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The facility is wheelchair accessible and accessible parking spaces are available. Requests for accommodations or 
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KERRVILLE CITY COUNCIL AGENDA 
REGULAR COUNCIL MEETING, NOVEMBER 13, 2018, 6:00 PM 

CITY HALL COUNCIL CHAMBERS 
701 MAIN STREET, KERRVILLE, TEXAS 

 
CALL TO ORDER 
 
INVOCATION: 
Offered by Councilmember George Baroody. 
 
PLEDGE OF ALLEGIANCE TO THE FLAG 
 
1. ANNOUNCEMENTS OF COMMUNITY INTEREST: 
Announcement of items of community interest, including expressions of thanks, 
congratulations, or condolences; information regarding holiday schedules; honorary 
recognitions of city officials, employees, or other citizens; reminders about upcoming 
events sponsored by the city or other entity that is scheduled to be attended by city 
officials or employees; and announcements involving imminent threats to the public 
health and safety of the city. No action will be taken. 
 
2. VISITORS/CITIZENS FORUM:  
Any citizen with business not scheduled on the agenda may speak to the City Council. 
Prior to speaking, each speaker must fill out the speaker request form and give it to the 
City Secretary. City Council may not discuss or take any action on an item but may 
place the issue on a future agenda. The number of speakers will be limited to the first 
ten speakers and each speaker is limited to four minutes. 
 
3. CONSENT AGENDA: 
These items are considered routine and can be approved in one motion unless a 
Councilmember asks for separate consideration of an item. It is recommended that 
the City Council approve the following items which will grant the Mayor or City 
Manager the authority to take all actions necessary for each approval: 
 
3.A Resolution No. 45-2018 canceling the regular meeting of the City Council 
scheduled for December 25, 2018. 
Attachments: 

AB Resolution canceling 12-25 CC meeting.docx 

Resolution No. 45-2018.pdf 
 

3.B Resolution No. 46-2018 adopting the FEMA-approved Kerr County, Texas Multi-
Jurisdiction Hazard Mitigation Plan 
Attachments: 

AB FEMA Mitigation Plan.docx 

https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/264640/AB_Resolution_canceling_12-25_CC_meeting.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/264581/Resolution_No._45-2018.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/263303/AB_FEMA_Mitigation_Plan.pdf
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Resolution 46-2018.pdf 
 

3.C Resolution No. 47-2018 representing that the City of Kerrville, Texas, is capable 
of being designated as a management agency for wastewater collection and treatment 
within the City limits in accordance with federal law. Approval of this resolution is 
required prior to approval of the funding ordinances. (Approval of this resolution is 
required prior to approval of the funding ordinances.) 
Attachments: 

AB_DMA_Resolution.docx 

Resolution No. 47-2018.pdf 
END OF CONSENT AGENDA 
 
4. ORDINANCES, FIRST READING: 
4.A Ordinance No. 2018-34 authorizing the issuance, sale and delivery of $8,000,000 
in aggregate principal amount of City of Kerrville, Texas Combination Tax and Surplus 
Revenue Certificates of Obligation, Series 2018B, to be purchased by the Texas Water 
Development Board; securing the payment thereof by authorizing the levy of an annual 
ad valorem tax and a pledge of certain surplus revenues of the City’s waterworks and 
sewer system; and approving and authorizing the execution of a paying agent/registrar 
agreement, an escrow agreement, and all other instruments and procedures related 
thereto.  
Attachments: 

AB_Certificates_of_Obligation_Legion_Lift_Station.docx 

Ordinance No. 2018-34.pdf 
Project and Funding Calendar Nov 2018.pdf 
Debt capacity analysis.pdf 
LLS attachment.pdf 
 

4.B Ordinance No. 2018-35 authorizing the issuance, sale and delivery of $5,000,000 
in aggregate principal amount of City of Kerrville, Texas Combination Tax and Surplus 
Revenue Certificates of Obligation, Series 2018A, to be purchased by the Texas Water 
Development Board; securing the payment thereof by authorizing the levy of an annual 
ad valorem tax and a pledge of certain surplus revenues of the City’s waterworks and 
sewer system; and approving and authorizing the execution of a paying agent/registrar 
agreement, an escrow agreement, and all other instruments and procedures related 
thereto.  
Attachments: 

AB_Certificates_of_Obligation_TTHM.docx 

Ordinance No. 2018-35.pdf 
Project and Funding Calendar Nov 2018.pdf 
Debt capacity analysis.pdf 
 

5. ORDINANCE, SECOND READING 
5.A Ordinance No. 2018-32 amending Chapter 2, “Administration,” Article IV “Boards 
and Commissions” of the Code of Ordinances of the City of Kerrville, Texas, by adding 
a new Section 2-91, to create a Senior Services Advisory Committee; providing the 

https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/264584/Resolution_46-2018.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/264544/AB_DMA_Resolution.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/264749/Resolution_No._47-2018.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/266174/AB_Certificates_of_Obligation_Legion_Lift_Station.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/266145/Ordinance_No._2018-34.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/262243/Project_and_Funding_Calendar_Nov_2018.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/266056/Debt_capacity_analysis.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/266557/LLS_attachment.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/266572/AB_Certificates_of_Obligation_TTHM.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/266128/Ordinance_No._2018-35.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/262250/Project_and_Funding_Calendar_Nov_2018.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/266054/Debt_capacity_analysis.pdf
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functions of said committee; containing a cumulative clause; containing a savings and 
severability clause; and providing other matters relating to this subject. 
Attachments: 

AB_Ordinance_No._2018-32_Senior_Services_Advisory_Committee.docx 

Ordinance 2018-32.pdf 
 

6. CONSIDERATION AND POSSIBLE ACTION: 
6.A Authorize execution of a construction contract for the Water Treatment Plant 
Clarifier Rehab with Keystone Construction in the amount of $796,000.00. 
Attachments: 

AB_WTP_Clarifier_Rehab_Construction.docx 

WTP Clarifier Rehab_Received Bids.pdf 
WTP Clarifier Rehab_Recommendation Letter.pdf 
 

6.B Interlocal Contract with South Central Planning and Development Commission 
for development services software. 
Attachments: 

AB_MyPermitNow-agreement_2.docx 

ILA Permit Software.pdf 
 

6.C Amendments to Chapter 18 "Animals" of the Code of Ordinances. 
Attachments: 

AB_Amendments to Chapter 18 of COO.docx 

Attachments for Amendments to Chapter 18-Animals.pdf 
 

6.D Amendment to the City's purchasing policy to prohibit award of a contract to any 
person or entity who is being investigated for, or has been convicted of, a felony. 
Attachments: 

AB_Contract Award Policy 111318.docx 

Exhibits for Contract Award Item.pdf 
 

7. INFORMATION & DISCUSSION: 
7.A Financial update for the month ended September 30, 2018 
Attachments: 

AB_Financial_Update_9-30-18.docx 

September 2018 financial summary.pdf 
 

7.B Report on status of flood damage assessment at reuse line bridge structure 
located near Loop 534 bridge. 
Attachments: 

AB_Reuse line damage report.docx 
 

8. ITEMS FOR FUTURE AGENDAS 
 
9. EXECUTIVE SESSION: 
City Council may, as permitted by law, adjourn into executive session at any time to 
discuss any matter listed above including if they meet the qualifications in Sections 

https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/266504/AB_Ordinance_No._2018-32_Senior_Services_Advisory_Committee.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/266343/Ordinance_2018-32.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/266454/AB_WTP_Clarifier_Rehab_Construction.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/266371/WTP_Clarifier_Rehab_Received_Bids.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/265274/WTP_Clarifier_Rehab_Recommendation_Letter.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/265334/AB_MyPermitNow-agreement_2.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/265622/ILA_Permit_Software.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/266184/AB_Amendments_to_Chapter_18_of_COO.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/264573/Attachments_for_Amendments_to_Chapter_18-Animals.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/264563/AB_Contract_Award_Policy_111318.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/265632/Exhibits_for_Contract_Award_Item.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/265352/AB_Financial_Update_9-30-18.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/265330/September_2018_financial_summary.pdf
https://legistarweb-production.s3.amazonaws.com/uploads/attachment/pdf/266565/AB_Reuse_line_damage_report.pdf
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551.071 (consultation with attorney), 551.072 (deliberation regarding real property), 
551.073 (deliberation regarding gifts), 551.074 (personnel/officers), 551.076 
(deliberation regarding security devices), and 551.087 (deliberation regarding economic 
development negotiations) of Chapter 551 of the Texas Government Code including the 
following: 
 
10. ACTION ON ITEMS DISCUSSED IN EXECUTIVE SESSION, IF ANY 
 
ADJOURNMENT. 
 



TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: Resolution No. 45-2018 canceling the regular meeting of the City Council 
scheduled for December 25, 2018.

AGENDA DATE OF: 11/13/2018 DATE SUBMITTED: 10/29/2018

SUBMITTED BY:  Cheryl Brown
Interim City Secretary

EXHIBITS: Resolution No. 45-2018

Expenditure 
Required:

Current Balance in 
Account:

Amount Budgeted:
Account Number:

$0 N/A N/A N/A

PAYMENT TO BE MADE TO: N/A

Kerrville 2050 Item? Yes: ☐ No:⊠
Key Priority Area N/A
Guiding Principle N/A

Action Item N/A
SUMMARY STATEMENT:

The proposed resolution cancels the December 25, 2018 regular City Council meeting 
due to the holiday.

RECOMMENDED ACTION:

Approve Resolution 45-2018.





TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: Resolution No. 46-2018 adopting the FEMA approved Kerr County, Texas 
Multi-Jurisdiction Hazard Mitigation Plan

AGENDA DATE OF: 11/13/2018 DATE SUBMITTED: 10/11/2018

SUBMITTED BY: Dannie Smith
Kerrville Fire Chief

EXHIBITS: Resolution No. 46-2018

Expenditure 
Required:

Current Balance in 
Account:

Amount Budgeted:
Account Number:

N/A N/A N/A N/A

PAYMENT TO BE MADE TO: N/A

Kerrville 2050 Item? Yes: ☐ No:⊠
Key Priority Area N/A
Guiding Principle N/A

Action Item N/A
SUMMARY STATEMENT:

Chapter 418 of the Texas Government Code (The Texas Disaster Act of 1975), and 
Title 37, Part 1, Chapter 7 of the Texas Administrative Code, requires jurisdictions to 
develop emergency operations plans.  The plans consist of a basic plan and 22 
functional annexes. Our hazard mitigation plan is one of the functional annexes of our 
emergency operations plan.

The Texas Division of Emergency Management designated July 07, 2017, as the 
deadline by which jurisdictions must develop new comprehensive hazard mitigation 
plans. Jurisdictions were required to meet this deadline for eligibility of state hazard 
mitigation grants. Meeting the deadline was also necessary for our City to continue at 
the (highest level) advanced level of planning preparedness.

In January of 2017, Kerr County solicited GrantWorks to develop a comprehensive 
hazard mitigation plan at a cost of $141,233. Kerr County requested our participation, 
along with the following agencies:

City of Ingram Kerrville ISD Schreiner University
Hunt ISD Ingram ISD Peterson Regional Medical Center
Center Point ISD UGRA

The Federal Government shared in the cost through a 75/25 matching grant 
contribution of $105,925. The remaining balance of $35,380, was equally split between 
Kerr County and other participating agencies. Our share of the grant match was $3,580. 



Participation does not obligate our City to Kerr County mitigation projects, and does
allow our organization to pursue our own mitigation grants. However, lack of 
participation would have cost our City approximately $60,000 for the development of 
such a plan.

On October 10, 2018, FEMA approved the Comprehensive Hazard Mitigation Plan. Our 
final step is to adopt through Resolution, the FEMA Approved Kerr County, Texas Multi-
Jurisdiction Hazard Mitigation Plan. Texas has identified numerous projects, and 
designated millions of grant dollars for jurisdictions that fulfill this obligation.

RECOMMENDED ACTION:

Adopt Resolution No. 46-2018, for the FEMA Approved Kerr County, Texas Multi-
Jurisdiction Hazard Mitigation Plan.





TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: Resolution No.47-2018 representing that the City of Kerrville, Texas, is 
capable of being designated as a management agency for wastewater 
collection and treatment within the City limits in accordance with federal 
law.

AGENDA DATE OF: 11/13/2018 DATE SUBMITTED: 11/2/2018

SUBMITTED BY: Amy Dozier, CFO

EXHIBITS: Resolution 47-2018

Expenditure 
Required:

Current Balance in 
Account:

Amount Budgeted:
Account Number:

N/A N/A N/A N/A

PAYMENT TO BE MADE TO: N/A

Kerrville 2050 Item? Yes: ☐ No:⊠
Key Priority Area N/A
Guiding Principle N/A

Action Item N/A
SUMMARY STATEMENT:

This resolution is an administrative requirement related to the City’s funding through the 
Texas Water Development Board (TWDB) for the Legion Lift Station project.

The Designated Management Agency (DMA) resolution documents and formalizes the 
system under which the City already operates.  It states that the City has the authority to 
design, construct, operate, and maintain wastewater collection and treatment facilities 
and assess charges to operate the system.  It also authorizes the City to accept funds,
such as those from the TWDB, for wastewater system purposes.

The City has confirmed with outside legal counsel and engineers that this resolution is 
simply an administrative requirement and does not subject the City to additional 
regulatory requirements.   

RECOMMENDED ACTION:
Approve Resolution No. 47-2018.







TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: Ordinance No. 2018-34 authorizing the issuance, sale and delivery of 
$8,000,000 in aggregate principal amount of City of Kerrville, Texas 
Combination Tax and Surplus Revenue Certificates of Obligation, Series 
2018B, to be purchased by the Texas Water Development Board; securing 
the payment thereof by authorizing the levy of an annual ad valorem tax 
and a pledge of certain surplus revenues of the City’s waterworks and 
sewer system, and approving and authorizing the execution of a paying 
agent/registrar agreement, an escrow agreement, and all other instruments 
and procedures related thereto.

AGENDA DATE OF: 11/13/2018 DATE SUBMITTED: 11/7/2018

SUBMITTED BY: Amy Dozier, CFO

EXHIBITS: Ordinance 2018-34
Project and Funding Calendar
Debt Capacity Analysis
Financial Presentation by Hilltop Securities

Expenditure 
Required:

Current Balance in 
Account:

Amount Budgeted:
Account Number:

N/A N/A N/A N/A

PAYMENT TO BE MADE TO: N/A

Kerrville 2050 Item? Yes:⊠ No: ☐
Key Priority Area W - Water/Waste-Water/Drainage
Guiding Principle W5 - Update and maintain the City's long-range plan for 

wastewater management, addressing and prioritizing 
infrastructure needs and identifying funding sources

Action Item W5.2 – Replace Legion Lift Station for reliability and greater 
capacity to accommodate growth.

SUMMARY STATEMENT:
The City began planning for a major capacity expansion at the Legion Lift Station using 
debt funding in 2015. Legion Lift Station provides wastewater service to a major corridor 
of the City. Capacity expansion is required for any new development to occur in that 
corridor.

The scope of the project includes the design and construction of a proposed lift station 
and force main with an ultimate peak capacity of 6,250 GPM. The existing Legion Lift 
Station will be decommissioned and the existing wastewater lines will be rerouted to the 
new Legion Lift Station site. The new Legion Lift Station will convey wastewater to the 
city’s water reclamation plant headworks through a proposed 20-inch force main. The 
existing Legion Lift Station has a firm pumping capacity of 5.76 MGD. This project will 



expand the firm pumping capacity to 9.0 MGD. The project is estimated to cost 
approximately 10.0 million.

After exploring funding options with our bond advisor, bond counsel and EIC, Council 
approved moving forward with funding applications to both the Texas Water Development 
Board (TWDB) ($8.0 million) and EIC ($2.0 million) for the Legion Lift Station project.

The TWDB offers subsidized loans for wastewater infrastructure projects. The loan is in 
the form of a 30-year certificate of obligation that is purchased by direct placement by the 
TWDB at a rate that is 130 basis points below market rate. As previously presented, we 
estimate that using TWDB funding will save the City approximately $1.4 million over the 
life of the loan.

Please note that the authorization is for the full $8 million application amount. Due to 
rising labor and steel costs, we may need the entire amount instead of the $7.85 million 
that has also been discussed. In addition, if for any reason we fail to use the entire amount 
on the Legion Lift Station project, the excess funds can be used for other wastewater 
projects. Given the favorable interest rates, the prospect of a continued rising rate 
environment, and the ability to move this funding to other projects, staff recommends 
issuing the certificates of obligation for the entire application amount. 

The following calendar outlines the funding process through TWDB:

1.  3/27/18 – Resolution authorizing TWDB loan application
2.  4/20/18 – completed application submitted to TWDB
3.  6/12/18 – Council approves $2M EIC funding agreement
4.  9/12/18 – application approved by TWDB
5.  9/25/18 – Resolution authorizing publication of a notice of intention to issue certificates 

of obligation
6. 10/3/18 – First publication of Notice of Intent to Issue Certificates of Obligation
7. 10/10/18 – Second publication of Notice of Intent to Issue Certificates of Obligation
8. 11/6/18 – Interest rates set by TWDB
9. 11/13/18 – Ordinance authorizing the order of bonds purchased by direct placement 

by TWDB. Per state law (Section 1201.028, Texas Government Code), the ordinance 
requires one reading only.

10. 12/6/18 – Debt closing
11. December 2018 – Award bids
12. January 2019 – Construction begins. Completion expected by early 2020.

RECOMMENDED ACTION:
Approve Ordinance 2018-34.
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ORDINANCE NO. 2018-___

ORDINANCE AUTHORIZING THE ISSUANCE, SALE AND DELIVERY OF
$8,000,000 IN AGGREGATE PRINCIPAL AMOUNT OF CITY OF
KERRVILLE, TEXAS COMBINATION TAX AND SURPLUS REVENUE
CERTIFICATES OF OBLIGATION, SERIES 2018A, TO BE PURCHASED BY
THE TEXAS WATER DEVELOPMENT BOARD; SECURING THE
PAYMENT THEREOF BY AUTHORIZING THE LEVY OF AN ANNUAL
AD VALOREM TAX AND A PLEDGE OF CERTAIN SURPLUS REVENUES
OF THE CITY'S WATERWORKS AND SEWER SYSTEM; AND
APPROVING AND AUTHORIZING THE EXECUTION OF A PAYING
AGENT/REGISTRAR AGREEMENT, AN ESCROW AGREEMENT, AND
ALL OTHER INSTRUMENTS AND PROCEDURES RELATED THERETO

THE STATE OF TEXAS §
COUNTY OF KERR §
CITY OF KERRVILLE §

WHEREAS, the CITY OF KERRVILLE, TEXAS (the "City") in Kerr County, Texas, is a
political subdivision of the State of Texas operating as a home-rule city pursuant to the Texas Local
Government Code and its City Charter which was initially approved by the qualified voters of the
City on February 24, 1942, and which has been amended from time to time, with the most recent
amendments being approved by the qualified voters of the City on May 4, 1999; and

WHEREAS, the City Council of the City hereby determines that it is necessary and
desirable to plan, acquire, construct, and equip extensions and improvements to the City's sewer
system, including the construction and equipping of a new lift station within the sanitary sewer
system known generally as the "Legion Lift Station" and related improvements to replace an existing
lift station (the "Projects"), which will be funded through the Clean Water State Revolving Fund
managed by the Texas Water Development Board; and

WHEREAS, the City Council of the City intends to finance the Projects from proceeds
derived from the sale of Certificates of Obligation issued by the City pursuant to Sections 271.041 -
271.064, Texas Local Government Code, as amended; and

WHEREAS, the City filed an application with the TWDB requesting financial assistance
to finance up to $8,000,000 of the costs to plan, acquire, design and construct the Projects; and

WHEREAS, the Texas Water Development Board reviewed such application and approved
a commitment to provide financial assistance to the City through the TWDB's Clean Water State
Revolving Fund of up to $8,000,000 in accordance with Resolution No. 18-107 approved on
September 6, 2018 (the "TWDB Resolution") for the purpose of funding a portion of the costs to
plan, acquire, design and construct the Projects, which have been identified by the TWDB as Project
No. 73801; and
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WHEREAS, the City Council of the City intends to finance all or a portion of the Projects
from proceeds derived from the sale of a series of certificates of obligation (defined below as the
"Certificates of Obligation") issued by the City pursuant to Sections 271.041 - 271.064, Texas Local
Government Code, as amended; and

WHEREAS, the City Council hereby finds that the proceeds of the Certificates of
Obligation will not be used for a purpose previously rejected by the voters of the City in a bond
election held during the preceding three years; and

WHEREAS, on September 25, 2018, the City Council adopted a resolution authorizing and
directing the City Secretary to give notice of intention to issue the Certificates of Obligation; and

WHEREAS, said notice has been duly published in the Kerrville Daily Times, which is a
newspaper of general circulation in the City in its issues of October 3, 2018, and October 13, 2018;
and

WHEREAS, the City received no petition signed by at least five percent of the qualified
electors of the City protesting the issuance of such Certificates of Obligation; and

WHEREAS, the Certificates of Obligation authorized by this Ordinance will be sold to and
purchased by the Texas Water Development Board, as further provided in Section Sixteen hereof;
and

WHEREAS, it is considered to be in the best interest of the City that said interest bearing
Certificates of Obligation be issued; and

WHEREAS, it is hereby officially found and determined that the meeting at which this
Ordinance was passed was open to the public, and public notice of the time, place and purpose of
said meeting was given, all as required by Chapter 551, Texas Government Code;  

NOW THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF
KERRVILLE, KERR COUNTY, TEXAS, THAT:

SECTION ONE.  AMOUNT AND PURPOSE OF THE CERTIFICATES OF
OBLIGATION.  The certificate of obligation or certificates of obligation of the City further
described in Section 2 of this Ordinance and referred to herein as the "Certificates of Obligation"
are hereby authorized to be issued and delivered in the aggregate principal amount of $8,000,000
FOR THE PURPOSE OF PAYING, IN WHOLE OR IN PART, CONTRACTUAL
OBLIGATIONS TO BE INCURRED TO PLAN, ACQUIRE, DESIGN AND CONSTRUCT
EXTENSIONS AND IMPROVEMENTS TO THE CITY'S SANITARY SEWER SYSTEM,
INCLUDING THE CONSTRUCTION AND EQUIPPING OF A NEW LIFT STATION WITHIN
THE SANITARY SEWER SYSTEM KNOWN GENERALLY AS THE "LEGION LIFT
STATION" AND RELATED IMPROVEMENTS TO REPLACE AN EXISTING LIFT
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STATION, PAYING ALL OR A PORTION OF THE LEGAL, FISCAL AND ENGINEERING
FEES IN CONNECTION THEREWITH, AND PAYING COSTS OF ISSUANCE.

SECTION TWO.  DESIGNATION, DATE, DENOMINATIONS, NUMBERS AND
MATURITIES OF THE CERTIFICATES OF OBLIGATION.  Each certificate of obligation
issued pursuant to and for the purpose described in Section 1 of this Ordinance shall be designated:
CITY OF KERRVILLE, TEXAS COMBINATION TAX AND REVENUE CERTIFICATES OF OBLIGATION,
SERIES 2018A , and initially there shall be issued, sold and delivered hereunder one fully registered
certificate of obligation, without interest coupons, dated November 1, 2018, in the aggregate
principal amount of $8,000,000, numbered T-1 (the "Initial Certificate of Obligation"), with
certificates of obligation issued in replacement thereof being in the denomination of $5,000 or any
integral multiple thereof and numbered consecutively from R-1 upward, all payable to the initial
registered owner thereof (with the Initial Certificate of Obligation being payable to the initial
purchaser designated in Section 16 hereof), or to the registered assignee or assignees of said
certificates of obligation or any portion or portions thereof (in each case, the "Registered Owner"),
and the certificates of obligation shall mature and be payable serially on August 15 in each of the
years and in the principal amounts, respectively, as set forth in the following schedule:

YEAR OF

MATURITY

PRINCIPAL

AMOUNT ($)
YEAR OF

MATURITY

PRINCIPAL

AMOUNT ($)
YEAR OF

MATURITY

PRINCIPAL

AMOUNT ($)

2021     5,000 2031 245,000 2041 300,000

2022 215,000 2032 245,000 4042 305,000

2023 215,000 2033 250,000 2043 310,000

2024 220,000 2034 255,000 2044 320,000

2025 220,000 2035 260,000 2045 325,000

2026 225,000 2036 270,000 2046 335,000

2027 225,000 2037 275,000 2047 345,000

2028 230,000 2038 280,000 2048 350,000

2029 235,000 2039 285,000 2049 360,000

2030 240,000 2040 290,000 2050 365,000

The term "Certificates of Obligation" as used in this Ordinance shall mean and include the
Certificates of Obligation initially issued and delivered pursuant to this Ordinance and all substitute
certificates of obligation exchanged therefor, as well as all other substitute certificates of obligation
and replacement certificates of obligation issued pursuant hereto, and the term "Certificate of
Obligation" shall mean any of the Certificates of Obligation.
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SECTION THREE.  INTEREST.  The Certificates of Obligation shall bear interest
calculated on the basis of a 360-day year composed of twelve 30-day months from the dates
specified in the FORM CERTIFICATE OF OBLIGATION set forth in this Ordinance to their
respective dates of maturity or prior redemption at the following rates per annum:

YEAR OF

MATURITY

INTEREST

RATE (%)
YEAR OF

MATURITY

INTEREST

RATE (%)
YEAR OF

MATURITY

INTEREST

RATE (%)

2021 0.93 2031 1.88 2041 2.30

2022 1.02 2032 1.92 4042 2.32

2023 1.11 2033 1.97 2043 2.33

2024 1.21 2034 2.02 2044 2.34

2025 1.31 2035 2.07 2045 2.35

2026 1.42 2036 2.12 2046 2.36

2027 1.54 2037 2.17 2047 2.37

2028 1.64 2038 2.21 2048 2.38

2029 1.75 2039 2.24 2049 2.38

2030 1.83 2040 2.28 2050 2.38

Said interest shall be payable in the manner provided and on the dates stated in the FORM OF
CERTIFICATE OF OBLIGATION set forth in this Ordinance.

SECTION FOUR.  CHARACTERISTICS OF THE CERTIFICATES OF
OBLIGATION; APPROVAL OF PAYING AGENT/REGISTRAR AGREEMENT.

(a) Registration, Transfer, and Exchange; Authentication.  The City shall keep or cause to
be kept at the designated corporate trust or commercial banking office (currently located in Houston,
Texas) of U.S. BANK NATIONAL ASSOCIATION (the "Paying Agent/Registrar") books or records
for the registration of the transfer and exchange of the Certificates of Obligation (the "Registration
Books"), and the City hereby appoints the Paying Agent/Registrar as its registrar and transfer agent
to keep such books or records and make such registrations of transfers and exchanges under such
reasonable regulations as the City and Paying Agent/Registrar may prescribe; and the Paying
Agent/Registrar shall make such registrations, transfers and exchanges as herein provided. Attached
hereto as Exhibit A is a copy of the Paying Agent/Registrar Agreement between the City and the
Paying Agent/Registrar which is hereby approved in substantially final form, and the Mayor, Mayor
Pro-Tem and City Secretary of the City are hereby authorized to execute the Paying Agent/Registrar
Agreement and approve any changes in the final form thereof.
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The Paying Agent/Registrar shall obtain and record in the Registration Books the address
of the registered owner of each Certificate of Obligation to which payments with respect to the
Certificates of Obligation shall be mailed, as herein provided; but it shall be the duty of each
registered owner to notify the Paying Agent/Registrar in writing of the address to which payments
shall be mailed, and such interest payments shall not be mailed unless such notice has been given.
To the extent possible and under reasonable circumstances, all transfers of Certificates of Obligation
shall be made within three business days after request and presentation thereof.  The City shall have
the right to inspect the Registration Books during regular business hours of the Paying Agent/Regis-
trar, but otherwise the Paying Agent/Registrar shall keep the Registration Books confidential and,
unless otherwise required by law, shall not permit their inspection by any other entity.  The Paying
Agent/Registrar's standard or customary fees and charges for making such registration, transfer,
exchange and delivery of a substitute Certificate of Obligation or Certificates of Obligation shall be
paid as provided in the FORM CERTIFICATE OF OBLIGATION set forth in this Ordinance.
Registration of assignments, transfers  and exchanges of Certificates of Obligation shall be made in
the manner provided and with the effect stated in the FORM OF CERTIFICATE OF OBLIGATION
set forth in this Ordinance.  Each substitute Certificate of Obligation shall bear a letter and/or
number to distinguish it from each other Certificate of Obligation.

