ORDINANCE no. __ 2937
AUIHORIZWG THE ISSUANCE OF CITY OF MESQUTTE, TEXAS
: MUNICIPAL DRAINAGE UTILITY SYSTEM REVENUE BONDS, SERIES 1993, N
AND THE PLEDGE OF SECURITY THEREOF ' s e
TOGETHER WITH OTHER RELATED MATTERS

EREPIE L o S TLFL

THE STATE OF TEXAS §
COUNTY OF DALLAS §
CITY OF MESQUITE §

WHEREAS, the City of Mesuite, Texas (the "Issuer) has pursuant to the authority i
granted by Subchapter C of Chapter 402 of the Local Government Code (the "Act"), the ’
Issuer, after conducting a public hearing, adopted the provisions of the Act and established
a schedule of drainage charges; and

WHEREAS, the Issuer had published a notice of public hearing in the Dallas
Morning News on October 9, 1992, October 23, 1992 and November 6, 1992, being a
newspaper of general circulation in the Issuer; and

WHEREAS, the City Council of the Issuer did adopt at a regular meetmg on
November 16, 1992 Ordinance No. 2847 establishing a municipal drainage utility district and
declaring the adoption of Subchapter C, Chapter 402 of the Texas Local Government Code,
declaring the drainage of the City of Mesquite, Texas to be a public utility, providing a
severability clause and providing an effective date, and Ordinance No. 2848, establishing
municipal drainage utility system rates, providing a severability clause and providing an
effective dafe; and

-

WHEREAS, the Issuer hereby finds and determines that $2,000,000 in principal
amount of revenue bonds to finance the cost of drainage improvements, including the
acquisition, construction and repair of structures, equipment and facilities of the Issuer’s
Municipal Drainage Utility System shall be issued and sole to the terms pursuant to the Act,
and more particular Section 40.2051 of the Local Government Code; and

WHEREAS, the meeting was open to the public and public notice of the time, place
and purpose of said mecting was given pursuant to Chapter 551, Government Code.

NOW, THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE
CITY OF MESQUITE, TEXAS:

SRR M
Section 1. AMOUNT AND PURPOSE OF THE BONDS. The bond or bonds of

the City of Mesquite (the "Issuer”) are hereby authorized to be issued and delivered in the

aggregate principal amount of $2,260,000, for the purpose of financing the costs of drainage

improvements, including the acquisition, construction and repair of structures, equipment

and facilities for the Issuer’s Municipal Drainage Ultility System.
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Section 2. DESIGNATION OF THE BONDS. Each bond issued pursuant to this
Ordinance shall be designated: “CITY OF MESQUITE, TEXAS MUNICIPAL
DRAINAGE UTILITY SYSTEM REVENUE BOND, SERIES 1993", and initially there

shall be issued, sold, and delivered hereunder a single fully registered bond, without interest
coupons, payable in annual installments of principal (the "Initial Bond"), but the Initial Bond
may be assigned and transferred and/or converted into and exchanged for a like aggregate

principal amount of fully registered bonds, without interest coupons, having serial and annual

maturities, and in the denomination or denominations of $5,000 or any integral multiple of
$5,000, all in the manner hereinafter provided. The term "Bonds" as used in this Ordinance
shall meun and include collectively the Initial Bond and all substitute bonds exchanged
therefor, as well as all other substitute bonds and replacement bonds issued pursuant hereto,
and the term "Bond" shall mean any of the Bonds.

Section 3. INITIAL DATE, DENOMINATION, NUMBER, MATURITIES,
INITIALREGISTERED OWNER, AND CHARACTERISTICS OF THE INITIALBOND.
(a) The Initial Bond is hereby authorized to be issued, sold, and delivered hereunder as
a single fully registered Bond, without interest coupons, dated November 1, 1993, in the
denomination and aggregate principal amount of $2,260,000, numbered R-1, payable in
annual instaliments of principal to the initial registered owner thereof, to-wit: Merrill Lynch,
Pierce, Fenner & Smith Inc., or to the registered assignee or assignees of said Bond or any
portion or portions thereof (in each case, the "registered owner™), with the annual install-
ments of principal of the Initial Bond to be payable on the dates, respectively, and in the
principal amounts, respectively, stated in the FORM OF INITIAL BONI set forth in this
Ordinance.

(b) The Initial Bond (i) may be prepaid or redecmed prior to the respective
scheduled due dates of installments of principal thereof, (if) may be assigned and
transferred, (iii) may be converted and exchanged for other Bonds, (iv) shall have the
characteristics, and (v) shall be signed and sealed, and the principal of and interest on the
Initial Bond shall be payable, all as provided, and in the manner required or indicated, in
the FORM OF INITIAL BOND set forth in this Ordinance.

Section 4. INTEREST. The unpaid principal balance of the Initial Bond shall bear
interest from the date of the Initial Bond and will be calculated on the basis of a 360-day
year of twelve 30-day months to the respective scheduled due dates, or to the respective
dates of prepayment or redemption, of the installments of principal of the Initial Bond, and
said interest shall be payable, all in the manner provided and at the rates and on the dates
stated in the FORM OF INITIAL BOND set forth in this Ordinance.

Tt Section 5. FORM OF INITIAL BOND. The form of the Initial Bond, including the
form of Registration Certificate of the Comptroller of Public Accounts of the State of Texas
to be endorsed on the Initial Bond, shall be substantially as follows:
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UNITED STATES OF AMERICA |
STATE OF TEXAS | R
COUNTY OF DALLAS | .
CITY OF MESQUITE, TEXAS
MUNICIPAL DRAINAGE UTILITY SYSTEM REVENUE BOND
SERIES 1993

The CITY OF MESQUITE, in Dallas County, Texas (the “Issuer"}, being a political
subdivision of the State of Texas, hereby promises to pay to

or to the registered assignee or assignees of this Bond or any portion or portions hereof (in
each case, the "registered owner") the aggregate principal amount of

< TWO MILLION TWO HUNDRED SIXTY THOUSAND DOLLARS
in annual instaliments of principal due and payable on March 1 in each of the years, and in
the respective principal amounts, as set forth in the following schedule:
YEAR ~AMOUNT YEAR AMOUNT,
1994 $ 90,000 2004 $110,000
1995 70,000 2005 115,000
1996 75,000 2006 120,000 '
1997 80,000 2007 125,000
1998 80,000 2008 135,000
1999 85,000 2009 140,000 - BT ’
2000 90,000 2010 150,000 .
: 2001 95,000 2011 155,000 A
o - 2002 100,000 2012 165,000 C
g 2003 105,000 2013 175,000
and to pay interest, from the date of this Bond hereinafter stated, on the balance of each. - -.-ooman

such installment of principal, respectively, from time to time remaining unpaid, at the rates
as follows: ‘ o
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maturity 1994, 7.25%
maturity 1995, 7.25%
maturity 1996, 7.25%

maturity 2004, 5.25%
maturity 2005, 5.30%
maturity 2006, 5.40%

i e s AR PUTTLY 1997, 7.25% maturity 2007, 5.50%
T Tmaturity 1998, 7.25% maturity 2008, 5.66%
maturity 1999, 7.25% maturity 2009, 5.75%

maturity 2000, 7.25% maturity 2010, 5.75%

maturity 2001, 7.25% maturity 2011, 5.75%

maturity 2002, 6.75% maturity 2012, 5.75%

maturity 2003, 3.25% maturity 2013, 5.75%

| ‘._"
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with said interest being payable on March 1, 1994, and semiannually on each September 1
and March 1 thereafter while this Bond or any portion hereof is outstanding and unpaid.

THE INSTALLMENTS OF PRINCIPAL OF AND THE INTEREST ON this Bond
are payable in lawful money of the United States of America, without exchange or collection
charges. The installments of principal and the interest on this Bond are payable to the
registered owner hereof through the services of Texas Commerce Trust Company, National
Association, Dallas, Texas, which is the "Paying Agent/Registrar” for this Bond. Payment of
all principal of and interest on this Bond shall be made by the Paying Agent/Registrar to the
registered owner hereof on each principal and/or interest payment date by check or draft,
dated as of such date, drawn by the Paying Agent/Registrar on, and payable solely from,
funds of the Issuer required by the ordinance authorizing the issuance of.this Bond (the
"Bond Ordinance™) to be on deposit with the Paying Agent/Registrar for such purpose as
hereinafter provided; and such check or draft shall be sent by the Paying Agent/Registrar
by United States mail, first-class postage prepaid, on each such principal and/or interest
payment date, 1o the registered owner hereof, at the address of the registered owner, as it
appeared on the 15th day of the manth next preceding each such date (the "Record Date")
on the Registration Books kept by the Paying Agent/Registrar, as hereinafter described, or
by such other method acceptable to the Paying Agent/Registrar requested by, and at the risk
and expense of, the registered owner. The Issuer covenants with the registered owner of this
Bond that on or before each principal and/or interest payment date for this Bond it will
make available to the Paying Agent/Registrar, from the "Interest and Sinking Fund” created
by the Bond Ordinance, the amounts required to provide for the payment, in immediately
available funds, of all principal of and interest on this Bond, when due,

IF THE DATE for the payment of the principal of or interest on this Bond shall be
a Saturday, Sunday, & legal holiday, or a day on which banking institutions in the city where
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 Saturday,
Sunday, legal holiday, or day on which banking institutions are authorized 1o close; and

- payment on such date shall have the same force and effect as if made on the original date

payment was due. -
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THIS BOND has been authorized in accordance with the Constitution and laws of
the State of Texas in the principal amount of $2,260,000, for the purpose of financing the
costs of drainage improvements, including the acquisition, construction and r3pair of
structures, equipment and facilities for the Issuer’s Municipal Drainage Utility System.

