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CERTIFICATE FOR ORDINANCE
We, the undersigned Mayor and City Secretary of the City of Merkel, Texas, hereby certify as
follows:
1.
The City Council of said City convened in Regular Session on the 10th day of February,
2020, at the scheduled meeting place thereof, and the roll was called of the duly constituted officers and
members of said City Council, to-wit:
Mary Schrampfer, Mayor
Matthew Riggan, Place 1
Larry Bland, Place 2

Jason Beaird, Place 3
Brady Rutledge, Place 4
Joseph Wilson, Place 5

Evelyn Morse, City Secretary
and all of said persons were present, except Brady Rutledge, thus constituting a quorum. Whereupon,
among other business, the following was transacted at said meeting: a written Ordinance entitled
ORDINANCE AUTHORIZING THE ISSUANCE OF CITY OF MERKEL, TEXAS,
GENERAL OBLIGATION REFUNDING BONDS, SERIES 2020; APPOINTING A
PRICING OFFICER AND DELEGATING TO THE PRICING OFFICER THE AUTHORITY
TO APPROVE THE SALE OF THE BONDS; LEVYING AN ANNUAL AD VALOREM
TAX AND PROVIDING FOR THE SECURITY FOR AND PAYMENT OF SAID BONDS;
AND ENACTING OTHER PROVISIONS RELATING TO THE SUBJECT.
was duly introduced for consideration and passage. It was then duly moved and seconded that said
Ordinance be passed; and, after due discussion, said motion, carrying with it the passage of said Ordinance,
prevailed and carried by the following vote:

AYES:

4

NOES:

0

ABSTENTIONS:

0

2.
A true, full and correct copy of the aforesaid Ordinance passed at the meeting described in
the above and foregoing paragraph is attached to and follows this Certificate; said Ordinance has been duly
recorded in the official minutes of said City Council; the above and foregoing paragraph is a true and
correct excerpt from said minutes of said meeting pertaining to the passage of said Ordinance; the persons
named in the above and foregoing paragraph, at the time of said meeting and the passage of said Ordinance,
were the duly chosen, qualified and acting members of said City Council as indicated therein; each of said
officers and member was duly and sufficiently notified officially and personally in advance, of the time,
place and purpose of the aforesaid meeting and that said Ordinance would be introduced and considered for
passage at said meeting; and said meeting was open to the public, and public notice of the time, place and
purpose of said meeting was given, all as required by Texas Government Code Chapter 551.
3.
That the Mayor of said City has approved and hereby approves the aforesaid Ordinance;
that the Mayor and the City Secretary of said City have duly signed said Ordinance; and that the Mayor and
the City Secretary of said City hereby declare that their signing of this Certificate shall constitute the
signing of the attached and following copy of said Ordinance for all purposes.

ORDINANCE NO. 02102020
ORDINANCE AUTHORIZING THE ISSUANCE OF CITY OF MERKEL, TEXAS, GENERAL
OBLIGATION REFUNDING BONDS, SERIES 2020; APPOINTING A PRICING OFFICER AND
DELEGATING TO THE PRICING OFFICER THE AUTHORITY TO APPROVE THE SALE OF
THE BONDS; LEVYING AN ANNUAL AD VALOREM TAX AND PROVIDING FOR THE
SECURITY FOR AND PAYMENT OF SAID BONDS; AND ENACTING OTHER PROVISIONS
RELATING TO THE SUBJECT.

THE STATE OF TEXAS
COUNTY OF TAYLOR
CITY OF MERKEL

§
§
§

WHEREAS, there are presently the outstanding obligations of the City of Merkel, Texas (the
"Issuer"), described in Schedule I attached hereto, collectively, the "Eligible Refunded Obligations";
WHEREAS, the Issuer now desires to refund all or part of the Eligible Refunded Obligations, and
those Eligible Refunded Obligations designated by the Pricing Officer in the Pricing Certificate, each as
defined below, to be refunded are herein referred to as the "Refunded Obligations";
WHEREAS, Chapter 1207, Texas Government Code, authorizes the Issuer to issue refunding bonds
and to deposit the proceeds from the sale thereof, together with any other available funds or resources,
directly with a paying agent for any of the Refunded Obligations or a trust company or commercial bank that
does not act as a depository for the Issuer and is named in these proceedings, and such deposit, if made before
the payment dates of the Refunded Obligations, shall constitute the making of firm banking and financial
arrangements for the discharge and final payment of the Refunded Obligations;
WHEREAS, Chapter 1207, Texas Government Code, further authorizes the Issuer to enter into an
escrow agreement with such paying agent for the Refunded Obligations or trust company or commercial bank
with respect to the safekeeping, investment, reinvestment, administration and disposition of any such deposit,
upon such terms and conditions as the Issuer and such paying agent or trust company or commercial bank
may agree;
WHEREAS, this City Council hereby finds and determines that it is a public purpose and in the best
interests of the Issuer to refund the Refunded Obligations in order to achieve a present value debt service
savings of at least 3.00%, with such savings, among other information and terms to be included in a pricing
certificate (the "Pricing Certificate") to be executed by the Pricing Officer (hereinafter designated), all in
accordance with the provisions of Section 1207.007, Texas Government Code;
WHEREAS, all the Refunded Obligations mature or are subject to redemption prior to maturity
within 20 years of the date of the bonds hereinafter authorized;
WHEREAS, the bonds hereafter authorized are being issued and delivered pursuant to said Chapter
1207, Texas Government Code; and
WHEREAS, it is officially found, determined, and declared that the meeting at which this Ordinance
has been adopted was open to the public and public notice of the time, place and subject matter of the public
business to be considered and acted upon at said meeting, including this Ordinance, was given, all as required
by the applicable provisions of Tex. Gov't Code Ann. ch. 551; Now, Therefore
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BE IT ORDAINED BY THE CITY COUNCIL OF THE CITY OF MERKEL, TEXAS:
Section 1. RECITALS, AMOUNT, PURPOSE AND DESIGNATION OF THE BONDS.
(a) 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.
(b) The bonds of the City of Merkel, Texas (the "Issuer"), are hereby authorized to be issued and
delivered, in one or more series, in the aggregate principal amount hereinafter provided for the public purpose
of providing funds to refund a portion of the Issuer's outstanding indebtedness and to pay the costs incurred
in connection with the issuance of the Bonds.
(c) Each bond issued pursuant to this Ordinance shall be designated: "CITY OF MERKEL, TEXAS,
GENERAL OBLIGATION REFUNDING BOND, SERIES 2020" (series to be designated as described in
Section 2(a)), and initially there shall be issued, sold, and delivered hereunder fully registered Bonds, without
interest coupons, payable to the respective registered owners thereof (with the initial bonds being made
payable to the initial purchaser as described in Section 10 hereof), or to the registered assignee or assignees
of said bonds or any portion or portions thereof (in each case, the "Registered Owner"). The Bonds shall be
in the respective denominations and principal amounts, shall be numbered, shall mature and be payable on
the date or dates in each of the years and in the principal amounts, and shall bear interest to their respective
dates of maturity or redemption prior to maturity at the rates per annum, as set forth in the respective Pricing
Certificate.
Section 2. DELEGATION TO PRICING OFFICER.
(a) As authorized by Section 1207.007, Texas Government Code, as amended, the Mayor and City
Manager (each a "Pricing Officer") are each hereby authorized to act on behalf of the Issuer in selling and
delivering the Bonds, in one or more series, and with respect to each such series, determining which of the
Eligible Refunded Obligations shall be refunded and carrying out the other procedures specified in this
Ordinance, including, determining the date of the Bonds, any additional or different designation or title by
which the Bonds shall be known, the price at which the Bonds will be sold, the years in which the Bonds will
mature, the principal amount to mature in each of such years, the rate of interest to be borne by each such
maturity, the interest payment and record dates, the price and terms upon and at which the Bonds shall be
subject to redemption prior to maturity at the option of the Issuer, as well as any mandatory sinking fund
redemption provisions, and all other matters relating to the issuance, sale, and delivery of the Bonds and the
refunding of the Refunded Bonds, including without limitation establishing the redemption dates for and
effecting the redemption of the Refunded Obligations and obtaining municipal bond insurance for all or any
portion of the Bonds and providing for the terms and provisions thereof applicable to the Bonds, including
the execution of any commitment agreements, membership agreements in mutual insurance companies, and
other similar agreements, all of which shall be specified in the Pricing Certificate; provided that:
(i) the aggregate original principal amount of the Bonds authorized pursuant to this
Ordinance, whether one or more series, shall not exceed $5,000,000;
(ii) the refunding must produce a present value debt service savings, when calculated with
respect to all of the Refunded Obligations, of at least 3.00%;
(iii) the net effective interest rate on each series of the Bonds shall not exceed the maximum
rate set forth in Chapter 1204, Texas Government Code, as amended;
(iv) the final maturity of the Bonds shall not be later than September 1, 2048; and
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(iv) the delegation made hereby shall expire if not exercised by the Pricing Officer on or
before the 180th day following the date of adoption of this Ordinance.
(b) In establishing the aggregate principal amount of the Bonds, the Pricing Officer shall establish
an amount not exceeding the amount authorized in Subsection (a) hereof, which shall be sufficient in amount
to provide for the purposes for which the Bonds are authorized and to pay costs of issuing the Bonds. The
Pricing Officer shall determine whether the Bonds will be sold by private placement or negotiated or
competitive sale. The Bonds shall be sold with and subject to such terms as set forth in the Pricing
Certificate.
Section 3. CHARACTERISTICS OF THE BONDS.
(a) Registration, Transfer, Conversion and Exchange. The selection and appointment of the paying
agent/registrar for the Bonds (the "Paying Agent/Registrar") shall be as provided in the Pricing Certificate.
The Mayor or the City Manager is authorized and directed to execute and deliver in the name and under the
corporate seal and on behalf of the Issuer a Paying Agent/Registrar Agreement with the Paying
Agent/Registrar in substantially the form presented at this meeting
(b) Registration, Transfer, Conversion and Exchange. The Issuer shall keep or cause to be kept at
the corporate trust office of the Paying Agent/Registrar books or records for the registration of the transfer,
conversion and exchange of the Bonds (the "Registration Books"), and the Issuer hereby appoints the Paying
Agent/Registrar as its registrar and transfer agent to keep such books or records and make such 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 within three days of presentation in due and proper form. The
Paying Agent/Registrar shall obtain and record in the Registration Books the address of the registered owner
of each Bond to which payments with respect to the Bonds shall be mailed, as herein provided; but it shall
be the duty of each registered owner to notify the Paying Agent/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 Bond or Bonds. Registration of assignments, transfers,
conversions and exchanges of Bonds shall be made in the manner provided and with the effect stated in the
FORM OF BOND set forth in this Ordinance. Each substitute Bond shall bear a letter and/or number to
distinguish it from each other Bond.
(c) Authentication. Except as provided in subsection (i) of this section, an authorized representative
of the Paying Agent/Registrar shall, before the delivery of any such Bond, date and manually sign said Bond,
and no such Bond shall be deemed to be issued or outstanding unless such Bond is so executed. The Paying
Agent/Registrar promptly shall cancel all paid Bonds and Bonds 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 Bond or
portion thereof, and the Paying Agent/Registrar shall provide for the printing, execution and delivery of the
substitute Bonds in the manner prescribed herein. Pursuant to Subchapter D, Chapter 1201, Texas
Government Code, the duty of conversion and exchange of Bonds as aforesaid is hereby imposed upon the
Paying Agent/Registrar, and, upon the execution of said Bond, the converted and exchanged Bond shall be
valid, incontestable, and enforceable in the same manner and with the same effect as the Bonds which initially
were issued and delivered pursuant to this Ordinance, approved by the Attorney General, and registered by
the Comptroller of Public Accounts.
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(d) Payment of Principal and Interest. The Issuer hereby further appoints the Paying Agent/Registrar
to act as the paying agent for paying the principal of and interest on the Bonds, all as provided in this
Ordinance. The Paying Agent/Registrar shall keep proper records of all payments made by the Issuer and
the Paying Agent/Registrar with respect to the Bonds, and of all conversions and exchanges of Bonds, and
all replacements of Bonds, as provided in this Ordinance. However, in the event of a nonpayment of interest
on a scheduled payment date, and for thirty (30) days thereafter, a new record date for such interest payment
(a "Special Record Date") will be established by the Paying Agent/Registrar, if and when funds for the
payment of such interest have been received from the Issuer. Notice of the Special Record Date and of the
scheduled payment date of the past due interest (which shall be 15 days after the Special Record Date) shall
be sent at least five (5) business days prior to the Special Record Date by United States mail, first class
postage prepaid, to the address of each 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.
(e) Payment to Registered Owner. 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 Bond is registered in the Registration Books as the absolute owner of such Bond for the purpose
of payment of principal and interest with respect to such Bond, for the purpose of registering transfers with
respect to such Bond, and for all other purposes whatsoever. The Paying Agent/Registrar shall pay all
principal of and interest on the Bonds 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 Bonds 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 Bond certificate
evidencing the obligation of the Issuer to make payments of principal and interest pursuant to this Ordinance.
(f) Paying Agent/Registrar. The Issuer covenants with the registered owners of the Bonds that at
all times while the Bonds are outstanding the Issuer will provide a competent and legally qualified bank, trust
company, financial institution or other agency to act as and perform the services of Paying Agent/Registrar
for the Bonds under this Ordinance, and that the Paying Agent/Registrar will be one entity. By accepting the
position and performing as such, each Paying Agent/Registrar shall be deemed to have agreed to the
provisions of this Ordinance, and a certified copy of this Ordinance shall be delivered to each Paying
Agent/Registrar.
(g) Substitute Paying Agent/Registrar. The Issuer reserves the right to, and may, at its option, change
the Paying Agent/Registrar upon not less than 120 days written notice to the Paying Agent/Registrar, to be
effective not later than 60 days prior to the next principal or interest payment date after such notice. In the
event that the entity at any time acting as Paying Agent/Registrar (or its successor by merger, acquisition, or
other method) should resign or otherwise cease to act as such, the Issuer covenants that promptly it will
appoint a competent and legally qualified bank, trust company, financial institution, or other agency to act
as Paying Agent/Registrar under this Ordinance. Upon any change in the Paying Agent/Registrar, the
previous Paying Agent/Registrar promptly shall transfer and deliver the Registration Books (or a copy
thereof), along with all other pertinent books and records relating to the Bonds, to the new Paying
Agent/Registrar designated and appointed by the Issuer. Upon any change in the Paying Agent/Registrar,
the Issuer promptly will cause a written notice thereof to be sent by the new Paying Agent/Registrar to each
registered owner of the Bonds, by United States mail, first-class postage prepaid, which notice also shall give
the address of the new Paying Agent/Registrar.
(g) Book-Entry Only System. The Bonds issued in exchange for the Bonds initially issued to the
purchaser or purchasers specified herein shall be initially issued in the form of a separate single fully
registered Bond for each of the maturities thereof and the ownership of each such Bond shall be registered
in the name of Cede & Co., as nominee of The Depository Trust Company of New York ("DTC"), and except
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as provided in subsections (i) and (j) of this Section, all of the outstanding Bonds shall be registered in the
name of Cede & Co., as nominee of DTC.
(h) Blanket Letter of Representations. The previous execution and delivery of the Blanket Letter of
Representations with respect to obligations of the Issuer is hereby ratified and confirmed; and the provisions
thereof shall be fully applicable to the Bonds. Notwithstanding anything to the contrary contained herein,
while the Bonds are subject to DTC's Book-Entry Only System and to the extent permitted by law, the Letter
of Representations is hereby incorporated herein and its provisions shall prevail over any other provisions
of this Ordinance in the event of conflict.
(i) Bonds Registered in the Name of Cede & Co. With respect to Bonds registered in the name of
Cede & Co., as nominee of DTC, the Issuer and the Paying Agent/Registrar shall have no responsibility or
obligation to any 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 Bonds. Without limiting the immediately preceding
sentence, the Issuer and the Paying Agent/Registrar shall have no responsibility or obligation with respect
to (i) the accuracy of the records of DTC, Cede & Co. or any DTC Participant with respect to any ownership
interest in the Bonds, (ii) the delivery to any DTC Participant or any other person, other than a registered
owner of Bonds, as shown on the Registration Books, of any notice with respect to the Bonds, or (iii) the
payment to any DTC Participant or any other person, other than a registered owner of Bonds, as shown in
the Registration Books of any amount with respect to principal of or interest on the Bonds. 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.
(j) 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
representation letter of the Issuer to DTC or that it is in the best interest of the beneficial owners of the Bonds
that they be able to obtain certificated Bonds, 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 Bonds to such successor securities depository or (ii) notify DTC and DTC Participants of the
availability through DTC of Bonds and transfer one or more separate Bonds to DTC Participants having
Bonds credited to their DTC accounts. In such event, the Bonds shall no longer be restricted to being
registered in the Registration Books in the name of Cede & Co., as nominee of DTC, but may be registered
in the name of the successor securities depository, or its nominee, or in whatever name or names registered
owners transferring or exchanging Bonds shall designate, in accordance with the provisions of this Ordinance.
(k) Payments to Cede & Co. Notwithstanding any other provision of this Ordinance to the contrary,
so long as any Bond is registered in the name of Cede & Co., as nominee of DTC, all payments with respect
to principal of and interest on such Bond and all notices with respect to such Bond shall be made and given,
respectively, in the manner provided in the representation letter of the Issuer to DTC.
(l) General Characteristics of the Bonds. The Bonds (i) shall be issued in fully registered form,
without interest coupons, with the principal of and interest on such Bonds to be payable only to the Registered
Owners thereof, (ii) may and shall be redeemed prior to their scheduled maturities, (iii) may be transferred
and assigned, (iv) may be converted and exchanged for other Bonds, (v) shall have the characteristics, (vi)
shall be signed, sealed, executed and authenticated, (vii) the principal of and interest on the Bonds shall be
payable, and (viii) shall be administered and the Paying Agent/Registrar and the Issuer shall have certain
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duties and responsibilities with respect to the Bonds, all as provided, and in the manner and to the effect as
required or indicated, in the FORM OF BOND set forth in this Ordinance. The Bonds 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 Bond issued in conversion of and exchange for any Bond or Bonds
issued under this Ordinance the Paying Agent/Registrar shall execute the Paying Agent/registrar's
Authentication Bond, in the FORM OF BOND set forth in this Ordinance.
(m) Cancellation of Initial Bond. On the closing date, one initial Bond representing the entire
principal amount of the Bonds, payable in stated installments to the order of the initial purchaser of the Bonds
or its designee, executed by manual or facsimile signature of the Mayor and City Secretary, 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 Bond, the
Paying Agent/Registrar shall insert the Issuance Date on Bond No. T-1, cancel each of the initial Bonds and
deliver to The Depository Trust Company ("DTC") on behalf of such purchaser one registered definitive
Bond for each year of maturity of the Bonds, in the aggregate principal amount of all of the Bonds for such
maturity, registered in the name of Cede & Co., as nominee of DTC. To the extent that the Paying
Agent/Registrar is eligible to participate in DTC's FAST System, pursuant to an agreement between the
Paying Agent/Registrar and DTC, the Paying Agent/Registrar shall hold the definitive Bonds in safekeeping
for DTC.
Section 4. FORM OF BONDS. The form of the Bonds, 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 Bonds initially issued and
delivered pursuant to this Ordinance, shall be, respectively, substantially as follows, with such appropriate
variations, omissions or insertions as are permitted or required by this Ordinance, and with the Bonds to be
completed with information set forth in the Pricing Certificate.
(a) Form of Bond.
NO. R-

UNITED STATES OF AMERICA
STATE OF TEXAS

PRINCIPAL
AMOUNT
$________

CITY OF MERKEL, TEXAS
GENERAL OBLIGATION REFUNDING BOND
SERIES 2020
INTEREST RATE

DATE OF BONDS

MATURITY DATE

CUSIP NO.

____________

____________

____________

____________

REGISTERED OWNER:
PRINCIPAL AMOUNT:

DOLLARS

ON THE MATURITY DATE specified above, the City of Merkel, in Taylor 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 30day months) from ___________, _____ at the Interest Rate per annum specified above. Interest is payable
on ______________, ____ and semiannually on each _____________ and _____________ thereafter to the
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Maturity Date specified above, or the date of redemption prior to maturity; except, if this Bond 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 Bond
or Bonds, if any, for which this Bond is being exchanged is due but has not been paid, then this Bond shall
bear interest from the date to which such interest has been paid in full.
THE PRINCIPAL OF AND INTEREST ON this Bond are payable in lawful money of the United
States of America, without exchange or collection charges. The principal of this Bond shall be paid to the
registered owner hereof upon presentation and surrender of this Bond at maturity, or upon the date fixed for
its redemption prior to maturity, at the principal corporate trust office of ___________________, ______,
__________, which is the "Paying Agent/Registrar" for this Bond. The payment of interest on this Bond shall
be made by the Paying Agent/Registrar to the registered owner hereof on each interest payment date by check
or draft, dated as of such interest payment date, drawn by the Paying Agent/Registrar on, and payable solely
from, funds of the Issuer required by the ordinance authorizing the issuance of this Bond (the "Bond
Ordinance") to be on deposit with the Paying Agent/Registrar for such purpose as hereinafter provided; and
such check or draft shall be sent by the Paying Agent/Registrar by United States mail, first-class postage
prepaid, on each such interest payment date, to the registered owner hereof, at its address as it appeared on
the ________________ 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 a non-payment of interest on a scheduled payment date, and for 30 days
thereafter, a new record date for such interest payment (a "Special Record Date") will be established by the
Paying Agent/Registrar, if and when funds for the payment of such interest have been received from the
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 Bond
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 Bond prior to maturity
as provided herein shall be paid to the registered owner upon presentation and surrender of this Bond for
payment or redemption at the principal corporate trust office of the Paying Agent/Registrar. The Issuer
covenants with the registered owner of this Bond that on or before each principal payment date and interest
payment date for this Bond it will make available to the Paying Agent/Registrar, from the "Interest and
Sinking Fund" created by the Bond Ordinance, the amounts required to provide for the payment, in
immediately available funds, of all principal of and interest on the Bonds, when due.
IF THE DATE for any payment of the principal of or interest on this Bond shall be a Saturday,
Sunday, a legal holiday or a day on which banking institutions in the city where the principal corporate trust
office of the Paying Agent/Registrar is located are authorized by law or executive order to close, then the date
for such payment shall be the next succeeding day that is not such a Saturday, Sunday, legal holiday or day
on which banking institutions are authorized to close; and payment on such date shall have the same force
and effect as if made on the original date payment was due.
THIS BOND is one of a series of Bonds dated _________________, ______, authorized in
accordance with the Constitution and laws of the State of Texas in the principal amount of $____________
for the public purposes of refunding certain outstanding obligations of the Issuer, and to pay the costs incurred
in connection with the issuance of the Bonds.
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ON _____________________, or on any date thereafter, the Bonds of this series may be redeemed
prior to their scheduled maturities, at the option of the Issuer, with funds derived from any available and
lawful source, as a whole, or in part, and, if in part, the particular Bonds, or portions thereof, to be redeemed
shall be selected and designated by the Issuer (provided that a portion of a Bond 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.
THE BONDS scheduled to mature on _____________ in the years ____ and ____ ( the "Term
Bonds") are subject to scheduled mandatory redemption by the Paying Agent/Registrar by lot, or by any other
customary method that results in a random selection, at a price equal to the principal amount thereof, plus
accrued interest to the redemption date, out of moneys available for such purpose in the interest and sinking
fund for the Bonds, on the dates and in the respective principal amounts, set forth in the following schedule:
Term Bond
Maturity: _________, ____
Mandatory Redemption Date
_________, ____
_________, ____
_________, ____
_________, ____(maturity)

Principal
Amount
$___________
___________
___________
___________

Term Bond
Maturity: _________, ____
Mandatory Redemption Date
_________, ____
_________, ____
_________, ____
_________, ____ (maturity)

Principal
Amount
$___________
___________
___________
___________

The principal amount of Term Bonds of a stated maturity required to be redeemed on any mandatory
redemption date pursuant to the operation of the mandatory sinking fund redemption provisions shall be
reduced, at the option of the District, by the principal amount of any Term Bonds of the same maturity which,
at least 50 days prior to a mandatory redemption date (1) shall have been acquired by the District at a price
not exceeding the principal amount of such Term Bonds plus accrued interest to the date of purchase thereof,
and delivered to the Paying Agent/Registrar for cancellation, (2) shall have been purchased and canceled by
the Paying Agent/Registrar at the request of the District at a price not exceeding the principal amount of such
Term Bonds plus accrued interest to the date of purchase, or (3) shall have been redeemed pursuant to the
optional redemption provisions and not theretofore credited against a mandatory redemption requirement.
IF AT THE TIME OF MAILING of notice of optional redemption there shall not have either been
deposited with the Paying Agent/Registrar or legally authorized escrow agent immediately available funds
sufficient to redeem all the Bonds called for redemption, such notice may state that it is conditional, and is
subject to the deposit of the redemption moneys with the Paying Agent/Registrar or legally authorized escrow
agent at or prior to the redemption date. If such redemption is not effectuated, the Paying Agent/Registrar
shall, within five days thereafter, give notice in the manner in which the notice of redemption was given that
such moneys were not so received and shall rescind the redemption.
AT LEAST 30 days prior to the date fixed for any redemption of Bonds or portions thereof prior to
maturity a written notice of such redemption shall be sent by the Paying Agent/Registrar by United States
mail, first-class postage prepaid, at least 30 days prior to the date fixed for any such redemption, to the
registered owner of each Bond to be redeemed at its address as it appeared on the 45th day prior to such
redemption date; 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 Bond. 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 Bonds or
portions thereof that 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 Bonds or portions thereof that are to be so redeemed
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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 Bond shall be redeemed, a substitute Bond or Bonds having
the same maturity date, bearing interest at the same rate, in any denomination or denominations in any
integral multiple of $5,000, at the written request of the registered owner, and in aggregate principal amount
equal to the unredeemed portion thereof, will be issued to the registered owner upon the surrender thereof
for cancellation, at the expense of the Issuer, all as provided in the Bond Ordinance.
ALL BONDS OF THIS SERIES are issuable solely as fully registered bonds, without interest
coupons, in the denomination of any integral multiple of $5,000. As provided in the Bond Ordinance, this
Bond may, at the request of the registered owner or the assignee or assignees hereof, be assigned, transferred,
converted into and exchanged for a like aggregate principal amount of fully registered Bonds, without interest
coupons, payable to the appropriate registered owner, assignee or assignees, as the case may be, having the
same 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 Bond to the
Paying Agent/Registrar for cancellation, all in accordance with the form and procedures set forth in the Bond
Ordinance. Among other requirements for such assignment and transfer, this Bond 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 Bond or any
portion or portions hereof in any integral multiple of $5,000 to the assignee or assignees in whose name or
names this Bond or any such portion or portions hereof is or are to be registered. The form of Assignment
printed or endorsed on this Bond 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 Bond 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 Bond 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 (ii) with respect to any Bond 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 Bonds is changed by the Issuer, resigns, or
otherwise ceases to act as such, the Issuer has covenanted in the Bond 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 Bonds.
IT IS HEREBY certified, recited and covenanted that this Bond 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 Bond have been performed, existed and been
done in accordance with law; and that annual ad valorem taxes sufficient to provide for the payment of the
interest on and principal of this Bond, 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.
THE ISSUER HAS RESERVED THE RIGHT to amend the Bond Ordinance as provided therein,
and under some (but not all) circumstances amendments thereto must be approved by the registered owners
of a majority in aggregate principal amount of the outstanding Bonds.
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BY BECOMING the registered owner of this Bond, the registered owner thereby acknowledges all
of the terms and provisions of the Bond Ordinance, agrees to be bound by such terms and provisions,
acknowledges that the Bond Ordinance is duly recorded and available for inspection in the official minutes
and records of the governing body of the Issuer, and agrees that the terms and provisions of this Bond and
the Bond Ordinance constitute a contract between each registered owner hereof and the Issuer.
IN WITNESS WHEREOF, the Issuer has caused this Bond to be signed with the manual or facsimile
signature of the Mayor of the Issuer (or in the absence of the Mayor, the Mayor Pro Tem 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 Bond.
(signature)
Mayor

(signature)
City Secretary
(SEAL)
(b) Form of Paying Agent/Registrar's Authentication Certificate.

PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE
(To be executed if this Bond 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 Bond has been issued under the provisions of the Bond Ordinance
described in the text of this Bond; and that this Bond has been issued in conversion or replacement of, or in
exchange for, a Bond, Bonds, or a portion of a Bond or Bonds of a series that 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:

, Texas
Paying Agent/Registrar
By:
Authorized Representative
(c) Form of Assignment.
ASSIGNMENT
(Please print or type clearly)
For value received, the undersigned hereby sells, assigns and transfers
unto:
Transferee's Social Security or Taxpayer Identification Number:
Transferee's name and address, including zip code:
the within Bond and all rights thereunder, and hereby irrevocably constitutes and appoints
, attorney, to register the transfer of
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the within Bond 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 an
eligible guarantor institution participating in a
securities transfer association recognized signature
guarantee program.

NOTICE: The signature above must correspond with
the name of the registered owner as it appears upon
the front of this Bond in every particular, without
alteration or enlargement or any change whatsoever.

(d) Form of Registration Certificate of the Comptroller of Public Accounts.
COMPTROLLER'S REGISTRATION CERTIFICATE: REGISTER NO.
I hereby certify that there is on file and of record in my office a true and correct copy of the opinion
of the Attorney General of the State of Texas approving this Bond and that this Bond has been registered this
day by me.
.

