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ORDINANCE AUTHORIZING THE ISSUANCE OF

CITY OF KENNEDALE, TEXAS COMBINATION TAX AND REVENUE

CERTIFICATES OF OBLIGATION, SERIES 1998
IN THE AGGREGATE PRINCIPAL AMOUNT OF $5,150,000

THE STATE OF TEXAS §
COUNTY OF TARRANT §
CITY OF KENNEDALE §

WHEREAS, the City Council deems it advisable to issue Certificates of Obligation in the
amount of $5,150,000 for paying all or a portion of the City's contractual obligations for certain
municipal improvements, as follows: for the construction of a new municipal complex and the
acquisition of land therefor; improvements to streets in the City; and improvements to the City's water
system, including a new water well, new ground and elevated water storage facilities and water lines,
and for the payment of legal, fiscal and engineering fees in connection with these projects; and

WHEREAS, the Certificates of Obligation hereinafter authorized and designaied are to be
issued and delivered for cash pursuant to Subchapter C of Chapter 271, Local Government Code and
Articles 1111-1118, V.A'T.C.S., as amended; and

WHEREAS, the City Council has heretofore passed a resolution authorizing and directing the
City Secretary to give notice of intention to issue Certificates of Obligation; and

WHEREAS, said notice has been duly published in a newspaper of general circulation in said
City, said newspaper being a "newspaper" as defined in §2051.044, Texas Government Code; and

WHEREAS, the City received no petition from the qualified electors of the City protesting the
issuance of such Certificates of Obligation; and

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

BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF KENNEDALE:

Section 1. RECITALS, AMOUNT AND PURPOSE OF THE CERTIFICATES. The recitals
set forth in the preamble hereof are incorporated herein and shall have the same force and effect as
if set forth in this Section. The certificates of the City of Kennedale, Texas (the "Issuer") are hereby
authorized to be issued and delivered in the aggregate principal amount of $5,150,000 for paying all
or a portion of the City's contractual obligations for certain municipal improvements, as follows: for
the construction of a new municipal complex and the acquisition of land therefor; improvements to
streets in the City; and improvements to the City's water system, including a new water well, new
ground and elevated water storage facilities and water lines, and for the payment of legal, fiscal and
engineering fees in connection with these projects (collectively, the "Project").
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Section 3. INTEREST. The Certificates scheduled to mature during the years, respectively, set
forth below shall bear interest from the date of their initial delivery to their respective dates of
maturity or redemption prior to maturity at the following rates per annum:

Maturity 2002 5.875% Maturity 2012 4.375%
Maturity 2003 5.875 Maturity 2013 4.400
Maturity 2004 5.875 Maturity 2014 4.450
Maturity 2005 5.875 Maturity 2015 4.500
Maturity 2006 4.375 Maturity 2016 4.550
Maturity 2007 4375 Maturity 2017 4.550
Maturity 2008 4375 Maturity 2019 4.600
Maturity 2009 4375 Maturity 2019 4.700
Maturity 2010 4375 Maturity 2020 4.750
Maturity 2011 4375 Maturity 2021 4.800

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

Section 4. CHARACTERISTICS OF THE CERTIFICATES. (a) Registration, Transfer,
Conversion and Exchange; Authentication. The Issuer shall keep or cause to be kept at the principal
corporate trust office of U.S. Trust Company of Texas, National Association, Dallas, Texas, the
"Paying Agent/Registrar"), books or records for the registration of the transfer, conversion and
exchange of the Certificates (the "Registration Books"), and the Issuer hereby appoints the Paying
Agent/Registrar as its registrar and transfer agent to keep such boaks or records and make such
registrations of transfers, conversions and exchanges under such reasonable regulations as the Issuer
and Paying Agent/Registrar may prescribe; and the Paying Agent/Registrar shall make such
registrations, transfers, conversions and exchanges as herein provided. The Paying Agent/Registrar
shall obtain and record in the Registration Books the address of the registered owner of each
Certificate to which payments with respect to the Certificates 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. The Issuer shall have the right to inspect the Registration Books during regular
business hours of the Paying Agent/Registrar, but otherwise the Paying Agent/Registrar shall keep
the Registration Books confidential and, unless otherwise required by law, shall not permit their
inspection by any other entity. The Issuer shall pay the Paying Agent/Registrar's standard or
customary fees and charges for making such registration, transfer, conversion, exchange and delivery
of a substitute Certificate or Certificates. Registration of assignments, transfers, conversions and
exchanges of Certificates shall be made in the manner provided and with the effect stated in the
FORM OF CERTIFICATE set forth in this Ordinance. Each substitute Certificate shall bear a letter
and/or number to distinguish it from each other Certificate.
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Except as provided in Section 4(c) of this Ordinance, an authorized representative of the Paying
Agent/Registrar shall, before the delivery of any such Certificate, date and manually sign said
Certificate, and no such Certificate shall be deemed to be issued or outstanding unless such Certificate
is so executed. The Paying Agent/Registrar promptly shall cancel all paid Certificates and Certificates
surrendered for conversion and exchange. No additional ordinances, orders, or resolutions need be
passed or adopted by the governing body of the Issuer or any other body or person so as to
accomplish the foregoing conversion and exchange of any Certificate or portion thereof, and the
Paying Agent/Registrar shall provide for the printing, execution, and delivery of the substitute
Certificates in the manner prescribed herein, and said Certificates shall be printed or typed on paper
of customary weight and strength. Pursuant to Vemnon's Ann. Tex. Civ. St. Art. 717k-6, and
particularly Section 6 thereof, the duty of conversion and exchange of Certificates as aforesaid is
hereby imposed upon the Paying Agent/Registrar, and, upon the execution of said Certificate, the
converted and exchanged Certificate shall be valid, incontestable, and enforceable in the same manner
and with the same effect as the Certificates which initially were issued and delivered pursuant to this
Qrdinance, approved by the Attorney General and registered by the Comptroller of Public Accounts.

(b) Payment of Certificates and Interest. The Issuer hereby further appoints the Paying
Agent/Registrar to act as the paying agent for paying the principal of and interest on the Certificates,
all as provided in this Ordinance. The Paying Agent/Registrar shall keep proper records of all
payments made by the Issuer and the Paying Agent/Registrar with respect to the Certificates, and of
all conversions and exchanges of Certificates, and all replacements of Certificates, as provided in this
Ordinance. However, in the event of a nonpayment of interest on a scheduled payment date, and for
thirty (30) days thereafter, a new record date for such interest payment (a "Special Record Date") will
be established by the Paying Agent/Registrar, if and when funds for the payment of such interest have
been received from the Issuer. Notice of the past due interest shall be sent at least five (5) business
days prior to the Special Record Date by United States mail, first-class postage prepaid, to the
address of each registered owner appearing on the Registration Books at the close of business on the
last business day next preceding the date of mailing of such notice.

(c) In General. The Certificates (i) shall be issued in fully registered form, without interest
coupons, with the principal of and interest on such Certificates 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 Issuer at least 50 days prior to any such redemption date),
(ii1) may be converted and exchanged for other Certificates, (iv) may be transferred and assigned (v)
shall have the characteristics, (vi) shall be signed, sealed, executed and authenticated, (vii) the
principal of and interest on the Certificates shall be payable, and (viii) shall be administered and the
Paying Agent/Registrar and the Issuer shall have certain duties and responsibilities with respect to the
Certificates, all as provided, and in the manner and to the effect as required or indicated, in this
Section 4 and in the FORM OF CERTIFICATE set forth in this Ordinance. The Certificate initially
issued and delivered pursuant to this Ordinance is not required to be, and shall not be, authenticated
by the Paying Agent/Registrar, but on each substitute Certificate issued in conversion of and
exchange for any Certificate or Certificates 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.
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(d) Book-Entry Only System. The Certificates issued in exchange for the Certificate initially
issued to the initial purchaser specified herein shall be initially issued in the form of a separate single
fully registered Certificate for each of the maturities thereof. Upon initial issuance, the ownership of
each such Certificate shall be registered in the name of Cede & Co., as nominee of The Depository
Trust Company, New York, New York ("DTC"), and except as provided in subsection (f) hereof,
all of the outstanding Certificates shall be registered in the name of Cede & Co., as nominee of DTC.

With respect to Certificates registered in the name of Cede & Co., as nominee of DTC, the
Issuer and the Paying Agent/Registrar shall have no responsibility or obligation to any 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 transactions among DTC Participants or to any person on behalf of whom
such a DTC Participant holds an interest in the Certificates. Without limiting the immediately
preceding sentence, the Issuer and the Paying Agent/Registrar shall have no responsibility or
obligation with respect to (1) the accuracy of the records of DTC, Cede & Co. or any DTC Participant
with respect to any ownership interest in the Certificates, (i1) the delivery to any DTC Participant or
any other person, other than a Registered Owner of Certificates, as shown on the Registration Books,
of any notice with respect to the Certificates, or (iii) the payment to any DTC Participant or any other
person, other than a Registered Owner of Certificates, as shown in the Registration Books of any
amount with respect to principal of or interest on the Certificates. Notwithstanding any other
provision of this Ordinance to the contrary, the Issuer and the Paying Agent/Registrar shall be entitled
to treat and consider the person in whose name each Certificate is registered in the Registration
Books as the absolute owner of such Certificate for the purpose of payment of principal and interest
with respect to such Certificate, for the purpose of registering transfers with respect to such
Certificate, and for all other purposes whatsoever. The Paying Agent/Registrar shall pay all principal
of and interest on the Certificates 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 Issuer's
obligations with respect to payment of principal of and interest on the Certificates 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 evidencing the obligation of the Issuer 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.

(e) Successor Securities Depository; Transfers Outside Book-Entry Only System. In the event

that the Issuer determines that DTC is incapable of discharging its responsibilities described herein
and in the representations letter of the Issuer to DTC or that it is in the best interest of the beneficial
owners of the Certificates that they be able to obtain certificated Certificates, the Issuer shall (i)
appoint a successor securities depository, qualified to act as such under Section 17A 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 to such successor
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securities depository or (ii) notify DTC and DTC Participants of the availability through DTC of
Certificates and transfer one or more separate certificated Certificates to DTC Participants having
Certificates credited to their DTC accounts. In such event, the Certificates 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 shall designate,
in accordance with the provisions of this Ordinance.

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

(g) Cancellation of Initial Certificate. On the closing date, one initial Certificate representing
the entire principal amount of the Certificates, payable in stated installments to the TEXAS WATER
DEVELOPMENT BOARD or its designee, executed by manual or facsimile signature of the Mayor
and City Secretary of the Issuer, 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
such purchaser or its designee. Upon payment for the initial Certificate, the Paying Agent/Registrar
shall cancel the initial Certificate and deliver to the Depository Trust Company on behalf of such
purchaser one registered definitive Certificate for each year of maturity of the Certificates, in the
aggregate principal amount of all of the Certificates for such maturity.

Section 5. FORM OF CERTIFICATES. The form of the Certificates, including the form of
Paying Agent/Registrar's Authentication Certificate, the form of Assignment and the form of
Registration Certificate of the Comptroller of Public Accounts of the State of Texas to be attached
to the Certificates initially issued and delivered pursuant to this Ordinance, shall be, respectively,
substantially as follows, with such appropnate vaniations, omissions or insertions as are permitted or
required by this Ordinance.



(a) [Form of Certificate]

NO. R- UNITED STATES OF AMERICA PRINCIPAL
STATE OF TEXAS AMOUNT
CITY OF KENNEDALE, TEXAS $

COMBINATION TAX AND REVENUE
CERTIFICATE OF OBLIGATION

SERIES 1998
Interest Rate Dated Date Maturity Date CUSIP No.
November 1, 1998 February 15,
REGISTERED OWNER:
PRINCIPAL AMOUNT: DOLLARS

ON THEMATURITY DATE specified above, the City of Kennedale, in Tarrant County, Texas
(the "Issuer"), 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"), on the Maturity Date specified above, the Principal Amount specified above.
The Issuer promises to pay interest on the unpaid principal amount hereof (calculated on the basis
of a 360-day year of twelve 30-day months) from the Dated Date specified above, at the Interest Rate
per annum specified above. Interest is payable on February 15, 2000 and semiannually on each
August15 and February 15 thereafter to the Maturity Date specified above, or the date of redemption
prior to maturity; except, if this Certificate 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 following interest
payment date; provided, however, that if on the date of authentication hereof the interest on the
Certificate or Certtficates, if any, for which this Certificate is being exchanged is due but has not been
paid, then this Certificate shall bear interest from the date to which such interest has been paid in full.

THE PRINCIPAL OF AND INTEREST ON this Certificate are payable in lawful money of the
United States of America, without exchange or collection charges. The principal of this Certificate
shall be paid to the registered owner hereof upon presentation and surrender of this Certificate at
maturity, or upon the date fixed for its redemption prior to maturity, at the principal corporate trust
office of U.S. Trust Company of Texas, National Association, Dallas, Texas, which is the "Paying
Agent/Registrar" for this Certificate. The payment of interest on this Certificate shall be made by the
Paying Agent/Registrar to the registered owner hereof on each interest payment date by check or
draft, dated as of such interest payment date, drawn by the Paying Agent/Registrar on, and payable
solely from, funds of the Issuer required by the ordinance authorizing the issuance of this Certificate
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(the "Certificate Ordinance") to be on deposit with the Paying Agent/Registrar for such purpose as
hereinafter provided; and such check or draft shall be sent by the Paying Agent/Registrar by United
States mail, first-class postage prepaid, on each such interest payment date, to the registered owner
hereof, at its address as it appeared on the fifteenth day of the month preceding each such date (the
"Record Date") on the Registration Books kept by the Paying Agent/Registrar, as hereinafter
described. In addition, interest may be paid by such other method, acceptable to the Paying
Agent/Registrar, requested by, and at the risk and expense of, the registered owner. In the event of
anon-payment of interest on a scheduled payment date, and for 30 days thereafter, a new record date
for such interest payment (a "Special Record Date") will be established by the Paying
Agent/Registrar, if and when funds for the payment of such interest have been received from the
Issuer. Notice of the Special Record Date and of the scheduled payment date of the past due interest
(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
owner of a Certificate appearing on the Registration Books at the close of business on the last
business day next preceding the date of mailing of such notice.

ANY ACCRUED INTEREST due at maturity or upon the redemption of this Certificate prior
to maturity as provided herein shall be paid to the registered owner upon presentation and surrender
of this Certificate for redemption and payment at the principal corporate trust office of the Paying
Agent/Registrar. The Issuer covenants with the registered owner of this Certificate that on or before
each principal payment date, interest payment date, and accrued interest payment date for this
Certificate it will make available to the Paying Agent/Registrar, from the "Interest and Sinking Fund"
created by the Certificate Ordinance, the amounts required to provide for the payment, in immediately
available funds, of all principal of and interest on the Certificates, when due.

IF THE DATE for the payment of the principal of or interest on this Certificate shall be a
Saturday, Sunday, a legal holiday or a day on which banking institutions in the City where the
principal corparate trust office of the Paying Agent/Registrar is located are authorized by law or
executive order to close, then the date for such payment shall be the next succeeding day which is not
such a Saturday, Sunday, legal holiday or day on which banking institutions are authorized to close;
and payment on such date shall have the same force and effect as if made on the original date payment

was due.

THIS CERTIFICATE is one of a senies of Certificates dated as of November 1, 1998,
authorized in accordance with the Constitution and laws of the State of Texas in the principal amount
of $5,150,000 for paying all or a portion of the City's contractual obligations for certain municipal
improvements, as follows: for the construction of a new municipal complex and the acquisition of
land therefor; improvements to streets in the City; and improvements to the City's water system,
including a new water well, new ground and elevated water storage facilities and water lines, and for
the payment of legal, fiscal and engineering fees in connection with these projects.

THE CERTIFICATES OF THIS SERIES matuning on February 15, 2021 and on February 15,
2024 are subject to mandatory redemption prior to maturity in part at random, by lot or other
customary method selected by the Paying Agent/Registrar, at par plus accrued interest to the
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redemption date, in amounts sufficient to redeem said Certificates on February 15, in the years and
principal amounts shown on the following schedule. Such Certificates shall be redeemed with funds
from the "Interest and Sinking Fund" created by the Certificate Ordinance and shall be redeemed by
the Paying Agent/Registrar in part prior to maturity with funds from the Interest and Sinking Fund,
for the principal amount thereof and accrued interest to the date of redemption, and without premium,
on each of the aforesaid dates, in the principal amounts, respectively, as set forth in the following
schedule:

Certificates Maturing February 15. 2021 Certificates Maturing February 15, 2024
Year Principal Amount Year Principal Amount
2020 $335,000 2022 $205,000
20210 350,000 2023 215,000

2024 225,000

@) Final maturity of Certificate.

The principal amount of the Certificates required to be redeemed pursuant to the operation of such
mandatory sinking fund shall be reduced by the principal amount of any Certificates which, at least
50 days prior to the mandatory sinking fund redemption date shall have been (1) purchased by the
Issuer and delivered to the Paying Agent/Registrar for redemption or (2) redeemed pursuant to the
optional redemption provision described below and delivered to the Paying Agent/Registrar for

cancellation.

ON February 15, 2006, or on any date thereafter, the Certificates maturing on or after
February 15, 2007 may be redeemed prior to their scheduled maturities, at the option of the Issuer,
with funds derived from any available and lawful source, as a whole, or in part, and, if in part, the
particular Certificates, or portions thereof, to be redeemed shall be selected and designated by the
Issuer (provided that a portion of a Certificate may be redeemed only in an integral multiple of
$5,000), at a redemption price equal to the principal amount to be redeemed plus accrued interest to

the date fixed for redemption.

AT LEAST 30 days prior to the date fixed for any redemption of Certificates or portions
thereof prior to maturity a wrntten notice of such redemption shall be sent by the Paying
Agent/Registrar by United States mail, first-class postage prepaid, at least 30 days prior to the date
fixed for any such redemption, to the registered owner of each Certificate to be redeemed at its
address as it appeared on the 45th day prior to such redemption date and to major securities
depositories, national bond rating agencies and bond information services; provided, however, that
the failure of the registered owner to receive such notice, or any defect therein or in the sending or
mailing thereof, shall not affect the validity or effectiveness of the proceedings for the redemption of
any Certificate. 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 or
portions thereof which are to be so redeemed. If such written notice of redemption is sent and if due



provision for such payment is made, all as provided above, the Certificates 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 shall be redeemed, a substitute Certificate or Certificates having the same maturity date,
bearing interest at the same rate, in any denomination or denominations in any integral multiple of
$5,000, at the written request of the registered owner, and in aggregate principal amount equal to the
unredeemed portion thereof, will be issued to the registered owner upon the surrender thereof for
cancellation, at the expense of the Issuer, all as provided in the Certificate Ordinance.

ALL CERTIFICATES OF THIS SERIES are issuable solely as fully registered certificates,
without interest coupons, in the denomination of any integral multiple of $5,000. This Certificate
may, at the request of the registered owner or the assignee or assignees hereof, be as signed,
transferred, converted into and exchanged for a like aggregate principal amount of fully registered
certificates, without interest coupons, payable to the appropriate registered owner, assignee or
assignees, as the case may be, having the same 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 surrender of this Certificate to the Paying Agent/Registrar for cancellation, all in
accordance with the form and procedures set forth above and in the Certificate Ordinance. Among
other requirements for such assignment and transfer, this Certificate 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 or any portion or portions hereof in any integral multiple of $5,000 to the assignee
or assignees i whose name or names this Certificate or any such portion or portions hereof'is or are
to be registered. The form of Assignment printed or endorsed on this Certificate may be executed by
the registered owner to evidence the assignment hereof, but such method is not exclusive, and other
instruments of assignment satisfactory to the Paying Agent/Registrar may be used to evidence the
assignment of this Certificate or any portion or portions hereof from time to time by the registered
owner. The Paying Agent/Registrar’s reasonable standard or customary fees and charges for
assigning, transferring, converting and exchanging any Certificate or portion thereof will be paid by
the Issuer. In any circumstance, any taxes or governmental charges required to be paid with respect
thereto shall be paid by the one requesting such assignment, transfer, conversion 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, conversion, or exchange (i) during the period commencing with
the close of business on any Record Date and ending with the opening of business on the next
following principal or interest payment date, or (i) with respect to any Certificate or any portion
thereof called for redemption prior to maturity, within 45 days prior to its redemption date.

IN THE EVENT any Paying Agent/Registrar for the Certificates is changed by the Issuer,
resigns, or otherwise ceases to act as such, the Issuer has covenanted in the Certificate 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.
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IT IS HEREBY certified, recited and covenanted that this Certificate 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 have been performed, existed and been done in accordance with law; that this Certificate
is a general obligation of said Issuer, issued on the full faith and credit thereof, and that annual ad
valorem taxes sufficient to provide for the payment of the interest on and principal of this Certificate,
as such interest comes due and such principal matures, have been levied and ordered to be levied
against all taxable property in said Issuer, and have been pledged for such payment, within the limit
prescribed by law, and that this Certificate is additionally secured by and payable from an amount not
to exceed $1,000 over the life of this series of Certificates of the revenues of the Issuer's Waterworks
and Sewer System remaining after payment of all maintenance and operation expenses thereof, and
all debt service, reserve and other requirements in connection with all of the Issuer's revenue bonds
(now or hereafter outstanding) which are payable from all or part of the Net Revenues of the Issuer's
Waterworks and Sewer System, constituting the "Surplus Revenues" thereof, all as provided in the

Certificate Ordinance.

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

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

(signature) (signature)
City Secretary Mayor

(SEAL)
(b) [Form of Paying Agent/Registrar's Authentication Certificate]

PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE
(To be executed if this Certificate 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 has been issued under the provisions of the Certificate
Ordinance described in the text of this Certificate; and that this Certificate has been issued in
conversion or replacement of, or in exchange for, a certificate, certificates, or a portion of a certificate
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or certificates 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. Trust Company of Texas, National Association
Dallas, Texas
Paying Agent/Registrar

By:
Authorized Representative

(c) [Form of Assignment]
ASSIGNMENT

For wvalue received, the undersigned hereby sells, assigns and transfers unto

Please insert Social Security or Taxpayer ldentification Number of Transferee

(Please print or typewrite name and address, including zip code, of Transferee.)

the within Certificate and all rights thereunder, and hereby irrevocably constitutes and appoints

, attorney, to register the transfer of the within

Certificate on the books kept for registration thereof, with full power of substitution in the premises.

Dated:

Signature Guaranteed:

NOTICE: Signature(s) must be guaranteed by NOTICE: The signature above must

an eligible guarantor institution participating correspond with the name of the registered

in a securities transfer association recognized owner as it appears upon the front of this

signature guarantee program. Certificate in every particular, without
alteration or enlargement or any change
whatsoever.

(d) [Form of Registration Certificate of the Comptroller of Public Accounts]
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COMPTROLLER'S REGISTRATION CERTIFICATE: REGISTER NO.

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

Witness my signature and seal this

Comptroller of Public Accounts of the State of Texas

(COMPTROLLER'S SEAL)
{(e) [Initial Certificate Insertions]

(1) The initial Certificate shall be in the form set forth is paragraph (a) of this Section, except
that:

A. immediately under the name of the Certificate, the headings "Interest Rate" and "Maturity.
Date" shall both be completed with the words "As shown below" and "CUSIP No. "
shall be deleted.

B. the first paragraph shall be deleted and the following will be inserted:

“THE CITY OF KENNEDALE, IN TARRANT COUNTY, TEXAS (the "Issuer"), being a political
subdivision and municipal corporation ofthe State of Texas, hereby promises to pay to the Registered
Owner specified above, or registered assigns (hereinafter called the "Registered Owner"), on each
February 15 in the years, in the principal installments and bearing interest at the per annum rates set

forth in the following schedule:
Years Principal Installments Interest Rates

(Information from Sections 2 and 3 to be inserted)

The Issuer promises to pay interest on the unpaid principal amount hereof (calculated on the basis
of a 360-day year of twelve 30-day months) from the Dated Date as set forth above, at the respective
Interest Rate per annum specified above. Interest is payable on February 15, 2000 and semiannually
on each August 15 and February 15 thereafter to the date of payment of the principal installment
specified above, or the date of redemption prior to maturity; except, that if this Certificate 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 following interest payment date; provided, however, that if on the date of authentication
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hereof the interest on the Certificate or Certificates, if any, for which this Certificate is being
exchanged is due but has not been paid, then this Certificate shall bear interest from the date to which
such interest has been paid in full."

C. The Initial Certificate shall be numbered "T-1."

Section 6. INTEREST AND SINKING FUND. A special "Interest and Sinking Fund" is
hereby created and shall be established and maintained by the Issuer at an official depository bank of
said Issuer. Said Interest and Sinking Fund shall be kept separate and apart from all other funds and
accounts of said Issuer, and shall be used only for paying the interest on and principal of said
Certificates. All ad valorem taxes levied and collected for and on account of said Certificates shall be
deposited, as collected, to the credit of said Interest and Sinking Fund. During each year while any
of said Certificates are outstanding and unpaid, the governing body of said Issuer shall compute and
ascertain a rate and amount of ad valorem tax which will be sufficient to raise and produce the money
required to pay the interest on said Certificates as such interest comes due, and to provide and
maintain a sinking fund adequate to pay the principal of said Certificates as such principal matures
(but never less than 2% of the original amount of said Certificates as a sinking fund each year); and
said tax shall be based on the latest approved tax rolls of said Issuer, with full allowances 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 said Issuer, for each year
while any of said Certificates are outstanding and unpaid, and said tax shall be assessed and collected
each such year and deposited to the credit of the aforesaid Interest and Sinking Fund. Said ad valorem
taxes sufficient to provide for the payment of the interest on and principal of said Certificates, as such
interest comes due and such principal matures, are hereby pledged for such payment, within the limit

prescribed by law.

Section 7. SURPLUS REVENUES. The Certificates are additionally secured by and shall be
payable from and secured by an amount not to exceed $1,000 over the life of the Certificates of the
revenues of the Issuer's Waterworks and Sewer System (the "System") remaining after payment of
all maintenance and operation expenses thereof, and all debt service, reserve and other requirements
in connection with all of the Issuer's revenue obligations (now or hereafter outstanding) which are
payable from all or part of the Net Revenues of the System, constituting "Surplus Revenues." The
Issuer shall deposit such Surplus Revenues to the credit of the Interest and Sinking Fund created
pursuant to Section 6, to the extent necessary to pay the principal and interest on the Certificates.
Notwithstanding the requirements of Section 6, if Surplus Revenues are actually on deposit in the
Interest and Sinking Fund in advance of the time when ad valorem taxes are scheduled to be levied
for any year, then the amount of taxes which otherwise would have been required to be levied
pursuant to Section 6 may be reduced to the extent and by the amount of the Surplus Revenues then
on deposit in the Interest and Sinking Fund.

Section 8. DEFEASANCE OF CERTIFICATES. (a) Any Certificate and the interest thereon
shall be deemed to be paid, retired and no longer outstanding (a "Defeased Certificate") within the
meaning of this Ordinance, except to the extent provided in subsection (d) of this Section 8, when
payment of the principal of such Certificate, plus interest thereon to the due date (whether such due
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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 for such payment
(1) lawful money of the United States of America sufficient to make such payment or (2) Government
Obligations which mature as to principal and interest in such amounts and at such times as will insure
the availability, without reinvestment, of sufficient money to provide for such payment, and when
proper arrangements have been made by the Issuer with the Paying Agent/Registrar for the payment
of its services until all Defeased Certificates shall have become due and payable. At such time as a
Certificate shall be deemed to be a Defeased Certificate hereunder, as aforesaid, such Certificate and
the interest thereon shall no longer be secured by, payable from, or entitled to the benefits of, the ad
valorem taxes or revenues herein levied and pledged as provided in this Ordinance, and such principal
and interest shall be payable solely from such money or Government Obligations.

(b) Any moneys so deposited with the Paying Agent/Registrar may at the written direction
of the Issuer also be invested in Government Obligations, maturing in the amounts and times as
hereinbefore set forth, and all income from such Government Obligations received by the Paying
Agent/Registrar which is not required for the payment of the Certificates and interest thereon, with
respect to which such money has been so deposited, shall be turned over to the Issuer, or deposited
as directed in writing by the Issuer.

(c) The term "Government Obligations" as used in this Section, shall mean direct obligations
of the United States of America, including obligations the principal of and interest on which are
unconditionally guaranteed by the United States of America, which may be United States Treasury
obligations such as its State and Local Government Series, which may be in book-entry form.

(d) Until all Defeased Certificates shall have become due and payable, the Paying
Agent/Registrar shall perform the services of Paying Agent/Registrar for such Defeased Certificates
the same as if they had not been defeased, and the Issuer shall make proper arrangements to provide
and pay for such services as required by this Ordinance.

Section 9. DAMAGED, MUTILATED, LOST, STOLEN, OR DESTROYED
CERTIFICATES. (a) Replacement Certificates. In the event any outstanding Certificate is damaged,
mutilated, lost, stolen or destroyed, the Paying Agent/Registrar shall cause to be printed, executed
and delivered, a new certificate of the same principal amount, maturity and interest rate, as the
damaged, mutilated, lost, stolen or destroyed Certificate, in replacement for such Certificate in the

manner hereinafier provided.

