lien thereon and pledge thereof securing the 
repayment of the currently outstanding Priority Bonds) and shall be valid and binding without 
any physical delivery thereof or further act by the Corporation.  This lien on and pledge of the 
Bond Payment portion of the Annual Payments for the payment and security of the New Series 
Bonds, as heretofore described, shall be subject only to the first and prior lien thereon and pledge 
thereof securing the currently outstanding Priority Bonds and, at such time as no Priority Bonds 
are Outstanding, the lien on and pledge of the Bond Payment Portion of the Annual Payments 
securing the repayment of the New Series Bonds hereby created shall be elevated to a first and 
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prior lien position such that this lien and pledge shall be prior in right and claim as to any other 
indebtedness, liability, or obligation of the Corporation or the System with respect to the New 
Series Bonds. 

B. As an additional source of payment of Debt Service Requirements on the New 
Series Bonds, but not pledged as additional security therefor, the Corporation hereby reserves the 
right to utilize its Net Revenues for such lawful purpose, but any use of Net Revenues for the 
payment of New Series Bonds Debt Service Requirements shall be subject to the prior lien on 
and pledge of the Net Revenues securing the payment of any Additional Obligations hereafter 
issued by the Corporation. 

C. Chapter 1208, as amended, Texas Government Code applies to the issuance of the 
New Series Bonds and the lien on and pledge of Bond Payment portion of the Annual Payments 
granted by the Corporation under subsection A. of this Section, and such pledge is therefore 
valid, effective, and perfected.  If Texas law is amended at any time while the New Series Bonds 
are outstanding and unpaid such that the pledge of the Bond Payment portion of the Annual 
Payments granted by the Corporation is to be subject to the filing requirements of Chapter 9, 
Texas Business & Commerce Code, as amended, then in order to preserve to the registered 
owners of the New Series Bonds the perfection of the security interest in this pledge, the 
Corporation agrees to take such measures as it determines are reasonable and necessary under 
Texas law to comply with the applicable provisions of Chapter 9, Texas Business & Commerce 
Code, as amended and enable a filing to perfect the security interest in this pledge to occur. 

SECTION 11: Rates and Charges.  For the benefit of the Holders of the New Series 
Bonds and in addition to all provisions and covenants in the laws of the State of Texas and in this 
Resolution, the Corporation hereby expressly stipulates and agrees, while any of the New Series 
Bonds are Outstanding, to establish and maintain rates and charges for facilities and services 
afforded by the System, including the Annual Payments, that are reasonably expected, on the 
basis of available information and experience and with due allowance for contingencies, to 
produce Gross Revenues in each Fiscal Year sufficient: 

A. To pay all Operation and Maintenance Expenses, or any expenses required by 
statute to be a first claim on and charge against the Gross Revenues of the System; 

B. To produce Net Revenues, together with any other lawfully available funds, 
sufficient to pay the principal of and interest on any Prior Lien Obligations hereafter issued by 
the Corporation and the amounts required to be deposited in any reserve, contingency, or 
redemption fund or account created for the payment and security of any Prior Lien Obligations, 
and any other obligations or evidences of indebtedness issued or incurred that are payable from 
and secured solely by a prior and first lien on and pledge of the Net Revenues of the System; 

C. To produce Net Revenues, together with any other lawfully available funds, 
sufficient to pay the principal of and interest on any Junior Lien Obligations hereafter issued by 
the Corporation and the amounts required to be deposited in any reserve, contingency, or 
redemption fund or account created for the payment and security of any Junior Lien Obligations, 
and any other obligations or evidences of indebtedness issued or incurred that are payable from 
and secured solely by a junior and inferior lien on and pledge of the Net Revenues of the System; 
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D. To produce Net Revenues, together with any other lawfully available funds, 
sufficient to pay the principal of and interest on any Inferior Lien Obligations hereafter issued by 
the Corporation and the amounts required to be deposited in any reserve, contingency, or 
redemption fund or account created for the payment and security of any Inferior Lien 
Obligations, and any other obligations or evidences of indebtedness issued or incurred that are 
payable from and secured solely by a subordinate and inferior lien on and pledge of the Net 
Revenues of the System;  

E. To produce Net Revenues, together with any other lawfully available funds, 
including the Bond Payment portion of the Annual Payments, to pay the principal of and interest 
on the currently outstanding Priority Bonds as the same become due and payable and to deposit 
the amounts required to be deposited in any special fund or account, including the Priority 
Bonds’ debt service and debt service reserve funds and the Renewal and Replacement Fund 
heretofore created and established for the payment and security of the Priority Bonds; and 

F. To produce Net Revenues, together with any other lawfully available funds, 
including the Bond Payment portion of the Annual Payments, to pay the principal of and interest 
on the New Series Bonds as the same become due and payable and to deposit the amounts 
required to be deposited in any special fund or account, including the Bond Fund created herein 
and any debt service reserve fund hereafter created as additional security for any Additional New 
Series Bonds, created and established for the payment and security of the New Series Bonds. 

SECTION 12: System Fund.  The Corporation hereby ratifies, confirms and herein 
assumes the application for so long as any New Series Bonds are Outstanding its prior covenants 
and agreements made in the Priority Bonds Resolutions that the Gross Revenues of the System 
shall be deposited, as collected and received, into a separate fund or account previously created, 
established, and maintained with the Depository known as the “Schertz/Seguin Local 
Government Corporation Revenue Fund” (the System Fund) and that the Gross Revenues of the 
System shall be kept separate and apart from all other funds of the Corporation.  The Corporation 
covenants that the Overhead Expenses and Operation and Maintenance Expenses (each as 
defined in the Contract) shall be deposited upon receipt by the Corporation into the System Fund.  
All Gross Revenues deposited into the System Fund shall be pledged and appropriated to the 
extent required for the following uses and in the order of priority shown: 

FIRST: to the payment of all necessary and reasonable Operation and Maintenance 
Expenses as defined herein or required by statute, to be a first charge on and claim 
against the Gross Revenues of the System. 

SECOND: to the payment of the amounts required to be deposited into the bond, reserve, 
contingency, or redemption funds created and established for the payment of any 
Prior Lien Obligations hereafter issued by the Corporation as the same become 
due and payable. 

THIRD: to the payment of the amounts required to be deposited into the bond, reserve, 
contingency, or redemption funds created and established for the payment of any 
Junior Lien Obligations hereafter issued by the Corporation as the same become 
due and payable. 
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FOURTH: to the payment of the amounts required to be deposited into the bond, reserve, 
contingency, or redemption funds created and established for the payment of any 
Inferior Lien Obligations hereafter issued by the Corporation as the same become 
due and payable. 

FIFTH: to the payment of the amounts that must be deposited in any special funds or 
accounts, including the debt service and debt service reserve funds and the 
Renewal and Replacement Fund created and established for the payment and 
security of the currently outstanding Priority Bonds. 

SIXTH: to the payment of the amounts that must be deposited in any special funds or 
accounts, including the Bond Fund created herein and any debt service reserve 
fund hereafter created as additional security for any Additional New Series 
Bonds, created and established for the payment and security of the New Series 
Bonds. 

Any Net Revenues remaining in the 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 Corporation purpose now or hereafter permitted by law. 

SECTION 13: Bond Fund; Surplus Bond Proceeds.  For purposes of providing funds to 
pay the principal of and interest on the New Series Bonds as the same become due and payable, 
the Corporation agrees to maintain, at the Depository, a separate and special fund or account 
previously created and known as the “Schertz/Seguin Local Government Corporation Contract 
Revenue Bonds, Series Interest and Sinking Fund” (the Bond Fund).  The Corporation covenants 
that the Bond Payment portion of the Annual Payments shall be deposited upon receipt by the 
Corporation into the Bond Fund.  The Authorized Officials covenant that there shall be deposited 
into the Bond Fund prior to each principal and interest payment date from the available Bond 
Payment portion of the Annual Payments an amount equal to one hundred per cent (100%) of the 
amount required to fully pay the interest on and the principal of the New Series Bonds then 
falling due and payable, such deposits to pay maturing principal and accrued interest on the New 
Series Bonds to be made in substantially equal monthly installments on or before the tenth day of 
each month, beginning on or before the tenth day of the month next following the delivery of the 
Bonds to the Purchasers.  If the Bond Payment portion of the Annual Payments in any month are 
insufficient to make the required payments into the Bond Fund, then the amount of any 
deficiency in such payment shall be added to the amount otherwise required to be paid into the 
Bond Fund in the next month.  For the avoidance of doubt, and for purposes of clarity, the Bond 
Payment portion of the Annual Payments received by the Corporation from the Cities under the 
Contract shall be utilized by the Corporation, as received, in the following manner for so long as 
any Priority Bonds remain Outstanding: 

FIRST: to the payment of the amounts that must be deposited in any special funds or 
accounts, including the debt service and debt service reserve funds created and 
established for the payment and security of the currently outstanding Priority 
Bonds and the Renewal and Replacement Fund, in the times and in the amounts 
(if at all) specified in the Priority Bonds Resolutions. 
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SECOND: to the payment of the amounts that must be deposited in any special funds or 
accounts, including the Bond Fund, created and established for the payment and 
security of the New Series Bonds (and including any debt service reserve fund 
hereafter created as additional security for any Additional New Series Bonds).   

The required monthly deposits to the Bond Fund for the payment of principal of and 
interest on the New Series Bonds shall continue to be made as hereinabove provided until such 
time as (i) the total amount on deposit in the Bond Fund is equal to the amount required to fully 
pay and discharge all outstanding New Series Bonds (principal and interest) or (ii) the New 
Series Bonds are no longer Outstanding. 

Accrued interest, if any, received from the Purchasers, as well as any Net Revenues 
deposited to the Bond Fund at the Corporation’s discretion, shall be taken into consideration and 
reduce the amount of the monthly deposits hereinabove required to be deposited into the Bond 
Fund from the Bond Payment portion of the Annual Payments.  Additionally, any proceeds of 
the Bonds, and investment income thereon, not expended for authorized purposes shall be 
deposited into the Bond Fund and such amounts as deposited shall be taken into consideration 
and reduce the amount of monthly deposits required to be deposited into the Bond Fund from the 
Bond Payment portion of the Annual Payments. 

SECTION 14: Reserve Fund.  The Corporation hereby reserves the right to establish, at 
the time of issuance of any series of Additional New Series Bonds, a debt service reserve fund, 
as either a segregated fund created for the benefit of a particular series of Additional New Series 
Bonds or a combined fund applicable to all New Series Bonds at such time Outstanding, and to 
provide for the funding of any such debt service reserve fund in the manner (which may be in 
any manner then or thereafter permitted by applicable law) and amount as prescribed in the 
Corporation resolution authorizing the issuance of the series of Additional New Series Bonds in 
conjunction with which such reserve fund is created.  No debt service reserve was created in the 
issuance of the Previously Issued New Series Bonds or is created in connection with the issuance 
of the Bonds.   