Witness my signature and seal this

Comptroller of Public Accounts of the State of Texas
(COMPTROLLER'S SEAL)
(e) Initial Bond Insertions.
(i) The initial Bond shall be in the form set forth is paragraph (a) of this Section, except that:
A. immediately under the name of the Bond, 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 MERKEL, TEXAS, in Taylor 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 ___________________ in each of the
years, in the principal installments and bearing interest at the per annum rates set forth in the following
schedule:
Years

Principal Amount

Interest Rates

(Information from Section 2 to be inserted)
The Issuer promises to pay interest on the unpaid principal amount hereof (calculated on the basis of a 360day year of twelve 30-day months) from ____________, ____ at the respective Interest Rate per annum
specified above. Interest is payable on _____________, ____, and semiannually on each _______________
and _______________ thereafter to the date of payment of the principal installment specified above, or the
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date of redemption prior to maturity; except, that if this Bond 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 Bond or Bonds, if any, for which this
Bond is being exchanged is due but has not been paid, then this Bond shall bear interest from the date to
which such interest has been paid in full."
C. The Initial Bond shall be numbered "T-1."
Section 5. INTEREST AND SINKING FUND.
(a) A special "Interest and Sinking Fund" is hereby created and shall be established and maintained
by the Issuer as a separate fund or account and the funds therein shall be deposited into and held in an account
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 Bonds. All amounts received from the sale of the Bonds as accrued interest shall be
deposited upon receipt to the Interest and Sinking Fund, and all ad valorem taxes levied and collected for and
on account of said Bonds shall be deposited, as collected, to the credit of said Interest and Sinking Fund.
During each year while any of said Bonds are outstanding and unpaid, the governing body of said Issuer shall
compute and ascertain a rate and amount of ad valorem tax that will be sufficient to raise and produce the
money required to pay the interest on said Bonds as such interest comes due, and to provide and maintain a
sinking fund adequate to pay the principal of said Bonds as such principal matures (but never less than 2%
of the original amount of said Bonds 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 Bonds 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 Bonds, as such interest comes due and such principal matures, are hereby pledged for such payment,
within the limit prescribed by law. If lawfully available moneys of the Issuer are 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 that otherwise would have been required to be levied pursuant to this Section may be
reduced to the extent and by the amount of the lawfully available funds then on deposit in the Interest and
Sinking Fund.
(b) Article 1208, Government Code, applies to the issuance of the Bonds and the pledge of the taxes
granted by the Issuer under this Section and is therefore valid, effective, and perfected. Should Texas law
be amended at any time while the Bonds are outstanding and unpaid, the result of such amendment being that
the pledge of the taxes granted by the Issuer under this Section is to be subject to the filing requirements of
Chapter 9, Business & Commerce Code, in order to preserve to the registered owners of the Bonds a security
interest in said pledge, the Issuer agrees to take such measures as it determines are reasonable and necessary
under Texas law to comply with the applicable provisions of Chapter 9, Business & Commerce Code and
enable a filing of a security interest in said pledge to occur.
Section 6. DEFEASANCE OF BONDS.
(a) Any Bond and the interest thereon shall be deemed to be paid, retired and no longer outstanding
(a "Defeased Bond") within the meaning of this Ordinance, except to the extent provided in subsection (d)
of this Section, when payment of the principal of such Bond, plus interest thereon to the due date (whether
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such due date be by reason of maturity or otherwise) either (i) shall have been made or caused to be made in
accordance with the terms thereof, or (ii) shall have been provided for on or before such due date by
irrevocably depositing with or making available to the Paying Agent/Registrar in accordance with an escrow
agreement or other instrument (the "Future Escrow Agreement") for such payment (1) lawful money of the
United States of America sufficient to make such payment or (2) Defeasance Securities that mature as to
principal and interest in such amounts and at such times as will insure the availability, without reinvestment,
of sufficient money to provide for such payment, and when proper arrangements have been made by the
Issuer with the Paying Agent/Registrar for the payment of its services until all Defeased Bonds shall have
become due and payable. At such time as a Bond shall be deemed to be a Defeased Bond hereunder, as
aforesaid, such Bond and the interest thereon shall no longer be secured by, payable from, or entitled to the
benefits of, the ad valorem taxes herein levied and pledged as provided in this Ordinance, and such principal
and interest shall be payable solely from such money or Defeasance Securities. Notwithstanding any other
provision of this Ordinance to the contrary, it is hereby provided that any determination not to redeem
Defeased Bonds that is made in conjunction with the payment arrangements specified in subsection (a)(i) or
(ii) of this Section shall not be irrevocable, provided that: (1) in the proceedings providing for such payment
arrangements, the Issuer expressly reserves the right to call the Defeased Bonds for redemption; (2) gives
notice of the reservation of that right to the owners of the Defeased Bonds immediately following the making
of the payment arrangements; and (3) directs that notice of the reservation be included in any redemption
notices that it authorizes.
(b) Any moneys so deposited with the Paying Agent/Registrar may at the written direction of the
Issuer be invested in Defeasance Securities, maturing in the amounts and times as hereinbefore set forth, and
all income from such Defeasance Securities received by the Paying Agent/Registrar that is not required for
the payment of the Bonds 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. Any Future Escrow Agreement
pursuant to which the money and/or Defeasance Securities are held for the payment of Defeased Bonds may
contain provisions permitting the investment or reinvestment of such moneys in Defeasance Securities or the
substitution of other Defeasance Securities upon the satisfaction of the requirements specified in subsection
(a)(i) or (ii) of this Section. All income from such Defeasance Securities received by the Paying
Agent/Registrar which is not required for the payment of the Defeased Bonds, with respect to which such
money has been so deposited, shall be remitted to the Issuer or deposited as directed in writing by the Issuer.
(c) The term "Defeasance Securities" means any securities and obligations now or hereafter
authorized by State law that are eligible to discharge obligations such as the Bonds.
(d) Until all Defeased Bonds shall have become due and payable, the Paying Agent/Registrar shall
perform the services of Paying Agent/Registrar for such Defeased Bonds 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.
(e) In the event that the Issuer elects to defease less than all of the principal amount of Bonds of a
maturity, the Paying Agent/Registrar shall select, or cause to be selected, such amount of Bonds by such
random method as it deems fair and appropriate.
Section 7. DAMAGED, MUTILATED, LOST, STOLEN, OR DESTROYED BONDS.
(a) Replacement Bonds. In the event any outstanding Bond is damaged, mutilated, lost, stolen or
destroyed, the Paying Agent/Registrar shall cause to be printed, executed and delivered, a new Bond of the
same principal amount, maturity and interest rate, as the damaged, mutilated, lost, stolen or destroyed Bond,
in replacement for such Bond in the manner hereinafter provided.
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(b) Application for Replacement Bonds. Application for replacement of damaged, mutilated, lost,
stolen or destroyed Bonds shall be made by the registered owner thereof to the Paying Agent/Registrar. In
every case of loss, theft or destruction of a Bond, the registered owner applying for a replacement Bond shall
furnish to the Issuer and to the Paying Agent/Registrar such security or indemnity as may be required by them
to save each of them harmless from any loss or damage with respect thereto. Also, in every case of loss, theft
or destruction of a Bond, the registered owner shall furnish to the Issuer and to the Paying Agent/Registrar
evidence to their satisfaction of the loss, theft or destruction of such Bond, as the case may be. In every case
of damage or mutilation of a Bond, the registered owner shall surrender to the Paying Agent/Registrar for
cancellation the Bond so damaged or mutilated.
(c) No Default Occurred. Notwithstanding the foregoing provisions of this , in the event any such
Bond shall have matured, and no default has occurred that is then continuing in the payment of the principal
of, redemption premium, if any, or interest on the Bond, the Issuer may authorize the payment of the same
(without surrender thereof except in the case of a damaged or mutilated Bond) instead of issuing a
replacement Bond, provided security or indemnity is furnished as above provided in this Section.
(d) Charge for Issuing Replacement Bonds. Prior to the issuance of any replacement Bond, the
Paying Agent/Registrar shall charge the registered owner of such Bond with all legal, printing, and other
expenses in connection therewith. Every replacement Bond issued pursuant to the provisions of this Section
by virtue of the fact that any Bond is lost, stolen or destroyed shall constitute a contractual obligation of the
Issuer whether or not the lost, stolen or destroyed Bond shall be found at any time, or be enforceable by
anyone, and shall be entitled to all the benefits of this Ordinance equally and proportionately with any and
all other Bonds duly issued under this Ordinance.
(e) Authority for Issuing Replacement Bonds. In accordance with Sec. 1206.022, Government Code,
this Section 7 of this Ordinance shall constitute authority for the issuance of any such replacement Bond
without necessity of further action by the governing body of the Issuer or any other body or person, and the
duty of the replacement of such Bonds is hereby authorized and imposed upon the Paying Agent/Registrar,
and the Paying Agent/Registrar shall authenticate and deliver such Bonds in the form and manner and with
the effect, as provided in Section 3(a) of this Ordinance for Bonds issued in conversion and exchange for
other Bonds.
Section 8. CUSTODY, APPROVAL, AND REGISTRATION OF BONDS; BOND COUNSEL'S
OPINION; CUSIP NUMBERS AND CONTINGENT INSURANCE PROVISION, IF OBTAINED;
ENGAGEMENT OF BOND COUNSEL AND FINANCIAL ADVISOR.
(a) The Mayor of the Issuer and each of the Pricing Officers are hereby authorized to have control
of the Bonds initially issued and delivered hereunder and all necessary records and proceedings pertaining
to the Bonds 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 Bonds 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 Bonds, and the seal of said Comptroller shall be impressed, or placed in facsimile, on such Bond. 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 Bonds 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 Bonds.
In addition, if bond insurance is obtained, the Bonds may bear an appropriate legend as provided by the
insurer.
(b) The obligation of the initial purchaser to accept delivery of the Bonds is subject to the initial
purchaser being furnished with the final, approving opinion of McCall, Parkhurst & Horton L.L.P., bond
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counsel to the Issuer, which opinion shall be dated as of and delivered on the date of initial delivery of the
Bonds to the initial purchaser. The engagement of such firm as bond counsel to the Issuer in connection with
issuance, sale and delivery of the Bonds 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, is
hereby authorized in such form as may be approved by the Mayor or City Manager, and the Mayor or City
Manager are hereby authorized to execute such engagement letter.
(c) The engagement of Government Capital Securities Corporation as financial advisor to the Issuer
in connection with the issuance, sale and delivery of obligations such as the Bonds 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 financial advisor, is hereby authorized in such form as may be approved by the
Mayor or City Manager, and the Mayor or City Manager are hereby authorized and directed to execute such
engagement letter.
Section 9. COVENANTS REGARDING TAX EXEMPTION OF INTEREST ON THE BONDS.
(a) Covenants. The Issuer covenants to take any action necessary to assure, or refrain from any
action that would adversely affect, the treatment of the Bonds as Obligation described in section 103 of the
Internal Revenue Code of 1986, as amended (the "Code"), the interest on which is not includable in the "gross
income" of the holder for purposes of federal income taxation. In furtherance thereof, the Issuer covenants
as follows:
(1) to take any action to assure that no more than 10 percent of the proceeds of the Bonds
(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
or refinanced therewith (the "Projects") are so used, such amounts, whether or not received by the
Issuer, with respect to such private business use, do not, under the terms of this Ordinance or any
underlying arrangement, directly or indirectly, secure or provide for the payment of more than 10
percent of the debt service on the Bonds, in contravention of section 141(b)(2) of the Code;
(2) to take any action to assure that in the event that the "private business use" described in
subsection (1) hereof exceeds 5 percent of the proceeds of the Bonds or the projects financed
therewith (less amounts deposited into a reserve fund, if any) then the amount in excess of 5 percent
is used for a "private business use" that is "related" and not "disproportionate," within the meaning
of section 141(b)(3) of the Code, to the governmental use;
(3) to take any action to assure that no amount that is greater than the lesser of $5,000,000,
or 5 percent of the proceeds of the Bonds (less amounts deposited into a reserve fund, if any) is
directly or indirectly used to finance loans to persons, other than state or local governmental units,
in contravention of section 141(c) of the Code;
(4) to refrain from taking any action that would otherwise result in the Bonds being treated
as "private activity bonds" within the meaning of section 141(b) of the Code;
(5) to refrain from taking any action that would result in the Bonds being "federally
guaranteed" within the meaning of section 149(b) of the Code;
(6) to refrain from using any portion of the proceeds of the Bonds, directly or indirectly, to
acquire or to replace funds that were used, directly or indirectly, to acquire investment property (as
defined in section 148(b)(2) of the Code) that produces a materially higher yield over the term of the
Bonds, other than investment property acquired with –
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(A) proceeds of the Bonds invested for a reasonable temporary period of 3 years or
less or, in the case of a refunding bond, for a period of 90 days or less until such proceeds
are needed for the purpose for which the Bonds or refunding bonds are issued,
(B) amounts invested in a bona fide debt service fund, within the meaning of section
1.148-1(b) of the rules and regulations of the United States Department of the Treasury
("Treasury Regulations"), and
(C) amounts deposited in any reasonably required reserve or replacement fund to
the extent such amounts do not exceed 10 percent of the proceeds of the Bonds;
(7) to otherwise restrict the use of the proceeds of the Bonds or amounts treated as proceeds
of the Bonds, as may be necessary, so that the Bonds do not otherwise contravene the requirements
of section 148 of the Code (relating to arbitrage); and
(8)
to refrain from using the proceeds of the Bonds or proceeds of any prior bonds to
pay debt service on another issue more than 90 days after the date of issue of the Bonds in
contravention of the requirements of section 149(d) of the Code (relating to advance refundings);
(9) to pay to the United States of America at least once during each five-year period
(beginning on the date of delivery of the Bonds) an amount that is at least equal to 90 percent of the
"Excess Earnings," within the meaning of section 148(f) of the Code and to pay to the United States
of America, not later than 60 days after the Bonds have been paid in full, 100 percent of the amount
then required to be paid as a result of Excess Earnings under section 148(f) of the Code.
(b) Rebate Fund. In order to facilitate compliance with the above covenant (a)(9), a "Rebate Fund"
is hereby established by the Issuer for the sole benefit of the United States of America, and such Fund shall
not be subject to the claim of any other person, including without limitation the Bondholders. The Rebate
Fund is established for the additional purpose of compliance with section 148 of the Code.
(c) Use of Proceeds. For purposes of the foregoing covenants (a)(1) and (a)(2), 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 Obligations
expended prior to the date of issuance of the Bonds. 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 that modify or expand provisions of the Code, as applicable to the Bonds, the Issuer will not be
required to comply with any covenant contained herein to the 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 Bonds under section 103 of the Code. In the event that regulations or rulings are
hereafter promulgated that impose additional requirements applicable to the Bonds, the Issuer agrees to
comply with the additional requirements to the extent necessary, in the opinion of nationally recognized bond
counsel, to preserve the exemption from federal income taxation of interest on the Bonds under section 103
of the Code. In furtherance of such intention, the Issuer hereby authorizes and directs the Mayor and each
Pricing Officer to execute any documents, certificates or reports required by the Code and to make such
elections, on behalf of the Issuer, that may be permitted by the Code as are consistent with the purpose for
the issuance of the Bonds.
(d) Disposition of Projects. The Issuer covenants that the property constituting the Projects will not
be sold or otherwise disposed in a transaction resulting in the receipt by the Issuer of cash or other
compensation, unless any action taken in connection with such disposition will not adversely affect the taxOrdinance No. 02102020
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exempt status of the Bonds. For purpose of the foregoing, the Issuer may rely on an opinion of nationallyrecognized bond counsel that the action taken in connection with such sale or other disposition will not
adversely affect the tax-exempt status of the Bonds. 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 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 10. SALE OF BONDS AND APPROVAL OF OFFICIAL STATEMENT; FURTHER
PROCEDURES.
(a) The Bonds shall be sold and delivered subject to the provisions of Section 1 and Section 3
through a negotiated sale, competitive sale or private placement and pursuant to the terms and provisions of
a purchase contract or a notice of sale and bidding instructions and official bid form (in either case, the
"Purchase Agreement") which the Pricing Officer is hereby authorized to execute and deliver and in which
the initial purchaser or purchasers (collectively, the "Initial Purchaser") of the Bonds shall be designated. The
Bonds shall initially be registered in the name of the Initial Purchaser thereof as set forth in the Pricing
Certificate.
(b) The Mayor and City Secretary are further authorized and directed to execute and deliver for and
on behalf of the Issuer copies of a Preliminary Official Statement and Official Statement, prepared in
connection with the offering of the Bonds by the Initial Purchaser, in final form as may be required by the
Initial Purchaser, and such final Official Statement in the form and content as approved by the Pricing Officer
or as manually executed by said officials shall be deemed to be approved by the City Council of the Issuer
and constitute the Official Statement authorized for distribution and use by the Purchasers. The form and
substance of the Preliminary Official Statement for the Bonds and any addenda, supplement or amendment
thereto, all as approved by the Pricing Officer, are hereby deemed to be approved in all respects by the City
Council of the Issuer, and the Preliminary Official Statement is hereby deemed final as of its date (except for
the omission of pricing and related information) within the meaning and for the purpose of paragraph (b)(1)
of the Rule (hereinafter defined).
(c) The Pricing Officer is authorized, in connection with effecting the sale of the Bonds, to obtain
from a municipal bond insurance company so designated in the Pricing Certificate (the "Insurer") a municipal
bond insurance policy (the "Insurance Policy") in support of the Bonds. To that end, should the Pricing
Officer exercise such authority and commit the Issuer to obtain a municipal bond insurance policy, for so long
as the Insurance Policy is in effect, the requirements of the Insurer relating to the issuance of the Insurance
Policy as set forth in the Pricing Certificate are incorporated by reference into this Ordinance and made a part
hereof for all purposes, notwithstanding any other provision of this Ordinance to the contrary. The Pricing
Officer shall have the authority to execute any documents to effect the issuance of the Insurance Policy by
the Insurer.
(d) The Mayor, the City Secretary the City Manager and each Pricing Officer shall be and they are
hereby expressly authorized, empowered and directed from time to time and at any time to do and perform
all such acts and things and to execute, acknowledge and deliver in the name and on behalf of the Issuer such
documents, certificates and other instruments, whether or not herein mentioned, as may be necessary or
desirable in order to carry out the terms and provisions of this Ordinance, the Pricing Certificate, the Bonds,
the sale of the Bonds and the Official Statement. In case any officer whose signature shall appear on any
Bond shall cease to be such officer before the delivery of such Bond, such signature shall nevertheless be
valid and sufficient for all purposes the same as if such officer had remained in office until such delivery.
Section 11. COMPLIANCE WITH RULE 15c2-12.
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(a)

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

"Financial Obligation" means a (a) debt obligation; (b) derivative instrument entered into in
connection with, or pledged as security or a source of payment for, an existing or planned debt
obligation; or (c) guarantee of a debt obligation or any such derivative instrument; provided that
“financial obligation” shall not include municipal securities (as defined in the Securities Exchange
Act of 1934, as amended) as to which a final official statement (as defined in the Rule) has been
provided to the MSRB consistent with the Rule.
"MSRB" means the Municipal Securities Rulemaking Board or any successor to its functions
under the Rule.
"Rule" means SEC Rule 15c2-12, as amended from time to time.
"SEC" means the United States Securities and Exchange Commission.
(b)

Annual Reports.

The Issuer shall provide annually to the MSRB, within twelve months after the end of each fiscal year
ending in or after 2020, financial information and operating data with respect to the Issuer of the general type
included in the Official Statement to the extent such information is customarily prepared by the Issuer and
is publicly available. Any financial statements so to be provided shall be (1) prepared in accordance with the
accounting principles described in the notes to the financial statements included in the Official Statement, 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 unaudited financial information that is
available to the Issuer by the required time and will provide audited financial statements for the applicable
fiscal year to the MSRB, when and if the audit report on such statements become available. Such information
shall be transmitted electronically to the MSRB, in such format and accompanied by such identifying
information as prescribed by the MSRB.
If the Issuer changes its fiscal year, it will notify the MSRB 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 Section. 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 MSRB or filed with the SEC.
(c)
Notice of Certain Events. (i) The Issuer shall file notice of any of the following events with
respect to the Bonds with the MSRB in a timely manner and not more than 10 business days after occurrence
of the event:
(1)
(2)
(3)
(4)
(5)
(6)

Principal and interest payment delinquencies;
Non-payment related defaults, if material;
Unscheduled draws on debt service reserves reflecting financial difficulties;
Unscheduled draws on credit enhancements reflecting financial difficulties;
Substitution of credit or liquidity providers, or their failure to perform;
Adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final
determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB), or other
material notices or determinations with respect to the tax status of the Bonds, or other
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(7)
(8)
(9)
(10)
(11)
(12)
(13)

(14)
(15)

(16)

material events affecting the tax status of the Bonds;
Modifications to rights of holders of the Bonds, if material;
Bond calls, if material, and tender offers;
Defeasances;
Release, substitution, or sale of property securing repayment of the Bonds, if material;
Rating changes;
Bankruptcy, insolvency, receivership, or similar event of the Issuer;
The consummation of a merger, consolidation, or acquisition involving the Issuer or the sale
of all or substantially all of the assets of the Issuer, other than in the ordinary course of
business, the entry into of a definitive agreement to undertake such an action or the
termination of a definitive agreement relating to any such actions, other than pursuant to its
terms, if material;
Appointment of a successor or additional Paying Agent/Registrar or the change of name of
a Paying Agent/Registrar, if material;
Incurrence of a Financial Obligation of the Issuer, if material, or agreement to covenants,
events of default, remedies, priority rights, or other similar terms of a Financial Obligation
of the Issuer, any of which affect security holders, if material; and
Default, event of acceleration, termination event, modification of terms, or other similar
events under the terms of a Financial Obligation of the Issuer, any of which reflect financial
difficulties.

For these purposes, (i) any event described in the immediately preceding paragraph (12) is considered
to occur when any of the following occur: the appointment of a receiver, fiscal agent, or similar officer for
the Issuer in a proceeding under the United States Bankruptcy Code or in any other proceeding under state
or federal law in which a court or governmental authority has assumed jurisdiction over substantially all of
the assets or business of the Issuer, or if such jurisdiction has been assumed by leaving the existing governing
body and officials or officers of the Issuer in possession but subject to the supervision and orders of a court
or governmental authority, or the entry of an order confirming a plan of reorganization, arrangement, or
liquidation by a court or governmental authority having supervision or jurisdiction over substantially all of
the assets or business of the Issuer., and (ii) the Issuer intends the words used in (15) and (16) in the
immediately preceding paragraphs and the definition of Financial Obligation in this Section to have the same
meanings as when they are used in the Rule, as evidenced by SEC Release No. 34-83885, dated August 20,
2018.
The Issuer shall file notice with the MSRB, in a timely manner, of any failure by the Issuer to provide
financial information or operating data in accordance with Subsection (b) of this Section by the time required
by such Subsection.
(d) Limitations, Disclaimers, and Amendments.
(i) The Issuer shall be obligated to observe and perform the covenants specified in this
Section for so long as, but only for so long as, the Issuer remains an "obligated person" with respect
to the Bonds within the meaning of the Rule, except that the Issuer in any event will give notice of
any deposit made in accordance with this Ordinance or applicable law that causes Bonds no longer
to be outstanding.
(ii) The provisions of this Section are for the sole benefit of the registered owners and
beneficial owners of the Bonds, and nothing in this Section, express or implied, shall give any benefit
or any legal or equitable right, remedy, or claim hereunder to any other person. The Issuer
undertakes to provide only the financial information, operating data, financial statements, and notices
which it has expressly agreed to provide pursuant to this Section and does not hereby undertake to
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provide any other information that may be relevant 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 Bonds at any future date.
(iii) 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 this Ordinance for purposes of any other provision of this
Ordinance. Nothing in this Section is intended or shall act to disclaim, waive, or otherwise limit the
duties of the Issuer under federal and state securities laws.
(v) Should the Rule be amended to obligate the Issuer to make filings with or provide notices
to entities other than the MSRB, the Issuer hereby agrees to undertake such obligation with respect
to the Bonds in accordance with the Rule as amended. The provisions of this Section may be
amended by the Issuer from time to time to adapt to changed circumstances that arise from a change
in legal requirements, a change in law, or a change in the identity, nature, status, or type of operations
of the Issuer, but only if (1) the provisions of this Section, as so amended, would have permitted an
underwriter to purchase or sell Bonds in the primary offering of the Bonds in compliance with the
Rule, taking into account any amendments or interpretations of the Rule 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 Ordinance that
authorizes such an amendment) of the outstanding Bonds 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 Bonds. 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 Bonds in the primary offering of the Bonds. 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 (b) of this Section an explanation, in narrative form, of the reason for the
amendment and of the impact of any change in the type of financial information or operating data
so provided.
Section 12. METHOD OF AMENDMENT. The Issuer hereby reserves the right to amend this
Ordinance subject to the following terms and conditions, to-wit:
(a) 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 that shall not materially adversely affect the interests
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of the holders, (iv) 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 (v) 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 that shall not in the opinion of nationally recognized bond counsel materially adversely
affect the interests of the holders.
(b) Except as provided in paragraph (a) above, the holders of Bonds aggregating in principal amount
51% of the aggregate principal amount of then outstanding Bonds that are the subject of a proposed
amendment shall have the right from time to time to approve any amendment hereto that 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 Bonds, nothing herein contained shall permit or be
construed to permit amendment of the terms and conditions of this Ordinance or in any of the Bonds so as
to:
(1) Make any change in the maturity of any of the outstanding Bonds;
(2) Reduce the rate of interest borne by any of the outstanding Bonds;
(3) Reduce the amount of the principal of, or redemption premium, if any, payable on any
outstanding Bonds;
(4) Modify the terms of payment of principal or of interest or redemption premium on
outstanding Bonds or any of them or impose any condition with respect to such payment; or
(5) Change the minimum percentage of the principal amount of the Bonds 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 Bonds a copy of the proposed amendment. Such
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 Bonds.
(d) Whenever at any time within one year from the date of mailing 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 Bonds then outstanding that are required for the amendment, which instrument or instruments
shall 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 Bonds shall
thereafter be determined, exercised, and enforced, subject in all respects to such amendment.
(f) Any consent given by the holder of a Bond pursuant to the provisions of this Section shall be
irrevocable for a period of six months from the date of such consent, and shall be conclusive and binding
upon all future holders of the same Bond during such period. Such consent may be revoked at any time after
six months from the date of such consent 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 Bonds then outstanding, have, prior to the attempted revocation, consented
to and approved the amendment.
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For the purposes of establishing ownership of the Bonds, the Issuer shall rely solely upon the
registration of the ownership of such Bonds on the registration books kept by the Paying Agent/Registrar.
Section 13. DEFAULT AND REMEDIES.
(a) Events of Default. Each of the following occurrences or events for the purpose of this Ordinance
is hereby declared to be an Event of Default:
(i) the failure to make payment of the principal of or interest on any of the Bonds when the
same becomes due and payable; or
(ii) default in the performance or observance of any other covenant, agreement or obligation
of the Issuer, the failure to perform which materially, adversely affects the rights of the Registered
Owners of the Bonds, including, but not limited to, their prospect or ability to be repaid in accordance
with this Ordinance, and the continuation thereof for a period of 60 days after notice of such default
is given by any Registered Owner to the Issuer.
(b) Remedies for Default.
(i) Upon the happening of any Event of Default, then and in every case, any Registered
Owner or an authorized representative thereof, including, but not limited to, a trustee or trustees
therefor, may proceed against the Issuer for the purpose of protecting and enforcing the rights of the
Registered Owners under this Ordinance, by mandamus or other suit, action or special proceeding
in equity or at law, in any court of competent jurisdiction, for any relief permitted by law, including
the specific performance of any covenant or agreement contained herein, or thereby to enjoin any act
or thing that may be unlawful or in violation of any right of the Registered Owners hereunder or any
combination of such remedies.
(ii) It is provided that all such proceedings shall be instituted and maintained for the equal
benefit of all Registered Owners of Bonds then outstanding.
(c) Remedies Not Exclusive.
(i) No remedy herein conferred or reserved is intended to be exclusive of any other available
remedy or remedies, but each and every such remedy shall be cumulative and shall be in addition to
every other remedy given hereunder or under the Bonds or now or hereafter existing at law or in
equity; provided, however, that notwithstanding any other provision of this Ordinance, the right to
accelerate the debt evidenced by the Bonds shall not be available as a remedy under this Ordinance.
(ii) The exercise of any remedy herein conferred or reserved shall not be deemed a waiver
of any other available remedy.
(iii) By accepting the delivery of a Bond authorized under this Ordinance, such Registered
Owner agrees that the certifications required to effectuate any covenants or representations contained
in this Ordinance do not and shall never constitute or give rise to a personal or pecuniary liability or
charge against the officers or employees of the Issuer or the City Council.
Section 14. APPROVAL OF ESCROW AGREEMENT AND TRANSFER OF FUNDS. In
furtherance of authority granted by Section 1207.007(b), Texas Government Code, the Mayor or the Pricing
Officer are further authorized to enter into and execute on behalf of the Issuer with the escrow agent named
therein, an escrow or similar agreement, in the form and substance as shall be approved by the Pricing
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Officer, which agreement will provide for the payment in full of the Refunded Obligations. In addition, the
Mayor or the Pricing Officer is authorized to purchase such securities, to execute such subscriptions for the
purchase of the Escrowed Securities (as defined in the agreement), if any, and to authorize such contributions
for the escrow fund as provided in the agreement.
Section 15. REDEMPTION OF REFUNDED OBLIGATIONS.
(a) Subject to execution and delivery of the Purchase Agreement with the Initial Purchaser, the Issuer
hereby directs that the Refunded Obligations be called for redemption on the dates and at such prices as set
forth in the Pricing Certificate. The Pricing Officer is hereby authorized and directed to issue or cause to be
issued Notice of Redemption of the Refunded Obligations in substantially the form set forth in Exhibit A
attached hereto, completed with information from the Pricing Certificate, to the paying agents for the
Refunded Obligations.
(b) In addition, the paying agent for the Refunded Obligations is hereby directed to provide the
appropriate notices of redemption and defeasance as specified by the ordinance authorizing the issuance of
Refunded Obligations and is hereby directed to make appropriate arrangements so that the Refunded
Obligations may be redeemed on their redemption dates. The Refunded Obligations shall be presented for
redemption at the paying agent therefor, and shall not bear interest after the date fixed for redemption.
(c) If the redemption of the Refunded Obligations results in the partial refunding of any maturity of
the Refunded Obligations, the Pricing Officer shall direct the paying agent/registrar for the Refunded
Obligations to designate at random and by lot which of the Refunded Obligations will be payable from and
secured solely from ad valorem taxes of the Issuer pursuant to the ordinance of the Issuer authorizing the
issuance of such Refunded Obligations (the "Refunded Bond Ordinance"). The paying agent/registrar shall
notify by first-class mail all registered owners of all affected bonds of such maturities that: (i) a portion of
such bonds have been refunded and are secured until final maturity solely with cash and investments
maintained by the Escrow Agent in the Escrow Fund, (ii) the principal amount of all affected bonds of such
maturities registered in the name of such registered owner that have been refunded and are payable solely
from cash and investments in the Escrow Fund and the remaining principal amount of all affected bonds of
such maturities registered in the name of such registered owner, if any, have not been refunded and are
payable and secured solely from ad valorem taxes of the Issuer described in the Refunded Obligation
Ordinance, (iii) the registered owner is required to submit his or her Refunded Obligations to the paying
agent/registrar, for the purposes of re-registering such registered owner's bonds and assigning new CUSIP
numbers in order to distinguish the source of payment for the principal and interest on such bonds, and (iv)
payment of principal of and interest on such bonds may, in some circumstances, be delayed until such bonds
have been re-registered and new CUSIP numbers have been assigned as required by (iii) above.
(d) The source of funds for payment of the principal of and interest on the Refunded Obligations on
their respective maturity or redemption dates shall be from the funds deposited with the Escrow Agent
pursuant to the Escrow Agreement approved in Section 14 of this Ordinance.
Section 16. APPROPRIATION. To pay the debt service coming due on the Bonds, if any (as
determined by the Pricing Certificate) prior to receipt of the taxes levied to pay such debt service, there is
hereby appropriated from current funds on hand, which are hereby certified to be on hand and available for
such purpose, an amount sufficient to pay such debt service, and such amount shall be used for no other
purpose.
Section 17. SEVERABILITY. If any section, article, paragraph, sentence, clause, phrase or word
in this Ordinance, or application thereof to any persons or circumstances is held invalid or unconstitutional
by a court of competent jurisdiction, such holding shall not affect the validity of the remaining portion of this
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Ordinance, despite such invalidity, which remaining portions shall remain in full force and effect.
Section 18. EFFECTIVE DATE. In accordance with the provisions of V.T.C.A., Government Code,
Section 1201.028, this Ordinance shall be effective immediately upon its adoption by the City Council.
Section 19. DESIGNATION AS QUALIFIED TAX-EXEMPT OBLIGATIONS. The Issuer hereby
designates the Bonds as "qualified tax-exempt obligations" as defined in section 265(b)(3) of the Code,
conditioned upon the purchaser identified in Section 9 hereof certifying that the aggregate initial offering
price of the Bonds to the public (excluding any accrued interest) is no greater than $10 million (or such other
amount permitted by such section 265 of the Code). Assuming such condition is met, the Issuer represents,
covenants and warrants the following: (a) that during the calendar year in which the Bonds are issued, the
Issuer (including any subordinate entities) has not designated nor will designate tax-exempt obligations,
which when aggregated with the Bonds, will result in more than $10,000,000 of "qualified tax-exempt
obligations" being issued; (b) that the Issuer reasonably anticipates that the amount of tax-exempt obligations
issued, during the calendar year in which the Bonds 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 this Section, in order that the Bonds will not be considered "private
activity bonds" within the meaning of section 141 of the Code.
[Execution Page Follows]
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SCHEDULE I
SCHEDULE OF ELIGIBLE REFUNDED OBLIGATIONS

City of Merkel, Texas, Tax and Waterworks and Sewer System Surplus Revenue Certificates of Obligation,
Series 1994, dated September 1, 1994, maturing on September 1 in each of the years 2020 through 2024,
inclusive, in the aggregate principal amount of $110,000.
City of Merkel, Texas, Combination Tax and Revenue Certificates of Obligation, Series 2008, dated
November 1, 2008, maturing on September 1 in each of the years 2020 through 2047, inclusive, in the
aggregate principal amount of $2,004,000.
City of Merkel, Texas, Combination Tax and Waterworks and Sewer System Surplus Revenue Certificates
of Obligation, Series 2009, dated January 1, 2009, maturing on September 1 in each of the years 2020 through
2048, inclusive, in the aggregate principal amount of $2,675,000.
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EXHIBIT A
NOTICE OF REDEMPTION
CUSIP Prefix No. 590060
NOTICE IS HEREBY GIVEN that the City of Merkel, Texas has called for redemption the
outstanding Certificates of Obligation of the City described as follows (the "Refunded Obligations"):
City of Merkel, Texas, [______________________________] Revenue Certificates of
Obligation, Series 20___, dated ____________, 20__, maturing September 1 in each of the
years 20__ through 20__, inclusive, in the aggregate principal amount of $____________,
to the call date of the Refunded Obligations so called for redemption at a price of par plus
accrued interest. Call date: April 10, 2020.
On April 10, 2020, interest on the Refunded Obligations shall cease to accrue and be
payable.
THE REFUNDED OBLIGATIONS shall be redeemed in whole at
____________________________, as the Paying Agent/Registrar for said Refunded Obligations. Upon
presentation of the Refunded Obligations at the Paying Agent/Registrar on the aforementioned redemption
date, the holder thereof shall be entitled to receive the redemption price equal to par and accrued interest to
the redemption date.
NOTICE IS GIVEN that due and proper arrangements have been made for providing the place of
payment of said Refunded Obligations called for redemption with funds sufficient to pay the principal amount
of said Refunded Obligations and the interest thereon to the redemption date. In the event said Refunded
Obligations, or any of them are not presented for redemption by the date fixed for their redemption, they shall
not thereafter bear interest.
UNDER THE PROVISIONS of Section 3406 of the Internal Revenue Code of 1986, as amended
paying agents making payments of interest and principal on municipal securities may be obligated to withhold
a tax from remittance to individuals who have failed to furnish the paying agent with a valid taxpayer
identification number. Registered holders who wish to avoid the imposition of the tax should submit certified
taxpayer identification numbers (via form W-9) when presenting the Refunded Obligations for payment.
THIS NOTICE is issued and given pursuant to the redemption provisions in the proceedings
authorizing the issuance of the aforementioned Refunded Obligations and in accordance with the recitals and
provisions of said Refunded Obligations.
NOTICE IS FURTHER GIVEN that the Refunded Obligations should be submitted to the following
address:
[NAME OF PAYING AGENT/REGISTRAR]
[ADDRESS]
[CITY], [STATE], [ZIP]
CITY OF MERKEL, TEXAS
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PRICING CERTIFICATE
I, the undersigned City Manager of the City of Merkel, Texas (the "City"), acting as Pricing Officer
pursuant to the authority granted to me by the ordinance adopted by the City Council of the City on
February 10, 2020 (the "Bond Ordinance") relating to the issuance of the City of Merkel, Texas General
Obligation Refunding Bonds, Series 2020 (the "Bonds") hereby find, determine and commit on behalf of
the City to sell and deliver the Bonds on the following terms:
1.
Ordinance.