Except as provided in (c) below, an authorized representative of the Paying Agent/Registrar
shall, before the delivery of any such Certificate of Obligation, date and manually sign the Paying
Agent/Registrar's Authentication Certificate, and no such Certificate of Obligation shall be deemed
to be issued or outstanding unless such Certificate is so executed.  The Paying Agent/Registrar
promptly shall cancel all paid Certificates of Obligation and Certificates of Obligation surrendered
for transfer and exchange.  No additional ordinances, orders, or resolutions need be passed or
adopted by the governing body of the City or any other body or person so as to accomplish the
foregoing transfer and exchange of any Certificate of Obligation or portion thereof, and the Paying
Agent/Registrar shall provide for the printing, execution, and delivery of the substitute Certificates
of Obligation in the manner prescribed herein, and said Certificates of Obligation shall be of type
composition printed on paper with lithographed or steel engraved borders of customary weight and
strength.  Pursuant to Chapter 1201, Texas Government Code, and particularly Subchapter D and
Section 1201.067 thereof, the duty of transfer and exchange of Certificates of Obligation as
aforesaid is hereby imposed upon the Paying Agent/Registrar, and, upon the execution of said Cer-
tificate, the transferred and exchanged Certificate of Obligation shall be valid, incontestable, and
enforceable in the same manner and with the same effect as the Certificates of Obligation which
initially were issued and delivered pursuant to this Ordinance, approved by the Attorney General,
and registered by the Comptroller of Public Accounts.

(b)  Payment of Certificates of Obligation and Interest.  The City hereby further appoints the
Paying Agent/Registrar to act as the paying agent for paying the principal of and interest on the
Certificates of Obligation, all as provided in this Ordinance.  The Paying Agent/ Registrar shall keep
proper records of all payments made by the City and the Paying Agent/Registrar with respect to the
Certificates of Obligation.
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(c)  In General.  The Certificates of Obligation (i) shall be issued in fully registered form,
without interest coupons, with the principal of and interest on such Certificates of Obligation to be
payable only to the registered owners thereof, (ii) may be redeemed prior to their scheduled
maturities (notice of which shall be given to the Paying Agent/Registrar by the City at least 50 days
prior to any such redemption date), (iii) may be transferred and assigned, (iv) may be exchanged for
other Certificates of Obligation, (v) shall have the characteristics, (vi) shall be signed, sealed,
executed and authenticated, (vii) shall be payable as to principal and interest, and (viii) shall be
administered and the Paying Agent/Registrar and the City shall have certain duties and responsibili-
ties with respect to the Certificates of Obligation, all as provided, and in the manner and to the effect
as required or indicated, in the FORM OF CERTIFICATE OF OBLIGATION set forth in this
Ordinance.  The Initial Certificate of Obligation is not required to be, and shall not be, authenticated
by the Paying Agent/Registrar, but on each substitute Certificate of Obligation issued in exchange
for the Initial Certificate of Obligation issued under this Ordinance the Paying Agent/Registrar shall
execute the PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE, in the form
set forth in the FORM OF CERTIFICATE OF OBLIGATION.  In lieu of the executed Paying
Agent/Registrar's Authentication Certificate described above, the Initial Certificate of Obligation
delivered on the closing date (as further described in subparagraph (i) below) shall have attached
thereto the Comptroller's Registration Certificate substantially in the form set forth in the FORM OF
CERTIFICATE OF OBLIGATION below, manually executed by the Comptroller of Public
Accounts of the State of Texas or by her duly authorized agent, which certificate shall be evidence
that the Initial Certificate of Obligation has been duly approved by the Attorney General of the State
of Texas and that it is a valid and binding obligation of the City, and has been registered by the
Comptroller. 

(d)  Substitute Paying Agent/Registrar.  The City covenants with the registered owners of
the Certificates of Obligation that at all times while the Certificates of Obligation are outstanding
the City will provide a competent and legally qualified bank, trust company, financial institution,
or other entity to act as and perform the services of Paying Agent/Registrar for the Certificates of
Obligation under this Ordinance, and that the Paying Agent/Registrar will be one entity and shall
be an entity registered with the Securities and Exchange Commission.  The City 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
or 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 City 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 Certificates of Obligation, to the new
Paying Agent/Registrar designated and appointed by the City.  Upon any change in the Paying
Agent/Registrar, the City promptly will cause a written notice thereof to be sent by the new Paying
Agent/Registrar to each registered owner of the Certificates of Obligation, 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
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shall be deemed to have agreed to the provisions of this Ordinance, and a certified copy of this
Ordinance shall be delivered to each Paying Agent/Registrar.

(e)  Book-Entry Only System for Certificates of Obligation.  The Certificates of Obligation
issued in exchange for the Certificates of Obligation initially issued to the purchaser specified in
Section 16 herein shall be initially issued in the form of a separate single fully registered Certificate
of Obligation for each of the maturities thereof.  Upon initial issuance, the ownership of each such
Certificate of Obligation shall be registered in the name of Cede & Co., as nominee of The
Depository Trust Company of New York ("DTC"), and except as provided in subsection (i) hereof,
all of the outstanding Certificates of Obligation shall be registered in the name of Cede & Co., as
nominee of DTC.

With respect to Certificates of Obligation registered in the name of Cede & Co., as nominee
of DTC, the City and the Paying Agent/Registrar shall have no responsibility or obligation to any
securities brokers and dealers, banks, trust companies, clearing corporations and certain other
organizations on whose behalf DTC was created ("DTC Participant") to hold securities to facilitate
the clearance and settlement of securities transaction among DTC Participants or to any person on
behalf of whom such a DTC Participant holds an interest in the Certificates of Obligation.  Without
limiting the immediately preceding sentence, the City and the Paying Agent/Registrar shall have no
responsibility or obligation with respect to (i) the accuracy of the records of DTC, Cede & Co. or
any DTC Participant with respect to any ownership interest in the Certificates of Obligation, (ii) the
delivery to any DTC Participant or any other person, other than a registered owner of the Certificates
of Obligation, as shown on the Registration Books, of any notice with respect to the Certificates of
Obligation, or (iii) the payment to any DTC Participant or any other person, other than a registered
owner of Certificates of Obligation, as shown in the Registration Books of any amount with respect
to principal of or interest on the Certificates of Obligation.  Notwithstanding any other provision of
this Ordinance to the contrary, the City and the Paying Agent/Registrar shall be entitled to treat and
consider the person in whose name each Certificate of Obligation is registered in the Registration
Books as the absolute owner of such Certificate of Obligation for the purpose of payment of
principal and interest with respect to such Certificate of Obligation, for the purpose of registering
transfers with respect to such Certificate of Obligation, and for all other purposes whatsoever.  The
Paying Agent/Registrar shall pay all principal of and interest on the Certificates of Obligation only
to or upon the order of the registered 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 City's obligations with respect to payment of
principal of and interest on the Certificates of Obligation to the extent of the sum or sums so paid.
No person other than a registered owner, as shown in the Registration Books, shall receive a
Certificate of Obligation certificate evidencing the obligation of the City to make payments of
principal and interest pursuant to 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 words
"Cede & Co." in this Ordinance shall refer to such new nominee of DTC.
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(f)  Successor Securities Depository; Transfers Outside Book-Entry Only Systems.  In the
event that the City determines that DTC is incapable of discharging its responsibilities described
herein and in the representation letter of the City to DTC or that it is in the best interest of the
beneficial owners of the Certificates of Obligation that they be able to obtain certificated Certificates
of Obligation, the City shall (i) appoint a successor securities depository, 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 Certificates of Obligation to such successor securities depository or (ii) notify DTC and
DTC Participants of the availability through DTC of Certificates of Obligation and transfer one or
more separate Certificates of Obligation to DTC Participants having Certificates of Obligation
credited to their DTC accounts; provided, however, in no event shall the City discontinue the use of
DTC as the securities depository for the Certificates of Obligation and appoint a successor
securities depository in accordance with the preceding provisions without prior notice and consent
of the Texas Water Development Board for so long as the Texas Water Development Board is the
holder of any of the Certificates of Obligation.  In such event, the Certificates of Obligation 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 registered owners transferring or exchanging Certificates
of Obligation shall designate, in accordance with the provisions of this Ordinance.  Notwithstanding
the foregoing, so long as the Texas Water Development Board is the registered owner of any of the
Certificates of Obligation, the City shall not discontinue the book-entry-only system with DTC
without written notice to and consent from the Texas Water Development Board or its authorized
representative.

(g)  Payments to Cede & Co.  Notwithstanding any other provision of this Ordinance to the
contrary, so long as any Certificate of Obligation is registered in the name of Cede & Co., as
nominee for DTC, all payments with respect to principal of and interest on such Certificate of
Obligation and all notices with respect to such Certificate of Obligation shall be made and given,
respectively, in the manner provided in the representation letter of the City to DTC.

(h)  DTC Letter of Representations.  The officers of the City are herein authorized for and
on behalf of the City and as officers of the City to enter into one or more Letters of Representations
with DTC establishing the book-entry only system with respect to the Certificates of Obligation.

(i) Delivery of Initial Certificate of Obligation.  On the closing date, one Initial Certificate
of Obligation representing the entire principal amount of the respective series of Certificates of
Obligation, payable in stated installments to the initial registered owner named in Section 16 of this
Ordinance or its designee, executed by manual or facsimile signature of the Mayor or Mayor Pro-
Tem and City Secretary of the City, approved by the Attorney General of Texas, and registered and
manually signed by the Comptroller of Public Accounts of the State of Texas, will be delivered to
the initial purchaser or its designee. Upon payment for the Initial Certificate of Obligation, the
Paying Agent/Registrar shall cancel the Initial Certificate of Obligation and deliver to the initial
registered owner or its designee one registered definitive Certificate of Obligation for each year of
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maturity of the Certificates of Obligation, in the aggregate principal amount of all of the Certificates
of Obligation for such maturity.
 

SECTION FIVE.  FORM OF CERTIFICATE OF OBLIGATION.  The form of the
Certificates of Obligation, including the form of Paying Agent/Registrar's Authentication Certificate,
the form of Assignment, and the form of Registration Certificate of the Comptroller of Public
Accounts of the State of Texas (to be attached only to the Certificates of Obligation initially issued
and delivered pursuant to this Ordinance), shall be, respectively, substantially as follows, with such
appropriate variations, omissions, or insertions as are permitted or required by this Ordinance.

FORM OF CERTIFICATE OF OBLIGATION

R-__ UNITED STATES OF AMERICA PRINCIPAL 
STATE OF TEXAS AMOUNT  

COUNTY OF KERR $___________
CITY OF KERRVILLE, TEXAS

COMBINATION TAX AND SURPLUS REVENUE 
CERTIFICATES OF OBLIGATION, SERIES 2018A

INTEREST RATE

____%

MATURITY DATE

August 15, 20__

DATE OF SERIES

November 1, 2018

CUSIP NO.

492422 ___

REGISTERED OWNER:

PRINCIPAL AMOUNT: DOLLARS

ON THE MATURITY DATE specified above, the CITY OF KERRVILLE, TEXAS (the
"City"), being a political subdivision and home-rule municipality of the State of Texas, hereby
promises to pay to the Registered Owner specified above, or registered assigns (hereinafter called
the "Registered Owner"), the Principal Amount set forth above, and to pay interest thereon
(calculated on the basis of a 360-day year composed of twelve 30-day months) from the date of
initial delivery of this Certificate of Obligation (as shown on the records of the Paying
Agent/Registrar, defined below) at the Interest Rate per annum specified above, on
February 15, 2019, and semiannually on each February 15 and August 15 thereafter to the Maturity
Date specified above; except that if this Certificate of Obligation is required to be authenticated and
the date of its authentication is later than the first Record Date (hereinafter defined), 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 but on or before the next following
interest payment date, in which case such principal amount shall bear interest from such next fol-
lowing interest payment date; provided, however, that if on the date of authentication hereof the
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interest on the Certificate of Obligation or Certificates of Obligation, if any, for which this
Certificate of Obligation is being exchanged is due but has not been paid, then this Certificate of
Obligation shall bear interest from the date to which such interest has been paid in full.

THE PRINCIPAL OF AND INTEREST ON this Certificate of Obligation are payable in
lawful money of the United States of America, without exchange or collection charges. The
principal of this Certificate of Obligation shall be paid to the Registered Owner hereof upon
presentation and surrender of this Certificate of Obligation at maturity or upon the date fixed for
redemption prior to maturity, at the designated corporate trust or commercial banking office of U.S.
Bank National Association, which is the "Paying Agent/Registrar" for this Certificate of Obligation.
The payment of interest on this Certificate of Obligation shall be made by the Paying
Agent/Registrar to the Registered Owner hereof on each interest payment date by check, dated as
of such interest payment date, drawn by the Paying Agent/Registrar on, and payable solely from,
funds of the City required by the Ordinance authorizing the issuance of this Certificate of Obligation
(the "Ordinance") to be on deposit with the Paying Agent/Registrar for such purpose as hereinafter
provided; and such check shall be sent by the Paying Agent/Registrar by United States mail, first-
class postage prepaid, on each such interest payment date, to the Registered Owner hereof, at its
address as it appeared on the last business day of the month next preceding each such date (the
"Record Date") on the Registration Books kept by the Paying Agent/Registrar, as hereinafter
described.  In the event of a non-payment of interest on a scheduled payment date, and for 30 days
thereafter, a new record date for such interest payment (a "Special Record Date") will be established
by the Paying Agent/Registrar if and when funds for the payment of such interest have been received
from the City.  Notice of the Special Record Date and of the scheduled payment date of the past due
interest (the "Special Payment Date" which shall be 15 days after the Special Record Date) shall
be sent at least five business days prior to the Special Record Date by United States mail, first class,
postage prepaid, to the address of each Registered Owner appearing on the Registration Books of
the Paying Agent/Registrar at the close of business on the last business day next preceding the date
of mailing of such notice.  Any accrued interest due upon the redemption of this Certificate of
Obligation prior to maturity as provided herein shall be paid to the Registered Owner upon presen-
tation and surrender of this Certificate of Obligation for redemption and payment at the designated
corporate trust office of the Paying Agent/Registrar (unless the redemption date is a regularly
scheduled interest payment date, in which case accrued interest on such redeemed Certificates of
Obligation shall be payable in the regular manner described above).  The City covenants with the
Registered Owner of this Certificate of Obligation that on or before each principal payment date,
interest payment date and accrued interest payment date for this Certificate of Obligation it will
make available to the Paying Agent/Registrar, from the "Interest and Sinking Fund" created by the
Ordinance, the amounts required to provide for the payment, in immediately available funds, of all
principal of and interest on the Certificates of Obligation, when due.

NOTWITHSTANDING THE FOREGOING, as long as the Texas Water Development
Board is the owner of this Certificate of Obligation, payment of principal on this Certificate of
Obligation shall be made by wire transfer to the Texas Water Development Board and at no cost to
the Texas Water Development Board.
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IF THE DATE FOR THE PAYMENT OF the principal of or interest on this Certificate of
Obligation shall be a Saturday, Sunday, legal holiday, or day on which banking institutions in the
city where the Paying Agent/Registrar is located are authorized by law or executive order to close,
or the United States Postal Service is not open for business, 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, or the United States Postal Service is not open for
business; and payment on such date shall have the same force and effect as if made on the original
date payment was due.

THIS CERTIFICATE OF OBLIGATION is one of a series of Certificates of Obligation
dated as of November 1, 2018,  authorized in accordance with the Constitution and laws of the State
of Texas in the aggregate principal amount of $[8,000,000] THE PURPOSE OF PAYING, IN
WHOLE OR IN PART, CONTRACTUAL OBLIGATIONS TO BE INCURRED TO PLAN,
ACQUIRE, DESIGN AND CONSTRUCT EXTENSIONS AND IMPROVEMENTS TO THE
CITY'S SANITARY SEWER SYSTEM, INCLUDING THE CONSTRUCTION AND
EQUIPPING OF A NEW LIFT STATION WITHIN THE SANITARY SEWER SYSTEM
KNOWN GENERALLY AS THE "LEGION LIFT STATION" AND RELATED
IMPROVEMENTS TO REPLACE AN EXISTING LIFT STATION, PAYING ALL OR A
PORTION OF THE LEGAL, FISCAL AND ENGINEERING FEES IN CONNECTION
THEREWITH, AND PAYING COSTS OF ISSUANCE.

ON FEBRUARY 15, 2029, AND ON ANY DATE THEREAFTER, the Certificates of
Obligation of this Series  maturing on or after August 15, 2029, may be redeemed, in whole or in
part, at the option of the City (and if in part the Certificates of Obligation of this Series shall be
redeemed in inverse order of maturity and the Paying Agent/Registrar shall determine, by lot or
other customary method within a maturity, the particular Certificates of Obligation to be redeemed),
at a redemption price equal to the principal amount of the Certificates of Obligation to be redeemed
plus accrued interest to the redemption date; provided, that during any period in which ownership
of the Certificates of Obligation is determined by a book entry at a securities depository for the
Certificates of Obligation, if fewer than all of the Certificates of Obligation of the same maturity and
bearing the same interest rate are to be redeemed, the particular Certificates of Obligation of such
maturity and bearing such interest rate shall be selected in accordance with the arrangements
between the City and the securities depository.

AT LEAST 30 DAYS PRIOR TO THE DATE FIXED for any redemption of Certificates
of Obligation or portions thereof prior to maturity, a written notice of such redemption shall be sent
by the Paying Agent/Registrar by United States mail, first-class postage prepaid to the Registered
Owner of each Certificate of Obligation to be redeemed at its address as it appeared on the
Registration Books maintained by the Paying Agent/Registrar on the day such notice of redemption
is mailed.  Any notice of redemption so mailed shall be conclusively presumed to have been duly
given irrespective of whether received by the Registered Owner.  The notice with respect to an
optional redemption of Certificates of Obligation may state (1) that it is conditioned upon the deposit
of moneys, in an amount equal to the amount necessary to effect the redemption, with the Paying
Agent/Registrar no later than the redemption date, or (2) that the City retains the right to rescind
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such notice at any time prior to the scheduled redemption date if the City delivers a certificate of an
authorized representative to the Paying Agent/Registrar instructing the Paying Agent/Registrar to
rescind the redemption notice, and such notice and optional redemption shall be of no effect if such
moneys are not so deposited or if such notice is so rescinded.  By the date fixed for any such
redemption, due provision shall be made with the Paying Agent/Registrar for the payment of the
required redemption price for the Certificates of Obligation or portions thereof which are to be so
redeemed.  If such written notice of redemption is mailed (and not rescinded), and if due provision
for such payment is made, all as provided above, the Certificates of Obligation 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 receive
the redemption price from the Paying Agent/Registrar out of the funds provided for such payment.
If a portion of any Certificate of Obligation shall be redeemed a substitute Certificate of Obligation
or Certificates of Obligation 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 an aggregate principal amount equal to the unredeemed portion thereof,
will be issued to the Registered Owner upon the surrender thereof for cancellation, at the expense
of the City, all as provided in the Ordinance.

ALL CERTIFICATES OF OBLIGATION OF THIS SERIES are issuable solely as fully
registered Certificates of Obligation, without interest coupons, in the denomination of any integral
multiple of $5,000.  As provided in the Ordinance, this Certificate of Obligation, may, at the request
of the Registered Owner or the assignee or assignees hereof, be assigned, transferred and exchanged
for a like aggregate principal amount of fully registered Certificates of Obligation, without interest
coupons, payable to the appropriate Registered Owner, assignee or assignees, as the case may be,
having the same denomination or denominations in any integral multiple of $5,000 as requested in
writing by the appropriate Registered Owner, assignee or assignees, as the case may be, upon surren-
der of this Certificate of Obligation to the Paying Agent/Registrar for cancellation, all in accordance
with the form and procedures set forth in the Ordinance.  Among other requirements for such assign-
ment and transfer, this Certificate of Obligation must be presented and surrendered to the Paying
Agent/Registrar, together with proper instruments of assignment, in form and with guarantee of
signatures satisfactory to the Paying Agent/Registrar, evidencing assignment of this Certificate of
Obligation or any portion or portions hereof in any integral multiple of $5,000 to the assignee or
assignees in whose name or names this Certificate of Obligation or any such portion or portions
hereof is or are to be registered.  The form of Assignment printed or endorsed on this Certificate of
Obligation may be executed by the Registered Owner to evidence the assignment hereof, but such
method is not exclusive, and other instruments of assignment satisfactory to the Paying
Agent/Registrar may be used to evidence the assignment of this Certificate of Obligation or any
portion or portions hereof from time to time by the Registered Owner.  The Paying Agent/Registrar's
reasonable standard or customary fees and charges for transferring and exchanging any Certificate
of Obligation or portion thereof shall be paid by the City, but any taxes or governmental charges
required to be paid with respect thereto shall be paid by the one requesting such assignment, transfer
or exchange as a condition precedent to the exercise of such privilege.  The Paying Agent/Registrar
shall not be required to make any such transfer or exchange during the period commencing with the
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close of business on any Record Date and ending with the opening of business on the next following
principal or interest payment date.  

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

IN THE EVENT ANY PAYING AGENT/REGISTRAR for the Certificates of Obligation
is changed by the City, resigns, or otherwise ceases to act as such, the City has covenanted in the
Ordinance that it promptly will appoint a competent and legally qualified substitute therefor, and
cause written notice thereof to be mailed to the Registered Owners of the Certificates of Obligation.

IT IS HEREBY CERTIFIED, RECITED, AND COVENANTED that this Certificate of
Obligation has been duly and validly authorized, issued, and delivered; that all acts, conditions, and
things required or proper to be performed, exist, and be done precedent to or in the authorization,
issuance, and delivery of this Certificate of Obligation have been performed, existed, and been done
in accordance with law; that this Certificate of Obligation is a general obligation of the City, issued
on the full faith and credit thereof; and that ad valorem taxes sufficient to provide for the payment
of the interest on and principal of this Certificate of Obligation, as such interest comes due, and as
such principal matures, have been levied and ordered to be levied against all taxable property in the
City, and have been pledged for such payment, within the limits prescribed by law and that this
Certificate of Obligation is additionally secured by a lien on and pledge of Surplus Revenues
received by the City from the ownership and operation of the City's Waterworks and Sewer System,
all as provided in the Ordinance authorizing the Certificates of Obligation.

THE CITY ALSO HAS RESERVED THE RIGHT TO AMEND the Ordinance as provided
therein, and under some (but not all) circumstances amendments thereto must be approved by the
registered owners of a majority in aggregate principal amount of the outstanding Certificates of
Obligation.

BY BECOMING THE REGISTERED OWNER of this Certificate of Obligation, the Regis-
tered Owner thereby acknowledges all of the terms and provisions of the Ordinance, agrees to be
bound by such terms and provisions, acknowledges that the Ordinance is duly recorded and available
for inspection in the official minutes and records of the governing body of the City, and agrees that
the terms and provisions of this Certificate of Obligation and the Ordinance constitute a contract
between each Registered Owner hereof and the City.
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IN WITNESS WHEREOF, the City has caused this Certificate of Obligation to be signed
with the manual or facsimile signature of the Mayor or Mayor Pro-Tem of the City, and counter-
signed with the manual or facsimile signature of the City Secretary of the City, and the official seal
of the City has been duly impressed, or placed in facsimile, on this Certificate of Obligation.

Countersigned:

                  (facsimile signature)                                 (facsimile signature)     
City Secretary, City of Kerrville, Texas Mayor [Pro-Tem], City of Kerrville, Texas

(CITY SEAL)

FORM OF REGISTRATION CERTIFICATE 
OF THE COMPTROLLER OF PUBLIC ACCOUNTS:

COMPTROLLER'S REGISTRATION CERTIFICATE:  REGISTER NO. ______________

I hereby certify that this Certificate of Obligation has been examined, certified as to validity,
and approved by the Attorney General of the State of Texas, and that this Certificate of Obligation
has been registered by the Comptroller of Public Accounts of the State of Texas. 

Witness my signature and seal this
______________________________

(COMPTROLLER'S SEAL) Comptroller of Public Accounts
of the State of Texas
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FORM OF PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE
(To be executed if this Certificate of Obligation is not accompanied by an executed Registration
Certificate of the Comptroller of Public Accounts of the State of Texas)

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

Dated U.S. Bank National Association
Paying Agent/Registrar

By _________________________________
     Authorized Representative

[The remainder of this page intentionally left blank]
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FORM OF ASSIGNMENT:

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned Registered Owner of this Certificate of
Obligation, or duly authorized representative or attorney thereof, hereby sells, assigns and transfers
this Certificate of Obligation and all rights hereunder unto _______________________________
 _______________________
/                                           /_______________________________________________________
(Assignee's Social Security or   (Please print or typewrite Assignee's name and address, 
 Taxpayer Identification Number)    including zip code)
______________________________________________________________________________
and hereby irrevocably constitutes and appoints _____________________________________
attorney to transfer the registration of this Certificate of Obligation on the Paying Agent/Registrar's
Registration Books with full power of substitution in the premises.

Dated: _________________

Signature Guaranteed:

____________________________________
NOTICE: Signature(s) must be guaranteed by
a member firm of the New York Stock
Exchange or a commercial bank or trust
company.

____________________________________
NOTICE: The signature above must
correspond with the name of the Registered
Owner as it appears upon the front of this
Certificate of Obligation in every particular,
without alteration or enlargement or any
change whatsoever.

INITIAL CERTIFICATE OF OBLIGATION INSERTIONS

The Initial Certificate of Obligation shall be in the form set forth above except that:

(A) Immediately under the name of the Certificate of Obligation, the headings
"INTEREST RATE" and "MATURITY DATE" shall be completed with the words
"As shown below" and "CUSIP NO. _____" shall be deleted.

(B) The first paragraph shall be deleted and the following shall be inserted:  

"ON THE RESPECTIVE MATURITY DATES specified below, the CITY OF
KERRVILLE, TEXAS (the "City"), being a political subdivision and municipal corporation of the
State of Texas, hereby promises to pay to the Registered Owner specified above, or registered
assigns (hereinafter called the "Registered Owner"), the respective Principal Installments specified
below, and to pay interest thereon (calculated on the basis of a 360-day year composed of twelve
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30-day months) from the date of initial delivery of this Certificate of Obligation (as shown on the
records of the Paying Agent/Registrar, defined below) at the respective Interest Rates per annum
specified below, payable on February 15, 2019, and semiannually on each February 15 and
August 15 thereafter to the respective Maturity Dates specified below.  The respective Maturity
Dates, Principal Installments and Interest Rates for this Certificate of Obligation are set forth in the
following schedule:

MATURITY

DATE

(AUGUST 15)
PRINCIPAL

INSTALLMENT ($)
INTEREST

RATE (%)

MATURITY

DATE

(AUGUST 15)
PRINCIPAL

INSTALLMENT ($)
INTEREST

RATE (%)

_____ _____ _____ _____ _____ _____

_____ _____ _____ _____ _____ _____

_____ _____ _____ _____ _____ _____

[Insert principal and interest information from Sections 2 and 3 above]"

(C)  The Initial Certificate of Obligation shall be numbered "T-1."

SECTION SIX.  INTEREST AND SINKING FUND; TAX LEVY; SECURITY
INTEREST.  

(a)  Interest and Sinking Fund, Tax Levy.  A special Interest and Sinking Fund for the
Certificates of Obligation (the "Interest and Sinking Fund") is hereby created solely for the benefit
of the Certificates of Obligation, and the Interest and Sinking Fund shall be established and
maintained by the City at an official depository bank of the City.  The Interest and Sinking Fund
shall be kept separate and apart from all other funds and accounts of the City, and shall be used only
for paying the interest on and principal of the Certificates of Obligation.  All ad valorem taxes levied
and collected for and on account of the Certificates of Obligation shall be deposited, as collected,
to the credit of the Interest and Sinking Fund.  During each year while any of the Certificates of
Obligation or interest thereon are outstanding and unpaid, the City shall compute and ascertain a rate
and amount of ad valorem tax which, together with "Surplus Revenues" with respect to the
Certificates of Obligation (as described in Section 7 below) actually then on deposit in the Interest
and Sinking Fund to pay principal and interest coming due during such fiscal year, will be sufficient
to raise and produce the money required to pay the interest on the Certificates of Obligation as such
interest comes due, and to provide and maintain a sinking fund adequate to pay the principal of its
Certificates of Obligation as such principal matures (but never less than 2% of the original principal
amount of the Certificates of Obligation as a sinking fund each year); and said tax shall be based on
the latest approved tax rolls of the City, with full allowance being made for tax delinquencies and
the cost of tax collection.  Said rate and amount of ad valorem tax is hereby levied, and is hereby
ordered to be levied, against all taxable property in the City for each year while any of the
Certificates of Obligation or interest thereon are outstanding and unpaid; and said tax shall be
assessed and collected each such year and deposited to the credit of the respective Interest and
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Sinking Fund.  Said ad valorem taxes sufficient to provide for the payment of the interest on and
principal of the Certificates of Obligation, as such interest comes due and such principal matures,
are hereby pledged for such payment, within the limit prescribed by law.

(b) Security Interest.  Chapter 1208, Texas Government Code, applies to the issuance of the
Certificates of Obligation and the pledge of the ad valorem taxes and Surplus Revenues granted by
the City under Sections 6(a) and 7 of this Ordinance, and is therefore valid, effective, and perfected.
If Texas law is amended at any time while the Certificates of Obligation are outstanding and unpaid
such that the pledge of the ad valorem taxes or Surplus Revenues granted by the City under Sections
6(a) and 7 of this Ordinance is to be subject to the filing requirements of Chapter 9, Texas Business
& Commerce Code, then in order to preserve to the registered owners of the Certificates of
Obligation the perfection of the security interest in said pledge, the City agrees to take such
measures as it determines are reasonable and necessary under Texas law to comply with the
applicable provisions of Chapter 9, Texas Business & Commerce Code, and enable a filing to perfect
the security interest in said pledge to occur.