ON MARCH 1, 2003, or any date thereafter, the unpaid installments of principal of
this Bond may be prepaid or redeemed prior to their scheduled due dates, at the option of
the Issuer, with funds derived from any available source, as a whole, or in part, and, if in
part, the Issuer shall select and designate the maturity, or maturities, and the amount that
is to be redeemed, and if less than a whole maturity is to be called, the Issuer shall direct
the Paying Agent/Registrar to call by lot (provided that & portion of this Bond may be
redeemed only in an integral multiple of $5,000), at the redemption price of the principal
amount, plus accrued interest to the date fixed for prepayment or redemption.

AT LEAST 30 days prior to the date fixed for any such prepayment or redemption
a written notice of such prepayment of redemption shall be mailed by the Paying Agent/Reg-
istrar to the registered owner hereof. By the date fixed for any such prepayment or
redemption due provision shall be made by the Issuer with the Paying Agent/Registrar for
the payment of the required prepayment or redemption price for this Bond or the portion
hereof which is to be so prepaid or redeemed, plus accrued interest thereon to the date
fived for prepayment or redemption. If such written notice of prepayment or redemption
is given, and if due provision for such payment is made, all as provided above, this Bond,
or the portion thereof which is to be so prepaid or redeemed, thereby automatically shall
be treated as prepaid or redeemed prior to its scheduled due date, and shall not bear
interest after the date fixed for its prepayment or redemption, and shall not be regarded as
being outstanding except for the right of the registered owner to receive the prepayment or
redemption price plus accrued interest to the date fixed for prepayment or redemption from
the Paying Agent/Registrar out of the funds provided for such payment. The Paying
Agent/Registrar shall record in the Registration Books all such prepayments or redemptions
of principal of this Bond or any portion hereof.

THIS BOND, to the extent of the unpaid or unredeemed principal balance hereof,
or any unpaid and unredeemed portion hereof in any integral muitiple of $5,000, may be
assigned by the initial registered owner hereof and shall be transferred only in the
Registration Books of the Issuer kept by the Paying Agent/Registrar acting in the capacity
of registrar for the Bonds, upon the terms and conditions set forth in the Bond Ordinance.
Among other requirements for such transfer, this Bond must be presented and swrrendered
to the Paying-Agent/Registrar for cancellation, together with proper instruments of
assignment, in form and with guarantee of signatures satisfactory to the Paying
Agent/Registrar, evidencing assignment by the initial registered owner of this Bond, or any
portion or portions hereof in any integral multiple of $5,000, to the assignee or assignees in
whose name or names this Bond or any such portion or portions hereof is or are fo be trans-
ferred and registered. Any instrument or instruments of assignment satisfactory to the
Paying Agent/Registrar may be used to evidence the assignment of this Bond or any such

5




portion or portions hereof by the initial registered owner hereof. A new bond or bonds
payable to such assignee or assignees (which then will be the new registered owner or
owners of such new Bond or Bonds) or io the initial registered owner as to any portion of
this Bond which is not being assigned and transferred by the initial registered owner, shall
be delivered by the Paying Agent/Registrar in conversion of and exchange for this Bond or
any portion or portions hereof, but solely in the form and manner as provided in the next
paragraph hereof for the conversion and exchange of this Bond or any portion hereof. The
registered owner of this Bond shall be deemed and treated by the Issuer and the Paying
Agent/Registrar as the absolute owner hereof for all purposes, including payment and
discharge of liability upon this Bond to the extent of suck payment, and the Issuer and the
Paying Agent/Registrar shall not be affected by any notice to the contrary.

AS PROVIDED above and in the Bond Ordinance, this Bond, to the extent of the
unpaid or unredeemed principal balance hereof, may be converted into and exchanged for
a like aggregate principal amount of fully registered bonds, without interest coupons, payable
to the assignee or assignees duly designated in writing by the initial registered owner hereof,
or to the injtial registered owner as to any portion of this Bond which is not being assigned
and transferred by the initial registered owner, in any denomination or denominations in any
integral multiple of $5,000 (subject to the requirement hereinafter stated that each substitute
bond issued in exchange for any portion of this Bond shall have a single stated principal
maturity date), upon surrender of this Bond to the Paying Agent/Registrar for cancellation,
all in accordance with the form and procedures set forth in the Bond Ordinance. If this
Bond or any portion hereof is assigned and transferred or converted each bond issued in
exchange for any portion hereof shall have a single stated principal maturity date
corresponding to the due date of the installment of principal of this Bond or portion hereof
for which the substitute bond is being exchanged, and shall bear interest at the rate
applicable o and borme by such installment of principal or portion thereof. Such bonds,
respectively, shall be subject to redemption prior to maturity on the same dates and for the
same prices as the corresponding installment of principal of this Bond or portion hereof for
which they are being exchanged. No such bond shall be payable in installments, but shall
have only one stated principal maturity date. AS PROVIDED IN THE BOND
ORDINANCE, THIS BOND IN ITS PRESENT FORM MAY BE ASSIGNED AND
TRANSFERRED OR CONVERTED ONCE ONLY, and to one or more assignees, but the
bonds issued and delivered in exchange for this Bond or any portion hereof may be assigned
and transferred, and converted, subsequently, as provided in the Bond Ordinance. The
Issuer shall pay the Paying Agent/Registrar’s standard or customary fees and charges for
transferring, converting, and exchanging this Bond or any portion thereof, but the one
requesting such transfer, conversion, and exchange shall pay any taxes or goveriumental
charges required to be paid with respect thereto. The Paying Agent/Registrar shall not be
required to make any such assignment, conversion, or exchange (i) during the period
<commencing with the close of business on any Record Date and ending with the opening of
business on the next following principal or interest payment date, or, (ii) with respect to any
Bond or portion thereof called for prepayment or redentption prior to matunty, thhm 45
days prior to its prepayment or redemption date. , -
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IN THE EVENT any Paying Agent/Registrar for this Bond is changed by the Issuer,
"resigns, or otherwise ceases to act as such, the Issuer has covenanted in the Bond Ordinance
that it prompily will appoint a competent and legally qualified substitute therefor, and
‘promptly will cause written notice thereof to be mailed to the registered owner of this Bond.

IT IS HEREBY certified, recited, and covenanted that this Bond has been duly and
validly authorized, issued, and delivered pursuant to the laws of the State of Texas; that all
acts, conditions, and things required or proper to be performed, exist, and be done
precedent to or in the authotization, issuance, and delivery of this Bond and the Series of
which it is a part have been performed, existed, and been done in accordance with law; that
this Bond is a special obligation of said Issuer, and that the principal of and interest on this
Bond, is payable from and secured by a first lien on and pledge of the revenues of the
Issuer's Municipal Drainage Utility System.

THE ISSUER has reserved the right, subject to the restrictions stated, and adopted
by reference, in the Ordinance authorizing this Series of Bonds, to issue additional parity
revenue bonds which also may be made payable from, and secured by a first lien on and
pledge of, the aforesaid revenues of the Municipal Drainage Utility System.

THE REGISTERED OWNER HEREOF shall never have the right to demand
payment of this Bond or the interest hereon out of any funds raised or to be raised by
taxation, or from any sources whatsoever other than those described in the Bond Ordinance.

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

IN WITNESS WHEREOF, the Issuer has caused this Bond to be signed with the
manual signature of the Mayor of the Issuer and countersigned with the manual sipnature
of the City Secretary of the Issuer, has caused the official seal of the Issuer to be duly
impressed on this Bond, and has caused this Bond to be dated November 1, 1993,

City Secretary “Mayor
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T e e A A e A TP e e MY AR wIA RS

(CITY SEAL) B




e A 4 S g i e
B U e s oyt e —icf < o

, LLER OF PUBLIC ACCOUNTS:
. COMPTROLLER’S REGISTRATION CERTIFICATE: REGISTER NO.

" R B T P S PG R o rim Hutingd
Y hereby certify that this Bond has been examined, certified as to validity, and

appraved by the Attorney General of the State of Texas, and that this Bond has been

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

Witness my signature and seal this

Comptroller of Public Accounts
of the State of Texas

(COMPTROLLER'S SEAL)