Capitalized terms not otherwise defined herein have the meaning assigned in the Bond

2.
The Bonds are hereby sold and shall be delivered to Raymond James & Associates, Inc.
(the “Underwriter”), for cash at a price of $4,897,023.52 (being the par amount of the Bonds, plus a
premium of $553,264.60, less and underwriter's discount of $36,241.08), according to the following terms:
A.
The aggregate principal amount of the Bonds shall be $4,380,000, and the Bonds
shall be entitled City of Merkel, Texas General Obligation Refunding Bonds, Series 2020.
B.
The Bonds shall be dated April 1, 2020, shall be numbered from R-1 upwards
(except that the initial Bond shall be numbered T-1) and shall mature and bear interest from their date of
delivery to the Underwriter as follows:
Maturity Date

Principal
Amount ($)

Interest
Rate (%)

September 1, 2021
September 1, 2022
September 1, 2023
September 1, 2024
September 1, 2025
September 1, 2026
September 1, 2027
September 1, 2028
September 1, 2029
September 1, 2030
September 1, 2034
September 1, 2037
September 1, 2040
September 1, 2042
September 1, 2044
September 1, 2048

120,000
120,000
125,000
130,000
110,000
110,000
115,000
115,000
120,000
125,000
550,000
480,000
535,000
385,000
425,000
815,000

3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
4.000
4.000
4.000
4.000
4.000
4.000

C.
The true interest cost on the Bonds is 2.939206%, and the net effective interest rate
(as defined in Chapter 1204, Texas Government Code, as amended) for the Bonds does not exceed 15.00%.
D.

The delivery date of the Bonds shall be April 17, 2020.
1

E.
The Paying Agent/Registrar for the Bonds shall be UMB Bank, N.A. No escrow
or deposit agreement will be utilized in connection with the refunding and redemption of the
Refunded Obligations.
F.
Interest on the Bonds shall be payable semiannually on March 1 and September 1
of each year, commencing September 1, 2020. The record date for the Bonds shall be the fifteenth
calendar day of the month preceding an interest payment date.
G.

The Bonds shall be subject to redemption at set forth in Exhibit C hereto.

H.

The Initial Bond shall be initially registered in the name of the Underwriter.

I.
The Bonds shall be initially issued in Book-Entry-Only form, in accordance with
Section 3(g) of the Ordinance, and the definitive Bonds shall be registered in the name of CEDE &
Co.
3.
The Bonds are in amounts sufficient to refund the Refunded Obligations and to pay the
costs of issuing the Bonds.
4.
The issuance of the Bonds produces a gross debt service savings of $1,565,581.16 and a
present value savings of $1,168,735.79, net of any Issuer contribution to the refunding, being equal to
24.439143% net present value savings for the Refunded Obligations.
5.
In accordance with Sections 2 and 15 of the Ordinance, the Eligible Refunded Obligations
that are to be refunded in connection with the issuance of the Bonds (the "Refunded Obligations") are
designated and set forth in Exhibit A attached hereto. The Refunded Obligations are hereby called for
redemption on the dates set forth in Exhibit A hereto, at a redemption price of par plus accrued interest to
such redemption date. A form of notice of redemption is attached hereto as Exhibit B.
6.
The form of Bond, completed in accordance with the terms of sale set forth herein, is
attached hereto as Exhibit C.
7.
In satisfaction of Section 1201.022(a)(3), Texas Government Code, and upon consultation
with the City’s Financial Advisor, the undersigned hereby determines that the final terms of the Bonds as
set forth in this Certificate are in the City’s best interests.
8.
Pursuant to Section 10(b) of the Ordinance, and in the name of the Issuer, distribution and
use of the Preliminary Official Statement and the final Official Statement by the Underwriter is authorized
and approved.
[Remainder of Page Intentionally Left Blank]
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EXHIBIT A
SCHEDULE OF REFUNDED OBLIGATIONS
City of Merkel, Texas, Tax and Waterworks and Sewer System Surplus Revenue Certificates of Obligation,
Series 1994, dated September 1, 1994, maturing on September 1 in each of the years 2020 through 2024,
inclusive, in the aggregate principal amount of $110,000.
Called for redemption on April 17, 2020 at a price of par plus accrued interest.
City of Merkel, Texas, Combination Tax and Revenue Certificates of Obligation, Series 2008, dated
November 1, 2008, maturing on September 1 in each of the years 2020 through 2047, inclusive, in the
aggregate principal amount of $2,004,000.
Called for redemption on April 17, 2020 at a price of par plus accrued interest.
City of Merkel, Texas, Combination Tax and Waterworks and Sewer System Surplus Revenue Certificates
of Obligation, Series 2009, dated January 1, 2009, maturing on September 1 in each of the years 2020
through 2048, inclusive, in the aggregate principal amount of $2,675,000.
Called for redemption on April 17, 2020 at a price of par plus accrued interest.
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EXHIBIT B
NOTICE OF REDEMPTION
NOTICE IS HEREBY GIVEN that the City of Merkel, Texas has called for redemption the
outstanding Certificates of Obligation of the City described as follows (the "Refunded Obligations"):
City of Merkel, Texas, Tax and Waterworks and Sewer System Surplus Revenue
Certificates of Obligation, Series 1994, dated September 1, 1994, maturing on
September 1 in each of the years 2020 through 2024, inclusive, in the aggregate
principal amount of $110,000, to the call date of the Refunded Obligations so called
for redemption at a price of par plus accrued interest. Call date: April 17, 2020.
On April 17, 2020, interest on the Refunded Obligations shall cease to accrue and be
payable.
THE REFUNDED OBLIGATIONS shall be redeemed in whole at Prosperity Bank in Merkel,
Texas, as the Paying Agent/Registrar for said Refunded Obligations. Upon presentation of the Refunded
Obligations at the Paying Agent/Registrar on the aforementioned redemption date, the holder thereof shall
be entitled to receive the redemption price equal to par and accrued interest to the redemption date.
NOTICE IS GIVEN that due and proper arrangements have been made for providing the place of
payment of said Refunded Obligations called for redemption with funds sufficient to pay the principal
amount of said Refunded Obligations and the interest thereon to the redemption date. In the event said
Refunded Obligations, or any of them are not presented for redemption by the date fixed for their
redemption, they shall not thereafter bear interest.
UNDER THE PROVISIONS of Section 3406 of the Internal Revenue Code of 1986, as amended
paying agents making payments of interest and principal on municipal securities may be obligated to
withhold a tax from remittance to individuals who have failed to furnish the paying agent with a valid
taxpayer identification number. Registered holders who wish to avoid the imposition of the tax should
submit certified taxpayer identification numbers (via form W-9) when presenting the Refunded Obligations
for payment.
THIS NOTICE is issued and given pursuant to the redemption provisions in the proceedings
authorizing the issuance of the aforementioned Refunded Obligations and in accordance with the recitals
and provisions of said Refunded Obligations.
NOTICE IS FURTHER GIVEN that the Refunded Obligations should be submitted to the
following address:
Mrs. Lauren Rios
Prosperity Bank
111 Edwards St.
Merkel, TX 79536
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NOTICE OF REDEMPTION
NOTICE IS HEREBY GIVEN that the City of Merkel, Texas has called for redemption the
outstanding Certificates of Obligation of the City described as follows (the "Refunded Obligations"):
City of Merkel, Texas, Combination Tax and Revenue Certificates of Obligation,
Series 2008, dated November 1, 2008, maturing on September 1 in each of the years
2020 through 2047, inclusive, in the aggregate principal amount of $2,004,000, to the
call date of the Refunded Obligations so called for redemption at a price of par plus
accrued interest. Call date: April 17, 2020.
On April 17, 2020, interest on the Refunded Obligations shall cease to accrue and be
payable.
THE REFUNDED OBLIGATIONS shall be redeemed in whole at Prosperity Bank in Merkel,
Texas, as the Paying Agent/Registrar for said Refunded Obligations. Upon presentation of the Refunded
Obligations at the Paying Agent/Registrar on the aforementioned redemption date, the holder thereof shall
be entitled to receive the redemption price equal to par and accrued interest to the redemption date.
NOTICE IS GIVEN that due and proper arrangements have been made for providing the place of
payment of said Refunded Obligations called for redemption with funds sufficient to pay the principal
amount of said Refunded Obligations and the interest thereon to the redemption date. In the event said
Refunded Obligations, or any of them are not presented for redemption by the date fixed for their
redemption, they shall not thereafter bear interest.
UNDER THE PROVISIONS of Section 3406 of the Internal Revenue Code of 1986, as amended
paying agents making payments of interest and principal on municipal securities may be obligated to
withhold a tax from remittance to individuals who have failed to furnish the paying agent with a valid
taxpayer identification number. Registered holders who wish to avoid the imposition of the tax should
submit certified taxpayer identification numbers (via form W-9) when presenting the Refunded Obligations
for payment.
THIS NOTICE is issued and given pursuant to the redemption provisions in the proceedings
authorizing the issuance of the aforementioned Refunded Obligations and in accordance with the recitals
and provisions of said Refunded Obligations.
NOTICE IS FURTHER GIVEN that the Refunded Obligations should be submitted to the
following address:
Mrs. Lauren Rios
Prosperity Bank
111 Edwards St.
Merkel, TX 79536
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NOTICE OF REDEMPTION
CUSIP Prefix No. 590060
NOTICE IS HEREBY GIVEN that the City of Merkel, Texas has called for redemption the
outstanding Certificates of Obligation of the City described as follows (the "Refunded Obligations"):
City of Merkel, Texas, Combination Tax and Waterworks and Sewer System Surplus
Revenue Certificates of Obligation, Series 2009, dated January 1, 2009, maturing on
September 1 in each of the years 2020 through 2048, inclusive, in the aggregate
principal amount of $2,675,000, to the call date of the Refunded Obligations so called
for redemption at a price of par plus accrued interest. Call date: April 17, 2020.
On April 17, 2020, interest on the Refunded Obligations shall cease to accrue and be
payable.
THE REFUNDED OBLIGATIONS shall be redeemed in whole at Wells Fargo Bank National
Association in Minneapolis, Minnesota, as the Paying Agent/Registrar for said Refunded Obligations.
Upon presentation of the Refunded Obligations at the Paying Agent/Registrar on the aforementioned
redemption date, the holder thereof shall be entitled to receive the redemption price equal to par and accrued
interest to the redemption date.
NOTICE IS GIVEN that due and proper arrangements have been made for providing the place of
payment of said Refunded Obligations called for redemption with funds sufficient to pay the principal
amount of said Refunded Obligations and the interest thereon to the redemption date. In the event said
Refunded Obligations, or any of them are not presented for redemption by the date fixed for their
redemption, they shall not thereafter bear interest.
UNDER THE PROVISIONS of Section 3406 of the Internal Revenue Code of 1986, as amended
paying agents making payments of interest and principal on municipal securities may be obligated to
withhold a tax from remittance to individuals who have failed to furnish the paying agent with a valid
taxpayer identification number. Registered holders who wish to avoid the imposition of the tax should
submit certified taxpayer identification numbers (via form W-9) when presenting the Refunded Obligations
for payment.
THIS NOTICE is issued and given pursuant to the redemption provisions in the proceedings
authorizing the issuance of the aforementioned Refunded Obligations and in accordance with the recitals
and provisions of said Refunded Obligations.
NOTICE IS FURTHER GIVEN that the Refunded Obligations should be submitted to the
following address:
Registered / Certified
Wells Fargo Bank Minnesota, N.A.
Corporate Trust Operations
P. O. Box 1517
Minneapolis, MN 55480-1517

Air Courier
Wells Fargo Bank Minnesota, N.A.
Corporate Trust Operations
N9303-121
6th & Marquette Avenue
Minneapolis, MN 55479
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In Person
Wells Fargo Bank Minnesota, N.A.
Corporate Trust Operations
12th Floor
608 2nd Avenue South
Minneapolis, MN

EXHIBIT C
FORM OF BOND
(a) Form of Bond.
NO. R-

UNITED STATES OF AMERICA
STATE OF TEXAS

PRINCIPAL
AMOUNT
$________

CITY OF MERKEL, TEXAS
GENERAL OBLIGATION REFUNDING BOND
SERIES 2020
INTEREST RATE

DATE OF BONDS

MATURITY DATE

CUSIP NO.

______%

April 1, 2020

September 1, 20__

____________

REGISTERED OWNER:
PRINCIPAL AMOUNT:

DOLLARS

ON THE MATURITY DATE specified above, the City of Merkel, in Taylor 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 April 17, 2020 at the Interest Rate per annum specified above. Interest is
payable on September 1, 2020 and semiannually on each March 1 and September 1 thereafter to the
Maturity Date specified above, or the date of redemption prior to maturity; except, if this Bond 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 Bond or Bonds, if any, for which this Bond is being exchanged is due but has not been paid, then this
Bond shall bear interest from the date to which such interest has been paid in full.
THE PRINCIPAL OF AND INTEREST ON this Bond are payable in lawful money of the United
States of America, without exchange or collection charges. The principal of this Bond shall be paid to the
registered owner hereof upon presentation and surrender of this Bond at maturity, or upon the date fixed for
its redemption prior to maturity, at the principal corporate trust office of UMB Bank, N.A. in Austin, Texas,
which is the "Paying Agent/Registrar" for this Bond. The payment of interest on this Bond shall be made
by the Paying Agent/Registrar to the registered owner hereof on each interest payment date by check or
draft, dated as of such interest payment date, drawn by the Paying Agent/Registrar on, and payable solely
from, funds of the Issuer required by the ordinance authorizing the issuance of this Bond (the "Bond
Ordinance") to be on deposit with the Paying Agent/Registrar for such purpose as hereinafter provided; and
such check or draft shall be sent by the Paying Agent/Registrar by United States mail, first-class postage
prepaid, on each such interest payment date, to the registered owner hereof, at its address as it appeared at
the close of business on the fifteenth calendar 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 a non-payment of interest on a
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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 Bond 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 Bond prior to
maturity as provided herein shall be paid to the registered owner upon presentation and surrender of this
Bond for payment or redemption at the principal corporate trust office of the Paying Agent/Registrar. The
Issuer covenants with the registered owner of this Bond that on or before each principal payment date and
interest payment date for this Bond it will make available to the Paying Agent/Registrar, from the "Interest
and Sinking Fund" created by the Bond Ordinance, the amounts required to provide for the payment, in
immediately available funds, of all principal of and interest on the Bonds, when due.
IF THE DATE for any payment of the principal of or interest on this Bond shall be a Saturday,
Sunday, a legal holiday or a day on which banking institutions in the city where the principal corporate trust
office of the Paying Agent/Registrar is located are authorized by law or executive order to close, then the
date for such payment shall be the next succeeding day that is not such a Saturday, Sunday, legal holiday or
day on which banking institutions are authorized to close; and payment on such date shall have the same
force and effect as if made on the original date payment was due.
THIS BOND is one of a series of Bonds dated April 1, 2020 authorized in accordance with the
Constitution and laws of the State of Texas in the principal amount of $4,380,000 for the public purposes of
refunding certain outstanding obligations of the Issuer, and to pay the costs incurred in connection with the
issuance of the Bonds.
ON SEPTEMBER 1, 2030, or on any date thereafter, the Bonds of this series may be redeemed
prior to their scheduled maturities, at the option of the Issuer, with funds derived from any available and
lawful source, as a whole, or in part, and, if in part, the particular Bonds, or portions thereof, to be redeemed
shall be selected and designated by the Issuer (provided that a portion of a Bond 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.
THE BONDS OF THIS SERIES MATURING ON September 1 in the years 2034, 2037, 2040,
2042, 2044 and 2048 (the “Term Bonds”) are additionally subject to mandatory sinking fund redemption
prior to maturity in part at random, by lot or other customary method selected by the Paying
Agent/Registrar, at the principal amount thereof plus accrued interest to the redemption date, in amounts
sufficient to redeem said Term Bonds on September 1 in the years and in the principal amounts shown on
the following schedule:
Term Bond Maturing
September 1, 2034
Principal
Amount
Year
2031
$130,000
2032
135,000
2033
140,000
2034(1)
145,000

Term Bond Maturing
September 1, 2037
Principal
Amount
Year
2035
$155,000
2036
160,000
(1)
2037
165,000
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Term Bond Maturing
September 1, 2040
Principal
Amount
Year
2038
$170,000
2039
180,000
(1)
2040
185,000

Term Bond Maturing
September 1, 2042
Principal
Amount
Year
2041
$190,000
2042(1)
195,000

(1)

Term Bond Maturing
September 1, 2044
Principal
Amount
Year
2043
$210,000
2044(1)
215,000

Term Bond Maturing
September 1, 2048
Principal
Amount
Year
2045
$220,000
2046
235,000
2047
240,000
2048(1)
120,000

Stated maturity.

The principal amount of said Term Bonds to be redeemed pursuant to the operation of such mandatory
sinking fund redemption provision shall be reduced, at the option of the Issuer, by the principal amount of
said Term Bonds of the respective maturity which, at least 45 days prior to the mandatory sinking fund
redemption date, (1) shall have been acquired by the Issuer at a price not exceeding the principal amount of
such Term Bonds plus accrued interest to the date of purchase thereof, and delivered to the Paying
Agent/Registrar for cancellation, (2) shall have been purchased and canceled by the Paying Agent/Registrar
at the request of the Issuer at a price not exceeding the principal amount of such Term Bonds plus accrued
interest to the date of purchase, or (3) shall have been redeemed pursuant to the optional redemption
provisions above and not theretofore credited against a mandatory sinking fund redemption requirement.
IF AT THE TIME OF MAILING of notice of optional redemption there shall not have either been
deposited with the Paying Agent/Registrar or legally authorized escrow agent immediately available funds
sufficient to redeem all the Bonds called for redemption, such notice may state that it is conditional, and is
subject to the deposit of the redemption moneys with the Paying Agent/Registrar or legally authorized
escrow agent at or prior to the redemption date. If such redemption is not effectuated, the Paying
Agent/Registrar shall, within five days thereafter, give notice in the manner in which the notice of
redemption was given that such moneys were not so received and shall rescind the redemption.
AT LEAST 30 days prior to the date fixed for any redemption of Bonds or portions thereof prior to
maturity a written notice of such redemption shall be sent by the Paying Agent/Registrar by United States
mail, first-class postage prepaid, at least 30 days prior to the date fixed for any such redemption, to the
registered owner of each Bond to be redeemed at its address as it appeared on the 45th day prior to such
redemption date; 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 Bond. 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
Bonds or portions thereof that 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 Bonds or portions thereof that 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 Bond shall be redeemed, a
substitute Bond or Bonds having the same maturity date, bearing interest at the same rate, in any
denomination or denominations in any integral multiple of $5,000, at the written request of the registered
owner, and in aggregate principal amount equal to the unredeemed portion thereof, will be issued to the
registered owner upon the surrender thereof for cancellation, at the expense of the Issuer, all as provided in
the Bond Ordinance.
ALL BONDS OF THIS SERIES are issuable solely as fully registered bonds, without interest
coupons, in the denomination of any integral multiple of $5,000. As provided in the Bond Ordinance, this
Bond may, at the request of the registered owner or the assignee or assignees hereof, be assigned,
transferred, converted into and exchanged for a like aggregate principal amount of fully registered Bonds,
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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 Bond to the Paying Agent/Registrar for cancellation, all in accordance with the form and procedures set
forth in the Bond Ordinance. Among other requirements for such assignment and transfer, this Bond 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 Bond or any portion or portions hereof in any integral multiple of $5,000 to the assignee
or assignees in whose name or names this Bond or any such portion or portions hereof is or are to be
registered. The form of Assignment printed or endorsed on this Bond 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 Bond
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 Bond 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 (ii) with respect to any Bond 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 Bonds is changed by the Issuer, resigns, or
otherwise ceases to act as such, the Issuer has covenanted in the Bond 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 Bonds.
IT IS HEREBY certified, recited and covenanted that this Bond 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 Bond have been
performed, existed and been done in accordance with law; and that annual ad valorem taxes sufficient to
provide for the payment of the interest on and principal of this Bond, 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.
THE ISSUER HAS RESERVED THE RIGHT to amend the Bond Ordinance as provided therein,
and under some (but not all) circumstances amendments thereto must be approved by the registered owners
of a majority in aggregate principal amount of the outstanding Bonds.
BY BECOMING the registered owner of this Bond, the registered owner thereby acknowledges all
of the terms and provisions of the Bond Ordinance, agrees to be bound by such terms and provisions,
acknowledges that the Bond Ordinance is duly recorded and available for inspection in the official minutes
and records of the governing body of the Issuer, and agrees that the terms and provisions of this Bond and
the Bond Ordinance constitute a contract between each registered owner hereof and the Issuer.
IN WITNESS WHEREOF, the Issuer has caused this Bond to be signed with the manual or
facsimile signature of the Mayor of the Issuer (or in the absence of the Mayor, the Mayor Pro Tem 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 Bond.
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(signature)
City Secretary

(signature)
Mayor

(SEAL)
(b) Form of Paying Agent/Registrar's Authentication Certificate.
PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE
(To be executed if this Bond 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 Bond has been issued under the provisions of the Bond Ordinance
described in the text of this Bond; and that this Bond has been issued in conversion or replacement of, or in
exchange for, a Bond, Bonds, or a portion of a Bond or Bonds of a series that 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:

.

UMB Bank, N.A.
Austin, Texas
Paying Agent/Registrar
By: ______________________________________
Authorized Representative

(c) Form of Assignment.
ASSIGNMENT
(Please print or type clearly)
For value received, the undersigned hereby sells, assigns and transfers unto:

Transferee's Social Security or Taxpayer Identification Number:
Transferee's name and address, including zip code:

the within Bond and all rights thereunder, and hereby irrevocably constitutes and appoints
, attorney, to register the transfer of
the within Bond 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 an
eligible guarantor institution participating in a
securities transfer association recognized signature
guarantee program.
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NOTICE: The signature above must correspond
with the name of the registered owner as it appears
upon the front of this Bond in every particular,
without alteration or enlargement or any change
whatsoever.

(d) Form of Registration Certificate of the Comptroller of Public Accounts.
COMPTROLLER'S REGISTRATION CERTIFICATE: REGISTER NO.
I hereby certify that there is on file and of record in my office a true and correct copy of the opinion
of the Attorney General of the State of Texas approving this Bond and that this Bond has been registered
this day by me.
Witness my signature and seal this ______________________.

___________________________________________
Comptroller of Public Accounts of the State of Texas
(COMPTROLLER'S SEAL)
(e) Initial Bond Insertions.
(i) The initial Bond shall be in the form set forth is paragraph (a) of this Section, except
that:
A. immediately under the name of the Bond, 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 MERKEL, TEXAS, in Taylor 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 September 1 in each of the
years, in the principal installments and bearing interest at the per annum rates set forth in the following
schedule:
Maturity Date

Principal Amount ($)

Interest Rate (%)

(Information from Section 2 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 April 17, 2020 at the respective Interest Rate per annum
specified above. Interest is payable on September 1, 2020, and semiannually on each March 1 and
September 1 thereafter to the date of payment of the principal installment specified above, or the date of
redemption prior to maturity; except, that if this Bond 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 Bond or Bonds, if any, for which this
Bond is being exchanged is due but has not been paid, then this Bond shall bear interest from the date to
which such interest has been paid in full."
C. The Initial Bond shall be numbered "T-1."
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This Preliminary Official Statement and the information contained herein are subject to completion or amendment. These securities may not be sold nor may offers to buy be accepted prior to the time the Official
Statement is delivered in final form. Under no circumstances shall this Preliminary Official Statement constitute an offer to sell or the solicitation of an offer to buy nor shall there be any sale of these securities in any
jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such jurisdiction.

PRELIMINARY OFFICIAL STATEMENT
Dated: March 26, 2020

NEW ISSUE: Book-Entry-Only

S&P Insured Rating “AA”
S&P Underlying “A+”
(See “RATINGS” herein)

In the opinion of Bond Counsel, interest on the Bonds will be excludable from gross income for federal income tax purposes under
statutes, regulations, published rulings and court decisions existing on the date thereof, subject to the matters described under
“TAX MATTERS” herein.

THE BONDS WILL BE DESIGNATED
AS “QUALIFIED TAX-EXEMPT OBLIGATIONS” FOR FINANCIAL INSTITUTIONS.
$4,340,000*
CITY OF MERKEL, TEXAS
(Taylor County)
General Obligation Refunding Bonds, Series 2020
Dated Date: April 1, 2020
Due: September 1, as shown on inside cover
*
PAYMENT TERMS… Interest on the $4,340,000 City of Merkel, Texas, General Obligation Refunding Bonds, Series
2020 (the “Bonds”), will accrue from their delivery date to the underwriter listed below (the “Underwriter”) and will
be payable March 1 and September 1 of each year, commencing on September 1, 2020. The Bonds will be issued
only in fully registered form in principal denominations of $5,000 or any integral multiple thereof. Principal of the
Bonds will be payable to the registered owner (the “Owner”) at maturity or prior redemption upon presentation at the
principal corporate office of the paying agent/registrar (the “Paying Agent/Registrar”), initially UMB Bank, N.A.,
Austin, Texas. The Bonds will be initially registered in the name of Cede & Co., as nominee for The Depository Trust
Company, New York, New York (“DTC”). DTC will be responsible for distributing the principal and interest
payments to the participating members of DTC and the participating members will be responsible for distributing the
payment to the owners of beneficial interests in the Bonds. See “BOOK-ENTRY-ONLY SYSTEM” herein.
PURPOSE… Proceeds from the sale of the Bonds will be used to refund certain obligations of the City described in
Schedule I (the “Refunded Obligations”) for debt service savings and to pay the costs associated with the issuance of
the Bonds. See “THE BONDS – Sources and Uses of Funds” herein.
REDEMPTION… The Bonds maturing on and after September 1, 20__, are subject to optional redemption in whole or
in part on September 1, 20__, or on any date thereafter at a redemption price equal to the principal amount thereof
plus accrued interest as more fully described herein. Certain of the Bonds may be subject to mandatory sinking fund
redemption in the event the Underwriter elects to aggregate two or more maturities as term Bonds. See “THE
BONDS – Optional Redemption” and “ – Mandatory Redemption” herein.
SECURITY AND SOURCE OF PAYMENT… The Bonds will constitute direct obligations of the City of Merkel, Texas
(the “City”), payable from ad valorem taxes levied against all taxable property within the City within the limits
prescribed by law as provided in the ordinance authorizing the Bonds.

Insurance
The scheduled payment of principal and interest on the Bonds when due will be guaranteed under a
municipal bond insurance policy to be issued concurrently with the delivery of the Bonds by Build America Mutual
Assurance Company (“BAM”). BAM’s financial strength is rated “AA/Stable” by S&P Global Ratings, a business
unit of Standard & Poor's Financial Services LLC (“S&P”).

