
oRDTNANcE No . Ft ':

AN ORDINANCE amend ing  the  p rov i . s i ons  o f  o rd inance  No '

86 - I  t o  i nco rpo ra te  add i t i ona l  covenan ts  i n

re l a t i on  t o  t he  use '  expend i t u re  and

inves tmen t  o f  t he  p roceeds  o f  t he  "C i t y  o f

Cumby ,  Texas ,  Tax  and  U t i  1  i tY  SYs tem

SuUo iO ina te  L i en  Revenue  Ce r t i f i ca tes  o f

Ob l i qa t i on ,  S€ r i es  I 985 "  t o  p rese rve  t he  t ax

exemp t  s ta tus  o f  t he  Ce r t i f i ca tes  unde r  t he
p roposed  "Tax  Re fo rm  Ac t  o f  1985 "  (H  '  R  '
j agb l ;  r eso l v i ng  o the r  ma t t e r s  i nc i denL  and

re la ted  t he re to ;  and  dec la r i ng  an  emergency '

WHEREAS,  oD  Janua ry  7 ,  1986 ,  t he  Boa rd  o f  Commiss ione rs

o f  t he  c i t y  o f  cumby ,  Texas ,  passed  and  adop ted  o rd i nance  No '

ee - f  au tho l i z i ng  t he  i s suance  o f  $ f9a ,000  i n  p r i nc i pa l  amoun t

o f  , . c i t y  o f  cumby ,  Texas ,  Tax  and  u t i  I i t y  sys tem subo rd ina te

L ien  Revenue  Ce i t i f i ca tes  o f  Ob l i qa t i on ,  Se r i es  f 985 "  ( t he
, , ce r t i f i ca tes " )  and  t he  sa le  t he reo f  t o  t he  Texas  wa te r

Deve lopmen t  Boa rd  ( t he  "Boa rd " )  i n  ev i dence  o f  a  l oan  t o  t he

C i t y ;  suc t r  o rd i nance  be ing  en t i t l ed  as  f o l l ows :

. .AN  ORDINANCE au tho r i z i ng  t he  i s suance  o f  ' c i t y  o f

Cumby ,  Texas ,  Tax  and  U t i l i tY  SYs tem

subo io i na te  L i en  Revenue  ce r t i f i ca tes  o f

Ob t i qa t i on ,  Se r i es  l 9B5 '  ;  l e vy i ng  an  ad

va lo rem tax  upon  a l 1  t axab le  p rope r t y  w i t h i n

the  C iLy  and  p ledg ing  the  Ne t  Revenues

de r i ved  f r om the  ope ra t i on  o f  t he  C i t y ' s

wa te rworks  and  Sewer  Sys tem fo r  t he  paymen t

o f  t he  p r i nc i pa l  o f  and  i n te res t  on  sa id

Ce r t i f i ca tes ;  spec i f y i ng  t he  t e rms  and

fea tu res  o f  such  Ce r t i f i ca tes  and  reso l v i ng

o the r  ma t t e r s  i nc i den t  and  re l a ted  t o  t he

i ssuance ,  sa le ,  secu r i t y ,  paymen t  and

de l i ve r yo f sa idCe r t i f i ca tes ;anddec la r i ng
an  emergency .  "

AND WHEREAS,  t he  Un i t ed  S ta tes  House  o f  Rep resen ta t i ves '

on  December  L7 ,  1985 ,  passed  H .R .  3838  known  aS  the  "Tax  Re fo rm

Ac t  o f  1985 'wh i ch  amends  and  changes  t he  f ede ra l  t ax  l aws  w i t h

respec t  t o  t ax  exemp t  ob t i ga t i ons  i s sued  a f t e r  December  3 l '

l 9g5  and  i n  q l n " . " l  wou ld  
"o i a i t i on  

t he  exemp t i on  f r om fede ra l

i ncome  taxa t i on  o f  i n t e res t  on  t he  ce r t i f i ca tes  upon  ( r )  t ! "

pe r i od i c  paymen t  by  t he  c i t y  t o  t he  un i t ed  s ta tes  o f  ce r t a i n

a rb i t r age  "p ro f i t J '  f r om €ne  i nves tmen t  o f  ce r t a i n  f unds  '

i n c l ud ing  t hose  ea rned  f r om the  i nves tmen t  o f  p roceeds  o f  such