SECTION SEVEN.  SURPLUS REVENUES.  Pursuant to Section 271.052, Texas Local
Government Code, as amended, and Chapter 1502, Texas Government Code, as amended, the
Certificates of Obligation additionally shall be payable from and secured by surplus revenues
derived by the City from the City's Waterworks and Sewer System remaining after (a) payment of
all amounts constituting operation and maintenance expenses of said Waterworks and Sewer System,
and (b) payment of all debt service, reserve, and other requirements and amounts required to be paid
under all ordinances heretofore or hereafter authorizing (i) all bonds, and (ii) all other obligations
not on a parity with the Certificates of Obligation, which are payable from and secured by any
Waterworks and Sewer System revenues, and (c) payment of all amounts payable from any
Waterworks and Sewer System revenues pursuant to contracts heretofore or hereafter entered into
by the City in accordance with law (the "Surplus Revenues").  If for any reason the City fails to
deposit ad valorem taxes levied pursuant to Section 6 hereof to the credit of the Interest and Sinking
Fund in an amount sufficient to pay, when due, the principal of and interest on the Certificates of
Obligations, then Surplus Revenues may be deposited to the credit of the Interest and Sinking Fund
and used to pay such principal and/or interest.  The City reserves, and shall have, the right to issue
bonds and other obligations not on a parity with the Certificates of Obligation, and to enter into
contracts, in accordance with applicable laws, to be payable from and secured by any Waterworks
and Sewer System revenues.

In the event the City determines to pay all or a portion of the debt service on the Certificates
of Obligation from Surplus Revenues during any fiscal year, the City shall comply with the
following obligations and procedures:

(i) the City shall establish, adopt, and maintain an annual budget that provides
for either (A) the monthly deposit of sufficient Surplus Revenues and/or ad valorem tax
revenues, (B) the monthly deposit of any other legally available funds on hand at the time
of adoption of such annual budget, or (C) a combination of (A) and (B) above, into the
Interest and Sinking Fund for the payment of the Certificates of Obligation;
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(ii) the City shall transfer and deposit in the Interest and Sinking Fund each
month an amount of not less than 1/12th of the annual debt service on the Certificates of
Obligation until the amount on deposit therein equals the amount required for such annual
debt service; and

(iii) the City shall, prior to the time taxes are to be levied for each fiscal year,
establish, adopt, and maintain an annual budget that provides for either the monthly deposit
of sufficient surplus pledged revenues and/or tax revenues, the monthly deposit of any other
legally available funds on hand at the time of the adoption of the annual budget, or a
combination thereof, into the Interest and Sinking Fund for the repayment of the Obligations

(iv) the City shall:

(A) maintain and collect sufficient rates and charges from the City's
Waterworks and Sewer System, in conjunction with any other legally available funds
(including but not limited to ad valorem taxes levied to pay debt service on the
Certificates of Obligation, if any), so that after payment of the costs of operating and
maintaining the City's Waterworks and Sewer System, such rates and charges
produce revenues in an amount not less than 1.10 times (1) the debt service
requirements of the Certificates of Obligation which have been budgeted to be paid
with revenues derived from the City's Waterworks and Sewer System, and (2) all
outstanding obligations of the City which are secured in whole or in part by a pledge
of revenues derived from the City's Waterworks and Sewer System and for which the
City is budgeting the payment of debt service, or 

(B) annually provide the Texas Water Development Board with
documentation which evidences the levy and collection of an ad valorem tax rate
dedicated to the payment of debt service on the Certificates of Obligation, in
conjunction with any other legally available funds, sufficient for the payment of debt
service on the Certificates of Obligation.

SECTION EIGHT.  CONSTRUCTION FUND.  There is hereby created and established
in the depository of the City, a fund to be called the City of Kerrville, Texas Combination Tax and
Revenue Certificates of Obligation (Series 2018A) Construction Fund (herein called the
"Construction Fund").  Proceeds from the sale and delivery of the Certificates of Obligation (other
than proceeds representing accrued interest on the Certificates of Obligation and any premium on
the Certificates of Obligation that is not used by the City to pay costs of issuance in accordance with
the provisions of Section 1201.042(d), Texas Government Code, as amended, which shall be
deposited in the Interest and Sinking Fund) shall be deposited in the Construction Fund.  Money in
the Construction Fund shall be subject to disbursements by the City for payment of all costs incurred
in carrying out the purpose for which the Certificates of Obligation are issued, including but not
limited to costs for construction, engineering, architecture, financing, financial consultants and legal
services related to the project being financed with proceeds of the Certificates of Obligation and the
issuance of the Certificates of Obligation.  All funds remaining on deposit in the Construction Fund
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upon completion of the projects being financed with the proceeds from the Certificates of
Obligation, if any, shall be transferred to the Interest and Sinking Fund.

SECTION NINE.  INVESTMENTS.  Funds on deposit in the Interest and Sinking Fund
and the Construction Fund shall be secured by the depository bank of the City in the manner and to
the extent required by law to secure other public funds of the City and may be invested from time
to time in any investment authorized by applicable law, including but not limited to the Public Funds
Investment Act (Chapter 2256, Texas Government Code), and the City's investment policy adopted
in accordance with the provisions of the Public Funds Investment Act; provided, however, that
investments purchased for and held in the Interest and Sinking Fund shall have a final maturity no
later than the next principal or interest payment date for which such funds are required, and
investments purchased for and held in the Construction Fund shall have a final maturity of not later
than the date the City reasonably expects the funds from such investments will be required to pay
costs of the projects for which the Certificates of Obligation were issued.  Income and profits from
such investments shall be deposited in the respective Fund which holds such investments; however,
any such income and profits from investments in the Construction Fund may be withdrawn by the
City and deposited in the Interest and Sinking Fund to pay all or a portion of the interest next
coming due on the Certificates of Obligation.  It is further provided, however, that any interest
earnings on Certificate of Obligation proceeds which are required to be rebated to the United States
of America pursuant to Section 14 hereof in order to prevent the Certificates of Obligation from
being arbitrage bonds shall be so rebated and not considered as interest earnings for the purposes
of this Section.

SECTION TEN.  EMPOWERED.  The City Manager and Director of Finance are hereby
ordered to do any and all things necessary to accomplish the transfer of monies to the Interest and
Sinking Fund of this issue in ample time to pay such items of principal and interest.

SECTION ELEVEN.  DEFEASANCE OF THE CERTIFICATES OF OBLIGATION.

(a) Defeasance.  Any Certificate of Obligation and the interest thereon shall be deemed to
be paid, retired and no longer outstanding (a "Defeased Certificate of Obligation") within the
meaning of this Ordinance, except to the extent provided in subsection (d) of this Section, when
payment of the principal of such Certificate of Obligation, plus interest thereon to the due date
(whether such due date be by reason of maturity or otherwise) either (i) shall have been made or
caused to be made in accordance with the terms thereof, or (ii) shall have been provided for on or
before such due date by irrevocably depositing with or making available to the Paying
Agent/Registrar in accordance with an escrow agreement or other instrument (the "Future Escrow
Agreement") for such payment (1) lawful money of the United States of America sufficient to make
such payment and/or (2) Defeasance Securities that mature as to principal and interest in such
amounts and at such times as will insure the availability, without reinvestment, of sufficient money
to provide for such payment, and when proper arrangements have been made by the City with the
Paying Agent/Registrar for the payment of its services until all Defeased Certificates of Obligation
shall have become due and payable.  Thereafter, the City will have no further responsibility with
respect to amounts available to the Paying Agent/Registrar for the payment of such Defeased
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Certificate of Obligation, including any insufficiency therein caused by the failure of the escrow
agent under such Future Escrow Agreement to receive payment when due on the Defeasance
Securities.  At such time as a Certificate of Obligation shall be deemed to be a Defeased Certificate
of Obligation hereunder, as aforesaid, such Certificate of Obligation and the interest thereon shall
no longer be secured by, payable from, or entitled to the benefits of, the ad valorem taxes or
revenues herein levied and pledged as provided in this Ordinance, and such principal and interest
shall be payable solely from such money or Defeasance Securities.  Notwithstanding any other
provision of this Ordinance to the contrary, it is hereby provided that any determination not to
redeem Defeased Certificates of Obligation that is made in conjunction with the payment
arrangements specified in subsection (a)(i) or (ii) of this Section shall not be irrevocable, provided
that:  (1) in the proceedings providing for such payment arrangements, the City expressly reserves
the right to call the Defeased Certificates of Obligation for redemption; (2) gives notice of the
reservation of that right to the owners of the Defeased Certificates of Obligation immediately
following the making of the payment arrangements; and (3) directs that notice of the reservation be
included in any redemption notices that it authorizes.

(b)  Investment of Funds in Defeasance Securities.  Any moneys so deposited with the Paying
Agent/Registrar may at the written direction of the City be invested in Defeasance Securities,
maturing in the amounts and times as hereinbefore set forth, and all income from such Defeasance
Securities received by the Paying Agent/Registrar that is not required for the payment of the
Certificates of Obligation and interest thereon, with respect to which such money has been so
deposited, shall be turned over to the City, or deposited as directed in writing by the City.  Any
Future Escrow Agreement pursuant to which the money and/or Defeasance Securities are held for
the payment of Defeased Certificates of Obligation may contain provisions permitting the
investment or reinvestment of such moneys in Defeasance Securities or the substitution of other
Defeasance Securities upon the satisfaction of the requirements specified in subsection (a)(i) or (ii)
of this Section.  All income from such Defeasance Securities received by the Paying Agent/Registrar
which is not required for the payment of the Defeased Certificates of Obligation, with respect to
which such money has been so deposited, shall be remitted to the City or deposited as directed in
writing by the City.

(c)  Definition of Defeasance Securities.  The term "Defeasance Securities" means (i) direct,
noncallable obligations of the United States of America, including obligations that are
unconditionally guaranteed by the United States of America, (ii) noncallable obligations of an
agency or instrumentality of the United States of America, including obligations that are
unconditionally guaranteed or insured by the agency or instrumentality and that, on the date of the
purchase thereof are rated as to investment quality by a nationally recognized investment rating firm
not less than AAA or its equivalent, (iii) noncallable obligations of a state or an agency or a county,
municipality, or other political subdivision of a state that have been refunded and that, on the date
on the date the governing body of the City adopts or approves the proceedings authorizing the
financial arrangements are rated as to investment quality by a nationally recognized investment
rating firm not less than AAA or its equivalent, and (iv) any other then authorized securities or
obligations under applicable state law that may be used to defease obligations such as the
Certificates of Obligation.
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(d)  Duties of Paying Agent/Registrar.  Until all Defeased Certificates of Obligation shall
have become due and payable, the Paying Agent/Registrar shall perform the services of Paying
Agent/Registrar for such Defeased Certificates of Obligation the same as if they had not been
defeased, and the City shall make proper arrangements to provide and pay for such services as
required by this Ordinance. 

(e)  Selection of Certificates of Obligation to be Defeased.  In the event that the City elects
to defease less than all of the principal amount of Certificates of Obligation of a maturity, the Paying
Agent/Registrar shall select, or cause to be selected, such amount of Certificates of Obligation by
such random method as it deems fair and appropriate.

(f)  Notice to Texas Water Development Board.  So long as the Texas Water Development
Board is the registered owner of any of the Certificates of Obligation, the City shall provide written
notice to the Texas Water Development Board of a defeasance of the Certificates of Obligation
pursuant to subsection (a)(ii) of this Section at least 30 days prior to funding a Future Escrow
Agreement.

SECTION TWELVE.  DAMAGED, MUTILATED, LOST, STOLEN, OR DE-
STROYED CERTIFICATES OF OBLIGATION.

(a)  Replacement Certificates of Obligation.  In the event any outstanding Certificate of
Obligation is damaged, mutilated, lost, stolen, or destroyed, the Paying Agent/Registrar shall cause
to be printed, executed, and delivered, a new certificate of obligation of the same principal amount,
maturity, and interest rate, as the damaged, mutilated, lost, stolen, or destroyed Certificate of
Obligation, in replacement for such Certificate of Obligation in the manner hereinafter provided.

(b)  Application for Replacement Certificates of Obligation.  Application for replacement
of damaged, mutilated, lost, stolen, or destroyed Certificates of Obligation shall be made by the
registered owner thereof to the Paying Agent/Registrar.  In every case of loss, theft, or destruction
of a Certificate of Obligation, the registered owner applying for a replacement certificate of
obligation shall furnish to the City 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 Certificate of Obligation, the registered
owner shall furnish to the City and to the Paying Agent/Registrar evidence to their satisfaction of
the loss, theft, or destruction of such Certificate of Obligation, as the case may be.  In every case of
damage or mutilation of a Certificate of Obligation, the registered owner shall surrender to the
Paying Agent/Registrar for cancellation the Certificate of Obligation so damaged or mutilated.

(c)  No Default Occurred.  Notwithstanding the foregoing provisions of this Section, in the
event any such Certificate of Obligation 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
Certificate of Obligation, the City may authorize the payment of the same (without surrender thereof
except in the case of a damaged or mutilated Certificate of Obligation) instead of issuing a
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replacement Certificate of Obligation, provided security or indemnity is furnished as above provided
in this Section.

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

(e)  Authority for Issuing Replacement Certificates of Obligation.  In accordance with
Chapter 1201, Texas Government Code, as amended, this Section of this Ordinance shall constitute
authority for the issuance of any such replacement certificate of obligation without necessity of
further action by the governing body of the City or any other body or person, and the duty of the
replacement of such certificates of obligations is hereby authorized and imposed upon the Paying
Agent/Registrar, and the Paying Agent/Registrar shall authenticate and deliver such Certificates of
Obligation in the form and manner and with the effect, as provided in Section 4(a) of this Ordinance
for Certificates of Obligation issued in exchange for other Certificates of Obligation.

SECTION THIRTEEN.  CUSTODY, APPROVAL, AND REGISTRATION OF THE
CERTIFICATES OF OBLIGATION; BOND COUNSEL'S OPINION, BOND INSURANCE,
AND CUSIP NUMBERS.  The Mayor or Mayor Pro-Tem of the City is hereby authorized to have
control of the Certificates of Obligation initially issued and delivered hereunder and all necessary
records and proceedings pertaining to the Certificates of Obligation pending their delivery and their
investigation, examination, and approval by the Attorney General of the State of Texas, and their
registration by the Comptroller of Public Accounts of the State of Texas.  Upon registration of the
Certificates of Obligation said Comptroller of Public Accounts (or a deputy designated in writing
to act for said Comptroller) shall manually sign the Comptroller's Registration Certificate attached
to such Certificates of Obligation, and the seal of said Comptroller shall be impressed, or placed in
facsimile, on such Certificate.  The approving legal opinion of the City's Bond Counsel (with an
appropriate certificate pertaining thereto executed by facsimile signature of the City Secretary of the
City), a statement regarding the issuance of a municipal bond insurance policy to secure payment
of debt service on the Certificates of Obligation, if any, and the assigned CUSIP numbers may, at
the option of the City, be printed on the Certificates of Obligation issued and delivered under this
Ordinance, but neither shall have any legal effect, and shall be solely for the convenience and
information of the registered owners of the Certificates of Obligation.
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SECTION FOURTEEN.  COVENANTS REGARDING TAX-EXEMPTION OF
INTEREST ON THE CERTIFICATES OF OBLIGATION.

(a)  Covenants.  The City covenants to take any action necessary to assure, or refrain from
any action which would adversely affect, the treatment of the Certificates of Obligation 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 City covenants as follows:

(1)  to take any action to assure that no more than 10 percent of the proceeds of the
Certificates of Obligation or the projects financed therewith (less amounts deposited to a
reserve fund, if any) 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 of the Certificates of Obligation or
the projects financed therewith are so used, such amounts, whether or not received by the
City, with respect to such private business use, do not, under the terms of this Ordinance or
any underlying arrangement, directly or indirectly, secure or provide for the payment of
more than 10 percent of the debt service on the Certificates of Obligation, in contravention
of section 141(b)(2) of the Code;

(2)  to take any action to assure that in the event that the "private business use"
described in subsection (1) hereof exceeds 5 percent of the proceeds of the Certificates of
Obligation or the projects financed therewith (less amounts deposited into a reserve fund,
if any) then the amount in excess of 5 percent is used for a "private business use" which is
"related" and not "disproportionate," within the meaning of section 141(b)(3) of the Code,
to the governmental use;

(3)  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 Certificates of Obligation (less amounts
deposited into a reserve fund, if any) is directly or indirectly used to finance loans to persons,
other than state or local governmental units, in contravention of section 141(c) of the Code;

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

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

(6)  to refrain from using any portion of the proceeds of the Certificates of
Obligation, directly or indirectly, to acquire or to replace funds which were used, directly
or indirectly, to acquire investment property (as defined in section 148(b)(2) of the Code)
which produces a materially higher yield over the term of the Certificates of Obligation,
other than investment property acquired with --
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(A)  proceeds of the Certificates of Obligation invested for a reasonable
temporary period of three years or less until such proceeds are needed for the
purpose for which the Certificates of Obligation are issued,

(B)  amounts invested in a bona fide debt service fund, within the meaning
of section l.148-1(b) of the Treasury Regulations, and

(C)  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
Certificates of Obligation;

(7)  to otherwise restrict the use of the proceeds of the Certificates of Obligation or
amounts treated as proceeds of the Certificates of Obligation, as may be necessary, so that
the Certificates of Obligation do not otherwise contravene the requirements of section 148
of the Code (relating to arbitrage);

(8) to refrain from using the proceeds of the Certificates of Obligation or proceeds
of any prior bonds to pay debt service on another issue more than 90 days after the date of
issue of the Certificates of Obligation in contravention of the requirements of section 149(d)
of the Code (relating to advance refundings); and

(9)  to pay to the United States of America at least once during each five-year period
(beginning on the date of delivery of the Certificates of Obligation) 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 Certificates
of Obligation 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.

(b)  Rebate Fund.  In order to facilitate compliance with the above covenant (8), a "Rebate
Fund" is hereby established by the City 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
holders.  The Rebate Fund is established for the additional purpose of compliance with section 148
of the Code.

(c)  Proceeds.  The City understands that the term "proceeds" includes "disposition proceeds"
as defined in the Treasury Regulations.  It is the understanding of the City that the covenants
contained herein are intended to assure compliance with the Code and any regulations or rulings
promulgated by the U.S. Department of the Treasury pursuant thereto.  In the event that regulations
or rulings are hereafter promulgated which modify or expand provisions of the Code, as applicable
to the Certificates of Obligation, the City will not be required to comply with any covenant
contained herein to the extent that such failure to comply, in the opinion of nationally recognized
bond counsel, will not adversely affect the exemption from federal income taxation of interest on
the Certificates of Obligation 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
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Certificates of Obligation, the City 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 Certificates of Obligation under section 103 of the Code.
In furtherance of such intention, the City hereby authorizes and directs the Mayor, the City Manager
or the Director of Finance of the City to execute any documents, certificates or reports required by
the Code and to make such elections, on behalf of the City, which may be permitted by the Code as
are consistent with the purpose for the issuance of the Certificates of Obligation.

(d)  Allocation of, and Limitation on, Expenditures for the Project. The City covenants to
account for the expenditure of sale proceeds and investment earnings to be used for the purposes
described in Section 1 of this Ordinance (collectively referred to herein as the "Project") on its
books and records in accordance with the requirements of the Internal Revenue Code.  The City
recognizes that in order for the proceeds to be considered used for the reimbursement of costs, the
proceeds must be allocated to expenditures within 18 months of the later of the date that (1) the
expenditure is made, or (2) the Project is completed; but in no event later than three years after the
date on which the original expenditure is paid.  The foregoing notwithstanding, the City recognizes
that in order for proceeds to be expended under the Internal Revenue Code, the sale proceeds or
investment earnings must be expended no more than 60 days after the earlier of (1) the fifth
anniversary of the delivery of the Certificates of Obligation, or (2) the date the Certificates of
Obligation are retired.  The City agrees to obtain the advice of nationally-recognized bond counsel
if such expenditure fails to comply with the foregoing to assure that such expenditure will not
adversely affect the tax-exempt status of the Certificates of Obligation.  For purposes hereof, the
City shall not be obligated to comply with this covenant if it obtains an opinion that such failure to
comply will not adversely affect the excludability for federal income tax purposes from gross
income of the interest.

(e)  Disposition of Project.  The City covenants that the property constituting the Projects
will not be sold or otherwise disposed in a transaction resulting in the receipt by the City of cash or
other compensation, unless any action taken in connection with such disposition will not adversely
affect the tax-exempt status of the Certificates of Obligation.  For purpose of the foregoing, the City
may rely on an opinion of nationally-recognized bond counsel that the action taken in connection
with such sale or other disposition will not adversely affect the tax-exempt status of the Certificates
of Obligation.  For purposes of the foregoing, the portion of the property comprising personal
property and disposed in the ordinary course shall not be treated as a transaction resulting in the
receipt of cash or other compensation.  For purposes hereof, the City shall not be obligated to
comply with this covenant if it obtains an opinion that such failure to comply will not adversely
affect the excludability for federal income tax purposes from gross income of the interest.

(f)  Written Procedures.  Unless superseded by another action of the City, to ensure
compliance with the covenants contained herein regarding private business use, remedial actions,
arbitrage and rebate, the City Council hereby adopts and establishes the instructions attached hereto
as Exhibit B as the City's written procedures.
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(g)  Reimbursement.  This Ordinance is intended to satisfy the official intent requirements
set forth in section 1.150-2 of the Treasury Regulations.

SECTION FIFTEEN.  CONTINUING DISCLOSURE UNDERTAKING.  On the basis
of the private placement exception to the continuing disclosure requirements set forth in SEC Rule
15c2-12 (the "Rule"), 17 CFR 240.15c2-12, the City has not and does not undertake to provide
continuing information about its financial condition, results of operation or other data subsequent
to the issuance of the Certificates of Obligation.  Notwithstanding the foregoing, the City covenants
to comply with requirements for continuing disclosure on an ongoing basis substantially in the
manner required by the Rule and determined as if the Texas Water Development Board was a
"participating underwriter" with the meaning of the Rule, such continuing disclosure undertaking
being for the benefit of the Texas Water Development Board and the beneficial owner of the
Certificates of Obligation if the Texas Water Development Board sells or otherwise transfers any
of the Certificates of Obligation and the beneficial owners of the Texas Water Development Board's
bonds if the City is an obligated person with respect to the Texas Water Development Board's bonds
under the Rule.  On that basis, the City hereby agrees to provide continuing disclosure as set forth
below: 

(a)  Definitions. As used in this Section, the following terms have the meanings ascribed to
such terms below:

"EMMA" means the Electronic Municipal Market Access system being established by the
MSRB.

"MSRB" means the Municipal Securities Rulemaking Board.

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

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

(b)  Annual Reports.  The City shall provide annually to the MSRB through EMMA within
six months after the end of each fiscal year ending in or after 2018, financial information and
operating data with respect to the City of the general type included in the final Official Statement
related to the City's Combination Tax and Revenue Certificates of Obligation, Series 2016, being
the information described in Exhibit C hereto as the "Annual Operating Report."  Additionally,
within six months after the end of each fiscal year, the City will provide financial statements of the
City (the "Financial Statements") which shall be (1) prepared in accordance with the accounting
principles described in Exhibit C hereto, or such other accounting principles as the City may be
required to employ from time to time pursuant to state law or regulation, and (2) audited, if the City
commissions an audit of such Financial Statements and the audit is completed within the period
during which they must be provided.  If the audit of such Financial Statements is not complete
within such period, then the City shall provide (1) unaudited Financial Statements for such fiscal
year within such six month period, and (2) audited Financial Statements for the applicable fiscal year
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to the MSRB through EMMA when and if the audit report on such Financial Statements become
available.

If the City changes its fiscal year, it will notify the MSRB through EMMA of the date of the
new fiscal year end prior to the next date by which the City otherwise would be required to provide
financial information and operating data pursuant to this paragraph (b).

The financial information and operating data to be provided pursuant to this paragraph (b)
may be set forth in full in one or more documents or may be included by specific reference to any
document (including an official statement or other offering document, if it is available from the
MSRB) that theretofore has been provided to the MSRB through EMMA or filed with the SEC.

(c)  Event Notices.  

(i) The City shall notify the MSRB through EMMA in an electronic format as
prescribed by the MSRB, in a timely manner (but not in excess of ten business days after the
occurrence of the event) of any of the following events with respect to the Certificates of
Obligation, if such event is material within the meaning of the federal securities laws:

1. Non-payment related defaults;

2. Modifications to rights of holders;

3. Redemption calls;

4. Release, substitution, or sale of property securing repayment of the
Certificates of Obligation;

5. The consummation of a merger, consolidation, or acquisition involving an
obligated person or the sale of all or substantially all of the assets of the
obligated person, other than in the ordinary course of business, the entry into
a definitive agreement to undertake such an action or the termination of a
definitive agreement relating to any such actions, other than pursuant to its
terms; and

6. Appointment of a successor or additional trustee or the change of name of a
trustee.

(ii) The City shall notify the MSRB through EMMA in an electronic format as
prescribed by the MSRB, in a timely manner (but not in excess of ten business days after the
occurrence of the event) of any of the following events with respect to the Certificates of
Obligation, without regard to whether such event is considered material within the meaning
of the federal securities laws:
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1. Principal and interest payment delinquencies;

2. Unscheduled draws on debt service reserves reflecting financial difficulties;

3. Unscheduled draws on credit enhancements reflecting financial difficulties;

4. Substitution of credit or liquidity providers, or their failure to perform;

5. Adverse tax opinions or the issuance by the Internal Revenue Service of
proposed or final determinations of taxability, Notices of Proposed Issue
(IRS Form 5701–TEB) or other material notices or determinations with
respect to the tax status of the Certificates of Obligation, or other events
affecting the tax status of the Certificates of Obligation;

6. Tender offers;

7. Defeasances;

8. Rating changes; and

9. Bankruptcy, insolvency, receivership or similar event of an obligated person.

(iii) The City shall notify the MSRB through EMMA, in a timely manner, of any
failure by the City to provide financial information or operating data in accordance with
subsection (b) of this Section by the time required by such subsection. 

(d)  Limitations, Disclaimers, and Amendments.  The City shall be obligated to observe and
perform the covenants specified in this Section for so long as, but only for so long as, the City
remains an "obligated person" with respect to the Certificates of Obligation within the meaning of
the Rule, except that the City in any event will give notice of any deposit made in accordance with
Section 11 of this Ordinance that causes Certificates of Obligation no longer to be outstanding.  

The provisions of this Section are for the sole benefit of the holders and beneficial owners
of the Certificates of Obligation, and nothing in this Section, express or implied, shall give any
benefit or any legal or equitable right, remedy, or claim hereunder to any other person.  The City
undertakes to provide only the financial information, operating data, financial statements, and
notices which it has expressly agreed to provide pursuant to this Section and does not hereby
undertake to provide any other information that may be relevant or material to a complete
presentation of the City's financial results, condition, or prospects or hereby undertake to update any
information provided in accordance with this Section or otherwise, except as expressly provided
herein.  The City does not make any representation or warranty concerning such information or its
usefulness to a decision to invest in or sell Certificates of Obligation at any future date.
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UNDER NO CIRCUMSTANCES SHALL THE COUNTY BE LIABLE TO THE HOLDER
OR BENEFICIAL OWNER OF ANY CERTIFICATE OF OBLIGATION OR ANY OTHER
PERSON, IN CONTRACT OR TORT, FOR DAMAGES RESULTING IN WHOLE OR IN PART
FROM ANY BREACH BY THE COUNTY, WHETHER NEGLIGENT OR WITHOUT FAULT
ON ITS PART, OF ANY COVENANT SPECIFIED IN THIS SECTION, BUT EVERY RIGHT
AND REMEDY OF ANY SUCH PERSON, IN CONTRACT OR TORT, FOR OR ON ACCOUNT
OF ANY SUCH BREACH SHALL BE LIMITED TO AN ACTION FOR MANDAMUS OR
SPECIFIC PERFORMANCE.

No default by the City in observing or performing its obligations under this Section shall
comprise a breach of or default under this Ordinance for purposes of any other provision of this
Ordinance.

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

The provisions of this Section may be amended by the City from time to time to adapt to
changed circumstances that arise from a change in legal requirements, a change in law, or a change
in the identity, nature, status, or type of operations of the City, but only if (1) the provisions of this
Section, as so amended, would have permitted an underwriter to purchase or sell Certificates of
Obligation in the primary offering of the Certificates of Obligation in compliance with the Rule,
taking into account any amendments or interpretations of the Rule since such offering as well as
such changed circumstances and (2) either (a) the holders of a majority in aggregate principal
amount (or any greater amount required by any other provision of this Ordinance that authorizes
such an amendment) of the outstanding Certificates of Obligation consent to such amendment or (b)
a person that is unaffiliated with the City (such as nationally recognized bond counsel) determined
that such amendment will not materially impair the interest of the holders and beneficial owners of
the Certificates of Obligation.  The City may also amend or repeal the provisions of this continuing
disclosure agreement if the SEC amends or repeals the applicable provision of the Rule or a court
of final jurisdiction enters judgment that such provisions of the Rule are invalid, but only if and to
the extent that the provisions of this sentence would not prevent an underwriter from lawfully
purchasing or selling Certificates of Obligation in the primary offering of the Certificates of
Obligation.  If the City so amends the provisions of this Section, it shall include with any amended
financial information or operating data next provided in accordance with paragraph (b) of this
Section an explanation, in narrative form, of the reason for the amendment and of the impact of any
change in the type of financial information or operating data so provided.  