See Principal Amounts, Maturities, Interest Rates, and Prices on the Inside Cover Page
LEGALITY… The Bonds are offered when, as and if issued, subject to the approval of legality by the Attorney General
of the State of Texas and McCall, Parkhurst & Horton L.L.P., Bond Counsel, Dallas, Texas. Certain legal matters
will be passed upon for the Underwriter by its counsel, Orrick, Herrington & Sutcliffe LLP, Houston, Texas.
DELIVERY… The Bonds are expected to be available for delivery to the Underwriter through DTC on or about
April __, 2020.
RAYMOND JAMES & ASSOCIATES, INC.
*

Preliminary, subject to change

MATURITY SCHEDULE
$4,340,000* General Obligation Refunding Bonds, Series 2020

Maturity
(9/1)(a)
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048

Principal
Amount*

Interest
Rate

Initial
Yield/Price(b)

CUSIP(c)

____________________________
*
Preliminary, subject to change
(a) The Bonds maturing on and after September 1, 20__, are subject to optional redemption, in whole or in part, on
September 1, 20__, or any date thereafter, at a price equal to the par value thereof, plus accrued interest from
the most recent interest payment date to the date or redemption. Certain of the Bonds may be subject to
mandatory sinking fund redemption in the event the Underwriter elects to aggregate two or more maturities as
term Bonds. (See “THE BONDS – Optional Redemption” and “– Mandatory Redemption”).
(b) The initial yields and prices are established by, and are the sole responsibility of the Underwriter and may
subsequently be changed.
(c) CUSIP numbers have been assigned to this issue by the CUSIP Global Services managed by Standard and
Poor’s Financial Services LLC on behalf of the American Bankers Association and are included solely for the
convenience of the purchasers of the Bonds. Neither the City, the Financial Advisor, nor the Underwriter shall
be responsible for the selection or correctness of the CUSIP numbers set forth herein.
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USE OF INFORMATION IN OFFICIAL STATEMENT
For purposes of compliance with Rule 15c2-12 of the United States Securities and Exchange Commission, as
amended (the “Rule”), and in effect on the date of the Preliminary Official Statement, this document constitutes an
“Official Statement” of the City with respect to the Bonds that has been deemed “final” by the City as of this date
except for the omissions of no more than the information permitted by the Rule.
This Official Statement is not to be used in connection with an offer to sell or the solicitation of an offer to buy in
any jurisdiction in which such offer or solicitation is not authorized or in which the person making such offer or
solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer or solicitation.
Any information and expressions of opinion herein contained are subject to change without notice, and neither the
delivery of the Official Statement nor any sale made hereunder shall, under any circumstances, create any
implication that there has been no change in the affairs of the City or other matters described herein since the date
hereof. See “CONTINUING DISCLOSURE OF INFORMATION” for a description of the City’s undertaking to
provide certain information on a continuing basis.
THE BONDS ARE EXEMPTED FROM REGISTRATION WITH THE SECURITIES AND EXCHANGE
COMMISSION AND CONSEQUENTLY HAVE NOT BEEN REGISTERED THEREWITH. THE REGISTRATION,
QUALIFICATION, OR EXEMPTION OF THE BONDS IN ACCORDANCE WITH APPLICABLE SECURITIES
LAW PROVISIONS OF THE JURISDICTION IN WHICH THESE SECURITIES HAVE BEEN REGISTERED OR
EXEMPTED SHOULD NOT BE REGARDED AS A RECOMMENDATION THEREOF.
IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVER-ALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE THE MARKET PRICE OF THE BONDS AT A LEVEL ABOVE THAT
WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED,
MAY BE DISCONTINUED AT ANY TIME.
The agreements of the City and others related to the Bonds are contained solely in the contracts described herein.
Neither this Official Statement nor any other statement made in connection with the offer or sale of the Bonds is to
be construed as constituting an agreement with the purchasers of the Bonds. INVESTORS SHOULD READ THE
ENTIRE OFFICIAL STATEMENT, INCLUDING ALL SCHEDULES AND APPENDICES ATTACHED HERETO,
TO OBTAIN INFORMATION ESSENTIAL TO MAKING AN INFORMED INVESTMENT DECISION.
The Underwriter has provided the following sentence for inclusion in this Official Statement. The Underwriter has
reviewed the information set forth in this Official Statement in accordance with, and as part of, its responsibilities to
investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the
Underwriter does not guarantee the accuracy or completeness of such information.
Neither the City, the Financial Advisor nor the Underwriter make any representation as to the accuracy,
completeness or adequacy of the information contained in this Official Statement regarding The Depository Trust
Company or its Book-Entry-Only System.
Build America Mutual Assurance Company (“BAM”) makes no representation regarding the Bonds or the
advisability of investing in the Bonds. In addition, BAM has not independently verified, makes no representation
regarding, and does not accept any responsibility for the accuracy or completeness of this Official Statement or any
information or disclosure contained herein, or omitted herefrom, other than with respect to the accuracy of the
information regarding BAM, supplied by BAM and presented under the heading “Bond Insurance” and
“Appendix E - Specimen Municipal Bond Insurance Policy.”
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BOND INSURANCE
BOND INSURANCE
Concurrently with the issuance of the Bonds, Build America Mutual Assurance Company (“BAM”) will issue its Municipal
Bond Insurance Policy for the Bonds (the “Policy”). The Policy guarantees the scheduled payment of principal of and
interest on the Bonds when due as set forth in the form of the Policy included as an exhibit to this Official Statement.
The Policy is not covered by any insurance security or guaranty fund established under New York, California, Connecticut
or Florida insurance law.
BUILD AMERICA MUTUAL ASSURANCE COMPANY
BAM is a New York domiciled mutual insurance corporation and is licensed to conduct financial guaranty insurance
business in all fifty states of the United States and the District of Columbia. BAM provides credit enhancement products
solely to issuers in the U.S. public finance markets. BAM will only insure obligations of states, political subdivisions,
integral parts of states or political subdivisions or entities otherwise eligible for the exclusion of income under section 115
of the U.S. Internal Revenue Code of 1986, as amended. No member of BAM is liable for the obligations of BAM.
The address of the principal executive offices of BAM is: 200 Liberty Street, 27th Floor, New York, New York 10281, its
telephone number is: 212-235-2500, and its website is located at: www.buildamerica.com.
BAM is licensed and subject to regulation as a financial guaranty insurance corporation under the laws of the State of New
York and in particular Articles 41 and 69 of the New York Insurance Law.
BAM’s financial strength is rated “AA/Stable” by S&P Global Ratings, a business unit of Standard & Poor's Financial
Services LLC (“S&P”). An explanation of the significance of the rating and current reports may be obtained from S&P at
www.standardandpoors.com. The rating of BAM should be evaluated independently. The rating reflects the S&P’s current
assessment of the creditworthiness of BAM and its ability to pay claims on its policies of insurance. The above rating is not
a recommendation to buy, sell or hold the Bonds, and such rating is subject to revision or withdrawal at any time by S&P,
including withdrawal initiated at the request of BAM in its sole discretion. Any downward revision or withdrawal of the
above rating may have an adverse effect on the market price of the Bonds. BAM only guarantees scheduled principal and
scheduled interest payments payable by the issuer of the Bonds on the date(s) when such amounts were initially scheduled
to become due and payable (subject to and in accordance with the terms of the Policy), and BAM does not guarantee the
market price or liquidity of the Bonds, nor does it guarantee that the rating on the Bonds will not be revised or withdrawn.
Capitalization of BAM
BAM’s total admitted assets, total liabilities, and total capital and surplus, as of December 31, 2019 and as prepared in
accordance with statutory accounting practices prescribed or permitted by the New York State Department of Financial
Services were $534.9 million, $132.5 million and $402.4 million, respectively.
BAM is party to a first loss reinsurance treaty that provides first loss protection up to a maximum of 15% of the par amount
outstanding for each policy issued by BAM, subject to certain limitations and restrictions.
BAM’s most recent Statutory Annual Statement, which has been filed with the New York State Insurance Department and
posted on BAM’s website at www.buildamerica.com, is incorporated herein by reference and may be obtained, without
charge, upon request to BAM at its address provided above (Attention: Finance Department). Future financial statements
will similarly be made available when published.
BAM makes no representation regarding the Bonds or the advisability of investing in the Bonds. In addition, BAM has not
independently verified, makes no representation regarding, and does not accept any responsibility for the accuracy or
completeness of this Official Statement or any information or disclosure contained herein, or omitted herefrom, other than
with respect to the accuracy of the information regarding BAM, supplied by BAM and presented under the heading
“BOND INSURANCE”.
Additional Information Available from BAM
Credit Insights Videos. For certain BAM-insured issues, BAM produces and posts a brief Credit Insights video that
provides a discussion of the obligor and some of the key factors BAM’s analysts and credit committee considered when
approving the credit for insurance. The Credit Insights videos are easily accessible on BAM's website at
iv

buildamerica.com/creditinsights/. (The preceding website address is provided for convenience of reference only.
Information available at such address is not incorporated herein by reference.)
Credit Profiles. Prior to the pricing of bonds that BAM has been selected to insure, BAM may prepare a pre-sale Credit
Profile for those bonds. These pre-sale Credit Profiles provide information about the sector designation (e.g. general
obligation, sales tax); a preliminary summary of financial information and key ratios; and demographic and economic data
relevant to the obligor, if available. Subsequent to closing, for any offering that includes bonds insured by BAM, any presale Credit Profile will be updated and superseded by a final Credit Profile to include information about the gross par
insured by CUSIP, maturity and coupon. BAM pre-sale and final Credit Profiles are easily accessible on BAM's website at
buildamerica.com/obligor/. BAM will produce a Credit Profile for all bonds insured by BAM, whether or not a pre-sale
Credit Profile has been prepared for such bonds. (The preceding website address is provided for convenience of reference
only. Information available at such address is not incorporated herein by reference.)
Disclaimers. The Credit Profiles and the Credit Insights videos and the information contained therein are not
recommendations to purchase, hold or sell securities or to make any investment decisions. Credit-related and other
analyses and statements in the Credit Profiles and the Credit Insights videos are statements of opinion as of the date
expressed, and BAM assumes no responsibility to update the content of such material. The Credit Profiles and Credit
Insight videos are prepared by BAM; they have not been reviewed or approved by the issuer of or the underwriter for the
Bonds, and the issuer and underwriter assume no responsibility for their content.
BAM receives compensation (an insurance premium) for the insurance that it is providing with respect to the Bonds.
Neither BAM nor any affiliate of BAM has purchased, or committed to purchase, any of the Bonds, whether at the initial
offering or otherwise.

(Remainder of Page Intentionally Left Blank)
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SUMMARY STATEMENT
This Summary Statement is subject in all respects to the more complete information contained in this Official Statement.
The offering of the Bonds to potential investors is made only by means of this entire Official Statement, including the
schedules and appendices hereto. No person is authorized to detach this Summary Statement from this Official Statement
or to otherwise use it without this entire Official Statement including the Appendices hereto.
The Issuer

The City of Merkel, Texas (the “City”), is located in Taylor County, Texas. For
information regarding the City, see Appendices A and B.

The Bonds

$4,340,000* General Obligation Refunding Bonds, Series 2020, dated April 1,
2020, maturing on the dates and in the amounts set forth on the inside front cover of
this Official Statement. Interest on the Bonds will accrue from their date of
delivery and will be paid semiannually on March 1 and September 1, commencing
September 1, 2020, until maturity or prior redemption.

Purpose of Bonds

Proceeds from the sale of the Bonds will be used to refund certain obligations of the
City described in Schedule I (the “Refunded Obligations”) for debt service savings
and to pay the costs associated with the issuance of the Bonds. See “THE BONDS
– Sources and Uses of Funds” herein.

Authorization and Security

The Bonds are issued pursuant to the general laws of the State, including
particularly Chapter 1207, Texas Government Code, as amended, and an ordinance
adopted by the City Council of the City authorizing the issuance of the Bonds and a
pricing certificate executed pursuant thereto. The Bonds are payable from ad
valorem taxes to be levied, within the limits prescribed by law, on all taxable
property within the City as provided in the ordinance authorizing the Bonds.

Optional Redemption

The Bonds maturing on and after September 1, 20__, are subject to optional
redemption in whole or in part on September 1, 20__, or on any date thereafter at a
price of par plus accrued interest as more fully described herein. See “THE
BONDS – Optional Redemption” herein.

Mandatory Redemption

Certain of the Bonds may be subject to mandatory sinking fund redemption in the
event the Underwriter elects to aggregate two or more consecutive maturities as
term Bonds. See “THE BONDS – Mandatory Redemption” herein.

Tax Exemption

In the opinion of Bond Counsel, based upon an analysis of existing laws,
regulations, rulings and court decisions, and assuming, among other matters, the
accuracy of certain representations and compliance with certain covenants, interest
on the Bonds is excluded from gross income for federal income tax purposes under
Section 103 of the Internal Revenue Code of 1986. Bond Counsel expresses no
opinion regarding any other tax consequences related to the ownership or
disposition of, or the amount, accrual or receipt of interest on, the Bonds. See
“TAX MATTERS. See “TAX MATTERS” for a discussion of the opinion of Bond
Counsel.

Qualified Tax Exempt
Obligations

The City will designate the Bonds as “qualified tax-exempt obligations”. (See
“TAX MATTERS – Qualified Tax-Exempt Obligations for Financial Institutions”
herein.)

____________________________
*
Preliminary, Subject to change
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Ratings

S&P Global Ratings, a Standard and Poor’s Financial Services LLC business
(“S&P”), has assigned a rating of “AA” to the Bonds based upon the Municipal
Bond Insurance Policy to be issued by Build America Mutual Assurance Company.
The Bonds have also been assigned an underlying rating of “A+” by S&P. An
explanation of the significance of such rating may be obtained from S&P.
See “RATINGS” herein.

Book-Entry-Only System

The Bonds are initially issuable only to Cede & Co., the nominee of The
Depository Trust Company, New York, New York, pursuant to the book-entry only
system described herein. Beneficial ownership of the Bonds may be acquired in
principal denominations of $5,000 or integral multiples thereof. No physical
delivery of the Bonds will be made to the purchasers thereof. Principal of,
premium if any, and interest on the Bonds will be payable by the Paying
Agent/Registrar to Cede & Co., which will make distribution of the amounts so
paid to the DTC Participants (as defined herein) for subsequent remittance to the
owners of the beneficial interests in the Bonds. See “BOOK-ENTRY-ONLY
SYSTEM” herein.

Payment Record

The City has never defaulted on the payment of its bonded indebtedness.

(Remainder of Page Intentionally Left Blank)
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SELECTED FINANCIAL INFORMATION
(Unaudited)
2019 Certified Taxable Assessed Valuation………………………………………………...
(100% of Market Value as of January 1, 2019)
City Debt:
Outstanding Tax Supported Debt (as of March 1, 2020)………………….….
Plus: The Bonds……………………………………………………………...
Less: The Refunded Obligations
Total Tax Supported Debt………………………………………………………….

General Fund Balance (as of Sept. 30, 2019)…………………………………………..

Debt Ratios:
Direct Tax Supported Debt…………….

2019 Per
Capita
(2,643)

6.21%

$2,154

Estimated Annual Debt Service Requirements……………………………………………..
Average……………………………………………………………………………
Maximum (2023)………………………………………………………………….
Tax Collections
Tax Year 2018 (fiscal year ending September 30,
2019……………………………………………………………………….

(a)

$6,143,000
$4,340,000*
$4,789,000*
$5,694,000*

(b)

$1,516,631

% of 2019
Assessed
Valuation

2019 Tax Rate (per $100 of Assessed Valuation)
Maintenance and Operation
Debt Service ………………………………………………………………………
Total ………………………………………………………………………………

$91,700,294

$0.6600
$0.0000
$0.6600

$ 599.235*
$ 695,964*

95.79%

_______________________
*Preliminary, subject to change.
(a)
(b)

Provided by the Taylor County Appraisal District (the “Appraisal District”) and net of exemptions. Such value is further
subject to changes as additions, corrections and deletions are made to the tax roll.
Includes self-supporting debt.
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OFFICIAL STATEMENT
RELATING TO
$4,340,000*
CITY OF MERKEL, TEXAS
(Taylor County)
General Obligation Refunding Bonds, Series 2020
INTRODUCTORY STATEMENT
This Official Statement, which includes the cover page, the schedules and the appendices hereto, provides certain
information regarding the issuance by the City of Merkel, Texas (the “City”) of $4,340,000* General Obligation
Refunding Bonds, Series 2020 (the “Bonds”).
The Bonds will be authorized to be issued, sold and delivered by an ordinance enacted by the City’s governing body
(the “City Council”) and the pricing certificate executed pursuant thereto (collectively the “Ordinance”).
Capitalized terms used in this Official Statement have the same meaning assigned to such terms in the Ordinance,
except as otherwise indicated herein.
The City is a political subdivision of the State of Texas (the “State”) and a municipal corporation organized and
existing under the laws of the State. For information regarding the City, see Appendices A and B of this Official
Statement.
All financial and other information presented in this Official Statement has been provided by the City, except for
information expressly attributed to other sources. The presentation of information, including tables of receipts from
taxes and other sources, is intended to show recent historic information, and is not intended to indicate future or
continuing trends in the financial position or other affairs of the City. No representation is made that past
experience, as is shown by that financial and other information, will necessarily continue to be repeated in the
future.
THE BONDS
Purpose
Proceeds from the sale of the Bonds will be used to refund certain obligations of the City described in Schedule I
(the “Refunded Obligations”) for debt service savings and to pay the costs associated with the issuance of the Bonds.
See “THE BONDS – Sources and Uses of Funds” herein.
Authorization
The Bonds are issued pursuant to the general laws of the State, including particularly Chapter 1207, Texas
Government Code, as amended, and an ordinance adopted by the City Council of the City authorizing the issuance
of the Bonds and a pricing certificate executed pursuant thereto.
Security for the Bonds
The Bonds are payable from ad valorem taxes to be levied and collected, within the limits prescribed by law, on all
taxable property within the City as provided in the Ordinance.

__________________________
*
Preliminary, subject to change.
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Optional Redemption
The City reserves the right, at its option, to redeem the Bonds having stated maturities on and after September 1,
20__, in whole or in part, in integral multiples of $5,000, on September 1, 20__ or any date thereafter, such
redemption date or dates to be fixed by the City, at a redemption price equal to the principal amount thereof plus
accrued interest to the date fixed for redemption. If less than all of the Bonds are to be redeemed, the City shall
determine the maturity or maturities and the amounts thereof to be redeemed and shall direct the Paying
Agent/Registrar (as defined herein) to select by lot the Bonds, or portions thereof, within each maturity to be
redeemed.
Mandatory Redemption
Certain of the Bonds may be subject to mandatory sinking fund redemption in the event the Underwriter elects to
aggregate two or more consecutive maturities as term Bonds
Notice of Redemption
Not less than 30 days prior to a redemption date for the Bonds, the City shall cause a notice of redemption to be sent
by United States mail, first class, postage prepaid, to each registered owner of a Bond to 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 business on the business day next preceding the date of mailing such notice. If notice is so given and
sufficient funds are provided for the payment of the redemption price of the Bonds, interest shall cease to accrue
after the date fixed for redemption whether or not the Bonds have been submitted for payment. 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, AND THE
FUNDS NECESSARY TO REDEEM SUCH BONDS HAVING BEEN PROVIDED, THE BONDS CALLED FOR
REDEMPTION SHALL BECOME DUE AND PAYABLE ON THE SPECIFIED REDEMPTION DATE, AND
NOTWITHSTANDING THAT ANY BOND OR PORTION THEREOF HAS NOT BEEN SURRENDERED FOR
PAYMENT, INTEREST ON SUCH BOND OR PORTION THEREOF SHALL CEASE TO ACCRUE.
The Paying Agent/Registrar and the City, so long as a Book-Entry Only System is used for the Bonds, will send any
notice of redemption, notice of proposed amendment to the Ordinance or other notices with respect to the Bonds only
to DTC. Any failure by DTC to advise any DTC participant, or of any DTC participant or indirect participant to notify
the beneficial owner, shall not affect the validity of the redemption of the Bonds called for redemption or any other
action premised on any such notice. Redemption of portions of the Bonds by the City will reduce the outstanding
principal amount of such Bonds held by DTC.
In such event, DTC may implement, through its Book-Entry Only System, a redemption of such Bonds held for the
account of DTC participants in accordance with its rules or other agreements with DTC participants and then DTC
participants and indirect participants may implement a redemption of such Bonds from the beneficial owners.
Any such selection of Bonds to be redeemed will not be governed by the Ordinance and will not be conducted by the
City or the Paying Agent/Registrar. Neither the City nor the Paying Agent/Registrar will have any responsibility to
DTC participants, indirect participants, or the persons for whom DTC participants act as nominees, with respect to the
payments on the Bonds or the providing of notice to DTC participants, indirect participants, or beneficial owners of the
selection of portions of the Bonds for redemption (see “THE BONDS – Book-Entry Only System”).
Refunded Obligations
The principal and interest due on the Refunded Obligations are to be paid on the redemption date of the Refunded
Obligations from funds to be deposited directly to the paying agent/registrar for the Refunded Obligations.
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Sources and Uses of Funds
The proceeds from the sale of the Bonds will be applied approximately as follows:
Sources
Principal Amount of Bonds
Net Original Issue Premium
Total Sources of Funds
Uses
Deposit with the Paying Agent for the Refunded Obligations
Costs of Issuance
Underwriter’s Discount
Total Uses of Funds
GENERAL INFORMATION REGARDING THE BONDS
General Description
The Bonds will be dated April 1, 2020 (the “Dated Date”), and will be issued in fully registered form in principal
denominations of $5,000 or any integral multiple thereof. The Bonds will bear interest from the date of delivery to
the underwriter listed on the cover page hereof (the “Underwriter”), and interest will be paid semiannually on each
March 1 and September 1, commencing September 1, 2020. Interest will accrue on the Bonds on the basis of a 360day year consisting of twelve 30-day months. The Bonds will be issued as book-entry only securities pursuant to
arrangements made with The Depository Trust Company, New York, New York. See “BOOK-ENTRY-ONLY
SYSTEM.”
Principal of the Bonds will be payable to the registered owners (the “Owners”) at maturity or prior redemption upon
presentation and surrender of such Bonds at the principal corporate office of the paying agent/registrar (the “Paying
Agent/Registrar”), initially UMB Bank, N.A., Austin, Texas. Interest on the Bonds will be payable by check dated
as of the interest payment date and mailed by the Paying Agent/Registrar to Owners as shown on the records of the
Paying Agent/Registrar on the Record Date (see “REGISTRATION, TRANSFER AND EXCHANGE – Record
Date for Interest Payment” herein), or by such other customary banking arrangement, acceptable to the Paying
Agent/Registrar, requested by, and at the risk and expense of, the Owner. If the date for the payment of the principal
of or interest on a Bond shall be a Saturday, Sunday, legal holiday, or a day on which banking institutions in the city
where the Paying Agent/Registrar is located are authorized by law or executive order to close, then the date for such
payment shall be the next succeeding day which is not such a Saturday, Sunday, legal holiday, or a 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.
The Bonds will mature on the dates, in the amounts and bear interest at the rates as set forth on inside cover page of
this Official Statement.
Legality
The Bonds are offered when, as and if issued, subject to the approvals of legality by the Attorney General of the
State of Texas and McCall, Parkhurst & Horton L.L.P., Dallas, Texas, Bond Counsel. (See “LEGAL MATTERS”
and Appendix C – “Form of Opinion of Bond Counsel”).
Defeasance
The Ordinance provides for the defeasance of the Bonds when the payment of the principal of and premium, if any, on the
Bonds, plus interest thereon to the due date thereof (whether such due date be by reason of maturity, redemption, or
otherwise), is provided by irrevocably depositing with the Paying Agent/Registrar, or authorized escrow agent, in trust (1)
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lawful money of the United States of America sufficient to make such payment or (2) Defeasance Securities that mature as
to principal and interest in such amounts and at such times as will insure the availability, without reinvestment, of
sufficient money to provide for such payment, and when proper arrangements have been made by the Issuer with the
Paying Agent/Registrar for the payment of its services until all Defeased Bonds shall have become due and payable, and
thereafter the City will have no further responsibility with respect to amounts available to such paying agent (or other
financial institution permitted by applicable law) for the payment of such Defeased Bonds, including any insufficiency
therein caused by the failure of such paying agent (or other financial institution permitted by applicable law) to receive
payment when due on the Defeasance Securities. The Ordinance provides that “Defeasance Securities” means any
securities and obligations now or hereafter authorized by State law that are eligible to discharges obligations such as the
Bonds. Current State law permits defeasance with the following types of securities: (a) direct, noncallable obligations of
the United States of America, including obligations that are unconditionally guaranteed by the United States of America,
(b) noncallable obligations of an agency or instrumentality of the United States of America, including obligations that are
unconditionally guaranteed or insured by the agency or instrumentality and that, on the date the defeasance is approved by
the City Council of the City, are rated as to investment quality by a nationally recognized investment rating firm not less
than AAA or its equivalent, and (c) noncallable obligations of a state or an agency or a county, municipality, or other
political subdivision of a state that have been refunded and that, on the date the defeasance is approved by the City Council
of the City, are rated as to investment quality by a nationally recognized investment rating firm not less than AAA or its
equivalent. The City has the right, subject to satisfying the requirements of (1) and (2) above, to substitute other
Defeasance Securities for the Defeasance Securities originally deposited, to reinvest the uninvested moneys on deposit for
such defeasance and to withdraw for the benefit of the City moneys in excess of the amount required for such defeasance.
There is no assurance that the current law will not be changed in a manner which would permit investments other than
those described above to be made with amounts deposited to defease the Bonds. Because the Ordinance does not
contractually limit such investments, registered owners will be deemed to have consented to defeasance with such other
investments, notwithstanding the fact that such investments may not be of the same investment quality as those currently
permitted under State law. There is no assurance that the ratings for U.S. Treasury securities used as Defeasance
Securities or that for any other Defeasance Security will be maintained at any particular rating category.
Upon defeasance, all rights of the City to initiate proceedings to call the Bonds for redemption or take any other action
amending the terms of the Bonds are extinguished; provided, however, that the right to call the Bonds for redemption is
not extinguished if the City: (i) in the proceedings providing for the firm banking and financial arrangements, expressly
reserves the right to call the Bonds for redemption; (ii) gives notice of the reservation of that right to the owners of the
Bonds immediately following the making of the firm banking and financial arrangements; and (iii) directs that notice of
the reservation be included in any redemption notices that it authorizes.
Upon making such deposit in the manner described, such defeased Bonds shall no longer be deemed outstanding
obligations secured by the Ordinance, but will be payable only from the funds and Defeasance Securities deposited in
escrow and will not be considered debt of the City for purposes of taxation or applying any limitation on the City’s ability
to issue debt or for any other purpose.