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

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

(d) Charge for Issuing Replacement Certificates. Prior to the issuance of any replacement
certificate, the Paying Agent/Registrar shall charge the registered owner of such Certificate with all

legal, printing, and other expenses in connection therewith. Every replacement certificate issued
pursuant to the provisions of this Section by virtue of the fact that any Certificate is lost, stolen or
destroyed shall constitute a contractual obligation of the Issuer whether or not the lost, stolen or
destroyed Certificate shall be found at any time, or be enforceable by anyone, and shall be entitled to
all the benefits of this Ordinance equally and proportionately with any and all other Certificates duly
1ssued under this Ordinance.

(e) Authority for Issuing Replacement Certificates. In accordance with Section 6 of Vernon's
Ann. Tex. Civ. St. Art. 717k-6, this Section 9 of this Ordinance shall constitute authority for the
issuance of any such replacement certificate without necessity of further action by the governing body
of the Issuer or any other body or person, and the duty of the replacement of such certificates is
hereby authorized and imposed upon the Paying Agent/Registrar, and the Paying Agent/Registrar
shall authenticate and deliver such Certificates in the form and manner and with the effect, as
provided in Section 4(a) of this Ordinance for Certificates issued in conversion and exchange for
other Certtficates.

Section 10. CUSTODY, APPROVAL, AND REGISTRATION OF CERTIFICATES;
ENGAGEMENT OF BOND COUNSEL AND BOND COUNSEL'S OPINION; CUSIP NUMBERS
AND CONTINGENT INSURANCE PROVISION, IF OBTAINED. (a) The Mayor of the Issuer
is hereby authorized to have control of the Certificates initially issued and delivered hereunder and
all necessary records and proceedings pertaining to the Certificates pending their delivery and their
investigation, examination, and approval by the Attorney General of the State of Texas, and their
registration by the Comptroller of Public Accounts of the State of Texas. Upon registration of the
Certificates said Comptroller of Public Accounts (or a deputy designated in writing to act for said
Comptroller) shall manually sign the Comptroller's Registration Certificate attached to such
Certificates, and the seal of said Comptroller shall be impressed, or placed in facsimile, on such
Certificate. The approving legal opinion of the Issuer's Bond Counsel and the assigned CUSIP
numbers may, at the option of the Issuer, be printed on the Certificates 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. In addition, if bond insurance is obtained, the
Certificates may bear an appropriate legend as provided by the insurer.
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(b) The obligation of the initial purchaser to accept delivery of the Certificates is subject to
the initial purchaser being furnished with the final, approving opinion of McCall, Parkhurst & Horton
L.L.P., bond counsel to the Issuer, which opinion shall be dated as of and delivered on the date of
initial delivery of the Certificates to the initial purchaser. The engagement of such firm as bond
counse] to the Issuer in connection with issuance, sale and delivery of the Certificates is hereby
approved and confirmed. The execution and delivery of an engagement letter between the Issuer and
such firm, with respect to such services as bond counsel, in the form presented to the City Council
at the meeting at which this Ordinance was adopted is hereby approved, and the Mayor is hereby
authorized to execute such engagement letter.

Section 11. COVENANTS REGARDING TAX EXEMPTION OF INTEREST ON THE
CERTIFICATES. The Issuer covenants to take any action necessary to assure, or refrain from any
action which would adversely affect, the treatment of the Certificates as Obligation described in
section 103 of the Code, the interest on which is not includable in the "gross income" of the holder
for purposes of federal income taxation. In furtherance thereof, the Issuer covenants as follows:

(a)  totake any action to assure that no more than 10 percent of the proceeds of
the Certificates (less amounts deposited to a reserve fund, if any) are used for any "private
business use," as defined in section 141(b)(6) of the Code or, if more than 10 percent of the
proceeds or the projects financed therewith are so used, such amounts, whether or not
received by the Issuer, with respect to such private business use, do not, under the terms of
this Ordinance or any underlying arrangement, directly or indirectly, secure or provide for the
payment of more than 10 percent of the debt service on the Certificates, in contravention of
section 141(b)(2) of the Code;

(b)  to take any action to assure that in the event that the "private business use"
described in subsection (a) hereof exceeds 5 percent of the proceeds of the Certificates 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;

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

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

(e) to refrain from taking any action that would result in the Certificates being
"federally guaranteed" within the meaning of section 149(b) of the Code;
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() to refrain from using any portion of the proceeds of the Certificates, 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) ofthe Code) which produces a materially
higher yield over the term of the Certificates, other than investment property acquired with --

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

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

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

(8)  to otherwise restrict the use of the proceeds of the Certificates or amounts
treated as proceeds of the Certificates, as may be necessary, so that the Certificates do not
otherwise contravene the requirements of section 148 of the Code (relating to arbitrage) and,
to the extent applicable, section 149(d) of the Code (relating to advance refundings); and

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

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

For purposes of the foregoing (a) and (b), the Issuer understands that the term "proceeds"
includes "disposition proceeds" as defined in the Treasury Regulations and, in the case of refunding
bonds, transferred proceeds (if any) and proceeds of the refunded bonds expended prior to the date
of issuance of the Certificates. It is the understanding of the Issuer that the covenants contained
herein are intended to assure compliance with the Code and any regulations or rulings promulgated
by the U.S. 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, the Issuer 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 under
section 103 of the Code. In the event that regulations or rulings are hereafter promulgated which
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impose additional requirements which are applicable to the Certificates, the Issuer agrees to comply
with the additional requirements to the extent necessary, in the opinion of nationally recognized bond
counsel, to preserve the exemption from federal income taxation of interest on the Certificates under
section 103 of the Code. In furtherance of such intention, the Issuer hereby authorizes and directs the
Mayor to execute any documents, certificates or reports required by the Code and to make such
elections, on behalf of the Issuer, which may be permitted by the Code as are consistent with the
purpose for the 1ssuance of the Certificates.

Section 12. ALLOCATION OF CERTIFICATE PROCEEDS. The Issuer covenants to
account for the expenditure of sale proceeds and investment earnings to be used for the construction
and acquisition of the Project on its books and records by allocating proceeds to expenditures within
18 months of the later of the date that (1) the expenditure is made, or (2) the Project is completed.
The foregoing notwithstanding, the Issuer shall not expend proceeds of the sale of the Certificates
or investment earnings thereon more than 60 days after the earlier of (1) the fifth anniversary of the
delivery of the Certificates, or (2) the date the Certificates are retired, unless the Issuer obtains an
opinion of nationally-recognized bond counsel that such expenditure will not adversely affect the
status, for federal income tax purposes, of the Certificates or the interest thereon. For purposes
hereof, the Issuer 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.

Section 13. DISPOSITION OF PROJECT. The Issuer covenants that the Project will not be
sold or otherwise disposed in a transaction resulting in the receipt by the Issuer of cash or other
compensation, unless the Issuer abtains an opinion of nationally-recognized bond counsel that such
sale or other disposition will not adversely affect the tax-exempt status of the Certificates. 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 Issuer shall not be obligated to comply with this covenant
if it obtains a legal opinion that such failure to comply will not adversely affect the excludability for
federal income tax proposes from gross income of the interest.

Section 14. SALE OF CERTIFICATES; APPROVAL OF OFFICIAL STATEMENT. The
Certificates are hereby initially sold and shall be delivered to First Southwest Company for cash for
the par value thereof and accrued interest thereon to date of delivery. The Certificates shall initially
be registered in the name of First Southwest Company. It is hereby officially found, determined and
declared that said purchaser is the highest bidder for the Certificates as a result of invitations for
competitive bids. It is further officially found, determined, and declared that the Certificates have
been sold at public sale to the bidder offering the lowest interest cost, after receiving sealed bids
pursuant to an Official Notice of Sale and Bidding Instructions and Official Statement prepared and
distnibuted in connection with the sale of the Certificates. Said Official Notice of Sale and Bidding
Instructions and Official Statement, and any addenda, supplement, or amendment thereto have been
and are hereby approved by the governing body of the Issuer, and their use in the offer and sale of
the Certificates is hereby approved. It is further officially found, determined, and declared that the
statements and representations contained in said Official Notice of Sale and Bidding Instructions and
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Official Statement are true and correct in all material respects, to the best knowledge and belief of
the governing body of the Issuer.

Section 19. INVESTMENTS;, INTEREST EARNINGS ON CERTIFICATE PROCEEDS.
Money in any Fund established by this Ordinance may, at the option of the City Council of the Issuer,
be invested in eligible investment securities as described in the Texas Public Funds Investment Act,
Chapter 2256, Texas Government Code, as amended; provided that all such investments shall be
made in such manner that the money required to be expended from any Fund will be available at the
proper time or times. Interest earnings derived from the investment of proceeds from the sale of the
Certificates shall be used along with other certificate proceeds for construction and acquisition of the
Project; provided that after completion ofthe Project, if any of such interest earnings remain on hand,
such interest earnings shall be deposited in the Interest and Sinking Fund and used to pay debt service
on the Certificates when due for payment, at maturity or upon early redemption. It is further
provided, however, that any interest earnings on certificate proceeds which are required to be rebated
to the United States of America pursuant to Section 11 hereof in order to prevent the Certificates
from being "arbitrage bonds" shall be so rebated and not considered as interest earnings for the

purposes of this Section.

Section 20. CONSTRUCTION FUND. The Issuer hereby creates and establishes and shall
maintain on the books of the Issuer a separate fund to be entitled the "Series 1998 Combination Tax
and Revenue Certificate of Obligation Construction Fund” for use by the Issuer for payment of all
lawful costs associated with the acquisition and construction of the Project as hereinbefore provided.
Upon payment of all such costs, any moneys remaining on deposit in said Fund shall be transferred
to the Interest and Sinking Fund. Amounts so deposited to the Interest and Sinking Fund shall be
used in the manner described in Section 16 of this Ordinance.

Section 21. COMPLIANCE WITH RULE 15¢2-12.

(a) Annual Reports.

() The Issuer shall provide annually, within six months after the end of each fiscal
year ending in or after 1998, financial information and operating data with respect to the
Issuer of the general type described in Exhibit A hereto provided that such information and
data is customarily prepared by the Issuer. Such information shall be provided to any person
upon request made to the Issuer; provided that the Issuer reserves the right at any time to
commence making such annual filings with the SID (if any, and if none, to each NRMSIR)
in lieu of providing such information upon request. Any financial statements so to be
provided shall be (1) prepared in accordance with the accounting principles described in
Exhibit A hereto, or such other accounting principles as the Issuer may be required to employ
from time to time pursuant to state law or regulation, and (2) audited, if the Issuer
commissions an audit of such statements and the audit is completed within the period during
which they must be provided. If the audit of such financial statements is not complete within
such period, then the Issuer shall provide audited financial statements for the applicable fiscal
year to the SID, when and if the audit report on such statements become available.
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(i)  If the Issuer changes its fiscal year, it will notify the SID and each NRMSIR
of the change (and of the date of the new fiscal year end) prior to the next date by which the
Issuer otherwise would be required to provide financial information and operating data
pursuant to this paragraph (a). The financial information and operating data to be provided
pursuant to this Section may be set forth in full in one or more documents or may be included
by specific reference to any document (including an official statement or other offering
document, if it is available from the MSRB) that theretofore has been provided to the SID or
filed with the SEC.

(b)  Matenial Event Notices. The Issuer shall notify the SID and the MSRB, in a timely
manner, of any of the following events with respect to the Certificates, if such event is material within
the meaning of the federal securities laws:

L. Principal and interest payment delinquencies;

2. Non-payment related defaults;

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

4, Unscheduled draws on credit enhancements reflecting financial difficulties;

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

6. Adverse tax opinions or events affecting the tax-exempt status of the
Certificates;

7. Modifications to rights of holders of the Certificates;

8. Certificate calls;

9. Defeasances;

10.  Release, substitution, or sale of property securing repayment of the

Certificates; and
11 Rating changes.

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

(c) Limitations, Disclaimers, and Amendments.

@ The Issuer shall be obligated to observe and perform the covenants specified
in this Section only for so long as, the Issuer remains an "obligated person” with respect to
the Certificates within the meaning of the Rule, except that the Issuer in any event will give
the notice required by Subsection (b) hereof of any Bond calls and defeasance that cause the
Issuer to no longer be such an "obligated person.”

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

Certificates at any future date.

(i)  UNDER NO CIRCUMSTANCES SHALL THE ISSUER BE LIABLE TO
THE REGISTERED OWNER OR BENEFICIAL OWNER OF ANY BOND OR ANY
OTHER PERSON, IN CONTRACT OR TORT, FOR DAMAGES RESULTING IN
WHOLE OR IN PART FROM ANY BREACH BY THE ISSUER, 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.

(iv)  No default by the Issuer in observing or performing its obligations under this
Section shall comprise a breach of or default under the Ordinance 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 Issuer under federal and state securities laws.

(v)  The provisions of this Section may be amended by the Issuer fromtime 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 Issuer, but only
if (1) the provisions of this Section, as so amended, would have permitted an underwriter to
purchase or sell Certificates in the primary offering of the Certificates 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 registered owners of a majority
in aggregate principal amount (or any greater amount required by any other provision of this
Ordmance that authorizes such an amendment) of the outstanding Certificates consent to such
amendment or (b) a person that is unaffiliated with the Issuer (such as nationally recognized
bond counsel) determined that such amendment will not materially impair the interest of the
registered owners and beneficial owners of the Certificates. If the Issuer so amends the
provisions of this Section, it shall include with any amended financial information or operating
data next provided in accordance with subsection {a) 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. The Issuer 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
in the primary offering of the Certificates.

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

"MSRB" means the Municipal Securities Rulemaking Board.
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"NRMSIR" means each person whom the SEC or its staff has determined to be a
nationally recognized municipal securities information repository within the meaning
of the Rule from time to time.

"Rule" means SEC Rule 15¢2-12, as amended from time to time.
"SEC" means the United States Securities and Exchange Commission.

"SID" means any person designated by the State of Texas or an authorized
department, officer, or agency thereof as, and determined by the SEC or its staff to
“be, a state information depository within the meaning of the Rule from time to time.

Section 22. METHOD OF AMENDMENT. The Issuer hereby reserves the right to amend
this Ordinance subject to the following terms and conditions, to-wit:

(2) The Issuer may from time to time, without the consent of any holder, except as otherwise
required by paragraph (b) below, amend or supplement this Ordinance in order to (i) cure any
ambiguity, defect or omission in this Ordinance that does not materially adversely affect the interests
of the holders, (ii) grant additional rights or security for the benefit of the holders, (iii) add events of
default as shall not be inconsistent with the provisions of this Ordinance and which shall not materially
adversely affect the interests of the holders, (v) qualify this Ordinance under the Trust Indenture Act
of 1939, as amended, or corresponding provisions of federal laws from time to time in effect, or (iv)
make such other provisions in regard to matters or questions arising under this Ordinance as shall not
be inconsistent with the provisions of this Ordinance and which shall not in the opinion of the Issuer's
Bond Counsel materially adversely affect the interests of the holders.

(b) Except as provided in paragraph (a) above, the holders of Certificates aggregating in
principal amount 51% of the aggregate principal amount of then outstanding Certificates which are
the subject of a proposed amendment shall have the right from time to time to approve any
amendment hereto which may be deemed necessary or desirable by the Issuer; provided, however,
that without the consent of 100% of the holders in aggregate principal amount of the then outstanding
Certificates, nothing herein contained shall permit or be construed to permit amendment of the terms
and conditions of this Ordinance or in any of the Certificates so as to:

(1) Make any change in the maturity of any of the outstanding Certificates;
(2) Reduce the rate of interest bomne by any of the outstanding Certificates;

(3) Reduce the amount of the principal of, or redemption premium, if any, payable
on any outstanding Certificates,

(4) Modify the terms of payment of principal or of interest or redemption premium
on outstanding Certificates or any of them or impose any condition with respect to

such payment; or
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(5) Change the mimmum percentage of the principal amount of any series of
Certificates necessary for consent to such amendment.

(c) If at any time the Issuer shall desire to amend this Ordinance under this Section, the Issuer
shall send by U.S. mail to each registered owner of the affected Certificates a copy of the proposed
amendment and cause notice of the proposed amendment to be published at least once in a financial
publication published in The City of New York, New York. Such published notice shall briefly set
forth the nature of the proposed amendment and shall state that a copy thereof is on file at the office
of the Issuer for inspection by all holders of such Certificates.

(d) Whenever at any time within one year from the date of publication of such notice the
Issuer shall receive an instrument or instruments executed by the holders of at least 51% in aggregate
principal amount of all of the Certificates then outstanding which are required for the amendment,
which instrument or instruments shall refer to the proposed amendment and which shall specifically
consent to and approve such amendment, the Issuer may adopt the amendment in substantially the

same form.

(e) Upon the adoption of any amendatory Ordinance pursuant to the provisions of this
Section, this Ordinance shall be deemed to be modified and amended in accordance with such
amendatory Ordinance, and the respective rights, duties, and obligations of the Issuer and all holders
of such affected Certificates shall thereafter be determined, exercised, and enforced, subject in all
respects to such amendment.

(f) Any consent given by the holder of a Certificate pursuant to the provisions of this Section
shall be irrevocable for a period of six months from the date of the publication of the notice provided
for in this Section, and shall be conclusive and binding upon all future holders of the same Certificate
during such period. Such consent may be revoked at any time after six months from the date of the
publication of said notice by the holder who gave such consent, or by a successor in title, by filing
notice with the Issuer, but such revocation shall not be effective if the holders of 51% in aggregate
principal amount of the affected Certificates then outstanding, have, prior to the attempted
revocation, consented to and approved the amendment.

For the purposes of establishing ownership of the Certificates, the Issuer shall rely solely upon
the registration of the ownership of such Certificates on the registration books kept by the Paying

Agent/Registrar.

Section23. DESIGNATION AS QUALIFIED TAX-EXEMPT OBLIGATIONS. The Issuer
hereby designates the Certificates as "qualified tax-exempt obligations" as defined in section 265(b)(3)
of the Code. In furtherance of such designation, the Issuer represents, covenants and warrants the
following: (a) that during the caiendar year in which the Certificates are issued, the Issuer (including
any subordinate entities) has not designated nor will designate obligations, which when aggregated
with the Certificates, will result in more than $10,000,000 of "qualified tax-exempt bonds" being
issued; (b) that the Issuer reasonably anticipates that the amount of tax-exempt obligations issued,
during the calendar year in which the Certificates are issued, by the Issuer (or any subordinate
entities) will not exceed $10,000,000; and, (c) that the Issuer will take such action or refrain from
such action as necessary, and as more particularly set forth in Section 11, hereof, in order that the
Certificates will not be considered "private activity bonds" within the meaning of section 141 of the

Code.
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EXHIBIT A

DESCRIPTION OF ANNUAL FINANCIAL INFORMATION
The following information is referred to in Section 21(a) of this Ordinance:

Annual Financial Statements and Operating Data

The financial information and operating data with respect to the Issuer 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:

Financial information and operating data which is customarily prepared by the District and is publicly
available of the general type included under Tables numbered 1-6 and 8-17 of the Official Statement.

Appendix B to the Official Statement (financial statements for the last completed fiscal year which
will be unaudited, unless an audit is performed in which event the audited financial statements will

be made available)

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 above.
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:FIRST SOUTHWEST COMPANY

November 5, 1998

Honorable Mayor and Councilmembers
City of Kennedale

209 N. New Hope Road

Kennedale, Texas 76060

Re:  $5,150,000 Combination Tax & Revenue Certificates of Obligation, Series 1998
Honorable Mayor and Councilmembers:

We have taken bids for the sale of the above referenced certificates (the “Certificates™ at
11:00 AM in our office. We received a total of six bids for the Certificates. The number
of bids received is reflective of the very strong bond market, the size of the transaction,
the availability of bond insurance and the credit quality and positive momentum of the
City of Kennedale.

The best bid received on the Certificates was 4.6602% from First Southwest Company.
This is an extremely low interest rate for a 25 year debt issue.

We applied for a credit rating from Moody’s Investors Service, Inc. (“Moody’s”).
Moody’s assigned a “Baal” rating with a stable outlook to the City’s underlying credit.
Moody’s will also assign a “Aaa” rating based upon the bond insurance commitment
from Financial Guarantee Insurance Corporation (“FGIC”).

The bond market has performed exceedingly well over the past several months with
interest rates dropping to historically low levels. The low interest rate environment is due
to a steady economy combined with low inflation. While we cannot predict the future of
interest rates, we can state that this is an advantageous time to sell certificates and lock in
the very low interest rates.

Overall, we are satisfied with the sale process, the bond market, the number of bids
received, and the low bid of First Southwest Company. We recommend your approval of
the low bid and congratulate the City Council and Staff on an excellent sale.

Sincerely,

Mark C. Kim
Associate

INVESTMENT BANKERS SINCE 1946
1700 Pdt‘{ﬁr Avenne = Suste 500 © Dallas, Texas 75201-4652 « 214-953-4000 « 800-678-3792 « Fax 214-953-4050



MOODY?*S ASSIGNS Baal RATING WITH A STABLE OUTLOOK TO THE CITY OF KENNEDALE,
TX DEBT ISSUANCE
b4
Kennedale (City of) TX
Municipality
- Texas

Moody?’s Rating

wIssue Rating

Combination Tax And Revenue Certificates Of Obligation,
-Series 1998 Baal
Sale Amount $§5,150,000.00
Expected Sale Date 11/05/98
Rating Description GENERAL OBLIGATION LIMITED TAX

$5.6 MILLION DEBT AFFECTED

w=NEW YORK, October 23, 1998 -- Moody’s Investors Service has assigned a Baal
rating with a stable outlook to the City of Kennedale, TX Combination Tax and
Revenue Certificates of Obligation, Series 1998. The rating assignment and

~ outlook reflect Moody’s assessment of the city’s modestly sized tax base with

"™eoradual valuation growth, strong management team and well-maintained financial
operations, and an affordable debt position.

wCONSTSTENT VALUATION GROWTH EXPECTED TQ CONTINUE OVER THE MEDIUM-TERM.

The city retains a primarily residential profile, with an active industrial
and commercial sector. Moody's expects continued growth, as single family
residential construction and new industrial growth continues. Tax base growth
registers a healthy and manageable 7.3% per annum over the past four years.
Further, combined with the city’s planned annexation of anocther 825 acres in

wita extraterritorial jurisdiction, management anticipates another wvaluation
increase of approximately $26 million. Resident wealth and income levels,
approximate and trend slightly above those of the state.

-
WELL MANAGED FINANCIAIL OPERATIONS REFLECTED BY AMPLE LEVELS OF GENERAI FUND
RESERVES.

“Frinancial operations are well maintained, with General Fund balance levels
ample at 27% for ending fiscal year 1997. Given the partially built out nature
of thies growing city, which is approximately 40%Z undeveloped, and its moderate

wdebt needs, Moody’s expects continuation of the city’s generally conservative
management practices. Moody’s believes they will result in the maintenance of
management’s stated target of three months of undesignated General Fund

Sfeserves.

MANAGEABLE DEBT LEVELS; FUTURE DEBT ISSUANCE TO BE MONITORED.

wmiioody’s believes debt position is manageable despite debt levels which are
slightly above average at 4.9%, and a relatively slow rate of principal
retirement with only 267% of principal amortized in ten years. With no



mimmediate additional debt issuance planned and the continued expansion and

" growth of the economic base, Moody’s expects the city’s debt position to
remain affordable. The proceeds from the current issue are expected to address
needs and projects over the next two to three years. Management does

"anticipate approaching voters in the future with a more comprehensive capital
program, although an approximate amount has not yet been targeted.
Management's ability to adequately handle additional debt given the slow rate

wmof debt retirement will remain key credit considerations.

ANALYSTS:
Juist Hinds, Analyst, Public Finance Group, Moody’s Investors Service
Laura Barrientos, Backup Analyst, Public Finance Group, Moody's Investors
Service

wiicole Johnson, Director, Public Finance Group, Moody*’s Investore Service

CONTACTS :

_Journalists: (212) 553-0376
Research Clients: (212) 553-1625



ﬁRST SOUTHWEST COMPANY

1700 Pacific Avenue
Suite 500
Dallas, Texas 75201
(214) 953-4000

TABULATION OF BIDS
RECEIVED AT SALE OF

$5,150,000
CITY OF KENNEDALE, TEXAS
COMBINATION TAX AND REVENUE CERTIFICATES OF OBLIGATION, SERIES 1998

SELLING THURSDAY, NOVEMBER 35, 1998, AT 11:00 AM, CST

TRUE

ACCOUNT MANAGER INTEREST COST
FIRST SOUTHWEST COMPANY 4.660232%
SOUTHWEST SECURITIES 4.745190%
SALOMON SMITH BARNEY 4.750139%
EVEREN SECURITIES, INC. 4.752274%
SUNTRUST EQUITABLE SECURITIES 4.789700%
DEAN WITTER REYNOLDS 4.831900%




REVISED
OFFICIAL BID FORM

Honorable Mayor and City Council November 5, 1998
City of Kennedale, Texas

Members of the City Council:
Reference is made 1o your Official Statement and Notice of Sale and Bidding Instructions, dated October 22, 1998 of $5.150,000 CITY OF
KENNEDALE, TEXAS COMBINATION TAX AND REVENUE CERTIFICATES OF OBLIGATION. SERIES 1998, both of which

constitute a part hercof.

For your legally issued Certificates, as described in said Notice of Sale and Bidding Instructions and Official Statement. we will pay you par and

accrued interest from date of issue to date of delivery to us, plus a cash premium of $ for Certificates maturing and bearing imerest
as follows:

Principal Interest Principal Interest Principal Interest
Mawrity __Amount Rate Maturity Amount Rate Maturity Amount Rate

2002 $ 65000 HGNH % 2010 $210000 H4.X15 % 2018 $305,000 H. b0 %
2003 65000 __( % 2011 225.000 ﬁ__% 2019 320000 4.0 %
2004 160.000 % 2012 230,000 % 2020 335000 415 %
2005 170.000 % 2013 240000 Y40 % 2021 350,000 o a
2006 180,000 _ == &% 2014 250000 H.45 % 2022 205000 _Y4.Q0 %
2007 185000 4349 % 2015 260000 Y4.50 % 2023 215,000 Y0 %
2008 190,000 i % 2016 275000 _Y4-55 % 2024 225,000 4%0g

2009 200,000 % 2017 290,000 455 %

Certificates maturing in the years 2002 through 2018 shall be Serial Certificates. As indicated below, the Bidder may bid one or two term
certificates consisting of the 2019 through 2024 maturities with each term consisting of at least two, but not more than five consecutive annual
principal amounts accurnulated from the maturity schedule shown above. For those years which have been combined into term centificates, the
principal amount shown in the table above shall be the mandatory sinking fund redemption amounts in such years except that the amount shown
in the vear of the term centificate marurity date shall mature in such year. The term certificates created are as follows:

Yearof Total
Muturity Date First Mandatory Principal Interest
—aH i Redemption Amount of Maturity Rate
25 ]! K5]20 $ (095 HI14 %
2315 Jad 211523 5 (ou§ 430 %

Our calculation (which is not a part of this bid} of the interest cost from the above is:

TRUE INTEREST COST H (9‘9“2 S %

We are having the Certificates of the following maturities Je il ,Pv insured by E £:,1 i Qg

at a premivm of $ 2! 40D , said premium to be paid by the Purchaser. Any fees to be paid 10 the raung
agencies as a result of said insurance will be paid by the City.
The Iniual Certificates shall be registered in the name of , which will, upon payment for the

Certificates, be cancelled by the Paying Agent/Registrar. The Certificates will then be registered in the name of Cede & Co. (DTC's partnership
nominee), under the Book-Entry-Only Systen.

A bank cashier's check or cenified check of the Bank, , int the amount of $103,000, which
represents our Good Faith Deposit (is attached hereto) or (has been made available w vou prior 1o the opening of this bid), and is submitied in
accordance with the terms as set forth in the Official Statement and Notice of Sale und Bidding Instructions.

We agree (o accept delivery of the Certificates utilizing the Book-Entry-Only System through DTC and make payment for the Initial Certificate in
immediately available funds in the Corporate Trust Division. U.S. Trust Company of Texas, N.A., Dallas, Texas, not later than 10:00 AM, CST,
on December 9, 1998, or thereafier on the date the Certificates are tendered for delivery, pursuant to the terms sct forth in the Notice of Sale and
Bidding Instructions. It will be the obligation of the purchaser of the Certificates (o complete the DTC Eligibility Questionnaire.



The undersigned agrees to complete, execute, and deliver 10 the City, at Jeast six business days prior to delivery of the Cenificates. a cemificate
relating to the “issue price™ of the Centificates in the form and to the effect accompanying the Notice of Sale and Bidding Instructions. with such
changes thereto as may be acceptable 1o the Ciry.

We agree to provide in writing the initial reoffering prices and other terms. if any. to the Financial Advisor by the close of the next
business day after the award.