Section 6. ADDITIONAL CHARACTERISTICS OF THE BONDS.
(a) Registration and Trapsfer. The Issuer shall keep or cause 1o be kept at the principal
corporate trust office of Texas Commerce Trust Company, National Association, Dallas,
Texas, (the "Paying Agent/Registrar) books or records of the registration and transfes of the
Bonds (the "Registration Books"), and the Issuer hereby appoints the Paying Agent/Registrar )
as its registrar and transfer agent to keep such books or records and make such transfers
and registrations under such reasonable regulations as the Issuer and Paying Agent/Registrar '
may prescribe; and the Paying Agent/Registrar shall make such transfers and registrations ]
as herein provided. The Paying Agent/Registrar shall obtain and record in the Registration
Books the address of the registered owner of each Bond to which payments with respect to
the Bonds shall be mailed, as herein provided; but it shall be the duty of each registered
owner to notify the Paying Agent/Regisirar in writing of the address to which payments shail
be mailed, and such interest payments shall not be mailed unless such notice has been given.
The Issuer shall have the right to inspect the Registration Books during regular business
hours of the Paying Agent/Registrar, but otherwise the Paying Agent/Registrar shall keep
the Registration Books confidential and, unless otherwise required by law, shall aot permit
their inspection by any other entity. Registration of each Bond may be transferred in the
Registration Books only upon presentation and surrender of such Bond to the Paying
Agent/Registrar for transfer of registration and cancellation, together with proper written
instruments of assignment, in form and with guarantee of signatures satisfactory to the
Paying Agent/Registrar, (i) evidencing the assignment of the Bond, or any portion thereof
in any integral multiple of $5,000, to the assignee or assignees thereof, and (ii) the right of
such assignee or assignees to have the Bond or any such portion thereof registered in the
name of such assignee or assignees. Upon the assignment and transfer of any Bond or any
portion thereof, a new substitute Bond or Bonds shall be issued in conversion and exchange
therefor in the manner herein provided. The Initial Bond, to the extent of the unpaid or
unredeemed principal balance thereof, may be assigned and transferred by the initial regis-
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tered owner thereof once only, and to one or more assignees designated in writing by the
initial registered owner thereof. All Bonds issued and delivered in conversion of and
exchange for the Initial Bond shall be in any denomination or denominations of any integral
multiple of $5,000 (subject to the requirement hereinafter stated that each substitute Bond
shall have a single stated principal maturity date), shall be in the form prescribed in the
FORM OF SUBSTITUTE BOND set forth in this Ordinance, and shall have the
characteristics, and may be assigned, transferred, and converted as hereinafter provided. If
the Initial Bond or any portion thereof is assigned and transferred or converted the Initial
Bond must be surrendered to the Paying Agent/Registrar for cancellation, and each Bond
issued in exchange for any portion of the Initial Bond shall have a single stated principal
maturity date, and shall not be payable in installments; and each such Bond shali have a
principal maturity date corresponding to the due date of the installment of principal or
portion thereof for which the substitute Bond is being exchanged; and each such Bond shall
bear interest at the single rate applicable to and borne by such instaliment of principal or
portion thereof for which it is being exchanged. If only a portion of the Initial Bond is
assigned and transferred, there shall be delivered to and registered in the name of the initial
registered owner substitute Bonds in exchange for the unassigned balance of the Initial Bond
in the same manner as if the initial registered owner were the assignee thereof. I any Bond
or portion thereof other than the Initial Bond is assigned and transferred or converted each
Bond issued in exchange shall have the same principal maturity date and bear interest at
the same raie as the Bond for which it is exchanged. A form of assignment shall be printed
or endorsed on each Bond, excepting the Initial Bond, which shall be executed by the
registered owner or its duly authorized attorney or representative to evidence an assignment
thereof. Upon surrender of any Bonds or any portion or portions thereof for transfer of
registration, an authorized representative of the Paying Agent/Registrar shall make such
transfer in the Registration Books, and shall deliver a new fully registered substitute Bond
or Bonds, having the characteristics herein described, payabie to such assignee or assignees
(which then will be the registered owner or ownerss of such new Bond or Boads), or to the
previous registered owner in case only a portion of a Bond is being assigned and transferred,
all in conversion of and exchange for said assigned Bord or Bonds or any portion or portions
thereof, in the same form and manner, and with the same effect, as provided in Section 6(d),
below, for the conversion and exchange of Bonds by any registered owner of a Bond. The
Issuer shall pay the Paying Agent/Registrar’s standard or customary fees and charges for
making such transfer and delivery of & substitute Bond or Bonds, but the one requesting
such transfer shall pay any taxes or other governmental charges required to be paid with
respect thereto. The Paying Agent/Registrar shall not be required to make transfers of
registration of any Bond or any portion thereof (i) during the period commencing with the
close of business o any Record Date and ending with the opening of business on the next
following principal or interest payment date, or, (ii) with respect to any Bond or any portion
thereof called for redemption prior to maturity, within 45 days prior to its redemption date.

(b) Owyership of Bonds. The entity in whose name any Bond shall be registered in
the Registration Books at any time shall be deemed and treated as the absolute owner
thereof for all purposes of this Ordinance, whether or not such Bond shall be overdue, and
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the Issuer and the Paying Agent/Registrar shall not be affected by any notice to the contraty;
and payment of, or on account of, the principal of, premium, if any, and interest on any such

_ Bond shall be made only to such registered owner. All such payments shall be valid and

effectual to sadsfy and discharge the liability upon such Bond to the extent of the sum or
sums so paid.

{c) Payment of Bonds and Interest. The Issuer hereby further appoints the Paying
Agent/Registrar to act as the paying agent for paying the principal of and interest on the
Bonds, and to act as its agent to convert and exchange or replace Bonds, all as provided in
this Ordinance. The Paying Agent/Registrar shall keep proper records of all payments made
by the Issuer and the Paying Agent/Registrar with respect to the Bonds, and of all
conversions and exchanges of Bonds, and all replacements of Bouds, as provided in this
Ordinance. However, in the event of a nonpayment 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 Issuer. Notice of the Special
Record Date and of the scheduled payment date of the past due interest (which shall be 15
days after the Special Record Date) shall be sent at least five (5) business days prior to the
Special Record Date by United States mail, first class postage prepaid, to the address of
each Bondholder appearing on the Security Register at the close of business on the last
business day next preceding the date of mailing of such notice.

(d) Conversion apd Exchange or Rer s Authentication. Each Bond issued
and defivered pursuant to this Ordinance, to the extent of the unpaid or unredecmed
principal balance or principal amount thereof, may, upon surrender of such Bond at the
principal corporate trust office of the Paying Agent/Registrar, together with a written request
therefor duly executed by the registered owner or the assignee or assignees thereof, or its
or their duly authorized attorneys or represe atatives, with guarantee of signatures satisfactory
to the Paying Agent/Registrar, may, at the option of the registered owner or such assignee
or assignees, as appropriate, be converted into and exchanged for fully registered bonds,
without interest coupons, in the form prescribed in the FORM OF SUBSTITUTE BOND
set forth in this Ordinance, in the denomination of $5,000, or any integral multiple of $5,000
(subject to the requirement hereinafier stated that each substitute Bond shall have a single
stated maturity date), as requested in writing by such registered owner or such assignee or
assignees, in an apgregate principal amount equal to the unpaid or unredeemed principal
balance or principal amount of any Band or Bonds so surrendered, and payable to the
appropriate registered owner, assignee, or assignees, as the case may be. If the Initial Bond
is assigned and-transferred or converied each substitute Bond issued in exchange for any
portion of the Initial Bond shall have a single stated principal maturity date, and shall not
be payable in installments; and each such Bond shall have a principal maturity date
corresponding to the due date of the installment of principal or portion thereof for which
the substitute Boad is being exchanged; and each such Bond shall bear interest at the single
rate applicable to and borne by such installment of principal or portion thereof for which
it is being exchanged. If a portion of any Bond (other than the Initial Bond) shall be
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redeemed prior to its scheduled maturity as provided herein, a substitute Bond or Bonds
having the same maturity date, bearing interest at the same rate, in the denomination or
denominations of any integral multiple of $5,000 at the request of the registered owner, and
in aggregate principal amount equal to the unredeemed portion thereof, will be issued to
the registered owner upon switender thereof for cancellation. If any Bond or portion
thereof (other than the Initial Bond) is assigned and transferred or converted, each Bond
issued in exchange therefor shall have the sare principal maturity date and bear interest at
the same rate as the Bond for which it is being exchanged. Each substitute Bond shall bear
a letter and/or number to distinguish it from each other Bond. The Paying Agent/Registrar
shall convert and exchange or replace Bonds as provided herein, and each fully registered
bond delivered in gonversion of and exchange for or replacernent of any Bond or portion
thereof as permitted or required by any provision of this Ordinance shall constitute one of
the Bonds for all purposes of this Ordinance, and may again be converted and exchanged
or replaced. It is specifically provided that any Bond authenticated in conversion of and
exchange for or replacement of another Bond on or prior to the first scheduled Record Date
for the Initial Bond shall bear interest from the date of the Initial Bond, but each substitute
Bond so authenticated after such first scheduled Record Date shall bear interest from the
interest payment date next preceding the date on which such substitute Bond was so
authenticated, unless such Bond is authenticated after any Record Date but on or before the
next following interest payment date, in which case it shall bear interest from such next
following interest payment date; provided, however, that if at the time of delivery of any
substitute Bond the interest on the Bond for which it is being exchanged is due but has not
been paid, then such Bond shall bear interest from the date to which such interest has been
paid in full. THE INITIAL BOND issued and delivered pursuant to this Ordinance is not
required to be, and shall not be, authenticated by the Paying Agent/ Registrar, but on each
substitute Bond issued in conversion of and exchange for or replacement of any Bond or
Bonds issued under this Ordinance there shall be printed a certificate, in the form
substantially as follows:

"PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

It is hereby certified that this Bond has been issued under the provisions of the Bond
Ordinance described on the face of this Bond; and that this Bond has been issued in conver-
sion of and exchange for or replacement of a bond, bonds, or a portion of a bond or bouds
of an issue which originally was approved by the Attorney General of the State of Texas and
registered by the Comptroller of Public Accounts of the State of Texas.

Paying Agent/Registrar

T U AP PR e S g

B i e L e
. e R L e Y

Dated By _
Authorized Representative”

Au authorized representative of the Paying Agent/Registrar shall, before the delivery of any
such Bond, date and manually sign the above Certificate, and no such Bond shall be deemed
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to be issued or outstanding unless such Certificate is so executed. The Paying

Agent/Registrar promptly shall cancel all Bonds surrendered for conversion and exchange
or replacement. No additional ordinances, orders, or resolutions need be passed or adopted
by the governing body of the Issuer or any other body or person so as to accomplish the
foregoing conversion and exchange or replacement of any Bond or portion thereof, and the
Paying Agent/Registrar shall provide for the printing, execution, and delivery of the
substitute Bonds in the manner prescribed herein, and said Bonds shall be of type composi-
tion printed on paper with lithographed or steel engraved borders of customary weight and
strength, Pursuant to Vernon’s Ann. Tex. Civ. St. Art. 717k-6, and particularly Section 6
thereof, the duty of conversion and exchange or replacement of Bonds as aforesaid is hereby
imposed upon the Paying Agent/Registrar, and, upon the execution of the above Paying
Agent/Registrar’s Authentication Certificate, the converted and exchanged or replaced Bond
shall be valid, incontestable, and enforceable in the same manner and with the same effect
as the Initial Bond which originally was issued pursuant to this Ordinance, approved by the
Attorney General, and registered by the Comptroller of Public Accounts. The Issuer shall
pay the Paying Agent/Registrar’s standard or customary fees and charges for transferring,
converting, and exchanging any Bond or any portion thereof, but the one requesting any such
transfer, conversion, and exchange shall pay any taxes or governmental charges required to
be paid with respect thereto as a condition precedent to the exercise of such privilege of
conversion and exchange. The Paying Agent/Registrar shall not be required to make any
such conversion and exchange or replacement of Bands or any portion thereof (i) during the
period commencing with the close of business on any Record Date and ending with the
opening of business on the next following principal or interest payment date, or, (i) with
respect to any Bond or portion thereof called for redemption prior to matusity, within 45
days prior to its redemption date. .