SECTION 15: Renewal and Replacement Fund.  There has been previously created and 
established under the Priority Bonds Resolutions that there shall be maintained at the Depository, 
and accounted for separate and apart from all other funds of the Corporation a separate fund 
entitled the “Schertz/Seguin Local Government Corporation Contract Revenue Bonds Renewal 
and Replacement Fund” (the Renewal and Replacement Fund).  The amount deposited initially 
into the Renewal and Replacement Fund from proceeds of the previously issued Priority Bonds 
was $500,000.00 (the Emergency Amount) which amount may not be decreased while any 
Priority Bonds are Outstanding.  The Renewal and Replacement Fund shall be used for the 
purpose of (1) paying the costs of improvements, enlargements, extensions, additions, 
replacements, or other capital expenditures related to the System, or (2) paying the costs of 
unexpected or extraordinary repairs or replacements of the System for which System funds are 
not available, or (3) paying unexpected or extraordinary expenses of operation and maintenance 
of the System for which System funds are not otherwise available, or (4) paying the debt service 
requirements on the currently outstanding Priority Bonds for which other System revenues are 
not available, or (5) for any other lawful purpose in support of the System. 



 

27203742.5  -31- 

Though it has not exercised such right with respect to the issuance of the currently 
outstanding New Series Bonds, the Corporation hereby reserves the right to provide, in any 
prospective Corporation resolution authorizing the issuance of any series of Additional New 
Series Bonds, for an increase in the amount to be maintained from time to time in the Renewal 
and Replacement Fund and to provide that the amounts on deposit from time in the Renewal and 
Replacement Fund shall be available to pay debt service on the New Series Bonds subject to the 
prior use of any such proceeds to pay debt service on any Priority Bonds at such time 
Outstanding.  Such Corporation resolution shall provide for the manner of funding any resultant 
increase in the amount to be accumulated and maintained in the Repair and Replacement Fund in 
a manner permitted under the Priority Bonds Resolutions and other applicable law and that is not 
in conflict with terms and provisions of this Resolution.   

SECTION 16: Deficiencies – Excess Net Revenues. 

A. If on any occasion there shall not be a sufficient amount of the Bond Payment 
portion of the Annual Payments to make the required deposits into the Bond Fund, then such 
deficiency shall be cured as soon as possible from the next available unallocated Annual 
Payments, or from any other sources available for such purpose, and such payments shall be in 
addition to the amounts required to be paid into these Funds or accounts during such month or 
months.  Subject to making the required deposits to any funds or accounts securing any 
Additional Obligations or Priority Bonds, when and as required by any Corporation resolution 
authorizing a series of Additional Obligations or any Priority Bonds Resolution, respectively, the 
excess Net Revenues of the System may be used by the Corporation for any lawful purpose 
including, but not limited to, the payment of the Debt Service Requirements on or redemption of 
any New Series Bonds. 

B. Subject to making the required deposits to the Bond Fund when and as required 
by this Resolution or any resolution authorizing the issuance of Additional New Series Bonds or 
Additional Obligations, the excess Net Revenues of the System may be used by the Corporation 
for any lawful purpose including, but not limited to, the redemption of any Bonds Similarly 
Secured or New Series Bonds, as applicable. 

SECTION 17: Payment of Bonds.  While any of the New Series Bonds are Outstanding, 
any Authorized Official shall cause to be transferred to the Paying Agent/Registrar therefor, from 
funds on deposit in the Bond Fund, amounts sufficient to fully pay and discharge promptly each 
installment of interest on and principal of the New Series Bonds as such installment accrues or 
matures; such transfer of funds must be made in such manner as will cause immediately 
available funds to be deposited with the Paying Agent/Registrar for the New Series Bonds at the 
close of the business day next preceding the date a debt service payment is due on the New 
Series Bonds. 

SECTION 18: Investments.  Funds held in any Fund or account created, established, or 
maintained pursuant to this Resolution shall, at the option of the Corporation, be invested as 
permitted by the provisions of the Public Funds Investment Act, as amended, Chapter 2256, 
Texas Government Code, or any other law (collateralized pursuant to the Public Funds Collateral 
Act, as amended, Chapter 2257, Texas Government Code), and secured (to the extent not insured 
by the Federal Deposit Insurance Corporation) by obligations of the type hereinafter described, 
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including time deposits, certificates of deposit, guaranteed investment contracts, or similar 
contractual agreements, investments held in book-entry form, in securities including, but not 
limited to, direct obligations of the United States of America, obligations guaranteed or insured 
by the United States of America, which, in the opinion of the Attorney General of the United 
States, are backed by its full faith and credit or represent its general obligations, or invested in 
indirect obligations of the United States of America, including, but not limited to, evidences of 
indebtedness issued, insured, or guaranteed by such governmental agencies as the Federal Land 
Banks, Federal Intermediate Credit Banks, Banks for Cooperatives, Federal Home Loan Banks, 
Government National Mortgage Association, Farmers Home Administration, Federal Home 
Loan Mortgage Association, or Federal Housing Association; provided that all such deposits and 
investments shall be made in such a manner that the money required to be expended from any 
Fund or account will be available at the proper time or times.  Such investments (except State 
and Local Government Series investments held in book entry form, which shall at all times be 
valued at cost) shall be valued in terms of current market value within 45 days of the close of 
each Fiscal Year.  All interest and income derived from deposits and investments in the Bond 
Fund immediately shall be credited to, and any losses debited to, the Bond Fund.  All such 
investments shall be sold promptly when necessary to prevent any default in connection with the 
Bonds. 

SECTION 19: Issuance of Additional Bonds. 

A. The Corporation hereby covenants to not issue any Additional Priority Bonds. 

B. In addition to the right to issue bonds of subordinate and inferior lien as 
authorized by the laws of this State of Texas, the Corporation reserves the right hereafter to issue 
Additional New Series Bonds.  The Additional New Series Bonds, when issued, shall be payable 
from and secured by a lien on and pledge of the Bond Payment portion of the Annual Payments 
in the same manner and to the same extent as are the New Series Bonds at such time Outstanding 
and such Additional New Series Bonds and New Series Bonds at such time Outstanding shall in 
all respects be of equal dignity.  The Additional New Series Bonds may be issued in one or more 
installments provided, however, that no Additional New Series Bonds, shall be issued unless and 
until the following conditions have been met: 

(1) The Corporation is not then in default as to any covenant, condition or 
obligation prescribed in any Priority Bonds Resolution authorizing the issuance of 
Priority Bonds at such time outstanding and any resolution authorizing the issuance of the 
New Series Bonds at such time Outstanding or the Contract (including any amendment or 
supplement thereto). 

(2) A consulting engineer certifies to the Corporation the need for an 
estimated amount of additional financing required for completion, expansion, 
enlargement or improvement of the Project, if new money bonds are being issued. 

(3) The Cities  shall have approved the resolution(s) authorizing the issuance 
of the Additional New Series Bonds as to form and content and acknowledged that the 
payment of principal of and interest on such Additional New Series Bonds is payable, in 
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whole or in part, from the Bond Payment portion of the Annual Payments to be made by 
the Cities to the Corporation under and pursuant to the Contract. 

(4) The Additional New Series Bonds are made to mature on February 1 or 
August 1 or both in each of the years in which they are scheduled to mature. 

(5) The resolution authorizing the issuance of the Additional New Series 
Bonds provides for deposits to be made to the Bond Fund in amounts sufficient to pay the 
principal of and interest on such Additional New Series Bonds as the same become due. 

Outstanding New Series Bonds may be refunded (pursuant to any law then available) 
upon such terms and conditions as the Corporation’s Board may deem to be in the best interest of 
the Corporation. 

SECTION 20: Issuance of Prior Lien Obligations.  The Corporation also reserves the 
right to issue Prior Lien Obligations that are payable from and secured by a first and prior lien 
and pledge of the Net Revenues of the System.  The Corporation covenants and agrees, however, 
it will not issue any Prior Lien Obligations unless: 

A. Except for a refunding to cure a default, the Corporation is not then in default as 
to any covenant, condition or obligation prescribed by the resolutions authorizing the issuance of 
New Series Bonds. 

B. Each of the funds created solely for the payment of principal of and interest on the 
then-outstanding Priority Bonds and then-outstanding New Series Bonds contains the amounts of 
money then-required to be on deposit therein. 

In addition, the Prior Lien Obligations may be refunded pursuant to any law then 
available upon such terms and conditions as the Corporation’s Board may deem to be in the best 
interest of the Corporation and its inhabitants. 

SECTION 21: Obligations of Inferior Lien and Pledge.  The Corporation hereby reserves 
the right to issue, at any time, obligations including, but not limited to, Junior Lien Obligations 
and Inferior Lien Obligations payable from and secured, in whole or in part, by a lien on and 
pledge of the Net Revenues of the System, subordinate and inferior in rank and dignity to the lien 
on and pledge of such Net Revenues securing the payment of any Prior Lien Obligations 
hereafter issued by the Corporation as may be authorized by the laws of the State of Texas. 

SECTION 22: Special Project Bonds.  The Corporation further reserves the right to issue 
bonds in one or more installments for the purchase, construction, improvement, extension, 
replacement, enlargement or repair of utility facilities necessary under a contract or contracts 
with persons, corporations, municipal corporations, political subdivisions, or other entities, such 
bonds to be payable from and secured by the proceeds of such contract or contracts.  The 
Corporation further reserves the right to refund such bonds and secure the payment of the debt 
service requirements on the refunding bonds in the same manner or as otherwise permitted by the 
laws of the State of Texas. 
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SECTION 23: Maintenance of System - Insurance.  The Corporation covenants, agrees, 
and affirms its covenants that while the New Series Bonds remain outstanding it will maintain 
and operate the System with all possible efficiency and maintain casualty and other insurance on 
the properties of the System and its operations of a kind and in such amounts customarily carried 
by municipal corporations in the State of Texas engaged in a similar type of business (which may 
include an adequate program of self-insurance); and that it will faithfully and punctually perform 
all duties with reference to the System required by the laws of the State of Texas.  All money 
received from losses under such insurance policies, other than public liability policies, shall be 
retained for the benefit of the Holders of the New Series Bonds until and unless the proceeds are 
paid out in making good the loss or damage in respect of which such proceeds are received, 
either by replacing the property destroyed or repairing the property damaged, and adequate 
provision for making good such loss or damage must be made within ninety (90) days after the 
date of loss.  The payment of premiums for all insurance policies required under the provisions 
hereof shall be considered Operation and Maintenance Expenses.  Nothing in this Resolution 
shall be construed as requiring the Corporation to expend any funds which are derived from 
sources other than the operation of the System but nothing herein shall be construed as 
preventing the Corporation from doing so. 

SECTION 24: Records and Accounts - Annual Audit.  The Corporation covenants, 
agrees, and affirms its covenants that so long as any of the New Series Bonds remain 
outstanding, it will keep and maintain separate and  complete records and accounts pertaining to 
the operations of  the System in which complete and correct entries shall be made of all 
transactions relating thereto as provided by applicable law.  The Holders of the Bonds or any 
duly authorized agent or agents  of such Holders shall have the right to inspect the System and all 
properties comprising the same.  The Corporation further agrees that following (and in no event 
later than 150 days after) the close of each Fiscal Year, it will cause an audit of such books and 
accounts to be made by an independent firm of Certified Public Accountants which annual audit 
shall be prepared in accordance with generally accepted auditing standards.  Copies of each 
annual audit shall be furnished, without charge, (i) to the Texas Water Development Board, 
Attention:  Executive Administrator and (ii) upon written request, to and at the expense of such 
Holder, to any subsequent Holder thereof.  Expenses incurred in making the annual audit of the 
operations of the System are to be regarded as Operation and Maintenance Expenses. 