Amendments to the Ordinance
In the Ordinance, the City has reserved the right to amend such Ordinance without the consent of any holder of the
Bonds in any manner not detrimental to the interests of the holders of the Bonds, including the curing of any
ambiguity, defect or omission therein.
The Ordinance further provides that the holders of the Bonds aggregating in principal amount 51% of the
outstanding Bonds shall have the right from time to time to approve any amendment not described above to the
Ordinance; provided, however, that without the consent of 100% of the holders in original principal amount of the
then outstanding Bonds no amendment may be made for the purpose of: (i) making any change in the maturity of
any of the outstanding Bonds; (ii) reducing the rate of interest borne by any of the outstanding Bonds; (iii) reducing
the amount of the principal of, or redemption premium, if any, payable on any outstanding Bonds; (iv) modifying
the terms of payment of principal or of interest or redemption premium on outstanding Bonds; or (v) changing the
minimum percentage of the principal amount of the Bonds necessary for consent to such amendment. Reference is
made to the Ordinance for further provisions relating to the amendment thereof.
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OWNERSHIP
The City, the Paying Agent/Registrar and any other person may treat the person in whose name any Bond is
registered as the absolute owner of such Bond for the purpose of making and receiving payment of principal and
interest, and for all other purposes, whether or not such Bond is overdue, and neither the City nor the Paying
Agent/Registrar will be bound by any notice or knowledge to the contrary.
All payments made to the person deemed to be the owner of any Bond in accordance with the Ordinance will be
valid and effectual and will discharge the liability of the City and the Paying Agent/Registrar upon such Bond to the
extent of the sums paid.
OWNER’S REMEDIES
The Ordinance does not provide for the appointment of a trustee to represent the interests of the Bond holders upon
any failure of the City to perform in accordance with the terms of the Ordinance or upon any other condition and, in
the event of any such failure to perform, the registered owners would be responsible for the initiation and cost of any
legal action to enforce performance of the Ordinance. The Ordinance establishes specific events of default with
respect to the Bonds. If the City defaults in the payment of the principal of or interest on the Bonds when due, or the
City defaults in the observance or performance of any of the covenants, conditions, or obligations of the City, the
failure to perform which materially, adversely affects the rights of the owners, including but not limited to, their
prospect or ability to be repaid in accordance with the Ordinance, and the continuation thereof for a period of 60
days after notice of such default is given by any owner to the City, the Ordinance provides that any registered owner
is entitled to seek a writ of mandamus from a court of proper jurisdiction requiring the City to make such payment or
observe and perform such covenants, obligations, or conditions. A registered owner of Bonds could seek a
judgment against the City if a default occurred in the payment of principal of or interest on any such Bonds;
however, such judgment could not be satisfied by execution against any property of the City and a suit for monetary
damages could be vulnerable to the defense of sovereign immunity. A registered owner’s only practical remedy, if a
default occurs, is a mandamus or mandatory injunction proceeding to compel the City to levy, assess, and collect an
annual ad valorem tax sufficient to pay principal of and interest on the Bonds as it becomes due or perform other
material terms and covenants contained in the Ordinance. However, the enforcement of any such remedy may be
difficult and time consuming and a registered owner could be required to enforce such remedy on a periodic basis.
The City is also eligible to seek relief from its creditors under Chapter 9 of the U.S. Bankruptcy Code (“Chapter 9”).
Although Chapter 9 provides for the recognition of a security interest represented by a specifically pledged source of
revenues, the pledge of taxes in support of a general obligation of a bankrupt entity is not specifically recognized as
a security interest under Chapter 9. Chapter 9 also includes an automatic stay provision that would prohibit, without
Bankruptcy Court approval, the prosecution of any other legal action by creditors or Bond holders of an entity which
has sought protection under Chapter 9. Therefore, should the City avail itself of Chapter 9 protection from creditors,
the ability to enforce would be subject to the approval of the Bankruptcy Court (which could require that the action
be heard in Bankruptcy Court instead of other federal or state court); and the Bankruptcy Code provides for broad
discretionary powers of a Bankruptcy Court in administering any proceeding brought before it. The opinions of
Bond Counsel will note that all opinions relative to the enforceability of the Ordinance and the Bonds are qualified
with respect to the customary rights of debtors relative to their creditors, including rights afforded to creditors under
the Bankruptcy Code, by principles of governmental immunity, and by general principles of equity that permit the
exercise of judicial discretion.
BOOK-ENTRY-ONLY SYSTEM
This section describes how ownership of the Bonds is to be transferred and how the principal of, premium, if any,
and interest on the Bonds are to be paid to and credited by The Depository Trust Company (“DTC”), New York,
New York, while the Bonds are registered in its nominee name. The information in this section concerning DTC and
the Book-Entry Only System has been provided by DTC for use in disclosure documents such as this Official
Statement. The City, the Financial Advisor, and the Underwriter believe the source of such information to be
reliable, but take no responsibility for the accuracy or completeness thereof.
The City cannot and does not give any assurance that (1) DTC will distribute payments of debt service on the Bonds,
or redemption or other notices, to DTC Participants, (2) DTC Participants or others will distribute debt service
payments paid to DTC or its nominee (as the registered owner of the Bonds), or redemption or other notices, to the
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Beneficial Owners, or that they will do so on a timely basis, or (3) DTC will serve and act in the manner described
in this Official Statement. The current rules applicable to DTC are on file with the United States Securities and
Exchange Commission, and the current procedures of DTC to be followed in dealing with DTC Participants are on
file with DTC.
DTC will act as securities depository for the Bonds. The Bonds will be issued as fully registered Bonds in the name
of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized
representative of DTC. One fully registered security certificate will be issued for each maturity of the Bonds, in the
aggregate principal amount of such maturity, and will be deposited with DTC.
DTC, the world’s largest securities depository, is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code,
and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of
1934. DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues,
corporate and municipal debt issues, and money market instruments (from over 100 countries) that DTC’s
participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among Direct
Participants of sales and other securities transactions in deposited securities, through electronic computerized bookentry transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical movement
of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks,
trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The
Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities
Clearing Corporation, and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC
is owned by the users of its regulated subsidiaries. Access to the DTC system is also available to others such as both
U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect
Participants”). DTC has a Standard & Poor’s rating of “AA+”. The DTC Rules applicable to its Participants are on
file with the Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com.
Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will receive a
credit for the Bonds on DTC’s records. The ownership interest of each actual purchaser of each Bond (“Beneficial
Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records. Beneficial Owners will not
receive written confirmation from DTC of their purchase. Beneficial Owners are, however, expected to receive
written confirmations providing details of the transaction as well as periodic statements of their holdings, from the
Direct or Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of
ownership interests in the Bonds are to be accomplished by entries made on the books of Direct and Indirect
Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing
their ownership interests in Bonds, except in the event that use of the book-entry system for the Bonds is
discontinued.
To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are registered in the name of
DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an authorized representative of
DTC. The deposit of Bonds with DTC and their registration in the name of Cede & Co. or such other DTC nominee
do not effect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the
Bonds; DTC’s records reflect only the identity of the Direct Participants to whose accounts such Bonds are credited,
which may or may not be the Beneficial Owners. The Direct and Indirect Participants will remain responsible for
keeping account of their holdings on behalf of their customers.
Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect
Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.
Beneficial Owners of Bonds may wish to take certain steps to augment the transmission to them of notices of
significant events with respect to the Bonds, such as redemptions, tenders, defaults, and proposed amendments to the
Bond documents. For example, Beneficial Owners of Bonds may wish to ascertain that the nominee holding the
Bonds for their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial
Owners may wish to provide their names and addresses to the Paying Agent/Registrar and request that copies of
notices be provided directly to them.
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Redemption notices shall be sent to DTC. If less than all of the Bonds within a maturity are being redeemed, DTC’s
practice is to determine by lot the amount of the interest of each Direct Participant in such maturity to be redeemed.
Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to Bonds unless
authorized by a Direct Participant in accordance with DTC’s Procedures. Under its usual procedures, DTC mails an
Omnibus Proxy to the City as soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.’s
consenting or voting rights to those Direct Participants to whose accounts Bonds are credited on the record date
(identified in a listing attached to the Omnibus Proxy).
Principal, interest, and redemption payments on the Bonds will be made to Cede & Co., or such other nominee as
may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct Participants’ accounts
upon DTC’s receipt of funds and corresponding detail information from the City or the Paying Agent/Registrar, on
the payable date in accordance with their respective holdings shown on DTC’s records. Payments by Participants to
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 statutory or regulatory
requirements as may be in effect from time to time. Payment of principal, interest, and redemption payments to
Cede & Co. (or such other nominee as may be requested by an authorized representative of DTC) is the
responsibility of the City or the Paying Agent/Registrar, disbursement of such payments to Direct Participants will
be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility
of Direct and Indirect Participants.
DTC may discontinue providing its services as depository with respect to the Bonds at any time by giving
reasonable notice to the City or the Paying Agent/Registrar. Under such circumstances, in the event that a successor
depository is not obtained, Bonds 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
Securities depository). In that event, physical Bonds 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 Bonds are in the Book-Entry Only System,
references in other sections of this Official Statement to registered owners should be read to include the person for
which the Participant acquires an interest in the Bonds, but (i) all rights of ownership must be exercised through
DTC and the Book-Entry Only System and (ii) except as described above, notices that are to be given to registered
owners under the Ordinance will be given only to DTC.
The information in this section concerning DTC and DTC’s book-entry-only system has been obtained from
sources that the City believes to be reliable, but the City takes no responsibility for the accuracy thereof.
REGISTRATION, TRANSFER AND EXCHANGE
Paying Agent/Registrar
UMB Bank, N.A., Austin, Texas has been named to serve as initial Paying Agent/Registrar for the Bonds. In the
Ordinance, the City retains the right to replace the Paying Agent/Registrar. If the City replaces the Paying
Agent/Registrar, such Paying Agent/Registrar shall, promptly upon the appointment of a successor, deliver the
Paying Agent/Registrar’s records to the successor Paying Agent/Registrar, and the successor Paying Agent/Registrar
shall act in the same capacity as the previous Paying Agent/Registrar. Any successor Paying Agent/Registrar
selected by the City shall be a commercial bank; a trust company organized under applicable law; or other entity
duly qualified and legally authorized to serve and perform the duties of the Paying Agent/Registrar for the Bonds.
Upon any change in the Paying Agent/Registrar for the Bonds, the City agrees to promptly cause a written notice
thereof to be sent to each registered owner of the Bonds by United States mail, first class, postage prepaid, which
notice shall also give the address of the new Paying Agent/Registrar.
In the event the Book-Entry Only System should be discontinued, interest on the Bonds will be paid to the registered
owners appearing on the registration books of the Paying Agent/Registrar at the close of business on the Record
Date (hereinafter defined), and such interest will be paid (i) by check sent United States mail, first class postage
prepaid to the address of the registered owner recorded in the registration books of the Paying Agent/Registrar or (ii)
by such other method, acceptable to the Paying Agent/Registrar requested by, and at the risk and expense of, the
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registered owner. Principal and redemption payments of the Bonds will be paid to the registered owner at the stated
maturity or earlier redemption upon presentation to the designated payment/transfer office of the Paying
Agent/Registrar. If the date for the payment of the principal or interest on the Bonds is a Saturday, Sunday, a legal
holiday, or a day when banking institutions in the city where the designated payment/transfer office of the Paying
Agent/Registrar is located are authorized to close, then the date for such payment will be the next succeeding day
which is not such a day, and payment on such date will have the same force and effect as if made on the date
payment was due. So long as Cede & Co. is the registered owner of the Bonds, principal, interest, and redemption
payments on the Bonds will be made as described in “BOOK-ENTRY ONLY SYSTEM” above.
Future Registration
In the event the book-entry only system should be discontinued, printed Bonds will be delivered to the Owners and
thereafter the Bonds may be transferred and exchanged on the registration books of the Paying Agent/Registrar only
upon presentation and surrender to the Paying Agent/Registrar, and such registration and transfer shall be without
expense or service charge to the Owner, except for any tax or other governmental charges required to be paid with
respect to such registration, exchange and transfer. Bonds may be assigned by the execution of an assignment form
on the Bonds or by other instrument of transfer and assignment acceptable to the Paying Agent/Registrar. A new
Bond will be delivered by the Paying Agent/Registrar in lieu of the Bond being transferred or exchanged at the
designated office of the Paying Agent/Registrar, or sent by United States mail, first class, postage prepaid, to the
new registered Owner at the Owner’s request, risk and expense. New Bonds issued in an exchange or transfer of
Bonds will be delivered to the registered Owner or assignee of the Owner after the receipt of the Bonds to be
canceled in the exchange or transfer and the written instrument of transfer or request for exchange duly executed by
the Owner or his duly authorized agent, in form satisfactory to the Paying Agent/Registrar. New Bonds registered
and delivered in an exchange or transfer shall be of like kind and in authorized denominations and for a like
aggregate principal amount as the Bond or Bonds surrendered for exchange or transfer. See “BOOK-ENTRYONLY SYSTEM” for a description of the system to be utilized initially in the settlement and transfer of the Bonds.
Record Date for Interest Payment
The record date (“Record Date”) for the interest payable on any interest payment date is the close of business on the
15th calendar day of the month next preceding such interest payment date, as specified in the Ordinance. In the
event of a nonpayment of interest on a scheduled payment date, and for 30 days thereafter, a new record date for
such interest payment (the “Special Record Date”) will be established by the Paying Agent/Registrar, if and when
funds for the payment of such interest have been received from the City. Notice of the Special Record Date and of
the scheduled payment date of the past due interest (the “Special Payment Date” which shall be 15 days after the
Special Record Date) shall be sent at least 5 days prior to the Special Record Date by United States mail, first class,
postage prepaid, to the address of each Owner of a Bond appearing on the books of the Paying Agent/Registrar at
the close of business on the last business day next preceding the date of mailing of such notice.
Limitation on Transfer of Bonds
Neither the City nor the Paying Agent/Registrar shall be required to transfer or exchange any Bond (i) during the
period commencing with the close of business on any Record Date and ending with the opening of business on the
next following principal or interest payment date or (ii) with respect to any Bond, or any portion thereof, called for
redemption prior to maturity within 45 days prior to its redemption date, provided, however, such limitation of
transfer shall not be applicable to an exchange by the registered owner of the uncalled balance of a Bond.
Replacement of Bonds
If any Bond is mutilated, destroyed, stolen or lost, a new Bond in the same principal amount as the Bond so
mutilated, destroyed, stolen or lost will be issued. In the case of a mutilated Bond, such new Bond will be delivered
only upon surrender and cancellation of such mutilated Bond. In the case of any Bond issued in lieu of and in
substitution for a Bond which has been destroyed, stolen or lost, such new Bond will be delivered only (a) upon
filing with the City and the Paying Agent/Registrar evidence satisfactory to them that such Bond has been destroyed,
stolen or lost and proof of the ownership thereof and (b) upon furnishing the City and the Paying Agent/Registrar
with indemnity satisfactory to them. The person requesting the authentication and delivery of a new Bond must pay
such expenses as the Paying Agent/Registrar may incur in connection therewith.
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AD VALOREM PROPERTY TAXATION
The following is a summary of certain provisions of State law as it relates to ad valorem taxation and is not intended
to be complete. Reference is made to Title I of the Texas Tax Code, as amended (the “Property Tax Code”), for
identification of property subject to ad valorem taxation, property exempt or which may be exempted from ad
valorem taxation if claimed, the appraisal of property for ad valorem tax purposes, and the procedures and
limitations applicable to the levy and collection of ad valorem taxes.
Valuation of Taxable Property
The Property Tax Code provides for countywide appraisal and equalization of taxable property values and
establishes in each county of the State an appraisal district and an appraisal review board ( “Appraisal Review
Board”) responsible for appraising property for all taxing units within the county. The appraisal of property within
the City is the responsibility of the Taylor Central Appraisal District (the “Appraisal District”). Except as described
below, the Appraisal District is required to appraise all property within the Appraisal District on the basis of 100%
of its market value and is prohibited from applying any assessment ratios. In determining market value of property,
the Appraisal District is required to consider the cost method of appraisal, the income method of appraisal and the
market data comparison method of appraisal, and use the method the chief appraiser of the Appraisal District
considers most appropriate. The Property Tax Code requires appraisal districts to reappraise all property in its
jurisdiction at least once every three years. A taxing unit may require annual review at its own expense, and is
entitled to challenge the determination of appraised value of property within the taxing unit by petition filed with the
Appraisal Review Board.
State law requires the appraised value of an owner’s principal residence (“homestead” or “homesteads”) to be based
solely on the property’s value as a homestead, regardless of whether residential use is considered to be the highest
and best use of the property. State law further limits the appraised value of a homestead to the lesser of (1) the
market value of the property or (2) 110% of the appraised value of the property for the preceding tax year plus the
market value of all new improvements to the property (the “10% Homestead Cap”). The 10% increase is
cumulative, meaning the maximum increase is 10% times the number of years since the property was last appraised.
See Table 1 for the reduction in taxable valuation attributable to the 10% Homestead Cap.
State law provides that eligible owners of both agricultural land and open-space land, including open-space land
devoted to 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 (“Productivity Value”). The same land may
not be qualified as both agricultural and open-space land. See Table 1 for the reduction in taxable valuation
attributable to valuation by Productivity Value.
The appraisal values set by the Appraisal District are subject to review and change by the Appraisal Review Board.
The appraisal rolls, as approved by the Appraisal Review Board, are used by taxing units, such as the City, in
establishing their tax rolls and tax rates. See “AD VALOREM PROPERTY TAXATION – Issuer and Taxpayer
Remedies.”
State Mandated Homestead Exemptions
State law grants, with respect to each taxing unit in the State, various exemptions for disabled veterans and their
families, surviving spouses of members of the armed services killed in action and surviving spouses of first
responders killed or fatally wounded in the line of duty. See Table 1for the reduction in taxable valuation
attributable to state-mandated homestead exemptions.
Local Option Homestead Exemptions
The governing body of a taxing unit, including a city, county, school district, or special district, at its option may
grant: (1) an exemption of up to 20% of the market value of all homesteads (but not less than $5,000) and (2) an
additional exemption of the market value of the homesteads of persons 65 years of age or older and the disabled.
Each taxing unit decides if it will offer the local option homestead exemptions and at what percentage or dollar
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amount, as applicable. See Table 1 for the reduction in taxable valuation, if any, attributable to local option
homestead exemptions.
Local Option Freeze for the Elderly and Disabled
The governing body of a county, municipality or junior college district may, at its option, provide for a freeze on the
total amount of ad valorem taxes levied on the homesteads of persons 65 years of age or older or of disabled persons
above the amount of tax imposed in the year such residence qualified for such exemption. Also, upon voter
initiative, an election may be held to determine by majority vote whether to establish such a freeze on ad valorem
taxes. Once the freeze is established, the total amount of taxes imposed on such homesteads cannot be increased
except for certain improvements, and such freeze cannot be repealed or rescinded. See Table 1 for the reduction in
taxable valuation attributable to the freeze on taxes for the elderly and disabled.
Personal Property
Tangible personal property (furniture, machinery, supplies, inventories, etc.) used in the “production of income” is
taxed based on the property’s market value. Taxable personal property includes income-producing equipment and
inventory. Intangibles such as goodwill, accounts receivable, and proprietary processes are not taxable. Tangible
personal property not held or used for production of income, such as household goods, automobiles or light trucks,
and boats, is exempt from ad valorem taxation unless the governing body of a taxing unit elects to tax such property.
Freeport Exemptions
Certain goods detained in the State for 175 days or less for the purpose of assembly, storage, manufacturing,
processing or fabrication (“Freeport Property”) are exempt from ad valorem taxation unless a taxing unit took
official action to tax Freeport Property before April 1, 1990 and has not subsequently taken official action to exempt
Freeport Property. Decisions to continue to tax Freeport Property may be reversed in the future; decisions to exempt
Freeport Property are not subject to reversal. Certain goods, principally inventory, that are stored for the purposes of
assembling, storing, manufacturing, processing or fabricating the goods in a location that is not owned by the owner
of the goods and are transferred from that location to another location within 175 days (“Goods-in-Transit”), are
exempt from ad valorem taxation unless a taxing unit takes official action by January 1 of the year preceding a tax
year, after holding a public hearing, to tax Goods-in-Transit beginning the following tax year. Goods-in-Transit and
Freeport Property do not include oil, natural gas or petroleum products, and Goods-in-Transit does not include
special inventories such as motor vehicles or boats in a dealer’s retail inventory. A taxpayer may receive only one of
the Goods-in-Transit or Freeport Property exemptions for items of personal property. See Table 1 for the reduction
in taxable valuation, if any, attributable to Goods-in-Transit or Freeport Property exemptions.
Other Exempt Property
Other major categories of exempt property include property owned by the State or its political subdivisions if used
for public purposes, property exempt by federal law, property used for pollution control, farm products owned by
producers, property of nonprofit corporations used for scientific research or educational activities benefitting a
college or university, designated historic sites, solar and wind-powered energy devices, and certain classes of
intangible personal property.
Tax Increment Financing Zones
A city or county, by petition of the landowners or by action of its governing body, may create one or more tax
increment financing zones (“TIRZ”) within its boundaries, and other overlapping taxing units may agree to
contribute taxes levied against the “Incremental Value” in the TIRZ to finance or pay for project costs, as defined in
Chapter 311, Texas Government Code, general located within the TIRZ. At the time of the creation of the TIRZ, a
“base value” for the real property in the TIRZ is established and the difference between any increase in the assessed
valuation of taxable real property in the TIRZ in excess of the base value is known as the “Incremental Value”, and
during the existence of the TIRZ, all or a portion of the taxes levied by each participating taxing unit against the
Incremental Value in the TIRZ are restricted to paying project and financing costs within the TIRZ and are not
available for the payment of other obligations of such taxing units. See “AD VALOREM PROPERTY
TAXATION” City Application of Property Tax Code” for descriptions of any TIRZ created in the City.
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Tax Abatement Agreements
Taxing units may also enter into tax abatement agreements to encourage economic development. Under the
agreements, a property owner agrees to construct certain improvements on its property. The taxing unit, in turn,
agrees not to levy a tax on all or part of the increased value attributable to the improvements until the expiration of
the agreement. The abatement agreement could last for a period of up to 10 years. See “AD VALOREM
PROPERTY TAXATION – City Application of Property Tax Code” for descriptions of any of the City’s tax
abatement agreements. See Table 1 for the reduction in taxable valuation, if any, attributable to tax abatement
agreements.
For a discussion of how the various exemptions described above are applied by the City, see “AD VALOREM
PROPERTY TAXATION – City Application of Property Tax Code” herein.
Public Hearing and Maintenance and Operation Tax Rate Limitations
The following terms as used in this section have the meanings provided below:
“adjusted” means lost values are not included in the calculation of the prior year’s taxes and new values are not
included in the current year’s taxable values.
“de minimis rate” means the maintenance and operations tax rate that will produce the prior year’s total maintenance
and operations tax levy (adjusted) from the current year’s values (adjusted), plus the rate that produces an additional
$500,000 in tax revenue when applied to the current year’s taxable value, plus the debt service tax rate.
“no-new-revenue tax rate” means the combined maintenance and operations tax rate and debt service tax rate that
will produce the prior year’s total tax levy (adjusted) from the current year’s total taxable values (adjusted).
“special taxing unit” means a city for which the maintenance and operations tax rate proposed for the current tax
year is 2.5 cents or less per $100 of taxable value.
“unused increment rate” means the cumulative difference between a city’s voter-approval tax rate and its actual tax
rate for each of the tax years 2020 through 2022, which may be applied to a city’s tax rate in tax years 2021 through
2023 without impacting the voter-approval tax rate.
“voter-approval tax rate” means the maintenance and operations tax rate that will produce the prior year’s total
maintenance and operations tax levy (adjusted) from the current year’s values (adjusted) multiplied by 1.035, plus
the debt service tax rate, plus the “unused increment rate”.
The City’s tax rate consists of two components: (1) a rate for funding of maintenance and operations expenditures in
the current year (the “maintenance and operations tax rate”), and (2) a rate for funding debt service in the current
year (the “debt service tax rate”). Under State law, the assessor for the City must submit an appraisal roll showing
the total appraised, assessed, and taxable values of all property in the City to the City Council by August 1 or as
soon as practicable thereafter.
A city must annually calculate its “voter-approval tax rate” and “no-new-revenue tax rate” (as such terms are
defined above) in accordance with forms prescribed by the State Comptroller and provide notice of such rates to
each owner of taxable property within the city and the county tax assessor-collector for each county in which all or
part of the city is located. A city must adopt a tax rate before the later of September 30 or the 60th day after receipt
of the certified appraisal roll, except that a tax rate that exceeds the voter-approval tax rate must be adopted not later
than the 71st day before the next occurring November uniform election date. If a city fails to timely adopt a tax rate,
the tax rate is statutorily set as the lower of the no-new-revenue tax rate for the current tax year or the tax rate
adopted by the city for the preceding tax year.
As described below, the Property Tax Code provides that if a city adopts a tax rate that exceeds its voter-approval
tax rate or, in certain cases, its “de minimis rate”, an election must be held to determine whether or not to reduce the
adopted tax rate to the voter-approval tax rate.
11

A city may not adopt a tax rate that exceeds the lower of the voter-approval tax rate or the no-new-revenue tax rate
until each appraisal district in which such city participates has delivered notice to each taxpayer of the estimated
total amount of property taxes owed and the city has held a public hearing on the proposed tax increase.
For cities with a population of 30,000 or more as of the most recent federal decennial census, if the adopted tax rate
for any tax year exceeds the voter-approval tax rate, that city must conduct an election on the next occurring
November uniform election date to determine whether or not to reduce the adopted tax rate to the voter-approval tax
rate.
For cities with a population less than 30,000 as of the most recent federal decennial census, if the adopted tax rate
for any tax year exceeds the greater of (i) the voter-approval tax rate or (ii) the de minimis rate, the city must
conduct an election on the next occurring November uniform election date to determine whether or not to reduce the
adopted tax rate to the voter-approval tax rate. However, for any tax year during which a city has a population of
less than 30,000 as of the most recent federal decennial census and does not qualify as a special taxing unit, if a
city’s adopted tax rate is equal to or less than the de minimis rate but greater than both (a) the no-new-revenue tax
rate, multiplied by 1.08, plus the debt service tax rate or (b) the city’s voter-approval tax rate, then a valid petition
signed by at least three percent of the registered voters in the city would require that an election be held to determine
whether or not to reduce the adopted tax rate to the voter-approval tax rate.
Any city located at least partly within an area declared a disaster area by the Governor of the State or the President
of the United States during the current year may calculate its “voter-approval tax rate” using a 1.08 multiplier,
instead of 1.035, until the earlier of (i) the second tax year in which such city’s total taxable appraised value exceeds
the taxable appraised value on January 1 of the year the disaster occurred, or (ii) the third tax year after the tax year
in which the disaster occurred.
State law provides cities and counties in the State the option of assessing a maximum one-half percent (1/2%) sales
and use tax on retail sales of taxable items for the purpose of reducing its ad valorem taxes, if approved by a
majority of the voters in a local option election. If the additional sales and use tax for ad valorem tax reduction is
approved and levied, the no-new-revenue tax rate and voter-approval tax rate must be reduced by the amount of the
estimated sales tax revenues to be generated in the current tax year.
The calculations of the no-new-revenue tax rate and voter-approval tax rate do not limit or impact the City’s
ability to set a debt service tax rate in each year sufficient to pay debt service on all of the City’s
tax-supported debt obligations, including the Bonds.
Reference is made to the Property Tax Code for definitive requirements for the levy and collection of ad valorem
taxes and the calculation of the various defined tax rates.
Debt Tax Rate Limitations
All taxable property within the City is subject to the assessment, levy and collection by the City of a continuing,
direct annual ad valorem tax sufficient to provide for the payment of principal of and interest on all ad valorem taxsupported debt within the limits prescribed by law. Article XI, Section 4, of the Texas Constitution is applicable to
the City, and limits its maximum ad valorem tax rate to $1.50 per $100 of Taxable Assessed Valuation.
Administratively, the Attorney General of the State of Texas will permit allocation of $1.00 of the $1.50 maximum
tax rate for all debt service on ad valorem tax-supported debt, as calculated at the time of issuance.
City’s Rights in the Event of Tax Delinquencies
Taxes levied by the City are a personal obligation of the owner of the property as of January 1 of the year for which
the tax is imposed. On January 1 of each year, a tax lien attaches to property to secure the payment of all State and
local taxes, penalties, and interest ultimately imposed for the year on the property. The lien exists in favor of the
State and each local taxing unit, including the City, having power to tax the property. Personal property, under
certain circumstances, is subject to seizure and sale for the payment of delinquent taxes. At any time after taxes on
property become delinquent, the City may file suit to foreclose the lien securing payment of the tax, to enforce
personal liability for the tax, or both. In filing a suit to foreclose a tax lien on real property, the City must join other
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taxing units that have claims for delinquent taxes against all or part of the same property. Collection of delinquent
taxes may be adversely affected by the amount of taxes owed to other taxing units, by the effects of market
conditions on the foreclosure sale price, by taxpayer redemption rights (a taxpayer may redeem property within two
(2) years after the purchaser’s deed issued at the foreclosure sale is filed in the county records) or by bankruptcy
proceedings which restrict the collection of taxpayer debts. Federal bankruptcy law provides that an automatic stay
of actions by creditors and other entities, including governmental units, goes into effect with the filing of any
petition in bankruptcy. The automatic stay prevents governmental units from foreclosing on property and prevents
liens for post-petition taxes from attaching to property and obtaining secured creditor status unless, in either case, an
order lifting the stay is obtained from the bankruptcy court. In many cases, post-petition taxes are paid as an
administrative expense of the estate in bankruptcy or by order of the bankruptcy court.
Issuer and Taxpayer Remedies
Under certain circumstances, the City and its taxpayers may appeal the determinations of the Appraisal District by
timely initiating a protest with the Appraisal Review Board. Additionally, taxing units such as the City may bring
suit against the Appraisal District to compel compliance with the Property Tax Code.
Owners of certain property with a taxable value of at least $50 million and situated in a county with a population of
one million or more as of the most recent federal decennial census may additionally protest the determinations of
appraisal district directly to a three-member special panel of the appraisal review board, selected by a State district
judge, consisting of highly qualified professionals in the field of property tax appraisal.
The Property Tax Code sets forth notice and hearing procedures for certain tax rate increases by the City and
provides for taxpayer referenda that could result in the repeal of certain tax increases (See “– Public Hearing and
Maintenance and Operation Tax Rate Limitations”.) The Property Tax Code also establishes a procedure for notice
to property owners of reappraisals reflecting increased property value, appraisals which are higher than renditions,
and appraisals of property not previously on an appraisal roll.
City Application of the Property Tax Code
The City does not grant a local exemption for residence homesteads of persons 65 years of age or older or for
residence homesteads of persons who are disabled.
The City taxes only business personal property.
The City does not permit split payments and does not allow discounts.
The City does not grant the Freeport exemption.
The City has not taken action to tax Goods-in-Transit
The City does not participate in a TIRZ.
The City does not have any tax abatement agreements.

RETIREMENT PLAN
The City provides pension benefits for all of its eligible employees through a non-traditional, joint contributory,
hybrid defined benefit plan in the statewide Texas Municipal Retirement System, an agent multi-employer public
employee retirement system. For a discussion of the Retirement Plan, see Appendix D “Audited Financial
Statements for the Fiscal Year Ended September 30, 2019.”
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INVESTMENT POLICIES
Accounting Principles Generally Accepted in the United States
The City policy is to adhere to accounting principles generally accepted in the United States (see Appendix D
“Audited Financial Statements for the Fiscal Year Ended September 30, 2019”).
Legal Investments
Under State law, the City is authorized to invest in (1) obligations of the United States or its agencies and
instrumentalities, including letters of credit; (2) direct obligations of the State or its agencies and instrumentalities;
(3) collateralized mortgage obligations directly issued 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 and interest of which is unconditionally guaranteed or insured by, or backed by the full
faith and credit of, the State or the United States or their respective agencies and instrumentalities, including
obligations that are fully guaranteed or insured by the Federal Deposit Insurance Corporation or by the explicit full
faith and credit of the United States; (5) obligations of states, agencies, counties, cities, 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) obligations issued, assumed or guaranteed by the State of Israel; (7) certificates of
deposit and share Bonds meeting the requirements of the Texas Public Funds Investment Act (Chapter 2256, Texas
Government Code) (i) that are issued by or through an institution that has its main office or a branch office in the
State, and are guaranteed or insured by the Federal Deposit Insurance Corporation or the National Credit Union
Share Insurance Fund, or are secured as to principal by obligations described in clauses (1) through (6) or in any
other manner and amount provided by law for City deposits or, (ii) where (a) the funds are invested by the City
through (I) a broker that has its main office or a branch office in the State and is selected from a list adopted by the
City as required by law or (II) a depository institution that has its main office or a branch office in the State that is
selected by the City; (b) the broker or the depository institution selected by the City arranges for the deposit of the
funds in certificates of deposit in one or more federally insured depository institutions, wherever located, for the
account of the City; (c) the full amount of the principal and accrued interest of each of the certificates of deposit is
insured by the United States or an instrumentality of the United States, and (d) the City appoints the depository
institution selected under (a) above, an entity as described by Section 2257.041(d) of the Texas Government Code,
or a clearing broker-dealer registered with the Securities and Exchange Commission and operating pursuant to
Securities and Exchange Commission Rule 15c3-3 (17 C.F.R. Section 240.15c3-3) as custodian for the City with
respect to the certificates of deposit issued for the account of the City; (8) fully collateralized repurchase agreements
that have a defined termination date, are secured by a combination of cash and obligations described in clause
(1) require the securities being purchased by the City or cash held by the City to be pledged to the City, held in the
City’s name, and deposited at the time the investment is made with the City or with a third party selected and
approved by the City, and are placed through a primary government securities dealer, as defined by the Federal
Reserve, or a financial institution doing business in the State; (9) certain bankers’ acceptances with the remaining
term of 270 days or less, if the short-term obligations of the accepting bank or its parent are rated at least “A-1” or
“P-1” or the equivalent by at least one nationally recognized credit rating agency; (10) commercial paper with a
stated maturity of 270 days or less that is rated at least “A-1” or “P-1” or the equivalent by either (a) two nationally
recognized credit rating agencies or (b) 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 registered
with and regulated by the United States Securities and Exchange Commission that have a dollar weighted average
stated maturity of 90 days or less and include in their investment objectives the maintenance of a stable net asset
value of $1 for each share; and (12) no-load mutual funds registered with the United States Securities and Exchange
Commission that have an average weighted maturity of less than two years, invest exclusively in obligations
described in the this paragraph, and are continuously rated as to investment quality by at least one nationally
recognized investment rating firm of not less than “AAA” or its equivalent. In addition, bond proceeds may be
invested in guaranteed investment contracts that have a defined termination date and are secured by obligations,
including letters of credit, of the United States or its agencies and instrumentalities in an amount at least equal to the
amount of bond proceeds invested under such contract, other than the prohibited obligations described below.
A political subdivision such as the City may enter into securities lending programs if (i) the securities loaned under
the program are 100% collateralized, a loan made under the program allows for termination at any time and a loan
made under the program is either secured by (a) obligations that are described in clauses (1) through (6) above,
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(b) irrevocable letters of credit issued by a state or national bank that is continuously rated by a nationally
recognized investment rating firm at not less than A or its equivalent or (c) cash invested in obligations described in
clauses (1) through (6) above, clauses (10) through (12) above, or an authorized investment pool; (ii) securities held
as collateral under a loan are pledged to the City, held in the City’s name and deposited at the time the investment is
made with the City or a third party designated by the City; (iii) a loan made under the program is placed through
either a primary government securities dealer or a financial institution doing business in the State of Texas; and
(iv) the agreement to lend securities has a term of one year or less.
The City may invest in such obligations directly or through government investment pools that invest solely in such
obligations provided that the pools are rated no lower than “AAA” or “AAAm” or an equivalent by at least one
nationally recognized rating service. The City may also contract with an investment management firm registered
under the Investment Advisers Act of 1940 (15 U.S.C. Section 80b-1 et seq.) or with the State Securities Board to
provide for the investment and management of its public funds or other funds under its control for a term up to
two years, but the City retains ultimate responsibility as fiduciary of its assets. In order to renew or extend such a
contract, the City must do so by order, ordinance, or resolution.
The City is specifically prohibited from investing in: (1) obligations whose payment represents the coupon payments
on the outstanding principal balance of the underlying mortgage-backed security collateral and pays no principal;
(2) obligations whose payment represents the principal stream of cash flow from the underlying mortgage-backed
security and bears no interest; (3) collateralized mortgage obligations that have a stated final maturity of greater than
10 years; and (4) collateralized mortgage 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 investment diversification, yield, maturity, and the quality and
capability of investment management; and that include a list of authorized investments for City funds, the maximum
allowable stated maturity of any individual investment, the maximum average dollar-weighted maturity allowed for
pooled fund groups, methods to monitor the market price of investments acquired with public funds, a requirement
for settlement of all transactions, except investment pool funds and mutual funds, on a delivery versus payment
basis, and procedures to monitor rating changes in investments acquired with public funds and the liquidation of
such investments consistent with the Public Funds Investment Act. All City funds must be invested consistent with a
formally adopted “Investment Strategy Statement” that specifically addresses each fund’s investment. Each
Investment Strategy Statement will describe its objectives concerning: (1) suitability of investment type,
(2) preservation and safety of principal, (3) liquidity, (4) marketability of each investment, (5) diversification of the
portfolio, and (6) yield.
Under Texas law, City investments must be made “with judgment and care, under prevailing circumstances, that a
person of prudence, discretion, and intelligence would exercise in the management of the person’s own affairs, not
for speculation, but for investment, considering the probable safety of capital and the probable income to be
derived.” At least quarterly the City’s investment officers shall submit an investment report detailing: (1) the
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 asset at the beginning and end of the reporting period,
(5) the maturity date of each separately 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
investment strategy statements and (b) state law. No person may invest City funds without express written authority
from City Council.
Additional Provisions
Under State law, the City is additionally required to: (1) annually review its adopted policies and strategies;
(2) adopt a written instrument by rule, order, ordinance or resolution stating that it has reviewed its investment
policy and investment strategies and recording any changes made to either its investment policy or investment
strategy; (3) require any investment officers with personal business relationships or relatives with firms seeking to
sell securities to the City to disclose the relationship and file a statement with the Texas Ethics Commission and City
Council; (4) require the qualified representative of firms offering to engage in an investment transaction with the
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City to: (a) receive and review the City’s investment policy, (b) acknowledge that reasonable controls and
procedures have been implemented to preclude investment transactions conducted between the City and the business
organization that are not authorized by the City’s investment policy (except to the extent that this authorization is
dependent on an analysis of the makeup of the City’s entire portfolio or requires an interpretation of subjective
investment standards), and (c) deliver a written statement in a form acceptable to the City and the business
organization attesting to these requirements; (5) perform an annual audit of the management controls on investments
and adherence to the City’s investment policy; (6) provide specific investment training for the treasurer, chief
financial officer and investment officers; (7) restrict reverse repurchase agreements to not more than 90 days and
restrict the investment of reverse repurchase agreement funds to no greater than the term of the reverse repurchase
agreement; (8) restrict the investment in no-load mutual funds in the aggregate to no more than 15% of the City’s
monthly average fund balance, excluding bond proceeds and reserves and other funds held for debt service;
(9) require local government investment pools to conform to the new disclosure, rating, net asset value, yield
calculation, and advisory board requirements; and (10) at least annually review, revise and adopt a list of qualified
brokers that are authorized to engage in investment transactions with the City.
Current Investments
As of September 30, 2019, the City’s investment portfolio was invested in the following categories. As of such date,
the market value of such investments was approximately 100% of their book value.
Type of Investment
Governmental Fund
Business – Type Fund Water and
Sewer Fund
Total

Amount
$265,439
$1,498,311
$3,861,770

RECENT FINANCIAL DEVELOPMENTS
Infectious Disease Outbreak – COVID-19
A respiratory disease named “coronavirus disease 2019” (COVID-19) has recently spread to many parts of the world,
including Texas and elsewhere in the U.S. On March 11, 2020, COVID-19 was declared a pandemic by the World Health
Organization. The U.S. Centers for Disease Control and Prevention (CDC) has warned that widespread transmission of
COVID-19 in the United States is likely to occur. To slow the spread of COVID-19 in the U.S., the U.S. government has
imposed bans on travel from various countries, including China and many countries in Europe. Many companies,
including some in Texas, have imposed restrictions on business travel and employee gatherings and/or have encouraged or
required their employees to telecommute. Some local Texas governments have banned large gatherings. Some schools
and universities have altered their schedules or closed temporarily.