(¢) InGeneral. All Bonds issued in conversion and exchange or replacement of any
other Bond or portion thereof, (i) shall be issued in fully registered form, without interest
coupons, with the principal of and interest on such Bonds to be payable only to the
registered owners thereof, (i) may be redeemed prior to their scheduled maturities, (iii) may
be transferred and assigned, (iv) may be converted and exchanged for other Bonds, (v) shall
have the characteristics, (vi) shall be signed and sealed, and (vii) the principal of and interest
on the Bonds shall be payable, all as provided, and in the manner required or indicated, in
the FORM OF SUBSTTTUTE BOND set forth in this Ordinance.

(f) Payment of Fees and Charges. The Issuer hereby covenants with the registered
owners of the Boads that it will (i) pay the standard or customary fees and charges of the
Paying Agent/Registrar for its services with respect to the payment of the principal of and
interest on the Bonds, when due, and (ii) pay the fees and charges of the Paying
AgenyRegistrar for services with respect to the transfer of registration of Bonds, and with
respect to the conversion and exchange of Bonds solely to the extent above provided in this
or i’ ce' . .o . e e A e e e e e e\ —pan o
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(2) Substitute Payi eni/Registrar. The Issuer covenants with the registered
owners of the Bonds that at all times while the Bonds are outstanding the Issuer will provide
a competent and legally qualified bank, trust company, finaneial institution, or other agency
to act as and perform the services of Paying Agent/Registrar for the Bonds under this
Ordinance, and that the Paying Agent/Registrar will be one entity. The Issuer reserves the
right to, and may, at its option, change the Paying Agent/Registrar upon not less than 120
days written notice to the Paying Agent/ Registrar, to be effective not later than 60 days
prior to the next principal ot interest payment date after such notice. In the event that the
entity at any time acting as Paying Agent/Registrar (or its successor by merger, acquisition,
or other method) should resign or otherwise cease to act as such, the Issuer covenants that
promptly it will appoint a competent and legally qualified bank, trust company, financial
institution, or other agency to act as Paying Agent/Registrar under this Ordinance. Upon
any change in the Paying Agent/Registrar, the previous Paying Agent/Registrar promptly
shall transfer and deliver the Registration Books (or a copy thereof), along with all other
pertinent books and records relating to the Bonds, to the new Paying Agent/Registrar
designated and appointed by the Issuer. Upoan any change in the Paying Agent/Registrar,
the Issuer promptly will cause a written notice thereof to be sent by the new Paying
Agent/Registrar to each registered owner of the Bonds, by United States mail, first-class
postage prepaid, which notice also shall give the address of the new Paying Agent/Registrar.
By accepting the position and performing as such, each Paying Agent/Registrar shall be i
deemed to have agreed to the provisions of this Ordinance, and a certified copy of this
Ordinance shall be delivered to each Paying Agent/Registrar, '

(h) Book-Entry On tem. The Bonds issued in exchange for the Bonds initially
issued to the purchaser specified herein shall be ipitially issued in the form of a separate
single fully registered Bond for each of the maturities thereof. Upon initial issuance, the
ownership of each such Bond shall be registered in the name of Cede & Co., as nominee '
of Depository Trust Company of New York ("DTC"), and except as provided in subsection .
() hereof, all of the outstanding Bonds shall be registered in the name of Cede & Co., as :
nominee of DTC.

With respect to Bonds registered in the name of Cede & Co., as nominee of DTC,
the Issuer and the Paying Agent/Registrar shall have no responsibility or obligation to any
DTC Participant or to any person on behalf of whom such a DTC Participant holds an
interest on the Bonds, Without limiting the immediately preceding sentence, the Issuer and -
the Paying Agent/Registrar shall have no respoasibility or obligation with respect to (i) the '
accuracy of the records of DTC, Cede & Co. or any DTC Participant with respect to any
ownership interest-in the Bonds, (ii} the delivery to any DTC Participant or any other
person, other than a Bondholder, as shown on the Registration Books, of any notice with
respect to the Bonds, including any notice of redemption, or (iif) the payment to any DTC
Participant or any other person, other than a Bondholder, as shown in the Registration
Books of any amount with respect to principal of, premium, if any, or interest on, as the case
may be, the Bonds. Notwithstanding any other provision of this Ordinance to the contrary,
the Issuer and the Paying Agent/Registrar shall be entitled to treat and consider the person
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in whose name each Bond is registered in the Registration Books as the absolute owner of
such Bond for the purpose of payment of principal, premium, if any, and interest, as the case
may be, with respect to such Bond, for the purpose of giving notices of redemption and
. other matters with respect to such Bond, for the purpose of registering transfers with respect
to such Bond, and for all other purposes whatsoever. The Paying Agent/Registrar shall pay
all pnncnpal of, premium, if any, and interest on the Bonds only to or upon the order of the
respective owners, as shown in the Registration Books as provided in this Ordinance, or their
respective attorneys duly authorized in writing, and all such payments shall be valid and
effective to fully satisfy and discharge the Issuer’s obligations with respect to payment of
principal of, premium, if any, and interest on, or as the case may be, the Bonds to the extent
of the sum or sums so paid. No person other than an owner, as shown in the Registration
Books, shall receive a Bond certificate evidencing the obligation of the Issuer to make
payments of principal, premium, if any, and interest, as the case may be, pursuant {o this
Ordinance. 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 Ordinance with respect to interest checks being mailed to
the registered owner at the close of business on the Record Date, the word "Cede & Co."
in this Ordinance shall refer to such new nominee of DTC.

the event that the Issuer or the Paymg Agcnt/chlst.rar dctcrmmes that DTC is mcapablc
of discharging its responsibilities described herein and in the representation letter of the
Issuer to DTC and that it is in the best interest of the beneficial owners of the Bonds that
they be able to obtain certificated Bonds, the Issuer or the Paying Agent/Registrar shall (i)
appoint a successor securities depositoty, qualified to act as such under Section 17(a) of the
Securities and Exchange Act of 1934, as amended, notify DTC and DTC Participants of the
appointment of such successor securities depository and transfer one or more separate
Bonds to such successor securities depository or (ii) notify DTC and DTC Participants of the
availability through DTC of Bonds and transfer one or more separate Bonds to DTC
Participants having Bonds credited to their DTC accounts. In such event, the Bonds shall
no longer be restricted to being registered in the Registration Books in the name of Cede
& Co., as nominee of DTC, but may be registered in the name of the successor securities
depository, or its nominee, or in whatever name or names Bondholders transferring or
exchanging Bonds shall designate, in accordance with the provisions of this Ordinance.

(i) Payments to Cede & Co. Notwithstanding any other provision of this Ordinance
to the contrary, so long as any Bond is registered in the name of Cede & Co., a5 nominee
of DTC, all payments with respect to principal of, premium, if any, and interest on, or as the
case may be, such Bond and all notices with respect to such Bond shall be made and given,
respectively, in the manner provided in the representation letter of the Issuer to DTC.
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Section 7. FORM OF SUBSTITUTE BONDS. The form of all Bonds issued in
conversion and exchange or replacement of any other Bond or portion thereof, including the .
- form of Paying Agent/Registrar’s Certificate to be printed on each of such Bonds, and the M,
Form of Assignment to be printed on each of the Bonds, shall be, respectively, substantially _
as follows, with such appropriate variations, omissions, or insertions as are permitted or e
required by this Ordinance. . ) _ L

PRINCIPAL
NO. __ | . AMOUNT
UNITED STATES OF AMERICA
STATE OF TEXAS
COUNTY OF DALLAS
CITY OF MESQUITE, TEXAS
MUNICIPAL DRAINAGE UTILITY SYSTEM REVENUE BOND
SERIES 1993
INTEREST MATURITY DATE OF cuUsp

RATE DATE ORIGNAL ISSUE  _NO.
7 November 1, 1993 : e

ON THE MATURITY DATE specified above 'I‘HE CITY OF MESQUITE, in
Dallas County, Texas (the "Issuer”), being a political subdivision of the State of Texas,
hereby promises to pay to

or to the registered assignee hereof (cither being hereinafter called the "n;gistered owner')
the principal amount of o

and to pay interest thereon from November 1, 1993 to the maturity date specified above, or
the date of redemption prior to maturity, at the interest rate per annum specified above;
with interest being payable on March 1, 1994 and semiannually thereafter on each
September 1and March 1, except that if the date of authentication of this Bond is later than
February 15, 1994, such principal amount shall bear interest from the interest payment date
next preceding the date of authentication, unless such date of authentication is after any
Record Date (hereinafter defined) but on or before the next following interest payment
date, in which case’ such principal amount shall bear interest from such next following
interest payment date. '