SECTION 25: Sale or Encumbrance of System.  While any New Series Bonds remain 
Outstanding, the Corporation will not sell, dispose of or, except as permitted in Sections 20, 21, 
22, 23, and 62, further encumber the Net Revenues of the System or any substantial part thereof; 
provided, however, that this provision shall not prevent the Corporation from disposing of any of 
the Project or the System which is being replaced or is deemed by the Corporation to be obsolete, 
worn out, surplus or no longer needed for the proper operation of the System.  Any agreement 
pursuant to which the Corporation contracts with a person, corporation, municipal corporation or 
political subdivision to operate the System or to lease and/or operate all or part of the System 
shall not be considered as an encumbrance of the System. 

SECTION 26: Competition.  To the extent it legally may, the Corporation will not grant 
any franchise or permit for the acquisition, construction or operation of any competing facilities 
which might be used as a substitute for the System and will prohibit the operation of any such 
competing facilities. 
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SECTION 27: Special Covenants.  The Corporation further covenants and agrees that: 

A. Encumbrance and Sale. 

(1) The Annual Payments and the Net Revenues have not in any manner been 
pledged to the payment of any debt or obligation of the Corporation except with respect 
to the currently Outstanding Priority Bonds and New Series Bonds are Outstanding, the 
Corporation will not, except as provided in this Resolution, additionally encumber any 
portion of the Annual Payments or the Net Revenues. 

(2) While the New Series Bonds are Outstanding, and except as specifically 
permitted in Section 20, 21, 22, 23, and 62, of this Resolution, the Corporation shall not 
mortgage, pledge, encumber, sell, lease, or otherwise dispose of or impair its title to the 
Net Revenues of the System or any significant or substantial part thereof.  

B. Title.  Subject to the provisions of Section 62 of the Resolution, the Corporation 
or the Cities lawfully owns or will own and is or will be lawfully possessed of the lands or 
easements upon which its System is and will be located, and has or will purchase good and 
indefeasible estate in such lands in fee simple, or has or will lawfully obtain any necessary 
easements to operate the System, and it warrants that it has or will obtain and will defend, the 
title to all the aforesaid lands and easements for the benefit of the owners of the New Series 
Bonds against the claims and demands of all persons whomsoever, that it is lawfully qualified to 
pledge the Bond Payment portion of the Annual Payments to the payment of the New Series 
Bonds, in the manner prescribed herein, and that it has lawfully exercised such rights. 

C. Liens.  The Corporation will from time to time and before the same become 
delinquent pay and discharge all taxes, assessments, and governmental charges, if any, which 
shall be lawfully imposed upon it, or its System, and it will pay all lawful claims for rents, 
royalties, labor, materials, and supplies which if unpaid might by law become a lien or charge 
upon its System, provided, however, that no such tax, assessment, or charge, and that no such 
claims which might be or other lien or charge, shall be required to be paid while the validity of 
the same shall be contested in good faith by the Corporation. 

D. Performance.  The Corporation will faithfully perform at all times any and all 
covenants, undertakings, stipulations, and provisions contained in the Contract and in the 
resolutions authorizing the issuance of New Series Bonds, and in each and every New Series 
Bond and pay from the Bond Payment portion of the Annual Payments the principal of and 
interest on every New Series Bond (subject to the payment obligations relating to the currently 
outstanding Priority Bonds, as specified in the Priority Bonds Resolutions) on the dates and in 
the places and manner prescribed in such resolutions and New Series Bonds; and that it will, at 
the times and in the manner prescribed (and subject to the payment requirements applicable to 
the currently outstanding Priority Bonds, as specified in the Priority Bonds Resolutions), deposit 
or cause to be deposited from the Bond Payment portion of the Annual Payments the amounts 
required to be deposited into the Bond Fund; and the Holder of the New Series Bonds may 
require the Corporation, its officials, agents, and employees to carry out, respect, or enforce the 
covenants and obligations of this Resolution or any resolution authorizing the issuance of 
Additional New Series Bonds including, but without limitation, the use and filing of mandamus 
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proceedings, in any court or competent jurisdiction, against the Corporation, its officials, agents, 
and employees. 

E. Legal Authority.  The Corporation is duly authorized under the laws of the State 
of Texas to issue the New Series Bonds; that all action on its part for the authorization and 
issuance of the New Series Bonds has been duly and effectively taken, and the New Series 
Bonds in the hands of the Holders thereof are and will be valid and enforceable special 
obligations of the Corporation in accordance with their terms. 

F. Budget.  The Corporation will prepare, adopt, and place into effect an annual 
budget (the Annual Budget) for operation and maintenance of the System for each Fiscal Year, 
including in each Annual Budget such items as are customarily and reasonably contained in a 
utility system budget under generally accepted accounting procedures. 

G. Permits.  The Corporation will comply with all of the terms and conditions of any 
and all franchises, permits, and authorizations applicable to or necessary with respect to the 
System and which have been obtained from any governmental agency; and the Corporation has 
or will obtain and keep in full force and effect all franchises, permits, authorizations, and other 
requirements applicable to or necessary with respect to the acquisition, construction, equipment, 
operation, and maintenance of the System. 

SECTION 28: Limited Obligations of the Corporation.  The New Series Bonds are 
limited, special obligations of the Corporation payable from and equally and ratably secured, 
together with the Previously Issued New Series Bonds and any Additional New Series Bonds 
hereafter issued by the Corporation, solely by a lien on and pledge of the Bond Payment portion 
of the Annual Payments at the level of priority specified in Section 10 hereof, and the Holders 
thereof shall never have the right to demand payment of the principal or interest on the New 
Series Bonds from any funds raised or to be raised through taxation by the Corporation. 

SECTION 29: Security of Funds.  All money on deposit in the Funds or accounts for 
which this Resolution makes provision (except any portion thereof as may be at any time 
properly invested as provided herein) shall be secured in the manner and to the fullest extent 
required by the laws of the State of Texas for the security of public funds (including as required 
by and in accordance with the Texas Public Funds Collateral Act, codified at Chapter 2257, as 
amended, Texas Government Code), and money on deposit in such Funds or accounts shall be 
used only for the purposes permitted by this Resolution. 

SECTION 30: Remedies in Event of Default.  In addition to all the rights and remedies 
provided by the laws of the State of Texas and specifically to confirm that the Purchasers have 
all rights and remedies available under Texas law hereunder, the Corporation covenants and 
agrees particularly that in the event the Corporation (a) defaults in the payments to be made to 
the Bond Fund, or (b) defaults in the observance or performance of any other of the covenants, 
conditions, or obligations set forth in this Resolution, the Holders of any of the New Series 
Bonds shall be entitled to seek a writ of mandamus issued by a court of proper jurisdiction 
compelling and requiring the governing body of the Corporation and other officers of the 
Corporation to observe and perform any covenant, condition, or obligation prescribed in this 
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Resolution or in the Contract.  In addition, the Holders shall be entitled to exercise any rights of 
enforcement against the Cities, as provided in the Contract. 

No delay or omission to exercise any right or power accruing upon any default shall 
impair any such right or power or shall be construed to be a waiver of any such default or 
acquiescence therein, and every such right and power may be exercised from time to time and as 
often as may be deemed expedient.  The specific remedy herein provided shall be cumulative of 
all other existing remedies and the specification of such remedy shall not be deemed to be 
exclusive. 

For the avoidance of doubt, for so long as the Purchasers are Holders of the Bonds, the 
Purchasers may exercise all remedies available to it at law or in equity, and any provision of this 
Resolution or the Bonds that attempts to restrict or limit this right to exercise remedies shall be 
of no force or effect. 

SECTION 31: Notices to Holders Waiver.  Wherever this Resolution provides for notice 
to Holders of any event, such notice shall be sufficiently given (unless otherwise herein 
expressly provided) if in writing and sent by United States Mail, first-class postage prepaid, to 
the address of each Holder appearing in the Security Register at the close of business on the 
business day next preceding the mailing of such notice. 

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

SECTION 32: Bonds Are Negotiable Instruments.  Each of the Bonds authorized herein 
shall be deemed and construed to be a “security” and as such a negotiable instrument with the 
meaning of the Chapter 8 of the Texas Uniform Commercial Code. 

SECTION 33: Cancellation.  All New Series Bonds surrendered for payment, transfer, 
redemption, exchange, or replacement, if surrendered to the Paying Agent/Registrar, shall be 
promptly canceled by it and, if surrendered to the Corporation, shall be delivered to the Paying 
Agent/Registrar and, if not already canceled, shall be promptly canceled by the Paying 
Agent/Registrar.  The Corporation may at any time deliver to the Paying Agent/Registrar for 
cancellation any New Series Bonds previously certified or registered and delivered which the 
Corporation may have acquired in any manner whatsoever, and all New Series Bonds so 
delivered shall be promptly canceled by the Paying Agent/Registrar.  All canceled New Series 
Bonds held by the Paying Agent/Registrar shall be destroyed as directed by the Corporation. 

SECTION 34: Mutilated, Destroyed, Lost, and Stolen Bonds.  If (1) any mutilated Bond 
is surrendered to the Paying Agent/Registrar, or the Corporation and the Paying Agent/Registrar 
receive evidence to their satisfaction of the destruction, loss, or theft of any Bond, and (2) there 
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is delivered to the Corporation and the Paying Agent/Registrar such security or indemnity as may 
be required to save each of them harmless, then, in the absence of notice to the Corporation or 
the Paying Agent/Registrar that such Bond has been acquired by a bona fide purchaser, the 
Corporation shall execute and, upon its request, the Paying Agent/Registrar shall register and 
deliver, in exchange for or in lieu of any such mutilated, destroyed, lost, or stolen Bond, a new 
Bond of the same Stated Maturity and interest rate and of like tenor and principal amount, 
bearing a number not contemporaneously outstanding. 

In case any such mutilated, destroyed, lost, or stolen Bond has become or is about to 
become due and payable, the Corporation in its discretion may, instead of issuing a new Bond, 
pay such Bond. 

Upon the issuance of any new Bond or payment in lieu thereof, under this Section, the 
Corporation may require payment by the Holder of a sum sufficient to cover any tax or other 
governmental charge or fee imposed in relation thereto and any other expenses (including 
attorney’s fees and the fees and expenses of the Paying Agent/Registrar) connected therewith. 

Every new Bond issued pursuant to this Section in lieu of any mutilated, destroyed, lost, 
or stolen Bond shall constitute a replacement of the prior obligation of the Corporation, whether 
or not the mutilated, destroyed, lost, or stolen Bond shall be at any time enforceable by anyone, 
and shall be entitled to all the benefits of this Resolution equally and ratably with all other 
Outstanding Bonds. 

The provisions of this Section are exclusive and shall preclude (to the extent lawful) all 
other rights and remedies with respect to the replacement and payment of mutilated, destroyed, 
lost, or stolen Bonds. 

SECTION 35: Sale of the Bonds; Approval of Private Placement Memorandum; Use of 
Bond Proceeds.  The sale of the Bonds to the Texas Water Development Board (the Purchasers 
and having all the rights, benefits, and obligations of a Holder) at the price of par, less the 
origination fee of $__________ pursuant to a loan commitment received from the Purchasers is 
hereby confirmed.  The pricing and terms of the sale of the Bonds are hereby found and 
determined to be the most advantageous reasonably obtainable by the Corporation.  Delivery of 
the Bonds to the Purchasers shall occur as soon as practicable after the adoption of this 
Resolution, upon payment therefor in accordance with the terms of loan commitment, and this 
Resolution. 