SECTION SIXTEEN.   SALE AND DELIVERY OF THE CERTIFICATES OF
OBLIGATION.  The Certificates of Obligation are hereby sold and shall be delivered to the TEXAS

WATER DEVELOPMENT BOARD in accordance with the rules and regulations of the Texas Water
Development Board for a total purchase price of par and no accrued interest.  In satisfaction of
Section 1201.022(a)(3), Texas Government Code, and upon consultation with the City's Financial
Advisor, the City Council hereby determines that the final terms of the Certificates of Obligation



-31-

as set forth in this Ordinance are in the City's best interests.  The Certificates of Obligation initially
shall be registered in the name of the TEXAS WATER DEVELOPMENT BOARD.

SECTION SEVENTEEN.  APPROVAL OF ESCROW AGREEMENT; DEPOSIT OF
PROCEEDS.  Concurrently with the initial delivery of the Certificates of Obligation, the City shall
deposit [$8,000,000] (less the related origination fee to be retained by the Texas Water Development
Board) of the proceeds of the Certificates of Obligation into an escrow fund established with U.S.
BANK NATIONAL ASSOCIATION (the "Escrow Agent") pursuant to an Escrow Agreement between
the City and the Escrow Agent, in substantially the form attached hereto as Exhibit D.  The Escrow
Agreement, which will govern the periodic disbursement of such proceeds of the Certificates of
Obligation upon approval of the Texas Water Development Board, is hereby approved in
substantially final form, and the Mayor is hereby authorized, for and on behalf of the City, to
approve any changes in the Escrow Agreements from the form attached hereto and to execute the
Escrow Agreement in final form.  All funds on deposit in the escrow fund which are approved by
the Texas Water Development Board to be transferred to the City in order to pay eligible project
costs (instead of the Escrow Agent paying such project costs directly from the escrow funds to the
appropriate vendor or service provider) shall be deposited by the City into the "18-107 Account" of
the Construction Fund, which is hereby authorized to be created.  Funds on deposit in the
Construction Fund (i) may be invested from time to time in the manner provided by Section 9 of this
Ordinance,  and (ii) shall be continuously secured by a valid pledge of direct obligations of the
United States of America or other collateral meeting the requirements of the Public Funds Collateral
Act, Chapter 2257, Texas Government Code, as amended.

In satisfaction of the condition imposed in paragraph 7 of the TWDB Resolution, the City
shall use any proceeds from the Certificates of Obligation that are determined to be remaining
unused funds, which are those funds unspent after the original approved Projects is completed, for
enhancements to the original Projects that are explicitly approved by the Executive Administrator
of the Texas Water Development Board or, if no enhancements are so authorized, the City shall
submit a final accounting and disposition of any unused funds.

Additionally, in satisfaction of the condition imposed in paragraph 8 of the TWDB
Resolution, any proceeds of the Certificates of Obligation remaining on deposit in the escrow fund
and the 18-107 Account of the Construction Fund upon completion of the Projects and completion
of a final accounting, shall be used for any of the following purposes as approved by the City and
the Executive Administrator of the Texas Water Development Board: (i) to redeem, in inverse
annual order, the outstanding Certificates of Obligation owned by the Texas Water Development
Board; (ii)  to deposit into the Interest and Sinking Fund for the payment of interest or principal on
the Certificates of Obligation owned by the Texas Water Development Board; or (iii) deposit into
a reserve fund, if applicable.

SECTION EIGHTEEN.  FINAL ACCOUNTING.  In accordance with 31 TAC
375.91(a)(2)(N) and 31 TAC 375.106, the City shall render a final accounting to the Texas Water
Development Board in reference to the total cost incurred by the City for the Project being financed
by the City with proceeds of the Certificates of Obligation together with a copy of "as built" plans
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of the Project pursuant to 31 TAC 375.104.  If the Project as finally completed is built at a total cost
less than the amount of available funds for building the Project, or if the Executive Administrator
of the Texas Water Development Board disapproves construction of any portion of the Project as
not being in accordance with the plans and specifications, the City agrees to immediately, with filing
of the final accounting, return to the Texas Water Development Board the amount of any such
excess and/or the cost determined by the Executive Administrator of the Texas Water Development
Board relating to the parts of the Project not built in accordance with the plans and specifications,
to the nearest multiple of the authorized denominations for the Certificates of Obligation, upon the
surrender and cancellation of a like amount of such Certificates of Obligation held by the Texas
Water Development Board in inverse order of their stated maturities.  In determining the amount of
available funds for building the Project, the City agrees to account for all amounts deposited to the
credit of the Construction Fund, including all loan funds extended by the Texas Water Development
Board, if any, all other funds available for the Project as described in the project engineer's or fiscal
representative's sufficiency of funds statement, and all interest earned by the City on money in the
Construction Fund.

SECTION NINETEEN.  COMPLIANCE WITH THE RULES AND REGULATIONS
OF, AND WITH SPECIFIC COVENANTS REQUIRED BY, THE TEXAS WATER
DEVELOPMENT BOARD.  

(a) Compliance with Rules and Regulations of the Texas Water Development Board.  As
required by 31 TAC 375.41(b)(2)(E), the City covenants to comply with all applicable federal laws,
rules, and regulations as well as the laws of the State of Texas and the rules and regulations of the
Texas Water Development Board.

(b) Exercise of Remedies.  In satisfaction of the condition imposed in paragraph 9 of the
TWDB Resolution, the TWDB may exercise all remedies available to it in law or equity, and any
provision of the Certificates of Obligation that restricts or limits the TWDB's full exercise of such
remedies shall be of no force and effect. 

(c) Proceeds to Certificates of Obligation to be Held at a Designated State Depository.
In satisfaction of the condition imposed in paragraph 10 of the TWDB Resolution, and
notwithstanding anything to the contrary set forth in this Ordinance including specifically Section
8 hereof, the proceeds of the Certificates of Obligation shall be held at a designated state depository
institution or other properly chartered and authorized institution in accordance with the Public Funds
Investment Act, Government Code, Chapter 2256, and the Public Funds Collateral Act, Government
Code, Chapter 2257.

(d) Prohibition on Use of Proceeds Related to Contaminated Soil; Indemnification.  In
satisfaction of the condition imposed in paragraph 11 of the TWDB Resolution, no proceeds of the
Certificates of Obligation shall be used by the City for the purpose of paying for sampling, testing,
removing or disposing of contaminated soils and/or media at the project site.  To the extent
permitted by law, the City hereby agrees to indemnify, hold harmless and protect the Texas Water
Development Board from any and all claims, causes of action or damages to the person or property
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of third parties arising from the sampling, analysis, transport, storage, treatment and disposition of
any contaminated sewage sludge, contaminated sediments and/or contaminated media that may be
generated by the City, its contractors, consultants, agents, officials and employees as a result of
activities relating to the project.

(e)  No Acquisition of Source Series Bonds.  In satisfaction of the condition imposed in
paragraph 25 of the TWDB Resolution, neither the City nor a related party thereto will acquire any
of the Texas Water Development Board's "Source Series Bonds" in an amount related to the amount
of the Certificates of Obligation to be acquired from the City by the Texas Water Development
Board.

(f)  Outlay Reports.  In satisfaction of the condition imposed in paragraph 26 of the TWDB
Resolution, City shall submit outlay reports with sufficient documentation on costs on a quarterly
or monthly basis in accordance with Texas Water Development Board outlay report guidelines.

(g)  Compliance with Davis-Bacon Act Provisions.  In satisfaction of the condition imposed
in paragraph 27 of the TWDB Resolution, City covenants that all laborers and mechanics employed
by contractors and subcontractors for projects financed with proceeds of the Certificates of
Obligation shall be paid wages at rates not less than those prevailing on projects of a similar
character in the City in accordance with the federal Davis-Bacon Act, and the U.S. Department of
Labor's implementing regulations.  The City and all contractors and sub-contractors employed by
the City shall ensure that all project contracts mandate compliance with Davis-Bacon.  All contracts
and subcontracts for the construction of the project carried out in whole or in part with financial
assistance made available as provided herein shall insert in full in any contract in excess of $2,000
the contracts clauses as provided by the Texas Water Development Board.

(h)  Compliance with Federal Funding Accountability and Transparency Act; DUNS
Number; SAM.  In satisfaction of the condition imposed in paragraph 28 of the TWDB Resolution,
the City shall provide the Texas Water Development Board with all information required to be
reported in accordance with the Federal Funding Accountability and Transparency Act of 2006, Pub.
L. 109-282, as amended by Pub. L. 110-252, and the City shall obtain a Data Universal Numbering
System (DUNS) Number and shall register with System for Award Management (SAM), and
maintain current registration at all times during which the Certificates of Obligation are outstanding.

(i)  Timely Use of Proceeds.  In satisfaction of the condition imposed in paragraph 29 of the
TWDB Resolution, all proceeds of the Certificates of Obligation will be timely and expeditiously
used, as required by 40 CFR § 35.3135(d), and the City will adhere to a project schedule approved
by the Executive Administrator of the Texas Water Development Board which shall not be altered
except for good cause shown and only with the written approval of the Executive Administrator.

(j) Use of Iron and Steel Products.  In satisfaction of the condition imposed in paragraph 30
of the TWDB Resolution, the City will abide by all applicable construction contract requirements
related to the use of iron and steel products produced in the United States, as required by 31 TAC
§375.3, 33 U.S.C. §1388, and related State Revolving Fund Policy Guidelines;
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(k)  Maintenance of Projects Accounts.  In satisfaction of the condition imposed in paragraph
31 of the TWDB Resolution, the City will comply with the requirements set forth in 33 U.S.C. §
1382 et seq. related to maintaining project accounts containing financial assistance for planning,
design, acquisition, or construction, as applicable, in accordance with generally accepted accounting
principles (GAAP).  These standards and principles also apply to the reporting of underlying
infrastructure assets.

(l)  Useful Life Schedule and Average Weighted Maturity Certification.  In satisfaction of the
condition imposed in paragraph 32 of the TWDB Resolution, the City will submit, prior to the
release of funds, a schedule of the useful life of the project components prepared by an engineer as
well as a certification by the City that the average weighted maturity of the obligations purchased
by the TWDB does not exceed 120% of the average estimated useful life of the Projects, as
determined by the schedule.

(m)  Payment of Origination Fee.  In satisfaction of the condition imposed in paragraph 33
of the TWDB Resolution, prior to or concurrent with the closing and delivery of the Certificates of
Obligation, the City covenants and agrees that it will pay an origination fee to the Texas Water
Development Board in the amount of $137,590.00 (which amount is equal to 1.75% of the principal
amount of the Certificates of Obligation calculated pursuant to 31 TAC Chapter 375).

(n)  Records and Accounts; Annual Audit.  The City covenants that (i) as required by 31 TAC
375.91(a)(2)(L), it will keep current, accurate and complete records and accounts in accordance with
generally accepted accounting principles necessary to demonstrate compliance with financial
assistance-related legal and contractual provisions, and (ii) as required by 31 TAC 375.91(a)(2)(M),
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 in accordance with generally accepted
auditing standards, and will furnish a copy thereof, within 180 days of the end of such fiscal year,
to the Texas Water Development Board, Attention: Executive Administrator.

(o) Maintenance of Insurance on the City's Waterworks and Sewer System to Protect
Interests of the TWDB.  The City covenants that, as required by 31 TAC 375.91(a)(2)(J), it will
obtain and maintain insurance coverage on the City's Waterworks and Sewer System in an amount
sufficient to protect the Board's interest in the project being financed with proceeds of the
Certificates of Obligation.

SECTION TWENTY.  AUTHORITY FOR OFFICERS TO EXECUTE DOCUMENTS
AND APPROVE CHANGES.  The Mayor, Mayor Pro-Tem, City Secretary, City Manager and
Director of Finance of the City, and all other officers, employees, and agents of the City, and each
of them, shall be and they are hereby expressly authorized, empowered, and directed from time to
time and at any time to do and perform all such acts and things and to execute, acknowledge, and
deliver in the name and under the corporate seal and on behalf of the City all such instruments,
whether or not herein mentioned, as may be necessary or desirable in order to carry out the terms
and provisions of this Ordinance, the Certificates of Obligation, the sale of the Certificates of
Obligation, the Official Statement, the Purchase Contract, and the Paying Agent/Registrar
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Agreement.  In addition, prior to the initial delivery of the Certificates of Obligation, the Mayor,
Mayor Pro-Tem, City Secretary, City Manager, Director of Finance, the City Attorney and Bond
Counsel are hereby authorized and directed to approve any technical changes or correction to this
Ordinance or to any of the instruments authorized and approved by this Ordinance necessary in order
to (i) correct any ambiguity or mistake or properly or more completely document the transactions
contemplated and approved by this Ordinance and as described in the Official Statement, (ii) obtain
a rating from any of the national bond rating agencies or satisfy any requirements of the provider
of a municipal bond insurance policy, if any, (iii) satisfy requirements of the Texas Water
Development Board, or (iv) obtain the approval of the Certificates of Obligation by the Attorney
General's office.  In case any officer whose signature shall appear on any Certificate of Obligation
shall cease to be such officer before the delivery of such Certificate of Obligation, such signature
shall nevertheless be valid and sufficient for all purposes the same as if such officer had remained
in office until such delivery.  The Director of Finance of the City is further authorized to pay to the
Attorney General of Texas prior to the delivery of the Certificates of Obligation, for the Attorney
General's review of the transcript of proceedings related to the Certificates of Obligation, the amount
required pursuant to Section 1202.004, Texas Government Code, as amended.

SECTION TWENTY-ONE.  ORDINANCE A CONTRACT; AMENDMENTS.  This
Ordinance shall constitute a contract with the Registered Owners of the Certificates of Obligation,
binding on  the City and its successors and assigns, and shall not be amended or repealed by the City
as long as any Certificate of Obligation remains outstanding except as permitted in this Section.  The
City may, without the consent of or notice to any Registered Owners, amend, change, or modify this
Ordinance as may be required (i) by the provisions hereof, (ii) for the purpose of curing any
ambiguity, inconsistency, or formal defect or omission herein, or (iii) in connection with any other
change which is not to the prejudice of the Registered Owners.  The City may, with the written
consent of the Registered Owners of a majority in aggregate principal amount of the Certificates of
Obligation then outstanding affected thereby, amend, change, modify, or rescind any provisions of
this Ordinance; provided that without the consent of all of the Registered Owners affected, no such
amendment, change, modification, or rescission shall (i) extend the time or times of payment of the
principal of and interest on the Certificates of Obligation, reduce the principal amount thereof or the
rate of interest thereon, (ii) give any preference to any Certificate of Obligation over any other
Certificate of Obligation, (iii) extend any waiver of default to subsequent defaults, or (iv) reduce the
aggregate principal amount of Certificates of Obligation required for consent to any such
amendment, change, modification, or rescission.  Whenever the City shall desire to make any
amendment or addition to or rescission of this Ordinance requiring consent of the Registered
Owners, the City shall cause notice of the amendment, addition, or rescission to be sent by first class
mail, postage prepaid, to the Registered Owners at the respective addresses shown on the
Registration Books.  Whenever at any time within one year after the date of the giving of such
notice, the City shall receive an instrument or instruments in writing executed by the Registered
Owners of a majority in aggregate principal amount of the Certificates of Obligation then
outstanding affected by any such amendment, addition, or rescission requiring the consent of the
Registered Owners, which instrument or instruments shall refer to the proposed amendment,
addition, or rescission described in such notice and shall specifically consent to and approve the
adoption thereof in substantially the form of the copy thereof referred to in such notice, thereupon,
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but not otherwise, the City may adopt such amendment, addition, or rescission in substantially such
form, except as herein provided.  No Registered Owner may thereafter object to the adoption of such
amendment, addition, or rescission, or to any of the provisions thereof, and such amendment,
addition, or rescission shall be fully effective for all purposes.

SECTION TWENTY-TWO.  REMEDIES IN EVENT OF DEFAULT.  In addition to all
the rights and remedies provided by the laws of the State of Texas, it is specifically covenanted and
agreed particularly that in the event the City (i) defaults in the payment of the principal, premium,
if any, or interest on the Certificates of Obligation, (ii) defaults in the deposits and credits required
to be made to the Interest and Sinking Fund, or (iii) defaults in the observance or performance of
any other of the covenants, conditions or obligations set forth in this Ordinance and the continuation
thereof for 30 days after the City has received written notice of such defaults, the Holders of any of
the Certificates of Obligation shall be entitled to seek a writ of mandamus issued by a court of
proper jurisdiction compelling and requiring the governing body of the City and other officers of
the City to observe and perform any covenant, condition or obligation prescribed in this 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 herein provided shall be cumulative of all other existing
remedies, and the specification of such remedy shall not be deemed to be exclusive.

SECTION TWENTY-THREE. INTERESTED PARTIES.  Nothing in this Ordinance
expressed or implied is intended or shall be construed to confer upon, or to give to, any person or
entity, other than the City, the Underwriters and the registered owners of the Certificates of
Obligation, any right, remedy or claim under or by reason of this Ordinance or any covenant,
condition or stipulation hereof, and all covenants, stipulations, promises and agreements in this
Ordinance contained by and on behalf of the City shall be for the sole and exclusive benefit of the
City, the Underwriters and the registered owners of the Certificates of Obligation.

SECTION TWENTY-FOUR. APPROPRIATION TO PAY PRINCIPAL AND
INTEREST.  The City Council hereby finds that there are sufficient funds available to pay the
principal and interest on the Certificates of Obligation coming due on [August] 15, 2019, and hereby
directs the Director of Finance to transfer on or before such date available funds to the Interest and
Sinking Fund in an amount sufficient to pay such principal and interest coming due on such dates.

SECTION TWENTY-FIVE.  INCORPORATION OF RECITALS.  The City hereby
finds that the statements set forth in the recitals of this Ordinance are true and correct, and the City
hereby incorporates such recitals as a part of this Ordinance.

SECTION TWENTY-SIX.  SEVERABILITY.  If any provision of this Ordinance or the
application thereof to any circumstance shall be held to be invalid, the remainder of this Ordinance
and the application thereof to other circumstances shall nevertheless be valid, and this governing
body hereby declares that this Ordinance would have been enacted without such invalid provision.
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SECTION TWENTY-SEVEN.  EFFECTIVE DATE.  Pursuant to the provisions of
Section 1201.028, Texas Government Code, this Ordinance shall become effective immediately after
its adoption by the City Council.

[The remainder of this page left blank intentionally.]
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2018, AT WHICH MEETING A QUORUM WAS PRESENT.

__________________________________
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____________________________________
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EXHIBIT A

FORM OF PAYING AGENT/REGISTRAR AGREEMENT

THE PAYING AGENT/REGISTRAR AGREEMENT IS OMITTED AT THIS POINT 

AS IT APPEARS IN EXECUTED FORM ELSEWHERE IN THIS TRANSCRIPT.



B-1

EXHIBIT B

WRITTEN PROCEDURES RELATING TO 
CONTINUING COMPLIANCE WITH FEDERAL TAX COVENANTS

A. Arbitrage.   With respect to the investment and expenditure of the proceeds of the
Certificates, the City's chief financial officer (the "Responsible Person"), which currently is the
City's Director of Finance, will:

(i) instruct the appropriate person or persons that the construction, renovation or
acquisition of the facilities must proceed with due diligence and that binding
contracts for the expenditure of at least 5%of the proceeds of the Certificates will be
entered into within six (6) months of the date of delivery of the Certificates (the
"Issue Date");

(ii) monitor that at least 85% of the proceeds of the Certificates to be used for the
construction, renovation or acquisition of any facilities are expended within three (3)
years of the Issue Date;

(iii) restrict the yield of the investments to the yield on the Certificates after three (3)
years of the Issue Date;

(iv) monitor all amounts deposited into a sinking fund or funds (e.g., the Interest and
Sinking Fund), to assure that the maximum amount invested at a yield higher than
the yield on the Certificates does not exceed an amount equal to the debt service on
the Certificates in the succeeding 12 month period plus a carryover amount equal to
one-twelfth of the principal and interest payable on the Certificates for the
immediately preceding 12-month period;

(v) ensure that no more than 50% of the proceeds of the Certificates are invested in an
investment with a guaranteed yield for 4 years or more;

(vi) maintain any official action of the City (such as a reimbursement resolution) stating
its intent to reimburse with the proceeds of the Certificates any amount expended
prior to the Issue Date for the acquisition, renovation or construction of the facilities;

(vii) ensure that the applicable information return (e.g., IRS Form 8038-G, 8038-GC, or
any successor forms) is timely filed with the IRS; and

  
(viii) assure that, unless excepted from rebate and yield restriction under section 148(f) of

the Code, excess investment earnings are computed and paid to the U.S. government
at such time and in such manner as directed by the IRS (A) at least every 5 years
after the Issue Date and (B) within 30 days after the date the Certificates are retired.
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B. Private Business Use.  With respect to the use of the facilities financed or refinanced
with the proceeds of the Certificates the Responsible Person will:

(i) monitor the date on which the facilities are substantially complete and available to
be used for the purpose intended;

 
(ii) monitor whether, at any time the Certificates are outstanding, any person, other than

the City, the employees of the City, the agents of the City or members of the general
public has any contractual right (such as a lease, purchase, management or other
service agreement) with respect to any portion of the facilities;

(iii) monitor whether, at any time the Certificates are outstanding, any person, other than
the City, the employees of the City, the agents of the City or members of the general
public has a right to use the output of the facilities (e.g., water, gas, electricity);

(iv) monitor whether, at any time the Certificates are outstanding, any person, other than
the City, the employees of the City, the agents of the City or members of the general
public has a right to use the facilities to conduct or to direct the conduct of research;

(v) determine whether, at any time the Certificates are outstanding, any person, other
than the City, has a naming right for the facilities or any other contractual right
granting an intangible benefit;

(vi) determine whether, at any time the Certificates are outstanding, the facilities are sold
or otherwise disposed of;  and

(vii) take such action as is necessary to remediate any failure to maintain compliance with
the covenants contained in the Ordinance related to the public use of the facilities.

  
C. Record Retention.  The Responsible Person will maintain or cause to be maintained

all records relating to the investment and expenditure of the proceeds of the Certificates and the use
of the facilities financed or refinanced thereby for a period ending three (3) years after the complete
extinguishment of the Certificates.  If any portion of the Certificates is refunded with the proceeds
of another series of tax-exempt obligations, such records shall be maintained until the three (3) years
after the refunding obligations are completely extinguished.  Such records can be maintained in
paper or electronic format.
 

D. Responsible Person.  The Responsible Person shall receive appropriate training
regarding the City's accounting system, contract intake system, facilities management and other
systems necessary to track the investment and expenditure of the proceeds and the use of the
facilities financed or refinanced with the proceeds of the Certificates.  The foregoing
notwithstanding, the Responsible Person is authorized and instructed to retain such experienced
advisors and agents as may be necessary to carry out the purposes of these instructions.



EXHIBIT C

DESCRIPTION OF ANNUAL FINANCIAL INFORMATION

The following information is referred to in Section 15 of this Ordinance.

Annual Financial Statements and Operating Data

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

1. The annual audited financial statements of the City or the unaudited financial
statements of the City in the event audited financial statements are not completed within six months
after the end of any fiscal year.

2. All quantitative financial information and operating data with respect to the City of
the general type included in Appendix A of the Official Statement related to the City's Combination
Tax and Revenue Certificates of Obligation, Series 2016 under Tables 1 through 6 and 8 through
15 (referred to in Section 15 of this Ordinance as the "Annual Operating Report") within six months
after the end of any fiscal year.

Accounting Principles

The accounting principles referred to in such Section are the accounting principles described
in the notes to the financial statements referred to in paragraph 1 above.



EXHIBIT D

FORM OF ESCROW AGREEMENT

THE ESCROW AGREEMENT IS OMITTED AT THIS POINT 

AS IT APPEARS IN EXECUTED FORM ELSEWHERE IN THIS TRANSCRIPT.



Project & Funding Calendar
Date Activity
03/27/18 Council approves resolution authorizing TWDB funding application (Legion Lift)
04/20/18 Legion Lift funding application submitted to TWDB
04/24/18 Council approves resolution authorizing TWDB funding application (TTHM)
06/12/18 Council approves $2M EIC funding agreement for Legion Lift
06/22/18 TTHM funding application submitted to TWDB
09/12/18 TWDB notified City that both applications have been approved
09/25/18 Resolution authorizing publication
10/03/18 First publication of notice of intention to issue debt
10/10/18 Second publication of notice of intention to issue debt
11/06/18 TWDB sets interest rates
11/13/18 Ordinances authorizing issuance of debt

12/06/18 Debt closing
Dec 2018 Award bids - both projects
Jan 2019 Construction begins on both projects. Completion expected by early 2020.



11/9/2018 10:52 AM

Legion Lift TTHM CIP CIP
2018 2019 2023 2027 Total Total W&S 35% of 

$8.0/2.29%  
30 yr TWDB

$5.0/2.25%  
30 yr TWDB

$10.0/3.0% $4.0/4.0%
New Debt 

Service
Annual Debt 

Service
Revenue 
Forecast

Revenue Limit

2019 112,563          66,969            179,532          3,745,583      3,925,115      12,528,732      4,385,056        459,941        
2020 162,742          101,823          264,565          3,965,203      4,229,768      13,085,217      4,579,826        350,058        
2021 167,742          231,784          399,526          3,697,477      4,097,003      13,373,601      4,680,760        583,758        
2022 377,696          230,596          608,292          3,709,834      4,318,126      13,582,149      4,753,752        435,627        
2023 375,503          234,286          333,333          943,122          3,720,483      4,663,605      13,795,827      4,828,539        164,934        
2024 378,116          232,802          481,400          1,092,318      3,810,426      4,902,744      14,217,269      4,976,044        73,300           
2025 375,454          231,178          672,350          1,278,982      3,793,786      5,072,768      14,553,961      5,093,886        21,118           
2026 377,572          234,414          692,706          1,304,692      3,758,122      5,062,814      14,900,664      5,215,232        152,418        
2027 374,377          232,428          695,556          214,111          1,516,472      3,730,533      5,247,005      15,257,710      5,340,198        93,194           
2028 375,912          235,267          670,750          294,000          1,575,929      3,715,694      5,291,623      15,625,443      5,468,905        177,283        

Assumptions:
1.  Water rate increases:
   FY2019 - 4%
   FY2020 - 6%
2.  Sewer rate increases:
   FY2019 - 2%
   FY2020 - 2%
   FY2021 - 2%
3.  Assumes $2M cash funding of Legion Lift Station project from EIC

Debt Service Model - Water and Sewer Fund 
Debt Capacity Analysis 

Year

REVENUE
Existing 

Annual Debt 
Service

Remaining 
Capacity

























TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: Ordinance 2018-35 authorizing the issuance, sale and delivery of 
$5,000,000 in aggregate principal amount of City of Kerrville, Texas 
Combination Tax and Surplus Revenue Certificates of Obligation, Series 
2018A, to be purchased by the Texas Water Development Board; securing 
the payment thereof by authorizing the levy of an annual ad valorem tax 
and a pledge of certain surplus revenues of the City’s waterworks and 
sewer system; and approving and authorizing the execution of a paying 
agent/registrar agreement, an escrow agreement, and all other instruments 
and procedures related thereto.

AGENDA DATE OF: 11/13/2018 DATE SUBMITTED: 11/2/2018

SUBMITTED BY: Amy Dozier, CFO

EXHIBITS: Ordinance 2018-35
Project and Funding Calendar
Debt Capacity Analysis

Expenditure 
Required:

Current Balance in 
Account:

Amount Budgeted:
Account Number:

N/A N/A N/A N/A

PAYMENT TO BE MADE TO: n/a

Kerrville 2050 Item? Yes:⊠ No: ☐
Key Priority Area W - Water/Waste-Water/Drainage
Guiding Principle W3 - Address water quality challenges with proven solutions

Action Item W3.5 – Improve water quality by addressing Trihalomethane 
(TTHM) contaminants.

SUMMARY STATEMENT:
In certain places, the City’s water supply contains disinfection byproducts called total 
trihalomethanes (TTHM) that are in excess of TCEQ standards.  The City is required by 
TCEQ to reduce TTHM levels.  We have worked with Freese and Nichols to design a 
filtration treatment strategy to mitigate TTHMs.  Design, testing and construction of the 
system is expected to cost up to $5.0 million.

After exploring funding options with our bond advisor and bond counsel, Council 
approved moving forward with a $5.0 million funding application to the Texas Water 
Development Board (TWDB).  

The TWDB offers subsidized loans for drinking water infrastructure projects.  The loan is 
in the form of a 30-year certificate of obligation that is purchased by direct placement by 
the TWDB at a rate that is 135 basis points below market rate.  As previously presented, 
we estimate that using TWDB funding will save the City approximately $800,000 over the 
life of the loan.



Please note that the authorization is for the full $5.0 million application amount.  Due to 
rising labor costs, we may need the entire amount instead of the $4.1 million that has also 
been discussed.  In addition, if for any reason we fail to use the entire amount on the 
TTHM project, the excess funds can be used for other drinking water related projects.  
Given the favorable interest rates, the prospect of a continued rising rate environment, 
and the ability to move this funding to other projects, staff recommends issuing the 
certificates of obligation for the entire application amount.