ce r t i f i ca tes  and  amoun ts  he ld  f o r  t he  paymen t  o f  deb t  se rv i ce



on  such  Ce r t i f i ca tes ,  ( 2 )  t he  expend i t u re  o f  ce r t a i n  m in imum
amoun ts  o f  p roceeds  o f  such  Ce r t i f i ca tes  by  ce r t a i n  da tes ,  ( 3 )
t he  con t i nued  use  o f  bhe  f ac i l i t i e s  f i nanced  by  t he  p roceeds  o f
such  Ce r t i f i ca tes  i n  t he  gove rnmen ta l  ac t i v i t i e s  o f  t he  C i t y
and  no t  o the rw i se ,  and  (4 )  t he  f i l i ng  by  t he  C i t y  o f  an
in fo rma t i ona l  r epo r t  on  such  Ce r t i f i ca tes  w i t h  t he  I n te rna l
Revenue  Se rv i ce  w i t h i n  a  ce r t a i n  pe r i od  o f  t ime  a f t e r  i s suance
o f  such  Ce r t i f i ca tes ;  and

WHEREAS,  t o  enab le  t he  C i t y  t o  p roceed  w i t h  t he  de l i ve r y
o f  t he  Ce r t i f i ca tes  t o  t he  Boa rd  i n  acco rdance  w i t h  t he  Boa rd ' s
regu la t i ons ,  i t  i s  necessa ry  t o  amend  t he  p rov i s i ons  o f
Ord inance  No .  86 - I  au tho r i z i ng  t he  i s suance  o f  t he  Ce r t i f i ca tes
to  i nco rpo ra te  add i t i ona l  covenan ts  and  rep resen ta t i ons  by  t he
C i t y  i n  r e l a t i on  t o  t he  use ,  expend i t u re  and  i nves tmen t  o f  t he
p roceeds  o f  t he  Ce r t i f i ca tes ;  and

WHEREAS,  t he  Boa rd  o f  Commi -ss i one rs  he reby  f i nds  and
de te rm ines  t ha t  t he  C i t y  o f  Cumby ,  Texas  can  sa t i s f y  and  comp ly
w i t h  t he  p rov i s i ons  o f  H .R .3B3B  tha t  r e l a te  t o  t he  t ax  exemp t
s ta tus  o f  t he  i n te res t  on  t he  Ce r t i f i ca tes  f r om fede ra l  i ncome
taxes  i n  t he  even t  such  l eg i s l a t i on ,  as  passed  by  t he  Un i t ed
S ta tes  House  o f  Rep resen ta t i ves ,  shouLd  become  Iaw ;  now ,
the re fo re ,

BE IT ORDAINED BY THE BOARD OF COMMISSIONERS OF THE CITY
OF CUMBY, TEXAS:

S E C T I O N  I : Tha t  Sec t i on  23 o f  O rd inance  No .  B6 -1
au tho r i z t nq  t he  i s suance  o f  t he  Ce r t i f i ca tes ,  pdssed  and
adop ted  by  t he  Boa rd  o f  Commiss ione rs  on  Janua ry  7 ,  f 986 ,  be
and  t he  same  i s  he rebn  amended  t o  r ead  as  Eo l l ows :