Potential Impact of COVID-19
A continued spread of COVID-19, and measures taken to prevent or reduce it, could adversely impact state, national and
global economic activities and, accordingly, adversely impact the financial condition and performance of the City, and the
extent of impact could be material.
Businesses and individuals appear to be altering their behaviors in a manner that is having negative impacts on global and
local economies. Stock values and crude oil prices, in the U.S. and globally, have seen significant declines attributed to
COVID-19 concerns. Texas may be particularly at risk from any global slowdown, given the prevalence of international
trade in the state and the risk of contraction in the oil and gas industry and spillover effects into other industries, including
manufacturing.
Measures taken to prevent or reduce the spread of COVID-19 could limit the growth of or reduce economic activity in the
State and the City, which in turn could limit the growth of or reduce the City’s ad valorem and sales tax collections. In
addition, further or extended reductions in the value of stocks and other investments could impact employee retirement
plans or other funds and could require actions by the State. Due to the recent and unprecedented nature of the spread of
COVID-19, the duration and extent of the potential impact of COVID-19 on the Texas economy and the City’s revenues,
expenses, and cash flow are uncertain and cannot be quantified at this time.
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RATINGS
Standard & Poor’s Rating Services, a Standard and Poor’s Financial Services LLC business, (“S&P”) has assigned a
rating of “AA” to the Bonds based upon the Municipal Bond Insurance Policy to be issue by Build America Mutual
Assurance Company. The Bonds have also been assigned an underlying rating of “A+” by S&P. An explanation of
the significance of such ratings may be obtained from S&P. Such ratings reflect only the views of S&P and the City
makes no representation as to the appropriateness of the ratings. 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 S&P, if in the
judgment of S&P, circumstances so warrant. Any such downward revision or withdrawal of such rating may have an
adverse effect on the market price of the Bonds. Neither the Underwriter nor the City has undertaken any
responsibility to bring to the attention of the holders of the Bonds any proposed revision or withdrawal of the rating
of the Bonds or to oppose any such proposed revision or withdrawal. Any such change in or withdrawal of such
ratings could have an adverse effect on the market price of the Bonds.
PENDING LITIGATION
There is no material litigation currently pending against the City.
LEGAL MATTERS
The City will furnish a complete transcript of proceedings incident to the authorization and issuance of the Bonds,
including the approving legal opinions of the Attorney General of the State of Texas to the effect that the Bonds are
valid and binding obligations of the City, and based upon examination of such transcripts of proceedings, the
approving legal opinions of Bond Counsel to the effect that (i) the Bonds are issued in compliance with the
provisions of the Ordinance are valid and legally binding obligations of the City and (ii) the interest on the Bonds is
exempt from federal income taxation under existing statutes, published rulings, regulations, and court decisions (see
“TAX MATTERS”). Bond Counsel has not been engaged to investigate the financial resources of the City or its
ability to provide for payment of the Bonds, and the opinion of Bond Counsel will make no statement as to such
matters, or any other information that may have been relied on by anyone in making the decision to purchase the
Bonds. The applicable legal opinion will be printed on or attached to the definitive Bonds.
Bond Counsel has reviewed the statements and information appearing in the Official Statement under the captions
“THE BONDS” (except the subcaption “Sources and Uses of Funds”), “GENERAL INFORMATION
REGARDING THE BONDS,” “REGISTRATION, TRANSFER AND EXCHANGE,” “AD VALOREM
PROPERTY TAXATION – Public Hearing and Maintenance and Operation Tax Rate Limitations,” “LEGAL
MATTERS,” “TAX MATTERS,” “LEGAL INVESTMENTS IN TEXAS,” “REGISTRATION AND
QUALIFICATION OF ISSUE FOR SALE” and “CONTINUING DISCLOSURE OF INFORMATION” (except the
subcaption “Compliance With Prior Undertakings”), and Bond Counsel is of the opinion that the information
contained under such captions and subcaptions fairly summarizes the procedures and documents referred to therein
and is correct as to matters of law. Bond Counsel has not independently verified any of the factual information
contained in this Official Statement nor have they conducted an investigation of the affairs of the City for the
purpose of passing upon the accuracy, completeness, or fairness of this Official Statement. No person is entitled to
rely upon such firm’s limited participation as an assumption of responsibility for, or an expression of opinion of any
kind with regard to, the accuracy, completeness, or fairness of any of the information contained herein.
TAX MATTERS
On the date of initial delivery of the Bonds, McCall, Parkhurst & Horton L.L.P., Dallas, Texas, Bond Counsel, will
render its opinion that, in accordance with statutes, regulations, published rulings and court decisions existing on the
date thereof ("Existing Law"), (1) interest on the Bonds for federal income tax purposes will be excludable from the
"gross income" of the holders thereof and (2) the Bonds will not be treated as "specified private activity bonds" the
interest on which would be included as an alternative minimum tax preference item under section 57(a)(5) of the
Internal Revenue Code of 1986 (the "Code"). Except as stated above, Bond Counsel will express no opinion as to
any other federal, state or local tax consequences of the purchase, ownership or disposition of the Bonds. See
APPENDIX C, FORM OF OPINION OF BOND COUNSEL.
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In rendering its opinion, Bond Counsel to the Issuer will rely upon (a) certain information and representations of the
Issuer, including information and representations contained in the Issuer's federal tax certificate, and (b) covenants
of the Issuer contained in the Bond documents relating to certain matters, including arbitrage and the use of the
proceeds of the Bonds and the property financed therewith. Failure by the Issuer to observe the aforementioned
representations or covenants could cause the interest on the Bonds to become taxable retroactively to the date of
issuance.
The Code and the regulations promulgated thereunder contain a number of requirements that must be satisfied
subsequent to the issuance of the Bonds in order for interest on the Bonds to be, and to remain, excludable from
gross income for federal income tax purposes. Failure to comply with such requirements may cause interest on the
Bonds to be included in gross income retroactively to the date of issuance of the Bonds. The opinion of Bond
Counsel is conditioned on compliance by the Issuer with such requirements, and Bond Counsel has not been
retained to monitor compliance with these requirements subsequent to the issuance of the Bonds.
Bond Counsel's opinion represents its legal judgment based upon its review of Existing Law and the reliance on the
aforementioned information, representations and covenants. Bond Counsel's opinion is not a guarantee of a result.
The Existing Law is subject to change by the Congress and to subsequent judicial and administrative interpretation
by the courts and the Department of the Treasury. There can be no assurance that such Existing Law or the
interpretation thereof will not be changed in a manner which would adversely affect the tax treatment of the
purchase, ownership or disposition of the Bonds.
A ruling was not sought from the Internal Revenue Service by the Issuer with respect to the Bonds or the property
financed or refinanced with proceeds of the Bonds. No assurances can be given as to whether the Internal Revenue
Service will commence an audit of the Bonds, or as to whether the Internal Revenue Service would agree with the
opinion of Bond Counsel. If an Internal Revenue Service audit is commenced, under current procedures the Internal
Revenue Service is likely to treat the Issuer as the taxpayer and the Bondholders may have no right to participate in
such procedure. No additional interest will be paid upon any determination of taxability.
Federal Income Tax Accounting Treatment of Original Issue Discount
The initial public offering price to be paid for one or more maturities of the Bonds may be less than the maturity
amount thereof or one or more periods for the payment of interest on the Bonds may not be equal to the accrual
period or be in excess of one year (the "Original Issue Discount Bonds"). In such event, the difference between
(i) the "stated redemption price at maturity" of each Original Issue Discount Bond, and (ii) the initial offering price
to the public of such Original Issue Discount Bond would constitute original issue discount. The "stated redemption
price at maturity" means the sum of all payments to be made on the Bonds less the amount of all periodic interest
payments. Periodic interest payments are payments which are made during equal accrual periods (or during any
unequal period if it is the initial or final period) and which are made during accrual periods which do not exceed one
year.
Under Existing Law, any owner who has purchased such Original Issue Discount Bond in the initial public offering
is entitled to exclude from gross income (as defined in section 61 of the Code) an amount of income with respect to
such Original Issue Discount Bond equal to that portion of the amount of such original issue discount allocable to
the accrual period. For a discussion of certain collateral federal tax consequences, see discussion set forth below.
In the event of the redemption, sale or other taxable disposition of such Original Issue Discount Bond prior to stated
maturity, however, the amount realized by such owner in excess of the basis of such Original Issue Discount Bond
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 Bond was held by such initial owner) is includable in gross income.
Under Existing Law, the original issue discount on each Original Issue Discount Bond is accrued daily to the stated
maturity thereof (in amounts calculated as described below for each six-month period ending on the date before the
semiannual anniversary dates of the date of the Bonds and ratably within each such six-month period) and the
accrued amount is added to an initial owner's basis for such Original Issue Discount Bond for purposes of
determining the amount of gain or loss recognized by such owner upon the redemption, sale or other disposition
thereof. The amount to be added to basis for each 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 each accrual period and properly adjusted for the length of the accrual
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period) less (b) the amounts payable as current interest during such accrual period on such Original Issue Discount
Bond.
The federal income tax consequences of the purchase, ownership, redemption, sale or other disposition of Original
Issue Discount Bonds which are not purchased in the initial offering at the initial offering price may be determined
according to rules which differ from those described above. All owners of Original Issue Discount Bonds should
consult their own tax advisors with respect to the determination for federal, state and local income tax purposes of
the treatment of interest accrued upon redemption, sale or other disposition of such Original Issue Discount Bonds
and with respect to the federal, state, local and foreign tax consequences of the purchase, ownership, redemption,
sale or other disposition of such Original Issue Discount Bonds.
Collateral Federal Income Tax Consequences
The following discussion is a summary of certain collateral federal income tax consequences resulting from the
purchase, ownership or disposition of the Bonds. This discussion is based on existing statutes, regulations, published
rulings and court decisions, all of which are subject to change or modification, retroactively.
The following discussion is applicable to 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 an earned income credit, certain S
corporations with accumulated earnings and profits and excess passive investment income, foreign corporations
subject to the branch profits tax, taxpayers qualifying for the health insurance premium assistance credit, and
taxpayers who may be deemed to have incurred or continued indebtedness to purchase tax-exempt obligations.
THE DISCUSSION CONTAINED HEREIN MAY NOT BE EXHAUSTIVE. INVESTORS, INCLUDING THOSE
WHO ARE SUBJECT TO SPECIAL PROVISIONS OF THE CODE, SHOULD CONSULT THEIR OWN TAX
ADVISORS AS TO THE TAX TREATMENT WHICH MAY BE ANTICIPATED TO RESULT FROM THE
PURCHASE, OWNERSHIP AND DISPOSITION OF TAX-EXEMPT OBLIGATIONS BEFORE
DETERMINING WHETHER TO PURCHASE THE BONDS.
Under section 6012 of the Code, holders of tax-exempt obligations, such as the Bonds, may be required to disclose
interest received or accrued during each taxable year on their returns of federal income taxation.
Section 1276 of the Code provides for ordinary income tax treatment of gain recognized upon the disposition of a
tax-exempt obligation, such as the Bonds, if such obligation was acquired at a "market discount" and if the fixed
maturity of such obligation is equal to, 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 market 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 at maturity 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 "accrued market discount" is the amount which bears the same ratio 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 final 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 Bonds 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.
Information Reporting and Backup Withholding
Subject to certain exceptions, information reports describing interest income, including original issue discount, with
respect to the Bonds will be sent to each registered holder and to the IRS. Payments of interest and principal may be
subject to withholding under Sections 1471 through 1474 or backup withholding under Section 3406 of the Code if a
recipient of the payments fails to furnish to the payor such owner's social security number or other taxpayer
identification number ("TIN"), furnishes an incorrect TIN, or otherwise fails to establish an exemption from the
backup withholding tax. Any amounts so withheld would be allowed as a credit against the recipient's federal
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income tax. Special rules apply to partnerships, estates and trusts, and in certain circumstances, and in respect of
Non-U.S. Holders, certifications as to foreign status and other matters may be required to be provided by partners
and beneficiaries thereof.
Future and Proposed Legislation
Tax legislation, administrative actions taken by tax authorities, or court decisions, whether at the Federal or state
level, may adversely affect the tax-exempt status of interest on the Bonds under Federal or state law and could affect
the market price or marketability of the Bonds. Any such proposal could limit the value of certain deductions and
exclusions, including the exclusion for tax-exempt interest. The likelihood of any such proposal being enacted
cannot be predicted. Prospective purchasers of the Bonds should consult their own tax advisors regarding the
foregoing matters.
Qualified Tax-Exempt Obligations for Financial Institutions
Section 265(a) of the Code provides, in pertinent part, that interest paid or incurred by a taxpayer, including a
"financial institution," on indebtedness incurred or continued to purchase or carry tax-exempt obligations is not
deductible in determining the taxpayer's taxable 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 that is a
"financial institution" allocable to tax-exempt obligations, other than "private activity bonds," that are designated by
a "qualified small issuer" as "qualified tax-exempt obligations." A "qualified small issuer" is any governmental
issuer (together with any "on-behalf of" and "subordinate" issuers) who issues no more than $10,000,000 of taxexempt obligations during the calendar year. Section 265(b)(5) of the Code defines the term "financial institution" as
any "bank" described in Section 585(a)(2) of the Code, or any person accepting deposits from the public in the
ordinary course of such person's trade or business that is subject to federal or state supervision as a financial
institution. Notwithstanding the exception to the disallowance of the deduction of interest on indebtedness related to
"qualified tax-exempt obligations" provided by Section 265(b) of the Code, Section 291 of the Code provides that
the allowable deduction to a "bank," as defined in Section 585(a)(2) of the Code, for interest on indebtedness
incurred or continued to purchase "qualified tax-exempt obligations" shall be reduced by twenty-percent (20%) as a
"financial institution preference item."
The Issuer has designated the Bonds as "qualified tax-exempt obligations" within the meaning of section 265(b) of
the Code. In furtherance of that designation, the Issuer has covenanted to take such action that would assure, or to
refrain from such action that would adversely affect, the treatment of the Bonds as "qualified tax-exempt
obligations." Potential purchasers should be aware that if the issue price to the public exceeds $10,000,000,
there is a reasonable basis to conclude that the payment of a de minimis amount of premium in excess of
$10,000,000 is disregarded; however, the Internal Revenue Service could take a contrary view. If the Internal
Revenue Service takes the position that the amount of such premium is not disregarded, then such obligations
might fail to satisfy the $10,000,000 limitation and the Bonds would not be "qualified tax-exempt obligations."
LEGAL INVESTMENTS IN TEXAS
Under the Texas Public Security Procedures Act (Texas Government Code, Chapter 1201), the Bonds (1) are
negotiable instruments, (2) are investment securities to which Chapter 8 of the Texas Uniform Commercial Code
applies, and (3) are legal and authorized investments for (A) an insurance company, (B) a fiduciary or trustee, or
(C) a sinking fund of a municipality or other political subdivision or public agency of the State of Texas. The Bonds
are eligible to secure deposits of any public funds of the State, its agencies, and political subdivisions, and are legal
security for those deposits to the extent of their market value. For political subdivisions in Texas which have
adopted investment policies and guidelines in accordance with the Public Funds Investment Act (Texas Government
Code, Chapter 2256), the Bonds may have to be assigned a rating of not less than “A” or its equivalent as to
investment quality by a national rating agency before such Bonds are eligible investments for sinking funds and
other public funds. In addition, various provisions of the Texas Finance Code provide that, subject to a prudent
investor standard, the Bonds are legal investments for state banks, savings banks, trust companies with at least
$1 million of capital and savings and loan associations.
The City has made no investigation of other laws, rules, regulations, or investment criteria which might apply to
such institutions or entities or which might limit the suitability of the Bonds for any of the foregoing purposes or
limit the authority of such institutions or entities to purchase or invest in the Bonds for such purposes. The City has
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made no review of laws in other states to determine whether the Bonds are legal investments for various institutions
in those states.
REGISTRATION AND QUALIFICATION OF ISSUE FOR SALE
No registration statement relating to the Bonds has been filed with the United States Securities and Exchange
Commission under the federal Securities Act of 1933, as amended, in reliance upon the exemption provided
thereunder by Section 3(a)(2); and the Bonds have not been registered or qualified under the Securities Act of Texas
in reliance upon various exemptions contained therein; nor have the Bonds been registered or qualified under the
securities acts of any other jurisdiction. The City assumes no responsibility for registration or qualification of the
Bonds under the securities laws of any other jurisdiction in which the Bonds may be offered, sold, or otherwise
transferred. This disclaimer of responsibility for registration and qualification for sale or other disposition of the
Bonds shall not be construed as an interpretation of any kind with regard to the availability of any exemption from
securities registration or qualification provisions in such other jurisdictions.
CONTINUING DISCLOSURE OF INFORMATION
The offering of the Bonds qualifies for the Rule 15c2-12(d)(2) exemption from Rule 15c2-12(b)(5) regarding the
City’s continuing disclosure obligations, because the City does not currently have outstanding more than
$10,000,000 in aggregate principal amount of municipal securities (excluding securities offered in transactions that
were exempt from the Rule). Pursuant to the exemption, in the Ordinance, the City has made the following
agreement for the benefit of the holders and beneficial owners of the Bonds. The City is required to observe the
agreement for so long as it remains obligated to advance funds to pay the Bonds. 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 the Municipal Securities Rulemaking Board (“MSRB”). This information will be
available free of charge from the MSRB via Electronic Municipal Market Access (“EMMA”) system at
www.emma.msrb.org.
Annual Reports
The City will provide certain updated financial information and operating data to the MSRB annually in an
electronic format as prescribed by the MSRB. The information to be updated includes all quantitative financial
information and operating data with respect to the City of the general type included this Official Statement , but only
to the extent that such information is customarily prepared by the City and publicly available. Currently, the only
information that is customarily prepared by the City and publicly available consists of an annual audit of the City’s
financial statements. The City will update and provide this information within twelve months after the end of each
fiscal year.
The City may provide updated information in full text or may incorporate by reference certain other publicly
available documents, as permitted by SEC Rule 15c2-12 (the “Rule”). 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
statements are not available by the required time, the City will provide unaudited financial statements by the
required time and audited financial statements when and if such audited financial statements become available. Any
such financial statements will be prepared in accordance with the accounting principles described in APPENDIX D
or such other accounting principles as the City may be required to employ from time to time pursuant to state law or
regulation.
The City's current fiscal year end is September 30. Accordingly, it must provide updated information by the last day
of September in each year following the end of its fiscal year, unless the City changes its fiscal year. If the City
changes its fiscal year, it will notify the MSRB of the change.
Material Event Notices
The City will also provide timely notices of certain events to the MSRB (not in excess of ten (10) days after the
occurrence of the event). The City will provide notice of any of the following events with respect to the Bonds:
(1) principal and interest payment delinquencies; (2) non-payment related defaults, if material; (3) unscheduled
draws on debt service reserves reflecting financial difficulties; (4) unscheduled draws on credit enhancements
reflecting financial difficulties; (5) substitution of credit or liquidity providers, or their failure to perform;
21

(6) adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final determinations of
taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other material notices or determinations with respect
to the tax status of the Bonds, or other material events affecting the tax status of the Bonds; (7) modifications to
rights of holders of the Bonds, if material; (8) Bond calls, if material, and tender offers; (9) defeasances;
(10) release, substitution, or sale of property securing repayment of the Bonds, if material; (11) rating changes;
(12) bankruptcy, insolvency, receivership or similar event of the City; (13) the consummation of a merger,
consolidation, or acquisition involving the City or the sale of all or substantially all of the assets of the City, other
than in the ordinary course of business, the entry into a definitive agreement to undertake such an action or the
termination of a definitive agreement relating to any such actions, other than pursuant to its terms, if material;
(14) appointment of a successor or additional trustee or the change of name of a trustee, if material; (15) incurrence
of a financial obligation of the City, if material, or agreement to covenants, events of default, remedies, priority
rights, or other similar terms of a financial obligation of the City, any of which affect security holders, if material;
and (16) default, event of acceleration, termination event, modification of terms, or other similar events under the
terms of a financial obligation of the City, any of which reflect financial difficulties. (Neither the Bonds nor the
Ordinance make any provision for debt service reserves or liquidity enhancement). In addition, the City will
provide timely notice of any failure by the City to provide information, data, or financial statements in accordance
with its agreement described above under “Annual Reports”.
All documents provided to the MSRB shall be accompanied by identifying information, as prescribed by the MSRB.
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 to a complete presentation of its
financial results of operations, condition, or prospects or agreed to update any information that is provided, except as
described above. The City makes no representation or warranty concerning such information or concerning its
usefulness to a decision to invest in or sell the Bonds at any future date. The City disclaims any contractual or tort
liability for damages resulting in whole or in part from any breach of its continuing disclosure agreement or from
any statement made pursuant to its agreement, although holders and beneficial owners of the Bonds may seek a writ
of mandamus to compel the City to comply with its agreement.
This continuing disclosure agreement may be amended by the City from time to time to adapt to changed
circumstances that arise from a change in legal requirements, a change in law, or a change in the identity, nature,
status, or type of operations of the City, but only if (1) the provisions, as so amended, would have permitted an
underwriter to purchase or sell Bonds in the primary offering of the Bonds in compliance with the Rule, taking into
account any amendments or interpretations of the Rule since such offering as well as such changed circumstances
and (2) either (a) the registered owners of a majority in aggregate principal of the outstanding Bonds consent to such
amendment or (b) a person that is unaffiliated with the City (such as nationally recognized bond counsel) determines
that such amendment will not materially impair the interest of the registered owners and beneficial owners of the
Bonds. The City may also amend or repeal the provisions of this continuing disclosure agreement if the SEC
amends or repeals the applicable provision of the Rule or a court of final jurisdiction enters judgment that such
provisions of the Rule are invalid, but only if and to the extent that the provisions of this sentence would not prevent
an underwriter from lawfully purchasing or selling Bonds in the primary offering of the Bonds. If the City amends
its agreement, it must include with the next financial information and opening data provided in accordance with its
agreement described above under “Annual Reports” an explanation, in narrative form, of the reasons for the
amendment and of the impact of any change in type of information and data provided. The City may also amend or
repeal the provisions of this continuing disclosure agreement if the SEC amends or repeals the applicable provision
of the Rule or a court of final jurisdiction enters judgment that such provisions of the Rule are invalid, but only if
and to the extent that the provisions of this sentence would not prevent an underwriter from lawfully purchasing or
selling Bonds in the primary offering of the Bonds.
Compliance with Prior Undertakings
The City has not been subject to a continuing disclosure obligation for the past 5 years.
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OTHER INFORMATION
Financial Advisor
In its role as Financial Advisor, Government Capital Securities Corporation has relied on the City for certain
information concerning the City and the Bonds. The fee of the Financial Advisor for services with respect to the
Bonds is contingent upon the issuance and sale of the Bonds. The Financial Advisor is not obligated to undertake,
and has not undertaken to make, an independent verification or to assume responsibility for the accuracy,
completeness, or fairness of the information in this Official Statement.
The Financial Advisor has provided the following sentence for inclusion in this Official Statement. The Financial
Advisor has reviewed the information in this Official Statement in accordance with, and as part of, its
responsibilities to the City and, as applicable, to investors under the federal securities laws as applied to the facts and
circumstances of this transaction, but the Financial Advisor does not guarantee the accuracy or completeness of such
information.
Audited Financial Statements
Cathrine Wilks CPA LLC, the City’s independent auditor, has not reviewed, commented on, or approved, and is not
associated with, this Official Statement. The report of Brooks Watson & Co. relating to City’s financial statements
for the fiscal year ended September 30, 2019 is included in this Official Statement in APPENDIX D; however,
Cathrine Wilks CPA LLC has not performed any procedures on such financial statements since the date of such
report, and has not performed any procedures on any other financial information of the City, including without
limitation any of the information contained in this Official Statement.

Underwriting
Raymond James & Associates, Inc., the Underwriter, has agreed to purchase the Bonds from the City for
$_____________ (being the principal amount of the Bonds, plus a net premium of $________________, less an
Underwriter’s discount of $__________).
The Underwriter has provided the following sentence for inclusion in this Official Statement. The Underwriter has
reviewed the information set forth in this Official Statement in accordance with, and as part of, its responsibilities to
investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the
Underwriter does not guarantee the accuracy or completeness of such information.
Forward-Looking Statements
The statements contained in this Official Statement and in any other information provided by the City that are not
purely historical are forward-looking statements, including statements regarding the City’s expectations, hopes,
intentions, or strategies regarding the future. Readers should not place undue reliance on forward-looking
statements. All forward-looking statements included in this Official Statement are based on information available to
the City on the date hereof, and the City assumes no obligations to update any such forward-looking statements. It is
important to note that the City’s actual results could differ materially from those in such forward-looking statements.
The forward-looking statements included herein are necessarily based on various assumptions and estimates and are
inherently subject to various risks and uncertainties, including risks and uncertainties relating to the possible
invalidity of the underlying assumptions and estimates and possible changes or developments in social, economic,
business, industry, market, legal, and regulatory circumstances and conditions and actions taken or omitted to be
taken by third parties, including customers, suppliers, business partners, and competitors, and legislative, judicial,
and other governmental authorities and officials. Assumptions related to the foregoing involve judgments with
respect to, among other things, future economic, competitive, and market conditions and future business decisions,
all of which are difficult or impossible to predict accurately and many of which are beyond the control of the City.
Any of such assumptions could be inaccurate and, therefore, there can be no assurance that the forward-looking
statements included in this Official Statement will prove to be accurate.
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Concluding Statement
The information set forth herein has been obtained from the City’s records, audited financial statements and other
sources which are considered to be reliable. There is no guarantee that any of the assumptions or estimates
contained herein will ever be realized. All of the summaries of the statutes, documents and the Ordinance contained
in this Official Statement are made subject to all of the provisions of such statutes, documents, and the Ordinance.
These summaries do not purport to be complete statements of such provisions and reference is made to such
summarized documents for further information. Reference is made to official documents in all respects.
The City has reviewed and approved the Official Statement and said instrument has been authorized for use and
distribution by the Underwriter for the purpose of offering the Bonds.

Mayor, City of Merkel, Texas

ATTEST:

Secretary, City of Merkel, Texas
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SCHEDULE I
SCHEDULE OF REFUNDED OBLIGATIONS*

Series to be Refunded
Tax & Waterworks and Sewer
System Surplus Certificates of
Obligation, Series 1994
SERIAL

Maturity
Date

Interest
Rate

Par Amount

Call Date

Call Price

09/01/2020
09/01/2021
09/01/2022
09/01/2023
09/01/2024

4.500%
4.500%
4.500%
4.500%
4.500%

20,000
21,000
22,000
23,000
24,000
$110,000

04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020

100.000
100.000
100.000
100.000
100.000

09/01/2020
09/01/2021
09/01/2022
09/01/2023
09/01/2024
09/01/2025
09/01/2026
09/01/2027
09/01/2028
09/01/2029
09/01/2030
09/01/2031
09/01/2032
09/01/2033
09/01/2034
09/01/2035
09/01/2036
09/01/2037
09/01/2038
09/01/2039
09/01/2040
09/01/2041
09/01/2042
09/01/2043
09/01/2044
09/01/2045
09/01/2046
09/01/2047

4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%

37,000
38,000
40,000
42,000
44,000
46,000
48,000
50,000
52,000
55,000
57,000
60,000
63,000
66,000
69,000
72,000
75,000
78,000
82,000
86,000
90,000
94,000
98,000
103,000
107,000
112,000
117,000
123,000
$2,004,000

04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020

100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000

Combination Tax
& Revenue
Certificates of Obligation, Series
2008

I-1

Combination Tax & Waterworks and
Sewer System Surplus Revenue
Certificates of Obligation, Series
2009
09/01/2020
09/01/2021
09/01/2022
09/01/2023
09/01/2024
09/01/2025
09/01/2026
09/01/2027
09/01/2028
09/01/2029
09/01/2030
09/01/2031
09/01/2032
09/01/2033
09/01/2034
09/01/2035
09/01/2036
09/01/2037
09/01/2038
09/01/2039
09/01/2040
09/01/2041
09/01/2042
09/01/2043
09/01/2044
09/01/2045
09/01/2046
09/01/2047
09/01/2048

4.796%
4.855%
4.895%
4.945%
4.965%
5.004%
5.034%
5.063%
5.143%
5.143%
5.142%
5.142%
5.142%
5.182%
5.182%
5.181%
5.181%
5.181%
5.221%
5.221%
5.221%
5.220%
5.221%
5.220%
5.220%
5.220%
5.220%
5.220%
5.220%

________________________
*
Preliminary, subject to change.
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40,000
45,000
45,000
50,000
50,000
55,000
55,000
60,000
60,000
65,000
70,000
75,000
75,000
80,000
85,000
90,000
95,000
100,000
105,000
110,000
115,000
120,000
125,000
135,000
140,000
145,000
155,000
160,000
170,000
$2,675,000

04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020
04/10/2020

100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000

APPENDIX A
FINANCIAL INFORMATION REGARDING
THE
CITY OF MERKEL, TEXAS

FINANCIAL INFORMATION FOR THE CITY

ASSESSED VALUATION

TABLE 1

2019 Total Value of Taxable Property

$114,880,292

Less Exemptions:
Disabled and Deceased Veterans’ Exemptions
Total Value, Under a State Amount
Primarily Performing Chartable Functions
Other Exemptions, including Public Property, Religions

750,454
3,750
21,434
22,404,540

2019 Net Taxable Assessed Valuation (100% of Actual)(a)

23,179,998
$91,700,294

________________
(a)

See “AD VALOREM PROPERTY TAXATION - City Application of the Property Tax Code” in the Official
Statement for a description of the City’s taxation procedures.
Source: Taylor County Appraisal District
PRINCIPAL TAXPAYERS

Name
Dunagin Transportation Co.
BW Gas & Convenience
McElroy Metal Mill Inc.
B & D Storage LP
Union Pacific Railroad Co.
AEP Texas Inc.
Brookshire Grocery Co.
Stroh Properties LP
City of Merkel

TABLE 2

Type of Business
Shipping/Freight
Gas Station
Industrial Manufacturing
Storage Units/Warehouse
Railroad
Electric Utility/ Power Plant
Grocery Store
Nursing Home
Industrial Manufacturing

Total

2019 Net Taxable
Assessed Valuation
$4,720,939
2,991,382
1,752,526
1,419,621
1,393,770
1,288,633
1,245,281
1,174,133
1,025,318

% of Total
2019 Assessed
Valuation*
5.15%
3.26%
1.91%
1.55%
1.52%
1.41%
1.36%
1.28%
1.12%

$17,011,603

18.55%

* Based on 2019 Net Taxable Assessed Valuation of $91,700,294.
________________

Source: Texas Comptroller of Public Accounts and Denton Central Appraisal District

PROPERTY TAX RATES AND COLLECTIONS(a) ......................................TABLE 3

Fiscal
Tax
Year
2015
2016
2017
2018
2019

Net Taxable
Assessed Valuation
$91,504,228
98,511,683
82,833,201
85,995,136
91,700,294

Tax
Rate
$0.5912
0.5854
0.7014
0.6500
0.6600

Current
Collection %
96.78%
96.66%
95.80%
95.79%
N/A

Year
Ended
9-30-16
9-30-17
9-30-18
9-30-19
9-30-20

________________
(a)

See “AD VALOREM PROPERTY TAXATION - The City Application of the Property Tax Code” in the Official
Statement for a description of the City’s taxation procedures.
Source: Texas Municipal Report published by the Municipal Advisory Council of Texas, the Denton County
Appraisal District, and the City’s 2019 Annual Financial Statements.
Note: Assessed Valuations may change during the year due to various supplements and protests, and valuations
on a later date or in other tables of this Official Statement may not match those shown on this table.