The following calendar outlines the funding process through TWDB:

1. 4/24/18 – Resolution authorizing TWDB loan application
2. 6/22/18 – Completed application submitted to TWDB
3. 9/12/18 – Application approved by TWDB
4. 9/25/18 - Resolution authorizing publication of a notice of intention to issue 

certificates of obligation
5. 10/3/18 – First publication of Notice of Intent to Issue Certificates of Obligation
6. 10/10/18 – Second publication of Notice of Intent to Issue Certificates of Obligation
7. 11/6/18 – Interest rates set by TWDB
8. 11/13/18 – Ordinances authorizing the order of bonds purchased by direct 

placement by TWDB.  Per state law (Section 1201.028, Texas Government Code), 
the ordinance requires one reading only.

9. 12/6/18 – Debt closing
10.December 2018 – Award bids
11.January 2019 – Construction begins.  Completion expected by early 2020

Please see the financial presentation prepared by Hilltop Securities for both debt 
issuances attached to agenda item for the Legion Lift Station Certificates of Obligation.

RECOMMENDED ACTION:
Approve Ordinance 2018-35.
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ORDINANCE NO. 2018-___

ORDINANCE AUTHORIZING THE ISSUANCE, SALE AND DELIVERY OF
$5,000,000 IN AGGREGATE PRINCIPAL AMOUNT OF CITY OF
KERRVILLE, TEXAS COMBINATION TAX AND SURPLUS REVENUE
CERTIFICATES OF OBLIGATION, SERIES 2018B, TO BE PURCHASED BY
THE TEXAS WATER DEVELOPMENT BOARD; SECURING THE
PAYMENT THEREOF BY AUTHORIZING THE LEVY OF AN ANNUAL
AD VALOREM TAX AND A PLEDGE OF CERTAIN SURPLUS REVENUES
OF THE CITY'S WATERWORKS AND SEWER SYSTEM; AND
APPROVING AND AUTHORIZING THE EXECUTION OF A PAYING
AGENT/REGISTRAR AGREEMENT, AN ESCROW AGREEMENT, AND
ALL OTHER INSTRUMENTS AND PROCEDURES RELATED THERETO

THE STATE OF TEXAS §
COUNTY OF KERR §
CITY OF KERRVILLE §

WHEREAS, the CITY OF KERRVILLE, TEXAS (the "City") in Kerr County, Texas, is a
political subdivision of the State of Texas operating as a home-rule city pursuant to the Texas Local
Government Code and its City Charter which was initially approved by the qualified voters of the
City on February 24, 1942, and which has been amended from time to time, with the most recent
amendments being approved by the qualified voters of the City on May 4, 1999; and

WHEREAS, the City Council of the City hereby determines that it is necessary and
desirable to plan, acquire, construct, and equip extensions and improvements to the City's
waterworks system, including improvements to address standards related to total trihalomethanes
(TTHM) within the waterworks system and are referred to herein as the (the "Projects"), which will
be funded through the Drinking Water State Revolving Fund managed by the Texas Water
Development Board; and

WHEREAS, the City Council of the City intends to finance the Projects from proceeds
derived from the sale of Certificates of Obligation issued by the City pursuant to Sections 271.041 -
271.064, Texas Local Government Code, as amended; and

WHEREAS, the City filed an application with the TWDB requesting financial assistance
to finance up to $5,000,000 of the costs to plan, acquire, design and construct the Projects; and

WHEREAS, the Texas Water Development Board reviewed such application and approved
a commitment to provide financial assistance to the City through the TWDB's Drinking Water State
Revolving Fund of up to $5,000,000 in accordance with Resolution No. 18-106 approved on
September 6, 2018 (the "TWDB Resolution") for the purpose of funding a portion of the costs to
plan, acquire, design and construct the Projects, which have been identified by the TWDB as Project
No. 62804; and
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WHEREAS, the City Council of the City intends to finance all or a portion of the Projects
from proceeds derived from the sale of a series of certificates of obligation (defined below as the
"Certificates of Obligation") issued by the City pursuant to Sections 271.041 - 271.064, Texas Local
Government Code, as amended; and

WHEREAS, the City Council hereby finds that the proceeds of the Certificates of
Obligation will not be used for a purpose previously rejected by the voters of the City in a bond
election held during the preceding three years; and

WHEREAS, on September 25, 2018, the City Council adopted a resolution authorizing and
directing the City Secretary to give notice of intention to issue the Certificates of Obligation; and

WHEREAS, said notice has been duly published in the Kerrville Daily Times, which is a
newspaper of general circulation in the City in its issues of October 3, 2018, and October 13, 2018;
and

WHEREAS, the City received no petition signed by at least five percent of the qualified
electors of the City protesting the issuance of such Certificates of Obligation; and

WHEREAS, the Certificates of Obligation authorized by this Ordinance will be sold to and
purchased by the Texas Water Development Board, as further provided in Section Sixteen hereof;
and

WHEREAS, it is considered to be in the best interest of the City that said interest bearing
Certificates of Obligation be issued; and

WHEREAS, it is hereby officially found and determined that the meeting at which this
Ordinance was passed was open to the public, and public notice of the time, place and purpose of
said meeting was given, all as required by Chapter 551, Texas Government Code;  

NOW THEREFORE, BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF
KERRVILLE, KERR COUNTY, TEXAS, THAT:

SECTION ONE.  AMOUNT AND PURPOSE OF THE CERTIFICATES OF
OBLIGATION.  The certificate of obligation or certificates of obligation of the City further
described in Section 2 of this Ordinance and referred to herein as the "Certificates of Obligation"
are hereby authorized to be issued and delivered in the aggregate principal amount of $5,000,000
FOR THE PURPOSE OF PAYING, IN WHOLE OR IN PART, CONTRACTUAL
OBLIGATIONS TO BE INCURRED TO PLAN, ACQUIRE, DESIGN AND CONSTRUCT
EXTENSIONS AND IMPROVEMENTS TO THE CITY'S WATERWORKS SYSTEM,
INCLUDING IMPROVEMENTS TO ADDRESS STANDARDS RELATED TO TOTAL
TRIHALOMETHANES (TTHM) WITHIN THE WATERWORKS SYSTEM, PAYING ALL OR
A PORTION OF THE LEGAL, FISCAL AND ENGINEERING FEES IN CONNECTION
THEREWITH, AND PAYING COSTS OF ISSUANCE.
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SECTION TWO.  DESIGNATION, DATE, DENOMINATIONS, NUMBERS AND
MATURITIES OF THE CERTIFICATES OF OBLIGATION.  Each certificate of obligation
issued pursuant to and for the purpose described in Section 1 of this Ordinance shall be designated:
CITY OF KERRVILLE, TEXAS COMBINATION TAX AND REVENUE CERTIFICATES OF OBLIGATION,
SERIES 2018B , and initially there shall be issued, sold and delivered hereunder one fully registered
certificate of obligation, without interest coupons, dated November 1, 2018, in the aggregate
principal amount of $5,000,000, numbered T-1 (the "Initial Certificate of Obligation"), with
certificates of obligation issued in replacement thereof being in the denomination of $5,000 or any
integral multiple thereof and numbered consecutively from R-1 upward, all payable to the initial
registered owner thereof (with the Initial Certificate of Obligation being payable to the initial
purchaser designated in Section 16 hereof), or to the registered assignee or assignees of said
certificates of obligation or any portion or portions thereof (in each case, the "Registered Owner"),
and the certificates of obligation shall mature and be payable serially on August 15 in each of the
years and in the principal amounts, respectively, as set forth in the following schedule:

YEAR OF

MATURITY

PRINCIPAL

AMOUNT ($)
YEAR OF

MATURITY

PRINCIPAL

AMOUNT ($)
YEAR OF

MATURITY

PRINCIPAL

AMOUNT ($)

2020    5,000 2030 150,000 2040 185,000

2021 135,000 2031 155,000 2041 190,000

2022 135,000 2032 160,000 2042 195,000

2023 140,000 2033 160,000 2043 200,000

2024 140,000 2034 165,000 2044 205,000

2025 140,000 2035 165,000 2045 210,000

2026 145,000 2036 170,000 2046 210,000

2027 145,000 2037 175,000 2047 215,000

2028 150,000 2038 180,000 2048 220,000

2029 150,000 2039 180,000 2049 225,000

The term "Certificates of Obligation" as used in this Ordinance shall mean and include the
Certificates of Obligation initially issued and delivered pursuant to this Ordinance and all substitute
certificates of obligation exchanged therefor, as well as all other substitute certificates of obligation
and replacement certificates of obligation issued pursuant hereto, and the term "Certificate of
Obligation" shall mean any of the Certificates of Obligation.
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SECTION THREE.  INTEREST.  The Certificates of Obligation shall bear interest
calculated on the basis of a 360-day year composed of twelve 30-day months from the dates
specified in the FORM CERTIFICATE OF OBLIGATION set forth in this Ordinance to their
respective dates of maturity or prior redemption at the following rates per annum:

YEAR OF

MATURITY

INTEREST

RATE (%)
YEAR OF

MATURITY

INTEREST

RATE (%)
YEAR OF

MATURITY

INTEREST

RATE (%)

2020 0.79 2030 1.78 2040 2.23

2021 0.88 2031 1.83 2041 2.25

2022 0.97 2032 1.87 2042 2.27

2023 1.06 2033 1.92 2043 2.28

2024 1.16 2034 1.97 2044 2.29

2025 1.26 2035 2.02 2045 2.30

2026 1.37 2036 2.07 2046 2.31

2027 1.49 2037 2.12 2047 2.32

2028 1.59 2038 2.16 2048 2.33

2029 1.70 2039 2.19 2049 2.33

Said interest shall be payable in the manner provided and on the dates stated in the FORM OF
CERTIFICATE OF OBLIGATION set forth in this Ordinance.

SECTION FOUR.  CHARACTERISTICS OF THE CERTIFICATES OF
OBLIGATION; APPROVAL OF PAYING AGENT/REGISTRAR AGREEMENT.

(a) Registration, Transfer, and Exchange; Authentication.  The City shall keep or cause to
be kept at the designated corporate trust or commercial banking office (currently located in Houston,
Texas) of U.S. BANK NATIONAL ASSOCIATION (the "Paying Agent/Registrar") books or records
for the registration of the transfer and exchange of the Certificates of Obligation (the "Registration
Books"), and the City hereby appoints the Paying Agent/Registrar as its registrar and transfer agent
to keep such books or records and make such registrations of transfers and exchanges under such
reasonable regulations as the City and Paying Agent/Registrar may prescribe; and the Paying
Agent/Registrar shall make such registrations, transfers and exchanges as herein provided. Attached
hereto as Exhibit A is a copy of the Paying Agent/Registrar Agreement between the City and the
Paying Agent/Registrar which is hereby approved in substantially final form, and the Mayor, Mayor
Pro-Tem and City Secretary of the City are hereby authorized to execute the Paying Agent/Registrar
Agreement and approve any changes in the final form thereof.
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The Paying Agent/Registrar shall obtain and record in the Registration Books the address
of the registered owner of each Certificate of Obligation to which payments with respect to the
Certificates of Obligation shall be mailed, as herein provided; but it shall be the duty of each
registered owner to notify the Paying Agent/Registrar in writing of the address to which payments
shall be mailed, and such interest payments shall not be mailed unless such notice has been given.
To the extent possible and under reasonable circumstances, all transfers of Certificates of Obligation
shall be made within three business days after request and presentation thereof.  The City shall have
the right to inspect the Registration Books during regular business hours of the Paying Agent/Regis-
trar, but otherwise the Paying Agent/Registrar shall keep the Registration Books confidential and,
unless otherwise required by law, shall not permit their inspection by any other entity.  The Paying
Agent/Registrar's standard or customary fees and charges for making such registration, transfer,
exchange and delivery of a substitute Certificate of Obligation or Certificates of Obligation shall be
paid as provided in the FORM CERTIFICATE OF OBLIGATION set forth in this Ordinance.
Registration of assignments, transfers  and exchanges of Certificates of Obligation shall be made in
the manner provided and with the effect stated in the FORM OF CERTIFICATE OF OBLIGATION
set forth in this Ordinance.  Each substitute Certificate of Obligation shall bear a letter and/or
number to distinguish it from each other Certificate of Obligation.

Except as provided in (c) below, an authorized representative of the Paying Agent/Registrar
shall, before the delivery of any such Certificate of Obligation, date and manually sign the Paying
Agent/Registrar's Authentication Certificate, and no such Certificate of Obligation shall be deemed
to be issued or outstanding unless such Certificate is so executed.  The Paying Agent/Registrar
promptly shall cancel all paid Certificates of Obligation and Certificates of Obligation surrendered
for transfer and exchange.  No additional ordinances, orders, or resolutions need be passed or
adopted by the governing body of the City or any other body or person so as to accomplish the
foregoing transfer and exchange of any Certificate of Obligation or portion thereof, and the Paying
Agent/Registrar shall provide for the printing, execution, and delivery of the substitute Certificates
of Obligation in the manner prescribed herein, and said Certificates of Obligation shall be of type
composition printed on paper with lithographed or steel engraved borders of customary weight and
strength.  Pursuant to Chapter 1201, Texas Government Code, and particularly Subchapter D and
Section 1201.067 thereof, the duty of transfer and exchange of Certificates of Obligation as
aforesaid is hereby imposed upon the Paying Agent/Registrar, and, upon the execution of said Cer-
tificate, the transferred and exchanged Certificate of Obligation shall be valid, incontestable, and
enforceable in the same manner and with the same effect as the Certificates of Obligation which
initially were issued and delivered pursuant to this Ordinance, approved by the Attorney General,
and registered by the Comptroller of Public Accounts.

(b)  Payment of Certificates of Obligation and Interest.  The City hereby further appoints the
Paying Agent/Registrar to act as the paying agent for paying the principal of and interest on the
Certificates of Obligation, all as provided in this Ordinance.  The Paying Agent/ Registrar shall keep
proper records of all payments made by the City and the Paying Agent/Registrar with respect to the
Certificates of Obligation.
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(c)  In General.  The Certificates of Obligation (i) shall be issued in fully registered form,
without interest coupons, with the principal of and interest on such Certificates of Obligation to be
payable only to the registered owners thereof, (ii) may be redeemed prior to their scheduled
maturities (notice of which shall be given to the Paying Agent/Registrar by the City at least 50 days
prior to any such redemption date), (iii) may be transferred and assigned, (iv) may be exchanged for
other Certificates of Obligation, (v) shall have the characteristics, (vi) shall be signed, sealed,
executed and authenticated, (vii) shall be payable as to principal and interest, and (viii) shall be
administered and the Paying Agent/Registrar and the City shall have certain duties and responsibili-
ties with respect to the Certificates of Obligation, all as provided, and in the manner and to the effect
as required or indicated, in the FORM OF CERTIFICATE OF OBLIGATION set forth in this
Ordinance.  The Initial Certificate of Obligation is not required to be, and shall not be, authenticated
by the Paying Agent/Registrar, but on each substitute Certificate of Obligation issued in exchange
for the Initial Certificate of Obligation issued under this Ordinance the Paying Agent/Registrar shall
execute the PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE, in the form
set forth in the FORM OF CERTIFICATE OF OBLIGATION.  In lieu of the executed Paying
Agent/Registrar's Authentication Certificate described above, the Initial Certificate of Obligation
delivered on the closing date (as further described in subparagraph (i) below) shall have attached
thereto the Comptroller's Registration Certificate substantially in the form set forth in the FORM OF
CERTIFICATE OF OBLIGATION below, manually executed by the Comptroller of Public
Accounts of the State of Texas or by her duly authorized agent, which certificate shall be evidence
that the Initial Certificate of Obligation has been duly approved by the Attorney General of the State
of Texas and that it is a valid and binding obligation of the City, and has been registered by the
Comptroller. 

(d)  Substitute Paying Agent/Registrar.  The City covenants with the registered owners of
the Certificates of Obligation that at all times while the Certificates of Obligation are outstanding
the City will provide a competent and legally qualified bank, trust company, financial institution,
or other entity to act as and perform the services of Paying Agent/Registrar for the Certificates of
Obligation under this Ordinance, and that the Paying Agent/Registrar will be one entity and shall
be an entity registered with the Securities and Exchange Commission.  The City 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
or 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 City 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 Certificates of Obligation, to the new
Paying Agent/Registrar designated and appointed by the City.  Upon any change in the Paying
Agent/Registrar, the City promptly will cause a written notice thereof to be sent by the new Paying
Agent/Registrar to each registered owner of the Certificates of Obligation, 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
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shall be deemed to have agreed to the provisions of this Ordinance, and a certified copy of this
Ordinance shall be delivered to each Paying Agent/Registrar.

(e)  Book-Entry Only System for Certificates of Obligation.  The Certificates of Obligation
issued in exchange for the Certificates of Obligation initially issued to the purchaser specified in
Section 16 herein shall be initially issued in the form of a separate single fully registered Certificate
of Obligation for each of the maturities thereof.  Upon initial issuance, the ownership of each such
Certificate of Obligation shall be registered in the name of Cede & Co., as nominee of The
Depository Trust Company of New York ("DTC"), and except as provided in subsection (i) hereof,
all of the outstanding Certificates of Obligation shall be registered in the name of Cede & Co., as
nominee of DTC.

With respect to Certificates of Obligation registered in the name of Cede & Co., as nominee
of DTC, the City and the Paying Agent/Registrar shall have no responsibility or obligation to any
securities brokers and dealers, banks, trust companies, clearing corporations and certain other
organizations on whose behalf DTC was created ("DTC Participant") to hold securities to facilitate
the clearance and settlement of securities transaction among DTC Participants or to any person on
behalf of whom such a DTC Participant holds an interest in the Certificates of Obligation.  Without
limiting the immediately preceding sentence, the City and the Paying Agent/Registrar shall have no
responsibility or obligation with respect to (i) the accuracy of the records of DTC, Cede & Co. or
any DTC Participant with respect to any ownership interest in the Certificates of Obligation, (ii) the
delivery to any DTC Participant or any other person, other than a registered owner of the Certificates
of Obligation, as shown on the Registration Books, of any notice with respect to the Certificates of
Obligation, or (iii) the payment to any DTC Participant or any other person, other than a registered
owner of Certificates of Obligation, as shown in the Registration Books of any amount with respect
to principal of or interest on the Certificates of Obligation.  Notwithstanding any other provision of
this Ordinance to the contrary, the City and the Paying Agent/Registrar shall be entitled to treat and
consider the person in whose name each Certificate of Obligation is registered in the Registration
Books as the absolute owner of such Certificate of Obligation for the purpose of payment of
principal and interest with respect to such Certificate of Obligation, for the purpose of registering
transfers with respect to such Certificate of Obligation, and for all other purposes whatsoever.  The
Paying Agent/Registrar shall pay all principal of and interest on the Certificates of Obligation only
to or upon the order of the registered 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 City's obligations with respect to payment of
principal of and interest on the Certificates of Obligation to the extent of the sum or sums so paid.
No person other than a registered owner, as shown in the Registration Books, shall receive a
Certificate of Obligation certificate evidencing the obligation of the City to make payments of
principal and interest pursuant to 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 words
"Cede & Co." in this Ordinance shall refer to such new nominee of DTC.
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(f)  Successor Securities Depository; Transfers Outside Book-Entry Only Systems.  In the
event that the City determines that DTC is incapable of discharging its responsibilities described
herein and in the representation letter of the City to DTC or that it is in the best interest of the
beneficial owners of the Certificates of Obligation that they be able to obtain certificated Certificates
of Obligation, the City shall (i) appoint a successor securities depository, 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 Certificates of Obligation to such successor securities depository or (ii) notify DTC and
DTC Participants of the availability through DTC of Certificates of Obligation and transfer one or
more separate Certificates of Obligation to DTC Participants having Certificates of Obligation
credited to their DTC accounts; provided, however, in no event shall the City discontinue the use of
DTC as the securities depository for the Certificates of Obligation and appoint a successor
securities depository in accordance with the preceding provisions without prior notice and consent
of the Texas Water Development Board for so long as the Texas Water Development Board is the
holder of any of the Certificates of Obligation.  In such event, the Certificates of Obligation 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 registered owners transferring or exchanging Certificates
of Obligation shall designate, in accordance with the provisions of this Ordinance.  Notwithstanding
the foregoing, so long as the Texas Water Development Board is the registered owner of any of the
Certificates of Obligation, the City shall not discontinue the book-entry-only system with DTC
without written notice to and consent from the Texas Water Development Board or its authorized
representative.

(g)  Payments to Cede & Co.  Notwithstanding any other provision of this Ordinance to the
contrary, so long as any Certificate of Obligation is registered in the name of Cede & Co., as
nominee for DTC, all payments with respect to principal of and interest on such Certificate of
Obligation and all notices with respect to such Certificate of Obligation shall be made and given,
respectively, in the manner provided in the representation letter of the City to DTC.

(h)  DTC Letter of Representations.  The officers of the City are herein authorized for and
on behalf of the City and as officers of the City to enter into one or more Letters of Representations
with DTC establishing the book-entry only system with respect to the Certificates of Obligation.

(i) Delivery of Initial Certificate of Obligation.  On the closing date, one Initial Certificate
of Obligation representing the entire principal amount of the respective series of Certificates of
Obligation, payable in stated installments to the initial registered owner named in Section 16 of this
Ordinance or its designee, executed by manual or facsimile signature of the Mayor or Mayor Pro-
Tem and City Secretary of the City, approved by the Attorney General of Texas, and registered and
manually signed by the Comptroller of Public Accounts of the State of Texas, will be delivered to
the initial purchaser or its designee. Upon payment for the Initial Certificate of Obligation, the
Paying Agent/Registrar shall cancel the Initial Certificate of Obligation and deliver to the initial
registered owner or its designee one registered definitive Certificate of Obligation for each year of
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maturity of the Certificates of Obligation, in the aggregate principal amount of all of the Certificates
of Obligation for such maturity.
 

SECTION FIVE.  FORM OF CERTIFICATE OF OBLIGATION.  The form of the
Certificates of Obligation, including the form of Paying Agent/Registrar's Authentication Certificate,
the form of Assignment, and the form of Registration Certificate of the Comptroller of Public
Accounts of the State of Texas (to be attached only to the Certificates of Obligation initially issued
and delivered pursuant to this Ordinance), shall be, respectively, substantially as follows, with such
appropriate variations, omissions, or insertions as are permitted or required by this Ordinance.

FORM OF CERTIFICATE OF OBLIGATION

R-__ UNITED STATES OF AMERICA PRINCIPAL 
STATE OF TEXAS AMOUNT  

COUNTY OF KERR $___________
CITY OF KERRVILLE, TEXAS

COMBINATION TAX AND SURPLUS REVENUE 
CERTIFICATES OF OBLIGATION, SERIES 2018B

INTEREST RATE

____%

MATURITY DATE

August 15, 20__

DATE OF SERIES

November 1, 2018

CUSIP NO.

492422 ___

REGISTERED OWNER:

PRINCIPAL AMOUNT: DOLLARS

ON THE MATURITY DATE specified above, the CITY OF KERRVILLE, TEXAS (the
"City"), being a political subdivision and home-rule municipality of the State of Texas, hereby
promises to pay to the Registered Owner specified above, or registered assigns (hereinafter called
the "Registered Owner"), the Principal Amount set forth above, and to pay interest thereon
(calculated on the basis of a 360-day year composed of twelve 30-day months) from the date of
initial delivery of this Certificate of Obligation (as shown on the records of the Paying
Agent/Registrar, defined below) at the Interest Rate per annum specified above, on
February 15, 2019, and semiannually on each February 15 and August 15 thereafter to the Maturity
Date specified above; except that if this Certificate of Obligation is required to be authenticated and
the date of its authentication is later than the first Record Date (hereinafter defined), 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 but on or before the next following
interest payment date, in which case such principal amount shall bear interest from such next fol-
lowing interest payment date; provided, however, that if on the date of authentication hereof the
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interest on the Certificate of Obligation or Certificates of Obligation, if any, for which this
Certificate of Obligation is being exchanged is due but has not been paid, then this Certificate of
Obligation shall bear interest from the date to which such interest has been paid in full.

THE PRINCIPAL OF AND INTEREST ON this Certificate of Obligation are payable in
lawful money of the United States of America, without exchange or collection charges. The
principal of this Certificate of Obligation shall be paid to the Registered Owner hereof upon
presentation and surrender of this Certificate of Obligation at maturity or upon the date fixed for
redemption prior to maturity, at the designated corporate trust or commercial banking office of U.S.
BANK NATIONAL ASSOCIATION, which is the "Paying Agent/Registrar" for this Certificate of
Obligation.  The payment of interest on this Certificate of Obligation shall be made by the Paying
Agent/Registrar to the Registered Owner hereof on each interest payment date by check, dated as
of such interest payment date, drawn by the Paying Agent/Registrar on, and payable solely from,
funds of the City required by the Ordinance authorizing the issuance of this Certificate of Obligation
(the "Ordinance") to be on deposit with the Paying Agent/Registrar for such purpose as hereinafter
provided; and such check shall be sent by the Paying Agent/Registrar by United States mail, first-
class postage prepaid, on each such interest payment date, to the Registered Owner hereof, at its
address as it appeared on the last business day of the month next preceding each such date (the
"Record Date") on the Registration Books kept by the Paying Agent/Registrar, as hereinafter
described.  In the event of a non-payment of interest on a scheduled payment date, and for 30 days
thereafter, a new record date for such interest payment (a "Special Record Date") will be established
by the Paying Agent/Registrar if and when funds for the payment of such interest have been received
from the City.  Notice of the Special Record Date and of the scheduled payment date of the past due
interest (the "Special Payment Date" which shall be 15 days after the Special Record Date) shall
be sent at least five business days prior to the Special Record Date by United States mail, first class,
postage prepaid, to the address of each Registered Owner appearing on the Registration Books of
the Paying Agent/Registrar at the close of business on the last business day next preceding the date
of mailing of such notice.  Any accrued interest due upon the redemption of this Certificate of
Obligation prior to maturity as provided herein shall be paid to the Registered Owner upon presen-
tation and surrender of this Certificate of Obligation for redemption and payment at the designated
corporate trust office of the Paying Agent/Registrar (unless the redemption date is a regularly
scheduled interest payment date, in which case accrued interest on such redeemed Certificates of
Obligation shall be payable in the regular manner described above).  The City covenants with the
Registered Owner of this Certificate of Obligation that on or before each principal payment date,
interest payment date and accrued interest payment date for this Certificate of Obligation it will
make available to the Paying Agent/Registrar, from the "Interest and Sinking Fund" created by the
Ordinance, the amounts required to provide for the payment, in immediately available funds, of all
principal of and interest on the Certificates of Obligation, when due.

NOTWITHSTANDING THE FOREGOING, as long as the Texas Water Development
Board is the owner of this Certificate of Obligation, payment of principal on this Certificate of
Obligation shall be made by wire transfer to the Texas Water Development Board and at no cost to
the Texas Water Development Board.
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IF THE DATE FOR THE PAYMENT OF the principal of or interest on this Certificate of
Obligation shall be a Saturday, Sunday, legal holiday, or day on which banking institutions in the
city where the Paying Agent/Registrar is located are authorized by law or executive order to close,
or the United States Postal Service is not open for business, 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, or the United States Postal Service is not open for
business; and payment on such date shall have the same force and effect as if made on the original
date payment was due.

THIS CERTIFICATE OF OBLIGATION is one of a series of Certificates of Obligation
dated as of November 1, 2018,  authorized in accordance with the Constitution and laws of the State
of Texas in the aggregate principal amount of $5,000,000 THE PURPOSE OF PAYING, IN
WHOLE OR IN PART, CONTRACTUAL OBLIGATIONS TO BE INCURRED TO PLAN,
ACQUIRE, DESIGN AND CONSTRUCT EXTENSIONS AND IMPROVEMENTS TO THE
CITY'S WATERWORKS SYSTEM, INCLUDING IMPROVEMENTS TO ADDRESS
STANDARDS RELATED TO TOTAL TRIHALOMETHANES (TTHM) WITHIN THE
WATERWORKS SYSTEM, PAYING ALL OR A PORTION OF THE LEGAL, FISCAL AND
ENGINEERING FEES IN CONNECTION THEREWITH, AND PAYING COSTS OF
ISSUANCE.

ON FEBRUARY 15, 2029, AND ON ANY DATE THEREAFTER, the Certificates of
Obligation of this Series  maturing on or after August 15, 2029, may be redeemed, in whole or in
part, at the option of the City (and if in part the Certificates of Obligation of this Series shall be
redeemed in inverse order of maturity and the Paying Agent/Registrar shall determine, by lot or
other customary method within a maturity, the particular Certificates of Obligation to be redeemed),
at a redemption price equal to the principal amount of the Certificates of Obligation to be redeemed
plus accrued interest to the redemption date; provided, that during any period in which ownership
of the Certificates of Obligation is determined by a book entry at a securities depository for the
Certificates of Obligation, if fewer than all of the Certificates of Obligation of the same maturity and
bearing the same interest rate are to be redeemed, the particular Certificates of Obligation of such
maturity and bearing such interest rate shall be selected in accordance with the arrangements
between the City and the securities depository.