, , S E C T I O N  2 3 : T h a t  t h e  C i t y  h e r e b y  c e r t i f i e s  a n d
covenan ts  t ha t  t he  p roceeds  o f  t he  Ce r t i f i ca tes  a re  needed  a t
t h i s  t ime  t o  f i nance  t he  cos t s  o f  cap i t a l  imp rovemen ts  p l anned
by  t he  C i t y i  based  on  cu r ren t  f ac t s ,  es t ima tes  and
c i r cums tances ,  i t  i s  r easonab l y  expec ted  f i na l  d i sbu rsemen t  o f
t he  Ce r t i f i ca te  p roceeds  w i l l  occu r  w i t h i n  Lh ree  yea rs  f r om the
da te  o f  t he  rece ip t  t he reo f  by  t he  C i . t y ;  i t  i s  no t  r easonab l y
expec ted  t he  p roceeds  o f  t he  Ce r t i f i ca tes  o r  moneys  depos i t ed
in  t he  Ce r t i f i ca te  Fund  c rea ted  f o r  t he  paymen t  o f  t he
Cer t i f i ca tes  w i l l  be  used  o r  i nves ted  i n  a  manne r  t ha t  wou ld
cause  t he  Ce r t i f i ca tes  t o  be  "  a rb i t r age  bonds "  w i t h i n  t he
mean ing  o f  Sec t i on  I 03 (c )  o f  t he  I n te rna l  Revenue  Code  o f  L954 ,
as  amended  ( t he  "Code"  )  ,  o r  any  regu la t i ons  o r  pub l i shed
ru l i ngs  pe r t a i n i ng  t he re to ;  and  save  and  excep t  f o r  t he
Cer t i f i ca te  Fund  c rea ted  he re in ,  no  o the r  f unds  o r  accoun ts
have  been  es tab l i shed  o r  p l edged  f o r  t he  paymen t  o f  t he
Cer t i f i ca tes . The  covenan ts  he re in  made  a re  f o r  t he  bene f i t
o f  t he  Ho lde rs  o f  t he  Ce r t i f i ca tes  and  may  be  re l i ed  upon  by
the  Ho lde rs  o f  t he  Ce r t i f i ca tes  and  bond  counse l  f o r  t he  C i t y .
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Fur the rmore ,  un less  and  un t i l  t he  c i t y  sha r l  r ece i ve  an
op in i on  o f  Mess rs .  Dumas ,  Huguen in ,  Boo thman  &  Mor row ,
A t t o rneys ,  DEr r ras ,  Texas ,  t o  t he  e f f ec t  t ha t  f a i l u re  t o  compry
w i t h  any  o f  t he  f o l l ow ing  p rov i s i ons  w i l l  no t  adve rse l y  a f f ec t
t he  t ax -exemp t  s ta tus  o f  i n t e res t  on  t he  Ce r t i f i ca tes ,  t he  C i t y
he reby  covenan ts  and  ag rees  t o  and  w i t h  t he  Ho lde rs  as  f o l l ows :

( a ) None  o f  t he  g ross  p roceeds  o f  t he  Ce r t i f i ca tes
w i l l  be  used  d i r ec t l y  o r  i nd i r ec t l y  (  i  )  t o  make  o r  f i nance
Ioans  t o  any  pe rson  o r  ( i i )  i n  any  t r ade  o r  bus iness  ca r r i ed  on
by  any  pe rson  (o the r  t han  use  as  a  member  o f  t he  gene ra l
pub l i c ) .  Fo r  pu rposes  o f  t he  f o rego ing ,  t he  t e rm , ,pe rson , ,  does
no t  i nc l ude  a  gove rnmen ta l  un i t  o t he r  t han  t he  Un i t ed  S ta tes  o r
any  agency  o r  i ns t r umen ta l i t y  t he reo f  and  t he  t e rm  " t r ade  o r
bus iness "  i nc l udes  any  ac t i v i t y  ca r r i ed  on  by  a  pe rson  o the r
t han  a  na tu ra l  pe rson .

(b )  The  C i t y  w i l l  make  no  use  o f  t he  p roceeds  o f  t he
Cer t i f i ca tes  o r  t he  f ac i  l i t i e s  f i nanced  w i t h  t he  p roceeds  o f
t he  ce r t i f i ca tes  wh i ch  wou ld  resu l t  i n  t he  i n te res t  on  t he
Cer t i f i ca tes  be ing  i nc l udab le  i n  t he  g ross  i ncome ,  as  de f i ned
in  sec t i on  6 l  o f  t he  Code  ,  o f  t he  Ho lde rs .

(  c  )  A t  l eas t  5eo  o f  t he  ne t  p roceeds  o f  t he
Cer t i f i ca tes  w i r l  be  spen t  w i t h i n  30  days  a f t e r  t he  da te  o f
de l i ve r y  o f  t he  Ce r t i f i ca tes  t o  ca r r y  ou t  t he  gove rnmen ta l
pu rpose  o f  t he  i s sue  and  a l l  o f  t he  ne t  p roceeds  o f  t he
ce r t i f i ca tes  w i l l  be  spen t  w i t h i n  3  yea rs  a f t e r  t he  da te  o f
de l i ve r y  o f  t he  ce r t i f i ca tes .  Fo r  pu rposes  o f  t he  f o rego ing
covenan t ,  t he  t e rm  "ne t  p roceeds "  means  t he  p roceeds  o f  t he
Cer t i f i ca tes  reduced  by  i s suance  cos rs .