THE PRINCIPAL OF AND INTEREST ON this Bond are payable in lawful money
of the United States of America, without exchange or collection charges. The principal of
this Bond shall be paid to the registered owner hereof upon presentation and surrender of
this Bond at maturity or upon the date fixed for its redemption prior to maturity, at the
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principal corporate trust office of Texas Commerce Trust Company, National Association,
Dallas, Texas, which is the "Paying Agent/Registrar” for this Bond. The payment of interest
on this Bond shall be made by the Paying Agent/Registrar to the registered owner hereof
on each interest payment date by check or draft, dated as of such interest payment date,
drawn by the Paying Agent/Registrar on, and payable solely from, funds of the Issuer
required by the ordinance authorizing the issuance of the Bonds {the "Bond Ordinance™) to
be on deposit with the Paying Agent/Registrar for such purpose as hereinafter provided; and
such check or draft shall be sent by the Paying Agent/Registrar by United States Mail, first-
class postage prepaid, on each such interest payment date, to the registered owner hereof,
at the address of the registered owner, as it appeared on the 15th day of the month next
pteceding each such date (the "Record Date™) on the Registration Books kept by the Paying
Agent/Registrar, as hereinafter described, or by such other method acceptable to the Paying
Agent/Registrar requested by, and the risk and expense of, the registered owner. Any
accrued interest due upon the redemption of this Bond prior to maturity as provided herein
shall be paid to the registered owner upon presentation and surrender of this Bond for
redemption and payment at the principal corporate trust office of the Paying
Agent/Registrar. The Issuer covenants with the registered owner of this Bond that on or
before each principal payment date, interest payment date, and accrued interest payment
date for this Bond it will make available to the Paying Agent/Registrar, from the "Interest
and Sinking Fund" created by the Bond Ordinance, the amounts required to provide for the
payment, in immediately available funds, of all principal of and interest on the Bonds, when
e, T T i i

IF THE DATE for the payment of the principal of or interest on this Bond shall be
a Saturday, Sunday, a legal holiday, or a day on which banking institutions in the City where

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 Saturday, |
Sunday, legal holiday, or day on which banking institutions are authorized to close; and :
payment on such date shall have the same force and effect as if made on the original date !
payment was due, ;

THIS BOND is one of an issue of Bonds initially dated November 1, 1993, authorized
in accordance with the Constitution and laws of the State of Texas in the principal amount
of $2,260,000, for the purpose of financing the costs of drainage improvements, including the i
acquisition, construction and repair of structures, equipment and facilities for the Issuer’s
Municipal Drainage Utility System.

i .

ON MARCH 1, 2003, or any date thereafter, the Bonds of this Series may be

redeemed prior to their scheduled maturities, at the option of the Issuer, with funds derived -

--~—from any available and lawiful source, as a whole, or in part, and, if in part, the Issuer shall '
select and designate the maturity or maturities and the amount that is to be redeemed, and
if less than a whole maturity is to be called, the Issuer shall direct the Paying
Agent/Registrar to call by lot (provided that a portion of a Bond may be redeemed only in
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an iniegrai h:ultiple of $5,000), at the redemption price of the principal amount thereof, phié ‘
accrued interest to the date fixed for redemption.

AT LEAST 30 days pnor to the date fixed for any redemption of Bonds or portions
thereof prior to maturity a written notice of such redemption shall be pubhshcd 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). Such notice also shall be sent by the Paying Agent/Registrar by United States
mail, first class postage prepaid, not less than 30 days prior to the date fixed for any such
redemption, to the registered owner of each Bond to be redeemed at its address as it ap-
peared on the 45th day prior to such redemption date; provlded, however, that the failure
to send, mail, or receive such notice, or any defect therein or in the sending or mailing
thereof, shall not affect the validity or effectiveness of the proceedings for the redemptxon
of any Bond, and it is hereby specifically provided that the publication of such notice as
required above shall be the only notice actually required in connection with or as a
prerequisite to the redemption of any Bonds or portions thereof. By the date fixed for any
such redemption duve provision shall be made with the Paying Agent/Registrar for the
payment of the required redemption price for the Bonds or portions thereof which are to
be so redeemed, plus accrued interest thereon to the date fixed for redemption. If such
written notice of redemption is published and if due provision for such payment is made, all
as provided above, the Bonds or portions thereof which are to be so redeemed thereby
automatically shall be treated as redeemed prior to their scheduled maturities, and they shall
not bear interest after the date fixed for redemption, and they shall not be regarded as being
outstanding except for the right of the registered owner to reccive the redemption price plus
accrued interest from the Paying Agent/Registrar out of the funds provided for such
payment. If a portion of any Bond shall be redeemed a substitute Bond or Bonds having
the same maturity date, bearing interest at the same rate, in any denomination or
denominations in any integral multiple of $5,000, at the written request of the registered
owner, and in aggregate principal amount equal to the unredeemed portion thereof, will be
issued to the registered owner upon the surrender thereof for cancellation, at the expcnse
of the Issuer, all as provided in the Bond Ordinance.

THIS BOND OR ANY PORTION OR PORTIONS HEREOF IN ANY INTEGRAL
MULTIPLE OF $5,000 may be assigned and shall be transferred only in the Registration
Books of the Issuer kept by the Paying Agent/Registrar acting in the capacity of registrar for
the Bonds, upon the terms and conditions set forth in the Bond Ordinance. Among other
requirements for -such assignmeni and transfer, this Bond must be presented and
surrendered to the Paying Agent/Registrar, together with proper instrurgents of assignment,
in form and with guarantee of signatures satisfactory to the Paying Agent/Registrar,

——evidencing assignment of this Bond or any portion or portions hereof in any integral multiple
of $5,000 to the assignee or assignees in whose name or names this Bond or any such
portion or portions hereof is or are to be transferred and registered. The form of
Assignment printed or endorsed on this Bond shall be executed by the registered owner or
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. its duly authorized attorney or representative,to evidence the assignment hereof. A new
Bond or Bonds payable to such assignee or assignees (which then will be the new registered
ownet or owners of such new Bond or Bonds), or to the previous registered owner in the
case of the assignment and transfer of only a portion of this Bond, may be delivered by the

Paying Agent/Registrar in conversion of and exchange for this Bond, all in the form and -

manner as provided in the next paragraph hereof for the conversion and exchange of other
Bonds. The Issuer shall pay the Paying Agent/Registrar’s standatd or customary fees and
charges for making such transfer, but the one requesting such transfer shall pay any taxes
or other governmental charges required to be paid with respect thereto. The Paying
Agent/Registrar shall not be required to make transfers of registration of this Bond or any
portion hereof (i) during the period commencing with the close of business on any Record
Date and ending with the opening of business on the next following principal or inteest
payment date, or, (i} with respect to any Bond or any portion thereof called for redemption
prior to maturity, within 45 days prior to its redemption date. The registered owner of this
Bond shall be deemed and treated by the Issuer and the Paying Agent/Registrar as the
absolute owner hereof for all purposes, including payment and discharge of liability upon this
Bond to the extent of such payment, and the Isuer and the Paying Agent/Registrar shall not
be affected by any notice to the contrary.

. ALL BONDS OF THIS SERIES are issuable solely as fully registered bonds, without

interest coupons, in the denomination of any integral multiple of $5,000. As provided in
the Bond Ordinance, this Boad, or any unredeemed portion hereof, may, at the request of
the registered owner or the assignee or assignees hereof, be converted inio and exchanged
for a Like aggregate principal amount of fully registered bonds, without interest coupons,
payable to the appropriate registered owner, assignee, or assignees, as the case may be,
having the same maturity date, and bearing interest at the same rate, in any denomination
or denominations in any integral multiple of $5,000 as requested in writing by the
sppropriate registered owner, assignee, or assignees, as the case may be, upon surrender of
this Bond to the Paying Agent/Registrar for cancellation, all in accordance with the form and
procedures set forth in the Bond Ordinance, The Issuer shall pay the Paying
Agent/Registrar’s standard or customary fees and charges for transferring, converting, and
exchanging any Bond or any portion thereof, but the one requesting such transfer, conver-
sion, and exchange shall pay any taxes or governmental charges required to be paid with
respect thereto as a condition precedent to the exercise of such privilege of conversion and
exchange. The Paying Agent/Registrar shall not be required to make any such conversion
and exchange (i) during the period commencing with the close of business on any Record
Date and ending with the opening of business on the next following principal or interest
payment date, or, (i) with respect to any Bond or portion thereof called for redemption
prior to maturity, within 45 days prior to its redemption date.

IN THE EVENT any Paying Agent/Registrar for the Bonds is changed by the Issuer,

tesigns, or otherwise ceases 10 act as such, the Issuer has covenanied in the Bond Ordinance
that it promptly will appoint a competent and legally qualified substitute therefor, and
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promptly will cause written notice thereof to be mailed to the registered owners of the
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validly authorized, issued, and delivered pursuant to the laws of the State of Texas; that all
acts, conditions, and things required or proper to be performed, exist, and be done
precedent to or in the authorization, issuance, and delivery of this Bond and the Serfes of
which it is a part have been performed, existed, and been done in accordance with law; that
this Bond is a special obligation of said Issuer, and that the principal of and interest on this
Bond, is payable from and secured by a first lien on and pledge of the revenues of the
Issuer's Municipal Drainage Utility System.

THE ISSUER has reserved the right, subject to the restrictions stated, and adopted
by reference, in the Ordinance authorizing this Series of Bonds, to issue additional parity
revenue bonds which also may be made payable from, and secured by a first lien on and
pledge of, the aforesaid revenues of the Municipal Drainage Utility System.

THE REGISTERED OWNER HEREOF shall never have the right to demand
payment of this Bond or the interest hereon out of any funds raised or to be raised by

taxation, or from any sources whatsoever other than those described in the Bond Ordinance.

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

IN WITNESS WHEREOY, the Issuer has caused this Bond to be signed with the
manual or facsimile sighature of the Mayor of the Issuer and countersigned with the manual
or facsimile signature of the City Secretary of the Issuer, and has caused the official seal of
the Issuer to be duly impressed, or placed in facsimile, on this Bond.

City Secretary Mayor
SEAL |
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ITIS I-IERE.BY certified, recited, and covenanted that tlus Bond has been duly and
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FORM OF PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

'PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

T R TR
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(To be executed if this Bond is not accompanied by an executed Reg.iisti;a’tidﬁ. )
Clertificate of the Comptroller of Public Accounts of the State of Texas)

Yt is hereby certified that this Bond has been issued under the provisions of the Bond
Ordinance described in the text of this Bond; and that this Bond has been issved in conver-
sion or replacement of, or in exchange for, a bond, bonds, or a portion of a bond or bonds
of a Series which originally was approved by the Attorney General of the State of Texas and
registered by the Comptroller of Public Accouns of the State of Texas.