TAX RATE DISTRIBUTION

Maintenance & Operations
I & S Fund
TOTAL

TABLE 4

2019-2020
$0.6600
0.0000

2018-2019
$0.6500
0.0000

2017-2018
$0.7014
0.0000

2016-2017
$0.5854
0.0000

2015-2016
$0.5912
0.0000

$0.6600

$0.6500

$0.7014

$0.5854

$0.5912

________________
Source:Texas Municipal Report published by the Municipal Advisory Council of Texas, the Denton County Appraisal
District, and the City’s 2019 Annual Financial Statements.
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TABLE 5

PRO FORMA GENERAL OBLIGATION DEBT SERVICE REQUIREMENTS

Fiscal Year
30-Sept
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048
2049
2050
TOTAL

Total
Outstanding
Debt Service
$623,446.18
745,178.11
741,521.10
747,515.61
742,658.11
697,468.11
691,676.21
695,628.81
688,820.71
694,694.11
696,698.20
700,966.90
693,366.40
696,453.40
697,607.20
698,930.30
699,382.00
697,960.61
698,708.61
698,409.50
697,143.30
694,910.01
692,712.01
700,502.00
694,715.50
690,962.00
695,109.00
690,677.00
437,055.50
79,332.50
79,230.00
$20,199,439.00

Less
Refunded
Obligations
Debt Service*
$213,633.73
332,784.06
330,944.30
333,951.56
331,554.06
309,011.56
306,189.36
308,260.66
304,972.86
307,547.06
308,729.10
310,564.70
307,008.20
308,316.70
309,201.10
309,691.40
309,788.50
309,491.56
309,800.56
309,628.50
309,015.40
307,961.26
306,467.26
310,531.00
307,849.00
305,726.00
308,117.00
305,761.00
178,874.00
$8,811,371.45

Principal*
$115,000.00
120,000.00
125,000.00
125,000.00
105,000.00
105,000.00
110,000.00
110,000.00
120,000.00
125,000.00
130,000.00
135,000.00
140,000.00
145,000.00
150,000.00
160,000.00
165,000.00
170,000.00
180,000.00
185,000.00
190,000.00
195,000.00
210,000.00
215,000.00
220,000.00
230,000.00
240,000.00
120,000.00
$4,340,000.00

Interest*
$62,582.36
164,450.00
161,000.00
157,400.00
153,650.00
149,900.00
146,750.00
143,600.00
140,300.00
137,000.00
132,200.00
127,200.00
122,000.00
116,600.00
111,000.00
105,200.00
99,200.00
92,800.00
86,200.00
79,400.00
72,200.00
64,800.00
57,200.00
49,400.00
41,000.00
32,400.00
23,600.00
14,400.00
4,800.00
$2,848,232.36

* Preliminary, subject to change. Interest estimated at market rates for purposes of illustration.
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Total Debt
Service*
$472,394.81
691,844.05
691,576.80
695,964.05
689,754.05
643,356.55
637,236.85
640,968.15
634,147.85
644,147.05
645,169.10
647,602.20
643,358.20
644,736.70
644,406.10
644,438.90
648,793.50
646,269.05
645,108.05
648,181.00
645,327.90
641,748.75
638,444.75
649,371.00
642,866.50
637,636.00
640,592.00
639,316.00
382,981.50
79,332.50
79,230.00
$18,576,299.91

APPENDIX B
GENERAL INFORMATION REGARDING
THE CITY OF MERKEL, TEXAS

General
The City of Merkel, Texas (the “City”) is city in Taylor County, Texas. Merkel is located 17 miles west of Abilene, Texas
near Interstate Highway 20. The population was 2,590 at the 2010 census. The City is served by the Merkel Independent
School District. Around 1870, when the Texas and Pacific Railway was built, the City was founded as Windmill Town. In
1881, it was renamed as Merkel in honor of the first settler in this area, S. M. Merkel from Germany. In 1882, the first
mercantile store and in 1883, the first post office opened in the City.

Taylor County
Taylor County, Texas is a total area of 919 square mile. As of the 2010 census, its population was 131,506. Its county seat
is Abilene, Texas. The county was created in 1858 and later organized in 1878. It is named for Edward Taylor, George
Taylor, and James Taylor, three brothers who died at the Battle of the Alamo. Taylor County is included in the Abilene,
Texas Metropolitan Statistical Area, and is considered part of West Texas.
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APPENDIX C
FORM OF OPINION OF BOND COUNSEL

PROPOSED FORM OF OPINION OF BOND COUNSEL
An opinion in substantially the following form will be delivered by McCall,
Parkhurst & Horton L.L.P., Bond Counsel, upon the delivery of the Bonds,
assuming no material changes in facts or law.
CITY OF MERKEL, TEXAS
GENERAL OBLIGATION REFUNDING BONDS, SERIES 2020
IN THE AGGREGATE PRINCIPAL AMOUNT OF $_____

AS BOND COUNSEL FOR THE CITY OF MERKEL, TEXAS, (the “Issuer”) in connection with
the issuance of the General Obligation Refunding Bonds described above (the “Bonds”), we have examined
into the legality and validity of the Bonds, which bear interest from the dates and mature on the dates, and
are subject to redemption, in accordance with the terms and conditions stated in the text of the Bonds and
in the ordinance of the Issuer authorizing the issuance and sale of the Bonds (the “Ordinance”). Terms used
herein and not otherwise defined shall have the meaning given in the Ordinance.
WE HAVE EXAMINED the applicable and pertinent provisions of the Constitution and laws of
the State of Texas, a transcript of certified proceedings of the Issuer, and other pertinent instruments
authorizing and relating to the issuance and sale of the Bonds, including executed Bond Number T-1.
BASED ON SAID EXAMINATION, IT IS OUR OPINION that the Bonds have been duly
authorized, issued and delivered in accordance with law; and that except as may be limited by laws
applicable to the Issuer relating to sovereign immunity of political subdivisions, bankruptcy, reorganization
and other similar matters affecting creditors’ rights generally or by general principles of equity which permit
the exercise of judicial discretion, the Bonds 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 Bonds
have been levied and pledged for such purpose, within the limit prescribed by law, all as defined and
provided in the Ordinance.
IT IS FURTHER OUR OPINION that, except as discussed below, under the statutes, regulations,
published rulings, and court decisions existing on the date of this opinion, for federal income tax purposes,
the interest on the Bonds (i) is excludable from the gross income of the owners thereof and (ii) the Bonds
will not be treated as “specified private activity bonds” the interest on which would be included as an
alternative minimum tax preference item under section 57(a)(5) of the Internal Revenue Code of 1986 (the
“Code”). 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 Bonds.
IN EXPRESSING THE AFOREMENTIONED OPINIONS, we have relied on and assume
continuing compliance with, certain representations contained in the federal tax certificate of the Issuer and
covenants set forth in the ordinance adopted by the Issuer to authorize the issuance of the Bonds, relating
to, among other matters, the use of the project being refinanced and the investment and expenditure of the
proceeds and certain other amounts used to pay or to secure the payment of debt service on the Bonds, and
the report or certificate verifying the sufficiency of the amounts deposited to the escrow fund will be
sufficient to pay the principal of and interest on the refunded obligations on the redemption date, the
accuracy of which we have not independently verified. We call your attention to the fact that if such

representations are determined to be inaccurate or if the Issuer fails to comply with such covenants, interest
on the Bonds may become includable in gross income retroactively to the date of issuance of the Bonds.
WE EXPRESS NO OPINION as to any insurance policies issued with respect to the payments due
for the principal of and interest on the Bonds, nor as to any such insurance policies issued in the future.
OUR SOLE ENGAGEMENT in connection with the issuance of the Bonds is as Bond Counsel for
the Issuer, and, in that capacity, we have been engaged by the Issuer for the sole purpose of rendering an
opinion with respect to the legality and validity of the Bonds under the Constitution and laws of the State
of Texas, and with respect to the exclusion from gross income of the interest on the Bonds for federal
income tax purposes, and for no other reason or purpose. The foregoing opinions represent our legal
judgment based upon a review of existing legal authorities that we deem relevant to render such opinions
and are not a guarantee of a result. 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, or the disclosure thereof in connection with the sale of the Bonds, and have not
assumed any responsibility with respect thereto. We express no opinion and make no comment with respect
to the marketability of the Bonds and have relied solely on certificates executed by officials of the Issuer
as to the current outstanding indebtedness of, and assessed valuation of taxable property within, the Issuer.
Our role in connection with the Issuer’s Official Statement prepared for use in connection with the sale of
the Bonds has been limited as described therein.
OUR OPINIONS ARE BASED ON EXISTING LAW, which is subject to change. Such opinions
are further based on our knowledge of facts as of the date hereof. We assume no duty to update or
supplement our opinions to reflect any facts or circumstances that may thereafter come to our attention or
to reflect any changes in any law that may thereafter occur or become effective. Moreover, our opinions
are not a guarantee of result and are not binding on the Internal Revenue Service (the “Service”); rather,
such opinions represent our legal judgment based upon our review of existing law and in reliance upon the
representations and covenants referenced above that we deem relevant to such opinions. The Service has
an ongoing audit program to determine compliance with rules that relate to whether interest on state or local
obligations is includable in gross income for federal income tax purposes. No assurance can be given
whether or not the Service will commence an audit of the Bonds. If an audit is commenced, in accordance
with its current published procedures the Service is likely to treat the Issuer as the taxpayer. We observe
that the Issuer has covenanted not to take any action, or omit to take any action within its control, that if
taken or omitted, respectively, may result in the treatment of interest on the Bonds as includable in gross
income for federal income tax purposes.
Respectfully,

APPENDIX D
AUDITED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2019

APPENDIX E
SPECIMEN MUNICIPAL BOND INSURANCE POLICY
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MUNICIPAL BOND
INSURANCE POLICY

ISSUER: [NAME OF ISSUER]

Policy No: _____

MEMBER: [NAME OF MEMBER]
BONDS: $__________ in aggregate principal
amount of [NAME OF TRANSACTION]
[and maturing on]

Effective Date: _________
Risk Premium: $__________
Member Surplus Contribution: $ _________
Total Insurance Payment: $_________

BUILD AMERICA MUTUAL ASSURANCE COMPANY (“BAM”), for consideration received, hereby UNCONDITIONALLY
AND IRREVOCABLY agrees to pay to the trustee (the “Trustee”) or paying agent (the “Paying Agent”) for the Bonds named above (as set
forth in the documentation providing for the issuance and securing of the Bonds), for the benefit of the Owners or, at the election of BAM,
directly to each Owner, subject only to the terms of this Policy (which includes each endorsement hereto), that portion of the principal of and
interest on the Bonds that shall become Due for Payment but shall be unpaid by reason of Nonpayment by the Issuer.
On the later of the day on which such principal and interest becomes Due for Payment or the first Business Day following the
Business Day on which BAM shall have received Notice of Nonpayment, BAM will disburse (but without duplication in the case of duplicate
claims for the same Nonpayment) to or for the benefit of each Owner of the Bonds, the face amount of principal of and interest on the Bonds
that is then Due for Payment but is then unpaid by reason of Nonpayment by the Issuer, but only upon receipt by BAM, in a form reasonably
satisfactory to it, of (a) evidence of the Owner’s right to receive payment of such principal or interest then Due for Payment and (b) evidence,
including any appropriate instruments of assignment, that all of the Owner’s rights with respect to payment of such principal or interest that is
Due for Payment shall thereupon vest in BAM. A Notice of Nonpayment will be deemed received on a given Business Day if it is received
prior to 1:00 p.m. (New York time) on such Business Day; otherwise, it will be deemed received on the next Business Day. If any Notice of
Nonpayment received by BAM is incomplete, it shall be deemed not to have been received by BAM for purposes of the preceding sentence,
and BAM shall promptly so advise the Trustee, Paying Agent or Owner, as appropriate, any of whom may submit an amended Notice of
Nonpayment. Upon disbursement under this Policy in respect of a Bond and to the extent of such payment, BAM shall become the owner of
such Bond, any appurtenant coupon to such Bond and right to receipt of payment of principal of or interest on such Bond and shall be fully
subrogated to the rights of the Owner, including the Owner’s right to receive payments under such Bond. Payment by BAM either to the
Trustee or Paying Agent for the benefit of the Owners, or directly to the Owners, on account of any Nonpayment shall discharge the
obligation of BAM under this Policy with respect to said Nonpayment.
Except to the extent expressly modified by an endorsement hereto, the following terms shall have the meanings specified for all
purposes of this Policy. “Business Day” means any day other than (a) a Saturday or Sunday or (b) a day on which banking institutions in the
State of New York or the Insurer’s Fiscal Agent (as defined herein) are authorized or required by law or executive order to remain closed.
“Due for Payment” means (a) when referring to the principal of a Bond, payable on the stated maturity date thereof or the date on which the
same shall have been duly called for mandatory sinking fund redemption and does not refer to any earlier date on which payment is due by
reason of call for redemption (other than by mandatory sinking fund redemption), acceleration or other advancement of maturity (unless BAM
shall elect, in its sole discretion, to pay such principal due upon such acceleration together with any accrued interest to the date of
acceleration) and (b) when referring to interest on a Bond, payable on the stated date for payment of interest. “Nonpayment” means, in respect
of a Bond, the failure of the Issuer to have provided sufficient funds to the Trustee or, if there is no Trustee, to the Paying Agent for payment
in full of all principal and interest that is Due for Payment on such Bond. “Nonpayment” shall also include, in respect of a Bond, any payment
made to an Owner by or on behalf of the Issuer of principal or interest that is Due for Payment, which payment has been recovered from such
Owner pursuant to the United States Bankruptcy Code in accordance with a final, nonappealable order of a court having competent jurisdiction.
“Notice” means delivery to BAM of a notice of claim and certificate, by certified mail, email or telecopy as set forth on the attached Schedule or
other acceptable electronic delivery, in a form satisfactory to BAM, from and signed by an Owner, the Trustee or the Paying Agent, which notice
shall specify (a) the person or entity making the claim, (b) the Policy Number, (c) the claimed amount, (d) payment instructions and (e) the date such
claimed amount becomes or became Due for Payment. “Owner” means, in respect of a Bond, the person or entity who, at the time of Nonpayment, is
entitled under the terms of such Bond to payment thereof, except that “Owner” shall not include the Issuer, the Member or any other person or entity
whose direct or indirect obligation constitutes the underlying security for the Bonds.

BAM may appoint a fiscal agent (the “Insurer’s Fiscal Agent”) for purposes of this Policy by giving written notice to the Trustee, the
Paying Agent, the Member and the Issuer specifying the name and notice address of the Insurer’s Fiscal Agent. From and after the date of receipt of
such notice by the Trustee, the Paying Agent, the Member or the Issuer (a) copies of all notices required to be delivered to BAM pursuant to this
Policy shall be simultaneously delivered to the Insurer’s Fiscal Agent and to BAM and shall not be deemed received until received by both and (b) all
payments required to be made by BAM under this Policy may be made directly by BAM or by the Insurer’s Fiscal Agent on behalf of BAM. The
Insurer’s Fiscal Agent is the agent of BAM only, and the Insurer’s Fiscal Agent shall in no event be liable to the Trustee, Paying Agent or any Owner
for any act of the Insurer’s Fiscal Agent or any failure of BAM to deposit or cause to be deposited sufficient funds to make payments due under this
Policy.
To the fullest extent permitted by applicable law, BAM agrees not to assert, and hereby waives, only for the benefit of each Owner, all
rights (whether by counterclaim, setoff or otherwise) and defenses (including, without limitation, the defense of fraud), whether acquired by
subrogation, assignment or otherwise, to the extent that such rights and defenses may be available to BAM to avoid payment of its obligations under
this Policy in accordance with the express provisions of this Policy. This Policy may not be canceled or revoked.
This Policy sets forth in full the undertaking of BAM and shall not be modified, altered or affected by any other agreement or instrument,
including any modification or amendment thereto. Except to the extent expressly modified by an endorsement hereto, any premium paid in respect of
this Policy is nonrefundable for any reason whatsoever, including payment, or provision being made for payment, of the Bonds prior to maturity.
THIS POLICY IS NOT COVERED BY THE PROPERTY/CASUALTY INSURANCE SECURITY FUND SPECIFIED IN ARTICLE 76 OF THE
NEW YORK INSURANCE LAW. THIS POLICY IS ISSUED WITHOUT CONTINGENT MUTUAL LIABILITY FOR ASSESSMENT.
In witness whereof, BUILD AMERICA MUTUAL ASSURANCE COMPANY has caused this Policy to be executed on its behalf by its
Authorized Officer.

BUILD AMERICA MUTUAL ASSURANCE COMPANY
By:

_______________________________________
Authorized Officer
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Notices (Unless Otherwise Specified by BAM)
Email:
claims@buildamerica.com
Address:
1 World Financial Center, 27th floor
200 Liberty Street
New York, New York 10281
Telecopy:
212-962-1524 (attention: Claims)
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OFFICIAL STATEMENT
Dated: March 31, 2020

NEW ISSUE: Book-Entry-Only

S&P Insured Rating “AA”
S&P Underlying “A+”
(See “RATINGS” herein)

In the opinion of Bond Counsel, interest on the Bonds will be excludable from gross income for federal income tax purposes under
statutes, regulations, published rulings and court decisions existing on the date thereof, subject to the matters described under
“TAX MATTERS” herein.

THE BONDS HAVE BEEN DESIGNATED
AS “QUALIFIED TAX-EXEMPT OBLIGATIONS” FOR FINANCIAL INSTITUTIONS.
$4,380,000
CITY OF MERKEL, TEXAS
(Taylor County)
General Obligation Refunding Bonds, Series 2020
Dated Date: April 1, 2020
Due: September 1, as shown on inside cover
PAYMENT TERMS… Interest on the $4,380,000 City of Merkel, Texas, General Obligation Refunding Bonds, Series
2020 (the “Bonds”), will accrue from their delivery date to the underwriter listed below (the “Underwriter”) and will
be payable March 1 and September 1 of each year, commencing on September 1, 2020. The Bonds will be issued
only in fully registered form in principal denominations of $5,000 or any integral multiple thereof. Principal of the
Bonds will be payable to the registered owner (the “Owner”) at maturity or prior redemption upon presentation at the
principal corporate office of the paying agent/registrar (the “Paying Agent/Registrar”), initially UMB Bank, N.A.,
Austin, Texas. The Bonds will be initially registered in the name of Cede & Co., as nominee for The Depository Trust
Company, New York, New York (“DTC”). DTC will be responsible for distributing the principal and interest
payments to the participating members of DTC and the participating members will be responsible for distributing the
payment to the owners of beneficial interests in the Bonds. See “BOOK-ENTRY-ONLY SYSTEM” herein.
PURPOSE… Proceeds from the sale of the Bonds will be used to refund certain obligations of the City described in
Schedule I (the “Refunded Obligations”) for debt service savings and to pay the costs associated with the issuance of
the Bonds. See “THE BONDS – Sources and Uses of Funds” herein.
REDEMPTION… The Bonds maturing on and after September 1, 2030, are subject to optional redemption in whole or
in part on September 1, 2031, or on any date thereafter at a redemption price equal to the principal amount thereof
plus accrued interest as more fully described herein. Certain of the Bonds may be subject to mandatory sinking fund
redemption in the event the Underwriter elects to aggregate two or more maturities as term Bonds. See “THE
BONDS – Optional Redemption” and “ – Mandatory Redemption” herein.
SECURITY AND SOURCE OF PAYMENT… The Bonds will constitute direct obligations of the City of Merkel, Texas
(the “City”), payable from ad valorem taxes levied against all taxable property within the City within the limits
prescribed by law as provided in the ordinance authorizing the Bonds.

Insurance
The scheduled payment of principal and interest on the Bonds when due will be guaranteed under a
municipal bond insurance policy to be issued concurrently with the delivery of the Bonds by Build America Mutual
Assurance Company (“BAM”). BAM’s financial strength is rated “AA/Stable” by S&P Global Ratings, a business
unit of Standard & Poor's Financial Services LLC (“S&P”).

See Principal Amounts, Maturities, Interest Rates, and Prices on the Inside Cover Page
LEGALITY… The Bonds are offered when, as and if issued, subject to the approval of legality by the Attorney General
of the State of Texas and McCall, Parkhurst & Horton L.L.P., Bond Counsel, Dallas, Texas. Certain legal matters
will be passed upon for the Underwriter by its counsel, Orrick, Herrington & Sutcliffe LLP, Houston, Texas.
DELIVERY… The Bonds are expected to be available for delivery to the Underwriter through DTC on or about
April 17, 2020.
RAYMOND JAMES & ASSOCIATES, INC.

MATURITY SCHEDULE
$4,380,000 GENERAL OBLIGATION REFUNDING BONDS, SERIES 2020

Maturity
(9/1)(a)
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030

Principal
Amount
$120,000
120,000
125,000
130,000
110,000
110,000
115,000
115,000
120,000
125,000

Interest
Rate
3.000%
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000

Initial
Yield(b)
1.450%
1.550
1.600
1.650
1.700
1.750
1.800
1.850
1.900
1.950

CUSIP(c)
590060BR9
590060BS7
590060BT5
590060BU2
590060BV0
590060BW8
590060BX6
590060BY4
590060BZ1
590060CA5

TERM BONDS
$550,000 4.000% Term Bonds due September 1, 2034, Yield 2.050%, Price 118.134, CUSIP 590060CB3(a)(b)(c)
$480,000 4.000% Term Bonds due September 1, 2037, Yield 2.150%, Price 117.115, CUSIP 590060CC1(a)(b)(c)
$535,000 4.000% Term Bonds due September 1, 2040, Yield 2.300%, Price 115.605, CUSIP 590060CD9(a)(b)(c)
$385,000 4.000% Term Bonds due September 1, 2042, Yield 2.400%, Price 114.611, CUSIP 590060CG2(a)(b)(c)
$425,000 4.000% Term Bonds due September 1, 2044, Yield 2.500%, Price 113.627, CUSIP 590060CE7(a)(b)(c)
$815,000 4.000% Term Bonds due September 1, 2048, Yield 2.700%, Price 111.689, CUSIP 590060CF4(a)(b)(c)
____________________________
(a) The Bonds maturing on and after September 1, 2031, are subject to optional redemption, in whole or in part, on
September 1, 2030, or any date thereafter, at a price equal to the par value thereof, plus accrued interest from
the most recent interest payment date to the date or redemption. The Bonds maturing in 2034, 2037, 2040,
2042, 2044, and 2048 are subject to mandatory sinking redemption. (See “THE BONDS – Optional
Redemption” and “– Mandatory Redemption”).
(b) The initial yields and prices are established by, and are the sole responsibility of the Underwriter and may
subsequently be changed.
(c) CUSIP numbers have been assigned to this issue by the CUSIP Global Services managed by Standard and
Poor’s Financial Services LLC on behalf of the American Bankers Association and are included solely for the
convenience of the purchasers of the Bonds. Neither the City, the Financial Advisor, nor the Underwriter shall
be responsible for the selection or correctness of the CUSIP numbers set forth herein.

CITY OF MERKEL, TEXAS
CITY COUNCIL
Mayor

Mary Schrampfer

Councilmember, Place 1

Matthew Riggan

Councilmember, Place 2

Larry Bland

Councilmember, Place 3

Jason Beaird

Councilmember, Place 4

Brady Rutledge

Councilmember, Place 5

Joseph Wilson

ADMINISTRATIVE OFFICERS
Steve Campbell

City Manager

Evelyn Morse

City Secretary

Claudia Clinton

City Attorney

CONSULTANTS, ADVISORS AND INDEPENDENT AUDITORS
McCall, Parkhurst & Horton L.L.P., Dallas, Texas

Bond Counsel

Cathrine Wilks CPA LLC, Sweetwater, Texas

Independent Auditor

Government Capital Securities Corporation, Southlake, Texas

Financial Advisor

For additional information regarding the City, please contact:
Steve Campbell
City Manager
City of Merkel, Texas
100 Kent Street
Merkel, Texas 79536
(352) 928-4911
steve@merkeltexas.com

Jake Lawrence
Government Capital Securities Corporation
559 Silicon Drive, Suite 102
Southlake, TX 76092
(817) 722-0239
jlawrence@govcapsecurities.com
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USE OF INFORMATION IN OFFICIAL STATEMENT
This Official Statement is not to be used in connection with an offer to sell or the solicitation of an offer to buy in
any jurisdiction in which such offer or solicitation is not authorized or in which the person making such offer or
solicitation is not qualified to do so or to any person to whom it is unlawful to make such offer or solicitation.
Any information and expressions of opinion herein contained are subject to change without notice, and neither the
delivery of the Official Statement nor any sale made hereunder shall, under any circumstances, create any
implication that there has been no change in the affairs of the City or other matters described herein since the date
hereof. See “CONTINUING DISCLOSURE OF INFORMATION” for a description of the City’s undertaking to
provide certain information on a continuing basis.
THE BONDS ARE EXEMPTED FROM REGISTRATION WITH THE SECURITIES AND EXCHANGE
COMMISSION AND CONSEQUENTLY HAVE NOT BEEN REGISTERED THEREWITH. THE REGISTRATION,
QUALIFICATION, OR EXEMPTION OF THE BONDS IN ACCORDANCE WITH APPLICABLE SECURITIES
LAW PROVISIONS OF THE JURISDICTION IN WHICH THESE SECURITIES HAVE BEEN REGISTERED OR
EXEMPTED SHOULD NOT BE REGARDED AS A RECOMMENDATION THEREOF.
IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVER-ALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE THE MARKET PRICE OF THE BONDS AT A LEVEL ABOVE THAT
WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED,
MAY BE DISCONTINUED AT ANY TIME.
The agreements of the City and others related to the Bonds are contained solely in the contracts described herein.
Neither this Official Statement nor any other statement made in connection with the offer or sale of the Bonds is to
be construed as constituting an agreement with the purchasers of the Bonds. INVESTORS SHOULD READ THE
ENTIRE OFFICIAL STATEMENT, INCLUDING ALL SCHEDULES AND APPENDICES ATTACHED HERETO,
TO OBTAIN INFORMATION ESSENTIAL TO MAKING AN INFORMED INVESTMENT DECISION.
The Underwriter has provided the following sentence for inclusion in this Official Statement. The Underwriter has
reviewed the information set forth in this Official Statement in accordance with, and as part of, its responsibilities to
investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the
Underwriter does not guarantee the accuracy or completeness of such information.
Neither the City, the Financial Advisor nor the Underwriter make any representation as to the accuracy,
completeness or adequacy of the information contained in this Official Statement regarding The Depository Trust
Company or its Book-Entry-Only System.
Build America Mutual Assurance Company (“BAM”) makes no representation regarding the Bonds or the
advisability of investing in the Bonds. In addition, BAM has not independently verified, makes no representation
regarding, and does not accept any responsibility for the accuracy or completeness of this Official Statement or any
information or disclosure contained herein, or omitted herefrom, other than with respect to the accuracy of the
information regarding BAM, supplied by BAM and presented under the heading “Bond Insurance” and
“Appendix E - Specimen Municipal Bond Insurance Policy.”
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BOND INSURANCE
BOND INSURANCE
Concurrently with the issuance of the Bonds, Build America Mutual Assurance Company (“BAM”) will issue its Municipal
Bond Insurance Policy for the Bonds (the “Policy”). The Policy guarantees the scheduled payment of principal of and
interest on the Bonds when due as set forth in the form of the Policy included as an exhibit to this Official Statement.
The Policy is not covered by any insurance security or guaranty fund established under New York, California, Connecticut
or Florida insurance law.
BUILD AMERICA MUTUAL ASSURANCE COMPANY
BAM is a New York domiciled mutual insurance corporation and is licensed to conduct financial guaranty insurance
business in all fifty states of the United States and the District of Columbia. BAM provides credit enhancement products
solely to issuers in the U.S. public finance markets. BAM will only insure obligations of states, political subdivisions,
integral parts of states or political subdivisions or entities otherwise eligible for the exclusion of income under section 115
of the U.S. Internal Revenue Code of 1986, as amended. No member of BAM is liable for the obligations of BAM.
The address of the principal executive offices of BAM is: 200 Liberty Street, 27th Floor, New York, New York 10281, its
telephone number is: 212-235-2500, and its website is located at: www.buildamerica.com.
BAM is licensed and subject to regulation as a financial guaranty insurance corporation under the laws of the State of New
York and in particular Articles 41 and 69 of the New York Insurance Law.
BAM’s financial strength is rated “AA/Stable” by S&P Global Ratings, a business unit of Standard & Poor's Financial
Services LLC (“S&P”). An explanation of the significance of the rating and current reports may be obtained from S&P at
www.standardandpoors.com. The rating of BAM should be evaluated independently. The rating reflects the S&P’s current
assessment of the creditworthiness of BAM and its ability to pay claims on its policies of insurance. The above rating is not
a recommendation to buy, sell or hold the Bonds, and such rating is subject to revision or withdrawal at any time by S&P,
including withdrawal initiated at the request of BAM in its sole discretion. Any downward revision or withdrawal of the
above rating may have an adverse effect on the market price of the Bonds. BAM only guarantees scheduled principal and
scheduled interest payments payable by the issuer of the Bonds on the date(s) when such amounts were initially scheduled
to become due and payable (subject to and in accordance with the terms of the Policy), and BAM does not guarantee the
market price or liquidity of the Bonds, nor does it guarantee that the rating on the Bonds will not be revised or withdrawn.
Capitalization of BAM
BAM’s total admitted assets, total liabilities, and total capital and surplus, as of December 31, 2019 and as prepared in
accordance with statutory accounting practices prescribed or permitted by the New York State Department of Financial
Services were $534.9 million, $132.5 million and $402.4 million, respectively.
BAM is party to a first loss reinsurance treaty that provides first loss protection up to a maximum of 15% of the par amount
outstanding for each policy issued by BAM, subject to certain limitations and restrictions.
BAM’s most recent Statutory Annual Statement, which has been filed with the New York State Insurance Department and
posted on BAM’s website at www.buildamerica.com, is incorporated herein by reference and may be obtained, without
charge, upon request to BAM at its address provided above (Attention: Finance Department). Future financial statements
will similarly be made available when published.
BAM makes no representation regarding the Bonds or the advisability of investing in the Bonds. In addition, BAM has not
independently verified, makes no representation regarding, and does not accept any responsibility for the accuracy or
completeness of this Official Statement or any information or disclosure contained herein, or omitted herefrom, other than
with respect to the accuracy of the information regarding BAM, supplied by BAM and presented under the heading
“BOND INSURANCE”.
Additional Information Available from BAM
Credit Insights Videos. For certain BAM-insured issues, BAM produces and posts a brief Credit Insights video that
provides a discussion of the obligor and some of the key factors BAM’s analysts and credit committee considered when
approving the credit for insurance. The Credit Insights videos are easily accessible on BAM's website at
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buildamerica.com/creditinsights/. (The preceding website address is provided for convenience of reference only.
Information available at such address is not incorporated herein by reference.)
Credit Profiles. Prior to the pricing of bonds that BAM has been selected to insure, BAM may prepare a pre-sale Credit
Profile for those bonds. These pre-sale Credit Profiles provide information about the sector designation (e.g. general
obligation, sales tax); a preliminary summary of financial information and key ratios; and demographic and economic data
relevant to the obligor, if available. Subsequent to closing, for any offering that includes bonds insured by BAM, any presale Credit Profile will be updated and superseded by a final Credit Profile to include information about the gross par
insured by CUSIP, maturity and coupon. BAM pre-sale and final Credit Profiles are easily accessible on BAM's website at
buildamerica.com/obligor/. BAM will produce a Credit Profile for all bonds insured by BAM, whether or not a pre-sale
Credit Profile has been prepared for such bonds. (The preceding website address is provided for convenience of reference
only. Information available at such address is not incorporated herein by reference.)
Disclaimers. The Credit Profiles and the Credit Insights videos and the information contained therein are not
recommendations to purchase, hold or sell securities or to make any investment decisions. Credit-related and other
analyses and statements in the Credit Profiles and the Credit Insights videos are statements of opinion as of the date
expressed, and BAM assumes no responsibility to update the content of such material. The Credit Profiles and Credit
Insight videos are prepared by BAM; they have not been reviewed or approved by the issuer of or the underwriter for the
Bonds, and the issuer and underwriter assume no responsibility for their content.
BAM receives compensation (an insurance premium) for the insurance that it is providing with respect to the Bonds.
Neither BAM nor any affiliate of BAM has purchased, or committed to purchase, any of the Bonds, whether at the initial
offering or otherwise.

(Remainder of Page Intentionally Left Blank)
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SUMMARY STATEMENT
This Summary Statement is subject in all respects to the more complete information contained in this Official Statement.
The offering of the Bonds to potential investors is made only by means of this entire Official Statement, including the
schedules and appendices hereto. No person is authorized to detach this Summary Statement from this Official Statement
or to otherwise use it without this entire Official Statement including the Appendices hereto.
The Issuer

The City of Merkel, Texas (the “City”), is located in Taylor County, Texas. For
information regarding the City, see Appendices A and B.

The Bonds

$4,380,000 General Obligation Refunding Bonds, Series 2020, dated April 1, 2020,
maturing on the dates and in the amounts set forth on the inside front cover of this
Official Statement. Interest on the Bonds will accrue from their date of delivery
and will be paid semiannually on March 1 and September 1, commencing
September 1, 2020, until maturity or prior redemption.

Purpose of Bonds

Proceeds from the sale of the Bonds will be used to refund certain obligations of the
City described in Schedule I (the “Refunded Obligations”) for debt service savings
and to pay the costs associated with the issuance of the Bonds. See “THE BONDS
– Sources and Uses of Funds” herein.

Authorization and Security

The Bonds are issued pursuant to the general laws of the State, including
particularly Chapter 1207, Texas Government Code, as amended, and an ordinance
adopted by the City Council of the City authorizing the issuance of the Bonds and a
pricing certificate executed pursuant thereto. The Bonds are payable from ad
valorem taxes to be levied, within the limits prescribed by law, on all taxable
property within the City as provided in the ordinance authorizing the Bonds.