The Private Placement Memorandum (the Private Placement Memorandum) related to 
the Bonds and presented to the Corporation’s Board in connection with this Resolution is hereby 
approved.  Any Authorized Official is hereby directed to deliver the Private Placement 
Memorandum to the Purchasers in satisfaction of the prerequisite of the Purchasers to receive the 
Private Placement Memorandum prior to their purchase of the Bonds. 
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Proceeds from the sale of the Bonds shall be applied as follows: 

(1) Accrued interest, if any, and capitalized interest (in the amount of $__________) 
received from the Purchasers shall be deposited into the Bond Fund.  As interest accrues from 
the date of initial delivery of the Bonds to the Purchasers (the Closing Date), there will be no 
accrued interest. 

(2) A portion of the proceeds shall be deposited into the special construction account or 
accounts created for the Project to be constructed with the proceeds of the Bonds or to pay the 
costs of issuance of the Bonds.  This special construction account shall be established and 
maintained at the Depository and shall be invested in accordance with the provisions of Section 
18 of this Resolution.  Interest earned on the proceeds of the Bonds pending completion of 
construction of the projects financed with such proceeds shall be accounted for, maintained, 
deposited, and expended as permitted by the provisions of  Chapter 1201, as amended, Texas 
Government Code, or as required by any other applicable law.  Thereafter, such amounts shall be 
expended in accordance with Section 13 of this Resolution. 

SECTION 36: Compliance with Purchasers’ Rules and Regulations.  The Corporation 
will comply with all of the requirements contained in the resolution or resolutions adopted by the 
Purchasers with respect to the issuance of the Bonds.  In addition, in compliance with the 
Purchasers’ SWIFT Loan Program Rules, the Corporation agrees and covenants: 

A. to keep and maintain full and complete records and accounts pertaining to the 
construction of the project financed with the proceeds of sale of the Bonds, including the 
Construction Fund (defined herein), in accordance with the standards set forth by the 
Government Accounting Standard Board; 

B. to create and establish at the Depository a “SWIFT Program Loan Construction 
Fund” (the Construction Fund) for the receipt and disbursement of all proceeds from the sale of 
the Bonds and all other funds acquired by the Corporation in connection with the planning and 
construction of the projects financed, in whole or in part, by the Purchasers pursuant to the loan 
evidenced by the Bonds and all funds deposited to the credit of the Construction Fund shall be 
disbursed only for the payment of costs and expenses incurred in connection with the planning 
and building of such projects as approved by the Purchasers and as otherwise allowed by the 
rules and in accordance with the provisions of Chapter 15, 16, or 17 of the Texas Water Code, as 
amended; 

C. to provide the Purchasers with copies of “as built plans” pertaining to the projects 
financed, in whole or in part, with any funds of the Purchasers; 

D. upon completion of the construction of the projects financed, in whole or in part, 
by the loan evidenced by the Bonds, to provide a final accounting to the Purchasers of the total 
costs of the projects.  Thereafter, the Corporation shall submit a final accounting and a final 
funds registration form to the Executive Administrator, or his designee within 60 days of the 
Corporation’s receipt of the certificate of approval for the final pricing construction contract and 
the final inspection receipt.  Upon receipt of this information, the Purchasers shall within 60 days 
of receipt of this information provide written direction of the Corporation of the course of action 
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to be taken with respect to such surplus funds.  If the projects as finally completed are built at a 
total cost less than the amount of available funds for building the projects, or if the Executive 
Administrator of the Purchasers disapproves construction of any portion of such projects as not 
being in accordance with the plans and specifications, the Corporation agrees to immediately, 
with filing of the final accounting, return to the Purchasers the amount of any such excess and/or 
the cost determined by the Executive Administrator of the Purchasers relating to the parts of such 
projects not built in accordance with the plans and specifications, to the nearest multiple of the 
authorized denominations for the Bonds, upon the surrender and cancellation of a like amount of 
the appropriate series of such Bonds held by the Purchasers in inverse order of their Stated 
Maturities by (i) the effectuation of a redemption of such amount of Bonds pursuant to Section 
4.A. hereof, (ii) the deposit into the Bond Fund for the next scheduled payment of interest or 
principal on the Bonds, or (iii) spending such amount on other eligible project costs as authorized 
by the Executive Administrator.  In determining the amount of available funds for building the 
project, the Corporation agrees to account for all amounts deposited to the credit of the 
Construction Fund, including all loan funds extended by the Purchasers, all other funds available 
from the projects as described in the project engineer’s or fiscal representative’s sufficiency of 
funds statement and all interest earned by the Corporation on money in the Construction Fund; 

E. in addition to the requirements contained in Section 23 hereof, to maintain 
adequate insurance coverage on the projects financed with the proceeds of the Bonds in amounts 
adequate to protect the Purchasers’ interest; 

F. in addition to the requirements contained in Section 24 hereof, to maintain 
current, accurate, and complete records and accounts necessary to demonstrate compliance with 
financial assistance related legal and contractual provisions; 

G. to implement any water conservation program required by the Purchasers until all 
financial obligations to the Purchasers have been discharged; 

H. to comply with any special conditions, if any, specified by the Corporation’s 
water conservation plan maintained in accordance with 31 TAC 363.15, as well as any 
environmental determination until all financial obligations to the Purchasers have been 
discharged;  

I. to abide by the Purchasers’ rules and relevant state statutes, including, but not 
limited to, the Purchasers’ pre-design funding procedures;  

J. to not use Bond proceeds to pay for the cost of sampling, testing, removing or 
disposing of injection well fluids, brine concentration, municipal solid wastes, soils and/or media 
contaminated by hazardous substances, and for managing and disposing of any other hazardous 
substances, including (but not limited to) radioactive substances and low-level radioactive 
wastes, that may be generated at the project site during planning, design, and construction 
activities; 

K. loan proceeds shall not be used by the Corporation when sampling, testing, 
removing or disposing of contaminated soils and/or media at the project site and the Corporation 
also agrees, to the extent permitted by law, to indemnify, hold harmless and protect the 
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Purchasers from any and all claims, causes of action or damages to the person or property of 
third parties arising from the sampling, analysis, transport, storage, treatment, and disposition of 
any contaminated sewage sludge, contaminated sediments and/or contaminated media that may 
be generated by the Corporation, its contractors, consultants, agents, officials, and employees 
during the course of the project; 

L. to apply for and obtain all permits, licenses, letter authorizations, notifications of 
solid waste registration, notices of intent and other regulatory approvals that may be required by 
those federal, state, regional, and local governmental entities responsible for regulating 
environmental, health and safety, and transportation-related matters arising from or pertaining to 
the generation, management, and disposal of all municipal solid wastes, radioactive substances, 
and low-level radioactive-wastes that may be generated as the result of the planning, design, and 
construction of the project financed with Bond proceeds, including (but not necessarily limited 
to) surface water discharge permit(s), stormwater permits, underground injection control permits, 
solid waste facility registrations, notifications, and/or permits, hazardous waste permits, 
radioactive materials management licenses, and low-level radioactive waste permits, 
registrations, and exemptions; 

M. the Corporation shall report to the Purchasers the amounts of project funds, if any, 
that were used to compensate historically underutilized businesses that worked on the project, in 
accordance with 31 TAC § 363.1312; 

N. to notify the Executive Administrator of the Purchasers prior to taking any actions 
to alter the legal status of the Corporation’s Board in any manner (such as by conversion to a 
conservation and reclamation district or a sale-transfer-merger with another retail public utility 
that results in a change in governance of the System) and to receive approval from the Purchasers 
of any action to convey the Corporation’s obligations to the Purchasers, as the Holder of the 
Bonds, to another entity; 

O. to not use any portion of the Bond proceeds, directly or indirectly, to acquire or to 
replace funds which were used, directly or indirectly, to acquire Nonpurpose Investments (as 
defined in Section 38 hereof) which produce a yield materially higher than the yield on the 
Purchasers’ bonds that are used to provide the Purchasers with proceeds that it will use to 
purchase the Bonds (the Source Series Bonds), other than Nonpurpose Investments acquired 
with: 

(1) Proceeds of the Source Series Bonds invested for a reasonable temporary 
period of up to three (3) years (reduced by the period of investment by the Purchasers) 
until such proceeds are needed for the facilities to be financed; 

(2) Amounts invested in a bona fide debt service fund, within the meaning of 
§1.148-1(b) of the Regulations (as defined in Section 38 hereof); and 

(3) Amounts deposited in any reasonably required reserve or replacement 
fund to the extent such amounts do not exceed the least of maximum annual debt service 
on the Bonds, 125% of average annual debt service on the Bonds, or 10% of the stated 
principal amount (or, in the case of a discount, the issue price) of the Bonds; and 
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(4) to not acquire any of the Source Series Bonds in an amount related to the 
amount of the Bonds. 

SECTION 37: Application to Texas Water Development Board.  The Corporation’s 
Board ratifies and confirms its prior approval of the form and content of the Application to the 
Texas Water Development Board (the Application) prepared in connection with the sale of the 
Bonds and hereby approves the form and content of any addenda, supplement, or amendment 
thereto. 

SECTION 38: Covenants to Maintain Tax-Exempt Status. 

A. Definitions.  When used in this Section, the following terms have the following 
meanings: 

“Closing Date” means the date on which the Bonds are first authenticated and 
delivered to the initial purchasers against payment therefor. 

“Code” means the Internal Revenue Code of 1986, as amended by all legislation, 
if any, effective on or before the Closing Date. 

“Computation Date” has the meaning set forth in Section 1.148-1(b) of the 
Regulations. 

“Gross Proceeds” means any proceeds as defined in Section 1.148-1(b) of the 
Regulations, and any replacement proceeds as defined in Section 1.148-1(c) of the 
Regulations, of the Bonds. 

“Investment” has the meaning set forth in Section 1.148-1(b) of the Regulations. 

“Nonpurpose Investment” means any investment property, as defined in 
section 148(b) of the Code, in which Gross Proceeds of the Bonds are invested and which 
is not acquired to carry out the governmental purposes of the Bonds. 

“Rebate Amount” has the meaning set forth in Section 1.148-1(b) of the 
Regulations. 

“Regulations” means any proposed, temporary, or final Income Tax Regulations 
issued pursuant to sections 103 and 141 through 150 of the Code, and 103 of the Internal 
Revenue Code of 1954, which are applicable to the Bonds.  Any reference to any specific 
Regulation shall also mean, as appropriate, any proposed, temporary or final Income Tax 
Regulation designed to supplement, amend or replace the specific Regulation referenced. 
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“Yield” of 

(1) any Investment has the meaning set forth in Section 1.148-5 of the 
Regulations; and 

(2) the Bonds has the meaning set forth in Section 1.148-4 of the Regulations. 

B. Not to Cause Interest to Become Taxable.  The Corporation shall not use, permit 
the use of, or omit to use Gross Proceeds or any other amounts (or any property the acquisition, 
construction or improvement of which is to be financed or refinanced directly or indirectly with 
Gross Proceeds) in a manner which if made or omitted, respectively, would cause the interest on 
any Bond to become includable in the gross income, as defined in section 61 of the Code, of the 
owner thereof for federal income tax purposes.  Without limiting the generality of the foregoing, 
unless and until the Corporation receives a written opinion of counsel nationally recognized in 
the field of municipal bond law to the effect that failure to comply with such covenant will not 
adversely affect the exemption from federal income tax of the interest on any Bond, the 
Corporation shall comply with each of the specific covenants in this Section. 