Respectfully submutted, Syndicate Members:

First Southwest Company Stephen's Co-Mgr.
Name of Underwriter or Manager

Peter B. Stare, SVP
Authorized Representative

214/953-4040
Phone Number

E = foh=

Signature

ACCEPTANCE CLAUSE

The above and foregoing bid is hereby in all things accepted by the City of Kennedale. Texas. subject to and in accordance with the
Notice of Sale and Bidding Instructions, this the 5th day of November, 1998.

ATTEST:

Mayor
City of Kennedale, Texas

City Secretary
City of Kennedale, Texas



Final Numbers

City of Kennedale, Texas
Combination Tax & Revenue Certificates of Obligation
Series 1998
$5,150,000
DEBT SERVICE SCHEDULE
Date Principal Coupon Interest  Total P+I FISCAL TOTAL
12/09/1998 - - - - -
2/15/2000 - - 313,857.33 313,857.33 -
8/15/2000 - - 121,755.00 121,755.00 -
9/30/2000 - . - - 43561233
2/15/2001 - - 121,755.00 121,755.00 -
8/15/2001 - - 121,755.00 121,755.00 -
9/30/2001 - - - - 243,510.00
2/15/2002 65,000.00 5.875% 121,755.00 186,755.00 -
8/15/2002 - - 119,845.63 119,845.63 -
9/30/2002 - - - - 306,600.63
2/1572003 65,000.00 5.875% 119,845.63 184,845.63 -
8/15/2003 - - 117,936.25 117,936.25 -
9/30/2003 - - - - 302,781.88
2/15/2004 160,000.00 5.875% 117,936.25 277.936.25 -
8/15/2004 - - 113,236.25 113,236.25 -
9/30/2004 - - - - 391,172.50
2/15/2005 170,000.00 5.875% 113,236.25 283,236.25 -
8/15/2005 - - 108,242.50 108,242.50 -
9/30/2005 - - - - 391,478.75
2/152006 180,000.00 5.875% 108,242.50 288,242.50 -
8/15/2006 - - 102,955.00 102,955.00 -
9/30/2006 - - - - 391,197.50
2/1572007 185,000.00 4.375% 102,955.00 287,955.00 -
8/15/2007 - - 98,908.13 98.908.13 -
9/30/2007 - - - - 386,863.13
2/15/2008 190,000.00 4.375% 98,908.13 288,908.13 -
8/15/2008 - - 94,751.88 94,751 .88 -
9/30/2008 - - - - 383,660.01
2/15/2009 200,000.00 4.375% 94,751 88 294,751.88 -
8/15/2009 - - 90,376.88 90,376.88 -
©/30/2009 - - - - 385,128.76
2/15/2010 210,000.00 4.375% 90,376.88 300,376.88 -
8/15/2010 - - 85,783.13 85,783.13 -
9/30/2010 - - - - 386,160.01
2/1572011 225,000.00 4.375% 85,783.13 310,783.13 -
8/15/2011 - - 80,861.25 80,861.25 -
9/30/2011 - - - - 391,644.38
2/15/2012 230,000.00 4.375% 80,861.25 310,861.25 -
8/15/2012 - - 75,830.00 75,830.00 -
9/30/2012 - - - - 386,691.25
2/15/2013 240,000.00 4.400% 75,830.00 315,830.00 -
8/15/2013 - - 70,550.00 70,550.00 -
9/30/2013 - - - - 386,380.00
2/15/2014 250,000.00 4.450% 70,550.00 320,550.00 -
8/15/2014 - - 64,987.50 64,987.50 -
First Southwest Company File = Kenndale.sf-98c/o-fsc- SINGLE PURPOSE

Public Finance

11/5/1998 11:31 AM

Page 1



Final Numbers

City of Kennedale, Texas

Combination Tax & Revenue Certificates of Obligation

Series 1998
55,150,000
DEBT SERVICE SCHEDULE
Date Principal Coupon Interest  Total P+1 FISCAL TOTAL
9/30/2014 - - - - 385,537.50
2/15/2015 260,000.00 4.500% 64,987.50 324,987.50 -
8/15/2015 - - 59,137.50 59,137.50 -
9/30/2015 - - - - 384,125.00
2/15/2016 275,000.00 4.550% 59,137.50 334,137.50 -
8/15/2016 - - 52,881.25 52,881.25 -
9/30/2016 - - - - 387,018.75
21572017 290,000.00 4.550% 5288125 342,881.25 -
8/15/2017 - - 46,283.75 46,283.75 -
9/30/2017 - - - - 389,165.00
2/15/2018 305,000.00 4.600% 46,283.75 351,283.75 -
8/15/2018 - - 39,268.75 39,268.75 -
9/30/2018 - - - - 390,552.50
2/15/2019 320,000.00 4.700% 39,268.75 359,268.75 -
8/15/2019 - - 31,748.75 31,748.75 -
9/30/2019 - - - - 391,017.50
2/15/2020 335,000.00 4.750% 31,748.75 366,748.75 -
8/15/2020 - - 23,792.50 23,792.50 -
9/30/2020 - - - - 390,541.25
2/15/2021 350,000.00 4.750% 23,792.50 373,792.50 -
8/15/2021 - - 15,480.00 15,480.00 -
9/30/2021 - - - - 389,272.50
2/15/2022 205,000.00 4.800% 15,480.00 220,480.00 -
8/15/2022 - - 10,560.00 10,560.00 -
9/30/2022 - - - - 231,040.00
2/15/2023 215,000.00 4.800% 10,560.00 225,560.00 -
8/15/2023 - - 5,400.00 5,400.00 -
9/30/2023 - - - - 230,960.00
2/15/2024 225,000.00 4.300% 5,400.00 230,400.00 -
9/30/2024 - - - - 230,400.00
Total 5,150,000.00 - 3,818,511.13 8,968,511.13 -
First Southwest Company File = Kenndale.sf-98c/o-fsc- SINGLE PURPOSE

Public Finance

11/ 5/1998 11:31 AM

Page 2



Final Numbers

City of Kennedale, Texas
Combination Tax & Revenue Certificates of Obligation
Series 1998
55,150,000

DEBT SERVICE SCHEDULE

YIELD STATISTICS

Accrucd Interest from 11/01/1998 to 12/09/1998........ccornimicieresesesvnaieae 25,703.83
Bond Year DIOMArs.........oooooeeeeeeeeeeeeee et e e aaran $81,807.78
AVETAgE Life..o v 15.885 Years
AVEIAZE COUPOM.....c.oiiiiei e e cm st et cs st em e 4.6676627%

Net Interest Cost (INIC)....vveeivricii ettt acee s srereasaa e e sae e vass s eas s s rsarane 4.6676627%
True Interest Cost (TIC ). ..o s i s s et 4.6602319%
Bond Yield for Arbitrage PUIPOSES. .....c.coviirrceerinrere e e neen e s s sesevnes 4.6980872%
Al TNCIusive CaSt (ATC).....o oottt eb et en s s 4.7689149%

IRS FORM 8038
INEt INIETESE COSL.ocoiiiniiiiiini st e bbb bbb e bbb s sb bbb as 4.6672567%
Weighted Average Matl@ity ..ot e et ne oo 15.779 Years

First Southwest Company File = Kenndale.sf-98c/o-fsc- SINGLE PURPOSE
Public Finance 11/5/1998 11:31 AM

Page 3



Final Numbers

City of Kennedale, Texas
Combination Tax & Revenue Certificates of Obligation

Series 1998
35,150,000
DEBT SERVICE SCHEDULE

Date Principal Coupon Interest Total P+I
9/30/1999 - - - -
9/30/2000 - - 435,612.33 435,612.33
9/30/2001 - - 243,510.00 243,510.00
9/30/2002 65,000.00 5.875% 241,600.63 306,600.63
9/30/2003 65,000.00 5.875% 237,781.88 302,781.88
9/30/2004 160,000.00 5.875% 231,172.50 391,172.50
9/30/2005 170,000.00 5.875% 221,478.75 391,478.75
9/30/2006 180,000.00 5.875% 211,197.50 391,197.50
9/30/2007 185,000.00 4.375% 201,863.13 386,863.13
9/30/2008 190,000.00 4.375% 193,660.01 383,660.01
9/30/2009 200,000.00 4375% 185,128.76 385,128.76
9/30/2010 210,000.00 4.375% 176,160.01 386,160.01
9/30/2011 225,000.00 4375% 166,644.38 39],644.38
©/30/2012 230,000.00 4.375% 156,691.23 386,691.25
9/30/2013 240,000.00 4.400% 146,380.00 386,380.00
9/30/2014 250,000.00 4.450% 135,537.50 385,537.50
9/30/2015 260,000.00 4.500% 124,125.00 384,125.00
9/30/2016 275,000.00 4.550% 112,018.75 387,018.75
9/30/2017 250,000.00 4.550% 99,165.00 389,165.00
9/30/2018 305,000.00 4.600% 85,552.50 390,552.50
9/30/2019 320,000.00 4.700% 71,017.30 391,017.50
9/30/2020 335,000.00 4.750% 55,541.25 390,541.25
9/30/2021 350,000.00 4.750% 39,272.50 389,272.50
9/30/2022 205,000.00 4.800% 26,040.00 231,040.00
9/30/2023 215,000.00 4.800% 15,960.00 230,960.00
9/30/2024 225,000.00 4.800% 5,400.00 230,400.00

Total 5,150,000.00 - 3,818,511.13 8,968,511.13

YIELD STATISTICS

Accrued Interest from 11/01/1998 to 12/09/1998.... 25,703.83

BN YEar DOMALS...c...ovee ettt seeeni s s e cmsse s s rara ot e esere e ansma s ene e semenines $81,807.78

AVETABE L. cermssirr s re s s e s n s nsn st e st e bbb en e es e asmas st ein 15.885 Years

AVEIAZE COUPOML...c.oiiirinrociiecmineiememcere e emen s onesseemreearnn s ssecnescrncrceminecrnenennenseeneereee .00 T6627%

Net Interest Cost INIC) ..o oo eecsn et e s amesmneeneneeeees HOBT6627%

True INterest COSt (TIC).....couicoverrirrereeisererrnescsrisacoresee e e restarassssararasssseneensasesenserasasensenseresnton 4,6602319%

Bond Yield for Arbitrage Purposes.......c i 4.6980872%

All Inclusive Cost (AIC) ..o risisisernsss s 4. 1089149%

IRS FORM 8038

NEE IRIETESE COSL..... ittt sttt et st st s e 4.6672567%

Weighted Average Maturity. ... 15.779 Years
First Southwest Company File = Kenndale.sf-98c/o-fsc- SINGLE PURPOSE
Public Finance 11/5/1998 11:31 AM
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Final Numbers

City of Kennedale, Texas
Combination Tax & Revenue Certificates of Obligation

Series 1998
35,150,000
PRICING SUMMARY
Maturity Type of Bond Coupon Yield Maturity Value Price Dollar Price
2/15/2002 Serial Coupon 5.875% 5.875% 65,000.00 100.000% 65,000.00
2/1512003 Serial Coupon 5.875% 5.875% 65,000.00 100.000% 65,000.00
2/1512004 Serial Coupon 5.875% 5.875% 160,000.00 100.000% 160,000.00
2/1512005 Serial Coupon 5.875% 5.875% 170,060.00 100.000% 170,000¢.00
2/15/2006 Serial Coupon 5.875% 5.875% 180,000.00 100.000% 180,000.00
2/152007 Senal Coupon 4375% 4.375% 185,000.00 100.000% 185,000.00
2/15/2008 Serial Coupon 4.375% 4.375% 190,000.00 100.000% 190,000.00
2/15/2009 Serial Coupon 4375% 4.375% 200,000.00 100.000% 200,000.00
2/15/2010 Serial Coupon 4375% 4.375% 210,000.00 100.000% 210,000.00
2/1572011 Serial Coupon 4375% 4.375% 225,000.00 100.000% 225,000.00
2/15/2012 Serial Coupon 4375% 4.375% 230,000.00 100.000% 230,000.00
2/15/2013 Serial  Coupon 4.400% 4.400% 240,000.00 100.000% 240,000.00
2/15/2014 Serial Coupon 4.450% 4.450% 250,000.00 100.000% 250,000.00
2/1512015 Serial Coupon 4.500% 4.500% 260,000.00 100.000% 260,000.00
2/15/2016 Serial Coupon 4.550% 4.550% 275,000.00 100.000% 275,000.00
2/15/2017 Serial Coupon 4550% 4.550% 290,000.00 100.000% 290,000.00
2/15/2018 Serial Coupon 4.600% 4.600% 305,000.00 100.000% 305,000.00
2/15/2019 Serial Coupon 4.700% 4.700% 320,000.00 100.000% 320,000.00
2/15/2021 Term 1 Coupon 4750% 4.750% 685,000.00 100.000% 685,000.00
2/15/2024 Term 2 Coupon 4.800% 4.800% 645,000.00 100.000% 645,000.00
Total - - - - 5,150,000.00 - 5,150,000.00
BID INFORMATION

Par Amount of Bonds..........cccoieiiiiioeimieeeeee e $5,150,000.00

Gr08S Production.........cccueveveeeiinvrrreeisne e eeseeescvsernsmssresensseenees 99,150,000.00

Bid (100.000%).......ooooooovoceoeerseseeeereseeeereesesesossseeeeeseesesareeessesesee 5,150,000.00

Accrued Interest from 11/01/1998 to 12/09/1998......cccovverevecenne. 25,703.83

Total Purchase Price.........ccccovvvmminirenniremensnisinenssoenenns 39,175,703.83

Bond Year DOLArS. .......cooveveiveever e e sn v s ceesrsresnsarnesen $81,807.78

Average Life... ..o 15.885 Years

AVETAZE COUPOM....covieiererirrirrerereeieereseeressesresssr s ssrnsssesssenses 4.6676627%

Net Interest Cost (NIC)......covrvioieieecee et ceen s eesn e sesee s 4.6676627%

True Interest Cost (TIC)... 4.660231%%

First Southwest Company
Public Finance

File = Kenndale.sf-98¢/0-fsc- SINGLE PURPOSE

Page 5
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Final Numbers

City of Kennedale, Texas
Combination Tax & Revenue Certificates of Obligation
Series 1998
CITY HALL, et al.

DEBT SERVICE SCHEDULE

Date Principal Coupon Interest Total P+I FISCAL TOTAL
12/09/1998 - - - - -
2/15/2000 - - 188,090.78 188,050.78 -
8/15/2000 - - 72,966.25 72.966.25 -
9/30/2000 - - - - 261,057.03
2/15/2001 - . 72,966.25 72,966.25 -
8/15/2001 - - 72,966.25 72,966.25 -
9/30/2001 - - - - 145,932.50
2/15/2002 - . 72,966.25 72,966.25 -
B/15/2002 - - 72,966.25 72,966.25 -
9/30/2002 - - - - 145,932.50
2/15/2003 - - 72,966.25 72,966.25 -
8/15/2003 - - 72,966.25 72,966.25 -
9/30/2003 - - - - 145,932 50
2/15/2004 90,000.00 5.875% 72,966.25 162,966.25 -
8/15/2004 - - 70,322 50 70,322 50 -
9/30/2004 - - - - 233,288.75
2/15/2005 95,000.00 5.875% 70,322.50 165,322.50 -
8/15/2005 - - 67,531.88 67,531.88 -
9/30/2005 - - - - 232,854 38
2/15/2006 100,000.00 5.875% 67,531.88 167,531.88 -
8/1572006 - - 64,594 38 64,594 38 -
9/30/2006 - - - - 232,126.26
2/15/2007 105,000.00 4.375% 64,594.38 169,594.38 -
8/1512007 - - 62,297 50 62,297.50 -
9/30/2007 - - - - 231,891 .88
2/15/2008 105,000.00 4.375% 62,297.50 167,297.50 -
8/15/2008 - - 60,000.63 60,000.63 -
9/30/2008 - - - - 22729813
2/15/2009 110,000.00 4375% 60,000.63 170,000.63 .
8/15/2009 - - 57,594.38 57,594.38 -
9/30/2009 - - - - 227,595.01
21512010 115,000.00 4.375% 57,594.38 172,594.38 .
8/15/2010 - - 55,078.75 55,078.75 -
9/30/2010 - - - - 22767313
2/1512011 130,000.00 4375% 55,078.75 185,078.75 .
8/15/2011 - - 52,235.00 52,235.00 -
9/30/2011 - - - - 23731375
2/15/2012 130,000.00 4.375% 52,235.00 182,235.00 -
8/15/2012 - - 49,391.25 4939125 -
9/30/2012 - - - - 231,626.25
2/152013 135,000.00 4.400% 49,391.25 184,391.25 -
8/15/2013 - - 46,421.25 46,421.25 -
9/30/2013 - - - - 230,812.50
2/1572014 140,000.00 4.450% 46,42125 186,421.25 -
8/15/2014 - - 43,306.25 43,306.25 .

First Southwest Company

Public Finance

File = Kenndale.sf-98c/o-City Hall
11/5/1998 1:29 PM



Final Numbers

City of Kennedale, Texas
Combination Tax & Revenue Certificates of Obligation
Series 1998
CITY HALL, et al.

DEBT SERVICE SCHEDULE
Date Principal Coupon Interest  Total P+I FISCAL TOTAL
9/30/2014 - - - - 229,727.50
2/15/2015 145,000.00 4.500% 43,306.25 188,306.25 -
8/15/2015 - - 40,043.75 40,043.75 -
9/30/2015 - - - - 228.350.00
2/15/2016 155,000.00 4.550% 40,043.75 195,043.75 -
8/15/2016 - - 36,517.50 36,517.50 -
9/30/2016 - - - - 231,561.25
2/15/2017 165,000.00 4.550% 36,517.50 201,517.50 -
8/15/2017 - - 32,763.75 32,763.75 -
©/30/2017 - - - - 23428125
2/15/2018 170,000.00 4.600% 32,763.75 202,763.75 -
8/15/2018 - - 28.853.75 28.,853.75 -
9/30/2018 - - - - 231,617.50
2/15/2019 180,000.00 4.700% 28,853.75 208,853.75 -
8/15/2019 - - 24,623.75 24,623.75 -
9/30/2019 - - - - 233,477.50
2/15/2020 160,000.00 4.750% 24,623.75 214,623.75 -
8/15/2020 - - 20,111.25 20,111.25 -
9/30/2020 - - - - 234,735.00
2/15/2021 195,000.00 4.750% 20,111.25 215,111.25 -
8/15/2021 - - 15,480.00 15,480.00 -
9/30/2021 - - - - 230,591.25
2/15/2022 205,000.00 4.800% 15,480.00 220,480.00 -
8/15/2022 - - 10,560.00 10,560.00 -
9/30/2022 - - - - 231,040.00
2/15/2023 215.000.00 4.800% 10,560.00 225,560.00 -
8/15/2023 - - 5,400.00 5,400.00 -
9/30/2023 - - - - 230,960.00
2/15/2024 225,000.00 4.800% 5,400.00 230,400.00 -
973072024 - - - - 230,400.00
Total 3,100,000.00 - 2,458,075.82 5,558,075.82 -
First Southwest Company File = Kenndale sf-98¢/0-City Hall

Public Finance

11/5/1998 1:29FPM



Final Numbers

City of Kennedale, Texas
Combination Tax & Revenue Certificates of Obligation
Series 1998
CITY HALL, et al.

DEBT SERVICE SCHEDULE

YIELD STATISTICS

Accrued Interest from 11/01/1998 to 12/09/E998........ooooieeie et en e
Bond Year DOLIAS........c.cccnrieri i ceinrss s sere e se s ressesansssessnsmsasssssssrsnsensnsnsessnsnsans
AVETAZE LB .. oot e nsen et e e e e
AVETALE COUPOM..cciiiriisiinisiniosins s s srenssassi cor s shese s sessne st onea s eb b e b sansbssesmtss b b s

Net Interest Cost (NIC)......coiroriinricimirrcimnierevisssininnmesess s ssssnsssssasssbesasmsananss
True Interest Cost {TTC).....i v it rsa b e sar s ene
Bond Yield for Arbitrage PUIPOSES. ... imineiiiesmniimsi st isres e s sssessssessessssesssssne s
Al IRCIUSive COSE(AIC)........oeiiciiereeiseeeit e ce st et as e saesesevaassessanaseansnesmrmsne s

IRS FORM 8038
NELINETESE COSE...cveeeeee et et rerecee et ettt s e e n st mrese b eseseseemsnesanraes
Weighted Average Maturity.. ...t bi b e s

15,403.99
$52,540.56
16.949 Years
4.6784352%

4.6784352%
4.6670431%
4.6980873%
4.7707135%

4.6782530%
16.843 Years

First Southwest Company
Public Finance

File = Kenndale sf-98¢/o-City Hall
11/5/1998 1:29 PM



-

Final Numbers

City of Kennedale, Texas

Combination Tax & Revenue Certificates of Obligation
Series 1998
CITY HALL, et al.

DEBT SERVICE SCHEDULE

Date Principal Coupon Interest Total P+1

9/30/1999 - - - -
9/30/2000 - - 261,057.03 261,057.03
9/30/2001 - - 145,932.50 145,932.50
9/30/2002 - - 145,932.50 145,932.50
9/30/2003 - - 145,932.50 145,932.50
9/30/2004 90,000.00 5.875% 143,288.75 233,288.75
9/30/2005 95,000.00 5.875% 137,854.38 23285438
9/30/2006 100,000.00 5.875% 132,126.26 232,126.26
9/30/2007 105,000.00 4.375% 126,891.88 231,891.88
9/30/2008 105,000.00 4.375% 122,298.13 227,298.13
9/30/2009 110,000.00 4.375% 117,595.01 227,595.01
9/30/2010 115,000.00 4.375% 112,673.13 227,673.13
9/30/2011 130,000.00 4.375% 107,313.75 237,313.75
9/30/2012 130,000.00 4.375% 101,626.25 231,626.25
9/30/2013 135,000.00 4.400% 95,812.50 230,812.50
9/30/2014 140,000.00 4.450% 89,727.50 229,727.50
9/30/2015 145,000.00 4.500% 83,350.00 228,350.00
9/30/2016 155,000.00 4.550% 76,561.25 231,561.25
9/30/2017 165,000.00 4.550% 69,281.25 234,281.25
©/30/2018 170,000.00 4.600% 61,617.50 231,617.50
9/30/2019 180,000.00 4.700% 53,477.50 233,477.50
9/30/2020 190,000.00 4.750% 44,735.00 234,735.00
9/30/2021 195,000.00 4.750% 35,591.25 230,591.25
9/30/2022 205,000.00 4.800% 26,040.00 231,040.00
9/30/2023 215,000.00 4.800% 15,960.00 230,960.00
9/30/2024 225,000.00 4.800% 5,400.00 230.400.00
Total 3,100,000.00 - 2,458,075.82 5,558,075.82

YIELD STATISTICS

Accrued Interest from 11/01/1998 to 12/09/1998.... 15,403.99
Bond Year Dollars...........ccciinesinieinenns $52,540.56
AVETAZE Lif..cueneeee et st b e s e 16.949 Years
AVETAZE COUPON. 1ovviririrrssessntsarssmssssssmansacss osessessesss s sres oo oos e e s 4.6784352%
Net Interest Cost (NIC)... et et st esas b s sassonenssenasarssessnsrarasneenerencee 3.6784352%8
True Interest Cost (TIC).....v.rern. 4.6670431%
Bond Yield for Arbitrage Purposes v 4.6980873%
AlFINCIUSIVE COSE (AIC). 1 ivieveerereneneisicarmieres i st s s et e s rn e s s 4,7707135%
IRS FORM 8038

NEE TLELEESE COSterrnrarronesossoseseesssesssssessemseeresneseresereemresntincsssssasssssensentsarasassorssesossensenreensecrenecnees $.6782530%
Weighted AVErage MatUril....... .o s s s 16.843 Years

First Southwest Company File = Kenndale.sf-98c/0-City Hall

Public Finance

11/5/1998 1:29 PM



Final Numbers

City of Kennedale, Texas
Combination Tax & Revenue Certificates of Obligation

Series 1998
WATER & SEWER SYSTEM IMPROVEMENTS
DEBT SERVICE SCHEDULE
Date Principal Coupon Interest  Total P+I FISCAL TOTAL
12/059/1998 - - - - -
2/15/2000 - - 125,766.56 125,766.56 -
8/15/2000 - - 48,788.75 48,788.75 -
9/30/2000 - - - - 174,555.31
2/15/2001 - - 48,788.75 48,788.75 -
8/15/2001 - - 48,788.75 48,788.75 -
9/30/2001 - - - - 97,577.50
2/15/2002 65,000.00 5.875% 48,788.75 113,788.75 -
8/15/2002 - - 46,879.38 46,879.38 -
9/30/2002 - - - - 160,668.13
2/15/2003 65,000.00 5.875% 46,879.38 111,879.38 -
8/15/2003 - - 44,970.00 44.970.00 -
9/30/2003 - - - - 156,849.38
2/15/2004 70,000.00 5.875% 44.970.00 114,970.00 -
8/15/2004 - - 42.913.75 42913.75 -
9/30/2004 - - - - 157,883.75
2/15/2005 75,000.00 5.875% 42913.75 117,913.75 -
8/15/2005 - - 40,710.63 40,710.63 -
9/30/2005 - - - - 158,624.38
2/15/2006 80,000.00 5.875% 40,710.63 120,710.63 -
8/15/2006 - - 38,360.63 38,360.63 -
8/30/2006 - - - - 159,071.26
2/15/2007 80,000.00 4.375% 38,360.63 118,360.63 -
8/15/2007 - - 36,610.63 36,610.63 -
9/30/2007 - - - - 154,971.26
2/15/2008 85,000.00 4375% 36,610.63 121,610.63 -
8/15/2008 - - 34,751.25 34,751.25 -
9/30/2008 - - - - 156,361.88
2/15/2009 90,000.00 4.375% 34,751.25 124,751.25 -
8/15/2009 - - 32,782.50 32,782.50 -
9/30/2009 . - - - 157,533.75
2/15/2010 95,000.00 4.375% 32,782.50 127,782.50 -
8/15/2010 - - 30,704.38 30,704.38 -
9/30/2010 - - - - 158,486.88
2/15/2011 95,000.00 4.375% 30,704.38 125,704.38 -
8/15/2011 - - 28,626.25 28,626.25 -
9/30/2011 - - - - 154,330.63
2/15/2012 100,000.00 4.375% 28,626.25 128,626.25 -
8/15/2012 - - 26,438.75 26,438.75 -
9/30/2012 - - - - 155,065.00
/152013 105,000.00 4.400% 26,438.75 131,438.75 -
8/15/2013 - - 24,128.75 24,128.75 -
§/30/2013 - - - - 135,567.50
2/15/2014 110,000.00 4.450% 24,128.75 134,128.75 -
8/15/2014 - - 21,681.25 21,681.25 -
First Southwest Company File = Kenndale.sf-98c/o-Self-Supporting

Public Finance

11/5/1998 1:30 PM



Final Numbers

City of Kennedale, Texas
Combination Tax & Revenue Certificates of Obligation

Series 1998
WATER & SEWER SYSTEM IMPROVEMENTS
DEBT SERVICE SCHEDULE
Date Principal Coupon Interest  Total P+1 FISCAL TOTAL
9/30/2014 - - - - 155,810.00
2/15/2015 115,000.00 4.500% 21,681.25 136,681.25 -
8/15/2015 - - 19,093.75 19,093.75 -
9/30/2015 - - - - 155,775.00
2/152016 120,000.00 4.550% 19,093.75 139,093.75 -
8/15/2016 - - 16,363.75 16,363.75 -
9/30/2016 - - - - 155,457.50
2/15/2017 125,000.00 4.550% 16,363.75 141,363.75 -
8/15/2017 - - 13,520.00 13,520.00 -
9/30/2017 - - - - 154,883.75
2/1512018 135,000.00 4.600% 13,520.00 148,520.00 -
8/15/2018 - - 10,415.00 10,415.00 -
9/30/2018 - - - - 158,935.00
2/15/2019 140,000.00 4.700% 10,415.00 150,415.00 -
8/15/2019 - - 7,125.00 7.125.00 -
©/30/2019 - - - - 157,540.00
2/15/2020 145,000.00 4.750% 7,125.00 152,125.00 -
8/15/2020 - - 3,681.25 3,681.25 -
9/30/2020 - - - - 155,806.25
2/15/2021 155,000.00 4.750% 3,681.25 158,681.25 -
9/30/2021 - - - - 158,681.25
Total 2,050,000.00 - 1,360,43536  3,410,43536 -
YIELD STATISTICS
Accrued Interest from 11/01/1998 to 12/09/1998.......cc oo ceevreveececve v 10,299.85
Bond Year Dollars..........ccooooiivicieee $20.267.22
AVETAEE LIfC..oiiiiiiiienininiimsn e st enacsssa st ssnassstsssessssnss s ancassesaenssesesans 14.277 Years
AVETAEE COUPOIL. ..ot e s s 4.6483242%
Net Interest Cost (NIC)..... 4.6483242%
True Interest Cost (TIC).....c.coveeennen 4.6485619%
Bond Yield for Arbitrage Purposes.. ..o oot n e 4.6980873%
AllInclusive Cost (AIC).......coiiviiiiee st e 4.7658325%
IRS FORM 8038
NEt INTETESE COSL...iviiiivoiiiisimresriii e st snens s s ras s i e et s s s i bbb emn s asms 4,6474932%
Weighted Average Maturity.............ooii et e 14.171 Years