( d )  On  o r  be fo re  t he  l 5 th  day  o f  t he  second  ca lenda r
mon th  a f t e r  t he  c l ose  o f  t he  ca lenda r  qua r te r  i n  wh i ch  t he
Cer t i f i ca tes  a re  de l i ve red ,  t he  C i t y  w i  I l  subm i t  t o  t he
sec re ta r y  o f  t he  T reasu ry  o r  h i s  des ignee ,  a  s ta temen t  wh i ch
se t s  f o r t h  t he  name  and  add ress  o f  t he  C i t y ,  t he  da te  o f  i s sue
o f  t he  Ce r t i f i ca tes ,  t he  amoun t  o f  ne t  p roceeds  o f  t he
ce r t i f i . ca tes ,  t he  s ta ted  i n te res t  r a te ,  t e rm ,  and  f ace  amoun t
o f  each  ob l i ga t i on  wh i ch  i s  pa r t  o f  t he  ce r t i f i ca tes ,  and  t he
cos t  o f  i s suance .

(e )  Excep t  t o  t he  ex ten t  pe rm i t t ed  unde r  Sec t i ons
1 .103 -13  and  1 . I 03 -14  o f  t he  I ncome  Tax  Regu la t i ons  p romu lga ted
unde r  sec t i on  103  o f  t he  code  as  i n  e f f ec t  on  t he  da te  o f
de l i ve r y  o f  t he  Ce r t i f i ca tes  as  mod i f i ed  by  t he  p rov i s i ons  o f
t h i s  O rd inance ,  r o  po r t i on  o f  t he  p roceeds  o f  t he  Ce r t i f i ca tes
a re  reasonab l y  expec ted  t o  be  used ,  o r  w i l l  be  used ,  d i r ec t l y
o r  i nd i r ec t l y ,  t o  acqu i re ,  o r  t o  r ep lace  f unds  wh i ch  we re  used
d i rec t l y  o r  i nd i r ec t l y  t o  acqu i re ,  any  i nves tmen t  p rope r t y
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wh ich  can  reasonab l y  be  expec ted ,  d t  t he  t ime  o f  i s suance  o f
t he  ce r t i f i ca tes ,  t o  p roduce  a  y i e rd  f o r  t he  t e rm  o f  i s sue  o f
t he  Ce r t i f i ca tes ,  wh i ch  i s  ma te r i a l  I y  h i ghe r ,  t ak i ng  i n to
accoun t  any  d i scoun t  o r  p rem ium,  t han  t he  y i e l d  on  t he
ce r t i f i ca tes .  The  t e rm  "  i nves tmen t  p rope r t y "  means  any
secu r i t y ,  ob l i ga t i on ,  annu i t y  con t rac t ,  o r  i nves tmen t - t ype
p rope r t y  o the r  t han  t ax -exemp t  bonds ,  and  t he  t e rm  " y i e rd "
means  t he  d i scoun t  f ac to r  wh i ch ,  when  used  i n  compu t i ng  t he
p resen t  wo r th  o f  a l l  paymen ts  o f  p r i nc i pa r  and  i n te res t  t o  be
pa id  on  an  ob l i ga t i on ,  p roduces  an  amoun t  egua r  t o  t he  pu rchase
p r i ce ,  wh i ch  i n  t he  case  o f  t he  ce r t i f i ca tes  i s  t he  i n i t i a l
o f f e r i ng  p r i ce  t o  t he  pub l i c  ( exc lus i ve  o f  bond  houses  and
b roke rs )  a t  wh i ch  a  subs tan t i a l  number  a re  so Id .