C. No Private Use or Private Payments.  Except to the extent that it will not cause the 
Bonds to become “private activity bonds” within the meaning of section 141 of the Code and the 
Regulations and rulings thereunder, the Corporation shall at all times prior to the last Stated 
Maturity of Bonds: 

(1) exclusively own, operate and possess all property the acquisition, 
construction or improvement of which is to be financed or refinanced directly or 
indirectly with Gross Proceeds of the Bonds, and not use or permit the use of such Gross 
Proceeds (including all contractual arrangements with terms different than those 
applicable to the general public) or any property acquired, constructed or improved with 
such Gross Proceeds in any activity carried on by any person or entity (including the 
United States or any agency, department and instrumentality thereof) other than a state or 
local government, unless such use is solely as a member of the general public; and 

(2) not directly or indirectly impose or accept any charge or other payment by 
any person or entity who is treated as using Gross Proceeds of the Bonds or any property 
the acquisition, construction or improvement of which is to be financed or refinanced 
directly or indirectly with such Gross Proceeds, other than taxes of general application 
within the Corporation or interest earned on investments acquired with such Gross 
Proceeds pending application for their intended purposes. 

D. No Private Loan.  Except to the extent that it will not cause the Bonds to become 
“private activity bonds” within the meaning of section 141 of the Code and the Regulations and 
rulings thereunder, the Corporation shall not use Gross Proceeds of the Bonds to make or finance 
loans to any person or entity other than a state or local government.  For purposes of the 
foregoing covenant, such Gross Proceeds are considered to be “loaned” to a person or entity if:  
(1) property acquired, constructed or improved with such Gross Proceeds is sold or leased to 
such person or entity in a transaction which creates a debt for federal income tax purposes; 
(2) capacity in or service from such property is committed to such person or entity under a 
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take-or-pay, output or similar contract or arrangement; or (3) indirect benefits, or burdens and 
benefits of ownership, of such Gross Proceeds or any property acquired, constructed or improved 
with such Gross Proceeds are otherwise transferred in a transaction which is the economic 
equivalent of a loan. 

E. Not to Invest at Higher Yield.  Except to the extent that it will cause the Bonds to 
become “arbitrage bonds” within the meaning of section 148 of the Code and the Regulations 
and rulings thereunder, the Corporation shall not at any time prior to the final Stated Maturity of 
the Bonds directly or indirectly invest Gross Proceeds in any Investment, if as a result of such 
investment the Yield of any Investment acquired with Gross Proceeds, whether then held or 
previously disposed of, materially exceeds the Yield of the Bonds. 

F. Not Federally Guaranteed.  Except to the extent permitted by section 149(b) of the 
Code and the Regulations and rulings thereunder, the Corporation shall not take or omit to take 
any action which would cause the Bonds to be federally guaranteed within the meaning of 
section 149(b) of the Code and the Regulations and rulings thereunder. 

G. Information Report.  The Corporation shall timely file the information required by 
section 149(e) of the Code with the Secretary of the Treasury on Form 8038-G or such other 
form and in such place as the Secretary may prescribe. 

H. Rebate of Arbitrage Profits.  Except to the extent otherwise provided in section 
148(f) of the Code and the Regulations and rulings thereunder: 

(1) The Corporation shall account for all Gross Proceeds (including all 
receipts, expenditures and investments thereof) on its books of account separately and 
apart from all other funds (and receipts, expenditures and investments thereof) and shall 
retain all records of accounting for at least six years after the day on which the last 
Outstanding Bond is discharged.  However, to the extent permitted by law, the 
Corporation may commingle Gross Proceeds of the Bonds with other money of the 
Corporation, provided that the Corporation separately accounts for each receipt and 
expenditure of Gross Proceeds and the obligations acquired therewith. 

(2) Not less frequently than each Computation Date, the Corporation shall 
calculate the Rebate Amount in accordance with rules set forth in section 148(f) of the 
Code and the Regulations and rulings thereunder.  The Corporation shall maintain such 
calculations with its official transcript of proceedings relating to the issuance of the 
Bonds until six years after the final Computation Date. 

(3) As additional consideration for the purchase of the Bonds by the 
Purchasers and the loan of the money represented thereby and in order to induce such 
purchase by measures designed to insure the excludability of the interest thereon from the 
gross income of the owners thereof for federal income tax purposes, the Corporation shall 
pay to the United States out of the Bond Fund or its general fund, as permitted by 
applicable Texas statute, regulation or opinion of the Attorney General of the State of 
Texas, the amount that when added to the future value of previous rebate payments made 
for the Bonds equals i) in the case of a Final Computation Date as defined in 
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Section 1.148-3(e)(2) of the Regulations, one hundred percent (100%) of the Rebate 
Amount on such date; and ii) in the case of any other Computation Date, ninety percent 
(90%) of the Rebate Amount on such date.  In all cases, the rebate payments shall be 
made at the times, in the installments, to the place and in the manner as is or may be 
required by section 148(f) of the Code and the Regulations and rulings thereunder, and 
shall be accompanied by Form 8038-T or such other forms and information as is or may 
be required by section 148(f) of the Code and the Regulations and rulings thereunder. 

(4) The Corporation shall exercise reasonable diligence to assure that no 
errors are made in the calculations and payments required by paragraphs (2) and (3), and 
if an error is made, to discover and promptly correct such error within a reasonable 
amount of time thereafter, (and in all events within one hundred eighty (180) days after 
discovery of the error), including payment to the United States of any additional Rebate 
Amount owed to it, interest thereon, and any penalty imposed under Section 1.148-3(h) 
of the Regulations. 

I. Not to Divert Arbitrage Profits.  Except to the extent permitted by section 148 of 
the Code and the Regulations and rulings thereunder, the Corporation shall not, at any time prior 
to the earlier of the Stated Maturity or final payment of the Bonds, enter into any transaction that 
reduces the amount required to be paid to the United States pursuant to Subsection H of this 
Section because such transaction results in a smaller profit or a larger loss than would have 
resulted if the transaction had been at arm’s length and had the Yield of the Bonds not been 
relevant to either party. 

J. Bonds Not Hedge Bonds. 

(1) The Corporation reasonably expects to spend at least 85% of the 
spendable proceeds of the Bonds within three years after such Bonds are issued. 

(2) Not more than 50% of the proceeds of the Bonds will be invested in 
Nonpurpose Investments having a substantially guaranteed Yield for a period of 4 years 
or more. 

K. Elections.  The Corporation hereby directs and authorizes any Authorized 
Official, either or any combination of the foregoing, to make such elections in the Certificate as 
to Tax Exemption or similar or other appropriate certificate, form, or document permitted or 
required pursuant to the provisions of the Code or the Regulations, as they deem necessary or 
appropriate in connection with the Bonds.  Such elections shall be deemed to be made on the 
Closing Date. 

SECTION 39: Control and Custody of Bonds.  The President of the Corporation’s Board 
of Directors shall be and is hereby authorized to take and have charge of all necessary orders and 
records pending investigation by the Attorney General of the State of Texas, and shall take and 
have charge and control of the Bonds pending their approval by the Attorney General, the 
registration thereof by the Comptroller of Public Accounts and the delivery of the Bonds to the 
Purchasers. 
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Furthermore, any Authorized Official, either or all, are hereby authorized and directed to 
furnish and execute such documents relating to the Corporation and its financial affairs as may 
be necessary for the issuance of the Bonds, the approval of the Attorney General and their 
registration by the Comptroller of Public Accounts and, together with the Corporation’s 
Financial Advisors, Bond Counsel, and the Paying Agent/Registrar, make the necessary 
arrangements for the delivery of the Initial Bonds to the Purchasers and, when requested in 
writing by the Purchasers, the initial exchange thereof for definitive Bonds. 

SECTION 40: Satisfaction of Obligation of Corporation.  If the Corporation shall pay or 
cause to be paid, or there shall otherwise be paid to the Holders, the principal of, premium, if 
any, and interest on the New Series Bonds, at the times and in the manner stipulated in this 
Resolution, then the lien on and pledge of the Bond Payment portion of the Annual Payments 
under this Resolution and all covenants, agreements, and other obligations. of the Corporation to 
the Holders shall thereupon cease, terminate, and be discharged and satisfied. 

New Series Bonds, or any principal amount(s) thereof, shall be deemed to have been paid 
within the meaning and with the effect expressed above in this Section when (i) money sufficient 
to pay in full such New Series Bonds or the principal amount(s) thereof on or prior to Stated 
Maturity or to the redemption date therefor, together with all interest due thereon, shall have 
been irrevocably deposited with and held in trust by the Paying Agent/Registrar or an authorized 
escrow agent, and/or (ii) Government Securities shall have been irrevocably deposited in trust 
with the Paying Agent/Registrar, or an authorized escrow agent, which Government Securities 
have, in the case of a net defeasance, been certified by an independent accounting firm to mature 
as to principal and interest in such amounts and at such times as will insure the availability, 
without reinvestment, of sufficient money, together with any money deposited therewith, if any, 
to pay when due the principal of and interest on such New Series Bonds, or the principal 
amount(s) thereof, on and prior to the Stated Maturity thereof or (if notice of redemption has 
been duly given or waived or if irrevocable arrangements therefor acceptable to the Paying 
Agent/Registrar have been made) the redemption date thereof for the Bonds.  In the event of a 
gross defeasance of the Bonds, the Corporation shall deliver a certificate from its Financial 
Advisors, the Paying Agent/Registrar, or another qualified third party concerning the deposit of 
cash and/or Government Securities to pay, when due, the principal of, redemption premium (if 
any), and interest due on any defeased Bonds.  The Corporation covenants that no deposit of 
money or Government Securities will be made under this Section and no use made of any such 
deposit which would cause the Bonds to be treated as arbitrage bonds within the meaning of 
section 148 of the Code (as defined in Section 38).  As long as the Purchasers hold all of the 
Bonds the Corporation will give the Purchasers notice of the creation of any escrow pursuant to 
this Section.  Failure to give such notice shall not affect the validity or effectiveness of the 
creation of such an escrow. 

Any money so deposited with the Paying Agent/Registrar, and all income from 
Government Securities held in trust by the Paying Agent/Registrar, or an authorized escrow 
agent, pursuant to this Section which is not required for the payment of the New Series Bonds, or 
any principal amount(s) thereof, or interest thereon with respect to which such money has been 
so deposited shall be remitted to the Corporation or deposited as directed by the Corporation.  
Furthermore, any money held by the Paying Agent/Registrar for the payment of the principal of 
and interest on the New Series Bonds and remaining unclaimed for a period of four (4) years 



 

27203742.5  -47- 

after the Stated Maturity, or applicable redemption date, of the New Series Bonds such money 
was deposited and is held in trust to pay shall upon the request of the Corporation be remitted to 
the Corporation against a written receipt therefor, subject to the unclaimed property laws of the 
State of Texas. 

Notwithstanding any other provision of this Resolution to the contrary, it is hereby 
provided that any determination not to redeem defeased New Series Bonds that is made in 
conjunction with the payment arrangements specified in (i) or (ii) above shall not be irrevocable, 
provided that: (1) in the proceedings providing for such defeasance, the Corporation expressly 
reserves the right to call the defeased New Series Bonds for redemption; (2) gives notice of the 
reservation of that right to the owners of the defeased New Series Bonds immediately following 
the defeasance; (3) directs that notice of the reservation be included in any redemption notices 
that it authorizes; and (4) at the time of the redemption, satisfies the conditions of (i) or (ii) above 
with respect to such defeased debt as though it was being defeased at the time of the exercise of 
the option to redeem the defeased New Series Bonds, after taking the redemption into account in 
determining the sufficiency of the provisions made for the payment of the defeased New Series 
Bonds.  