AT LEAST 30 DAYS PRIOR TO THE DATE FIXED for any redemption of Certificates
of Obligation or portions thereof prior to maturity, a written notice of such redemption shall be sent
by the Paying Agent/Registrar by United States mail, first-class postage prepaid to the Registered
Owner of each Certificate of Obligation to be redeemed at its address as it appeared on the
Registration Books maintained by the Paying Agent/Registrar on the day such notice of redemption
is mailed.  Any notice of redemption so mailed shall be conclusively presumed to have been duly
given irrespective of whether received by the Registered Owner.  The notice with respect to an
optional redemption of Certificates of Obligation may state (1) that it is conditioned upon the deposit
of moneys, in an amount equal to the amount necessary to effect the redemption, with the Paying
Agent/Registrar no later than the redemption date, or (2) that the City retains the right to rescind
such notice at any time prior to the scheduled redemption date if the City delivers a certificate of an
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authorized representative to the Paying Agent/Registrar instructing the Paying Agent/Registrar to
rescind the redemption notice, and such notice and optional redemption shall be of no effect if such
moneys are not so deposited or if such notice is so rescinded.  By the date fixed for any such
redemption, due provision shall be made with the Paying Agent/Registrar for the payment of the
required redemption price for the Certificates of Obligation or portions thereof which are to be so
redeemed.  If such written notice of redemption is mailed (and not rescinded), and if due provision
for such payment is made, all as provided above, the Certificates of Obligation 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 receive
the redemption price from the Paying Agent/Registrar out of the funds provided for such payment.
If a portion of any Certificate of Obligation shall be redeemed a substitute Certificate of Obligation
or Certificates of Obligation 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 an aggregate principal amount equal to the unredeemed portion thereof,
will be issued to the Registered Owner upon the surrender thereof for cancellation, at the expense
of the City, all as provided in the Ordinance.

ALL CERTIFICATES OF OBLIGATION OF THIS SERIES are issuable solely as fully
registered Certificates of Obligation, without interest coupons, in the denomination of any integral
multiple of $5,000.  As provided in the Ordinance, this Certificate of Obligation, may, at the request
of the Registered Owner or the assignee or assignees hereof, be assigned, transferred and exchanged
for a like aggregate principal amount of fully registered Certificates of Obligation, without interest
coupons, payable to the appropriate Registered Owner, assignee or assignees, as the case may be,
having the same denomination or denominations in any integral multiple of $5,000 as requested in
writing by the appropriate Registered Owner, assignee or assignees, as the case may be, upon surren-
der of this Certificate of Obligation to the Paying Agent/Registrar for cancellation, all in accordance
with the form and procedures set forth in the Ordinance.  Among other requirements for such assign-
ment and transfer, this Certificate of Obligation must be presented and surrendered to the Paying
Agent/Registrar, together with proper instruments of assignment, in form and with guarantee of
signatures satisfactory to the Paying Agent/Registrar, evidencing assignment of this Certificate of
Obligation or any portion or portions hereof in any integral multiple of $5,000 to the assignee or
assignees in whose name or names this Certificate of Obligation or any such portion or portions
hereof is or are to be registered.  The form of Assignment printed or endorsed on this Certificate of
Obligation may be executed by the Registered Owner to evidence the assignment hereof, but such
method is not exclusive, and other instruments of assignment satisfactory to the Paying
Agent/Registrar may be used to evidence the assignment of this Certificate of Obligation or any
portion or portions hereof from time to time by the Registered Owner.  The Paying Agent/Registrar's
reasonable standard or customary fees and charges for transferring and exchanging any Certificate
of Obligation or portion thereof shall be paid by the City, but any taxes or governmental charges
required to be paid with respect thereto shall be paid by the one requesting such assignment, transfer
or exchange as a condition precedent to the exercise of such privilege.  The Paying Agent/Registrar
shall not be required to make any such transfer or exchange during the period commencing with the
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close of business on any Record Date and ending with the opening of business on the next following
principal or interest payment date.  

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

IN THE EVENT ANY PAYING AGENT/REGISTRAR for the Certificates of Obligation
is changed by the City, resigns, or otherwise ceases to act as such, the City has covenanted in the
Ordinance that it promptly will appoint a competent and legally qualified substitute therefor, and
cause written notice thereof to be mailed to the Registered Owners of the Certificates of Obligation.

IT IS HEREBY CERTIFIED, RECITED, AND COVENANTED that this Certificate of
Obligation has been duly and validly authorized, issued, and delivered; that all acts, conditions, and
things required or proper to be performed, exist, and be done precedent to or in the authorization,
issuance, and delivery of this Certificate of Obligation have been performed, existed, and been done
in accordance with law; that this Certificate of Obligation is a general obligation of the City, issued
on the full faith and credit thereof; and that ad valorem taxes sufficient to provide for the payment
of the interest on and principal of this Certificate of Obligation, as such interest comes due, and as
such principal matures, have been levied and ordered to be levied against all taxable property in the
City, and have been pledged for such payment, within the limits prescribed by law and that this
Certificate of Obligation is additionally secured by a lien on and pledge of Surplus Revenues
received by the City from the ownership and operation of the City's Waterworks and Sewer System,
all as provided in the Ordinance authorizing the Certificates of Obligation.

THE CITY ALSO HAS RESERVED THE RIGHT TO AMEND the Ordinance as provided
therein, and under some (but not all) circumstances amendments thereto must be approved by the
registered owners of a majority in aggregate principal amount of the outstanding Certificates of
Obligation.

BY BECOMING THE REGISTERED OWNER of this Certificate of Obligation, the Regis-
tered Owner thereby acknowledges all of the terms and provisions of the Ordinance, agrees to be
bound by such terms and provisions, acknowledges that the Ordinance is duly recorded and available
for inspection in the official minutes and records of the governing body of the City, and agrees that
the terms and provisions of this Certificate of Obligation and the Ordinance constitute a contract
between each Registered Owner hereof and the City.
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IN WITNESS WHEREOF, the City has caused this Certificate of Obligation to be signed
with the manual or facsimile signature of the Mayor or Mayor Pro-Tem of the City, and counter-
signed with the manual or facsimile signature of the City Secretary of the City, and the official seal
of the City has been duly impressed, or placed in facsimile, on this Certificate of Obligation.

Countersigned:

                  (facsimile signature)                                 (facsimile signature)     
City Secretary, City of Kerrville, Texas Mayor [Pro-Tem], City of Kerrville, Texas

(CITY SEAL)

[The remainder of this page intentionally left blank]

FORM OF REGISTRATION CERTIFICATE 
OF THE COMPTROLLER OF PUBLIC ACCOUNTS:

COMPTROLLER'S REGISTRATION CERTIFICATE:  REGISTER NO. ______________

I hereby certify that this Certificate of Obligation has been examined, certified as to validity,
and approved by the Attorney General of the State of Texas, and that this Certificate of Obligation
has been registered by the Comptroller of Public Accounts of the State of Texas. 

Witness my signature and seal this
______________________________

(COMPTROLLER'S SEAL) Comptroller of Public Accounts
of the State of Texas
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FORM OF PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE
(To be executed if this Certificate of Obligation is not accompanied by an executed
Registration Certificate of the Comptroller of Public Accounts of the State of Texas)

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

Dated U.S. BANK NATIONAL ASSOCIATION

Paying Agent/Registrar

By _________________________________
     Authorized Representative

[The remainder of this page intentionally left blank]
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FORM OF ASSIGNMENT:

ASSIGNMENT

FOR VALUE RECEIVED, the undersigned Registered Owner of this Certificate of
Obligation, or duly authorized representative or attorney thereof, hereby sells, assigns and transfers
this Certificate of Obligation and all rights hereunder unto _______________________________
 _______________________
/                                           /_______________________________________________________
(Assignee's Social Security or   (Please print or typewrite Assignee's name and address, 
 Taxpayer Identification Number)    including zip code)
______________________________________________________________________________
and hereby irrevocably constitutes and appoints _____________________________________
attorney to transfer the registration of this Certificate of Obligation on the Paying Agent/Registrar's
Registration Books with full power of substitution in the premises.

Dated: _________________

Signature Guaranteed:

____________________________________
NOTICE: Signature(s) must be guaranteed by
a member firm of the New York Stock
Exchange or a commercial bank or trust
company.

____________________________________
NOTICE: The signature above must
correspond with the name of the Registered
Owner as it appears upon the front of this
Certificate of Obligation in every particular,
without alteration or enlargement or any
change whatsoever.

INITIAL CERTIFICATE OF OBLIGATION INSERTIONS

The Initial Certificate of Obligation shall be in the form set forth above except that:

(A) Immediately under the name of the Certificate of Obligation, the headings
"INTEREST RATE" and "MATURITY DATE" shall be completed with the words
"As shown below" and "CUSIP NO. _____" shall be deleted.

(B) The first paragraph shall be deleted and the following shall be inserted:  

"ON THE RESPECTIVE MATURITY DATES specified below, the CITY OF
KERRVILLE, TEXAS (the "City"), being a political subdivision and municipal corporation of the
State of Texas, hereby promises to pay to the Registered Owner specified above, or registered
assigns (hereinafter called the "Registered Owner"), the respective Principal Installments specified
below, and to pay interest thereon (calculated on the basis of a 360-day year composed of twelve
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30-day months) from the date of initial delivery of this Certificate of Obligation (as shown on the
records of the Paying Agent/Registrar, defined below) at the respective Interest Rates per annum
specified below, payable on February 15, 2019, and semiannually on each February 15 and
August 15 thereafter to the respective Maturity Dates specified below.  The respective Maturity
Dates, Principal Installments and Interest Rates for this Certificate of Obligation are set forth in the
following schedule:

MATURITY

DATE

(AUGUST 15)
PRINCIPAL

INSTALLMENT ($)
INTEREST

RATE (%)

MATURITY

DATE

(AUGUST 15)
PRINCIPAL

INSTALLMENT ($)
INTEREST

RATE (%)

_____ _____ _____ _____ _____ _____

_____ _____ _____ _____ _____ _____

_____ _____ _____ _____ _____ _____

[Insert principal and interest information from Sections 2 and 3 above]"

(C)  The Initial Certificate of Obligation shall be numbered "T-1."

SECTION SIX.  INTEREST AND SINKING FUND; TAX LEVY; SECURITY
INTEREST.  

(a)  Interest and Sinking Fund, Tax Levy.  A special Interest and Sinking Fund for the
Certificates of Obligation (the "Interest and Sinking Fund") is hereby created solely for the benefit
of the Certificates of Obligation, and the Interest and Sinking Fund shall be established and
maintained by the City at an official depository bank of the City.  The Interest and Sinking Fund
shall be kept separate and apart from all other funds and accounts of the City, and shall be used only
for paying the interest on and principal of the Certificates of Obligation.  All ad valorem taxes levied
and collected for and on account of the Certificates of Obligation shall be deposited, as collected,
to the credit of the Interest and Sinking Fund.  During each year while any of the Certificates of
Obligation or interest thereon are outstanding and unpaid, the City shall compute and ascertain a rate
and amount of ad valorem tax which, together with "Surplus Revenues" with respect to the
Certificates of Obligation (as described in Section 7 below) actually then on deposit in the Interest
and Sinking Fund to pay principal and interest coming due during such fiscal year, will be sufficient
to raise and produce the money required to pay the interest on the Certificates of Obligation as such
interest comes due, and to provide and maintain a sinking fund adequate to pay the principal of its
Certificates of Obligation as such principal matures (but never less than 2% of the original principal
amount of the Certificates of Obligation as a sinking fund each year); and said tax shall be based on
the latest approved tax rolls of the City, with full allowance being made for tax delinquencies and
the cost of tax collection.  Said rate and amount of ad valorem tax is hereby levied, and is hereby
ordered to be levied, against all taxable property in the City for each year while any of the
Certificates of Obligation or interest thereon are outstanding and unpaid; and said tax shall be
assessed and collected each such year and deposited to the credit of the respective Interest and
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Sinking Fund.  Said ad valorem taxes sufficient to provide for the payment of the interest on and
principal of the Certificates of Obligation, as such interest comes due and such principal matures,
are hereby pledged for such payment, within the limit prescribed by law.

(b) Security Interest.  Chapter 1208, Texas Government Code, applies to the issuance of the
Certificates of Obligation and the pledge of the ad valorem taxes and Surplus Revenues granted by
the City under Sections 6(a) and 7 of this Ordinance, and is therefore valid, effective, and perfected.
If Texas law is amended at any time while the Certificates of Obligation are outstanding and unpaid
such that the pledge of the ad valorem taxes or Surplus Revenues granted by the City under Sections
6(a) and 7 of this Ordinance is to be subject to the filing requirements of Chapter 9, Texas Business
& Commerce Code, then in order to preserve to the registered owners of the Certificates of
Obligation the perfection of the security interest in said pledge, the City agrees to take such
measures as it determines are reasonable and necessary under Texas law to comply with the
applicable provisions of Chapter 9, Texas Business & Commerce Code, and enable a filing to perfect
the security interest in said pledge to occur.

SECTION SEVEN.  SURPLUS REVENUES.  Pursuant to Section 271.052, Texas Local
Government Code, as amended, and Chapter 1502, Texas Government Code, as amended, the
Certificates of Obligation additionally shall be payable from and secured by surplus revenues
derived by the City from the City's Waterworks and Sewer System remaining after (a) payment of
all amounts constituting operation and maintenance expenses of said Waterworks and Sewer System,
and (b) payment of all debt service, reserve, and other requirements and amounts required to be paid
under all ordinances heretofore or hereafter authorizing (i) all bonds, and (ii) all other obligations
not on a parity with the Certificates of Obligation, which are payable from and secured by any
Waterworks and Sewer System revenues, and (c) payment of all amounts payable from any
Waterworks and Sewer System revenues pursuant to contracts heretofore or hereafter entered into
by the City in accordance with law (the "Surplus Revenues").  If for any reason the City fails to
deposit ad valorem taxes levied pursuant to Section 6 hereof to the credit of the Interest and Sinking
Fund in an amount sufficient to pay, when due, the principal of and interest on the Certificates of
Obligations, then Surplus Revenues may be deposited to the credit of the Interest and Sinking Fund
and used to pay such principal and/or interest.  The City reserves, and shall have, the right to issue
bonds and other obligations not on a parity with the Certificates of Obligation, and to enter into
contracts, in accordance with applicable laws, to be payable from and secured by any Waterworks
and Sewer System revenues.

In the event the City determines to pay all or a portion of the debt service on the Certificates
of Obligation from Surplus Revenues during any fiscal year, the City shall comply with the
following obligations and procedures:

(i) the City shall establish, adopt, and maintain an annual budget that provides
for either (A) the monthly deposit of sufficient Surplus Revenues and/or ad valorem tax
revenues, (B) the monthly deposit of any other legally available funds on hand at the time
of adoption of such annual budget, or (C) a combination of (A) and (B) above, into the
Interest and Sinking Fund for the payment of the Certificates of Obligation;
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(ii) the City shall transfer and deposit in the Interest and Sinking Fund each
month an amount of not less than 1/12th of the annual debt service on the Certificates of
Obligation until the amount on deposit therein equals the amount required for such annual
debt service; and

(iii) the City shall, prior to the time taxes are to be levied for each fiscal year,
establish, adopt, and maintain an annual budget that provides for either the monthly deposit
of sufficient surplus pledged revenues and/or tax revenues, the monthly deposit of any other
legally available funds on hand at the time of the adoption of the annual budget, or a
combination thereof, into the Interest and Sinking Fund for the repayment of the Obligations

(iv) the City shall:

(A) maintain and collect sufficient rates and charges from the City's
Waterworks and Sewer System, in conjunction with any other legally available funds
(including but not limited to ad valorem taxes levied to pay debt service on the
Certificates of Obligation, if any), so that after payment of the costs of operating and
maintaining the City's Waterworks and Sewer System, such rates and charges
produce revenues in an amount not less than 1.10 times (1) the debt service
requirements of the Certificates of Obligation which have been budgeted to be paid
with revenues derived from the City's Waterworks and Sewer System, and (2) all
outstanding obligations of the City which are secured in whole or in part by a pledge
of revenues derived from the City's Waterworks and Sewer System and for which the
City is budgeting the payment of debt service, or 

(B) annually provide the Texas Water Development Board with
documentation which evidences the levy and collection of an ad valorem tax rate
dedicated to the payment of debt service on the Certificates of Obligation, in
conjunction with any other legally available funds, sufficient for the payment of debt
service on the Certificates of Obligation.

SECTION EIGHT.  CONSTRUCTION FUND.  There is hereby created and established
in the depository of the City, a fund to be called the City of Kerrville, Texas Combination Tax and
Revenue Certificates of Obligation (Series 2018B) Construction Fund (herein called the
"Construction Fund").  Proceeds from the sale and delivery of the Certificates of Obligation (other
than proceeds representing accrued interest on the Certificates of Obligation and any premium on
the Certificates of Obligation that is not used by the City to pay costs of issuance in accordance with
the provisions of Section 1201.042(d), Texas Government Code, as amended, which shall be
deposited in the Interest and Sinking Fund) shall be deposited in the Construction Fund.  Money in
the Construction Fund shall be subject to disbursements by the City for payment of all costs incurred
in carrying out the purpose for which the Certificates of Obligation are issued, including but not
limited to costs for construction, engineering, architecture, financing, financial consultants and legal
services related to the project being financed with proceeds of the Certificates of Obligation and the
issuance of the Certificates of Obligation.  All funds remaining on deposit in the Construction Fund
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upon completion of the projects being financed with the proceeds from the Certificates of
Obligation, if any, shall be transferred to the Interest and Sinking Fund.

SECTION NINE.  INVESTMENTS.  Funds on deposit in the Interest and Sinking Fund
and the Construction Fund shall be secured by the depository bank of the City in the manner and to
the extent required by law to secure other public funds of the City and may be invested from time
to time in any investment authorized by applicable law, including but not limited to the Public Funds
Investment Act (Chapter 2256, Texas Government Code), and the City's investment policy adopted
in accordance with the provisions of the Public Funds Investment Act; provided, however, that
investments purchased for and held in the Interest and Sinking Fund shall have a final maturity no
later than the next principal or interest payment date for which such funds are required, and
investments purchased for and held in the Construction Fund shall have a final maturity of not later
than the date the City reasonably expects the funds from such investments will be required to pay
costs of the projects for which the Certificates of Obligation were issued.  Income and profits from
such investments shall be deposited in the respective Fund which holds such investments; however,
any such income and profits from investments in the Construction Fund may be withdrawn by the
City and deposited in the Interest and Sinking Fund to pay all or a portion of the interest next
coming due on the Certificates of Obligation.  It is further provided, however, that any interest
earnings on Certificate of Obligation proceeds which are required to be rebated to the United States
of America pursuant to Section 14 hereof in order to prevent the Certificates of Obligation from
being arbitrage bonds shall be so rebated and not considered as interest earnings for the purposes
of this Section.

SECTION TEN.  EMPOWERED.  The City Manager and Director of Finance are hereby
ordered to do any and all things necessary to accomplish the transfer of monies to the Interest and
Sinking Fund of this issue in ample time to pay such items of principal and interest.

SECTION ELEVEN.  DEFEASANCE OF THE CERTIFICATES OF OBLIGATION.

(a) Defeasance.  Any Certificate of Obligation and the interest thereon shall be deemed to
be paid, retired and no longer outstanding (a "Defeased Certificate of Obligation") within the
meaning of this Ordinance, except to the extent provided in subsection (d) of this Section, when
payment of the principal of such Certificate of Obligation, plus interest thereon to the due date
(whether such due date be by reason of maturity or otherwise) either (i) shall have been made or
caused to be made in accordance with the terms thereof, or (ii) shall have been provided for on or
before such due date by irrevocably depositing with or making available to the Paying
Agent/Registrar in accordance with an escrow agreement or other instrument (the "Future Escrow
Agreement") for such payment (1) lawful money of the United States of America sufficient to make
such payment and/or (2) Defeasance Securities that mature as to principal and interest in such
amounts and at such times as will insure the availability, without reinvestment, of sufficient money
to provide for such payment, and when proper arrangements have been made by the City with the
Paying Agent/Registrar for the payment of its services until all Defeased Certificates of Obligation
shall have become due and payable.  Thereafter, the City will have no further responsibility with
respect to amounts available to the Paying Agent/Registrar for the payment of such Defeased
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Certificate of Obligation, including any insufficiency therein caused by the failure of the escrow
agent under such Future Escrow Agreement to receive payment when due on the Defeasance
Securities.  At such time as a Certificate of Obligation shall be deemed to be a Defeased Certificate
of Obligation hereunder, as aforesaid, such Certificate of Obligation and the interest thereon shall
no longer be secured by, payable from, or entitled to the benefits of, the ad valorem taxes or
revenues herein levied and pledged as provided in this Ordinance, and such principal and interest
shall be payable solely from such money or Defeasance Securities.  Notwithstanding any other
provision of this Ordinance to the contrary, it is hereby provided that any determination not to
redeem Defeased Certificates of Obligation that is made in conjunction with the payment
arrangements specified in subsection (a)(i) or (ii) of this Section shall not be irrevocable, provided
that:  (1) in the proceedings providing for such payment arrangements, the City expressly reserves
the right to call the Defeased Certificates of Obligation for redemption; (2) gives notice of the
reservation of that right to the owners of the Defeased Certificates of Obligation immediately
following the making of the payment arrangements; and (3) directs that notice of the reservation be
included in any redemption notices that it authorizes.

(b)  Investment of Funds in Defeasance Securities.  Any moneys so deposited with the Paying
Agent/Registrar may at the written direction of the City be invested in Defeasance Securities,
maturing in the amounts and times as hereinbefore set forth, and all income from such Defeasance
Securities received by the Paying Agent/Registrar that is not required for the payment of the
Certificates of Obligation and interest thereon, with respect to which such money has been so
deposited, shall be turned over to the City, or deposited as directed in writing by the City.  Any
Future Escrow Agreement pursuant to which the money and/or Defeasance Securities are held for
the payment of Defeased Certificates of Obligation may contain provisions permitting the
investment or reinvestment of such moneys in Defeasance Securities or the substitution of other
Defeasance Securities upon the satisfaction of the requirements specified in subsection (a)(i) or (ii)
of this Section.  All income from such Defeasance Securities received by the Paying Agent/Registrar
which is not required for the payment of the Defeased Certificates of Obligation, with respect to
which such money has been so deposited, shall be remitted to the City or deposited as directed in
writing by the City.

(c)  Definition of Defeasance Securities.  The term "Defeasance Securities" means (i) direct,
noncallable obligations of the United States of America, including obligations that are
unconditionally guaranteed by the United States of America, (ii) noncallable obligations of an
agency or instrumentality of the United States of America, including obligations that are
unconditionally guaranteed or insured by the agency or instrumentality and that, on the date of the
purchase thereof are rated as to investment quality by a nationally recognized investment rating firm
not less than AAA or its equivalent, (iii) noncallable obligations of a state or an agency or a county,
municipality, or other political subdivision of a state that have been refunded and that, on the date
on the date the governing body of the City adopts or approves the proceedings authorizing the
financial arrangements are rated as to investment quality by a nationally recognized investment
rating firm not less than AAA or its equivalent, and (iv) any other then authorized securities or
obligations under applicable state law that may be used to defease obligations such as the
Certificates of Obligation.
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(d)  Duties of Paying Agent/Registrar.  Until all Defeased Certificates of Obligation shall
have become due and payable, the Paying Agent/Registrar shall perform the services of Paying
Agent/Registrar for such Defeased Certificates of Obligation the same as if they had not been
defeased, and the City shall make proper arrangements to provide and pay for such services as
required by this Ordinance. 

(e)  Selection of Certificates of Obligation to be Defeased.  In the event that the City elects
to defease less than all of the principal amount of Certificates of Obligation of a maturity, the Paying
Agent/Registrar shall select, or cause to be selected, such amount of Certificates of Obligation by
such random method as it deems fair and appropriate.

(f)  Notice to Texas Water Development Board.  So long as the Texas Water Development
Board is the registered owner of any of the Certificates of Obligation, the City shall provide written
notice to the Texas Water Development Board of a defeasance of the Certificates of Obligation
pursuant to subsection (a)(ii) of this Section at least 30 days prior to funding a Future Escrow
Agreement.

SECTION TWELVE.  DAMAGED, MUTILATED, LOST, STOLEN, OR DE-
STROYED CERTIFICATES OF OBLIGATION.

(a)  Replacement Certificates of Obligation.  In the event any outstanding Certificate of
Obligation is damaged, mutilated, lost, stolen, or destroyed, the Paying Agent/Registrar shall cause
to be printed, executed, and delivered, a new certificate of obligation of the same principal amount,
maturity, and interest rate, as the damaged, mutilated, lost, stolen, or destroyed Certificate of
Obligation, in replacement for such Certificate of Obligation in the manner hereinafter provided.

(b)  Application for Replacement Certificates of Obligation.  Application for replacement
of damaged, mutilated, lost, stolen, or destroyed Certificates of Obligation shall be made by the
registered owner thereof to the Paying Agent/Registrar.  In every case of loss, theft, or destruction
of a Certificate of Obligation, the registered owner applying for a replacement certificate of
obligation shall furnish to the City 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 Certificate of Obligation, the registered
owner shall furnish to the City and to the Paying Agent/Registrar evidence to their satisfaction of
the loss, theft, or destruction of such Certificate of Obligation, as the case may be.  In every case of
damage or mutilation of a Certificate of Obligation, the registered owner shall surrender to the
Paying Agent/Registrar for cancellation the Certificate of Obligation so damaged or mutilated.

(c)  No Default Occurred.  Notwithstanding the foregoing provisions of this Section, in the
event any such Certificate of Obligation 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
Certificate of Obligation, the City may authorize the payment of the same (without surrender thereof
except in the case of a damaged or mutilated Certificate of Obligation) instead of issuing a
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replacement Certificate of Obligation, provided security or indemnity is furnished as above provided
in this Section.

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

(e)  Authority for Issuing Replacement Certificates of Obligation.  In accordance with
Chapter 1201, Texas Government Code, as amended, this Section of this Ordinance shall constitute
authority for the issuance of any such replacement certificate of obligation without necessity of
further action by the governing body of the City or any other body or person, and the duty of the
replacement of such certificates of obligations is hereby authorized and imposed upon the Paying
Agent/Registrar, and the Paying Agent/Registrar shall authenticate and deliver such Certificates of
Obligation in the form and manner and with the effect, as provided in Section 4(a) of this Ordinance
for Certificates of Obligation issued in exchange for other Certificates of Obligation.

SECTION THIRTEEN.  CUSTODY, APPROVAL, AND REGISTRATION OF THE
CERTIFICATES OF OBLIGATION; BOND COUNSEL'S OPINION, BOND INSURANCE,
AND CUSIP NUMBERS.  The Mayor or Mayor Pro-Tem of the City is hereby authorized to have
control of the Certificates of Obligation initially issued and delivered hereunder and all necessary
records and proceedings pertaining to the Certificates of Obligation pending their delivery and their
investigation, examination, and approval by the Attorney General of the State of Texas, and their
registration by the Comptroller of Public Accounts of the State of Texas.  Upon registration of the
Certificates of Obligation said Comptroller of Public Accounts (or a deputy designated in writing
to act for said Comptroller) shall manually sign the Comptroller's Registration Certificate attached
to such Certificates of Obligation, and the seal of said Comptroller shall be impressed, or placed in
facsimile, on such Certificate.  The approving legal opinion of the City's Bond Counsel (with an
appropriate certificate pertaining thereto executed by facsimile signature of the City Secretary of the
City), a statement regarding the issuance of a municipal bond insurance policy to secure payment
of debt service on the Certificates of Obligation, if any, and the assigned CUSIP numbers may, at
the option of the City, be printed on the Certificates of Obligation issued and delivered under this
Ordinance, but neither shall have any legal effect, and shall be solely for the convenience and
information of the registered owners of the Certificates of Obligation.
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SECTION FOURTEEN.  COVENANTS REGARDING TAX-EXEMPTION OF
INTEREST ON THE CERTIFICATES OF OBLIGATION.

(a)  Covenants.  The City covenants to take any action necessary to assure, or refrain from
any action which would adversely affect, the treatment of the Certificates of Obligation 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 City covenants as follows:

(1)  to take any action to assure that no more than 10 percent of the proceeds of the
Certificates of Obligation or the projects financed therewith (less amounts deposited to a
reserve fund, if any) 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 of the Certificates of Obligation or
the projects financed therewith are so used, such amounts, whether or not received by the
City, with respect to such private business use, do not, under the terms of this Ordinance or
any underlying arrangement, directly or indirectly, secure or provide for the payment of
more than 10 percent of the debt service on the Certificates of Obligation, in contravention
of section 141(b)(2) of the Code;

(2)  to take any action to assure that in the event that the "private business use"
described in subsection (1) hereof exceeds 5 percent of the proceeds of the Certificates of
Obligation or the projects financed therewith (less amounts deposited into a reserve fund,
if any) then the amount in excess of 5 percent is used for a "private business use" which is
"related" and not "disproportionate," within the meaning of section 141(b)(3) of the Code,
to the governmental use;

(3)  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 Certificates of Obligation (less amounts
deposited into a reserve fund, if any) is directly or indirectly used to finance loans to persons,
other than state or local governmental units, in contravention of section 141(c) of the Code;

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

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

(6)  to refrain from using any portion of the proceeds of the Certificates of
Obligation, directly or indirectly, to acquire or to replace funds which were used, directly
or indirectly, to acquire investment property (as defined in section 148(b)(2) of the Code)
which produces a materially higher yield over the term of the Certificates of Obligation,
other than investment property acquired with --
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(A)  proceeds of the Certificates of Obligation invested for a reasonable
temporary period of three years or less until such proceeds are needed for the
purpose for which the Certificates of Obligation are issued,

(B)  amounts invested in a bona fide debt service fund, within the meaning
of section l.148-1(b) of the Treasury Regulations, and

(C)  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
Certificates of Obligation;

(7)  to otherwise restrict the use of the proceeds of the Certificates of Obligation or
amounts treated as proceeds of the Certificates of Obligation, as may be necessary, so that
the Certificates of Obligation do not otherwise contravene the requirements of section 148
of the Code (relating to arbitrage);

(8) to refrain from using the proceeds of the Certificates of Obligation or proceeds
of any prior bonds to pay debt service on another issue more than 90 days after the date of
issue of the Certificates of Obligation in contravention of the requirements of section 149(d)
of the Code (relating to advance refundings); and

(9)  to pay to the United States of America at least once during each five-year period
(beginning on the date of delivery of the Certificates of Obligation) 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 Certificates
of Obligation 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.