First Southwest Company
Public Finance

File = Kenndale.sf-98c/0-Self-Supporting
11/5/1998 1:30 PM



Final Numbers

City of Kennedale, Texas

Combination Tax & Revenue Certificates of Obligation

Series 1998
WATER & SEWER SYSTEM IMPROVEMENTS
DEBT SERVICE SCHEDULE
Date Principal Coupon Interest Total P+1
9/30/1999 - - - -
9/30/2000 - - 174,555.31 174,555.31
9/30/2001 - - 97,577.50 97,577.50
9/30/2002 65,000.00 5.875% 95,668.13 160,668.13
9/30/2003 65,000.00 5.875% 91,849.38 156,849.38
6/30/2004 706,000.00 5.875% 87,883.75 157,883.75
9/30/2005 75,000.00 5.875% 83,624.38 158,624.38
9/30/2006 80,000.00 5.875% 79.071.26 159,071.26
9/30/2007 80,000.00 4.375% 74,971.26 154,971.26
9/30/2008 85,000.00 4.375% 71,361.88 156,361.88
9/30/2009 60,000.00 4.375% 67,533.75 157,533.75
9/30/2010 95,000.00 4375% 63,486.88 158,486.88
6/30/2011 95,000.00 4.375% 59,330.63 154,330.63
9/30/2012 100,000.00 4375% 55,065.00 155,065.00
6/30/2013 105,000.00 4.400% 50,567.50 155,567.50
9/30/2014 110,000.00 4.450% 45,810.00 155,810.00
6/30/2015 115,000.00 4.500% 40,775.00 155,775.00
9/30/2016 120,000.00 4.550% 35,457.50 155,457.50
9/30/2017 125,000.00 4.550% 29,883.75 154,883.75
9/30/2018 135,000.00 4.600% 23.935.00 158,935.00
9/30/2019 140,000.00 4.700% 17,540.00 157,540.00
9/30/2020 145,000.00 4.750% 10,806.25 155,806.25
9/30/2021 155,000.00 4.750% 3,681.25 158,681.25
Total 2,050,000.00 - 1,360,435.36 3,410,435.36
YIELD STATISTICS
Accrued Interest from 11/01/1998 t0 12/09/1998........ccooi et ss i s 10,299.85
BONd YEAT DIOIIAIS.....oovtceceeve st ceiiresaescevesestcsems e sesasss et ersassassatatesrasasassssesesenssnsnensossnsasassmssnra $29,267.22
Average Life. ... .. 14.277 Years
AVETagEe COUPOML ... e s et s s .0883242%
Nt TREETESE COSE QNIC. oo oo oee oo eeeee e oo eemeere e eeee e oot e eesseemee e eeme e eeereneee 4.6483242%
True Interest Cost (TIC) 4.6485619%
Bond Yield for Arbitrage Purposes... e 4.6980873%
All Inclusive COSt {AIC).. ..o v rerseres i s e ssess s sesaesnsasnrereeserssesmsessmsenrensrenneces S 1058325%
IRS FORM 8038
Net Interest Cost......cocerrruarnies weo 4.6474932%
Weighted Average Maturily........cco.ooooereeneinnmnnmineicsmmmsssenessinsmmerssmmmamise-seens 14,171 Years
First Southwest Company File = Kenndate.sf-98¢/o0-Self-Supporting

Public Finance 11/5/1998 1:31 PM



B6/S/T1 Agedwin)y 1IS9ANOS 15114

000°006% ‘1IIBH 11 AU JO 1500 paew sy
TirH A1) A0 10 2,6z Adndoo pinoa uainedap 19mAy SINUIAID TIKAS JdM3S PR I3tz WO pred (XN 0064 JO %67 SAunssy ()
V00T ‘$1 Arenigaq uo wauked 1801) AU MM Qo6 T *7 IOQUISAON] TN 18D 2[0S B SAUNSSY (§)
%001 ey uONMR(0D xR, (¢)
“IJRIINY) [ PUE STEAK JAL] JOT 24,0 18 PIWNSSE (A0S uoneneA aqexe], 19N (1)

L8Y'TEr'e § £96'S87 $ TEERPTFS SEVOIF'E  § 9L0'BSSS  § 0L7'868 4

- - 610065 05T §T0C
LTSROO LLY'E1T - £TL01 00¥'0LT 6H0°065°08T 70T
LPS800 LOIFIT - £9L91 096°0£C 6P0965°05T X
05€80°0 1LTFIT - 69L'91 0] R £ 6H)'965'05T T
123300 SS8elIT - SIF'ELT 180°8CT [65°0EC 61096505 120T
L8900 86Y°L1T - EPRTLL 908°c¢1 SELPET 61096805 0207
1798070 EC9IT - 98P LT 1129291 RLFEET 60965067 al10c
TLER00 LOSFIT - OrLCL] CEO'8CT 8T9°1EC 630965 05T 810T
0L9800 LLTLIT - H 0 PA FES ST [8TPET 610965057 L10T
0LSR00 PSLPIT - YT TLL RCPCCT [9¢°1€T 6965 08T 910C
1S+80°0 OLLTIT - 6YETLI SLLCST 0S€£°87 670965 05T C10¢
205800 PSO'ElT - PRUTLI 018551 8TL6TT 6H0'965°05T v10L
L8000 090F1T - 0zZE'TLT 8YS'CET £18°0¢€C 6H)'965°08T £10C
TLSRO0 SISPIT - LEFTLT SO0°CST 979°I€T 60°965' 05T Fa (ird
£8L80°0 680°07C - SCSILT TEEPST PTELET 6H0'965°08T 110¢
Rrd 2.00] SPTTIT - 4 (YA LBERST €LYLTT 6P0'965'05T 01L0¢
£TFB00 9L0'T1T - ECO'VLT PeS LSl C6S°LTT 6P0965'05T [V.074
CIP800 108°01T - 658°TLT 79€79¢CT 867°LTT 6H0"965°0ST R00C
785800 190°51T - WSILT TL6'PST T6%'1€T 670'965'05T LOOC
0s60°0 99(0'RET LE 6ZLYIT 1L0'68 1 9Z1°'Z€T SEO'I9 6H0Y65'05T Y00C
008600 990'8€T 472 RTY'TIT FTORC1 PER'TET 8TL'68 6F0°965 08T SO0
005600 990'8¢T CITT EIP 60T (21 68T'EET €LV'LS 6P0°965'05T +00¢
1616070 8LTLIT - HEYHOT 6¥8act E6'SPI SCT'6T! 19E°LTF9ET £00C
005800 LS 881 0STIE £78°00¢ 899°091 fE6'SHI s’ 611 T6S°GTOETT 700t
005L0°0 $08'LC1 PIy'8gC vle'ttl 8LCLa tE6' ST 89°L11 CLTCOrOTT 100¢
00890°'0 c0'sTl sl 06L°TET SSEPLT LSO'19Z SCLOT) Lo SN Y | 000T
8LEVODO 1[R36'1R8 - oreLe - - LTT611 Ob6'6ST LRI He6T
1€8Y0°0 $ €L9ES S - $ . Peoer § o - $ - % L90¢C1 § 2 IR RTARY 2061
e Xe1 3NAIIS um(] Ang Junaoddny WISAY 13BN MEH A1) ANAIIY LIODET[EA dag-g¢

S®I q2q A XeJ 10§ PIEN 000°050°T$ 000°00T'c$ (U Aqexe ] 13N qAd
paambay nedaddy uonpnquUIu) H =4 8661 SILBY Buipueysing
Auereq punyj UG ) JO $31PYII0)

000'0S1°¢$
UOLRZIIOWEY JEA A GT ‘1ordw) amy xe ],

ue] ] 1gaq panoddng xe
AL ‘Arepouudy Jo AN




BO/S/11 KUpdwor) 1s2Mynog 1541,

Q661 SALIG ‘UONRII() JO SARIYILII)) JOUDAIY 29 XB | UOHBUIGLIO.) J[Epuudy| Jo A1) —
spuog eddrunq Jo xapuj , s 124ng puog, —

=) =) O o O O O O & el Rl 0 O o O O D O
~ ~ ~ ~ ~ ~ ~ ~ ~ -~ ~ - ~ -~ ~ ~ ~ ~
P p— ot — — — p— p— — — — — ) f— ) ) p— p—
wn L A LA wh LA W U h h wn N wn LA Lh LN La wn
=~ =~ = = ey = =~ =~ = =~ ~ S =~ = =~ =~ =~ ~
\O e o =) =) O O el e o0 o0 2] e o0 e ] o0 o0 (oo}
fe%s] ~ (=) Lh - 2 r2 — < =) oo ~1 =8 n p=s (V8] ro —
L " AL L i | L L 1 | L L I | L i O
I7) -

oG
afmuadIag

%96’Y - M0

01

cl

%Btt'€l -Ysi H ———»

vl

91

spuog redidunjy Jo xopuj s JoAng puog,
SBX3 ], ‘a[epauuay| Jo A1)



FIRST SOUTHWEST COMPANY
"Bond Buyer's" Index of 20 Municipal Bonds
Basis Valuation of Par Bands

The most important guide as to what the Municipal Bond Market has done in one time period versus another is the "Bond Buyer's” 20 Bond
Index. Published on Thursday of each week, it is the accepted guide of the Municipal Bond Industry to determine trends and movements of
interest rates in the market. To computc the index cach week a poll is taken of several large investment banking houses on the 20 year price
(expressed in terms of an inferest rate) of the outstanding bonds of certain municipalities.

Week 1988 1989 1960 1991 1992 1993 1994 1995 1996 1997 1998

Jaruary 1 783 744 703 700 652 617 538 666 537 570 S0
2 783 740 703 715 640 619 531 653 550 571 4.9
3 761 729 714 710 656 616 529 644 540 572 503
4 751 727 719 706 659 610 528 649 546 572 511
5 700  6.65 573

February 1 749 729 724 68 671 604 525 640 S40 570 511
2 740 738 720 681 674 597 536 618 537 562 508
3 755 754 706 697 675 585 542 618 533 556 507
4 752 755 727 701 674 560 55 611 548 565 514
5 5.57

March 1 747 756 725  1.06 671 547 584 608 55 570 525
2 767 752 725 706 676 558 588 618 581 575 520
3 775 752 13 713 679 571 584 606 58 578 519
4 789 772 731 714 677 578 592 609 590 581 520
5 790 764  7.33 607 607

April 1 78 756 733 706 673 58 634 603 586 588 519
2 781 754 731 702 666 584 622 601 603 58 518
3 787 744 739 698 660 570 619 596 594 587 521
4 777 740 751 701 668 567 616 606 581 587 525
5 669 575 5.32

May 1 784 736 754 695 664 57 618 610 606 577 526
2 785 736 739 693 654 560 632 59 608 571 523
3 797 718 729 694 651 ST 614 592 59 561 516
4 7% 741 726 698 658 573 613 583 58 566 513
5 726 697 594 5.67

Tune 1 787 715 121 706 657 561 609 579 594 560 513
2 778 695 720 719 652 568 58 575 602 552 508
3 773 688 728 7.5 646 561 604 58 606 548 Sl
4 777 708 727 7.3 64 557 616 58 597 553  Sla
5 774 7.02 628 597

Tuly 1 775 700 724 7.0 638 5355 627 591 584 553 515
2 777 6% 720 707 617 555 622 581 600 538 512
3 777 695 717 704 616 550 622 599 58 532 517
4 776 695 715 700 605 56l 622 597 58 528 516
5 589 565 523 5.16

August 1 760 686 708 699 606 561 616 603 579 533 516
2 783 702 722 654 605 545 625 607 567 555 5l
3 785 709 726 688 621 540 622 612 574 543 509
4 780 715 756 686 631 535 621 608 575 545  5.03
5 716 747 685 598 5.86

September 1 7.76 7.15 7.41 6.36 6.24 5.35 6.16 5.90 5.95 542 5.03
2 767 716 735 681 616 524 618 583 58 544 500
3 750 733 741 678 627 527 624 591 588 533 497
4 762 740 753 673 633 530 637 600 576 536 4%
5 7.64 , 530 643

October 1 753 727 748 664 627 530 650 58 570 534 482
2 752 119 756 666 629 520 644 582 573 538 4.88
3 745 718 748 667 634 520 649 572 572 542 496
4 736 722 743 673 653 531 664 576 575 542 4%
5 669 6.6 570 535 500

November 1 733 724 729 671 651 545 683 570 567 538
2 744 720 724 669 638 546 69 568 560 534
3 750 712 715 675 628 546 706 565 555 531
4 758 708 7.3 678 626 549  7.03 565 554 529
5 7.04  7.08 5.54

December 766 700 706 68 628 546 650 535 557 525

7.68 6.99 7.05 6.71 6.22 5.33 6.88 5.51 5.66 521
7.66 6.96 7.11 6.60 6.25 5.36 6.77 5.51 5.67 5.17
7.57 697 7.14 6.58 6.19 5.34 6.70 5.44 5.66 5.14
7.50 6.17 5.28 6.71 5.15
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OFFICIAL STATEMENT

Dated October 22, 1998
Ratings:
Moedy’s: Applied For
See (“Other Information -
Ratings™ herein)
NEW ISSUE - Book-Entry-Only

In the opinion of Bond Counsel, interest on the Cenificates will be excludable from gross income for federal incorme tax purposes under
statutes, regulations, published rulings and court decisions existing on the date thereof, subject to the matters described under “Tax

Matters™ herein, including the alternative ninimum tax on comorations.

THE CERTIFICATES WILL BE DESIGNATED AS “QUALIFIED TAX-EXEMPT OBLIGATIONS” FOR FINANCIAL INSTITUTIONS

$5,150,000
CITY OF KENNEDALE, TEXAS
(Tarrant County)
COMBINATION TAX AND REVENUE
CERTIFICATES OF OBLICATION, SERIES 1998

Dated Date: November 1, 1998 Due: February 15, as shown below

PAYMENT TERMS . . . Interest on the $5.150.000 City of Kennedale, Texas. Combination Tax and Revenue Certificates of Obligation,
Senes 1998 (the “Certificates”) will accrue from November 1, 1998, (the “Dated Date™ and will be puyable February 15 and August [5
of each year commencing February 15, 2000, and will be calculated on the basis of a 360-day year consisting of twelve 30-day months.
The definitive Certificates will be inirially registered and delivered only w0 Cede & Co., the nominee of The Depository Trust Company
("DTC™) pursuant to the Book-Entry-Only System described herein,  Benefieial ownership of the Certificutes may be acquired in
denominations of $5.000 or integral multiples thereof. No physical delivery of the Certificates will be made to the owners thereof.
Principal ol, premium, if any. and interest on the Certificales will be puyable by the Paying Agent/Registrar 10 Cede & Co., which will
make distnibution of the amounts so paid to the participating members of DTC for subsequent payment (o the beneficial owners of the
Certificates.  See “The Certificates - Book-Entry-Only System” herein, The initial Paying Agent/Registrar is US, Trust Company of
Texas, N.A.. Dallas. Texus (sec “The Certificates - Paying Agent/Registrar™,

AUTHORITY FOR ISSUANCE . . . The Certificates are issued pursuant to the Constitution and general laws of the State of Tcxas, (the
“State™) particularly Subchapter C of Chapter 271. Texas Local Government Code (the Certificate of Obligation Act of 1971), as
amended, and constitute direct obligations of the City of Kennedale, Texas (the “City™), payable trom a combination of (i) the levy and
collection of a direct and continuing ad valoren Lax, within the limits prescribed by law. on all taxabk: property within the City. and (i) a
limited pledge (not W exceed $1,000 over the life of the Certificaics) of surplus net revenues of the City's Waterworks and Sewer System,
as provided in the ordinance authorizing the Certificates (the “Ordinance”) (see “The Certificates - Authority lor Issuance™).

PURPOSE . . . 'roceeds from the sale of the Certificates will be used to (1) acquire land for, and construct, a municipal complex, (ii}
acyuite and construct certain improvements for the City's waler sysiem, {iii) make improvements to City streets, and (iv) pay costs of
issuance associated with the issuance of the Certificates.

MATURITY SCHEDULE

See Schedule on inside front cover

LEGALITY . .. The Cenificares are offered for delivery when, as and if issued and received by the initial purchaser(s) and subject to the
approving opmion ol the Attorney General of Texas and the opinion of McCall, Parkhurst & Horton 1.L.P.. Bond Counsel. Dallas. Texas
(sce Appendix C, "Form of Bond Counsel's Opinion™),

DELIVERY . . Ttis expected that the Certificates will be available for delivery through DTC on or ahout December 9, 1998,



MATURITY SCHEDULE

Price Price
ot or
Amount Matarity. _Rare. Yield . ~ Amouant Maturity, Rate _Yield
$ 65.000 2002 $ 250,000 2014
03,000 2003 260,000 2015
160,000 2004 275.000 2016
170.000 2003 290,000 2017
180,600 2006 2()5.000 2018
185.000 2007 220,000 2019
190,000 2008 335,000 2020
200,000 2009 350.000 202t
210,000 2010 205.000 2022
225,000 2011 215,000 2023
230,000 2012 225.000 2024
240.000 2013

{Accrued Interest from November 1, 1998 to he added)

OPTIONALREDEMPTION . .. The City reserves the right. at its option. (0 redeem the Certificates maturing on and atter February 15,
2007, in whole or in part in principal amounts of $5.006 or any integral multiple thereof, oo February 15, 2006, or any date thercatter, at
the par value thereof plus accrued interest to the date of redemption. (see “The Centilicates - Redemption”).

MANDATORY SINKING FUND REDEMPTION . . . In addition to heing subject to optivnal redemption as provided above. should the
Purchaser(s) select Alternate 2 (a combination of Serial Certificates and Term Certificates). the Term Certificates are subject to
annual mandatory sinking (und redemplion prior to maturity at a price ol par plus accrued interest to the redemption date from
amounts required 10 he deposited in the Interest and Sinking Fund on each February 15. commeneing on the February 15 following
the immediately preceeding maturity for Certificates. until the stawed maturity for the Term Cenificates. The principal amount of
Term Certificates 1o be redeemed on each mandatory redemption date shall be the principal amount that would have been due and
payable in the Maturity Schedule shown on page 2 hereol had no conversion to Term Certificates occurred.

ro



This Official Statement, which includes the cover page and the Appendices hereto, does not constitute an offer 10 sell or the
solicitation of an offer 1o buy in any jurisdiction Yo any person 1o whom it is unlawful to make such offer. solicitation ar sale.

No dealer. broker, salesperson or ather person has been authorized to give information or to make any representation other than

those contained in this Official Statement, and, If given or ma

upon.

de, such other information or representations must not be relied

The information set forth herein has been obtained from the City and other sources believed to be reliable, but such information
is not guaranteed as to decuracy of complereness and is not to be construed us the promise or guarantee of the Financial
Advisor. This Official Statement contaiits, in part, estimares and matters of opinion which are not intended as statements of fact.
and no representation is made as fo the correctness of such estimares and opinions, or that they will be revlized,

The informarion and expressions of opinion contained hevein are subject fo change without notice, and neither the deltvery of
this Official Statement nor any sale made hereunder shall. under any circumstances, create any implication that there has been

wto change in the affairs of the Ciry or other matfers described.
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OFFICIAL STATEMENT SUMMARY

This summary is subject in all respeets 1o the more complete information and definitions contuined or incorporated in this Qlficial
Statement.  The offering of the Certilicates to polential investors is made only by mecans of this entire Official Statement. No
person is authorized to detach this summary trom this Official Statement or to otherwise use it without the entire Official

Statement,

THECITY ...

QUALIFIED TAX-EXEMPT
OBLIGATIONS ..oooooooooi

REDEMPTION. ...........................

PAYMENT RECORD ...................

The City of Kennedale is a palitical subdivision and municipal corporation of the State, located
in Tarrant County. Texas. The City covers approximately 4.3 square miles (sce “Introduction -
Description of City™).

The Certficates are issued as $5.150,000 Combination Tax and Revenue Certiticates of
Obheation. Series 1998, The Centtficates are issued as serial certificates maturing on February
15 in each of the years 2002 through 2024, unless the purchaser designates one or more
maturitics as a Term Certificate (scc “The Certificates -Description of the Certificates”™).

Interest on the Certificates uccrues from November 1. 1998, and is payable February [S. 2000,
and each Februury 15 and August 15 therealter until maturity or prior redemplion (sce “The
Certiticates - Description of the Certificates” and “The Certificates - Redemprtion™.

The Certificates are issued pursuant (o the general laws of the Stale. particularly Subchapter C
of Chapter 271, Texas Local Government Code (the Certilicae of Obligation Act of 19713, as
amended and an Ordinance passed by the City Couneil of the € ity (sce “The Certificates -
Authority for Issuance™).

The Certificates constitute direct obligations of the Ciry, payable from a combination of (i) the levy
and collection of 4 direct und continuing ad valorem tax. within the limits prescribed by law, on all
taxable property within the City. and (i) a limited pledge (not 10 exceed $1.000 over the life of the
Certificates) of surplus net revenues of the City's Walerworks and Sewer System (see “The
Certificates - Security and Source of Payment™,

The City will designate the Certificates as “Qualified Tax-Exempt QObligations™ for financial
institutions (sec “Tax Matters - Qualified Tax-Fxempt Obligations for Financial Institutions™).

-The City reserves the right. at its option. to redeem the Certificates maturing on and after

February 15, 2007, in whole or in part in principal amounts of $5.000 or any integral multiple
thereof, on February 15, 2006. or any date thercafier, at the par value thereot plus accrued
interest 1o the date of redemplion. (sce “The Certificates - Redemption™.  Additionally, the
Certificates may be subject 1 mandatory redemption in the event the initial purchaser clects 1o
aggregdle one or mare malturities as o Term Certificate (see "The Certificates - Mandatory
Sinking Fund Redemption”).

In the opinion of Bond Counsel, the interest on the Certificates will be excludable from gross
mcome for federal income lax purposes under existing law, subject to the matters deseribed
under the caption “Tax Matters™ herein. including the altcrnative minimum tax on coTporations.

Procceds from the sale of the Certificates will be used to: (i) acquire land for. and construct. a
municipal complex. (ii) acquire and construct certain improvements {or the City's waler system,
{iii) make improvements o City streels, wnd (iv) pay costs of issuance assucialed with the
Certilicates.

The presently outstanding tax supported debt of the City is rated “Baal” by Moody’s Investors
Serviee. Inc. (“Moudy's™.  An upplication for a contract rating on the Certificates has been
made to Moody's (see “Other Information - Ratings™).

The detnitive Certificates will be initially registered and delivered anly to Cede & Co., the
nominee of DTC pursuant 10 the Book-Entry-Only System described  herein, Benelicial
ownership of the Cerlilicates may be acquired in denominations of $5.000 or inlegral multiples
thereof. No physical delivery of the Certilicates will be made o the benelicial owners thereot.
Principal of. premium. if any. and interest on the Certificates will be payable by the Paying
AgentRegistrar 10 Cede & Co.. which will make distribution of the amounts so paid to the
participating members of DTC for subsequent payment to the beneficial owners of the
Certificates (see “The Certificates - Buok-Entry-Only System™).

The City has never defaulted in payment ol its general obligation tax debt.
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SELECTED FINANCIAL INFORMATION

Ratio
G.0.
Fiscal Per Capita General Per Tax Debt
Year Estimated Taxable Taxable Obligation Capita o Taxable % of
Ended City Assessed Assessed (G.O.) G.0. Tax Assesscd  Current Tax
9/30 Populationm Valuation Valuaton Tax Debt Debt Valuation  _Collections
1995 5065  $144,406,825 & 28511 3 114,000 $ 2251 0.08% 97.99%
1996 5,100 155,180.766 30428 535,000 104.90 0.34% 97.17%
[907 5.250 174,145,309 33,171 500,000 95.24 0.29% 98.00%
1998 5350 171,997,677 32,149 450,000 84.11 0.26% 97.99%
1999 5,500 186,525,778 32,149 5,350,000 ®1,009.09 2.98% N/A
(1) Source: City of Kennedale.
{2) Includes the Certificates.
GENERAL FUND CONSOLIDATED STATEMENT SUMMARY
Fiscal Year Ended September 30
1998"” 1997 1996 1995 1994
Beginning Balance $ 680857 % 653,831 $ 521585  $ 451881 % 589550
Total Revenue 2,738.250 2,562,867 2,358,845 2,041,055 1,821,046
Total Expenditures 2,609,000 2,535,841 2,685,827 1,969,645 1,958,715
Net Transters - - 459,228 (1,706) -
Net Funds Available 129.250 27.026 {326,982} 71410 (137.669)

Ending Balance $ 810,107 _$ 680857 _§ 653831 $ 521,585 % 451.881

(1) Source: Unaudited numbers provided by the City of Kennedale.

For additional information regarding the City, please contact:

Lynette Whidden Chris Janning
Director of Finance Mark C. Kim
P.O. Box 268 Or First Southwest Company
Kennedale, Texas 76060 1700 Pacific Avenue, Suitc S00
(817) 478-0351 Dallas, Texas 75201

(214) 953-4000



CITY OFFICIALS, STAFF AND CONSULTANTS
ELECTED OFFICIALS

Length of

City Council Service Term Expircs Oceupation
Mark Wright 13 Yrs 3 Mo 2000 Sales
Mavor
Ron Kovach 7 Yrs 5 Mo 2000 Management w

Mayvor Pro Tem

George Barrett 4Yrs 5 Mo 1899 Teacher

Councilman

Nila Vaughn 5 Months 2000 Paralegal =
Councilman ﬁ?
John Clark 4 Months Y9y Altorney

Councilman

Perry Hoover I Month 1999 Business Owner

Councilman

SELECTED ADMINISTRATIVE STAFF

“f
Length of Local i
Service to Governmental Military -
Name Position Cily Service Service
Ted Rowe City Manager 14 Yrs 5 Mo 21 Years 25 Years
Kathy Turner City Secretary 13 Yrs § Mo - -
Lynette Whidden  Finance Director 8 Yrs 8 Mo - -
Michael Box Public Works Director 6 Yrs 6 Mo - 20 Years
Linda Royster Utility Billing Director 21 Yrs 2 Mo - -
(1
CONSULTANTS AND ADVISORS
AUGIEOTS oo e et ettt e et et e s e s et e e et eres Stovall. Grandey & Whatley
Fort Worth, Texas
Bond Counsel ... e eete reterteerareeTe——re—ee et eterretteantantaraatiosttatetieriettertsiinsiesisieeiententtenierieaansaeaeaans McCall, Parkhurst & Horton L.L.P. :E
Dallas, Texas -
FINANCIAD AQVISOT oo e e e e s et e et r e st essaseesesseenrassanranes First Southwest Company

Dallas, Texas




OFFICIAL STATEMENT
RELATING TO

$5,150,000
CITY OF KENNEDALE, TEXAS
COMBINATION TAX AND REVENUE
CERTIFICATES OF OBLIGATION, SERIES 1998

INTRODUCTION

This Official Statement. which includes the Appendices hereto, provides certain information regarding the issuance ol $3,150,000
City of Kennedale, Texas, Combination Tax and Revenue Certificates ol Obligation, Series 1998, Capitalized terms used in this
Official Statement have the same meanings assigned to such terms in the Ordinance to be adopted on the date of sale of the
Certificates which will authorize the issuance of the Certificates, cxcept as otherwise indicated herein.

There fallows in this Official Statement descriptions of the Certificates and certain information regarding the City and its finances.
All descriptions of documents contained herein arc only summaries and arc qualified in their entirety by reference to each such
document. Copies of such documents may be obtained from the City’s Financial Advisor, First Southwest Company, Dallas,
Texas.

DESCRIPTION OF THE CITY . . . The City is a political subdivision and municipal corporation of the State, duly organized and
existing under the laws of the State, including the City's Home Rule Charter. The City was incorporated in 1947, and first
adopted its Home Rule Charter in 1998. The City operates under a Council/Manager form of government with a City Council
comprised of the Mayor and five Councilmembers. The term of office is two years with the terms of the Mayor and two of the
Councilmembers' terms expiring in even-numbered years and the other terms of the three Councilmembers expiring in
odd-numbered years. The City Manager is the chiel administrative officer for the City. Some of the services that the City provides
are: public safety {police and fir¢ protection), highways and streets, water and sanitary sewcr utilities, health and social services,
culture-recreation. public transportation. public improvements, planning and zoning. and generat administrative services. The 1990
Census population for the City was 4,096, while the estimated 1999 population is 5,508, The City covers approximately 4.5
square miles.