SECTION 41: Authorization of Escrow Agreement.  The Corporation’s Board hereby 
finds and determines that it is in the best interest of the Corporation to authorize the execution of 
an Escrow Agreement, to comply with the Purchasers’ rules and regulations and provide for the 
installment deliveries of the proceeds of the Bonds to the Purchasers, if any.  A copy of the 
Escrow Agreement is attached hereto, in substantially final form, as Exhibit B, and is 
incorporated by reference to the provisions of this Resolution for all purposes.  Any Authorized 
Official is authorized to execute the Escrow Agreement as the act and deed of the Corporation’s 
Board. 

SECTION 42: Resolution a Contract; Amendments - Outstanding Bonds.  The 
Corporation acknowledges that the covenants and obligations of the Corporation herein 
contained are a material inducement to the purchase of the New Series Bonds.  This Resolution 
shall constitute a contract with the Holders from time to time, binding on the Corporation and its 
successors and assigns, and it shall not be amended or repealed by the Corporation so long as any 
New Series Bond remains Outstanding except as permitted in this Section.  The Corporation 
may, without the consent of any Holders, from time to time and at any time, amend this 
Resolution in any manner not detrimental to the interests of the Holders, including the curing of 
any ambiguity, inconsistency, or formal defect or omission herein.  In addition, the Corporation 
may, with the written consent of Holders holding a majority in aggregate principal amount of the 
New Series Bonds then Outstanding affected thereby, amend, add to, or rescind any of the 
provisions of this Resolution; provided that, without the consent of all Holders of Outstanding 
New Series Bonds, no such amendment, addition, or rescission shall (1) extend the time or times 
of payment of the principal of and interest on the New Series Bonds, reduce the principal amount 
thereof or the rate of interest thereon, or in any other way modify the terms of payment of the 
principal of, the redemption price therefor, or interest on the New Series Bonds, (2) give any 
preference to any New Series Bond over any other New Series Bond, or (3) reduce the aggregate 
principal amount of New Series Bonds required for consent to any such amendment, addition, or 
rescission. 
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SECTION 43: Printed Opinion.  The Purchasers’ obligation to accept delivery of the 
Bonds is subject to its being furnished a final opinion of Norton Rose Fulbright US LLP, San 
Antonio, Texas, as Bond Counsel, approving certain legal matters as to the Bonds, this opinion 
to be dated and delivered as of the date of initial delivery and payment for such Bonds.  Printing 
of a true and correct copy of this opinion on the reverse side of each of said Bonds, with 
appropriate certificate pertaining thereto executed by facsimile signature of the Secretary of the 
Corporation’s Board is hereby approved and authorized. 

SECTION 44: CUSIP Numbers.  CUSIP numbers may be printed or typed on the 
definitive Bonds.  It is expressly provided, however, that the presence or absence of CUSIP 
numbers on the definitive Bonds shall be of no significance or effect as regards the legality 
thereof, and neither the Corporation nor attorneys approving said Bonds as to legality are to be 
held responsible for CUSIP numbers incorrectly printed or typed on the definitive Bonds. 

SECTION 45: Effect of Headings.  The Section headings herein are for convenience only 
and shall not affect the construction hereof. 

SECTION 46: Benefits of Resolution.  Nothing in this Resolution, expressed or implied, 
is intended or shall be construed to confer upon any person other than the Corporation, the Cities, 
Bond Counsel, the Paying Agent/Registrar, the Purchasers, and the Holders, any right, remedy, 
or claim, legal or equitable, under or by reason of this Resolution or any provision hereof, this 
Resolution and all its provisions being intended to be and being for the sole and exclusive benefit 
of the Corporation, the Cities, Bond Counsel, the Paying Agent/Registrar, the Purchasers, and the 
Holders. 

SECTION 47: Inconsistent Provisions.  All orders and resolutions, or parts thereof, which 
are in conflict or inconsistent with any provision of this Resolution are hereby repealed to the 
extent of such conflict, and the provisions of this Resolution shall be and remain controlling as to 
the matters resolved herein. 

SECTION 48: Governing Law.  This Resolution shall be construed and enforced in 
accordance with the laws of the State of Texas and the United States of America. 

SECTION 49: Severability.  If any provision of this Resolution or the application thereof 
to any person or circumstance shall be held to be invalid, the remainder of this Resolution and 
the application of such provision to other persons and circumstances shall nevertheless be valid, 
and the Corporation’s Board hereby declares that this Resolution would have been enacted 
without such invalid provision. 

SECTION 50: Construction of Terms.  If appropriate in the context of this Resolution, 
words of the singular number shall be considered to include the plural, words of the plural 
number shall be considered to include the singular, and words of the masculine, feminine or 
neuter gender shall be considered to include the other genders. 

SECTION 51: Incorporation of Preamble Recitals.  The recitals contained in the 
preamble hereof are hereby found to be true, and such recitals are hereby made a part of this 
Resolution for all purposes and are adopted as a part of the judgment and findings of the 
Corporation’s Board. 
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SECTION 52: Authorization of Paying Agent/Registrar Agreement.  The Corporation’s 
Board hereby finds and determines that it is in the best interest of the Corporation to authorize 
the execution of a Paying Agent/Registrar Agreement pertaining to the payment, registration, 
transferability, and exchange of the Bonds.  A copy of the Paying Agent/Registrar Agreement is 
attached hereto, in substantially final form, as Exhibit A and is incorporated by reference to the 
provisions of this Resolution. 

SECTION 53: Public Meeting.  It is officially found, determined, and declared that the 
meeting at which this Resolution is adopted was open to the public and public notice of the time, 
place, and subject matter of the public business to be considered at such meeting, including this 
Resolution, was given, all as required by Chapter 551, as amended, Texas Government Code. 

SECTION 54: Continuing Disclosure Undertaking. 

A. Definitions. 

As used in this Section, the following terms have the meanings ascribed to such terms 
below: 

EMMA means the MSRB’s Electronic Municipal Market Access system, accessible by 
the general public, without charge, on the internet through the uniform resource locator (URL) 
http://www.emma.msrb.org. 

MSRB means the Municipal Securities Rulemaking Board. 

Rule means SEC Rule 15c2-12, as amended from time to time. 

SEC means the United States Securities and Exchange Commission. 

B. Annual Reports. 

The Corporation shall file annually with the MSRB, (1) within six months after the end of 
each fiscal year of the Corporation ending in or after 2016, financial information and operating 
data with respect to the Corporation of the general type included in the final Private Placement 
Memorandum authorized by Section 35 of this Resolution, being the information described in 
Exhibit C hereto, and (2) if not provided as part of such financial information and operating data, 
audited financial statements of the Corporation, when and if available.  Any financial statements 
so to be provided shall be (i) prepared in accordance with the accounting principles described in 
Exhibit C hereto, or such other accounting principles as the Corporation may be required to 
employ from time to time pursuant to state law or regulation, and (ii) audited, if the Corporation 
commissions an audit of such financial statements and the audit is completed within the period 
during which they must be provided.  If the audit of such financial statements is not complete 
within such period, then the Corporation shall file unaudited financial statements within such 
period and audited financial statements for the applicable fiscal year to the MSRB, when and if 
the audit report on such financial statements becomes available.  Under current Texas law, the 
Corporation must have its records and accounts audited annually and shall have an annual 
financial statement prepared based on the audit.  The annual financial statement, including the 
auditor’s opinion on the statement, shall be filed in the office of the Secretary of the 
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Corporation’s Board of Directors, within 180 days after the last day of the Corporation’s fiscal 
year.  Additionally, upon the filing of this financial statement and the annual audit, these 
documents are subject to the Texas Open Records Act, as amended, Texas Government Code, 
Chapter 552. 

If the Corporation changes its fiscal year, it will file notice of such change (and of the 
date of the new fiscal year end) with the MSRB prior to the next date by which the Corporation 
otherwise would be required to provide financial information and operating data pursuant to this 
Section. 

C. Notice of Certain Events. 

The Corporation shall file notice of any of the following events with respect to the Bonds 
to the MSRB in a timely manner and not more than 10 business days after occurrence of the 
event: 

(1) Principal and interest payment delinquencies; 

(2) Non-payment related defaults, if material; 

(3) Unscheduled draws on debt service reserves reflecting financial 
difficulties; 

(4) Unscheduled draws on credit enhancements reflecting financial 
difficulties; 

(5) Substitution of credit or liquidity providers, or their failure to perform; 

(6) Adverse tax opinions, the issuance by the Internal Revenue Service of 
proposed or final determinations of taxability, Notices of Proposed Issue 
(IRS Form 5701-TEB), or other material notices or determinations with 
respect to the tax status of the Bonds, or other material events affecting the 
tax status of the Bonds; 

(7) Modifications to rights of holders of the Bonds, if material; 

(8) Bond calls, if material, and tender offers; 

(9) Defeasances; 

(10) Release, substitution, or sale of property securing repayment of the Bonds, 
if material;  

(11) Rating changes; 

(12) Bankruptcy, insolvency, receivership, or similar event of the Corporation, 
which shall occur as described below; 
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(13) The consummation of a merger, consolidation, or acquisition involving the 
Corporation or the sale of all or substantially all of its assets, other than in 
the ordinary course of business, the entry into of a definitive agreement to 
undertake such an action or the termination of a definitive agreement 
relating to any such actions, other than pursuant to its terms, if material; 
and 

(14) Appointment of a successor or additional paying agent/registrar or the 
change of name of a paying agent/registrar, if material. 

For these purposes, any event described in the immediately preceding paragraph (12) is 
considered to occur when any of the following occur:  the appointment of a receiver, fiscal agent, 
or similar officer for the Corporation in a proceeding under the United States Bankruptcy Code 
or in any other proceeding under state or federal law in which a court or governmental authority 
has assumed jurisdiction over substantially all of the assets or business of the Corporation, or if 
such jurisdiction has been assumed by leaving the existing governing body and officials or 
officers in possession but subject to the supervision and orders of a court or governmental 
authority, or the entry of an order confirming a plan of reorganization, arrangement, or 
liquidation by a court or governmental authority having supervision or jurisdiction over 
substantially all of the assets or business of the Corporation. 

The Corporation shall notify the MSRB, in a timely manner, of any failure by the 
Corporation to provide financial information or operating data in accordance with this Section by 
the time required by this Section. 

D. Limitations, Disclaimers, and Amendments. 

The Corporation shall be obligated to observe and perform the covenants specified in this 
Section for so long as, but only for so long as, the Corporation remains an “obligated person” 
with respect to the Bonds within the meaning of the Rule, except that the Corporation in any 
event will give notice of any deposit that causes the Bonds to be no longer Outstanding. 

The provisions of this Section are for the sole benefit of the holders and beneficial 
owners of the Bonds, and nothing in this Section, express or implied, shall give any benefit or 
any legal or equitable right, remedy, or claim hereunder to any other person.  The Corporation 
undertakes to provide only the financial information, operating data, financial statements, and 
notices which it has expressly agreed to provide pursuant to this Section and does not hereby 
undertake to provide any other information that may be relevant or material to a complete 
presentation of the Corporation’s financial results, condition, or prospects or hereby undertake to 
update any information provided in accordance with this Section or otherwise, except as 
expressly provided herein.  The Corporation does not make any representation or warranty 
concerning such information or its usefulness to a decision to invest in or sell Bonds at any 
future date. 