( f )  The  C i t y  r easonab l y  expec t s  t ha t  i t  w i l l  i n cu r  a
b ind ing  ob l i ga t i on  t o  spend  t he  l esse r  o f  ( x )  an  amoun t  equa l
t o  2 -L /2e "  o f  t ha t  po r t i on  o f  t he  es t ima ted  t o ta l  p ro j ec t  cos t
f i nanced  by  t he  ce r t i f i ca tes  o r  ( y )  $ r00 ,000  w i t h  r espec t  t o
the  p ro j ec t s  t o  be  f i nanced  w i t h  t he  p roceeds  o f  t he
Cer t i f i ca tes  w i t h i n  s i x  mon ths  f r om the  da te  o f  de l i ve r y  o f  t he
ce r t i f i ca tes ,  t ha t  cons t ruc t i on  o r  acqu i s i t i on  o f  t he
fac i l i t i e s  t o  be  cons t ruc ted  o r  acqu i red  w i t h  t he  p roceeds  o f
t he  ce r t i f i ca tes  w i l r  p roceed  p romp t l y  and  w i t h  due  d i r i gence
to  comp le t i on ,  and  t ha t  a l I  o f  t he  spendab le  p roceeds  o f  t he
Cer t i f i ca tes  w i l l  be  expended  w i t h i n  t h ree  yea rs  f r om the  da te
o f  de l i ve r y  o f  t he  ce r t i f i ca tes .  r n  l i qh t  o f  t he  f o rego ing
expec ta t i ons ,  t he  c i t y  may  i nves t  t he  o r i g i na l  p roceeds  o f  t he
Cer t i f i ca tes  w i t hou t  r es t r i c t i on  as  t o  y i e l d  du r i ng  t he  t h ree
yea r  pe r i od  beg inn ing  on  t he  da te  o f  de l i ve r y  o f  t he
Cer t i f i ca tes ,  excep t  t ha t :

(  i  )  w i t h  r espec t  t o  any  p roceeds  o f  t he
Cer t i f i ca tes  wh i ch  a re  used  i n  connec t i _on  w i t h
the  acqu i s i t i on  o f  t ang ib l e  p rope r t y ,  t he  C i t y
covenan ts  t ha t  i t  w i l l  no t  i nves t  such  p roceeds
to  p roduce  a  y i eLd  ma te r i a l I y  h i ghe r  t han  t he
y ie l d  on  t he  Ce r t i f i ca tes  f o r  a  pe r i od  o f  mo re
than  30  days  beg inn ing  on  t he  da te  o f  de l i ve r y  o f
t he  Ce r t i f i ca tes ,  and

(  i  i  )  w i t h  r espec t  t o  p roceeds  o f  t he
Cer t i f i ca tes  wh i ch  a re  used  f o r  cons t ruc t i on ,
recons t ruc t i on  o r  r ehab i l i t a t i on ,  t he  C i t y
covenan ts  t ha t  i t  w i l l  no t  i nves t  such  p roceeds
to  p roduce  a  y i e l d  ma te r i a t l y  h i ghe r  t han  t he
y ie l d  on  t he  Ce r t i f i ca tes  beyond  t he  f i r s t  t o
occu r  o f

- 4 -



(A )  t he subs tan t i a  I
abandonmen t  o f
r econs t ruc t i on ,  o r

( B )

(C )  t he  day  wh i ch
ea r l i e r  o f  t he
Cer t i f i ca tes
commencement
recons  t  r uc t  i on

comp le t i on  o r
such  cons t ruc t i on ,

rehab i  I i t a t i on ;

i s  t h ree  yea rs  a f t e r  t he
da te  o f  de l i ve r y  o f  Lhe
o r  t he

o f  such
o r  r ehab i . l i

da  t e o f

t he  expend i t u re  o f  an  amoun t  equa l  t o
the  p roceeds  o f  t he  Ce r t i f i ca tes  w i t h
respec t  t o  such  cons t ruc t i on ,
recons t ruc t i on ,  o r  r ehab i l i t a t i on ;  o r

cons t  r uc t  i on ,
t a t i on .