THE CERTIFICATES

DESCRIPTION OF THE CERTIFICATES . . . The Certificates are dated November 1, 1998, and mature on February 15 in each of the
years and in the amounts shown ot the inside cover page hereof. Interest will he computed on the basis of a 360-day year of
twelve 30-day months, and will be payable on February 15 and Avgust 15, commencing February 15, 2000. The definitive
Certificates will be issued only in fully registered form in any integral multiple of $5,000 for any one maturity and will be initially
registered and delivered only (o Cede & Co., the nominee of The Depository Trust Company (“DTC™) pursuant to the Book-
Entry-Only System described herein. No physical delivery of the Certificates will be made to the owners thereof. Principal of,
premium, if any. and interest on the Certificates will be payable by the Paying Agent/Registrar to Cede & Co., which will make
distribution of the amounts so paid to the participating members of DTC for subsequent payment to the beneficial owners of the
Certificates. See “Book-Entry-Only System” herein.

AUTHIORITY FOR ISSUANCE . . . The Certificates are heing issucd pursuant to the Constitution and general laws of the State of Texas,
particularly Subchapter C of Chapler 271, Texas Local Government Code (the Certificaie of Obligation Act of 1971), as amended, and
an Ordinance passed by the City Council.

SECURITY AND SOURCE OF PAYMENT . . . All taxable propetty within the City is subject 10 a continuing direct annual ad valorem tax
levied by the City sufficient to provide for the payment of principal ol and interest on all obligations payable in whole or in part {rom ad
valorem taxcs. which tax must be levied within imits preseribed by law.  Additionally, the Certificates arc payable from and secured by a
pledge of surplus net revenues of the City’s Waterworks and Sewer System, provided such pledge is limited to an amount of §1.000 over
the life of the issue. as provided in the Ordinance authorizing the Certificates.

TaX RATE LIMITATION . . . All taxable property within the City is subject to the assessment, levy and collection by the City of 2
continuing, dircet annual ad valorem tax sufficicnt to provide for the paymcnt of principal of and intcrest on all ad valorem tax debt
within the imits prescribed by law. The City operates under the general laws of the State of Texas as authorized by Article XI,
Section 5 of the Texas Constitution, which limits the maximum ax raic 1o $2.50 per $100 Asscssed Valuation for all City
purposes. The City’s home rule charter adopts the constitutional tax rate limitation of $2.50 per $100 Asscssed Valuation.
Administratively, the Allorney General of the State of Texas will permit allocation of $1.00 of the $2.50 maximum tax rate for all
General Obligation Debt, based on 90% tax collection.



REDEMPTION . . . The City reserves the right, at its option. (© redeem the Cenificates muturing on and after February 15, 2007, in whole
or in part in principal umounts of $5.000 or any wlegral multiple thereot. on Fehruary 15. 2006, or any date thercafter, at the par value
thereof plus accrued interest to the date of redemption.

MANDATORY SINKING FUND REDEMPTION . . . [n addition to being subject to optional redemption as provided above, should the
Purchaser(s) select Alternate 2 (a combination of Serial Certificates and Term Certificates), the Term Certificates are subject o
annual mandatory sinking fund redemption prior 10 maturity at a price of par plus accrued interest to the redemption date from
amounts reguired to be deposited in the Interest and Sinking Fund on cach February 13, commencing on the February 15 tollowing
the immediately preceeding maturity fur Certificates, until the stated maturity for the Term Certificates. The principal amount of
Term Certificates to be redeemed on each mandatory redemption date shall be the principal amount that would have been duc and
payable in the Maturity Schedule shown un page 2 hereof had no conversion to Term Certificates vccurred.

The principal amount of Term Certificates required o be redeemed pursuant to the operation of such mandatory redemption
provisions may be reduced, at the option of the City, by the principal amount of Term Certificates of the same maturity which (i)
shall have been acquired by the City at least 50 days prior to the redemption date at a price not exceeding the principal amount of
such Term Certificates plus accrued interest to the date of purchase and delivered to the Paying Agent/Registrar for cancellation or
{ii) shall have been redeemed pursuant 1o the optional redemption provision described above and not theretofore credited against a
mandatory redemption requirement.

NOTICE oF REDEMPTION . . . Not less than 30 days prior to a redemption date for the Certificates, the City shall cause a notice of
redemption to be sent by United States mail. lirsl ¢lass. postage prepaid. to the registered owners of the Certificates o be
redeemed, in whole or in part, at the address of the registered owner appearing on the registration books of the Paying
Agent/Registrar at the close of husiness on the business day next preceding the date of mailing such notice. ANY NOTICE SO
MAILED SHALL BE CONCLUSIVELY PRESUMED TO HAVE BEEN DULY GIVEN. WHETHER OR NOT THE
REGISTERED OWNER RECEIVES SUCH NOTICE. NOTICE HAVING BEEN SO GIVEN, THE CERTIFICATES CALLED
FOR REDEMPTION SHALL BECOME DUE AND PAYABLE ON THE SPECIFIED REDEMPTION DATE. AND
NOTWITIHISTANDING THAT ANY CERTIFICATE OR PORTION THEREOF HAS NOT BEEN SURRENDERED FOR
PAYMENT, INTEREST ON SUCH CERTIFICATE OR PORTION THEREOF SHALL CEASE TO ACCRUE.

BOOK-ENTRY-ONLY SYSTEM ... The Depository Trust Company (“DTC™). New York, New York, will act as securitics
depository tor the Certificates. The Certificates will be issued as fully-registered sceuritics registered in the name of Cede & Co.
{DTC's partnership nominee). One fully-registered certificate will be issued for cach maturity of the Certificates in the aggregate
prin¢ipal amount of cach such maturity and will be deposited with DTC.

DTC is a limited-purpose Lrust company organized under the New York Banking Law, a “banking organization” within the
meaning of the New York Banking Law. a member of the Federal Reserve System. a “clearing corporation” within the meaning of
the New York Uniform Commercial Code, and a “clearing agency” repistered pursuant to the provisions ol Section 17A of the
Sccurities Exchange Act of 1934, DTC holds securities that its participants (“Direct Participants™) deposit with DTC. DTC also
facilitates the settlement among Participants ol sceurities transactions, such as transfers and pledges, in deposited securitics
through clectronic computerized hook-entry changes in Participants’ accounts. thereby eliminating the need for physical movement
of securities certificates. Direct Participants include sceuritics brokers and dealers, banks, trust companies, clearing corporations,
and certain other organizations, DTC is owned by a number of its Direct Participants and by the New York Stock Exchunge, Inc..
the American Stock Exchange, Inc., and the National Association of Securities Dealers, Inc. Aceess o the DTC system is also
avatlable to others such as securities brokers and dealers. banks. and trust companies that ¢lear through or maintain a custodial
relationship with a Direct Participant, either directly or indirectly (“Indireet Participants™). The Rules applicable to DTC and its
Participants are on file with the Securities and Exchange Commission.

Purchascs of Certificates under the DTC system must be made by or through DTC Participants, which will receive a credit for
such purchases on DTC's records. The ownership interest of cach actual purchaser of each Certificate (“Benelicial Owner™) is in
turn (o be recorded on the Dircet or Indirect Participants’ records. Beneficial Owners will not receive writlen confirmation from
DTC of their purchase, but Beneficial Owners are expected Lo receive written confirmations providing details of the transaction, as
well as periodic statements of their holdings. from the Direet or Indirect Participant through which the Benelicial Owner entered

into the transaction. Transters of ownership interest in the Certificates are (o be accomplished by entries made on the books of

Participants acting on behalf of Bencficial Owners.  Beneficial Owners will not receive certificates representing their
ownership interests in the Certificates, except in the event that use of the book-entry system described herein is
discontinued.

To facilitate subsequent transters, all Certificates depasited by Direct Participants with DTC are registered in the name of D1Cs
partnership nominee. Cede & Co. The deposit of Certificates with DTC and their registration in the name of Cede & Co. effect no
change in beneficial ownership. DTC has no knowledge of the actual Beneticial Owners of the Certificates; DTC s records reflect
only the entity of the Direct Participants to whose accounts such Certificates arc credited, which may or may not be the
Beneficial Owners. The Purlicipants will remain responsible for keeping account of their holdings on behalf of their customers.
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Conveyance ol notices and other communications by DTC Lo Direct Participants, by Direct Participants to Indirect Participants,
and by Dircet Participants and Indirect Participants lo Beneficial Owners will be governed by arrangements among them, subjcct Lo
any statutory or regulatory requirements as may be in effect from time o time.

Neither D'TC nor Cede & Co. will consent or vote with respect to the Certificates.  Under its usual procedures, DTC mails an
Omnibus Proxy to the City as soon as possible after the Record Dale (hereinafier defined). The Omnibus Proxy assigns Cede &
Co.’s consenting or voling rights to those Direct Participants to whose accounts the Certificates are credited on the Record Datc
(identified in a listing attached to the Omnibus Proxy).

Principa) and interest payments on the Certificates will be made to DTC. DTC’s practice is Lo credit Direct Participanls’ accounts
on cach payable date i accordance with their respective holdings shown on DTC's records unless DTC has reason to believe that
it will not receive payment on such payable date. Paymenis by Participants lo Beneficial Owners will be governed by standing
instructions and customary practices, as is the case with securities held for the accounts of customers in bearer form or registered
in “street name.” and will be the responsibility of such Participant and not of DTC, the Paying Agent/Registrar or the City, subject
to any statulory or regulatory requirements as may be in effect from time to time. Payment of principal and interest to DTC is the
responsibility of the City, disbursement of such payments to Dircet Participants shall be the responsibility of DTC, and
disbursement of such payments 1o the Beneficial Owners shail be the responsibility of Direct and Indirect Parlicipants.

DTC may discontinue providing its services as securitics depository with respect o the Certificates at any time by giving
reasonabie notice w the City. Under such circumstances, in the event that a successor securities depository is not obrained,
Certificates are required to be printed and delivered.

The City may decide to discontinue use of the system of book-entry transfers through DTC (or a successor securilies depository).
In that event. Certificates will be printed and delivered.

Use of Certain Terms in Other Sections of this Official Statement. In reading this Official Statement it should be understood that
while the Certilicates are in the Book-Entry-Only System, references in other sections of this Official Stateraent to registered
owners should be read to include the person for which the Participant acquires an intcrest in the Certificates, but (i) all rights of
ownership must be exercised through DTC and the Book-Entry-Only System, and (i) except as described above, notices Lhat are
to be given to registered owners under the Ordinance will be given only to DTC.

DTC has established a Year 2000 Project Office and will provide information concerning DTC’s year 2000 compliance to persons
requesting such information. The address is as follows: The Depository Trust Company, Year 2000 Project Office, 55 Water
Streel, Now York, New York 10041, Telephone numbers for the DTC Year 2000 Project Office are (212) 855-8068 and (212)
§55-8881. In addition, information concerning DTC’s Year 2000 compliance can be obtained from its websile at the following
address: www.dtc.org.

Infarmation concerning DTC and the Book-Entry System has been obtaingd from DTC and is not guaranteed as to accuracy or
completeness by, and 1s not to be construed as a representation by the City or the Purchasers.

PAYING AGENT/REGISTRAR . . . The initial Paying Agent/Registrar is U.S. Trust Company of Texas, N.A., Dallas, Texas. In the
Ordinance, the Cily retains the right to replace the Paying Agent/Registrar. The City covenanis to maintain and provide a Paying
Agent/Registrar at all times wntit the Certificates are duly paid and any successor Paying Agent/Registrar shall be a commercial
bank or trust company organized under the laws of the State of Texas or other entity duly qualified and legally authorized to serve
as and perform the dutics and services ol Paying Agent/Registrar for the Certificates.  Upon any change in the Paying
Agenv/Registrar for the Certificaics, the City agrees 10 promptly cause a writlen notice thereof to be sent Lo each registered owner
of the Certificates by United States mail, first ¢lass, postage prepaid. which notice shall also give the address of the new Paying
Agent/Registrar,

TRANSFFR, EXCHANGE AND RECISTRATION . . . In the event the Book-Entry-Only System should be discontiued. the Cerlificates
may be transferred and exchanged on the registration books of the Paying Agent/Registrar only upon presentation and surrender to
the Paying Agem/Registrar and such transfer or exchange shall be withoul expense or service charge to the registered owner.
except for any tax or other governmental charges required 1o be paid wilh respect to such registration, exchange and transfer.
Certilicates may be assigned by the execution of an assignment form on the respective Certificates ot by other instrument of
transfer and assignment acceptable Lo the Paying Agent/Registrar. New Certificates will he delivered by the Paying
AgcnuRegistrar. in lisu of the Certificates being transferred or exchanged, at the designated office of the Paying Agent/Regisirar.
ot sent by United States mail, tirst class, postage prepaid, to the new registered owner or his designee. To the extent possible, new
Certificates issued in an exchange or transfer of Certificates will be delivered to the registered owner or assignec of the registered
owner in not more Lhan three business days alter the reccipt of the Cenficates to be canceled, and the writlen instrument of
transfer or request for exchange duly cxecuted by the registered owner or hig duly anthorized agent, in form satisfactory to the
Paying Agent/Registrur. New Certificates registered and delivered in an exchange ot transfer shall be in any itegral multiple of
$5.000 for any one maturity and for a fike aggregate principal amount as the Certificaies surrendered for cxchange or transfer, See
“Book-Entry-Only System™ herein for a description of the system to be utilized initially in regard o ownership and transferability
of the Certificates.
9



RECORD DATE FOR INTEREST PAYMENT . . . The record dute (“Record Date™) for the interest payable on the Certificates on any
interest payment dale means the close of business on the last business day of the preceding month.,

In the event of 4 non-payment of terest on a scheduled payment date, and for 30 days thercafter, a new record date for such
interest payment (a “Special Record Date™) will be established by the Paying Agent/Registrar, if and when funds tor 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 (“Special Payment Date™. which shall be 15 days afier the Special Record Date) shall be sent at least live business
days prior 1o the Special Record Date by United States mail. {irst class postage prepaid. o the address of cach Holder of a
Certificate appearing on the registration books of the Paying Agent/Registrar at the close ol business on the fust business day next
preceding the date of mailing of such notice.

BONDHOLBERS' REMEDIES . . . The Ordinance does not establish specific events of delault with respect o the Certificates. Under
State law there is no right to the acceleration of maturity ol the Certificates upon the failure of the City 10 observe any covenant
under the Ordinance. Although a registered owner of Certificates could presumably obtain a judgment against the City if a defauli
occurred in the payment of principal of or inerest on any such Certificates, such judgment could not be satisfied by execution
against any property of the City. Such registered owner’s only practical remedy. if a default aceurs, is 2 mandamus or mandatory
injunction proceeding to compel the City 1o levy, assess and collect an annual ad valorem tax sutlicient 1o pay principal of and
interest on the Certilicates as it becomes due. The enforcement of any such remedy may be ditficult and time ¢onsuming and a
registered owner  could be required to enforce such remedy on a periodic basis.  The Ordinance docs not provide for the
appointment of & Lrustee 1o represent the interests ol the bondholders upon any failure of the City to perform in accordance with
the terms of the Ordinance. or upon any other condition. Furthermore. the City is eligible to seek reliel from its creditors under
Chapter 9 of the U.S. Bankruptey Code. Although Chapler 9 provides for the recognition of a sceurity interest represented by a
spectiically pledged source of revenues. the pledge of taxes in support of a general obligation of a hankrupt entity is not specifically
recognized as a security interest under Chapter 9. Chapter 9 also includes an automatic siay provision that would prohibit, without
Bankruptey Court approval. the prosccution of any other legal action by creditors or bondholders of an entity which has sought
protection under Chapter 9. Therefore, should the City avail itsell of Chapter 9 protection from creditors. the ability to enforee
would be subject to the approval of the Bankruptcy Court (which could require that the action be heard in Bankruptey Court
instead of other federal or stute court); and the Bankruptcy Code provides for broad discretionary powers of a Bankruptcy Court
in administering any proceeding brought before it. The opinion of Bond Counscl will note that all opinions relative to the
enforceabiiity of the Ordinance and the Certificates arc qualitied with respect o the customary rights of deblors relative to their
creditors.

USE OF CERTIFICATE PROCEEDS . . . Proceeds from the sale ol the Certiticates will be used to: {1} acquire land for, and construet,

a menicipal complex, (i) acquire and construct certain impravements for the City's water system, (iii) make improvements to the
City streets, and {(iv) pay costs of issuance associated with the Certificates.
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TAX INFORMATION

AD VALOREM Tax Law . . . The appraisal of property within the City is the responsibility of the Tarrant County Appraisal District (the
*Appraisal District™). Excluding agricultural and open-space land, which may be taxed on the basis of productive capacity, the Appraisal
District is required under the Property Tax Code o appraise all property within the Appraisal District on the basis of 100% of its market
vajue and is prohibited from applying any assessment ratios. [n deiecrmining market value of property, ditferent methods of appraisal may
he used, including the cost method of appraisal. the income methad of appraisal and market data comparison method of appraisal, and the
method considered most appropriate by the chie appraiser is o be used. State law further limits the appraised value of a residence
homestead for a ax year W an amount tot 10 exceed the less of (1) the market value of the property. or (2) the sum of (a) 10% of the
appraised value of the property for the last year in which the property was appraised lor taxation umes the number of years since the
property was last appraised. plus (b) the appraised value of the property for the last year in which the property was appraised plus (¢) the
market value of all new improvements to the property, The value placed upon property within the Appraisal District is subject to review
by an Appraisal Review Board, consisting of three members appointed by the Board of Directors of the Appraisal District. The Appraisal
District is required to review the value of property within the Appraisal District at least every three years. The City may require annual
review at its own expense. and is entitled 1o challenge the detcrmination of appraised value of property within the City by petition filed
with the Appraisal Review Board.

Reference is made 10 the V.T.C.A_, Property Tax Code, for identitication of property subject Lo taxation; property exempt or which may
be exempied from taxation. if claimed: the appraisal ol property for ad valorem taxation purposes; and the procedures and limitations
applicable to the levy and collection of ad valorem taxes.

Article V1T of the State Constitution (“Article VIII") and Stale law provide for certain exemptions from property taxes, the valuation of
agricultural and open-space lands at productivity value, and the exemption of certain personal property from ad valorem taxation,

Under Section 1-b. Article VIIL and State law. the governing bady of a political subdivision, at its option. may grant: (1) An exemption
of not less than $3.000 of the market value of the residence homestead of persons 65 years of age or older and the disabled from all ad
valorem taxes therealier levied by the political subdivision: (2) An exemption of up o 20% of the market value of residence homesteads.
The minimum exemption under this provision is $5,000.

In the case of residence homestead exemptions granted under Section 1-b, Article VIII, ad valorem laxes may conlinue (o be
levied against the value of homesteads exempied where ad valorem taxes have previously been pledged for the payment of debt if
cessation of the levy would impair the obligation of the contract by which the debt was created.

State law and Section 2, Article VIII, mandaie an additional properly tax exemption for disabled veterans or the surviving spouse or
children of a deceased veteran who died while on active duty in the armed forces: the excmption applies o gither real or personal
property with the amount of assessed valuation exempted ranging from $5,000 to a maximum of $12,000.

Article VIII provides that eligible owners of hoth agricullural land (Section 1-d) and open-space land (Section 1-d-1), including
open-space land devoted 1o farm or ranch purposes or open-space land devoted to timber production, may elect to have such property
appraised for property taxation on the basis of its productive capacity. The same land may not be qualified under both Section i-d and
1-d-1.

Nonbusiness personal property, such as automobiles or light trucks, arc cxempt from ad valorem taxation unless the governing hody of a
political subdivision elects to tax (his property. Boats owned as nonbusiness property are exempl from ad valorem taxation.

Article VIIL Section 1-j. provides for “freeport property” 1o be exempted fiom ad valorem taxation. Freeport property is detined as
goods detained in Texas for 175 days or less for the purpose of assembly, storage. manulacturing, processing or fabrication. Decisions to
continue to tax may be reversed in the future; decisions to exempt freeport property are not subjeet 1o reversal.

The City and the other taxing bodies within its territory may agree to jointly create tax increment financing zones, under which the tax
values on property in the zone are “frozen” at the value of the property ar the time of creation of the zone. The City also may enter into
tax abatement agreements to encourage economic development. Under the agreements, a property OWner agrees (o construct certain
improvements on its property. The City in tum agrees not 1o levy a tax on all or part of the increased value auributable to the
improvements until the expiration of the agreement. The abatement agreement could last for a period of up to 10 years.

EFFECTIVE TAX RATE AND ROLLBACK TAX RATE . .. By each September | or as soon thereafter as practicable, the City Council
adopts & tax rate per $100 taxable value for the current year. The Lax rate consists of two components: (1) a raie for funding of
maintenance and operation expenditures, and (2) a rate for debt service.

Under the Property Tax Code. the City must amnually caleulate and publicize its “effcctive tax rate” and “rollback tax rate”. The
City Council may not adopt a tax rate that exceeds the prior year’s Jevy until it has held a public hearing on the proposed increase
following notice to the taxpayers and otherwise complied with the Property Tax Code. If the adopted tax rate exceeds the
rollback Lax rate the qualified voters of the City by petition may require that an election be held 1o determine whether or not 1o
reduce the tax rate adopted for the current year to the rollback tax rate.
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“Effective tax rate™ means the rate that will produce last year's total tax levy (adjusted) from this year’s total taxable values
(adjusied). “Adjusted” means lost values are not included in the caleulation of last year's taxes and new values are not included in
this year's taxable values.

“Rollback tax rate” means the rate that will produce last year’s maintenance and operation tax levy (adjusted) from this year’s
values (adjusted) muitiplicd by 1.08 plus a rate that will produce this year’s debt service from this year's values (unadjusted)
divided by the anticipated tax collection rate.

The Properly Tax Code provides that certain cities and counties in the State may submit a proposition to the voters 10 authorize an
additional one-hall cent sales tax on retail sales of taxable ftems. I the additional 1ax is levied, the effective tax rate and the
rollback tax rate culeulations are required 1o be otfset by the revenue that will be generated by the sales Lax in the current year.

Reference is made to the Property Tax Code [or definitive requirements for the levy and collection of ad valorem taxes and the
caleulation of the various detined tax rates.

PROPERTY ASSESSMENT AND TAX Pavment . Property within the City is generally assessed as of January | of each year,
Business inventory may, at the option ol the taxpayer. be assessed as ol Sepiember. Oil and gas reserves are assessed on the basis
ol a valuation process which uses an average of the daily price of oil and gas for the prior year. Taxes become due Octoher 1 of
the same year. and become delinquent on February | of the following year. Taxpayers 63 years old or older are permitted by State
law 10 pay Laxes on homestcads in four installments with the first due on February 1 of each year and the {inal instaliment due on
August i.

PENALTIES AND INTEREST . .. Charges for penalty and interest on the unpaid balance of delinquent taxes are made as follows:
Cumulative Cumulative
Munth Penalty Interest Total
February 6% i T%
March 2 9
April 8 3 11
May 4 13
June 10 5 15
Jaly 12 6 13

After July. penalty remains at 12%, and incerest increases at the rate of 1% each month. In addition, if an account is delinquent in
July, a 15% attorney’s collection fee is added to the total tax penalty and interest charge. Under certain circumstances. taxes
which become delinquent on the homestead ol a laxpayer 63 years old or older incur a penalty of 8% per annum with no additional
penaltics or interest assessed. In general, property subject to the City's Lien may be sold. in whole or in parcels. pursuant 1o court
order to collect the amounts due. Federal law does not allow for the collection of penalty and interest against un eslate in
bankruptcy,  Federal bankrupicy law provides that an automatic stay of action by creditors and olher entitics. including
governmental units, goes into eftect with the filing of any petition in bankruptey. The automatic stay prevents governmental units
from foreclosing on property and prevents hiens for post-petition taxes from atlaching to property and obtaining secured creditor
status unless, in either case, an order lifting the stay is oblained from the bankruptey court. In many cases post-petition taxes are
paid as an administrative expense of the estate in bankruptey or by order of the bankruptey court.

Crry APPLICATION OF Tax CoDE . . . The Cily grants an exemption to the market value of the residence homestead of persons 63
years of age or older of $50.000: the disabled are also granted an exemption of $50 000,

The City has not granted an additional exemption of 20% of the market value of residence homesteads: minimem exemption of
$5.000.

See Table 1 for a listing of the amounts of the exemptions described above.

Ad valorem taxes are not levied by the City against the exempt value of residence homesteads for the puyment of debl, since the
City does not allow homestead exemptions.

The City does not tax nonbusiness personal property,
The City does permit split payments, and discounts are not allowed.
The City does not tax freeport property,

The City does collect the additional one-half cent sales tax for reduction of ad valorem taxes.
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TaX ABATEMENT POLICY . .. On November 14, 1991. the City established a tax abatemenl program te encourage economic
development. Tn order to be considered for tax abatement, a project must meel several criteria pertaming job creation and
property value enhancement. The City reviews each abatement request on a case-by-case basis. Projects could be eligible for a tax
abatement of up to 100% for a period of ten years, The value of property subject to abatement is shown in Table 1.

TABLE1 - VALUATION, EXEMPTIONS AND GENERAL OBLIGATION DERT

1998/99 Market Valuation Established by Tarrant County Appraisal District

{cxcluding totally exempt properly) $ 201,896,563
Less Exemptions/Reductions at 100% Market Value:

Residential Homestead Exemptions S -

Disabled Yeterans 206,499

Agricultural Use Reductions 3,026,396

Freeport Exemptions 3,583,036

Over 63/Disabled 8,551,457

Nominal Value Loss 3.397 15,370,783
1998/99 Net Taxable Assessed Valualion $ 186,525,778
General Obligation Debt Payable [rom Ad Valorem Taxes (as ol November 1, 1998)

General Obligation Debt $ 450,000

The Certificates 5.150.000
General Obligation Debt Payable from Ad Valorem Taxcs $ 5,600,000
General Obligation Interest and Sinking Fund as of September 30, 1997 $ 12,059
Ratio General Obligation Tax Debt to Taxable Asscssed Valvation 3.00%

1999 Estimated Population - 5,500
Per Capita Taxable Assesscd Valuation - $33,914
Per Capita Funded Debt — $1,018



TABLE 2 - TAXABLE ASSESSED VALUATIONS BY CATEGORY

Taxable Appraised Value for Fiscal Year Ended September 30

1999 1998 1997
G of % of % ol
Category Amount Total Amount Total Amaount Total
Real, Residential. Single-Family v 92171671 45.65%  $ 858394677 45.10% $ T7.187.579 41.33%
Real, Residential, Mulli-Family 11.829.321 5.80% 11,321,540 5.95% 11,624,364 6.22%
Real. Vacant Lots/Tracts 0,060,778 3.004% 5,684,732 2.99% 5,440,621 2914%
Real. Acreage (Land Only) 3636873 1.80%% 4,044,171 242G 3862710 2.07%
Real, Farm and Ranch Improvements 2468742 1.224% 2. 570357 1.35% 2,439,177 1.31%
Real, Commercial 18.247 562 9.04% 15,932 461 8.37% 10,360,277 8.76%
Real, Industrial 11.493.207 5.69%% 10.948.888 3.75% 8.823.119 4.72%
Real and Tangible Personal, Utilitics 16,019.529 7.93% 15,352,025 8.07% 14,622,573 7.83%
Tangible Personal, Commercial 11,520,425 571% 11,885.040 60.24% 11211273 6.00%
Tangible Personal, Industrial 27103407 13424 26.051,734 13 695 34.077.564 18.25%
Tangible Personal, Other 21.889 0.014% 33,604 0.02% 35,305 0.02%
Tangible Personal, Mobile Homes 512950 0.259 503,070 0.26% 517.806 0.28%
Real Property, Inventory ' 793200 (.39% 171,600 0.09% 354.760 0.30%
Total Appraised Value Before Exemptions $200.896.363  100.00%  $ 190,339,519 100.00%  $ 186,757,126  100.00%
Less: Total Exemptions/Reductions 15.370.785 18,341,842 12601819
Net Value § 186,525 778 S 171997677 $ 174,145 309

Taxable Appraised Value [or Fiscal Year Ended September 30).

| 996 L1998
% ol % of
Category Amount Total Amount Total
Real. Residential, Single-Family $ 75259124 4253% % 70.654,524 42 99%
Real, Residential, Multi-Famity 11.398,625 6.44% 8.787.000 5.35%
Real, Vacant Lots/Tracts 5.294373 299G 5490618 3.34%
Real, Acrcage (Land Only) 3427772 1.944% 3,101,964 1.89%
Real, Farm and Ranch Improvements 2,129,261 1.20% 1,971,061 1.20%
Real, Commercial 16,178.227 9.14% 14,870,165 9.05%
Real, Industrial 6.545716 3.70% 6.753,015 4 11%
Real and Tangible Personal, Utilities 14,357.459 8.1 % 14,563,682 8.80%
Tangible Personal, Commercial 10,712,449 6.05% 7,995,705 4874
Tangible Personal, Industrial 30,642 778 17.324% 29,376,932 17.87%
Tangible Personal, Other 35,940 0.02% 25871 0.02%
Tangiblc Personal, Mobilc Homes 511,552 0.29% 439 240 0.27%
Real Property. Inventory'"’ 474 850 0.27% 219.240 0.19%
Total Appraised Value Before Exemptions S 176968126 100.00% 3 164,349,623 1{0.00%
Less: Total Excmptions/Reductions 21.787.260 19,942 798
Taxable Assessed Value $ 155.180.766 $ 144,406,825

(1) Real inventory properties in the hands of developers ar builders: each sroup of properties in this category is appraised on the
basis of its value as a sale to another developer or builder. This calegory initiatcd in 1988,

NOTE: Valuations shown are certificd taxable assessed values reported by the Tarrant County Appraisal District to the Stale
Compiroller of Public Accounts. Certified values are subject to change throughout the vear as contested valucs arc resolved and
the Appraisal District updates records,
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TABLE Y - VALUATION AND GENERAL OBLIGATION DEBT HISTORY

Ratio of
G.O. G.0.
Per Capita ~ Tax Debt Tax Debt Per
Fiscal Bstimarted Taxable Taxable  OQuistanding (o Taxable Capita
Year City Assessed Assessed AtEnd Assessed G.0. Tax
Ended _Population’’ Valuation”’ Per Capita of Year Valuation Debt
1995 5065  $144.406825  § 28511 $ 114,000 0.08% § 2251
1996 5100 155,180,766 30,428 535,000 0.34% 104.90
1947 5.250 174,145,309 33,171 500,000 0.29% 95.24
1998 5.350 171.997.677 32,149 450,000 0.26% 8411

3

1999 5.500 186,525,778 33914 5,550,000 2.98% 1.009.09

(1) Source: City of Kennedale.