UNDER NO CIRCUMSTANCES SHALL THE CORPORATION BE LIABLE TO THE 
HOLDER OR BENEFICIAL OWNER OF ANY BOND OR ANY OTHER PERSON, IN 
CONTRACT OR TORT, FOR DAMAGES RESULTING IN WHOLE OR IN PART FROM 
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ANY BREACH BY THE CORPORATION, WHETHER NEGLIGENT OR WITH OR 
WITHOUT FAULT ON ITS PART, OF ANY COVENANT SPECIFIED IN THIS SECTION, 
BUT EVERY RIGHT AND REMEDY OF ANY SUCH PERSON, IN CONTRACT OR TORT, 
FOR OR ON ACCOUNT OF ANY SUCH BREACH SHALL BE LIMITED TO AN ACTION 
FOR MANDAMUS OR SPECIFIC PERFORMANCE. 

No default by the Corporation in observing or performing its obligations under this 
Section shall constitute a breach of or default under this Resolution for purposes of any other 
provision of this Resolution. 

Nothing in this Section is intended or shall act to disclaim, waive, or otherwise limit the 
duties of the Corporation under federal and state securities laws. 

The provisions of this Section may be amended by the Corporation from time to time to 
adapt to changed circumstances that arise from a change in legal requirements, a change in law, 
or a change in the identity, nature, status, or type of operations of the Corporation, but only if 
(1) the provisions of this Section, as so amended, would have permitted an underwriter to 
purchase or sell Bonds in the primary offering of the Bonds in compliance with the Rule, taking 
into account any amendments or interpretations of the Rule to the date of such amendment, as 
well as such changed circumstances, and (2) either (a) the holders of a majority in aggregate 
principal amount (or any greater amount required by any other provision of this Resolution that 
authorizes such an amendment) of the Outstanding Bonds consent to such amendment or (b) a 
person that is unaffiliated with the Corporation (such as nationally recognized bond counsel) 
determines that such amendment will not materially impair the interests of the Holders and 
beneficial owners of the Bonds.  The Corporation may also repeal or amend the provisions of 
this Section if the SEC amends or repeals the applicable provisions of the Rule or any court of 
final jurisdiction enters judgment that such provisions of the Rule are invalid, and the 
Corporation also may amend the provisions of this Section in its discretion in any other manner 
or circumstance, but in either case only if and to the extent that the provisions of this sentence 
would not have prevented an underwriter from lawfully purchasing or selling Bonds in the 
primary offering of the Bonds, giving effect to (a) such provisions as so amended and (b) any 
amendments or interpretations of the Rule.  If the Corporation so amends the provisions of this 
Section, the Corporation shall include with any amended financial information or operating data 
next provided in accordance with this Section an explanation, in narrative form, of the reasons 
for the amendment and of the impact of any change in the type of financial information or 
operating data so provided. 

E. Information Format – Incorporation by Reference. 

The Corporation information required under this Section shall be filed with the MSRB 
through EMMA in such format and accompanied by such identifying information as may be 
specified from time to time thereby.  Under the current rules of the MSRB, continuing disclosure 
documents submitted to EMMA must be in word-searchable portable document format (PDF) 
files that permit the document to be saved, viewed, printed, and retransmitted by electronic 
means and the series of obligations to which such continuing disclosure documents relate must 
be identified by CUSIP number or numbers. 
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Financial information and operating data to be provided pursuant to this Section may be 
set forth in full in one or more documents or may be included by specific reference to any 
document (including an official statement, a private placement memorandum, or other offering 
document) available to the public through EMMA or filed with the SEC. 

SECTION 55: Book-Entry Only System. 

It is intended that the Bonds initially shall be registered so as to participate in a securities 
depository system (the “DTC System”) with the Depository Trust Company, New York, New 
York, or any successor entity thereto (“DTC”), as set forth herein.  Each Stated Maturity of the 
Bonds shall be issued (following cancellation of the Initial Bond described in Section 7) in the 
form of a separate single definitive Bond.  Upon issuance, the ownership of each such Bond shall 
be registered in the name of Cede & Co., as the nominee of DTC, and all of the Outstanding 
Bonds shall be registered in the name of Cede & Co., as the nominee of DTC.  The Corporation 
and the Paying Agent/Registrar are authorized to execute, deliver, and take the actions set forth 
in such letters to or agreements with DTC as shall be necessary to effectuate the DTC System, 
including the Letter of Representations attached hereto as Exhibit D (the “Representation 
Letter”). 

With respect to the Bonds registered in the name of Cede & Co., as nominee of DTC, the 
Corporation and the Paying Agent/Registrar shall have no responsibility or obligation to any 
broker-dealer, bank, or other financial institution for which DTC holds the Bonds from time to 
time as securities depository (a “Depository Participant”) or to any person on behalf of whom 
such a Depository Participant holds an interest in the Bonds (an “Indirect Participant”).  Without 
limiting the immediately preceding sentence, the Corporation and the Paying Agent/Registrar 
shall have no responsibility or obligation with respect to (i) the accuracy of the records of DTC, 
Cede & Co., or any Depository Participant with respect to any ownership interest in the Bonds, 
(ii) the delivery to any Depository Participant or any other person, other than a registered owner 
of the Bonds, as shown on the Security Register, of any notice with respect to the Bonds, 
including any notice of redemption, or (iii) the delivery to any Depository Participant or any 
Indirect Participant or any other Person, other than a Holder of a Bond, of any amount with 
respect to principal of, premium, if any, or interest on the Bonds.  While in the DTC System, no 
person other than Cede & Co., or any successor thereto, as nominee for DTC, shall receive a 
bond certificate evidencing the obligation of the Corporation to make payments of principal, 
premium, if any, and interest on the Bonds pursuant to this Resolution.  Upon delivery by DTC 
to the Paying Agent/Registrar of written notice to the effect that DTC has determined to 
substitute a new nominee in place of Cede & Co., and subject to the provisions in this Resolution 
with respect to interest checks or drafts being mailed to the Holder, the word “Cede & Co.” in 
this Resolution shall refer to such new nominee of DTC. 

In the event that (a) the Corporation determines that DTC is incapable of discharging its 
responsibilities described herein and in the Representation Letter, (b) the Representation Letter 
shall be terminated for any reason, or (c) DTC or the Corporation determines that it is in the best 
interest of the beneficial owners of the Bonds that they be able to obtain certificated Bonds, the 
Corporation shall notify the Paying Agent/Registrar, DTC, and the Depository Participants of the 
availability within a reasonable period of time through DTC of bond certificates, and the Bonds 
shall no longer be restricted to being registered in the name of Cede & Co., as nominee of DTC.  
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However, the Corporation will not discontinue the use of DTC without the prior notice and 
consent of the Purchasers for so long as the Purchasers are the holder of any of the Bonds.  At 
that time, the Corporation may determine that the Bonds shall be registered in the name of and 
deposited with a successor depository operating a securities depository system, as may be 
acceptable to the Corporation, or such depository’s agent or designee, and if the Corporation and 
the Paying Agent/Registrar do not select such alternate securities depository system then the 
Bonds may be registered in whatever name or names the Holders of Bonds transferring or 
exchanging the Bonds shall designate, in accordance with the provisions hereof. 

Notwithstanding any other provision of this Resolution to the contrary, so long as any 
Bond is registered in the name of Cede & Co., as nominee of DTC, all payments with respect to 
principal of, premium, if any, and interest on such Bond and all notices with respect to such 
Bond shall be made and given, respectively, in the manner provided in the Representation Letter. 

SECTION 56: Unavailability of Authorized Publication.  If, because of the temporary or 
permanent suspension of any newspaper, journal, or other publication, or, for any reason, 
publication of notice cannot be made meeting any requirements herein established, any notice 
required to be published by the provisions of this Resolution shall be given in such other manner 
and at such time or times as in the judgment of the Corporation or of the Paying Agent/Registrar 
shall most effectively approximate such required publication and the giving of such notice in 
such manner shall for all purposes of this Resolution be deemed to be in compliance with the 
requirements for publication thereof. 

SECTION 57: No Recourse Against Corporation Officials.  No recourse shall be had for 
the payment of principal of, premium, if any, or interest on any Bond or for any claim based 
thereon or on this Resolution against any official of the Corporation or any person executing any 
New Series Bond. 

SECTION 58: Further Procedures.  The officers and employees of the Corporation are 
hereby authorized, empowered and directed from time to time and at any time to do and perform 
all such acts and things and to execute, acknowledge and deliver in the name and under the 
corporate seal and on behalf of the Corporation all such instruments, whether or not herein 
mentioned, as may be necessary or desirable in order to carry out the terms and provisions of this 
Resolution, the initial sale and delivery of the Bonds, the Paying Agent/Registrar Agreement, the 
Escrow Agreement, and the Private Placement Memorandum.  In addition, prior to the initial 
delivery of the Bonds, any Authorized Official and Bond Counsel are hereby authorized and 
directed to approve any technical changes or corrections to this Resolution or to any of the 
instruments authorized and approved by this Resolution necessary in order to (i) correct any 
ambiguity or mistake or properly or more completely document the transactions contemplated 
and approved by this Resolution and as described in the Private Placement Memorandum, (ii) 
obtain a rating from any of the national bond rating agencies, or (iii) obtain the approval of the 
Bonds by the Texas Attorney General’s office.  In case any officer of the Corporation whose 
signature shall appear on any certificate shall cease to be such officer before the delivery of such 
certificate, such signature shall nevertheless be valid and sufficient for all purposes the same as if 
such officer had remained in office until such delivery. 
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SECTION 59: Water Supply Contract.  The Corporation’s Board hereby ratifies, 
reconfirms, and readopts  the Contract attached hereto as Exhibit E. 

SECTION 60: Installment Deliveries.  The Corporation acknowledges that the Purchasers 
of the Bonds retain the option to purchase the Bonds on an installment basis with the proceeds of 
the Bonds to be deposited into the Construction Fund created by this Resolution.  Funds 
delivered in installments will be based upon incurred costs as documented by invoices submitted 
by the Corporation to the Purchasers. 

SECTION 61: Corporation’s Consent to Provide Information and Documentation to the 
Texas MAC.  The Municipal Advisory Council of Texas (the Texas MAC), a non-profit 
membership corporation organized exclusively for non-profit purposes described in section 
501(c)(6) of the Internal Revenue Code and which serves as a comprehensive financial 
information repository regarding municipal debt issuers in Texas, requires provision of written 
documentation regarding the issuance of municipal debt by the issuers thereof.  In support of the 
purpose of the Texas MAC and in compliance with applicable law, the Corporation hereby 
consents to and authorizes any Authorized Official, Bond Counsel to the Corporation, and/or 
Financial Advisor to the Corporation to provide to the Texas MAC information and 
documentation requested by the Texas MAC relating to the Bonds; provided, however, that no 
such information and documentation shall be provided prior to the Closing Date.  This consent 
and authorization relates only to information and documentation that is a part of the public 
record concerning the issuance of the Bonds. 