( q ) The  C i t y  w i  I  1  pay  t o  t he  Un i t ed  S ta tes  i n
i ns ta l lmen ts  as  he re ina f t e r  desc r i bed  t he  excess  ( t he  "Excess " )
o f  t he  agg rega te  amoun t  ea rned  on  a1 l  nonpu rpose  i nves tmen ts
(o the r  t han  i nves tmen ts  a t t r i bu tab le  t o  t he  Excess )  ove r  t he
amoun t  wh i ch  wou ld  have  been  ea rned  i f  a l l  nonpu rpose
inves tmen ts  we re  i nves ted  a t  a  r a te  equa l  t o  t he  y i e l d  on  t he
ce r t i f i ca tes ,  p l us  any  i ncome  a t t r i bu tab le  t o  t he  Excess .  The
ins ta l lmen ts  sha l r  be  pa id  by  t he  c i t y  t o  t he  un i t ed  s ta tes  a t
l eas t  once  eve ry  f i ve  yea rs  i n  an  amoun t  equa l  t o  a t  r eas t
n i ne t y  pe rcen t  o f  t he  Excess  p l us  i nves tmen t  ea rn i . ngs  t he reon
as  o f  t he  da te  o f  paymen t ;  and  t he  l as t  i ns ta l lmen t ,  wh i ch
sha1 l  be  pa id  w i t h i n  30  days  a f t e r  t he  da te  on  wh i ch  t he  I asL
ob I  i ga t i on  o f  t he  Ce r t i  f i ca tes  i s  d i scha rged ,  sha  1  I  be  an
amoun t  su f f i c i en t  t o  pay  t he  rema in i ng  ba lance  o f  t he  Excess
and  i nves tmen t  ea rn ings  t he reon  due  w i t h  r espec t  t o  t he
Cer t i f i ca tes .  The  C i t y  he reby  dec l i nes  t o  make  t he  e l ec t i on
p rov ided  by  sec t i on  ra7 (e ) (a )  o f  t he  rn te rna l  Revenue  code  o f
f 985 ,  E rS  se t  f o r t h  i n  sec t i on  70L  o f  H .R .  3838  pend ing  i n  t he
N ine t y -N in th  Cong ress  o f  t he  Un i t ed  S ta tes ,  o r  any  s im i  I a r
p rov i s i on  o f  any  reg i s l a t i on  wh i ch  may  be  enac ted  i n to  l aw ,
w i t h  r espec t  t o  t he  Ce r t i f i ca te  Fund ,  and  w i l l  ma in ta i n  t he
ce r t i f i ca te  Fund  i n  a  sepa ra te  accoun t  apa r t  f r om any  o the r
f und  o f  t he  c i t y .  r n  ca l cu ra t i ng  t he  agg rega te  amoun t  ea rned
on  a I I  nonpu rpose  i nves tmen ts ,  t he  C i t y  sha I l  t ake  i n to  accoun t
any  ga in  o r  l oss  on  t he  d i spos i t i on  o f  a  nonpu rpose
inves tmen t .  The  c i t y  sha1 l  no t  be  ob l - i ga ted  t o  make  t he
paymen t  t o  t he  un i t ed  s ta tes  desc r i bed  he re in  i f  a l l  o f  t he
g ross  p roceeds  o f  t he  Ce r t i f i ca tes ,  o the r  t han  g ross  p roceeds
he ld  f r om t ime  t o  t ime  i n  t he  Ce r t i f i ca te  Fund ,  a re  expended
fo r  t he  gove rnmen ta l  pu rpose  f o r  wh i ch  t he  Ce r t i f i ca tes  we re
i ssued  no  l a te r  t han  t he  day  wh i ch  i s  s i x  mon ths  a f t e r  t he  da te
o f  de l i ve r y  o f  t he  Ce r t i f i ca tes . The  t e rm  "g ross  p roceeds "
i nc l udes  o r i g i na l  p roceeds  o f  t he  Ce r t i f  i ca tes  r  d rT louocS
rece i ved  f r om the  i nves tmen t  t he reo f ,  and  amoun ts  used  t o  pay
deb t  se rv i ce  on  t he  Ce r t i f i ca tes ,  and  t he  t e rm  "nonpu rpose
inves tmen t "  means  any  i nves tmen t  p rope r t y  acqu i red  w i t h  t he
g ross  p roceeds  o f  t he  Ce r t i f i . ca tes  wh i ch  i s  no t  acqu i red  i n
o rde r  t o  ca r r y  ou t  t he  gove rnmen ta l  pu rpose  o f  t he  Ce r t i f i ca tes .
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( h ) The  C i t y  f u r t he r  covenan ts  t ha t  i t  w i l l  make  such
use  o f  t he  Ce r t i f i ca te  p roceeds  and  a I I  o the r  amoun ts  a l l oca ted
to  t he  Ce r t i f i ca tes ,  r egu la te  t he  i nves tmen t  o f  such  p roceeds
and  o the r  f unds  and  t ake  such  o the r  and  f u r t he r  ac t i on  as  may
be  requ i red  t o  i nsu re  t ha t  ( i )  no  p roh ib i t ed  paymen t  i s  made  o r
deemed  to  be  made  and  ( i i )  t he  ce r t i f i ca tes  w i l l  no t  be
a rb i t r age  bonds .  The  t e rm  "p roh ib i t ed  paymen t "  means  any
paymen t  o f  o r  ag reemen t  t o  pay ,  t o  a  pa r t y  o the r  t han  t he
Un i t ed  S ta tes ,  € rn  amoun t  t ha t  i s  r equ i red  t o  be  pa id  t o  t he
Un i t ed  S ta tes ,  bY  en te r i ng  i n to  a  t r ansac t i on  t ha t  r educes  t he
amoun t  owed  t o  t he  un i t ed  S ta tes  pu rsuan t  t o  subsec t i on  (q )  o f
t h i s  O rd inance  because  such  t r ansac t i on  resu l t s  i n  a  sma l l e r
p ro f i t  o r  l a rge r  I oss  t han  wou ld  have  resu l t ed  i f  t he
t ransac t i on  had  been  a t  a rm ' s  l eng th  and  had  t he  y i e l d  on  t he
Cer t i f i ca tes  no t  been  re l evan t  t o  any  pa r t y  t o  such  t r ansac t i on .