(2) As reported by the Tarrant County Appraisal District on City’s annual State Property Tax Board Reports; subject to change
during the ensuing year,

(3) Includes the Certificates.

TABLE4 - Tax RATE, LEVY AND COLLECTION HISTORY

Fiscal Interest
Year and
Ended Tax General Sinking % Current % Total
9/30 Raie Fund Fund Tax Levy Collections Collections
1995 $ 0.562514 $(.500269 $ 0.062245 $ 812,309 97 .99 101.24%
1996 0.582525 0.525856 0.056669 903,967 97T 17% 99.90%
1997 0.578077 (.529473 0.048604 1,006,694 98.00% 101.82%
1998 0.600000 0.550544 0.049456 1,031,986 97.99% 100.23%
1999 0.611377 0.566296 0.045081 1,140,376 N/A N/A

TABLES - TEN LARGEST TAXPAYERS (")

1997198 % of Total
Taxable Taxable
Assessed Assessed
Name of Taxpayer Nature of Property Valuation Valuation
Heidelberg Harris, Inc. Printing press manufacturing $ 17157050 9.98 %
Southwestern Beil Telephone utility 9.419,238 5.48
Fwt, Inc. Radio/telephone tower manufacturing 5,760,000 3.35
Texas Utilities Electric Co Ilectric utility 4721.655 2.75
Chase Elastomer Corp Rubber compounds 2,726,463 1.59
Speed Fab Crete Corp Intl Manufacturing/building 2427209 1.41
Tealwood Apartments Co Lid Real Estate - apartments 1,948,421 1.13
Ma Hanna Co Indusirial 1,798,588 1.05
Sovran Acquisition Ltd Prtshp Commercial 1.282.461 0.75
Storage Trust Properties Commercial 891.565 0.52
$ 48132650 2798 %

(1} 1998/99”1”0[) Ten Taxpayers not available at this time.

GENERAL OBLIGATION DEBT LIMITATION . . . No general oblization debt limitation is imposed on the City under current Siaie
law or the City's Home Rule Charter {see “Tax Rate Limitation™).
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TABLE 6 - TAX ADEQUACY

1999 Principal and InECTrest RCUUITCMICIIS. .. vuetitie e eiteiie e aia et e ras et e et e e iiaaan s $ 73240 %
$0.0414 Tax Rate at 95% Collection Produces. .o $ 73,360
Average Annual Principal and Interest Requirements, 1999-2024. .. .., $ 369,623
$0.20806 Tax Ratc at 953% ColloCtion ProtUCS. v vvie e vt er e s eaee s iae e h 36Y.638

TABLE 7 - ESTIMATED OVERLAPPING DEBT

Expenditures of the various taxing entitics within the territory ol the City are paid out of ad valorem taxes levied by such entilics

on properties within the City. Such entities are independent of the City and may incur borrowings to finance their expenditures.

This statement of dircct and esumated overlapping ad valorem tax bonds (“Tax Debt™) was developed from information contained
in “Texas Municipal Reports”™ published by the Municipal Advisory Council of Texas, Except for the amounts relating 1o the Cily,
the City has not independently verified the accuracy or completeness of such information. and no person should rely upon such
information as being accurate or complete.  Furthermore, certain of the entities listed may have issued additional bonds since the
date hereof, and such entitics may have programs requiring the issuance of substantial amounts of additional bonds. the amount of

which cannot be determined. The following table reflects the estimated share ot overlapping Tax Debt of the City.

198/90 Total

Taxable 1998494 Tax

Assessed Tax Supported

Taxing Jurisdiction Value Rale Debt

City of Kennedale $ 186525778 $0611377 $  5.600000°
Kennedale Independent School Disirict 201805406 1663641 5.566,000
Fort Worth Independent School District 12.716.06(0.432 1.485XK) 103,795,118
Tarrant County 54,553.465.606 0.264836 158,381,899
Tarrant County Hospital District 54553465006 0.234070 47.194.987
Tarrant County Junior College District 55.244.176.140 0106410 96,681,345
Total Direct and Overlapping Tax Supported Debt
Ratio of Direct and Owverlapping Tax Supportzed Debt to Taxable Assessed Valuation

Per Capita Overlapping Tax Supported Debt

(lr) Includes Lhe Certlicates.

City’s
Overlapping
Tax Authonzed
Estimated Supported But Unissued
% Debt Debt As OF
Applicable _Asof 11/1/9% 1171798
0000 $ 360000 $% 0
44.67% 2,486,332 0
0.02% 20,759 0
(0.34% 538,498 500,000
0.34% 160.463 0 o
0.34% 328717 0 ﬁ

$ 9.134769
4.90%
1,660.87




DEBT INFORMATION

TARLE8 - PrO-ForMA GENERAL OBLIGATION DEBT SERVICE REQUIREMENTS

Fiscal Total

Year Debt 7 of

Ending Outstanding Debt'” This $5,150.000 Tssue’” Service Principal
9/30 Principal Interest Total Principal Interest Total Regyirgments Retired
1999 $ 50000 $ 23240 % 73240 § - % - 8 - % 73240

2000 55.000 19.738 74.738 - 439 657 439,657 514,395

2001 55.000 16.645 71.645 - 245771 245,771 317416 29%

2002 60.000 13.963 73,963 65,000 243919 308,919 382.881

2003 65,000 10.848 75,848 65,000 240,214 305,214 381,001

2004 30,000 7.473 57,473 160,000 233,801 393,801 451,274

2005 55,000 4,728 59,728 170,000 224,396 394,396 454,124 15.2%
2006 60.000 1.635 61,635 180,000 215,771 395,771 457,406

2007 - 183,000 208.014 393,014 393.014

2008 - 190.000 199,904 389,904 389.904

2009 - 200,000 191,371 391,371 391,371

2010 - 210,000 182,299 392,299 392,299 33.5%

2011 - 225,000 172,564 397,564 397.564

2012 - 230,000 162,298 392,298 392,298

2013 - 240,000 151,634 391,634 391,634

2014 - 250,000 140,455 390,455 390,455

2015 - 260,000 128,756 388,756 388,756 55.0%

2016 - 275,000 116,383 391,383 391,383

2017 - 290,000 103,101 393,101 393,101

2018 - 305,000 88,894 393,894 393,894

2019 - 320,000 73,814 393,814 393,814

2020 - 335,000 57,888 392,888 392,888 82.2%
2021 - 350,000 41,148 391,148 391,148

2022 - 205,000 27.396 232,396 232,396

2023 - 215,000 16,791 231,791 231,791

2024 225,000 5.681 230,681 230,681 100.0%

$450000 8§ 98268 $548268 35150000 3§ 3911920 $9061920 § 9610,187-

(1) “Outstanding Debt” does not include lease/purchase obligations.
(2) Avcrage life ol the issue - 15.885 years. Interest on the Certificates has been calculated at the rate of 4.70% for purposes of
illustratien.

TABLE 9 - INTEREST AND SINKING FUND BUDGET PROJECTION

Tax Supported Debt Service Requirements, Fiscal Year Ending 9-30-99 $ 73,240
Interest and Sinking Fund, 9-30-97 $ 12059

Interest and Sinking Fund Tax Levy @ 95% Collection $ 763883 $ 91942
Estimated Balance, 9-30-99 $ 18,702

AUTHORIZED BUT UNISSUED GENERAL OBLIGATION BONDS. . . The City does not have any aothorized but unissued General
Obligation Bonds.

ANTICIPATED ISSUANCE OF GENERAL OBLIGATION DEBT . . . The City does not anticipate the issuance of additional general
ohligation debt within the next twelve months.

OTHER OBLIGATIONS . . . The City carrently maintains a lease agreement tor radio equipment. The anuual payments are
$45,986.82 and the lease will expire in May, 2003,

PENSION Funp . . . The City provides pension benefits for all of its full-time employees through the Texas Municipal Retirement
System (“TMRS™), a State-wide administered pension plan. The City makes annual contributions to the plan equal (o the amounts
accrued for pension expense. (For more detailed information concerning the retirement plan, see Appendix B, “Excerpts from the
City’s Annual Financial Report”™ - Note #7.)
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FINANCIAL INFORMATION -

TABLE 10 - GENERAL FUND REVENUES AND EXPENDUTURE HISTORY

Fiscal Year Ended September 30,

1998 1997 1996 1995 1994

Taxes $ 1825304 $ 1.706,157 $1.651.519 $ 1,524,360 S 1.343.620
Licensas and Permits 90,264 89,529 85.809 53,584 47,869
Intergovernmental 159.267 146,127 123.651 123,948 119845 ﬁ
Charges for Services 327.889 29K.046 216,680 128,768 84316
Fine and Forfeitures 196,584 179.112 156,733 128.344 122,320 e
Interest 61,231 50,460 46.68 | 42,257 19,776 g
Miscellaneous 77711 93,436 77,772 39.794 83 300

Total Revenues $2.738.250 $ 2562 867 $ 2.358.845 $ 2.041.055 $1.821.046
Expendituses:
Current;
General Government $ 727574 S 605966 F 492059 0§ 425698 0§ 417.093 .
Police 829,798 838,130 763,304 716,397 704,178 ' f«
Fire 495,302 432,707 350.554 324,759 331,797
Public Works 478,780 482.969 465.285 361,827 - 376476
Culture and Recreation 77,546 90,467 64,121 52,155 39,104
Capital Outlay 463,753
Debt service:
Principal retirement 65.487 79,986 79,987 78 987
Interest and fiscal charges 20,115 6,765 8.822 11,020

Total Expenditurcs $ 2 609 000 $2535.841 $ 2685827 $ 1,969,645 $1958 715
Automotive Sub Fund $ - % - % - $ - $ -
Operating Transter - Net - - 459228 (1,706) -

Total Other Sources (Uses) $ - $ - $ 459228 % (L,706) $ -

Excess (Deficiency) of
Revenues Over
Expenditures and

Other Sources (Uses) § 129,250 $ 027026 % 132246 % 69706 % (137.66%)

%
Beginning Fund Balance 680.859 653.833 521587 451 881 589,550 3;
Ending Fund Balance S_B1O.109 $ 680859 3 653833 $ 521587 $ 451.881

{1} Unaudited.




TABLE 11 - MUNICIPAL SALES Tax HISTORY

The City has adopted the Municipal Sales and Use Tax Act, VATCS. Tax Code. Chapter 321, which grants the City the power to impose
and levy a 1% Local Sales and Use Tax within the City: the proceeds are credited to the General Fund and arc not pledged to the
payment of the Certificates. Cullections and enforcements are effected through the offices of the Comptroller of Public Accounts, State
of Texas. who remits the proceeds of the tax. after deduction of a 2% service fee, to the City monthly. On August 13, 1987, the voters of
the City approved the imposition of an additional sales and use tax of one-half of one percent (V2% of 1%) for property tax reduction.

Fiscal
Year % of Equivalent of
Ended Total Ad Valorem  Ad Valorem Per
9-30) Collected"” Tax Levy Tax Rate Capita
1994 $ 365802 4994% % 0.0025 $ 85.79
1995 439,758 54.40% 0.0030 86.82
1996 466,848 5191% 0.0030 91.54
1997 462,963 44.31% 0.0027 8%.18
1998 582,213 55.37% 0.0034 108.82

FINANCIAL POLICIES

Basis of Accounting . . . The modified accrual basis of accounting is followed by the governmental funds. These revenues are
recognized when susceplible (o accrual, i.e.. both measurable and available. Available means collectible within the current period
or soon encugh thereafter to be used to pay liabilities of current period, Expenditures, other than interest on long-term debt are
recorded when the Liability is incurred, if measurable. Interest on long-term debi is recorded when due.

In applying the susceptible to accrual concept to intergovernmental revenues, the legal and contractual requirements of the
individual programs are used as guidance.

Property and sales tax revenues are recorded under the susceptible to accrual concept. Franchise taxes, licenses and permits, fines
and miscellaneous revenues (except earnings on investments) are recorded as revenues when received in cash becausc they are
generally not measurable until actually received. Investment earnings are recorded as earned since they are measurable and
available.

The accrual basis of accounting is utilized by the proprietary fund type.

For purposes of the statement of cash flows, the Water and Sewer Fund considers all highly liquid investments (Including restricted
assets) with a maturity of three months or less when purchased to be cash equivalents.

Budgerary Procedures . . The City Council follows these procedures in establishing the budgetary data reflected in the combined
tinancial statements: (1) On or before August [irst each year, the Manager submits to the City Councit a proposed budget. The
budget includes proposed expenditures and the means of financing them. (2) Public hearings are conducted to obtain taxpayer
comments. (3) Prior to Seplember 30, the budget is legally enacted through passage of an ordinance. The annual appropriations
lapse at vear end. (4) Revisions that alter the total expenditures of any fund must be approved by the City Council. {5) Budgets
for the General and Debt Service Funds are adopted on a basis consistent with generally accepted accounting principles. Budgeted
amounts presented in the general purpose financial statements are as originally adopted and amended by the City Council.

INVESTMENTS

The City of Kennedale invests ils investable funds in investments authorized by Texas law in accordance with investment policies
approved by the City Council of the City of Kennedale. Both state law and the City’s investment policies are subject te change.

LEGAL INVESTMENTS . . . Under Texas law. the City is authorized to invest in (1) obligations of the Unitcd Stales or ils agencies and
instrumenealities, (2) direct obligations of the State of Texas or its agencies and instrumentalities, (3) collateralized mortgage obligations
directly issucd by a federal agency or instrumentality of the United States, the underlying security for which is guaranteed by an agency or
instrumentality of the United States, (4) other obligations, the principal of and interest on which are unconditionally guaraniced or insured
by. or backed by the full faith and credit of, the State of Texas or the United States ot their respective agencies and instrumentalities. (5)
obligations of states, agencies, counties, citics, and other political subdivisions of any state rated as to investment quality by a nationally
recognized investment rating firm not less than A or its equivalent, (6) certificates of deposit that are guaranteed or insured by the Federal
Deposit Insurance Corporation or are secured as to principal by obligations described in the preceding clauses or in any other manner and
amount provided by law for City deposits, (7) certificates of deposit and share certificatcs issued by a state or federal credit union
domiciled in the State of Texas that are guaranteed or insured by the Federal Deposit Insurance Corporation ar the National Credil Union
Share Insurance Fund, or are secured as to principal by obligations described in the clauses (1) through (5) or in any other manner and
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amount provided by faw for City deposits, (8) fully collateralized repurchase agreements that have a delined termination date, are fully
secured by obligations deseribed in clause (1) and arc placed through a primary government securitics deader or a fnancial institulion
doing business in the State of Texas, (9) hankers” acceptances with the remaining term of 270 days ur less, il the shori-term obligations of
the accepting bank o its parent are rated at least A-1 or P-1 or the equivalent by at least one nationally recognized credit rating agency,
(19) commercial paper that is rated at least A-1 or P-1 or the equivalent by cither (a) two nationally recognized credil rating agencies or
() one nationally recognized credit rating agency if the paper is fully secured by an irrevocable letter of credit issued by a U.S. or state
bank. (11) no-load money market mutual funds regulatedt by the Securities and Exchange Commission that have a dollar weighted
average portfolio maturity of 90 days or less and include in thetr investment objectives the maintenance of a stable net asset vatue of $1
for each share, and (12) no-load mutual funds regisiered with the Securitics and Exchange Commission that: have an average weighted
maturity of less than two vears: invests exclusively in obligations described in the preceding clauses: and are continuously rated as o
investment quality by at least one nationally recognized wvestment rating fim of not fess than AAA or its equivalent,

The City may invest in such obligations directly or through govermument investment pools that invest solely in such obligations provided
that the pools are rated no lower than AAA or AAAm or an cquivalent by at least one nationally recognized rating service. The City is
specitically prohibited from investing in: (1) obligations whose payment represents the coupon payments on the vulslunding principal
balance of the underlying mortgage-backed securily collateral and pays no principal: (2) obligations whose payment represents the
principal siream of cash flow from the underlying mortgage-backed security and bears no interest; (3) collateralized mortgage obligations
that have a stated tinal maturity of greater than 10 yewrs: and ) collateralized morgage obligations the interest rate of which is
determined by an index that adjusts opposite to the changes in a market index.

INVESTMENT POLICIES . . . Under Texas law. the City is required to invest its funds under written investment policies that primarily
emphasize safety of principal and liquidity; that address invesunent diversification, yield, maturity, and the quality and capabilivy of
investment management; and that includes a list of authorized invesiments for City funds. maximum allowable stated maturity of any
individual investment and the maximum average dollar-weighted maturity allowed for pooled fund groups. All Ciy funds must he
invested consistent with a formally adopted “Investment Stratcgy Statement” that speaifically addresses each funds™ investment. Fach
Investment Strategy Statement will describe its objectives concerning: (1) suitability of investment type, (2) preservation and salely of
principal, (3) liquidity, (4) marketability of cach investment, (5) diversification ol the portfelio, and (6) yicld.

Under Texas law, City investments must be made “with judgment and care, under prevailing circumstances. that a person of prudence.
discretion, and intefligence would exercise in the management of the person’s own atfairs, not for speculation, but for investment,
considering the probable safety of capital and the probable inconwe to be derived.” At least yuarterly the investment officers of the City
shall submit an investment report detailing: (1) Lhe investment position of the City, (2) that all investment officers jointly prepared and
signed the report, (3) the beginning market value. any additions and changes to market value and the ending value of each pooled fund
group, (4) the book value and market value of each separately listed assel al the beginning and end of the reporting period. (5) the
matuniy datc of cach scparatcly invested asset. (6) the account or fund or pooled fund group for which each individual investment was
acquired, and (7) the compliance of the investment portfolio as it relates to: (a) adopted lnvestment stratcgy statements and (b) state law.
No person may invest City funds without express writien authority from the City Coungil.

ADDITIONAL PROVISIONS . . . Under Texas law the City is additionally required 1oz (1) annually review its adopied policies and strategies:
(2) require any investment efficers” with personal business relationships or relatives with firms seeking (o sell securities 1o the entily Lo
disclose the relationship and file a statement with the Texas Ethics Commission and the City Council; (3) require the regisiered principal
of firms seeking (o sell securities o the City 101 (a) receive and review the City's investment policy. (h) acknowledge that reasonable
controls and procedures have been implemented 1o preclude imprudent investment activities, and (¢) deliver a written statement attesting
to these requirements; (4) perform an annual audit of the management controls on investments and adherence o the City’s investment
policy; (5} provide specific investment training lor the Treasurer, Chief Financial Officer and investment officers; (6) resirict reverse
repurchase agreements (o not more than 90 days and restrict the investment of reverse repurchase agreement funds o no greater than the
term of the reverse repurchase agreement; (7) restrict the investment in mutual funds in the aggregate to no more than $0% of the City's
monthty average fund balance, excluding bond proceeds and reserves and other lunds held for debt service and further restrict the
investment in non-money market mutual lunds of any portion of bond proceeds. reserves and funds held for debt service and to no more
than 15% of the entity’s monthly average fund balance. excluding bond proceeds and reserves and other funds held for debt service; and
(8) require local government investrment pools o conform to the new disclosure, rating, net asset value, yicld caleslation, and advisory
board requircments.

It is the policy of the City Lo invest public funds in a manner which will provide highest invesiment return without safety or
liquidity risk while meeting the daily cash flow demands of the City and conforming to all provisions of the Public Funds
Investment Act (HB 2459},

Management responsibilily for the investment program is hereby delegated to the Dircetor of Finance under the direct supervision
of the City Manager. The Director of Finance shall serve as the City’s Investment Ofticer. The Director of Finance shall cstablish
written procedures for the operations of the investment program consistent with this investment policy. Procedures should include
reference to: safekeeping, repurchase agreements, wire transfer agreements, banking service contracts and collatcralidepository
agreements.  Such procedures shall include explicitly defegation of authority to persons responsible for investment transactions.

No person may engage in an investment transaction except as provided in the terms of this policy and the procedures established
by the Director of Finunce, under the supervision of the City Manager. The Director of Finance. under the supervision of the City
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Manager shall be responsible for transactions undertaken and shall establish a system of controls to regulate the activities of
subordinate officials.

The City will diversity its investments by security type and institution. No more than 50% of the City's total investment portfolio
will be invested in a single sceurity type with the exceplion of investment pool securitics. No more than 50% of the City’s total
investment portfolio will be invested in any one specific investment pool.

The Director of Finance shall establish an annual process of independent review by an external auditor. This review will provide
internal control by assuring compliance with policies and procedures.

The Director of Finance is charged with the responsibility of including a market report on investment activity and returns to
Council not less than quarterly.

TABLE 12 - CURRENT INVESTMENTS

As of September 30, 1997, the City's investable funds were invested in the following categories:

% of Purchase Market

Description Portfolio Price Value
L.O.GLC. 320% % 636,59 $ 636,596
Lane Star Money Market 31.0% 632,267 632,267
TexPool 37.0% 740715 740,715

100.0%  $2,009,578  $2,009,578

As of such date. 100% of the City's investment portfolio will mature within 3.5 months. The market value of the investment portfolic
was approximately 100% of its purchasc price.

TexPool is a local government investment pool under the control of the Texas Comptroller of Public Accounts. The Comptroller
has engaged Chasc Bank of Texas, and its affiliates. to provide investment management and fund accounting services for TexPool.
First Southwest Asset Management, Inc., an affiliate ol First Southwest Company, provides customer service and marketing for
the pool. TexPool currently maintains a AAAm rating from Standard & Poor’s. The pool's investment objectives include
achieving a stable net asset value of $1.0¥ per sharc. Daily investment or redemption of funds is allowed by the participants.
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THE SYSTEM
WATERWORKS SYSTEM AND SEWER SYSTEM DESCRIPTION

The City provides water and sewer scrvice primarily for the City and has a small number of customers vutside the City limits. The
City purchases wastewater treatment from the City of Fort Worth. The City has one overhead storage tank and (wo ground
storage tanks for a total storage capacity of 1.53 million galions. The City has five water well sites, which provides the source of
water,

TABLE 13 - MONTHLY WATER RATHS (EFFECTIVE JANUARY L, 1999)

Homeowners 65 and Older -
Inside City Limils Qutside City Limits and/or Disabled Persons
First 2,000 gallons ~ $7.50  {Minimum ) $22.56 (Minimum ) $4.61  (Minimum)

Over 2,000 gallons  $3.00  Per 1000 gallons $3.41  Per LOOO gallons  $2.61  Per 1.000 gallons

TABLE 14 - HISTORICAL WATER CONSUMPTION (GALLONS)

Fiscal

Year

Ended Daily Total Water

9-30 Average Usage Revenue )
1994 538,810 196,665,500 $ 507,493

1995 582.451 212544700 546,755
1996 592,725 216344512 556075
1997 708,450 258,384.209 621,940
1998 754,854 275.521.600 754325

TABLE 15 - MONTHLY SEWER RATES (EFFECTIVE JANUARY 1, 1999)

Inside City Limits

Residential Homcowners over 635 and/or Disabled ‘B
Basic Charge: $6.50 plus $1.50 per 1,000 gallons  Basic Charge: $3.25 plus S1.38 per 1000 gallons “
Commercial ’
Meter Size  Basic Charge
¥4 &Lt $6.00
1-1/2" 7.15
2 8.50 “
3 1170 “f
4" 16.40

(1) Quuside City rates - double City rate.
{2) Plus $1.00 per 1,000 gallons.




TARLE 16 - WASTEWATER USAGE {(GALLONS)

Fiscal
Year

Ended Total
9-30 Revenue
1994  $240,123
1995 254,246
1996 233941
1997 284,745
1998 280,308

TABLE 17 - WATERWORKS AND SEWER SYSTEM CONDENSED STATEMENT OF OPERATIONS

Fiscal Year Ended September 30,

1996 1995 1994 1993

1997
Operating Revenue $ 1,085.347
Operating Expense $1.040.492

$ 1,100,786 $963,731  B884418  $926,061

$ 906483 _$832106 _$7355744 _$738.217

Net Available tor Debt Service  * $ 44.855

Water Customers 1,767
Sewer Customers 1,595

$ 194303 $131.625 $128.674  $ 187844

1.743 1,701 1,640 1,592
1.563 1,529 1,466 1.422

* Purchased computer system fur City Hall out of waler fund reserves. General fund reimburses annually at 5.5%. ($133,000}

)
L¥=]



TAX MATTERS

OpPmION . On the date of initial delivery ol the Ceruficates. MeCall. Parkhurst & Horton L.L.P.. Dallas. Texas. Bond Counsel.
will render their opinion that, in accordance with statutes. regulations. published rulings and court decisions existing on the date
thereof, {1} interest vn the Certificates will be excludable from the “gross income” ol the holders thereof and (2) the Certificates
will not be treated as specified “private activity bonds™ the interest on which would be included as an aliernative minimum tax
preference ilem under section 57(a)(5) of the Internal Revenuve Code of 1986 (the “Codc™). Except as srated above, Bond
Counsel will express no opinion as to any other federal. state or Jocal tax consequences of the purchase. ownership or disposition
of the Cerlificates, See Appendix C - Form of Bond Counsel's Qpinion.

In rendering their opinion, Bond Counsel will rely upon (a) the City's no-arbitrage certificate. and (b) covenants of the City with
respect o arbitrage. the application of the proceeds o be received from the issuance and sale of the Certificates and certain other
matters. Fatlure of the City to comply with these representations or covenants could cause the interest on the Certificates (o
become includable in gross income retroactively to the date of issvance of the Certificates.

The law upon which Bond Counsel have based their upinion is subject to change by the Congress and to subsequent judictal and
administrative interpretation by the courts and the Department of the Treasury. There can be no assurance that such law or the
interpretation thereof will not be changed in u munner which would adversely affect the tax treatment of the purchasc. ownership
or disposition of the Certificates.

FEDERAL INCOME TAX ACCOUNTING TREATMENT 0F ORIGINAL ISSUE DISCOUNT . . . The initial public offering price 1o be paid
for one or more maturitics of the Certilicates (the “Original Issue Discount Certificates™ may be less than the principal amount
thereof. In such event, the difference between (1) the amount payable at the maturity ol each Original Issue Discount Certiticate,
and (i} the initial olfering price to the public of such Original Issue Discount Certificate would constitute original issue discount
with respect Lo such Original Issue Discount Certificate in the hands of any owner who hus purchased such Original Issuz Discount
Certificate in the initial public offering of the Certiticates. Under existing law, such initial owner is entitled 10 exclude from £ross
income (a5 defined in Section 61 ol the Code) an amount of income with respect Lo such Original Issue Discount Certificate equal
Lo that portion of the amount of such original issue discount allocable (o the period that such Original Issue Discount Certificate
continues 1o be owned by such owner. For a discussion of certain collateral federal 1ax consequences, see discussion set forth
below.

In the event of the redemption, sale or other taxable disposition of such Original Tssue Discount Certificale prior to stated
maturity, however, the amount realized by such vwner in cxeess of the hasis of such Original Issue Discount Certificate in the
hands of such owner (adjusted upward by the portion of the original issue discount allocable to the period for which such Original
Issue Discount Certificate was held by such initial owner) is includable in gross income.

Under existing law, the original issue discount on euch Original Issue Discount Certificate is accrued daily Lo the stated maturity
thereat (in amounts caleulated as described below for cach six-month period ending on the date before the semiannual anniversary
dates of the date of the Certificates and ratably within cach such six-month period) and the acerued amount is added to an initial
owner’s basis for such Original Issue Discount Cerlificate for purposes of determining the amount of gain or loss recognized by
such owner upon the redemption, sale or other disposition thercof. The amount to be added to basis [or cach accrual period is
equal to (a) the sum of the issue price and the amount of original issue discount accrued in prior periods multiplied by the yield to
stated maturity (determined on the basis of compounding at the close of cach accrual period and properly adjusted tor the length of
the accrual period) less (b) the amounts payable us current interest during such accrual period on such Certificale.