(b)  Rebate Fund.  In order to facilitate compliance with the above covenant (8), a "Rebate
Fund" is hereby established by the City 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
holders.  The Rebate Fund is established for the additional purpose of compliance with section 148
of the Code.

(c)  Proceeds.  The City understands that the term "proceeds" includes "disposition proceeds"
as defined in the Treasury Regulations.  It is the understanding of the City that the covenants
contained herein are intended to assure compliance with the Code and any regulations or rulings
promulgated by the U.S. Department of the Treasury pursuant thereto.  In the event that regulations
or rulings are hereafter promulgated which modify or expand provisions of the Code, as applicable
to the Certificates of Obligation, the City will not be required to comply with any covenant
contained herein to the extent that such failure to comply, in the opinion of nationally recognized
bond counsel, will not adversely affect the exemption from federal income taxation of interest on
the Certificates of Obligation 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
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Certificates of Obligation, the City 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 Certificates of Obligation under section 103 of the Code.
In furtherance of such intention, the City hereby authorizes and directs the Mayor, the City Manager
or the Director of Finance of the City to execute any documents, certificates or reports required by
the Code and to make such elections, on behalf of the City, which may be permitted by the Code as
are consistent with the purpose for the issuance of the Certificates of Obligation.

(d)  Allocation of, and Limitation on, Expenditures for the Project. The City covenants to
account for the expenditure of sale proceeds and investment earnings to be used for the purposes
described in Section 1 of this Ordinance (collectively referred to herein as the "Project") on its
books and records in accordance with the requirements of the Internal Revenue Code.  The City
recognizes that in order for the proceeds to be considered used for the reimbursement of costs, the
proceeds must be allocated to expenditures within 18 months of the later of the date that (1) the
expenditure is made, or (2) the Project is completed; but in no event later than three years after the
date on which the original expenditure is paid.  The foregoing notwithstanding, the City recognizes
that in order for proceeds to be expended under the Internal Revenue Code, the sale proceeds or
investment earnings must be expended no more than 60 days after the earlier of (1) the fifth
anniversary of the delivery of the Certificates of Obligation, or (2) the date the Certificates of
Obligation are retired.  The City agrees to obtain the advice of nationally-recognized bond counsel
if such expenditure fails to comply with the foregoing to assure that such expenditure will not
adversely affect the tax-exempt status of the Certificates of Obligation.  For purposes hereof, the
City shall not be obligated to comply with this covenant if it obtains an opinion that such failure to
comply will not adversely affect the excludability for federal income tax purposes from gross
income of the interest.

(e)  Disposition of Project.  The City covenants that the property constituting the Projects
will not be sold or otherwise disposed in a transaction resulting in the receipt by the City of cash or
other compensation, unless any action taken in connection with such disposition will not adversely
affect the tax-exempt status of the Certificates of Obligation.  For purpose of the foregoing, the City
may rely on an opinion of nationally-recognized bond counsel that the action taken in connection
with such sale or other disposition will not adversely affect the tax-exempt status of the Certificates
of Obligation.  For purposes of the foregoing, the portion of the property comprising personal
property and disposed in the ordinary course shall not be treated as a transaction resulting in the
receipt of cash or other compensation.  For purposes hereof, the City shall not be obligated to
comply with this covenant if it obtains an opinion that such failure to comply will not adversely
affect the excludability for federal income tax purposes from gross income of the interest.

(f)  Written Procedures.  Unless superseded by another action of the City, to ensure
compliance with the covenants contained herein regarding private business use, remedial actions,
arbitrage and rebate, the City Council hereby adopts and establishes the instructions attached hereto
as Exhibit B as the City's written procedures.
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(g)  Reimbursement.  This Ordinance is intended to satisfy the official intent requirements
set forth in section 1.150-2 of the Treasury Regulations.

SECTION FIFTEEN.  CONTINUING DISCLOSURE UNDERTAKING.  On the basis
of the private placement exception to the continuing disclosure requirements set forth in SEC Rule
15c2-12 (the "Rule"), 17 CFR 240.15c2-12, the City has not and does not undertake to provide
continuing information about its financial condition, results of operation or other data subsequent
to the issuance of the Certificates of Obligation.  Notwithstanding the foregoing, the City covenants
to comply with requirements for continuing disclosure on an ongoing basis substantially in the
manner required by the Rule and determined as if the Texas Water Development Board was a
"participating underwriter" with the meaning of the Rule, such continuing disclosure undertaking
being for the benefit of the Texas Water Development Board and the beneficial owner of the
Certificates of Obligation if the Texas Water Development Board sells or otherwise transfers any
of the Certificates of Obligation and the beneficial owners of the Texas Water Development Board's
bonds if the City is an obligated person with respect to the Texas Water Development Board's bonds
under the Rule.  On that basis, the City hereby agrees to provide continuing disclosure as set forth
below: 

(a)  Definitions. As used in this Section, the following terms have the meanings ascribed to
such terms below:

"EMMA" means the Electronic Municipal Market Access system being established by the
MSRB.

"MSRB" means the Municipal Securities Rulemaking Board.

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

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

(b)  Annual Reports.  The City shall provide annually to the MSRB through EMMA within
six months after the end of each fiscal year ending in or after 2018, financial information and
operating data with respect to the City of the general type included in the final Official Statement
related to the City's Combination Tax and Revenue Certificates of Obligation, Series 2016, being
the information described in Exhibit C hereto as the "Annual Operating Report."  Additionally,
within six months after the end of each fiscal year, the City will provide financial statements of the
City (the "Financial Statements") which shall be (1) prepared in accordance with the accounting
principles described in Exhibit C hereto, or such other accounting principles as the City may be
required to employ from time to time pursuant to state law or regulation, and (2) audited, if the City
commissions an audit of such Financial Statements and the audit is completed within the period
during which they must be provided.  If the audit of such Financial Statements is not complete
within such period, then the City shall provide (1) unaudited Financial Statements for such fiscal
year within such six month period, and (2) audited Financial Statements for the applicable fiscal year
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to the MSRB through EMMA when and if the audit report on such Financial Statements become
available.

If the City changes its fiscal year, it will notify the MSRB through EMMA of the date of the
new fiscal year end prior to the next date by which the City otherwise would be required to provide
financial information and operating data pursuant to this paragraph (b).

The financial information and operating data to be provided pursuant to this paragraph (b)
may be set forth in full in one or more documents or may be included by specific reference to any
document (including an official statement or other offering document, if it is available from the
MSRB) that theretofore has been provided to the MSRB through EMMA or filed with the SEC.

(c)  Event Notices.  

(i) The City shall notify the MSRB through EMMA in an electronic format as
prescribed by the MSRB, in a timely manner (but not in excess of ten business days after the
occurrence of the event) of any of the following events with respect to the Certificates of
Obligation, if such event is material within the meaning of the federal securities laws:

1. Non-payment related defaults;

2. Modifications to rights of holders;

3. Redemption calls;

4. Release, substitution, or sale of property securing repayment of the
Certificates of Obligation;

5. The consummation of a merger, consolidation, or acquisition involving an
obligated person or the sale of all or substantially all of the assets of the
obligated person, other than in the ordinary course of business, the entry into
a definitive agreement to undertake such an action or the termination of a
definitive agreement relating to any such actions, other than pursuant to its
terms; and

6. Appointment of a successor or additional trustee or the change of name of a
trustee.

(ii) The City shall notify the MSRB through EMMA in an electronic format as
prescribed by the MSRB, in a timely manner (but not in excess of ten business days after the
occurrence of the event) of any of the following events with respect to the Certificates of
Obligation, without regard to whether such event is considered material within the meaning
of the federal securities laws:
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1. Principal and interest payment delinquencies;

2. Unscheduled draws on debt service reserves reflecting financial difficulties;

3. Unscheduled draws on credit enhancements reflecting financial difficulties;

4. Substitution of credit or liquidity providers, or their failure to perform;

5. Adverse tax opinions or the issuance by the Internal Revenue Service of
proposed or final determinations of taxability, Notices of Proposed Issue
(IRS Form 5701–TEB) or other material notices or determinations with
respect to the tax status of the Certificates of Obligation, or other events
affecting the tax status of the Certificates of Obligation;

6. Tender offers;

7. Defeasances;

8. Rating changes; and

9. Bankruptcy, insolvency, receivership or similar event of an obligated person.

(iii) The City shall notify the MSRB through EMMA, in a timely manner, of any
failure by the City to provide financial information or operating data in accordance with
subsection (b) of this Section by the time required by such subsection. 

(d)  Limitations, Disclaimers, and Amendments.  The City shall be obligated to observe and
perform the covenants specified in this Section for so long as, but only for so long as, the City
remains an "obligated person" with respect to the Certificates of Obligation within the meaning of
the Rule, except that the City in any event will give notice of any deposit made in accordance with
Section 11 of this Ordinance that causes Certificates of Obligation no longer to be outstanding.  

The provisions of this Section are for the sole benefit of the holders and beneficial owners
of the Certificates of Obligation, and nothing in this Section, express or implied, shall give any
benefit or any legal or equitable right, remedy, or claim hereunder to any other person.  The City
undertakes to provide only the financial information, operating data, financial statements, and
notices which it has expressly agreed to provide pursuant to this Section and does not hereby
undertake to provide any other information that may be relevant or material to a complete
presentation of the City's financial results, condition, or prospects or hereby undertake to update any
information provided in accordance with this Section or otherwise, except as expressly provided
herein.  The City does not make any representation or warranty concerning such information or its
usefulness to a decision to invest in or sell Certificates of Obligation at any future date.
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UNDER NO CIRCUMSTANCES SHALL THE COUNTY BE LIABLE TO THE HOLDER
OR BENEFICIAL OWNER OF ANY CERTIFICATE OF OBLIGATION OR ANY OTHER
PERSON, IN CONTRACT OR TORT, FOR DAMAGES RESULTING IN WHOLE OR IN PART
FROM ANY BREACH BY THE COUNTY, WHETHER NEGLIGENT OR WITHOUT FAULT
ON ITS PART, OF ANY COVENANT SPECIFIED IN THIS SECTION, BUT EVERY RIGHT
AND REMEDY OF ANY SUCH PERSON, IN CONTRACT OR TORT, FOR OR ON ACCOUNT
OF ANY SUCH BREACH SHALL BE LIMITED TO AN ACTION FOR MANDAMUS OR
SPECIFIC PERFORMANCE.

No default by the City in observing or performing its obligations under this Section shall
comprise a breach of or default under this Ordinance for purposes of any other provision of this
Ordinance.

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

The provisions of this Section may be amended by the City from time to time to adapt to
changed circumstances that arise from a change in legal requirements, a change in law, or a change
in the identity, nature, status, or type of operations of the City, but only if (1) the provisions of this
Section, as so amended, would have permitted an underwriter to purchase or sell Certificates of
Obligation in the primary offering of the Certificates of Obligation in compliance with the Rule,
taking into account any amendments or interpretations of the Rule since such offering as well as
such changed circumstances and (2) either (a) the holders of a majority in aggregate principal
amount (or any greater amount required by any other provision of this Ordinance that authorizes
such an amendment) of the outstanding Certificates of Obligation consent to such amendment or (b)
a person that is unaffiliated with the City (such as nationally recognized bond counsel) determined
that such amendment will not materially impair the interest of the holders and beneficial owners of
the Certificates of Obligation.  The City may also amend or repeal the provisions of this continuing
disclosure agreement if the SEC amends or repeals the applicable provision of the Rule or a court
of final jurisdiction enters judgment that such provisions of the Rule are invalid, but only if and to
the extent that the provisions of this sentence would not prevent an underwriter from lawfully
purchasing or selling Certificates of Obligation in the primary offering of the Certificates of
Obligation.  If the City so amends the provisions of this Section, it shall include with any amended
financial information or operating data next provided in accordance with paragraph (b) of this
Section an explanation, in narrative form, of the reason for the amendment and of the impact of any
change in the type of financial information or operating data so provided.  

SECTION SIXTEEN.   SALE AND DELIVERY OF THE CERTIFICATES OF
OBLIGATION.  The Certificates of Obligation are hereby sold and shall be delivered to the TEXAS

WATER DEVELOPMENT BOARD in accordance with the rules and regulations of the Texas Water
Development Board for a total purchase price of par and no accrued interest.  In satisfaction of
Section 1201.022(a)(3), Texas Government Code, and upon consultation with the City's Financial
Advisor, the City Council hereby determines that the final terms of the Certificates of Obligation
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as set forth in this Ordinance are in the City's best interests.  The Certificates of Obligation initially
shall be registered in the name of the TEXAS WATER DEVELOPMENT BOARD.

SECTION SEVENTEEN.  APPROVAL OF ESCROW AGREEMENT; DEPOSIT OF
PROCEEDS.  Concurrently with the initial delivery of the Certificates of Obligation, the City shall
deposit [$5,000,000] (less the related origination fee to be retained by the Texas Water Development
Board) of the proceeds of the Certificates of Obligation into an escrow fund established with U.S.
BANK NATIONAL ASSOCIATION (the "Escrow Agent") pursuant to an Escrow Agreement between
the City and the Escrow Agent, in substantially the form attached hereto as Exhibit D.  The Escrow
Agreement, which will govern the periodic disbursement of such proceeds of the Certificates of
Obligation upon approval of the Texas Water Development Board, is hereby approved in
substantially final form, and the Mayor is hereby authorized, for and on behalf of the City, to
approve any changes in the Escrow Agreements from the form attached hereto and to execute the
Escrow Agreement in final form.  All funds on deposit in the escrow fund which are approved by
the Texas Water Development Board to be transferred to the City in order to pay eligible project
costs (instead of the Escrow Agent paying such project costs directly from the escrow funds to the
appropriate vendor or service provider) shall be deposited by the City into the "18-106 Account" of
the Construction Fund, which is hereby authorized to be created.  Funds on deposit in the
Construction Fund (i) may be invested from time to time in the manner provided by Section 9 of this
Ordinance,  and (ii) shall be continuously secured by a valid pledge of direct obligations of the
United States of America or other collateral meeting the requirements of the Public Funds Collateral
Act, Chapter 2257, Texas Government Code, as amended.

In satisfaction of the condition imposed in paragraph 7 of the TWDB Resolution, the City
shall use any proceeds from the Certificates of Obligation that are determined to be remaining
unused funds, which are those funds unspent after the original approved Projects is completed, for
enhancements to the original Projects that are explicitly approved by the Executive Administrator
of the Texas Water Development Board or, if no enhancements are so authorized, the City shall
submit a final accounting and disposition of any unused funds.

Additionally, in satisfaction of the condition imposed in paragraph 8 of the TWDB
Resolution, any proceeds of the Certificates of Obligation remaining on deposit in the escrow fund
and the 18-106 Account of the Construction Fund upon completion of the Projects and completion
of a final accounting, shall be used for any of the following purposes as approved by the City and
the Executive Administrator of the Texas Water Development Board: (i) to redeem, in inverse
annual order, the outstanding Certificates of Obligation owned by the Texas Water Development
Board; (ii)  to deposit into the Interest and Sinking Fund for the payment of interest or principal on
the Certificates of Obligation owned by the Texas Water Development Board; or (iii) deposit into
a reserve fund, if applicable.

SECTION EIGHTEEN.  FINAL ACCOUNTING.  In accordance with 31 TAC
371.70(2)(N) and 31 TAC 371.85, the City shall render a final accounting to the Texas Water
Development Board in reference to the total cost incurred by the City for the Project being financed
by the City with proceeds of the Certificates of Obligation together with a copy of "as built" plans
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of the Project pursuant to 31 TAC 371.83.  If the Project as finally completed is built at a total cost
less than the amount of available funds for building the Project, or if the Executive Administrator
of the Texas Water Development Board disapproves construction of any portion of the Project as
not being in accordance with the plans and specifications, the City agrees to immediately, with filing
of the final accounting, return to the Texas Water Development Board the amount of any such
excess and/or the cost determined by the Executive Administrator of the Texas Water Development
Board relating to the parts of the Project not built in accordance with the plans and specifications,
to the nearest multiple of the authorized denominations for the Certificates of Obligation, upon the
surrender and cancellation of a like amount of such Certificates of Obligation held by the Texas
Water Development Board in inverse order of their stated maturities.  In determining the amount of
available funds for building the Project, the City agrees to account for all amounts deposited to the
credit of the Construction Fund, including all loan funds extended by the Texas Water Development
Board, if any, all other funds available for the Project as described in the project engineer's or fiscal
representative's sufficiency of funds statement, and all interest earned by the City on money in the
Construction Fund.

SECTION NINETEEN.  COMPLIANCE WITH THE RULES AND REGULATIONS
OF, AND WITH SPECIFIC COVENANTS REQUIRED BY, THE TEXAS WATER
DEVELOPMENT BOARD.  

(a) Compliance with Rules and Regulations of the Texas Water Development Board.  As
required by 31 TAC 371.31(b)(2)(E), the City covenants to comply with all applicable federal laws,
rules, and regulations as well as the laws of the State of Texas and the rules and regulations of the
Texas Water Development Board.

(b) Exercise of Remedies.  In satisfaction of the condition imposed in paragraph 9 of the
TWDB Resolution, the TWDB may exercise all remedies available to it in law or equity, and any
provision of the Certificates of Obligation that restricts or limits the TWDB's full exercise of such
remedies shall be of no force and effect. 

(c) Proceeds to Certificates of Obligation to be Held at a Designated State Depository.
In satisfaction of the condition imposed in paragraph 10 of the TWDB Resolution, and
notwithstanding anything to the contrary set forth in this Ordinance including specifically Section
8 hereof, the proceeds of the Certificates of Obligation shall be held at a designated state depository
institution or other properly chartered and authorized institution in accordance with the Public Funds
Investment Act, Government Code, Chapter 2256, and the Public Funds Collateral Act, Government
Code, Chapter 2257.

(d) Prohibition on Use of Proceeds Related to Contaminated Soil; Indemnification.  In
satisfaction of the condition imposed in paragraph 11 of the TWDB Resolution, no proceeds of the
Certificates of Obligation shall be used by the City for the purpose of paying for sampling, testing,
removing or disposing of contaminated soils and/or media at the project site.  To the extent
permitted by law, the City hereby agrees to indemnify, hold harmless and protect the Texas Water
Development Board from any and all claims, causes of action or damages to the person or property
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of third parties arising from the sampling, analysis, transport, storage, treatment and disposition of
any contaminated sewage sludge, contaminated sediments and/or contaminated media that may be
generated by the City, its contractors, consultants, agents, officials and employees as a result of
activities relating to the project.

(e)  No Acquisition of Source Series Bonds.  In satisfaction of the condition imposed in
paragraph 26 of the TWDB Resolution, neither the City nor a related party thereto will acquire any
of the Texas Water Development Board's "Source Series Bonds" in an amount related to the amount
of the Certificates of Obligation to be acquired from the City by the Texas Water Development
Board.

(f)  Outlay Reports.  In satisfaction of the condition imposed in paragraph 27 of the TWDB
Resolution, City shall submit outlay reports with sufficient documentation on costs on a quarterly
or monthly basis in accordance with Texas Water Development Board outlay report guidelines.

(g)  Compliance with Davis-Bacon Act Provisions.  In satisfaction of the condition imposed
in paragraph 28 of the TWDB Resolution, City covenants that all laborers and mechanics employed
by contractors and subcontractors for projects financed with proceeds of the Certificates of
Obligation shall be paid wages at rates not less than those prevailing on projects of a similar
character in the City in accordance with the federal Davis-Bacon Act, and the U.S. Department of
Labor's implementing regulations.  The City and all contractors and sub-contractors employed by
the City shall ensure that all project contracts mandate compliance with Davis-Bacon.  All contracts
and subcontracts for the construction of the project carried out in whole or in part with financial
assistance made available as provided herein shall insert in full in any contract in excess of $2,000
the contracts clauses as provided by the Texas Water Development Board.

(h)  Compliance with Federal Funding Accountability and Transparency Act; DUNS
Number; SAM.  In satisfaction of the condition imposed in paragraph 29 of the TWDB Resolution,
the City shall provide the Texas Water Development Board with all information required to be
reported in accordance with the Federal Funding Accountability and Transparency Act of 2006, Pub.
L. 109-282, as amended by Pub. L. 110-252, and the City shall obtain a Data Universal Numbering
System (DUNS) Number and shall register with System for Award Management (SAM), and
maintain current registration at all times during which the Certificates of Obligation are outstanding.

(i)  Timely Use of Proceeds.  In satisfaction of the condition imposed in paragraph 30 of the
TWDB Resolution, all proceeds of the Certificates of Obligation will be timely and expeditiously
used, as required by 40 CFR § 35.3135(d), and the City will adhere to a project schedule approved
by the Executive Administrator of the Texas Water Development Board which shall not be altered
except for good cause shown and only with the written approval of the Executive Administrator.

(j) Use of Iron and Steel Products.  In satisfaction of the condition imposed in paragraph 31
of the TWDB Resolution, the City will abide by all applicable construction contract requirements
related to the use of iron and steel products produced in the United States, as required by 31 TAC
§371.4 and related State Revolving Fund Policy Guidelines;
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(k)  Maintenance of Projects Accounts.  In satisfaction of the condition imposed in paragraph
31 of the TWDB Resolution, the City will comply with the requirements set forth in 33 U.S.C. §
1382 et seq. related to maintaining project accounts containing financial assistance for planning,
design, acquisition, or construction, as applicable, in accordance with generally accepted accounting
principles (GAAP).  These standards and principles also apply to the reporting of underlying
infrastructure assets.

(l)  Useful Life Schedule and Average Weighted Maturity Certification.  In satisfaction of the
condition imposed in paragraph 32 of the TWDB Resolution, the City will submit, prior to the
release of funds, a schedule of the useful life of the project components prepared by an engineer as
well as a certification by the City that the average weighted maturity of the obligations purchased
by the TWDB does not exceed 120% of the average estimated useful life of the Projects, as
determined by the schedule.

(m)  Payment of Origination Fee.  In satisfaction of the condition imposed in paragraph 33
of the TWDB Resolution, prior to or concurrent with the closing and delivery of the Certificates of
Obligation, the City covenants and agrees that it will pay an origination fee to the Texas Water
Development Board in the amount of $105,240.00 (which amount is equal to 2.15% of the principal
amount of the Certificates of Obligation calculated pursuant to 31 TAC Chapter 371).

(n)  Records and Accounts; Annual Audit.  The City covenants that (i) as required by 31 TAC
371.70(a)(2)(L), it will keep current, accurate and complete records and accounts in accordance with
generally accepted accounting principles necessary to demonstrate compliance with financial
assistance-related legal and contractual provisions, and (ii) as required by 31 TAC 371.70(a)(2)(M),
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 in accordance with generally accepted
auditing standards, and will furnish a copy thereof, within 180 days of the end of such fiscal year,
to the Texas Water Development Board, Attention: Executive Administrator.

(o) Maintenance of Insurance on the City's Waterworks and Sewer System to Protect
Interests of the TWDB.  The City covenants that, as required by 31 TAC 371.70(a)(2)(J), it will
obtain and maintain insurance coverage on the City's Waterworks and Sewer System in an amount
sufficient to protect the Board's interest in the project being financed with proceeds of the
Certificates of Obligation.

SECTION TWENTY.  AUTHORITY FOR OFFICERS TO EXECUTE DOCUMENTS
AND APPROVE CHANGES.  The Mayor, Mayor Pro-Tem, City Secretary, City Manager and
Director of Finance of the City, and all other officers, employees, and agents of the City, and each
of them, shall be and they are hereby expressly authorized, empowered, and directed from time to
time and at any time to do and perform all such acts and things and to execute, acknowledge, and
deliver in the name and under the corporate seal and on behalf of the City all such instruments,
whether or not herein mentioned, as may be necessary or desirable in order to carry out the terms
and provisions of this Ordinance, the Certificates of Obligation, the sale of the Certificates of
Obligation, the Official Statement, the Purchase Contract, and the Paying Agent/Registrar
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Agreement.  In addition, prior to the initial delivery of the Certificates of Obligation, the Mayor,
Mayor Pro-Tem, City Secretary, City Manager, Director of Finance, the City Attorney and Bond
Counsel are hereby authorized and directed to approve any technical changes or correction to this
Ordinance or to any of the instruments authorized and approved by this Ordinance necessary in order
to (i) correct any ambiguity or mistake or properly or more completely document the transactions
contemplated and approved by this Ordinance and as described in the Official Statement, (ii) obtain
a rating from any of the national bond rating agencies or satisfy any requirements of the provider
of a municipal bond insurance policy, if any, (iii) satisfy requirements of the Texas Water
Development Board, or (iv) obtain the approval of the Certificates of Obligation by the Attorney
General's office.  In case any officer whose signature shall appear on any Certificate of Obligation
shall cease to be such officer before the delivery of such Certificate of Obligation, such signature
shall nevertheless be valid and sufficient for all purposes the same as if such officer had remained
in office until such delivery.  The Director of Finance of the City is further authorized to pay to the
Attorney General of Texas prior to the delivery of the Certificates of Obligation, for the Attorney
General's review of the transcript of proceedings related to the Certificates of Obligation, the amount
required pursuant to Section 1202.004, Texas Government Code, as amended.

SECTION TWENTY-ONE.  ORDINANCE A CONTRACT; AMENDMENTS.  This
Ordinance shall constitute a contract with the Registered Owners of the Certificates of Obligation,
binding on  the City and its successors and assigns, and shall not be amended or repealed by the City
as long as any Certificate of Obligation remains outstanding except as permitted in this Section.  The
City may, without the consent of or notice to any Registered Owners, amend, change, or modify this
Ordinance as may be required (i) by the provisions hereof, (ii) for the purpose of curing any
ambiguity, inconsistency, or formal defect or omission herein, or (iii) in connection with any other
change which is not to the prejudice of the Registered Owners.  The City may, with the written
consent of the Registered Owners of a majority in aggregate principal amount of the Certificates of
Obligation then outstanding affected thereby, amend, change, modify, or rescind any provisions of
this Ordinance; provided that without the consent of all of the Registered Owners affected, no such
amendment, change, modification, or rescission shall (i) extend the time or times of payment of the
principal of and interest on the Certificates of Obligation, reduce the principal amount thereof or the
rate of interest thereon, (ii) give any preference to any Certificate of Obligation over any other
Certificate of Obligation, (iii) extend any waiver of default to subsequent defaults, or (iv) reduce the
aggregate principal amount of Certificates of Obligation required for consent to any such
amendment, change, modification, or rescission.  Whenever the City shall desire to make any
amendment or addition to or rescission of this Ordinance requiring consent of the Registered
Owners, the City shall cause notice of the amendment, addition, or rescission to be sent by first class
mail, postage prepaid, to the Registered Owners at the respective addresses shown on the
Registration Books.  Whenever at any time within one year after the date of the giving of such
notice, the City shall receive an instrument or instruments in writing executed by the Registered
Owners of a majority in aggregate principal amount of the Certificates of Obligation then
outstanding affected by any such amendment, addition, or rescission requiring the consent of the
Registered Owners, which instrument or instruments shall refer to the proposed amendment,
addition, or rescission described in such notice and shall specifically consent to and approve the
adoption thereof in substantially the form of the copy thereof referred to in such notice, thereupon,
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but not otherwise, the City may adopt such amendment, addition, or rescission in substantially such
form, except as herein provided.  No Registered Owner may thereafter object to the adoption of such
amendment, addition, or rescission, or to any of the provisions thereof, and such amendment,
addition, or rescission shall be fully effective for all purposes.

SECTION TWENTY-TWO.  REMEDIES IN EVENT OF DEFAULT.  In addition to all
the rights and remedies provided by the laws of the State of Texas, it is specifically covenanted and
agreed particularly that in the event the City (i) defaults in the payment of the principal, premium,
if any, or interest on the Certificates of Obligation, (ii) defaults in the deposits and credits required
to be made to the Interest and Sinking Fund, or (iii) defaults in the observance or performance of
any other of the covenants, conditions or obligations set forth in this Ordinance and the continuation
thereof for 30 days after the City has received written notice of such defaults, the Holders of any of
the Certificates of Obligation shall be entitled to seek a writ of mandamus issued by a court of
proper jurisdiction compelling and requiring the governing body of the City and other officers of
the City to observe and perform any covenant, condition or obligation prescribed in this 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 herein provided shall be cumulative of all other existing
remedies, and the specification of such remedy shall not be deemed to be exclusive.