( i ) A t  no  t ime  du r i ng  any  bond  yea r  sha l l  t he
agg rega te  amoun t  a l l oca ted  t o  bhe  Ce r t i f i ca tes  and  i nves ted  i n
nonpu rpose  ob r i ga t i ons  w i t h  a  y i e rd  h i ghe r  t han  t he  y i e l d  on
the  ce r t i f i ca tes ,  a f t e r  exc rud ing  t he  amoun ts  i nves ted  f o r  a
tempora ry  pe r i od  as  p rov ided  i n  subsec t i on  ( f )  he reo f  and
amoun ts  depos i t ed  i n  t he  Ce r t i f i ca te  Fund ,  exceed  l 5Oeo  o f  t he
deb t  se rv i ce  on  t he  Ce r t i f i ca tes  f o r  such  bond  yea r ,  and  t he
agg rega te  amoun t  a l l oca ted  t o  t he  Ce r t i f i ca tes  and  i nves ted  i n
nonpu rpose  ob r i ga t i ons  w i t h  a  y i e l d  h i ghe r  t han  t he  y i e l d  on
the  ce r t i f i ca tes  sha l l  be  p romp t l y  and  app rop r i a te t y  r educed  as
the  ou t s tand ing  p r i nc i pa l  amoun t  o f  t he  Ce r t i f i ca tes  i s  r educed .

( j )  On  each  ann i ve rsa ry  o f  t he  da te  o f  de l i ve r y  o f
t he  ce r t i f i ca tes  ( t he  " r ssue  Ann i ve rsa ry  Da te " )  t he  c i t y  sha1 l
cause  t o  be  de te rm ined  t he  deb t  se rv i . ce  on  t he  Ce r t i f i ca tes  and
the  y i e l d  on  any  nonpu rpose  ob l  i ga t  i ons  a  r  r . oca ted  t o  t he
Cer t i f i ca tes  f o r  t he  bond  yea r  end ing  on  such  I ssue  Ann i ve rsa ry
Da te .  I f  t he  agg rega te  amoun t  o f  p roceeds  o f  t he  Ce r t i f i ca tes
i nves ted  i n  nonpu rpose  ob l i ga t i ons  w i t h  a  y i e l d  h i ghe r  t han  t he
y ie l d  on  t he  Ce r t i f i ca tes ,  a f t e r  exc lud ing  t he  amoun ts  i nves ted
fo r  a  t empo ra ry  pe r i od  as  p rov ided  i n  Subsec t i on  ( f )  he reo f  and
amoun ts  depos i t ed  i n  t he  Ce r t i f i ca te  Fund ,  exceeds  150eo  o f  t he
deb t  se rv i ce  on  t he  Ce r t i f i ca tes  on  any  I ssue  Ann i ve rsa ry  Da te ,
t he  C i t y  sha l l ,  w i t h i n  30  days  a f t e r  such  I ssue  Ann i ve rsa ry
Da te ,  d i spose  o f  nonpu rpose  ob l i ga t i ons  i n  an  amoun t  su f f i c i en t
t o  r educe  t he  amoun t  i nves ted  i n  nonpu rpose  ob l i ga t i ons  w i t h  a
y i e l d  h i ghe r  t han  t he  y i e l d  on  t he  ce r t i f i ca tes ,  a f t e r
exc lud ing  t he  amoun ts  i nves ted  f o r  a  t empo ra ry  pe r i od  as
p rov ided  i n  Subsec t i on  ( f )  he reo f  and  amoun ts  depos i t ed  i n  t he
Cer t i f i ca te  Fund ,  t o  f 50 t  o r  l ess  o f  t he  deb t  se rv i ce  on  t he
ce r t i f i ca tes ;  p rov ided  t ha t ,  t he  c i t y  sha l r  no t  be  requ i red  t o
d i spose  o f  such  nonpu rpose  ob l i ga t i ons  i f  such  d i spos i t i on
wou ld  resu l t  i n  t he  rea l i za t i on  o f  a  l oss  f o r  f ede ra l  i ncome
tax  pu rposes  t ha t  exceeds  t he  sum o f  t he  E rcess ,  as  de f i ned  i n
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Subsec t i on  (g )  he reo f ,  p l us  t he  i nves tmen t  ea rn ings  a t  t he  t ime
o f  such  sa le  o r  d i spos i t i on  i f  a  r eba te  t o  t he  Un i t ed  S ta tes
pu rsuan t  t o  Subsec t i on  (g )  o f  t h i s  O rd inance  we re  due  a t  such
t ime .  "