The federal income tax consequences of the purchase, ownership. redemprion, sale or other disposition of Original Issue Discount
Certificates which are not purchased in the initial offering at the initial offcring price may be determined according to rules which
dilfer [rom those described above. All owners of Original Issue Discount Certiticates should consult their own tax advisors with
respect 10 the determination for federal. state and local income tax purposes of the treatment of interest acerued upon redemption,
sale or other disposition of such Original Issue Discount Certiticates and with respect 1o the federal, state, local and foreign tax
consequences of the purchase, ownership. redemption, sale or other disposition of such Qriginal Issuc Discount Certificates.

COLLATERAL FEDERAL INCOME TAX CONSEQUENCES . .. The [ollowing discussion is a summary of certain collateral federal
income tax consequences resulting [rom the purchase. ownership or disposition of the Certificates. This discussion is based on
existing statutes, regulations, published rulings and court decisions. all of which are subject 10 change or modification,
retroactively.

The following discussion is applicable (0 investors, other than those who are subject to special provisions of the Code, such as
financial institutions. property and casualty insurance companies, life insurance companies. individual recipients of Social Security
or Railroad Retirement benefits, individuals allowed carned tncome credit, owners of an interest in a FASIT, certain $ corporations
with Subchapter C earnings and profits and taxpayers whe may be deemed to have incurred or continued indebtedness to purchase
tax-exempt obligations.

INVESTORS, INCLUDING THOSE WHO ARE SUBJECT 1O SPECIAL PROVISIONS OF THE CODE, SHOULD
CONSULT THEIR OWN TAX ADVISORS AS TO THE TAX TREATMENT WHICH MAY BE ANTICIPATED TO
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RESULT FROM THE PURCHASE, OWNERSHIP AND DISPOSITION OF TAX-EXEMPT OBLIGATIONS BEFORE
DETERMINING WIIETHER TO PURCHASE THE CERTIFICATES.

Prospective purchasers should be aware that because the first interest payment will be made more than one year after the issue date
of the Bonds, the first payment may be (reated as original issue discount, While such treatment of the paymeni will not adversely
affect the cxcludability of the interest portion of the payment from a holder’s gross income, special tax accounting treatment may
apply. This tax accounting treatment would cause a portion of (he interest payment o be recognized in the taxable year in which
the Bonds are purchased. rather than the taxable year in which the payment is received by the holder. This treatment may
accelerate any alternative minimum tax consequences for corporations, the recognition ol any pottion of the payment which is
treated as market discount and any other collateral federal income tax conseguences for certain holders. Prospective purchasers
should consult their tax advisors for advice regarding such consequences.

Interest on the Certificales will be includable as an adjustment for “adjusted current carnings” to calculate the alternative minimum
{ax imposed on corporations by section 35 of the Code. Scetion 55 of the Code imposes a tax equal to 20 percent for
corporations, or 26 percent for non corporalc Laxpayers (28 percent for taxable excess exceeding $175,000), of the taxpayer's
“4llernative minimum taxable income,” if the amount of such alternative minimum tax is greater than the taxpayer’s regular income
tax for the taxable year.

Interest on the Certificates may be subject to the “branch profits tax” imposed by section 884 of the Code on the effectively-
coanected earnings and profits of a foreign corporation doing business in the United States.

Under section 6012 of the Code, holders of tax-exempt obligations, such as the Certificates, may be required to disclose interest
received or accrued during cach taxable year on their returns of federal income taxation.

Section 1276 of the Code provides for ordinary income lax treatment of gain recognized upon the disposition of a tax-excmpl
abligation, such as the Certificates, if such obligation was acquired at a “market discount” and if the fixed maturity of such
obligation is equal 1o or exceeds, one year from the date of issue. Such treatment applies to “market discount bonds” to the extent
such gain does not exceed the accrued market discount of such bonds, although for this purpose, a de minimis amount of marker
discount is ignored. A “market discount bond” is one which is acquired by the holder at a purchase price which is less than the
stated redemption price or, in the case of a bond issued at an original issue discount, the “revised issue price” (i.e., the issue price
plus accrued original issue discount). The “sccrued market discount” is the amount which bears the same ralio to the market
discount as the number of days during which the holder holds the obligation bears to the number of days between the acquisition
date and the tinal maturity date.

STATE, LOCAL AND FOREIGN TAXES . . . Investors should consult their own tax advisors concerning the tax implications of the
purchase, ownership or disposition of the Certificates under applicable state or local laws. Foreign investors should also consult
their own tax advisors regarding the tax consequences unique to investors who are not United States persons.

QUALIFIED TAX-EXEMPT OBLIGATIONS FOR FINANCIAL INSTITUTIONS . . . Section 265(a) of the Code provides, in periinent
part, that interest paid or incurred by a taxpayer. inclnding a “financial institution,” on indebtedness incurred or continued to
purchase or carry tax-exempl obligations is not deductible by such taxpayer in determining laxable income. Section 265(b) of the
Code provides an exception to the disallowance of such deduction for any interest expense paid or incurred on indebtedness of a
taxpayer which is a “financial institution™ allocable (o tax-exempt obligations, other than specified “private activity bonds,” which
are designated by a “qualified small issuer” as “qualified 1ax-cxempt obligations.” A “qualified small issuer” is any governmental
issuer (together with any subordinate issucrs) who issues no more than $10,000,000 of tax-exempt obligations during the calendar
year. Section 265(b)35) of the Code defines the lerm “financial institution” as referring 1o any corporation described in section
585(2)(2) of the Code, or any person accepting deposits from the public in the ordinary course of such person’s trade or business
which is subject 1o federal or slale supervision as a financial institution.

The City expects to designate the Certificates as “qualified tax-exempt obligations” within the meaning of section 265(b) of the
Code. In furtherance of that designation, the City will covenant to take such action which would assure or to refrain from such
action which would adversely affcct the treatment of the Certificates as “gualified tax-exempt obligations.” Potential purchascrs
should be aware that if the issue price to the public (or, in the case of discount bonds, the amount payable at maturity) exceeds
$ 10,000,000, then such obligations might fail to satisfy the $10.000,000 limitation and the obligations would not be “qualified tax-
exempt abligations.”



OTHER INFORMATION
RATINGS

The presently oulstanding tax supported debt of the City is raied “Baal™ by Moody's. An application for a contract rating on this
issue has been made to Moody's. An explanation of the significance of such rating may be obtained from the company furnishing
the rating. The rating reflects only the respective view of such organization and the City makes no representation as to the
appropriateness of the rating. There is no assurance that such rating will continue for any given period of time or that it will not be
revised downward or withdrawn entirely by such rating company. if in the judgment of the company. circumstances $o warrant.
Any such downward revision or withdrawal of such rating. may have an adverse eflect on the market price of the Certificates.

LITIGATION

It is the opimion of the City Attorney and City Staff that there is no pending litigation against the City that would have a material
adverse financial impact upon the Cily or ils operations.

REGISTRATION AND QUALII*'[C.ATI()N OF CERTIFICATES FOR SALE

The sale of the Certiticates has not been registered under the Federal Securitics Act ol 1933, as amended, in reliance upon the
exemplion provided thereunder by Section 3(a)(2): and the Certificates have not been qualified under the Securities Act of Texas
in reliance upon various exemptions contained therein: nor have the Certificates been qualified under the securities acts of any
Jurisdiction. The City assumes no responsibility for qualilication of the Certificates under the securities laws of uny jurisdiction in
which the Certificates may be sold, assigned, pledged. hypothecated or otherwise transterred. This disclaimer of responsibility for
qualification for sale or other disposition ol the Certificates shall not be construed as an interpretation of any kind with regard to
the availability of any exemption from sccurities registration provisions.

LEGAL INVESTMENTS AND ELIGIBILITY TO SECURE PUBLIC FUNDS IN TEXAS

Section 9 of the Bond Procedures Act provides that the Certiticates “shall constitute negotiable instruments, and are investment
securitics governed by Chapter 8. Texas Unitorm Commercial Code, notwithstanding any provisions of law or court decision to
the contrary. and are legal and authorized investments for bunks, suvings banks. trust companies, building and loun associations,
savings and loan associations, insurance companies, fduciaries, and trustees. and for the sinking fund of citics, towns. villages.
school districts, and other political subdivisions or public agencies of the State of Texas”™. The Certificates are eligible to secure
depasits of any public [unds of the state, its agencies and political subdivisions. and are legal security for those deposits 1o the
extent of thewr market value. For political subdivisions in Texas which huve adopted investment policies and guidelines in
accordance with the Public Funds Investment Act (V.T.C.A., Government Code, Chapter 2256). the Certificales may have 10 be
assigned a raung of "A” or iis equivalent as to investment quality by a national rating agency before such obligations are eligible
investments for sinking funds and other public funds. No review by the City has been made of the laws in other states o delermine
whether the Certilicales arc legal investments for various institutions in those states.

LEGAL OPINIONS AND NO-LITIGATION CERTIFICATE

The City will furnish a complete transeript of proceedings had incident to the authorization and issuance of the Cerificates,
including the unqualified approving legal opinion of the Attorney General of Texas approving the Initial Certificate and to the
etfect that the Certificates are valid and Jegally binding obligations ol the City, and based upon examination of such transeript of
proceedings, the approving legal opinion of Bond Counscl. to like effect and to the effect that the interest on the Certiticates will
be exciudable from gross income for federal income tax purposes under Section 103(a) of the Code, subject to the matters
described under “Tax Matters” hercin. inctuding the alternative minimum tax on corporations.  The customary closing papers,
including a certificaic to the effect that no litigation ot any nature has been filed or is then pending Lo restrain the issuance and
delivery of the Certificates, or which would atfect the provision made for their payment or security. or in any manner questioning
the validity of said Certificates will also be turnished. Bond Counsel was not requested to participate, and did not Lake part. in the
preparation of the Notice of Sale and Bidding Instructions. the Official Bid Form and the Official Statement. and such firm has not
assumed any responsibility with respect therelo or undertaken independently to verify any of the information contained therein,
excepl that. in its capacity as Bond Counsel. such tirm has reviewed the information describing the Certiticates in the Official
Statement to verily that such description conlorms (o the provisions of the Ordinance. The legal tee to be paid Boad Counsel for
services rendered in connection with the issuance of the Certificates is contingent on the sale and delivery of the Certilicates.
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ACUTHENTICITY Ot FINANCIAL DATA AND OTHER INFORMATION

The financial data and olher information contained hercin have been obtained from City records, audited (inancial stalements and
other sources which are believed to be reliable. There is no guarantee that any of the assumptions or estimates contaned herein
will be realized. All of the summaries of the statutes, documents and resolutions contained in this Official Statement are made
subject t all of the provisions of such statutes, documents and resolutions. These summaries do not purport to be complete
statements of such provisions and reference is made to such documents for further information. Reference is made to original
documents in all respects.

CONTINUING DISCLOSURE OF INFORMATION

The offering of the Certificates qualifies for the Rule 15¢2-12(d)(2) excmption from Rule 15¢2-12(b)(5) regarding the City’s
continuing disclosure obligations because the City has not issued more than $10,000.000 in aggregate amount of outstanding
municipal securities and no person is committed by contract or other arrangement with respect to payment of the Ceruificates.
Pursuant to the exemption, the City in the Ordinance has made the (ollowing agreement for the benefit of the holders and beneficial
owners of the Certificates. The City is required 1o observe the agreement for so long as il remains obligated to advance funds to
pay the Certificates. Under the agreement, the City will be obligated to provide certain updated financial information and
operating data annually, and timely notice of specified material events, to certain information vendors. This information will be
availahle to securitics brokers and others who subseribe to receive the information from the vendors.

ANNUAL REPORTS . . . The City will provide certain financial information and operating data which is customarily prepared by the
City and is publicly available to any person upon request made to the City in writing; provided that the City reserves the right at
any time to commence making filings of such information with the Texas State Information Deposilory (the “SID”) (if any, and i
none, to each NRMSIR, as delined below) in lieu of providing such information to persons upon request. The information to be
updated includes all quantitative financial information and operating data with respect to the City of the general type included in
this Official Statement under Tables numbered 1 through 6 and 8 through 17 and in Appendix B. The City will update and provide
this information within 6 months after the end of each fiscal year ending in or afler 1998.

The City may provide updated information in full text or may incorporate by reference certain otber publicly available documents,
as permitted by SEC Rule 15¢2-12. The updated information will include audited financial statements, if the City commissions an
audit and it is completed by the required time. If audited financial stalements are not available by the required time, the City will
provide unaudiled financial starements by the required time and audited financial statements when and if such audited financial
statement hecome available. Any such financial statements will be prepared in accordance with the accounting principles described
in Appendix B or such other accounting principles as the City may be required to employ from time to time pursuant 1o stale law
or regulation.

The City's current fiscal year end is September 30, Accordingly, it must provide updated information by March 30 in each year,
unless the City changes its fiscal year. If the City changes its fiscal year, it will notify each nationally recognized municipal
sccurilies information repository (“NRMSIR™) and the SID of the change.

The Municipal Advisory Council of Texas has heen designatcd by the State of Texas and approved by Lhe SEC staff as a qualified
SID. The address of the Municipal Advisory Council is 600 West 8th Street, P. O, Box 2177, Austin, Texas 78768-2177, and its
telephone number is 512/476-6947.

MATERIAL EVENT NOTICES . . . The City will alse provide timely notices of certain events Lo certain information vendors. The
City will pravide notice of any of the following events with respeet to the Certificates, if such event is material to a decision to
purchase or sell Certificates: (1) principal and interest payment delinquencics; (2) non-payment related defaults; (3) unscheduled
draws on debt service reserves reflecting financial difficulties; (4) unscheduled draws on credit enhancements reflecting financial
difficulties: (5) substitution of credit or liquidity providers, or their failure to perform; (6) adverse lax opinions or events affectng
the tax-exempt status of the Certificates: (7) modifications 1o rights of holders of the Certificates; (8) Certificate calls; (9)
defeasances: ( 10) release. substitution, or sale of property securing repayment of the Certificates; and (11) rating changes. (Neither
the Certilicates nor the Ordinance make any provision for debt service reserves or liquidity agreements.) In addition, the Cily will
provide timely notice of any failure by the City t provide information, data, or financial statements in accordance with its
agreement described above under “Annual Reports.” The City will provide cach notice described in this paragraph to the SID and
to either cach NRMSIR or the Municipal Securities Rulemaking Board ("MSRB™).

AVAILABILITY OF INFORMATION FROM NRMSIRs AND SID . . . The City has agreed to provide the foregoing information only to
NRMSIRs and the SID. The informarion will be available to holders of Certificates only if the holders compiy with the procedures
and pay the charges established by such information vendors or obtain the information through sceurities brokers who do so.

Information agreed to be provided by the City on request may be oblained by contacting the City at P.O. Box 268, Kennedale,
Texas 76060,



LIMITATIONS AND AMENDMENTS . The City has agreed to update information and to provide notices of material events only as
described above, The City has not agreed to provide other information that may be relevant or material 10 a complete preseniation
ol its hnancial results of operations. condition. or prospects or agreed 1o update any information that is provided, except as
described above. The City makes no representation or warranly concerning such information or concerning s usclulness o a
decision Lo invest in or sell Certificates at any future date. The City disclaims any contractual or tort hability for damages resulting
in whole or in part from any breach of its continuing disclosure agreement or from any statement made pursuant Lo its agreement,
although holders of Certificates may seek a writ of mandamus to compel the Cily 1o comply with its agrcement,

The City may amend its continuing disclosure agreement from time to time to adapt to changed circumstances that arise from a
change in legal requirements. a change in law. or a chunge in the identity, nature. status. or type of operations of the City. if (i) the
agreement, as amended. would have permitted an underwriter to purchase or sell Certificates in the offering described herein in
compliance with the Rule, taking into account any amendments or interpretations of the Rule to the date of such amendment, as
well as such changed circumstances, and (i) either (a) the hokders of a majority in aggregate principal amount of the outstanding
Certificates consent to the amendment or (b) any person unaffiliated with the City (such as nationally recognized bond counsel)
determines that the amendment will not materially impair the interests of the holders and beneficial owners of the Certificates. The
City may also amend or repeal the provisions of this continuing disclosure agreement if the SEC amends or repeals the applicable
provisions of the SEC Rule 15¢2-12 or a court of final jurisdiction enters judgment that such provisions of the SEC Rule 15¢2-12
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 Certificutes in the primary offering of the Centificates. I the City so amends the agreement, it has agreed o
include with the next financial information and operating data provided in accordance with its agreement described above under
“Annual Reports™ an explanation, in narrative form, ol the reasons for the amendment and of the impact of any change in the type
of financial information and operating data so provided.

COMPLIANCE WITH PRIOR UNDERTAKINGS
The City has not previously made a continuing disclosure agreement in accordance with SEC Rule 15¢2-12.
YEAR 20HH) DISCLOSURE

The year 2000 presents potential problems tor computerized data files and computer programs. When developed, many computer
applications were not expected to be in operation at the end of the century: however, many of these applications continue 1o be
used by governments and businesses.

The City recognizes the year 2000 problem and has taken certain steps to resolve these issues, including (i) the identification and
replacement of non-year 2000 compliant hardware: (i) with respect to software purchased since 1997, purchasing year 2000
compliant software; and (iii) the director of data processing is in the process of reviewing and resolving issues that may arise
related 10 the City’s software. Tt is anticipated that all svstems relating to the City will be year 2000 compliant by the turn of the
century, so it is not expected that year 2000 issues will pose significant problems for the City. No assurance can be given,
however, that problems or delays will not oceur in the ongoing modification and replacement efforts. In the event any such
problems were to occur, there could be delays beyond such projected target daics.

The City further recognizes that the year 2000 problem may affect certain other third parties with whom the City has contracied
and/or upon which it relies to provide certain services. including but not limited 1o, the Tarrant Appraisal District, the Paying
Agent/Registrar and Depository Trust Company. The Cily cannot guaraniec that computer systems of such third parties upon
which the City relies will be timely modified or converted to address the year 2000 problem. Moreover, the City cannot give any
assurances that it will be able to identify all potential year 2000 problems in computer systems of third parties upon which the City
relies or that the computer systems of such entities will be timely modified or converted 1o address the year 2000 problem. To the
extent that the year 2000 problem is not adequately addresscd by such third parties, there could be interruptions in the operations
of the City. See “The Bonds - Book-Enury-Only System” for a discussion of the Year 2000 compliance efforts of The Depository
Trust Company.

FINANCIAL ADVISOR

First Southwest Company is employed as Financial Advisor to the City in connection with the issuance of the Certificates. The
Financial Advisor's fee for services rendered with respect to the sale of the Certificates is contingent upon the issuance and
delivery of the Certificates. First Southwest Company may submit 2 bid for the Certificates, either independently or as a member
of a syndicale organized to submit a bid for the Certificates. First Southwest Company, in its capacity as Financial Advisor, has
relicd on the opinion of Bond Counsel and has not veritied and does not assume any responsibility [or the information, covenants
and representations contained in any of the legal documents with respect to the federal income tax status of the Certificates, or the
possible impact of any present, pending or future actions taken by any legislative or judicial bodies. [n the normal course of
business, the Financial Advisor may from time Lo time sell investment sceuritics to the City for the investment of bond proceeds or
other funds of the City upon the request of the City.
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CERTIFICATION OF THE QFFICIAL STATEMENT

AL the time of payment for and delivery of the Certificates. the City will urnish a certificate, cxecuted by proper otficers, acting in
their official capacity, to the effect that to the best of their knowledge and belief: (a) the descriptions and statcments of or
pertaining to the City contained in its Official Statement, and any addenda, supplement or amendment thereto, on the date of such
Official Stalement, on the date of sale of said Certificates and the acceptance of the best bid theretor. and on the date of the
delivery, were and arc true and correct in all material respects; (b) msofar as the City and its aftairs, including its financial affairs,
are concerned, such Official Statement did not and does not contain an untrue staternent of a material fact or omit to state a
material fact requircd Lo be stated therein or necessary w make the statements therein, in the light of the circumstances under
which they were made. not misleading; (¢) insofar as the descriptions and statcments. including financial data, of or pertaining to
entities, other than the City, and their activities contained in such Official Statement are concerned, such statements and data have
heen obtained from sources which the City believes to be reliable and the City has no reason to believe that they are untrue in any
material respeet; and (d) there has been no material adverse change in the financial condition of the City since the date of the last
audited financial statements of the City.

The Ordinance authorizing the issuance of the Certificates will also approve the form and content of this Official Statement, and
any addenda, supplement or amendment thercto, and authorize its further use in the reoffering of the Certificates by the Purchaser.

Mayor
City of Kennedale, Texas
ATTEST:

City Secretary
City of Kennedale, Texas
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APPENDIX A

GENERAL INFORMATION REGARDING THE CITY
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THE CITY . . . The City of Kennedale is situated at the apex of the southeast border of Fort Worth and the southwest border of
Arlingtun in southern Tarrant County. The City’s location is the hub of Interstate Highway 20. Loop 820, and U.S. Highway 287
which combine to provide the most vigorous transportation access in the Mewoplex,  Tens of thousands of motorists travel
through this transportation hub daily. Business Highway 287 (Manstield Hhghway) bisects the City of Kennedale from north to
south providing casy accessibility to and [rom all areas of the City.

Twenty-five miles from Dallas/Fort Worth International Airport, ten miles from the downtown areas of the cities of Fort Worth
and Arlington. thirty miles trom downtown Dallas. and within tificen miles of five major recreational lakes, the City of Kennedale
combines the benefits of being part of onc of the lurgest metropolitan areas in the nation with all of the advantages of a small
community almosphere.

The City of Kennedale has a population ol approximately 5.350 with about 50% of 1ts land area developed. Much of the
remaining land has been wentitied and zoned for commercial and industrial use.

City leaders have dirccied their attention to planning for the future by placing priorities in the arcas of cconomic development,
cmergency services, land use. water and sewer service, and recreation/open space.

Quality home construction continues at a high pace in Kennedale in several residential developments. The City of Kennedale
exhibits pride in providing the type of industrial, commercial, and residential environment thal will continue to make Kennedale the
location of preference in the southern Metroplex.

EDUCATION . . . Most of Kennedale is located within the Kennedale Independent School District, however a portion of the City’s
northwest land area lics within the Fort Worth Independent School District.  Bath school districts provide excellent educational
opportunitics for Kennedale’s youth,

With a to1al enrollment of over 2,100 students, Kennedale Independent School District host one clementary, one middle school
and one high school.  In addition to standard curricolums. Kennedale Independent School District provides cducational
opportunities for gilted and special needs students, as well as vocational and technical skills training.

The City is within commuting distance of nine universities and more than 25 colleges, junior and community colleges, and trade
schools.

The major universities in the Dallas/Fort Worth area include Texas Christian University and Texas Wesleyan University in Fort
Worth, Southern Methodist University in Dallas, the University of North Texas and Texas Woman's University in Denton, the
University of Dallas in Trving, and the University of Texas at Arlington in Arlington.  These universities offer a variety of
undergraduate and graduate degrees in the arts, sciences, and business.

The Tarrant County Junior College system offers a variety of academic, tcchnical and vocational courses toward a two year degree
in arts or applied sciences at three campuses. TCIC South Campus is located within three miles of Kennedale.

MEDICAL FACILITIES AND SERVICE . . . The hospital needs of Kennedale are served by over 20 hospitals located throughout
Tarrant County. Eight major hospitals located within fifteen miles of Kennedale provide a wide range of quality medical and
surgical care, covering obstetrics, cardiac care, cancer, neurology. orthopedics, gynecology, kidney treatment, chemical
dependency. pediatrics, physical therapy, respiratory trearment, psychiatric, major trauma, general emergency, and much more.

The City of Kennedale Fire Department provides superior emergency medical assistance through the operation of a fully equipped
advanced Lifc support ambulance system. Trained paramedics and EMT's respond to emergencies within four minutes of a call for

help, The Kennedale ambulance transports 1o most of the majot hospitals in Fort Worth and Arlington. L5.0. rating of 4.

Helicoprer ambulance scrvice is provided to Kennedale from CareFlight. based at Harris Methodist Hospital Fort Worth, A
helicopter will respond to an emergency call in less than ten minutes t transport the seriously injured.

Emergency “9117 telephone service is available in Kennedale and througheot Tarrant County for police, fire and medical
cmergency help.

PARKS AND RECREATIONAL FACILITIES. . . There are approximately 25 acres of developed parkland in the Kennedale Cuy Park
which includes facilities for family or company picnics, fishing and ball fields for all ages.

PUBLIC LIBRARY . . . Opened in 1989 Friends of the Library - Kennedale worked diligently to open a library in Kennedale,
Through their hard work and dedication of volunteers the Kennedale Library became State Accredited as of September 1, 1994

RESIDENTIAL HOUSING AND COMMUNITY CONVENIENCES - Kennedate is about 50% developed not including individual vacant
Jots. About 2.3 square miles remain o be developed. Much of that laed is to the northeast of Highway 287.
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EMPLOYMENT. .. The labor market in Tarrant County continues to be strong. Unemployment ligures we as follows:

Average Average Average Average
August Annual Annual Annual Annual
Arca 1998 19497 1996 1995 1994
Tarrant County
Civilian Labor Force 763.874 736.552 726348 714214 704,191
Employed 738.194 709.798 698011 679411 663,138
Uncemployed 25.680 26.754 28,337 34,890 39053
% of Unemployment 34% 3.6% 3.9% 4.94% 5.5%
City of Kennedale
Civilian Labor Force 2,583 2489 2451 2 400 2.360
Employed 2.532 2,435 2,394 2,330 2,282
Unemployed 51 54 57 0 78
% of Unemployment 2.0% 2.2% 23% 29% 3.34%
PERSONAL INCOME AND BUYING POWER
1997 19497
Total Effecuve Median
Entity Buying Income Houschold
Tarrant County S 24 748.227.000 39.722
HOUSEHOLD EARNINGS
Tarant County

$20.000 - $34 999 21.8%

$35.000 - $49 990 18.44%

$50.000 and over 37.5G

Source: Sales and Marketing Management Survey of Buying Power, August, 1998,
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APPENDIX 1

EXCERFPTS FROM TIIE
CITY OF KENNEDALE. TEXAS
ANNUAL FINANCIAL REPORT
For the Year Ended September 30, 1997
The information contained in this Appendix consists of excerpts from the City of Kennedale,
Texas Annual Financial Report for the Year Ended September 30, 1997, and is not intended to

be a complete statement of the City's financial condition. Reference is made to the complete
Report for further information.
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STOVALL, GRANDEY & WHATLEY, L.L.P.
CERTIFIED PUBLIC ACCOUNTANTS

1300 South University Drive Members of 7
Sute 308 Amernican Institute of
Fort Worth_ Texas 76107-5735 Certified Public Accountants
817-338-1115 Diwvision of CPA Firms
Metro 817-429-7422 SEC and Private Companies
Fax 817-338-1163 Pracuce Sections

sgw(@sEw-Ccpas.com

INDEPENDENT AUDITOR'S REPORT

Honorable Mayor, City Council and City Administrator
City of Kennedale
Kennedale, Texas

We have audited the accompanying general purpose financial statements of the City of Kennedale, Texas,
as of and for the year ended September 30, 1997, as listed in the table of contents. These general purpose
financial statcments are the responsibility of the City's management. Qur responsibility is to express an
opinion on these general purpose financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the general
purpose financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the general purpose financial statcments. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall general purpose financial statement presentation. We
believe that our audit provides a reasonable basis for our opinion.

In our opinion, the general purpose financial statements referred to in the first paragraph present fairly, in
all material respects, the financial position of the City of Kennedale, Texas, as of September 30, 1997, and
the results of its operations and cash flows of its proprictary fund types for the year then ended, in
conformity with generally accepted accounting principles.