SECTION TWENTY-THREE. INTERESTED PARTIES.  Nothing in this Ordinance
expressed or implied is intended or shall be construed to confer upon, or to give to, any person or
entity, other than the City, the Underwriters and the registered owners of the Certificates of
Obligation, any right, remedy or claim under or by reason of this Ordinance or any covenant,
condition or stipulation hereof, and all covenants, stipulations, promises and agreements in this
Ordinance contained by and on behalf of the City shall be for the sole and exclusive benefit of the
City, the Underwriters and the registered owners of the Certificates of Obligation.

SECTION TWENTY-FOUR. APPROPRIATION TO PAY PRINCIPAL AND
INTEREST.  The City Council hereby finds that there are sufficient funds available to pay the
principal and interest on the Certificates of Obligation coming due on [August] 15, 2019, and hereby
directs the Director of Finance to transfer on or before such date available funds to the Interest and
Sinking Fund in an amount sufficient to pay such principal and interest coming due on such dates.

SECTION TWENTY-FIVE.  INCORPORATION OF RECITALS.  The City hereby
finds that the statements set forth in the recitals of this Ordinance are true and correct, and the City
hereby incorporates such recitals as a part of this Ordinance.

SECTION TWENTY-SIX.  SEVERABILITY.  If any provision of this Ordinance or the
application thereof to any circumstance shall be held to be invalid, the remainder of this Ordinance
and the application thereof to other circumstances shall nevertheless be valid, and this governing
body hereby declares that this Ordinance would have been enacted without such invalid provision.
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SECTION TWENTY-SEVEN.  EFFECTIVE DATE.  Pursuant to the provisions of
Section 1201.028, Texas Government Code, this Ordinance shall become effective immediately after
its adoption by the City Council.

[The remainder of this page left blank intentionally.]
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PASSED AND APPROVED BY THE CITY COUNCIL OF THE CITY OF
KERRVILLE, TEXAS AT A REGULAR MEETING ON THE 13TH DAY OF NOVEMBER,
2018, AT WHICH MEETING A QUORUM WAS PRESENT.

__________________________________
Bill Blackburn, Mayor

ATTEST:

____________________________________
Cheryl Brown, Interim City Secretary

APPROVED AS TO FORM:

_____________________________
Michael C. Hayes, City Attorney

(CITY SEAL)
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EXHIBIT A

FORM OF PAYING AGENT/REGISTRAR AGREEMENT

THE PAYING AGENT/REGISTRAR AGREEMENT IS OMITTED AT THIS POINT 

AS IT APPEARS IN EXECUTED FORM ELSEWHERE IN THIS TRANSCRIPT.
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EXHIBIT B

WRITTEN PROCEDURES RELATING TO 
CONTINUING COMPLIANCE WITH FEDERAL TAX COVENANTS

A. Arbitrage.   With respect to the investment and expenditure of the proceeds of the
Certificates, the City's chief financial officer (the "Responsible Person"), which currently is the
City's Director of Finance, will:

(i) instruct the appropriate person or persons that the construction, renovation or
acquisition of the facilities must proceed with due diligence and that binding
contracts for the expenditure of at least 5%of the proceeds of the Certificates will be
entered into within six (6) months of the date of delivery of the Certificates (the
"Issue Date");

(ii) monitor that at least 85% of the proceeds of the Certificates to be used for the
construction, renovation or acquisition of any facilities are expended within three (3)
years of the Issue Date;

(iii) restrict the yield of the investments to the yield on the Certificates after three (3)
years of the Issue Date;

(iv) monitor all amounts deposited into a sinking fund or funds (e.g., the Interest and
Sinking Fund), to assure that the maximum amount invested at a yield higher than
the yield on the Certificates does not exceed an amount equal to the debt service on
the Certificates in the succeeding 12 month period plus a carryover amount equal to
one-twelfth of the principal and interest payable on the Certificates for the
immediately preceding 12-month period;

(v) ensure that no more than 50% of the proceeds of the Certificates are invested in an
investment with a guaranteed yield for 4 years or more;

(vi) maintain any official action of the City (such as a reimbursement resolution) stating
its intent to reimburse with the proceeds of the Certificates any amount expended
prior to the Issue Date for the acquisition, renovation or construction of the facilities;

(vii) ensure that the applicable information return (e.g., IRS Form 8038-G, 8038-GC, or
any successor forms) is timely filed with the IRS; and

  
(viii) assure that, unless excepted from rebate and yield restriction under section 148(f) of

the Code, excess investment earnings are computed and paid to the U.S. government
at such time and in such manner as directed by the IRS (A) at least every 5 years
after the Issue Date and (B) within 30 days after the date the Certificates are retired.
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B. Private Business Use.  With respect to the use of the facilities financed or refinanced
with the proceeds of the Certificates the Responsible Person will:

(i) monitor the date on which the facilities are substantially complete and available to
be used for the purpose intended;

 
(ii) monitor whether, at any time the Certificates are outstanding, any person, other than

the City, the employees of the City, the agents of the City or members of the general
public has any contractual right (such as a lease, purchase, management or other
service agreement) with respect to any portion of the facilities;

(iii) monitor whether, at any time the Certificates are outstanding, any person, other than
the City, the employees of the City, the agents of the City or members of the general
public has a right to use the output of the facilities (e.g., water, gas, electricity);

(iv) monitor whether, at any time the Certificates are outstanding, any person, other than
the City, the employees of the City, the agents of the City or members of the general
public has a right to use the facilities to conduct or to direct the conduct of research;

(v) determine whether, at any time the Certificates are outstanding, any person, other
than the City, has a naming right for the facilities or any other contractual right
granting an intangible benefit;

(vi) determine whether, at any time the Certificates are outstanding, the facilities are sold
or otherwise disposed of;  and

(vii) take such action as is necessary to remediate any failure to maintain compliance with
the covenants contained in the Ordinance related to the public use of the facilities.

  
C. Record Retention.  The Responsible Person will maintain or cause to be maintained

all records relating to the investment and expenditure of the proceeds of the Certificates and the use
of the facilities financed or refinanced thereby for a period ending three (3) years after the complete
extinguishment of the Certificates.  If any portion of the Certificates is refunded with the proceeds
of another series of tax-exempt obligations, such records shall be maintained until the three (3) years
after the refunding obligations are completely extinguished.  Such records can be maintained in
paper or electronic format.
 

D. Responsible Person.  The Responsible Person shall receive appropriate training
regarding the City's accounting system, contract intake system, facilities management and other
systems necessary to track the investment and expenditure of the proceeds and the use of the
facilities financed or refinanced with the proceeds of the Certificates.  The foregoing
notwithstanding, the Responsible Person is authorized and instructed to retain such experienced
advisors and agents as may be necessary to carry out the purposes of these instructions.



EXHIBIT C

DESCRIPTION OF ANNUAL FINANCIAL INFORMATION

The following information is referred to in Section 15 of this Ordinance.

Annual Financial Statements and Operating Data

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

1. The annual audited financial statements of the City or the unaudited financial
statements of the City in the event audited financial statements are not completed within six months
after the end of any fiscal year.

2. All quantitative financial information and operating data with respect to the City of
the general type included in Appendix A of the Official Statement related to the City's Combination
Tax and Revenue Certificates of Obligation, Series 2016 under Tables 1 through 6 and 8 through
15 (referred to in Section 15 of this Ordinance as the "Annual Operating Report") within six months
after the end of any fiscal year.

Accounting Principles

The accounting principles referred to in such Section are the accounting principles described
in the notes to the financial statements referred to in paragraph 1 above.



EXHIBIT D

FORM OF ESCROW AGREEMENT

THE ESCROW AGREEMENT IS OMITTED AT THIS POINT 

AS IT APPEARS IN EXECUTED FORM ELSEWHERE IN THIS TRANSCRIPT.



Project & Funding Calendar
Date Activity
03/27/18 Council approves resolution authorizing TWDB funding application (Legion Lift)
04/20/18 Legion Lift funding application submitted to TWDB
04/24/18 Council approves resolution authorizing TWDB funding application (TTHM)
06/12/18 Council approves $2M EIC funding agreement for Legion Lift
06/22/18 TTHM funding application submitted to TWDB
09/12/18 TWDB notified City that both applications have been approved
09/25/18 Resolution authorizing publication
10/03/18 First publication of notice of intention to issue debt
10/10/18 Second publication of notice of intention to issue debt
11/06/18 TWDB sets interest rates
11/13/18 Ordinances authorizing issuance of debt

12/06/18 Debt closing
Dec 2018 Award bids - both projects
Jan 2019 Construction begins on both projects. Completion expected by early 2020.



11/9/2018 10:52 AM

Legion Lift TTHM CIP CIP
2018 2019 2023 2027 Total Total W&S 35% of 

$8.0/2.29%  
30 yr TWDB

$5.0/2.25%  
30 yr TWDB

$10.0/3.0% $4.0/4.0%
New Debt 

Service
Annual Debt 

Service
Revenue 
Forecast

Revenue Limit

2019 112,563          66,969            179,532          3,745,583      3,925,115      12,528,732      4,385,056        459,941        
2020 162,742          101,823          264,565          3,965,203      4,229,768      13,085,217      4,579,826        350,058        
2021 167,742          231,784          399,526          3,697,477      4,097,003      13,373,601      4,680,760        583,758        
2022 377,696          230,596          608,292          3,709,834      4,318,126      13,582,149      4,753,752        435,627        
2023 375,503          234,286          333,333          943,122          3,720,483      4,663,605      13,795,827      4,828,539        164,934        
2024 378,116          232,802          481,400          1,092,318      3,810,426      4,902,744      14,217,269      4,976,044        73,300           
2025 375,454          231,178          672,350          1,278,982      3,793,786      5,072,768      14,553,961      5,093,886        21,118           
2026 377,572          234,414          692,706          1,304,692      3,758,122      5,062,814      14,900,664      5,215,232        152,418        
2027 374,377          232,428          695,556          214,111          1,516,472      3,730,533      5,247,005      15,257,710      5,340,198        93,194           
2028 375,912          235,267          670,750          294,000          1,575,929      3,715,694      5,291,623      15,625,443      5,468,905        177,283        

Assumptions:
1.  Water rate increases:
   FY2019 - 4%
   FY2020 - 6%
2.  Sewer rate increases:
   FY2019 - 2%
   FY2020 - 2%
   FY2021 - 2%
3.  Assumes $2M cash funding of Legion Lift Station project from EIC

Debt Service Model - Water and Sewer Fund 
Debt Capacity Analysis 

Year

REVENUE
Existing 

Annual Debt 
Service

Remaining 
Capacity



TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: Ordinance No. 2018-32 amending Chapter 2, “Administration,” Article IV 
“Boards and Commissions” of the Code of Ordinances of the City of 
Kerrville, Texas, by adding a new Section 2-91, to create a Senior Services 
Advisory Committee; providing the functions of said committee; containing 
a cumulative clause; containing a savings and severability clause; and 
providing other matters relating to this subject.

AGENDA DATE OF: 11/13/2018 DATE SUBMITTED: 10/29/2018

SUBMITTED BY:  Cheryl Brown
Interim City Secretary

EXHIBITS: Ordinance No. 2018-32

Expenditure 
Required:

Current Balance in 
Account:

Amount Budgeted:
Account Number:

$0 N/A N/A N/A

PAYMENT TO BE MADE TO: N/A

Kerrville 2050 Item? Yes:⊠ No: ☐
Key Priority Area C-Community and Neighborhood Character/Placemaking
Guiding Principle C3 Promote the use of inclusive processes to capture the 

voices of the citizenry in decision making.
Action Item N/A

SUMMARY STATEMENT:

This Ordinance was approved on first reading on October 23, 2018, with minor revisions. 
Those revisions were made pursuant to City Council’s request.

RECOMMENDED ACTION:

Approve Ordinance No. 2018-32 on second and final reading.









TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: Authorize execution of a construction contract for the Water Treatment 
Plant Clarifier Rehab with Keystone Construction in the amount of 
$796,000.00.

AGENDA DATE OF: 11/13/2018 DATE SUBMITTED: 11/7/2018

SUBMITTED BY: Kyle Burow
Director of Engineering

EXHIBITS: WTP Clarifier Rehab_Received Bids
WTP Clarifier Rehab_Recommendation Letter

Expenditure 
Required:

Current Balance in 
Account:

Amount Budgeted:
Account Number:

$796,000.00 $1,408,887.12 $1,500,000.00 71-7100-2500
Project: 71-17002

PAYMENT TO BE MADE TO: Keystone Construction
7100 Old Bee Caves Rd
Austin, TX 78735

Kerrville 2050 Item? Yes:⊠ No: ☐
Key Priority Area W - Water/Waste-Water/Drainage
Guiding Principle W1 - Develop and maintain long-range water plans that 

prioritize infrastructure needs and identify funding sources
Action Item N/A

SUMMARY STATEMENT:
The City of Kerrville has two water treatment plants, a Zenon Ultra Filtration Plant and a 
conventional water treatment plant. The current Water Master Plan ranked the
rehabilitation of the clarifier at the conventional water treatment plant the most important 
Water Treatment Plant (WTP) project over all. This project was first listed in the approved 
2015 Community Investment Plan, and the funding for the design, engineering, and 
construction of the project was approved by the City Council in the FY 2017 Budget. The 
clarifier is a critical component. When taken offline, the conventional plant will not produce 
water. The conventional plant treats approximately 80% of the City's drinking water and
has been in operation since the plant was built in 1979. Over the last 38 years many of
the metal components within the clarifier have become corroded and are now structurally 
damaged or have simply worn out. These parts are no longer available and must be 
manufactured or fabricated prior to replacement which increases the City's operating cost 
and the down time while the components are being made and installed.

In April 2017, the City hired Freese and Nichols, Inc. (FNI) to design and specify the 
installation of new hardware within the clarifier.  As part of the design process, information 
was provided by FNI pertaining to the delays due to the equipment purchase.  At the 
recommendation of FNI, the equipment procurement was separated to expedite the 



construction phase.  The equipment procurement was awarded to WesTech Engineering, 
Inc. in the July 24, 2018 meeting in the amount of $513,852.00. The recommendation to 
divide these was based on the lead time of the equipment which was 6-8 months from 
the approval of purchasing. The second package of the project entails the hiring of a 
general contractor to perform the construction phase consisting of installation of the 
equipment to be purchased, perform electrical work, and other essential items necessary 
to complete the project.  Design documents were completed and bids received November 
6, 2018 with Keystone Construction submitting the lone bid.  FNI and City staff evaluated 
the lone bid finding to be under the cost estimate and recommend awarding the contract
to Keystone Construction as the general contractor to complete the project in the amount 
of $796,000.00. The overall project was budgeted at $1.5 million, the total cost is 
$1,309,852.00.

RECOMMENDED ACTION:

Authorize execution of a construction contract with Keystone Construction.
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Base Bid

Keystone Construction √ √ √ $796,000.00

Project Name : WTP Clarifier Rehab

Engineering Number: PW#17-004

Bid Opening: November 6, 2018



10431 Morado Circle, Suite 300  �  Austin, Texas 78759  �  512-617-3100  �  fax  512-617-3101 www.freese.com  

 

 

November 8, 2018 

 

 

Kyle Burow, P.E. 

Director of Engineering 

City of Kerrville 

701 Main Street 

Kerrville, TX 78028 

 

Re: Water Treatment Plant Clarifier Rehabilitation 

 City of Kerrville Project No. 17-004 

 Recommendation of Award 

 

  

Dear Mr. Burow: 

 

The City of Kerrville received bids for the above referenced project on November 6, 2018 at 3:00 

p.m. at the City Secretary’s office. A total of one bid was received from Keystone Construction for 

a total bid amount of $796,000. Freese and Nichols’ estimate for the bid was $800,000. Based on 

a review of their submitted qualifications and our previous experience with their personnel, 

Keystone Construction appears to be qualified and capable of performing the work on this type of 

project. Therefore, based on this information, Freese and Nichols recommends that the City of 

Kerrville award the construction contract for this Project to Keystone Construction in the bid 

amount of $796,000. 

 

If you have any questions regarding this matter, please feel free to contact us. 

 

Sincerely, 

 

 

 

Mark Graves, P.E. 

Mark.Graves@Freese.com 

512-617-3193 

Freese and Nichols, Inc. 

 

 

 

 

11-8-2018



TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: Interlocal Agreement with South Central Planning and Development 
Commission for development services software.

AGENDA DATE OF: 11/13/2018 DATE SUBMITTED: 10/17/2018

SUBMITTED BY: Drew Paxton

EXHIBITS: Interlocal Agreement

Expenditure 
Required:

Current Balance in 
Account:

Amount Budgeted:
Account Number:

$41,259.96 $79,200 $79,200 Enter Account #.

PAYMENT TO BE MADE TO: South Central Planning and Development 
Commission

Kerrville 2050 Item? Yes:⊠ No: ☐
Key Priority Area F - Public Facilities and Services
Guiding Principle F1 -  Commit to maintaining high-quality, cost-effective public 

services and facilities consistent with anticipated growth and 
ensure cost-effective use and maintenance of these assets

Action Item F1.7 - Continue to evaluate Development Services processes
and enhance the consistency and timeliness of services.

SUMMARY STATEMENT:
Throughout the review of current Development Services processes, particularly the 
building permit process, one common concern was the access to information regarding 
the building permit applications and plan review process.  Through a Lean Six Sigma 
project, Trina Sanchez was able to identify multiple areas for improvement in many parts
of the process.  While some of these improvements have been put in place, one major 
setback for the departments is the permitting software. Additionally, Development 
Services has been working with a small group of development and building stakeholders 
to help identify areas and processes for improvement.  This group expressed a deep 
desire to have more access to the information and steps during the permitting process.

Development Services has been utilizing the current software, Incode 9, since 2008.  The 
software has undergone many updates and changes over the past decade, however 
those changes have not improved the process.  Now the parent company, Tyler 
Technologies, is pushing their focus away from Incode as a permitting program onto other 
platforms and in doing so has limited support and no longer offering updates to Incode 9. 

Knowing the limitations and lack of growth with the current software, Development 
Services staff and other departments began reviewing and demoing several permitting 
software programs within the past few months.  As staff began to check off the list of 



wants and needs of City departments and stakeholders, the review pointed towards one 
particular software group. 

The cost for this type of software varies substantially depending on the company, the 
number of modules offered, as well as the structure of fee schedules.  Some companies 
offer a flat yearly rate based on population while others offer fee schedules based on total 
number of permits per year. 

The South Central Planning and Development Commission (SCPDC), as their name 
indicates, is a regional planning organization in Louisiana.  SCPDC developed a software 
for their own use and over the last several years have been partnering with other 
communities to utilize the software.  This software set, known as My Government Online 
and the permitting module My Permit Now, allows users on both sides access to permits, 
plans, and inspections online and real time. Contractors and citizens can log in and 
receive updates on a permit or inspections 24/7.  Staff will be able to coordinate plan 
review, revisions, and inspections with multiple parties and departments at the same time.  
This type of access to the process will help improve communications with staff and 
contractors throughout the entire permitting process.

The My Government Online software offers all of the modules that the development 
stakeholders and staff are looking to utilize.  SCPDC uses a permit count for their fee 
structure and a levelized monthly billing. For the average number of permits in Kerrville, 
this is projected at $3,438.33 per month, or about $41,260 per year.  This software is 
more expensive per month than some other options, however SCPDC does not charge 
any start-up costs like the other options. 

SCPDC has partnered with several other Texas communities as well.  San Marcos, 
Leander, Georgetown, Dripping Springs, and Marble Falls are a few. 

My Permit Now is also set up for digital plan review and inspections.  Staff will no longer 
be limited by reviewing hard copies of plans in the office or in the field.  Inspections reports 
will update immediately and can be emailed to all parties involved. 

This software update will have an impact on several departments, not just Development 
Services. The building permit plan review process alone involves six departments: 
Building Services, Planning, Engineering, Public Works, Environmental Health, and Fire 
Marshals.  The modules within the software will directly impact four to five departments: 
Building Services, Planning, Code Enforcement, Environmental Health, and possibly 
some options for Engineering. 

Once contracted, the implementation process will take between three to six months. 
Development Services anticipates a “go live” date sometime in the spring of 2019. 

RECOMMENDED ACTION:
Approve the Interlocal Agreement. 





































TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: Amendments to Chapter 18 “Animals” of the Code of Ordinances

AGENDA DATE OF: 11/13/2018 DATE SUBMITTED: 11/7/2018

SUBMITTED BY: Councilmember Baroody

EXHIBITS: Current Chapter 18-37 “Impoundment”, and 18-72 “Restraining of 
animals” from the Code of Ordinances.

Expenditure 
Required:

Current Balance in 
Account:

Amount Budgeted:
Account Number:

N/A N/A N/A N/A

PAYMENT TO BE MADE TO: N/A

Kerrville 2050 Item? Yes: ☐ No:⊠
Key Priority Area N/A
Guiding Principle N/A

Action Item N/A
SUMMARY STATEMENT:

This item was requested by Councilmember Baroody

RECOMMENDED ACTION:











TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: Amendment to the City’s purchasing policy to prohibit award of a contract 
to any person or entity who is being investigated for, or has been convicted 
of, a felony.

AGENDA DATE OF: 11/13/2018 DATE SUBMITTED: 10/30/2018

SUBMITTED BY: Councilmember Baroody

EXHIBITS: Proposed amendment and existing purchasing policy.

Expenditure 
Required:

Current Balance in 
Account:

Amount Budgeted:
Account Number:

$0 N/A N/A N/A

PAYMENT TO BE MADE TO: N/A

Kerrville 2050 Item? Yes: ☐ No:⊠
Key Priority Area
Guiding Principle

Action Item
SUMMARY STATEMENT:

This item was requested by Councilmember Baroody.

RECOMMENDED ACTION:









TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: Financial update for Fiscal Year 2018, which ended September 30, 2018.

AGENDA DATE OF: 11/13/2018 DATE SUBMITTED: 11/8/2018

SUBMITTED BY: Amy Dozier, CFO

EXHIBITS: September 2018 financial summary

Expenditure 
Required:

Current Balance in 
Account:

Amount Budgeted:
Account Number:

N/A N/A N/A N/A

PAYMENT TO BE MADE TO: n/a

Kerrville 2050 Item? Yes: ☐ No:⊠
Key Priority Area N/A
Guiding Principle N/A

Action Item N/A
SUMMARY STATEMENT:

General Fund
Year to date through September 30, 2018, the General Fund has recorded revenues of 
$27.3 million compared to expenditures of $27.4 million. Notable activity includes: 

1. Sales tax ended the year $61K short of budget and up 3.6% compared to FY2017.  
On a cash basis, September sales tax was up 6.4% compared to September 2017.  
The increase was driven by a 5.5% increase in retail sales and a large increase in 
public administration due to a timing difference in KPUB’s payment. FY2019’s 
budget is 2.2% higher than FY2018 actual.

2. In September, the City recorded a $254K revenue from the Ambulance 
Supplemental Payment Program. This revenue was budgeted for FY2019, but it 
was received earlier than expected. The City intends to apply for the supplemental
payment again in FY2019, but depending on the availability of funding and the 
timing of the payment, the City may or may not receive another payment in 
FY2019.

3. Parks and Recreation revenue ended the year $79K better than budget primarily 
due to high occupancy rates at Kerrville-Schreiner Park.

4. Permit revenue ended the year $107K better than budget primarily due to building 
permits.

5. Interest revenue ended the year $110K better than budget due to rising interest 
rates and proactive investment management. 

6. Expenditures are lower than budget primarily due to staffing vacancies.



Water and Sewer Fund
Year to date through September 30, 2018, the Water and Sewer Fund received revenues 
of $12.5 million compared to expenditures of $11.6 million.  Notable activity includes: 

1. Water sales had been trending higher than budget, but ended the year below 
budget due to large rainfall amounts received in September 2018.

2. Residential sewer average gallons declined slightly from FY2017 to FY2018 due 
to water conservation during the sewer averaging period, causing revenue to fall 
short of budget for the year.

3. FY2018 other revenue contains a $415K transfer in related to the December 2017 
debt refinancing. 

4. Water and Sewer expenditures are lower than budget due to a reduced transfer to 
debt service because of the December 2017 refinancing as well as savings in 
multiple areas including chemicals, electricity, maintenance and overtime.

  

RECOMMENDED ACTION:
Information only; no action required.



Fund

 Year to Date 
FY2018   
Actual 

 Year to Date 
FY2018     
Budget 

 Better / 
(Worse)     

than Budget 

 Year to Date 
FY2017    
Actual 

 Change    from     
FY2017 

 Variance 
Explanation 

General Fund
Revenues

Property Tax 9,422,167$     9,439,359$     (17,193)$          9,334,622$     87,544$           
Sales Tax 6,899,129        6,960,601        (61,472)            6,721,841        177,289           note A
Other Revenue 10,991,059     10,358,427     632,631           12,344,681     (1,353,623)      note B

Total Revenue 27,312,355     26,758,388     553,967           28,401,144     (1,088,789)      
Expenditures 27,356,625     27,663,986     307,360           28,296,913     (940,288)          note C
Net (44,271)            (905,598)          861,327           104,230           (148,501)          

Water and Sewer Fund 
Revenues

Water Sales 5,750,069        5,808,929        (58,860)            5,755,002        (4,933)              note D
Sewer Sales 5,357,415        5,608,764        (251,349)          5,338,454        18,961             note E
Reuse 72,528             117,462           (44,934)            75,773             (3,244)              
Other Revenue 1,283,399        1,144,922        138,477           711,996           571,403           note F

Total Revenue 12,463,411     12,680,077     (216,667)          11,881,224     582,187           
Expenditures 11,615,457     12,265,455     649,998           11,646,854     (31,396)            note G
Net 847,954           414,622           433,332           234,370           613,584           

Golf Fund
Revenues 1,135,134        1,202,847        (67,713)            863,694           271,440           note H
Expenditures 940,283           1,004,287        64,004             954,219           (13,936)            
Net 194,851           198,560           (3,709)              (90,525)            285,376           

Hotel Occupancy Tax Fund
Revenues 1,348,709        1,205,000        143,709           1,225,895        122,814           
Expenditures 1,090,707        1,175,200        84,493             1,012,700        78,007             
Net 258,002$         29,800$           228,202$         213,195$         44,807$           

Notes:
A. Sales Tax - Sales tax ended the year $61K short of budget and up 3.6% compared to FY2017.  On a cash basis,

September sales tax was up 6.4% compared to September 2017.  The increase was driven by a 5.5% increase
in retail sales and a large increase in public administration due to a timing difference in KPUB's payment.
FY2019's budget is 2.2% higher than FY2018 actual.

B. Other Revenue - FY2017 had a $2.0 million transfer in related to a capital project that did not recur.
Notable activity for FY2018 includes:
* $254K Ambulance Supplement payment that was budgeted for FY2019
* Parks and Recreation revenue - $79K better than budget for the year due primarily to KSP
* Permit revenue - $107K better than budget due primarily to building permits
* Interest revenue - $110K better than budget due to rising interest rates and proactive management

C. General Fund Expenditures - FY2018 expenditures are lower than budget primarily due to staffing
vacancies. FY2018 includes the $900K fund balance transfer approved by Council last month.  FY2018
expenditures are lower than FY2017 due to a $2.0 million capital project transfer in FY2017.

D. Water Sales - Water sales had been trending higher than budget, but ended the year under budget
due to large rainfall amounts in September 2018.

E. Sewer sales - Residential sewer average gallons declined slightly from FY2017 to FY2018 due to 
water conservation during the sewer averaging period, causing revenues to fall short of budget.

F. Water and Sewer Other Revenue - FY2018 contains a $415K transfer in related to the debt refinancing.
G. Water and Sewer Expenditures - FY2018 expenditures are lower than budget due to a reduced debt service

transfer because of the December 2017 refinancing and savings in multiple areas including chemicals,
electricity, maintenance and overtime.

H. Golf Fund Revenue - FY2018 revenue includes a $280K transfer from General Fund.

Note: Expenditures above are presented on a cash basis for consistency with the budgeting basis.  CAFR
      statements are presented on an accrual or modified accrual basis in accordance with accounting standards.

City of Kerrville
Financial Summary
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TO BE CONSIDERED BY THE CITY COUNCIL
CITY OF KERRVILLE, TEXAS

SUBJECT: Report on status of flood damage assessment at reuse line bridge structure 
located near Loop 534 bridge.

AGENDA DATE OF: 11/13/2018 DATE SUBMITTED: 11/8/2018

SUBMITTED BY: E.A. Hoppe
Deputy City Manager

EXHIBITS: None

Expenditure 
Required:

Current Balance in 
Account:

Amount Budgeted:
Account Number:

N/A N/A N/A N/A

PAYMENT TO BE MADE TO: N/A

Kerrville 2050 Item? Yes: ☐ No:⊠
Key Priority Area
Guiding Principle

Action Item
SUMMARY STATEMENT:

A presentation will be provided regarding the status of flood damage assessment at reuse 
line bridge structure located near Loop 534 bridge.

RECOMMENDED ACTION:

None, information only.
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