Dated Texas Commerce Trust Company
National Association

By .
Authorized Representative

FORM OF ASSIGNMENT:
ASSIGNMENT

FOR VALUE RECEIVED, the undersigned registered owner of this Bond, or duly
authorized representative or attorney thereof, hereby assigns this Bond to

/ /
(Assignee’s Social Security (print or type Assignee’s name
or Taxpayer Identification Number and address, including zip code)

and hereby irrevocably constitutes and appoints

attorney to transfer the registration of this Bond on the Paying Agenthegistra}’s
Registration Books with full power of substitution in the premises.

Dated
Signature Guaranteed:

NOTICE: This signature must be guaranteed by a member of the New York Stock
Exchange or a commercial bank or trust company.

Registered Owner e -
NOTICE: This signature must correspond with the name of the Registered Owner
appearing on the face of this Bond in every particular without alteration or enlargement or

any change whatsoever.
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--Section 8. DEFINITIONS. For all purposes of this Ordinance and in particular for .
clanty with respect to the issuance of the Bonds herein authorized and the pledge and
appropriation of revenues therefor, the following definitions are provided:

(a) The term "Municipal Drainage Utility System" or "System" shall mean all land,
easements and interest in land, together with all structures, equipment and facilities used in
draining benefitted property (within the meaning of the Act), including, but not limited to,
bridges, catch basins, channels, conduits, creeks, culverts, detention ponds, ditches, draws,
flumes, pipes, pumps, stoughs, treatment works, and appurtenances to those items, whether
natural or artificial, or using force or gravity, that are vsed to draw off surface water from
land, carry the water away, collect, stole, or treat the water, or diveri the water into natural
or artificial watercourses. :

(b) The term "Bonds" shall mean the City of Mesquite, Texas Municipal Drainage
Utility System Revenue Bonds, Series 1993, authorized by this Ordinance.

{c) The term "Operating and Maintenance Expenses” shall mean all current expenses
of operating and maintaining the System, including all salaries, labor, materials, and
administrative costs, allocable under generally accepted accounting principles, to the System.
Depreciation charges and other costs and disbursements which may be capitalized under
generally accepted accounting principles shall not be considered Operating and Maintenance

Expenses.

{(d) The term "Ordinance" shall mean the Ordinance under w}uch the Bonds are
authorized.

(e) The term "Additional Bonds" shall mean the additional parity revenue bonds
which the Issuer reserves the right to issue and deliver in the future, as provided by this
Ordinance.

{(f) The term "Revenues" shall mean all income, receipts and revenues of every
pature derived or received from the operation and ownership (excluding restricted gifts,
grants in aid of construction) of the System, including earnings and income derived from the
investment or deposit of moneys in any special funds or accounts created and established
for the payment and security of the Bonds, Additional Bonds and other obligations payable
solely from and secured only by a lien on and pledge of the Revenues of the System.

Section 9. PLEDGE. The Bonds and Additional Bonds, and the interest thereon, are
and shall be payable from and secured by a first lien on and pledge of the Revenues of the
System and said Revenues of the System are further pledged to the establishment and
maintenance of the funds hereinafter created.

Section 10. RATES AND CHARGES. For the benefit of the original purchasers
as well as the ultimate owners of the Bonds and Additional Bonds, and in addition io all

f— -Mu
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. provisions and covenants in the laws of the State of Texas and in the ordinance, it is
‘expressly stipulated that the Issuer shall, at all times, while any of the Bonds or Additional
Bonds are outstanding and unpaid, maintain rates and collect drainage charges for facilities
and services afforded by the System, on the basis of available information and experience
"“angd with due allowance for contingencies. ' ' L T R oy
(a) Pay for all maintenance, operation, debt service, depreciation, replacement and
betterment charges of the System;

(b) Establish and maintain the Interest and Sinking Fund and the Reserve Fund as
provided for in the Ordinance; , .
(¢) Produce revenues each year in an amount reasonably anticipated to be not less
than 1.25 times the average annual principal and interest requirements of the Bonds and
Additional Bonds from time to time ouistanding; and

(d) Pay all outstanding indebtedness against the System, other than the Bonds and
Additional Bonds as and when the same become due,

Section 11. SYSTEM FUND. The Issuer covenants that it will deposit, as collected,
all revenues of every nature derived from the operation of the System, into & separate
account known as the City of Mesquite, Texas Municipal Drainage Utility System Revenue
Fund (herein called the "System Fund") established in the Ordinance, which shall be kept _
separate and apart from all other funds of the Issuer, and, further, that said Revenue Fund :
shall be pledged and appropriated to the following uses and in order of precedence shown:

First; To the "Interest and Sinking Fund” and the "Reserve Fund" for the payment
of principal of and interest on the Bonds and Additional Bonds, when and as the
same fall due and mature.

Second: To the payment of all necessary and reasonable maintenance and operatio
expenses of the System as said expenses are defined by law, :

Third: To any other purpose of the Issuer now or hereafter permitted by law.
Section 12. INTEREST AND SINKING FUND. The following provisions shall

govern the establishment, maintenance and use of the City of Mesquite, Texas Municipal
Drainage Utility System Interest and Sinking Fuad (the "Interest and Sinking Fund"):

The Issuer covenants that from the funds in the Revenue Fund, the Issuer shall pay

into the Interest and Sinking Fund during each year in which any of the Bonds are out-

o —standing, an amount equai to 100% of the amount required to meet the principal, Interest
and Sinking Fund and interest payments falling due on or before the next maturity or

redemption date of the Bonds, such payment to be made in equal monthly installments. If
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the revenues of the System in any month, after deductions for maintenance and operation
expenses, are then insufficient to make the required payments into the Interest and Sinking
Fund, then the amount of any deficiency in the payment shall be added to the amount
otherwise required to be paid into the Interest and Sinking Fund in the next month. All
moneys paid into the Interest and Sinking Fund shall be deposited in the Issuer’s depository
bank, and said depository bank shall, not later than any principal or interest payment date,
transfer the amount then to become due to the Paying Agent/Repistrar. Said moneys not
invested shall be continuously secured by a valid pledge to the Issuer of direct obligations
of the United States of America, having an aggregate market value, exclusive of accrued
interest, at all times at least equal to such uninvested moneys in the Interest and Sinking
Fund.

Section 13. RESERVE FUND. The following provisions shall govern the
establishment, maintenance and use of the City of Mesquite, Texas Municipal Drainage
Utility System Reserve Fund (the "Reserve Fund"):

There shall be established and maintained a Reserve Fund for the purposes of (i)
finally retiring the last of the Bonds or Additional Bonds and (ii) paying principal of and
interest on the Bonds or Additional Bonds in the event moneys on hand in the Interest and
Sinking Fund are insufficient for such purpose.

The amount to be accumulated in the Reserve Fund shall be equal to the average
annual debt service requirements on all outstanding Bonds and Additional Bonds (the
"Required Reserve Fund" ). The Issuer shall deposit in the Reserve Fund on the 25th day
of each month hereafter, commencing December 25, 1993, until the Fund shall contain
$

In the event money in said Reserve Fund is used for the purpose for which the same
is established, the amount required to make up the deficiency so that the Required Reserve
Fund is on deposit in such Fund shall be paid into such Fund in not more than 60 months,
in equal consecutive monthly installments.

The depository bank of the Issuer is designated as the custodian of the Reserve Fuﬁd
and the deposits above prescribed shall be transmitted to said Bond in said depository bank.

Section 14. INVESTMENT OF CERTAIN FUNDS. The Interest and Sinking Fund
may be invested in such securities or in such manner as may be lawiful investmenis for an
Interest and Sinking Fund. All moneys resulting from the investment of said Fund remain
in the Interest and Sinking Fund.

- The Reserve Fund may be invested -or reinvested from time to time in direct

obligations of, or obligations, the principal and interest of which are guaranteed by the

United States of America or invested in direct obligations of participation certificates
guaranteed by the Federal Intermediate Credit Banks, Federal Land Banks, Federal
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Nationa! Morigage Association, Federal Home Loan Banks, Banks for Caoperaﬁveé, and

in certificates of deposit of any bank or trust company, the deposits of which are fully
secured by a pledge of securities of any of the kinds hereinabove specified, such obligations
or securities to mature in not more than ten years from the date of such investment or not
later than the final maturity of the Bonds outstanding for which the Reserve Fund is
established, whichever is shorter. Any obligations in which money is so investiment shall be
kept in escrow with the custodian of the Reserve Fund, and shall be promptly sold and the
proceeds of sale applied in the making of payments required 1o be made from the Reserve
Fund, whenever such payments are necessary to be made under the provisions of the
Ordinance. All moneys resulting from the investment of the Reserve Fund shail be
transferred to the System Fund as the same are received. ,

The Issuer’s depository bark shall invest the Interest and Sinking Fund and Reserve
Fund as directed by the Issuer’s Director of Finance or such other appropriate represen-
tative of the Issuer. If it becomes necessary to sell or dispose of investments in order to
utilize the funds for such purposes for which such funds were created, the depository bank
shall sell or dispose of such investment and give the Director of Finance notice thereof.

Section 15. FURTHER COVENANTS. The Issuer further covenants and agrees by
and through the Ordinance as follows:

(a) The Bonds shall be special obligations of the Issuer, and the registered owners
thereof shall never have the right to demand payment out of any funds raised or to be raised
by taxation.

(b) It has the lawful power to pledge the revenues supporting the Bonds and has
lawfully exercised said power under the Constitution and laws of the State of Texas, and that
the Bonds issued under the ordinance shall be ratably secured in such manner that no one
Bond shall have preference over any other Bond or Bonds.