STOVALL, GRA NDEY & ATLEY

Fort Worth, Texas
January 27, 1998
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CITY OF KENNEDALE, TEXAS
COMBINED STATEMENT OF REVENUES, EXPENSES AND CHANGES IN RETAINED
EARNINGS
PROPRIETARY FUND TYPES - ALL ENTERPRISE FUND TYPES
YEAR ENDED SEPTEMBER 30, 1997

‘m

TOTALS g
_(MEMORANDUM ONLY) 52
WATER AND AMBULANCE SEPTEMBER 30: ﬁ
SEWER FUND FUND 1997 1996
OPERATING REVENUES ?
Charges for services $ 1,085,347 s 185,682 $ 1.271.029 g 1,280,172
OPERATING EXPENSES
Personal services 210,342 72,663 289,005
Contractual services 40,478 - 40,478
Supplics 29,468 12,778 42,246
Materials 18,226 2,720 20,946
General services 262,529 25,829 288,358
Depreciation 175,514 16,173 121,689
Bad debts 2,990 25,444 28,434
Intergovemmental charges 300,945 - 300,945
TOTAL OPERATING EXPENSES 1,040,492 161,609 1,202,101
OPERATING INCOME 44,855 24,073 68928
NONOPERATING REVENUES (EXPENSES)
Interest revenue 42,899 T30 43,629
Interest expense and fiscal charges (24,646) {373) (25219
TOTAL NONOPERATING REVENUE (EXPENSE) 18.253 157 18410
NET INCOME 63,108 24,230 87,338
RETAINED EARNINGS, October ! 517,707 22,769 940476
RETAINED EARNINGS, September 30 3 980,815 by 46,999 by 1,027,814

See accompanying Notes and
auditor's report.
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CITY OF KENNEDALE, TEXAS
COMBINED STATEMENT OF CASH FLOWS
PROPRIETARY FUND TYPE - ALL ENTERPRISE FUND TYPES
YEAR ENDED SEPTEMBER 30, 1997 '
INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

TOTALS
(MEMORANDUM ONLY)
WATER AND AMBULANCE SEPTEMBER 30:
SEWER FUND FUND 1397 1996
CASH FLOWS FROM OPERATING
ACTIVITIES:
Cash received from customers s 1,086,975 $ 158,969 $ 1,245,944 $ 1,269,087
Cash paid to suppliers (633,139) (41,511) (674,650) (600,076)
Cash paid 1o employees (210,342) {78.663) (289,005} (329.651)
Net cash provided by
operaling activities 243,494 38795 282,289 339,320
CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES:
Water & sewer deposits 2,245 2,245 2.854
Net cash provided by
noncapital financing
activities 2,245 2,245 2,854
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES:
Advance to General Fund {57.174) (57,174) -
Capital expenditures (239,028) (535) (239,563) (384,098)
Interest and fiscal charges
paid (24,646) (24,646) (11.780)
Payment of COS (15,500) (15,500} .
Principal payments on loan (5,958) (5,958) (6,500)
Proceeds of Cos - 282,100
Capital contribution from CIP - 5,608
Advance from CIP - 23228
Net cash used for capital
and relfated financing
activities (336.348) (6.493) {342.841) (91,442)
CASII FLOWS FROM INVESTING
ACTIVITIES:
Interest on investments 42313 730 43,043 29.064
Net cash provided by
invesling activities 42,313 730 43,043 20.064
NET INCREASE (DECREASE) IN CASH
AND CASH EQUIVALENTS (48,296) 33,032 (15,264) 279,796
CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR 954,656 9315 963971 684,175
CASIT AND CASTI EQUIVALENTS s 906,360 b 42,347 b 948,707 b 963,971

AT END OF YEAR

See accompanying Notes and
auditor's report.



CITY OF KENNEDALE, TEXAS
COMBINED STATEMENT OF CASH FLOWS (CONTINUED)
RECONCILIATION OF OPERATING INCOME TO NET CASH PROVIDED BY
OPERATING ACTIVITIES
PROPRIETARY FUND TYPE - ALL ENTERPRISE FUND TYPES
YEAR ENDED SEPTEMBER 30, 1997

TOTALS
MEMORANDUM ONLY)
WATER AND AMBULANCE SEPTEMBER 30:
SEWER FUND FUND 1997 1996
OPERATING INCOME $ 44,855 § 24,073 M 68,928
Adjustments to reconcile
operating income 1o net
cash provided by operating
activities:
Depreciation and amortization 176,692 16,174 192,866
Provision for uncollectible
accounts -
Change in assets and liabilities:
Decreass in accounts recejvable 4,618 4,618
Increase in accounts receivable (1,269) (1,269)
Decrease in due from other funds -
Increase in due from other funds (20,775) (338) (21,113}
Increase in accounts payable 43,050 4,267 47317
Decrease in accounts payable .
Increase in accrued liabilities -
Decrease in accrued hiabilities (4.945) (4,112) (9,038)
NET CASIHI PROVIDED BY
OPERATING ACTIVITIES £ 243,494 § 38,795 g 282,289

NONCASH INVESTING, CAPITAL, AND FINANCING ACTIVIES

Developers paid for and contributed waterkines and storm sewers in the amount of $ 482,513

CD.B.G. lines were completed in the amount of 135,325

See accompanying Notes and
auditor's report.
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CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1997

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Kennedale was incorporated in 1947. The City operates under a Mayor-Council form of government and
provides the foliowing services:

Police and fire protection, public works, public library, ambulance and general administrative services. In addition,
the City owns and operates a water and sewer system.

The combined general purpose financiat statements of the City have been prepared in conformity with generally
accepted accounting principles (GAAP) as applied to government units.

The reporting entity for financial reporting purposes include all activities over which the City Council exercises
oversight responsibility. The activities of the Kennedale Economic Development Corporation, 2 non-profit
corporation established during the current year, are blended and reported in the General Fund because the City
Council has oversight responsibility. Therefore, the foliowing are not included because they are autonomous entities:

Kennedale Independent School District - provides educational services.

The accounting policies of the City of Kennedale, Texas, conform to generally accepted accounting principles as
applicable to governmental units. The following is a summary of the more significant policics:

A. BASIS OF PRESENTATION - FUND ACCOUNTING

The accounts of the City are organized on the basis of funds and account groups, each of which is
considered a separate accounting entity. The operations of cach fund are accounted for with a scparate sct of
sclf-balancing accounts that comprisc its assets, habilities, fund balance/retained earnings, revenues and
expenditures/expenses.  The various funds are grouped by type in the combined gencral purpose financial
statements. The following fund types and account groups are used by the City:

GOVERNMENTAL FUND TYPES

Governmental Funds are those through which most governmental functions of the City are financed. The
acquisition, use and balances of the City's expendable financial resources and the related liabilities (except those
accounted for in the proprietary fund type) are accounted for through governmental funds. The measurement
focus is upon determination of changes in financial position, rather than upon net income determination. The
following are the City's governmental fund types:

General Fund - The General Fund is the general operating fund of the City. It is used to account for all
financial resources except those required to be accounted for in another fund. There are two sub
funds of the general fund; and, they are reported there.

Debt Service Fund - The Debt Service Fund is used to account for the accumulation of resources for, and
the payment of, gencral long-term debt principal, interest and related costs.

PROPRIETARY FIIND TYPE

Enterprise Funds - Enterprise Funds are used to account for opcrations () that are financed and operated in a
manner similar to private business enterprises - where the intent of the governing body is that the costs
(expenses, including depreciation) of providing goods or services lo the general public on a continuing basis bc
financed or recovered primarily through user charges; or (b) where the governing body has decided that periodic
determination of revenues earned, expenses incurred and/or net income is appropriate for capital maintenance,
public policy, management control, accountability, or other purposes.

-11 -



CITY OF KENNEDALE, TEXAS 2
NOTES TO COMBINED FINANCIAL STATEMENTS u
SEPTEMBER 30, 1997

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

ACCOUNT GROUPS

Account groups are used to establish accounting control and accountabilitv for the City's gencral ﬁx~§
assets and general long-term debt. The following are the City's account groups: ﬁ

General Fixed Assets Account Group - This group of accounts is established to account for all fixed assels of lhc
City, other than those accounted for in proprictary funds.

General Long-Term Debt Account Group - This group of accounts is established to account for all long-term
debt of the City except that accounted for in proprietary funds.

2

Total Columns On Combined Statements - Total columns on the Combined Statements are caption

"Memorandum Only” to indicate that they are presented only to facilitate financial analysis. Data in these
columns do not present financial position, results of operations, or changes in financial position in conformi
with generally accepted accounting principles. Nor is such data comparable 10 a consolidation. Interfusd
eliminations have not been made in the aggregation of this data.

B. BASIS OF ACCOUNTING

The modified accrual basis of accounting is followed by the governmental funds. These revenues are
recognized when susceptible to accrual, i.e., both measurable and available. Available means collectible withi
the current period or soon enough thcreaﬁcr to be used to pay liabilities of the current period. Expenditure]

other than interest on long-term debt, are recorded when the liability is incurred, if measurable, Interest on
long-term debt is recorded when due. %

In applying the susceptible to accrual concept to intergovernmental revenues, the legal and contmcluﬁ
requirements of the individual programs are used as guidance.

Property and sales tax revenues are recorded under the susceptible 10 accrual concept. Franchise taxef
licenses and permits, fines and miscellaneous revenues (except earnings on investments) are recorded as

revenues when received in cash because they are generally not measurable until actually received. Inveslmera
carnings are recorded as earned since they are measurable and available.

The accrual basis of accounting is utilized by the proprietary fund type.

For purposes of the statement of cash flows, the Water and Sewer Fund considers all highly liquid investmen
(including restricted assets) with a maturity of three months or less when purchased to be cash equivalents.

-12-




CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1997

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {continued)

C. BUDGETARY DATA

(1) General Budget Policies

The City Council follows these procedures in establishing the budgetary data reflected in the combined
financial statements:

1. Prior to the beginning of the fiscal year, the City Administrator submits to the City Council a
proposed budget. The budget includes proposed expenditures and the means of financing them.

2. Public hearings are conducted to obtain taxpayer comments.

3. Prior to September 30, the budget is legally enacted through passage of an ordinance. The annual
appropriations lapse at year end.

4. Revisions that alter the total expenditures of any fund must be approved by the City Council.

5. Budgets for the General and Debt Service Funds are adopted on a basis consistent with generally

accepted accounting principles. Budgeted amounts presented in the general purpose financial
statements are as originally adopted and amended by the City Council.

D. ENCUMBRANCES

Encumbrance accounting, under which purchase orders, contracts and other commitments for the
expenditure of moneys are recorded in order to reserve that portion of the applicable appropriation, is employed

in the governmental fund types. Encumbrances outstanding at year end are reported as reservations of fund
balances because they do not constitute expenditures or liabilities.

E. INVESTMENTS

Investments are stated at cost, which approximates market. (See Note 2)

F. GENERAL FIXED ASSETS

General fixed assets have been acquired for general povernmental purposes. Assets purchased are
recorded as expenditures in the governmental funds and capitalized at cost in the General Fixed Assets Account
Group. Contributed fixed assets are recorded at estimated fair market value at the time received.

Fixed assets consisting of certain improvements (other than buildings and street improvements funded by
General Obligation Bonds) including roads, bridges, curbs and gutters, strects and sidewalks, drainage systems
and lighting systems have not been capitalized prior to 1980. Such assets normally are immovable and of value

only to the City; therefore, the purpose of stewardship for capital expenditures is satisfied without recording
these assets.

No depreciation has been provided on general fixed assets and no interest has been capitalized.
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CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1997

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

G. PROPERTY, PLANT AND EQUIPMENT - ENTERPRISE FUNDS %

Praperty, plant and equipment owned by Enterprise Funds are stated at cost or estimated fair market val

at the date contributed. Depreciation has been provided on a straight-line basis over the estimated useful lives _
the respective assets as follows:

Buildings, structures and improvements 20 & 50 years ?
Machinery and equipment 4 - 10 years @
No interest has been capitalized.

H. COMPENSATED ARSENCES ﬁ’

Vacation, sick leave and compensatory time are granted to City employees in limited amounts,,
Accumulated vested amounts that are expected fo be liquidated with expendable available financial resources ar

accrued as expenditures and fund liabilities in the General Fund and Enterprise Funds. Liabilities accrued as F
September 30, 1997, by fund are;

General Fund $ 76,973 -
Water and Sewer Fund 13,461
Ambulance Fund 1,994
$ 92 428 o
o

I.  RESERVES

Retained earnings have been reserved for the excess of restricted asscts over rclated liabilities.

J. UNBILLED CHARGES

Unbilled utility service charges of the Water and Sewer Fund at year end are estimated and recorded as
receivables, net of estimated uncollectibles.

K. TRANSACTIONS BETWEEN FUNDS

Residual equity transfers between funds are reported as changes to fund balances of governmental fun%
and contributed capital of the proprietary funds. There were none this year. All other transfers between fun

are treated as operating transfers and are included in the results of operations of both governmental and
proprictary funds.
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~ CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1997

NOTE 2 - CASH AND INVESTMENTS

The City maintains a cash pool and an investment pool that is available for use by all funds. Each fund type's portion
of these pools is displayed on the combined balance sheet as "Cash* and "Investments". In addition, investments are
separately held by several of the City's funds.

Deposits

At year-end, the carrying amount of the City's cash on hand and deposits was $312,384 (including deposits in
transit) and the bank balance was $307,515. The bank balance was entirely covered by federal depository
insurance or by cellateral held by the City's agent in the City's name.

Investments
The City in general, is authorized to invest its public funds in any obligations or securities described in Section 2

or 3 of the Public Funds Investment Act of 1987 as amended, and, specifically four government pools within
certain limitations.

The City's investments are categorized to give an indication of the level of risk assumed by the entity at year-end.
Category 1 includes investments that are insured or registered or for which the securities are held by the City or
its agent in the City'’s name. Category 2 includes uninsured and unregistered investments for which the
securities are held by the broker's or dealer's trust department or agent in the City's name. Category 3 includes
uninsured and unregistered investments for which the securities are held by the broker or dealer, or by its trust
depaniment or agent but not in the City's name.

CATEGORY CARRYING MARKET
1 2 3 AMOUNT VALUE
$ 083 03 0 $ $
Mutual funds/pools:

Texpool 576,678 576,678
Lone Star Investment Pool 532,857 532,857
Alliance Government Series 212 212
Local Government Investment Cooperative 610,391 610,391

Total Investments $ 1,720,138 51,720,138

Investments during the fiscal years ended September 30, 1996 and 1997 were limited to governmental
pools investing in government securities and to U. 8. Treasury obligations only.
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CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1997

NOTE 3 - PROPERTY TAX

“

Property taxes attach as an enforceable lien on property as of January 1. Taxes are levied each Octobeﬁ
on the assessed value for all real property and certain personal property located in the City. The assessed value,
net of exemptions, upon which the fiscal 1996-97 levy was based was approxtmately $162,090,521.

s

General property taxes are limited by the Texas Constitution to $1.50 per $100 of assessed valuation.
combined tax rate to finance general governmental service and debt service for the year ended September 30,
1997 was $.57807 per $100 of assessed valuation. i

Property taxes are due by January 31 following the levy date. Current tax collections for the year ended
September 30, 1997 were 97.81% of the tax levy. Property taxes are being collected by Tarrant County for the
City. ﬁ%

Property taxes of $937,095 were levied for 1996-97 and are recorded as recetvables, net of estimated
uncollectibles. The net reccivables collected and those considered "available" at September 30, 1997 (i.¢
property taxes collected within 60 days of year end) are recognized as revenues in 1997. Prior year levies wg
recorded using these same principles. The remaining receivables are reflected as deferred revenue.

The appraisal of property within the City is the responsibility of a county-wide Appraisal District
required by legislation passed by the Texas Legislature. The Appraisal District is required under such legislati
to assess all property within the Appraisal District on the basis of 100% of its appraised value and is prohibited
from applying any assessment ratios. The value of the property within the Appraisal District must be review
cvery two years; however, the City may, at its own expensc, require annual reviews of appraised values.

NOTE 4 - DUE FROM OTHER GOVERNMENTS

The amount due for City sales tax revenue for September 1997 amount to $34,934. o
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CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1997

NOTE 5 - FIXED ASSETS

A summary of changes in general fixed assets follows:

BALANCE BALANCE
OCTOBER 1 SEPTEMBER 30
1996 ADDITIONS DELETIONS 1997
Land, buildings and
improvements $ 1,581,370 § 6,300 $% $ 1,587,670
Machinery and
equipment 1,716,364 178,921 71,259 1,824,026
Streets and other
improvements 2,739,770 280.845 3,020,615
3 6037504 $ 466,066 § 71259 § 6,432,311

A summary of proprietary fund type property, plant and equipment at September 30, 1997 follows:

WATER AND AMBULANCE

SEWER FUND FUND
Land s 66,060 §
Buildings, structures and improvements 7,098,857
Machinery and equipment 368,323 159,748
7,533,240 159,748
Less accumulated depreciation 2,180,160 130,622
$ 5,353,080 § 29,126

CAPITAL LEASES
Leased property at September 30, 1997 under Capital leases is capitalized in general fixed assets -
Machinery and equipment in the amount of $475,726.

The following is a schedule by years of future minimum lease payments under Capital leases together with
the present value of the net minimum lease payments as of September 30, 1997;

Year ending September 30:

1998 $ 49,056

1999 48,034

2000 45,987

2001 45,987

2002 45,987

2003 45987

Total minimum lcase payments 281,038
Less: Amount representing interest 57,695

Present value of net minimum

lease payments $ 223,343
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CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1997

NOTE 6 - RISK MANAGEMENT

The City carries its general insurance risks with a public entity risk pool by transferring all risks to !fiﬁ:
insurance carrier except for small deductible amounts.

NOTE 7 - EMPLOYEE PLANS
a. Deferred Compensation Plan !
The government offers its employees a deferred compensation plan administered by a trust established
public employers in which the deferred amounts are not held by nor required to be considered assets of the

City and are not subject to the claims of the City's general creditors. No costs or liabilities are lncurrcd i
the City.

b.  Volunteer Fire/Ambulance Incentive Program (VIP)
This program was established March 9, 1989 by City Council as an incentive to encourage volunteers 2
Jotn and/or stay in the program by providing life insurance and savings plan benefits. All costs are to
paid by the City and includes furnishing $10,000 of term life insurance and $200 per year in the savm%
plan for each volunteer. The volunteers may continue the insurance coverage at their own expense in ca

of departure. The savings program vests 75% after 10 years up to 100% after 15 ycars. The City rese
the right to discontinue the program at anytime by giving 30 days notice.

The contribution by the City to the savings plan for the current year amounted to $5,200. The balani;

including interest in the cash account at September 30, 1997 was $23,413. Life insurance premiums pa
during the year amounted to $2,106.

¢. Cafeteria Plan (IRC Sec 125) -
Plan benefits consist of a health plan (hospitalization) and a dental plan for which the City pays the

employee poruon of the premiums. Dependent coverage is funded by charges to employees. Disabilit
and accident coverage is paid entirely by employees,

d. Pension Plan
1. Plan Description
Beginning April 1, 1992, all full-time employces of the City arc covered by the Texas Munici
Retirement System (TMRS), which is a multiple-employer public employee retirement system. It is the
opinion of the TMRS management that the plans in TMRS are substantially defined contribution plam ,

but they have elected to provide additional voluntary disclosure to help foster a better understanding ;&
some of the nontraditional characteristics of the plan.

Benefits depend upon the sum of the employee's contributions to the plan, with interest, and the Cit, 7
financed monetary credits, with interest. At the date the plan began, the City grantcd monetary crcd'”
for scrvice rendered before the plan began of a theoretical amount equal to two times what would have
been contributed by the employee, with interest prior to establishment of the plan. Monetary credits fé
scrvice since the plan began are a percent (100%, 150% or 200%) of the cmployee's accumulatés
contributions. In addition, the City can grant as often as annually another type of monetary cred!
referred to as an updated service credit which is a theoretical amount which, when added to the
employee's accumulated contributions and the monetary credits for service since the plan began, wous
be the total monetary credits and employee contributions accumulated with interest if the curre
employee contribution rate and City matching percent had always been in existence and if the
employee’s salary had always been the average of his salary in the last three years that are one ye%

before the effective date. At retircment, the benefit is calculated as if the sum of the employe

accumulated contributions and the employer-financed monetary credits with interest were uscd
purchase an annuity.
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CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1997

NOTE 7 - EMPLOYEE PLANS (continued)

Members can retire at ages 60 and above with 10 or more years of service or with 25 years of service
regardless of age. The plan also provides death and disability benefits. A member is vested after 10
years, but he must leave his accumulated contributions in the plan. If a member withdraws his own
money, he is not entitled to the employer-financed monetary credits, even if he is vested. The plan
provisions are adopted by the governing body of the City, within the options available in the state
statutes governing TMRS and within the actuarial constraints also in the statutes.

2. Contributions

The contribution rate for the employees is 5%, and the City matching percent is currently 100%, both as
adopted by the governing body of the City. Under the state law governing TMRS, the City contribation
rate is annually determined by the actuary. This rate consists of the normal cost contribution rate and
the prior service contribution rate, both of which are calculated to be a level percent of payroll from year
to year. The normal cost contribution rate finances the currently accruing monetary credits due to city
matching percent, which are the obligation of the City as of an employee's retirement date, not at the
time the employee's contributions are made. The normal cost contribution rate is the actuarially
determined percent of payroll necessary 1o satisfy the obligation of the City to each employee at the time
his retirement becomes effective. The prior service contribution rate amortizes the unfunded actuarial
liability over the remainder of the plan's 25-year amortization period. When the City periodically
adopts updated service credits and increases its annuities in effect, the increased unfunded actuarial
liability is to be amortized over a new 25-year period. Currently, the unfunded actuarial liability is
being amortized over the 25-year period which began April 1992. The unit credit actuarial cost method
is used for determining the City contribution rate. Contributions are made monthly by both the
employees and the City. Since the City needs to know its contribution rate in advance to budget for it,
there is a one-year lag between the actuarial valuation that is the basis for the rate and the calendar year
when the rate goes into effect.

The Cirty's total payroll for the year ended September 30, 1997, was $1,370,481, and their contributions
were based on a participaling payroll of $1,348,835. Both the City and the employees made the
required contributions, amounting to $53,653 at a retirement rate of 4.05% for the City and 367,442
(5%) for the employecs. There were no related party transactions.

3. Funding Status and Progress

Even though the substance of the City's plan is not to provide a defined benefit in some form, some
additional voluntary disclosure is appropriate due to the nontraditional nature of the defined
contribution plan which had an initial unfunded pension benefit obligation due to the monetary credits
granted by the City for service rendered before the plan began and which can have additions 1o the
unfunded pension benefit obligation through the periodic adoption of increases in benefit credits and
benefits. Statement No. 5 of the Governmental Accounting Standards Board (GASB 5) defines pension
benefit cobligation as a standardized disclosure measure of the actuarial present value of pension
benefits, adjusted for the effects of projected salary increases, estimated to be payable in the future as a
result of employee service to date. The measure is intended to help users assess the funding status of
public employee pension plans, assess progress made in accumulating sufficient assets to pay benefits
when due, and make comparisons among public employee pension plans.
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CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 30, 1997

NOTE 7 - EMPLOYEE PLANS (continued)

The pension benefit obligation shown below is similar in nature to the standardized disclosure meas.’
required by GASB 5 for defined benefit plans except that there is no need to project salary incread
since the benefit credits earned for service to date are not dependent upon futre salaries, The
calculations were made as part of the annual actuarial valuation as of December 31, 1996, Bccausc%

the money-purchase nature of the plan, the interest rate assumption, currently 5.0% per year, does 13
have as much impact on the results as it does for a defined benefit plan. Market value of assets is no

determined for each city's plan, but the market value of assets for TMRS as a whole was 102.7% of book
value as of December 31, 1996.

Pension benefit obligation

MEMBER CITIES
(Amounts in Millions)
Annuitants currently receiving
benefits 5 531.7
Terminated employees 485.0
Current employees -
Accumulated employee contributions
including allocated invested eamings 1,539.6
Employer - financed vested 2,413.4
Employer - financed nonvested 3136
Total 5,333.3
Net assets available for benefits, g
at book value __ 41486 =

Unfunded pension benefit obligation  § 1,184.7

The book value of assets is the amortized cost for bonds and original cost for short-term securities ang
stocks. The actuarial assumptions used to compute the actuarially determined City contribution rate arc
the same as those used to compute the pension benefit obligation.

4. City's Contributions ﬁ
FYE 9-30-97 FYE 9-30-96

General Fund $ 43,567 $ 36,530 -
Water and Sewer Fund 7.213 6,081
Ambulance Fund 2,873 3.944

A 53,653 b 46,555

5. Trend Information

Ten-year historical trend information presenting the TMRS progress in accumulating sufficient assets lg

pay benefits when due is presented in the TMRS December 31, 1996, Comprehensive Annual Financiai§
Report.
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CITY OF KENNEDALE, TEXAS
NOTES TO COMBINED FINANCIAL STATEMENTS
SEPTEMBER 340, 1997

NOTE 10 - TRANSACTIONS BETWEEN FUNDS

Individual fund interfund receivable and payable balances at September 30, 1997, were as follows:

INTERFUND INTERFUND

FUND RECEIVABLES PAYABLES
General Fund b 11,542 3 57,153
Water & Sewer Fund 57,153 338
Ambulance Fund 338 11,542
69,033 65,033

The Water & Sewer Fund paid the General Fund $146,127 as its share of overhead expense as authorized in the
budget. The charges are classified as intergovernmental charges.

NOTE 11 - COMMITMENTS AND CONTINGENCIES
A sewer contract with the City of Fort Worth is based on valume and is paid monthly.

A garbage disposal contract with a third party commercial contractor is paid monthly with a portion retained as
franchise revenue.
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FORM OF ROND COUNSEL’S OPINION
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Proposed Form of Opinion of Bond Counsel

An opinion in substantially the following form will be delivered by McCall,
Parkhurst & Horion L.L.P., Bond Counsel, upon the delivery of the
Certificates, assuming no material changes in facts or law.

CITY OF KENNEDALE, TEXAS
COMBINATION TAX AND REVENUE CERTIFICATES OF OBLIGATION
SERIES 1998, DATED NOVEMBER 1, 1998
IN THE AGGREGATE PRINCIPAL AMOUNT OF $5,150,009

AS BOND COUNSEL for the City of Kennedale, Texas, the issuer (the "Issuer") of the
Certificates of Obligation described above (the "Certificates"), we have examined into the legality and
validity of the Certificates, which bear interest from the date specified in the text of the Certificates,
until maturity or redemption, at the rates and payable on the dates as stated in the text of the
Certificates, and maturing on February 15 in each of the years 2002 through 2024, all in accordance
with the terms and conditions stated in the text of the Certificates.

WE HAVE EXAMINED the applicable and pertinent provisions of the Constitution and laws
of the State of Texas, and a transcript of certified proceedings of the Issuer, and other pertinent instru-
ments authorizing and relating to the issuance of the Certificates, including one of the executed
Certificates (Certificate Number T-1).

BASED ON SAID EXAMINATION, IT IS OUR OPINION that said Certificates have been
authorized, issued and delivered in accordance with law; and that except as may be limited by laws
applicable to the Issuer relating to bankruptcy, reorganization and other similar matters affecting
creditors’ rights generally, the Certificates constitute valid and legally binding obligations of the Issuer;
and that ad valorem taxes sufficient to provide for the payment of the interest on and principal of said
Certificates have been levied and pledged for such purpose, within the limit prescribed by law, and
that the Certificates are additionally secured by and payable from a limited pledge of the revenues of
the Issuer’s Waterworks and Sewer Systern remaining after payment of all operation and matntenance
expenses thereof, and all debt service, reserve and other requirements in connection with all of the
Issuer’s revenue obligations (now or hereatter outstanding), which are payable from all or part of said
revenues, all as provided in the Ordinance of the Issuer authorizing the issuance of the Certificates.

IN QUR OPINION, except as discussed below, the interest on the Certificates is excludable
from the gross income of the owners for federal income tax purposes under the statutes, regulations,
published rulings and court decisions existing on the date of this opinion. We are further of the
opinion that the Certificates are not "private activity bonds" and that, accordingly, interest on the
Certificates will not be included as an individual or corporate alternative minimum tax preference item
under section 57(a)(5) of the Internal Revenue Code of 1986 (the "Code"). In expressing the



THIS PAGE LEFT BLANK INTENTIONALLY




aforementioned opinions, we have relied on, and assume compliance by the Issuer with, certain
representations and covenants regarding the use and investment of the proceeds of the Certificates.
We call your attention to the fact that failure by the Issuer to comply with such representations and
covenants may cause the interest on the Certificates to become includable in gross income
retroactively to the date of issuance of the Certificates.

EXCEPT AS STATED ABOVE, we express no opinion as to any other federal, state or local
tax consequences of acquiring, carrying, owning or disposing of the Certificates.

WE CALL YOUR ATTENTION TO THE FACT that the interest on tax-excmpt obligations,
such as the Certificates, is (a) included in a corporation’s alternative minimum taxable income for pur-
poses of determining the alternative minimum tax imposed on corporations by section 55 of the Code,
(b) subject to the branch profits tax imposed on foreign corporations by section 884 of the Code and
(¢) included in the passive investment income of an S corporation and subject to the tax imposed by
section 1375 of the Code.

WE HAVE ACTED AS BOND COUNSEL for the Issuer for the sole purpose of rendering
an opinion with respect to the legality and validity of the Certificates under the Constitution and laws
of the State of Texas, and with respect to the exclusion from gross income for federal income tax
purposes of the interest on the Certificates, and for no other reason or purpose. We have not been
requested to investigate or verify, and have not independently investigated or verified any records, data
or other material relating to the financial condition or capabilities of the Issuer, and have not assumed
any responsibility with respect thereto. We have relied solely on certificates cxccuted by officials of
the Issuer as to the current outstanding indebtedness of, assessed valuation of taxable property within,
and the sulliciency of the pledged revenues of, the Issuer.

Respectfully,
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