SECTION 2 :  Tha t ,  excep t  as  he reby  amended  and  mod i f i ed ,
t he  p rov i s i ons  o f  O rd inance  No .  B6 - f ,  adop ted  on  Janua ry  7 ,
1986 ,  au tho r i z i ng  t he  i s suance  o f  t he  "C i t y  o f  Cumby ,  Texas ,
Tax  and  U t i l i t y  Sys tem Subo rd ina te  L i en  Revenue  Ce r t i f i ca tes  o f
Ob l i ga t i on ,  Se r i es  1986 "  i n  t he  p r i nc i pa l  amoun t  o f  $ f38 ,000
a re  he reby  ra t i f i ed ,  con f i rmed  and  app roved  as  i f  t he  same  we re
readop ted  as  a  pa r t  o f  t h i s  O rd inance .

SECTION 3 :  I t  i s  o f f i c i a l l y  f ound ,  de te rm ined  and
dec la red  t ha t  t he  mee t i ng  a t  wh i ch  t h i s  O rd inance  i s  adop ted
was  open  t o  t he  pub l i c  and  pub l i c  no t i ce  o f  bhe  t ime ,  p l ace  and
sub jec t  ma t t e r  o f  t he  pub l i c  bus iness  t o  be  cons ide red  a t  such
mee t i ng ,  i nc l ud ing  t h i s  O rd inance ,  was  g j . ven ,  d l l  as  r egu i red
by  A r t i c l e  6252 -L7 ,  Ve rnon ' s  Texas  C i v i l  S ta tu tes ,  ds  amended .

SECTION 4 :  Tha t  t he  pub l i c  impo r tance  o f  t h i s  measu re
and  t he  f ac t  t ha t  i t  i s  t o  t he  bes t  i n t e res t  o f  t he  C i t y  t o
p rov ide  f unds  f o r  t he  cons t ruc t i on  o f  imp rovemen ts  and
ex tens ions  t o  t he  C i t y ' s  Wa te rwo rks  and  San i - t a r y  Sewer  Sys tem
by  t he  de l i ve r y  o f  t he  Ce r t i f i ca tes  a t  t he  ea r l i es t  poss ib l e
da te ,  cons t i t u t e  and  c rea te  an  emergency  and  an  u rgen t  pub l i c
necess i t y  r equ i r i ng  t ha t  any  ru l e  p rov i . d i nq  f o r  o rd i nances  t o
be  read  more  t han  one  t ime  o r  a t  mo re  t han  one  mee t i ng  o f  t he
Boa rd  o f  Commiss ione rs  be  suspended ,  and  requ i r i ng  t ha t  t h i s
Ord inance  be  passed  and  t ake  e f f ec t  as  an  emergency  measu re ,
and  such  ru l es  and  p rov i s i ons  a re  acco rd ing l y  suspended ,  and
th i s  O rd inance  i s  passed  as  an  emergency  measu re ,  and  sha1 l
t ake  e f f ec t  and  be  i n  f u l I  f o r ce  immed ia te l y  f r om and  a f t e r  i t s
passage .

PASSED AND ADOPTED,  th iS 1986 .

TEXAS

ayo r

CITY OF

,/)
(

CUMBY,

ATTEST:

( C i t y  S e a l )
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