(c) Other than for the payment of the Bonds and Additional Bonds, the Revenues
have not been in any manner pledged to the payment of any debt or obligation of the Issuer
or the System.

Section 16, ISSUANCE OF ADDITIONAL BONDS. (a) In addition to the right fo
issue bonds of inferior lien as authorized by law, the Issuer reserves the right to issue
Additional Bonds, under and in accordance with the ordinance, for the purpose of
improving, extending, equipping and repairing the System, and for the purpose of refunding
in any lawful manner, any part or all of the Bonds, any Additional Bonds then ouistanding.

_The Additional Bonds shall be secured by and payable from a first lien on and pledge of the

" "Revenues in the same manner and to the same extent as any then outstanding Bonds, and

the Additional Bonds then proposed to be issued shall in all respects be on a parity and of
equal dignity as 10 lien and right. Additional Bonds may be issued under the Ordinance in
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one or more installments; provided, however, that none of the Additional Bonds shall be
issued unless and until the following conditions have been met, to-wit:

=) The Issuer is not then in default as to any covenant, condition or obligation
‘prescribed by any ordinance authorizing the issuance of the outstanding Bonds or
Additional Bonds;

. R

(ii) Each of the special Funds created for the payment and security of the Bonds and
Additional Bonds contain the amount of money then required to be on deposit
therein;

(iii) The Issuer has secured from a certified public accountant a certificate showing
that the Revenues for either the compieted fiscal year next preceding the date of the
Additional Bonds or a consecutive twelve-month period out of the last fifteen months
next preceding the date of the Additional Bonds is equal to at least 1.25 times the
average annual principal and interest requirements {calculated on a fiscal year basis
at the time of issuance of Additional Bonds) of all Bonds and Additional Bonds
which will be outstanding after the issuance of the proposed Additional Bonds.
However, should the certificate of the accountant certify that the Revenues of the
System for the period covered thereby were less than required above, and a change
in the rates and charges for services afforded by the System became cffective at least
60 day’s prior to the last day of the period covered by the accountant’s certificate and
an independent engineer or engineering firm having a favorable reputation with
respect to such matters will certify that, had such change in rates and charges been
effective for the entire period covered by the accountant’s ceriificate, the Net
Eamings covered by the accountant’s certificate would have been, in his or their
opinion, equal to at least 1.25 times the average annual principal and interest
requirements (calculated on a fiscal year basis at the time of issuance of Additional
Bonds) of the outstanding Bonds and Additional Bonds after giving effect to the
issuance of the proposed Additional Bonds, then, in such event, the coverage
specified in the first sentence of this paragraph (iii) shall not be required for the
period specified, and such accountant’s certificate will be sufficient if accompanied
by an engineer’s certificate o the above effect;

(iv) The ordinance authorizing the Additional Bonds requests that deposits shall be -
made into the Interest and Sinking Fund in amounts adequate to pay the principai
Wl and interest requirements of the Additional Bonds as the same become due; and =
K provides thatthe aggregate amount to be accumulated and maintained in the Reserve
o Fund shall be an amount equal to the Required Reserve Fund for all outstanding
Bonds and the amount equal to the amount required by any ordinance authorizing
the issuance of any Additional Bonds theretofore issued and to be outstanding after
the issuance of said Additional Bonds. Such additional amount shall be so T
accumulated in not more than sixty months in equal monthly installments from the '
date of the Additional Bonds; and
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(v} The Additional Bonds are scheduled to mature only on March 1 or September
1 or both.

(b) The term "Revenues”, as used in the Ordinance, shall mean all income, receipts
and revenues derived from the operation of the System, including interest earned on
invested moneys in the special Fuads created therein for the payment and security of the
Bonds and Additional Bonds, after deduction of maintenance and operating expenses but
not deducting depreciation, and other expenditures which, under standard accounting
practice, should be classified as capital expenditures.

() Wherever, in the Ordinance, the Issuer reserves the right to issue Additional
Bonds, such term shall aiso include, mean and refer to any other forms; or types of
obligations which may be made lawfully payable from and secured by the Revenues.

Section 17. MAINTENANCE AND OPERATION; INSURANCE. The Issuer shalt
maintain the System in good condition and operate the same in an efficient manner and at
reasonable cost. So long as any Bonds or Additional Bonds are outstanding, the Issuer
agrees to maintain insurance or to self insure for the benefit of the registered owners thereof
on the System of 2 kind and in an amount which usually would be carried by private
companies engaged in a similar type of business. Nothing in the Ordinance shall be
construed as requiring the Issuer to expend any funds derived from sources other than the
operation of the System, but nothing therein shall be construed as preventing the Issuer from
doing so. _ .

Section 18. RECORDS, ACCOUNTS; ACCOUNTING REPORTS. The Issuer
covenants and agrees that so long as any Bonds, or any interest thereon, remain outstanding
and unpaid, it will keep and maintain a proper and complete system of records and accounts
pertaining to the operation of its System separate and apart from ali other records and ac-
counts; complete and comrect entries shall be made of al} transactions relating to the System,
and that the registered owners of any Bonds or any duly authorized agent or agents of such
registered owners shall have the right at all reasonable times to inspect all such records,
accounts and data relating thereto, and to inspect the System and all properties comprising
same. The Issuer further agrees that following 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. Each such audit, in addition to whatever other matters may be thought proper
by the accountant, shall particularly include the following:

= ---(a) A detailed statement of the income and expenditures of the System for such
Fiscal Year.

(b) A balance sheet as of the end of such Fiscal Year.
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(c) A list of the insurance policies in force at the end of the Fiscal Year on the
System properties, setting out as to each policy the amount thereof, the risks covered, the
name of the insurer, and the policy’s expiration date.

Expenses incurred in making the audits; referred to hereinabove are to be regarded
as maintepance and operation expenses and paid as such. Copies of the aforesaid annual
audit shall be immediately furnished, upon request, to the original purchaser or any
subsequent owner of the Bonds.

Section 19. EXCESS REVENUES. As provided in Section 11 hereof, all revenues
in excess of those required to establish and maintain the Interest and Sinking Fund and the
Reserve Fund as required and to pay all Operation and Maintenance expenses may be used
for any proper purpose now or hereafter permitted by law.

Section 20. SECURITY FOR FUNDS. All funds created by the Ordinance shall be
secured in the manner and to the fullest extent permitted by law for the security of public
funds and the funds created by the ordinance shall be used only for the purposes therein
specified. '

Section 21. REMEDY IN EVENT OF DEFAULT. In addition to all the rights and
remedics provided by the laws of the State of Texas, the Issuer covenants and agrees
particularly that in the event the Issuer (3) defaults in payments to be made to the Interest
and Sinking Fund or the Reserve Fund as required by the Ordinance, or (b) defaults in the
observance or performance of any other of the covenants, conditions or obligations set forth
in the Ordinance, the registered owner or owners of any of the Bonds shall be entitled to
a writ of mandamus issued by a court of proper jurisdiction, compelling and requiring the
Issuer and its officers to observe and perform any covenant, condition or obligation
prescribed in the ordinance. 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 provided shall be cumulative of all other existing remedies and
the specifications of such remedy shall not be deemed to be exclusive.

Section 22. BONDS ARE SPECIAL OBLIGATIONS. The Bonds are and shall be
special obligations of the Issuer payable from the pledged Revenues, and the registered
owner or owners thereof shall never have he right to demand payment of said obligations
out of funds raised or to be raised by taxation.

Section 23. BONDS ARE NEGOTIABLE INSTRUMENTS. Each of the Bonds
authorized shall be deemed and construed to be a "security”, and as such a negotiable
instrument, within the meaning of Article 8 of the Texas Uniform Commercial Code.
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Section 24. COMPETITION, SALE OF SYSTEM. So far as it legally may, the
Issuer covenants and agrees, for the protection and security of the Bonds, and the registered
owner or owners thereof from time to time, that it will not grant a franchise for the
operation of apy competing system in the Issuer until all Bonds shall have been retired.
Neither the System, nor a substantial part thereof, shall be sold while the Bonds are
outstanding, but nothing in the Ordinance shall prevent the sale of disposal of properties

constituting a part of the System which are no longer needed or useful in connection with
the operation thereof.

Section 25. ORDINANCE TO CONSTTTUTE CONTRACT AMENDMENTS. The
provisions of the ordinance shall constitute a contract between the Issuer and the registered
owner or owners from time to time of the Bonds and no change, variation or alieration of
any kind of the provisions of the Ordinance may be made, except as permitted in this
Section. The Issuer, may, without the consent of or notice to any registered owner or
owners, from time to time, and at any time, amend this Ordinance in any manner not
detrimental to the interests of the registered owner or owners holding 2 majority in
aggregate principal amount of the Bonds then outstanding affected thereby, amend, add to,
or rescind any of the provisions of this Ordinance;’ provided that, without the consent of all
registered owners of outstanding Bonds, no such amendment, addition or rescission shall (i)
extend the time or times of payment of the principal of, premium, if any, and interest on the
Bonds, reduce the principal amount thereof, the redemption price therefor, or the rate of
interest thereon, or in any other way modify the terms of payment of the principal of,
premium, if any, or interest on the Bonds, (ii) given any preference to any Bond over any
other Bond, or (iii) reduce the aggregate principal amount of Bonds required for consent
to any such amendment, addition or rescission. :

The term "Outstanding” when used in this Ordinance with respect 10 Bonds means,
as of the date of determination, all Bonds theretofore issued and delivered under this
Ordinance, except (i) those Bonds theretofore canceled by the Paying Agent/Registrar or
delivered to the Paying Agent/Registrar for cancellation; (i) those Bonds for which payment
has been duly provided by the Issuer of the irrevocable deposit with the Paying
Agent/Registrar of money 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 Ordinance or irrevocably provided to be given to the satisfaction of the
Paying Agent/Registrar, or waived; (iii) 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’6 hereof; and (iv) those Bonds for which the payment of the principal
of, premium, if any, and interest on has been fully provided for by the Issuer in accordance
with law.