SECTION 62: Reservation of Rights to Utilize the Texas Water Development Board’s 
State Participation Account Program.  The Cities and the Corporation have agreed in the 
Contract that the Corporation may file an application with the Water Development Board (also 
known as the TWDB) to seek financial assistance pursuant to the TWDB’s State Participation 
Account as authorized pursuant to Article III, Sections 49-d, 49-d-2, and 49-d-8 of the Texas 
Constitution and Chapter 16, Subchapters E and F, as amended, Texas Water Code, or any other 
assistance programs from time to time authorized by Texas law and administered by the TWDB 
(and under the guidelines for which the Corporation is an eligible applicant) (each a TWDB 
Program).  To the extent the Corporation utilizes a TWDB Program to access funds to complete 
the Project, such TWDB Program’s rules and regulations may require that the TWDB take an 
undivided ownership interest in up to 50% of the infrastructure improvements comprising the 
Project.  This undivided ownership interest is represented by a master agreement and other 
documents to be executed between the Corporation and the TWDB to effectuate the 
Corporation’s financial participation in such a TWDB Program.  Under any such TWDB 
Program, the Corporation will be obligated to make lease or other rental payments to the TWDB 
to repay its financial assistance which enabled the Corporation to construct the Project in a 
manner in which excess capacity in the Project was implemented on a regional basis.  
Accordingly, the Purchasers of the New Series Bonds are provided notice that the Corporation 
hereby expressly reserves the right to seek financial assistance to complete the Project utilizing 
such a TWDB Program. 

SECTION 63: Approval Certificate.  Pursuant to 3.02 of the Contract and each of the 
resolutions adopted by the Cities, the Cities have authorized the execution of an approval 
certificate (the “Approval Certificate”), attached hereto as Exhibit F, which evidences the 
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approval of the terms and provisions of the Bonds and the Contract as set forth herein by each of 
the Cities. 

SECTION 64: Effective Date.  This Resolution shall be in force and effect from and after 
its final passage, and it is so resolved. 

[The remainder of this page intentionally left blank.] 
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PASSED AND ADOPTED on the ___ day of _________, 2016. 

SCHERTZ/SEGUIN LOCAL GOVERNMENT 
CORPORATION 
 
 
 
__________________________________________ 
President, Board of Directors 

ATTEST: 
 
 
 
____________________________________ 
Secretary, Board of Directors 
 
 
(CORPORATION SEAL) 
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INDEX TO EXHIBITS 

Exhibit A Paying Agent/Registrar Agreement 
Exhibit B Escrow Agreement 
Exhibit C Description of Annual Financial Information 
Exhibit D DTC Letter of Representations 
Exhibit E Regional Water Supply Contract 
Exhibit F Cities Approval Certificate 
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EXHIBIT A 

PAYING AGENT/REGISTRAR AGREEMENT 
 

SEE TAB NO. __ 
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EXHIBIT B 

ESCROW AGREEMENT 
 

SEE TAB NO. __ 
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EXHIBIT C 

CONTINUING DISCLOSURE OF INFORMATION 
 

DESCRIPTION OF ANNUAL FINANCIAL INFORMATION 

The following information is referred to in Section 54 of this Resolution. 

Annual Financial Statements and Operating Data 

The financial information and operating data with respect to the Corporation to be 
provided annually in accordance with such Section are as specified (and included in the 
Appendix or under the headings of the Private Placement Memorandum referred to) below: 

The Corporation’s audited financial statements for the most recently concluded Fiscal 
Year or to the extent these audited financial statements are not available, the portions of the 
unaudited financial statements of the Corporation referenced in the Private Placement 
Memorandum, but for the most recently concluded Fiscal Year. 

Accounting Principles 

The accounting principles referred to in such Section are generally accepted accounting 
principles for governmental units as prescribed by the Government Accounting Standards Board 
from time to time. 
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EXHIBIT D 

DTC LETTER OF REPRESENTATIONS 
 

SEE TAB NO. __



 

27203742.5  E-1 

EXHIBIT E 

REGIONAL WATER SUPPLY CONTRACT 
 

SEE TAB NO. __ 
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EXHIBIT F 

CITIES APPROVAL CERTIFICATE 

SEE TAB NO. __ 
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 DRAFT 7/6/16 

IN REGARD to the authorization and issuance of the “Schertz/Seguin Local Government 
Corporation Contract Revenue Bonds, New Series 2016 (Texas Water Development Board 
SWIRFT Project Financing)” (the “Bonds”), dated August 1, 2016, in the aggregate original 
principal amount of $43,670,000, we have reviewed the legality and validity of the issuance 
thereof by the Schertz/Seguin Local Government Corporation (the “Corporation”).  The Bonds 
are issuable in fully registered form only, in denominations of $5,000 or any integral multiple 
thereof (within a Stated Maturity).  The Bonds have Stated Maturities of February 1 in each of 
the years 2019 through 2051, unless redeemed prior to Stated Maturity in accordance with the 
terms stated on the face of the Bonds.  Interest on the Bonds accrues from the dates, at the 
rates, in the manner, and is payable on the dates, all as provided in the resolution (the 
“Resolution”) authorizing the issuance of the Bonds.  Capitalized terms used herein without 
definition shall have the respective meanings ascribed thereto in the Resolution. 

WE HAVE SERVED AS BOND COUNSEL for the Corporation solely to pass upon the legality 
and validity of the issuance of the Bonds under the laws of the State of Texas, and with respect 
to the exclusion of the interest on the Bonds from the gross income of the owners thereof for 
federal income tax purposes and for no other purpose.  We have not been requested to 
investigate or verify, and have not independently investigated or verified, any records, data, or 
other material relating to the financial condition or capabilities of the Corporation or the Cities or 
their respective utility systems.  We have not assumed any responsibility with respect to the 
financial condition or capabilities of the Corporation or the Cities or the disclosure thereof in 
connection with the sale of the Bonds.  We express no opinion and make no comment with 
respect to the sufficiency of the security for or the marketability of the Bonds.  Our role in 
connection with the Corporation’s Application to the Texas Water Development Board prepared 
for use in connection with the sale of the Bonds has been limited as described therein. 

WE HAVE EXAMINED the applicable and pertinent laws of the State of Texas and the United 
States of America.  In rendering the opinions herein we rely upon (1) original or certified copies 
of the proceedings of the Corporation in connection with the issuance of the Bonds, including 
the Resolution, the Regional Water Supply Contract, dated as of November 15, 1999, as 
amended (the “Contract”) between the Corporation, the City of Seguin, Texas (“Seguin”), and 
the City of Schertz, Texas (“Schertz”, and together with Seguin, the “Cities”) and the escrow 
agreement (the “Escrow Agreement”) between the Corporation and BOKF, NA, Austin, Texas; 
(2) customary certifications and opinions of officials of the Corporation and the Cities; 
(3) certificates executed by officers of the Corporation and the Cities relating to the expected 
use and investment of proceeds of the Bonds and certain other funds of the Corporation, and to 
certain other facts solely within the knowledge and control of the Corporation and the Cities; and 
(4) such other documentation, including an examination of the Bond executed and delivered 
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initially by the Corporation, and such matters of law as we deem relevant to the matters 
discussed below.  In such examination, we have assumed the authenticity of all documents 
submitted to us as originals, the conformity to original copies of all documents submitted to us 
as certified copies, and the accuracy of the statements and information contained in such 
certificates.  We express no opinion concerning any effect on the following opinions which may 
result from changes in law effected after the date hereof. 

BASED ON OUR EXAMINATION, IT IS OUR OPINION that the Bonds have been duly 
authorized by the Corporation and issued in conformity with the Constitution and laws of the 
State of Texas now in force, and the Bonds issued in compliance with the provisions of the 
Resolution are valid, legally binding and enforceable special obligations of the Corporation, 
payable, together with any Additional New Series Bonds hereafter issued, solely from and 
equally and ratably secured, together with the currently outstanding Previously Issued New 
Series Bonds, by a lien on and pledge of the Bond Payment portion of the Annual Payments to 
be received by the Corporation from the Cities pursuant to the Contract that is junior and inferior 
to the lien thereon and pledge thereof providing for the payment and security of the currently 
outstanding Priority Bonds, together with certain other funds on deposit in the accounts 
established in the Resolution, except to the extent that the enforceability thereof may be 
affected by bankruptcy, insolvency, reorganization, moratorium, or other similar laws affecting 
creditors’ rights or the exercise of judicial discretion in accordance with general principles of 
equity.  In the Resolution, the Corporation retains the right to issue Additional New Series 
Bonds, and Additional Obligations, without limitation as to principal amount but subject to any 
terms, conditions, or restrictions as may be applicable thereto under law or otherwise.  The 
Bonds do not constitute a legal or equitable pledge, charge, lien, or encumbrance upon any 
property of the Corporation, except with respect to the Bond Payment portion of the Annual 
Payments.  The holder of the Bonds shall never have the right to demand payment of the Bonds 
out of any funds raised or to be raised by taxation. 

BASED ON OUR EXAMINATION, IT IS FURTHER OUR OPINION that, assuming continuing 
compliance after the date hereof by the Corporation and the Cities with the provisions of the 
Resolution and the Contract and in reliance upon the representations and certifications of the 
Corporation and the Cities made in a certificate of even date herewith pertaining to the use, 
expenditure, and investment of the proceeds of the Bonds, under existing statutes, regulations, 
published rulings, and court decisions (1) interest on the Bonds will be excludable from the 
gross income, as defined in section 61 of the Internal Revenue Code of 1986, as amended to 
the date hereof (the “Code”) of the owners thereof for federal income tax purposes, pursuant to 
section 103 of the Code, (2) interest on the Bonds will not be included in computing the 
alternative minimum taxable income of the owners thereof who are individuals or, except as 
hereinafter described, corporations, and (3) the Bonds are not “private activity bonds” within the 
meaning of section 141 of the Code. 

WE CALL YOUR ATTENTION TO THE FACT that, with respect to our opinion in clause (2) 
above, interest on all tax-exempt obligations, such as the Bonds, owned by a corporation will be 
included in such corporation’s adjusted current earnings for purposes of calculating the 
alternative minimum taxable income of such corporation, other than an S corporation, a mutual 
fund, a financial asset securitization investment trust, a real estate mortgage investment 
conduit, or a real estate investment trust.  A corporation’s alternative minimum taxable income is 
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the basis on which the alternative minimum tax imposed by section 55 of the Code will be 
computed. 

WE EXPRESS NO OTHER OPINION with respect to any other federal, state, or local tax 
consequences under present law or any proposed legislation resulting from the receipt or 
accrual of interest on, or the acquisition or disposition of, the Bonds.  Ownership of tax-exempt 
obligations such as the Bonds may result in collateral federal tax consequences to, among 
others, financial institutions, life insurance companies, property and casualty insurance 
companies, certain foreign corporations doing business in the United States, S corporations with 
subchapter C earnings and profits, owners of an interest in a financial asset securitization 
investment trust, individual recipients of Social Security or Railroad Retirement Benefits, 
individuals otherwise qualifying for the earned income credit, and taxpayers who may be 
deemed to have incurred or continued indebtedness to purchase or carry, or who have paid or 
incurred certain expenses allocable to, tax-exempt obligations. 

OUR OPINIONS ARE BASED on existing law, which is subject to change.  Such opinions are 
further based on our knowledge of facts as of the date hereof.  We assume no duty to update or 
supplement our opinions to reflect any facts or circumstances that may thereafter come to our 
attention or to reflect any changes in any law that may thereafter occur or become effective.  
Moreover, our opinions are not a guarantee of result and are not binding on the Internal 
Revenue Service; rather, such opinions represent our legal judgment based upon our review of 
existing law that we deem relevant to such opinions and in reliance upon the representations 
and covenants referenced above. 
 

  
 
 
 
Norton Rose Fulbright US LLP 
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