" Section 26. DAMAGED, MUTILATED, LOST, STOLEN, OR DESTROYED
BONDS. (a) Replacempent Bonds. In the event any outstanding Bond is damaged,
mutilated, lost, stolen, or destroyed, the Paying Agent/Registrar shall cause to be printed,
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executed, and delivered, a new bond of the same principal amount, maturity, and interest
rate, as the damaged, mutilated, lost, stolen, or destroyed Bond, in replacement for such
Bond in the manner hereinafter provided.

(b) Application for Replacement Bonds. Application for replacement of damaged,
mutilated, lost, stolen, or destroyed Bonds shall be made by the registered owner thereof to

the Paying Agent/Registrar. In every case of loss, theft, or destruction of a Bond, the
registered owner applying for a replacement bond shall furnish to the Issuer and to the
Paying Agent/Registrar such security or indemnity as may be required by them to save each
of them harmless from any loss or damage with respect thereto, Also, in every case of loss,
theft, or destruction of a Bond, the registered owner shall furnish to the Issuer and to the
Paying Agent/Registrar evidence to their satisfaction of the loss, theft, or destruction of such
Bond, as the case may be. In every case of damage or mutilation of a Bond, the registered
owner shall surrender to the Paying Agent/Registrar for cancellation the Bond so damaged
or mutilated.

(¢) No Default Occurred. Notwithstanding the foregoing provisions of this Section,
in the event any such Bond shall have matured, and no default has occurred which is then
continuing in the payment of the principal of, redemption premium, if any, or interest on the
Bond, the Issuer may authorize the payment of the same (without surrender thereof except
in the case of a damaged or mutilated Bond) instead of issuing a replacement Bond,
provided security or indemnity is furnished as above provided in this Section.

(d) Charge for Issuing Replacement Bonds. Prior to the issuance of any replacement
bond, the Paying Agent/Registrar shall charge the registered owner of such Bond with all
legal, printing, and other expenses in connection therewith. Every replacement bond issued
pursuant to the provisions of this Section by virtue of the fact that any Bond is lost, stolen,
or destroyed shall constitute a contractual obligation of the Issuer whether or not the lost,
stolen, or destroyed Bond shall be found at any time, or be enforceable by anyone, and shall
be entitled to all the benefits of this Ordinance equally and proportionately with any and all
other Bonds duly issued under this Ordinance.

(¢) Authority for Issuing Replacement Bouds. In accordance with Section 6 of
Vermon’s Ann. Tex. Civ. St. Art, 717k-6, this Section of this Ordinance shall constitute
authority for the issuance of any such replacement bond without necessity of further action
by the governing body of the Issuer or any other body or person, and the duty of the
replacement of such bonds is hereby authorized and imposed upon the Paying
Agent/Registrar, and the Paying Agent/Registrar shall authenticate and deliver such bonds

in the form and manner and with the effect, as provided in Section 4(d) of this Ordinance__

for Bonds issued in conversion and exchange for other Bonds.

Section 27. CUSTODY, APPROVAL, AND REGISTRATION OF BONDS; BOND
COUNSEL'S OPINION; CUSIP NUMBERS; AND CONTINGENT INSURANCE
PROVISION, IF OBTAINED. The Mayor of the Issuer is hereby authorized to have
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control .of the Initial Bond issued hereunder and all necessary records and proceedings

pertaining to the Initial Bond pending its delivery and its investigation, examination, and  _ _.

approval by the Attorney General of the State of Texas, and its registration by the
Comptroller of Public Accounts of the State of Texas. Upon registration of the Initial Bond
~said Comptroller of Public Accounts (or a deputy designated in writing to act for said
Comptroller) shall manually sign the Comptrolier’s Registration Certificate on the Initial
Bond, and the seal of said Comptroller shall be impressed, or placed in facsimile, on the
" Initial Bond. In addition, if bond insurance is obtained, the Bonds may bear an appropriate
legend as provided by the Insurer.

Section 28, COVENANTS REGARDING TAX EXEMPTION, The Issuer
covenanis to refrain from taking any action which would adversely affect, and to take any
required action to ensure, the treatment of the Bonds as obligations described in Section 103
of the Internal Revenue Code of 1986, as amended (the "Code™), the interest on which is
not includable in the “gross income” of the holder for purposes of federal income taxation.
In furtherance thereof, the Issuer covenants as follows:

(a) to take any action to assure that no more than 10 percent of the proceeds of the
Bonds or the projects financed therewith (less amounts deposited to a reserve fund, if any)
or the projects financed therewith are used for any "private business use,” as defined in
Section 141(b)(6) of the Code or, if more than 10 percent of the proceeds or the projects
financed therewith are so used, such amounts, whether or not received by the Issuer, with
respect to such private business use, do not, under the terms of this Ordinance, or any
underlying arrangement, directly or indirectly, secure or provide for the payment of more

than 10 percent of the debt service on the Bonds, in contravention of Section 141(b)(2) of
the Cade;

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

(c) to take any action to assure that no amount which is greater than the lesser of
$5,000,000, or 5 percent of the proceeds of the Bonds (less amounts deposited into a reserve
fund, if any) is directly or indirectly used to finance Joaus to persons, other than state or
local governmental units, in contravention of Section 141(¢) of the Code;

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

(e} to refrain from taking any action that would result in the Bonds being "federally
guaranteed” within the meaning of Section 149(b) of the Code;
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(f) to refrain from using any portion of the proceeds of the Bonds, directly or
indirectly, to acquire or to replace funds which were used, directly or indirectly, to acquire
investment properiy (as defined in Section 148(b)(2) of the Code) which produces a
materially higher yield over the term of the Bonds, other than investment property acquired

(1) proceeds of the Bonds invested for a reasonable temporary period of 3
years or less or, in the case of a refunding bond, for a period of 30 days or less until
such proceeds are needed for the purpose for which the bonds are issued,

(2) amounts invested in a bona fide debt service fund, within the meaning of
Section 1.148-1(b) of the Treasury Regulations, and

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

(g) to otherwise restrict the use of the proceeds of the Bonds or amounts treated as
proceeds of the Bonds, as may be necessary, 3o that the Bonds do not otherwise contravene
the requirements of Section 148 of the Code (relating to arbitrage) and, to the extent
applicable, Section 149(d) of the Code (relating to advance refundings);

(h) to pay to the United States of America at least once during each five-year period
(beginning on the date of delivery of the Bonds) an amount that is at least equal to 90
percent of the "Excess Earnings,” within the meaning of Section 148(f) of the Code and to
pay to the United States of America, not later than 60 days after the Bonds have been paid
in full, 100 percent of the amount then required to be paid as a result of Excess Earnings
under Section 148(f) of the Code; and

(i) to maintain such records as will enable the Issuer to fulfill its responsibi]ities
under this Section and Section 148 of the Code and to retain such records for at least six
years following the final payment of principal and interest on the Bonds.

For purposes of the foregoing, the Issuer understands that in the case of a refunding
bond, the term proceeds includes transferred proceeds and, for purposes of (a) and (b)
above, proceeds of the refunded bonds expended prior to the date of issuance of the Bonds.

It is the undesstanding of the Issuer that the covenants contained herein are intended
to assure compliance with the Code and any regulations or rulings promulgated by the U.S.

hereafter promulgated which modify or expand provisions of the Code, as applicable to the
Bonds, the Issuer will not be required to comply with any covenant contained herein to the
exient that such failure to comply, in the opinion of nationally-recognized bond counsel, will
not adversely affect the exemption from federal income taxation of interest on the Bonds
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. under Section 103 of the Code. In the event that regulations or rulings are hereafter
promulgated which impose additional requirements which are applicable to the Bonds, the
Issuer agrees to comply with the additional requirements to the extent necessary, in the
opinion of nationally-recognized bond counsel, to preserve the exemption from federal
income taxation of interest on the Bonds under Section 103 of the Code. In furtherance of
such intention, the Issuer hereby authorizes and directs the Mayor of the Issuer to execute
any documents, certificates or reports required by the Code and to make such elections, on

behalf of the Issuer, which may be permitted by the Code as are consistent with the purpose
for the issnance of the Bonds.

In order to facilitate compliance with the above covenants (h) and (i), a "Rebate
Fund" is hereby established by the Issuer for the sole benefit of the United States of
America, and such fund shall not be subject to the claim of any other person, including
without limitation the bondholders. The Rebate Fund is established for the additional
purposes of compliance with Section 148 of the Code.

Section 29. SALE OF BONDS. The Initial Bond is hereby sold and shall be
delivered to Merrill Lynch, Pierce, Fenner & Smith Inc. for cash for the par value thereof
and accrued interest thereon to date of delivery. It is hereby officially found, determined,
and declared that the Initial Bond has been sold at public sale to the bidder offering the
lowest interest cost, after receiving sealed bids pursuant to a Official Notice of Sale and
Official Statement dated November 4, 1993 prepared and distributed in connection with the
sale of the Initial Bond. Said Official Notice of Sale and Official Statement, and any i
addenda, supplement, or amendment thereto have been and are hereby approved by the :
governing body of the Issuer, and their use in the offer and sale of the Bonds is hereby ap-
proved. It is further officially found, determined, and declared that the statements and
representations contained in said Official Notice of Sale and Official Statement are true and

correct in all material respects, to the best knowledge and belief of the governing body of
the Issuer.

Section 30. PUBLIC NOTICE. It is hereby officially found and determined that
public notice of the time, place and purpose of said meeting was given, all as required by
Chapter 551, Government Code.

DULY PASSED AND APPROVED by the City Council of the City of Mesquite,

Texas, on the 15th day of November, 1953,

Cathye“Ray {

e - Mayor
ATTEST: APPROVED: ) T———
Lynn Frugel v 32

City Secretary