Optional Redemption

The Bonds maturing on and after September 1, 2031, are subject to optional
redemption in whole or in part on September 1, 2030, or on any date thereafter at a
price of par plus accrued interest as more fully described herein. See “THE
BONDS – Optional Redemption” herein.

Mandatory Redemption

The Bonds maturing in 2034, 2037, 2040, 2042, 2044, and 2048 are subject to
mandatory sinking redemption. See “THE BONDS – Mandatory Redemption”
herein.

Tax Exemption

In the opinion of Bond Counsel, based upon an analysis of existing laws,
regulations, rulings and court decisions, and assuming, among other matters, the
accuracy of certain representations and compliance with certain covenants, interest
on the Bonds is excluded from gross income for federal income tax purposes under
Section 103 of the Internal Revenue Code of 1986. Bond Counsel expresses no
opinion regarding any other tax consequences related to the ownership or
disposition of, or the amount, accrual or receipt of interest on, the Bonds. See
“TAX MATTERS. See “TAX MATTERS” for a discussion of the opinion of Bond
Counsel.

Qualified Tax Exempt
Obligations

The City has designated the Bonds as “qualified tax-exempt obligations”. (See
“TAX MATTERS – Qualified Tax-Exempt Obligations for Financial Institutions”
herein.)

Ratings

S&P Global Ratings, a Standard and Poor’s Financial Services LLC business
(“S&P”), has assigned a rating of “AA” to the Bonds based upon the Municipal
Bond Insurance Policy to be issued by Build America Mutual Assurance Company.
The Bonds have also been assigned an underlying rating of “A+” by S&P. An
explanation of the significance of such rating may be obtained from S&P.
See “RATINGS” herein.

Book-Entry-Only System

The Bonds are initially issuable only to Cede & Co., the nominee of The Depository
Trust Company, New York, New York, pursuant to the book-entry only system
described herein. Beneficial ownership of the Bonds may be acquired in principal
denominations of $5,000 or integral multiples thereof. No physical delivery of the
Bonds will be made to the purchasers thereof. Principal of, premium if any, and
interest on the Bonds will be payable by the Paying Agent/Registrar to Cede & Co.,
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which will make distribution of the amounts so paid to the DTC Participants (as
defined herein) for subsequent remittance to the owners of the beneficial interests in
the Bonds. See “BOOK-ENTRY-ONLY SYSTEM” herein.
Payment Record

The City has never defaulted on the payment of its bonded indebtedness.

(Remainder of Page Intentionally Left Blank)
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SELECTED FINANCIAL INFORMATION
(Unaudited)
$91,700,294

(a)

City Debt:
Outstanding Tax Supported Debt (as of March 1, 2020)………………….….
Plus: The Bonds……………………………………………………………...
Less: The Refunded Obligations
Total Tax Supported Debt………………………………………………………….

$6,143,000
$4,380,000
$4,789,000
$5,734,000

(b)

General Fund Balance (as of Sept. 30, 2019)…………………………………………..

$1,516,631

2019 Certified Taxable Assessed Valuation………………………………………………...
(100% of Market Value as of January 1, 2019)

Debt Ratios:
Direct Tax Supported Debt…………….

% of 2019
Assessed
Valuation

2019 Per
Capita
(2,643)

6.25%

$2,169

2019 Tax Rate (per $100 of Assessed Valuation)
Maintenance and Operation
Debt Service ………………………………………………………………………
Total ………………………………………………………………………………
Estimated Annual Debt Service Requirements……………………………………………..
Average……………………………………………………………………………
Maximum (2021)………………………………………………………………….
Tax Collections
Tax Year 2018 (fiscal year ending September 30,
2019……………………………………………………………………….

(a)
(b)

$0.6600
$0.0000
$0.6600

$ 600,131
$ 695,964

95.79%

Provided by the Taylor County Appraisal District (the “Appraisal District”) and net of exemptions. Such value is further
subject to changes as additions, corrections and deletions are made to the tax roll.
Includes self-supporting debt.
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OFFICIAL STATEMENT
RELATING TO
$4,380,000
CITY OF MERKEL, TEXAS
(Taylor County)
General Obligation Refunding Bonds, Series 2020
INTRODUCTORY STATEMENT
This Official Statement, which includes the cover page, the schedules and the appendices hereto, provides certain
information regarding the issuance by the City of Merkel, Texas (the “City”) of $4,380,000 General Obligation
Refunding Bonds, Series 2020 (the “Bonds”).
The Bonds were authorized to be issued, sold and delivered by an ordinance enacted by the City’s governing body
(the “City Council”) and the pricing certificate executed pursuant thereto (collectively the “Ordinance”).
Capitalized terms used in this Official Statement have the same meaning assigned to such terms in the Ordinance,
except as otherwise indicated herein.
The City is a political subdivision of the State of Texas (the “State”) and a municipal corporation organized and
existing under the laws of the State. For information regarding the City, see Appendices A and B of this Official
Statement.
All financial and other information presented in this Official Statement has been provided by the City, except for
information expressly attributed to other sources. The presentation of information, including tables of receipts from
taxes and other sources, is intended to show recent historic information, and is not intended to indicate future or
continuing trends in the financial position or other affairs of the City. No representation is made that past
experience, as is shown by that financial and other information, will necessarily continue to be repeated in the
future.
THE BONDS
Purpose
Proceeds from the sale of the Bonds will be used to refund certain obligations of the City described in Schedule I
(the “Refunded Obligations”) for debt service savings and to pay the costs associated with the issuance of the Bonds.
See “THE BONDS – Sources and Uses of Funds” herein.
Authorization
The Bonds are issued pursuant to the general laws of the State, including particularly Chapter 1207, Texas
Government Code, as amended, and an ordinance adopted by the City Council of the City authorizing the issuance
of the Bonds and a pricing certificate executed pursuant thereto.
Security for the Bonds
The Bonds are payable from ad valorem taxes to be levied and collected, within the limits prescribed by law, on all
taxable property within the City as provided in the Ordinance.
Optional Redemption
The City reserves the right, at its option, to redeem the Bonds having stated maturities on and after September 1,
2031, in whole or in part, in integral multiples of $5,000, on September 1, 2030 or any date thereafter, such
redemption date or dates to be fixed by the City, at a redemption price equal to the principal amount thereof plus
accrued interest to the date fixed for redemption. If less than all of the Bonds are to be redeemed, the City shall
determine the maturity or maturities and the amounts thereof to be redeemed and shall direct the Paying
Agent/Registrar (as defined herein) to select by lot the Bonds, or portions thereof, within each maturity to be
redeemed.
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Mandatory Redemption
The Bonds maturing on 2034, 2037, 2040, 2042, 2044, and 2048 (the “Term Bonds”) are subject to mandatory
sinking fund redemption and shall be redeemed by the City prior to their scheduled maturities on September 1 in the
years and in the amounts set forth below at a redemption price equal to the principal amount redeemed plus accrued
interest to the mandatory redemption date (the “Mandatory Redemption Dates”):
Term Bond Maturity Date
September 1, 2034

Mandatory Redemption Dates
September 1, 2031
September 1, 2032
September 1, 2033
September 1, 2034 (maturity)

Principal Amounts
$130,000
135,000
140,000
145,000

September 1, 2037

September 1, 2035
September 1, 2036
September 1, 2037 (maturity)

$155,000
160,000
165,000

September 1, 2040

September 1, 2038
September 1, 2039
September 1, 2040 (maturity)

$170,000
180,000
185,000

September 1, 2042

September 1, 2041
September 1, 2042 (maturity)

$190,000
195,000

September 1, 2044

September 1, 2043
September 1, 2044 (maturity)

$210,000
215,000

September 1, 2048

September 1, 2045
September 1, 2046
September 1, 2047
September 1, 2048 (maturity)

$220,000
235,000
240,000
120,000

The principal amount of Term Bonds to be redeemed will be reduced, at the option of the City, by the principal
amount of Term Bonds of the respective maturity which, at least 45 days prior to the mandatory sinking fund
redemption date, (1) have been acquired by the City and delivered to the Paying Agent/Registrar for cancellation, (2)
have been purchased and canceled by the Paying Agent/Registrar at the request of the City, or (3) have been
redeemed pursuant to the optional redemption provisions above and not credited against a mandatory sinking fund
redemption requirement.
Notice of Redemption
Not less than 30 days prior to a redemption date for the Bonds, the City shall cause a notice of redemption to be sent
by United States mail, first class, postage prepaid, to each registered owner of a Bond to 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 business on the business day next preceding the date of mailing such notice. If notice is so given and
sufficient funds are provided for the payment of the redemption price of the Bonds, interest shall cease to accrue
after the date fixed for redemption whether or not the Bonds have been submitted for payment. 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, AND THE
FUNDS NECESSARY TO REDEEM SUCH BONDS HAVING BEEN PROVIDED, THE BONDS CALLED FOR
REDEMPTION SHALL BECOME DUE AND PAYABLE ON THE SPECIFIED REDEMPTION DATE, AND
NOTWITHSTANDING THAT ANY BOND OR PORTION THEREOF HAS NOT BEEN SURRENDERED FOR
PAYMENT, INTEREST ON SUCH BOND OR PORTION THEREOF SHALL CEASE TO ACCRUE.
The Paying Agent/Registrar and the City, so long as a Book-Entry Only System is used for the Bonds, will send any
notice of redemption, notice of proposed amendment to the Ordinance or other notices with respect to the Bonds only
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to DTC. Any failure by DTC to advise any DTC participant, or of any DTC participant or indirect participant to notify
the beneficial owner, shall not affect the validity of the redemption of the Bonds called for redemption or any other
action premised on any such notice. Redemption of portions of the Bonds by the City will reduce the outstanding
principal amount of such Bonds held by DTC.
In such event, DTC may implement, through its Book-Entry Only System, a redemption of such Bonds held for the
account of DTC participants in accordance with its rules or other agreements with DTC participants and then DTC
participants and indirect participants may implement a redemption of such Bonds from the beneficial owners.
Any such selection of Bonds to be redeemed will not be governed by the Ordinance and will not be conducted by the
City or the Paying Agent/Registrar. Neither the City nor the Paying Agent/Registrar will have any responsibility to
DTC participants, indirect participants, or the persons for whom DTC participants act as nominees, with respect to the
payments on the Bonds or the providing of notice to DTC participants, indirect participants, or beneficial owners of the
selection of portions of the Bonds for redemption (see “THE BONDS – Book-Entry Only System”).
Refunded Obligations
The principal and interest due on the Refunded Obligations are to be paid on the redemption date of the Refunded
Obligations from funds to be deposited directly to the paying agent/registrar for the Refunded Obligations.
Sources and Uses of Funds
The proceeds from the sale of the Bonds will be applied approximately as follows:
Sources
Principal Amount of Bonds
Transfer from the Refunded Obligations
Net Original Issue Premium

$4,380,000.00
29,806.40
553,264.60
$4,963,071.00

Total Sources of Funds
Uses
Deposit with the Paying Agent for the Refunded Obligations
Costs of Issuance
Underwriter’s Discount

$4,818,806.40
108,023.52
36,241.08
$4,93,071.00

Total Uses of Funds
GENERAL INFORMATION REGARDING THE BONDS
General Description

The Bonds will be dated April 1, 2020 (the “Dated Date”), and will be issued in fully registered form in principal
denominations of $5,000 or any integral multiple thereof. The Bonds will bear interest from the date of delivery to
the underwriter listed on the cover page hereof (the “Underwriter”), and interest will be paid semiannually on each
March 1 and September 1, commencing September 1, 2020. Interest will accrue on the Bonds on the basis of a 360day year consisting of twelve 30-day months. The Bonds will be issued as book-entry only securities pursuant to
arrangements made with The Depository Trust Company, New York, New York. See “BOOK-ENTRY-ONLY
SYSTEM.”
Principal of the Bonds will be payable to the registered owners (the “Owners”) at maturity or prior redemption upon
presentation and surrender of such Bonds at the principal corporate office of the paying agent/registrar (the “Paying
Agent/Registrar”), initially UMB Bank, N.A., Austin, Texas. Interest on the Bonds will be payable by check dated
as of the interest payment date and mailed by the Paying Agent/Registrar to Owners as shown on the records of the
Paying Agent/Registrar on the Record Date (see “REGISTRATION, TRANSFER AND EXCHANGE – Record
Date for Interest Payment” herein), or by such other customary banking arrangement, acceptable to the Paying
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Agent/Registrar, requested by, and at the risk and expense of, the Owner. If the date for the payment of the principal
of or interest on a Bond shall be a Saturday, Sunday, legal holiday, or a day on which banking institutions in the city
where the Paying Agent/Registrar is located are authorized by law or executive order to close, then the date for such
payment shall be the next succeeding day which is not such a Saturday, Sunday, legal holiday, or a 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.
The Bonds will mature on the dates, in the amounts and bear interest at the rates as set forth on inside cover page of
this Official Statement.
Legality
The Bonds are offered when, as and if issued, subject to the approvals of legality by the Attorney General of the
State of Texas and McCall, Parkhurst & Horton L.L.P., Dallas, Texas, Bond Counsel. (See “LEGAL MATTERS”
and Appendix C – “Form of Opinion of Bond Counsel”).
Defeasance
The Ordinance provides for the defeasance of the Bonds when the payment of the principal of and premium, if any, on the
Bonds, plus interest thereon to the due date thereof (whether such due date be by reason of maturity, redemption, or
otherwise), is provided by irrevocably depositing with the Paying Agent/Registrar, or authorized escrow agent, in trust (1)
lawful money of the United States of America sufficient to make such payment or (2) Defeasance Securities that mature as
to principal and interest in such amounts and at such times as will insure the availability, without reinvestment, of
sufficient money to provide for such payment, and when proper arrangements have been made by the Issuer with the
Paying Agent/Registrar for the payment of its services until all Defeased Bonds shall have become due and payable, and
thereafter the City will have no further responsibility with respect to amounts available to such paying agent (or other
financial institution permitted by applicable law) for the payment of such Defeased Bonds, including any insufficiency
therein caused by the failure of such paying agent (or other financial institution permitted by applicable law) to receive
payment when due on the Defeasance Securities. The Ordinance provides that “Defeasance Securities” means any
securities and obligations now or hereafter authorized by State law that are eligible to discharges obligations such as the
Bonds. Current State law permits defeasance with the following types of securities: (a) direct, noncallable obligations of
the United States of America, including obligations that are unconditionally guaranteed by the United States of America,
(b) noncallable obligations of an agency or instrumentality of the United States of America, including obligations that are
unconditionally guaranteed or insured by the agency or instrumentality and that, on the date the defeasance is approved by
the City Council of the City, are rated as to investment quality by a nationally recognized investment rating firm not less
than AAA or its equivalent, and (c) noncallable obligations of a state or an agency or a county, municipality, or other
political subdivision of a state that have been refunded and that, on the date the defeasance is approved by the City Council
of the City, are rated as to investment quality by a nationally recognized investment rating firm not less than AAA or its
equivalent. The City has the right, subject to satisfying the requirements of (1) and (2) above, to substitute other
Defeasance Securities for the Defeasance Securities originally deposited, to reinvest the uninvested moneys on deposit for
such defeasance and to withdraw for the benefit of the City moneys in excess of the amount required for such defeasance.
There is no assurance that the current law will not be changed in a manner which would permit investments other than
those described above to be made with amounts deposited to defease the Bonds. Because the Ordinance does not
contractually limit such investments, registered owners will be deemed to have consented to defeasance with such other
investments, notwithstanding the fact that such investments may not be of the same investment quality as those currently
permitted under State law. There is no assurance that the ratings for U.S. Treasury securities used as Defeasance
Securities or that for any other Defeasance Security will be maintained at any particular rating category.
Upon defeasance, all rights of the City to initiate proceedings to call the Bonds for redemption or take any other action
amending the terms of the Bonds are extinguished; provided, however, that the right to call the Bonds for redemption is
not extinguished if the City: (i) in the proceedings providing for the firm banking and financial arrangements, expressly
reserves the right to call the Bonds for redemption; (ii) gives notice of the reservation of that right to the owners of the
Bonds immediately following the making of the firm banking and financial arrangements; and (iii) directs that notice of
the reservation be included in any redemption notices that it authorizes.
Upon making such deposit in the manner described, such defeased Bonds shall no longer be deemed outstanding
obligations secured by the Ordinance, but will be payable only from the funds and Defeasance Securities deposited in
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escrow and will not be considered debt of the City for purposes of taxation or applying any limitation on the City’s ability
to issue debt or for any other purpose.

Amendments to the Ordinance
In the Ordinance, the City has reserved the right to amend such Ordinance without the consent of any holder of the
Bonds in any manner not detrimental to the interests of the holders of the Bonds, including the curing of any
ambiguity, defect or omission therein.
The Ordinance further provides that the holders of the Bonds aggregating in principal amount 51% of the
outstanding Bonds shall have the right from time to time to approve any amendment not described above to the
Ordinance; provided, however, that without the consent of 100% of the holders in original principal amount of the
then outstanding Bonds no amendment may be made for the purpose of: (i) making any change in the maturity of
any of the outstanding Bonds; (ii) reducing the rate of interest borne by any of the outstanding Bonds; (iii) reducing
the amount of the principal of, or redemption premium, if any, payable on any outstanding Bonds; (iv) modifying
the terms of payment of principal or of interest or redemption premium on outstanding Bonds; or (v) changing the
minimum percentage of the principal amount of the Bonds necessary for consent to such amendment. Reference is
made to the Ordinance for further provisions relating to the amendment thereof.
OWNERSHIP
The City, the Paying Agent/Registrar and any other person may treat the person in whose name any Bond is
registered as the absolute owner of such Bond for the purpose of making and receiving payment of principal and
interest, and for all other purposes, whether or not such Bond is overdue, and neither the City nor the Paying
Agent/Registrar will be bound by any notice or knowledge to the contrary.
All payments made to the person deemed to be the owner of any Bond in accordance with the Ordinance will be
valid and effectual and will discharge the liability of the City and the Paying Agent/Registrar upon such Bond to the
extent of the sums paid.
OWNER’S REMEDIES
The Ordinance does not provide for the appointment of a trustee to represent the interests of the Bond holders upon
any failure of the City to perform in accordance with the terms of the Ordinance or upon any other condition and, in
the event of any such failure to perform, the registered owners would be responsible for the initiation and cost of any
legal action to enforce performance of the Ordinance. The Ordinance establishes specific events of default with
respect to the Bonds. If the City defaults in the payment of the principal of or interest on the Bonds when due, or the
City defaults in the observance or performance of any of the covenants, conditions, or obligations of the City, the
failure to perform which materially, adversely affects the rights of the owners, including but not limited to, their
prospect or ability to be repaid in accordance with the Ordinance, and the continuation thereof for a period of 60
days after notice of such default is given by any owner to the City, the Ordinance provides that any registered owner
is entitled to seek a writ of mandamus from a court of proper jurisdiction requiring the City to make such payment or
observe and perform such covenants, obligations, or conditions. A registered owner of Bonds could seek a
judgment against the City if a default occurred in the payment of principal of or interest on any such Bonds;
however, such judgment could not be satisfied by execution against any property of the City and a suit for monetary
damages could be vulnerable to the defense of sovereign immunity. A registered owner’s only practical remedy, if a
default occurs, is a mandamus or mandatory injunction proceeding to compel the City to levy, assess, and collect an
annual ad valorem tax sufficient to pay principal of and interest on the Bonds as it becomes due or perform other
material terms and covenants contained in the Ordinance. However, the enforcement of any such remedy may be
difficult and time consuming and a registered owner could be required to enforce such remedy on a periodic basis.
The City is also eligible to seek relief from its creditors under Chapter 9 of the U.S. Bankruptcy Code (“Chapter 9”).
Although Chapter 9 provides for the recognition of a security interest represented by a specifically pledged source of
revenues, the pledge of taxes in support of a general obligation of a bankrupt entity is not specifically recognized as
a security interest under Chapter 9. Chapter 9 also includes an automatic stay provision that would prohibit, without
Bankruptcy Court approval, the prosecution of any other legal action by creditors or Bond holders of an entity which
has sought protection under Chapter 9. Therefore, should the City avail itself of Chapter 9 protection from creditors,
the ability to enforce would be subject to the approval of the Bankruptcy Court (which could require that the action
be heard in Bankruptcy Court instead of other federal or state court); and the Bankruptcy Code provides for broad
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discretionary powers of a Bankruptcy Court in administering any proceeding brought before it. The opinions of
Bond Counsel will note that all opinions relative to the enforceability of the Ordinance and the Bonds are qualified
with respect to the customary rights of debtors relative to their creditors, including rights afforded to creditors under
the Bankruptcy Code, by principles of governmental immunity, and by general principles of equity that permit the
exercise of judicial discretion.
BOOK-ENTRY-ONLY SYSTEM
This section describes how ownership of the Bonds is to be transferred and how the principal of, premium, if any,
and interest on the Bonds are to be paid to and credited by The Depository Trust Company (“DTC”), New York,
New York, while the Bonds are registered in its nominee name. The information in this section concerning DTC and
the Book-Entry Only System has been provided by DTC for use in disclosure documents such as this Official
Statement. The City, the Financial Advisor, and the Underwriter believe the source of such information to be
reliable, but take no responsibility for the accuracy or completeness thereof.
The City cannot and does not give any assurance that (1) DTC will distribute payments of debt service on the Bonds,
or redemption or other notices, to DTC Participants, (2) DTC Participants or others will distribute debt service
payments paid to DTC or its nominee (as the registered owner of the Bonds), or redemption or other notices, to the
Beneficial Owners, or that they will do so on a timely basis, or (3) DTC will serve and act in the manner described
in this Official Statement. The current rules applicable to DTC are on file with the United States Securities and
Exchange Commission, and the current procedures of DTC to be followed in dealing with DTC Participants are on
file with DTC.
DTC will act as securities depository for the Bonds. The Bonds will be issued as fully registered Bonds in the name
of Cede & Co. (DTC’s partnership nominee) or such other name as may be requested by an authorized
representative of DTC. One fully registered security certificate will be issued for each maturity of the Bonds, in the
aggregate principal amount of such maturity, and will be deposited with DTC.
DTC, the world’s largest securities depository, is a limited-purpose trust company organized under the New York
Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code,
and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of
1934. DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues,
corporate and municipal debt issues, and money market instruments (from over 100 countries) that DTC’s
participants (“Direct Participants”) deposit with DTC. DTC also facilitates the post-trade settlement among Direct
Participants of sales and other securities transactions in deposited securities, through electronic computerized bookentry transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical movement
of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks,
trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary of The
Depository Trust & Clearing Corporation (“DTCC”). DTCC is the holding company for DTC, National Securities
Clearing Corporation, and Fixed Income Clearing Corporation, all of which are registered clearing agencies. DTCC
is owned by the users of its regulated subsidiaries. Access to the DTC system is also available to others such as both
U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect
Participants”). DTC has a Standard & Poor’s rating of “AA+”. The DTC Rules applicable to its Participants are on
file with the Securities and Exchange Commission. More information about DTC can be found at www.dtcc.com.
Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will receive a
credit for the Bonds on DTC’s records. The ownership interest of each actual purchaser of each Bond (“Beneficial
Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records. Beneficial Owners will not
receive written confirmation from DTC of their purchase. Beneficial Owners are, however, expected to receive
written confirmations providing details of the transaction as well as periodic statements of their holdings, from the
Direct or Indirect Participant through which the Beneficial Owner entered into the transaction. Transfers of
ownership interests in the Bonds are to be accomplished by entries made on the books of Direct and Indirect
Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing
their ownership interests in Bonds, except in the event that use of the book-entry system for the Bonds is
discontinued.
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To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are registered in the name of
DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an authorized representative of
DTC. The deposit of Bonds with DTC and their registration in the name of Cede & Co. or such other DTC nominee
do not effect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the
Bonds; DTC’s records reflect only the identity of the Direct Participants to whose accounts such Bonds are credited,
which may or may not be the Beneficial Owners. The Direct and Indirect Participants will remain responsible for
keeping account of their holdings on behalf of their customers.
Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect
Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.
Beneficial Owners of Bonds may wish to take certain steps to augment the transmission to them of notices of
significant events with respect to the Bonds, such as redemptions, tenders, defaults, and proposed amendments to the
Bond documents. For example, Beneficial Owners of Bonds may wish to ascertain that the nominee holding the
Bonds for their benefit has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial
Owners may wish to provide their names and addresses to the Paying Agent/Registrar and request that copies of
notices be provided directly to them.
Redemption notices shall be sent to DTC. If less than all of the Bonds within a maturity are being redeemed, DTC’s
practice is to determine by lot the amount of the interest of each Direct Participant in such maturity to be redeemed.
Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to Bonds unless
authorized by a Direct Participant in accordance with DTC’s Procedures. Under its usual procedures, DTC mails an
Omnibus Proxy to the City as soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.’s
consenting or voting rights to those Direct Participants to whose accounts Bonds are credited on the record date
(identified in a listing attached to the Omnibus Proxy).
Principal, interest, and redemption payments on the Bonds will be made to Cede & Co., or such other nominee as
may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct Participants’ accounts
upon DTC’s receipt of funds and corresponding detail information from the City or the Paying Agent/Registrar, on
the payable date in accordance with their respective holdings shown on DTC’s records. Payments by Participants to
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 statutory or regulatory
requirements as may be in effect from time to time. Payment of principal, interest, and redemption payments to
Cede & Co. (or such other nominee as may be requested by an authorized representative of DTC) is the
responsibility of the City or the Paying Agent/Registrar, disbursement of such payments to Direct Participants will
be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility
of Direct and Indirect Participants.
DTC may discontinue providing its services as depository with respect to the Bonds at any time by giving
reasonable notice to the City or the Paying Agent/Registrar. Under such circumstances, in the event that a successor
depository is not obtained, Bonds 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
Securities depository). In that event, physical Bonds 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 Bonds are in the Book-Entry Only System,
references in other sections of this Official Statement to registered owners should be read to include the person for
which the Participant acquires an interest in the Bonds, but (i) all rights of ownership must be exercised through
DTC and the Book-Entry Only System and (ii) except as described above, notices that are to be given to registered
owners under the Ordinance will be given only to DTC.
The information in this section concerning DTC and DTC’s book-entry-only system has been obtained from
sources that the City believes to be reliable, but the City takes no responsibility for the accuracy thereof.
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REGISTRATION, TRANSFER AND EXCHANGE
Paying Agent/Registrar
UMB Bank, N.A., Austin, Texas has been named to serve as initial Paying Agent/Registrar for the Bonds. In the
Ordinance, the City retains the right to replace the Paying Agent/Registrar. If the City replaces the Paying
Agent/Registrar, such Paying Agent/Registrar shall, promptly upon the appointment of a successor, deliver the
Paying Agent/Registrar’s records to the successor Paying Agent/Registrar, and the successor Paying Agent/Registrar
shall act in the same capacity as the previous Paying Agent/Registrar. Any successor Paying Agent/Registrar
selected by the City shall be a commercial bank; a trust company organized under applicable law; or other entity
duly qualified and legally authorized to serve and perform the duties of the Paying Agent/Registrar for the Bonds.
Upon any change in the Paying Agent/Registrar for the Bonds, the City agrees to promptly cause a written notice
thereof to be sent to each registered owner of the Bonds by United States mail, first class, postage prepaid, which
notice shall also give the address of the new Paying Agent/Registrar.
In the event the Book-Entry Only System should be discontinued, interest on the Bonds will be paid to the registered
owners appearing on the registration books of the Paying Agent/Registrar at the close of business on the Record
Date (hereinafter defined), and such interest will be paid (i) by check sent United States mail, first class postage
prepaid to the address of the registered owner recorded in the registration books of the Paying Agent/Registrar or (ii)
by such other method, acceptable to the Paying Agent/Registrar requested by, and at the risk and expense of, the
registered owner. Principal and redemption payments of the Bonds will be paid to the registered owner at the stated
maturity or earlier redemption upon presentation to the designated payment/transfer office of the Paying
Agent/Registrar. If the date for the payment of the principal or interest on the Bonds is a Saturday, Sunday, a legal
holiday, or a day when banking institutions in the city where the designated payment/transfer office of the Paying
Agent/Registrar is located are authorized to close, then the date for such payment will be the next succeeding day
which is not such a day, and payment on such date will have the same force and effect as if made on the date
payment was due. So long as Cede & Co. is the registered owner of the Bonds, principal, interest, and redemption
payments on the Bonds will be made as described in “BOOK-ENTRY ONLY SYSTEM” above.
Future Registration
In the event the book-entry only system should be discontinued, printed Bonds will be delivered to the Owners and
thereafter the Bonds may be transferred and exchanged on the registration books of the Paying Agent/Registrar only
upon presentation and surrender to the Paying Agent/Registrar, and such registration and transfer shall be without
expense or service charge to the Owner, except for any tax or other governmental charges required to be paid with
respect to such registration, exchange and transfer. Bonds may be assigned by the execution of an assignment form
on the Bonds or by other instrument of transfer and assignment acceptable to the Paying Agent/Registrar. A new
Bond will be delivered by the Paying Agent/Registrar in lieu of the Bond being transferred or exchanged at the
designated office of the Paying Agent/Registrar, or sent by United States mail, first class, postage prepaid, to the
new registered Owner at the Owner’s request, risk and expense. New Bonds issued in an exchange or transfer of
Bonds will be delivered to the registered Owner or assignee of the Owner after the receipt of the Bonds to be
canceled in the exchange or transfer and the written instrument of transfer or request for exchange duly executed by
the Owner or his duly authorized agent, in form satisfactory to the Paying Agent/Registrar. New Bonds registered
and delivered in an exchange or transfer shall be of like kind and in authorized denominations and for a like
aggregate principal amount as the Bond or Bonds surrendered for exchange or transfer. See “BOOK-ENTRYONLY SYSTEM” for a description of the system to be utilized initially in the settlement and transfer of the Bonds.
Record Date for Interest Payment
The record date (“Record Date”) for the interest payable on any interest payment date is the close of business on the
15th calendar day of the month next preceding such interest payment date, as specified in the Ordinance. In the
event of a nonpayment of interest on a scheduled payment date, and for 30 days thereafter, a new record date for
such interest payment (the “Special Record Date”) will be established by the Paying Agent/Registrar, if and when
funds for the payment of such interest have been received from the City. Notice of the Special Record Date and of
the scheduled payment date of the past due interest (the “Special Payment Date” which shall be 15 days after the
Special Record Date) shall be sent at least 5 days prior to the Special Record Date by United States mail, first class,
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postage prepaid, to the address of each Owner of a Bond appearing on the books of the Paying Agent/Registrar at
the close of business on the last business day next preceding the date of mailing of such notice.
Limitation on Transfer of Bonds
Neither the City nor the Paying Agent/Registrar shall be required to transfer or exchange any Bond (i) during the
period commencing with the close of business on any Record Date and ending with the opening of business on the
next following principal or interest payment date or (ii) with respect to any Bond, or any portion thereof, called for
redemption prior to maturity within 45 days prior to its redemption date, provided, however, such limitation of
transfer shall not be applicable to an exchange by the registered owner of the uncalled balance of a Bond.
Replacement of Bonds
If any Bond is mutilated, destroyed, stolen or lost, a new Bond in the same principal amount as the Bond so
mutilated, destroyed, stolen or lost will be issued. In the case of a mutilated Bond, such new Bond will be delivered
only upon surrender and cancellation of such mutilated Bond. In the case of any Bond issued in lieu of and in
substitution for a Bond which has been destroyed, stolen or lost, such new Bond will be delivered only (a) upon
filing with the City and the Paying Agent/Registrar evidence satisfactory to them that such Bond has been destroyed,
stolen or lost and proof of the ownership thereof and (b) upon furnishing the City and the Paying Agent/Registrar
with indemnity satisfactory to them. The person requesting the authentication and delivery of a new Bond must pay
such expenses as the Paying Agent/Registrar may incur in connection therewith.
AD VALOREM PROPERTY TAXATION
The following is a summary of certain provisions of State law as it relates to ad valorem taxation and is not intended
to be complete. Reference is made to Title I of the Texas Tax Code, as amended (the “Property Tax Code”), for
identification of property subject to ad valorem taxation, property exempt or which may be exempted from ad
valorem taxation if claimed, the appraisal of property for ad valorem tax purposes, and the procedures and
limitations applicable to the levy and collection of ad valorem taxes.
Valuation of Taxable Property
The Property Tax Code provides for countywide appraisal and equalization of taxable property values and
establishes in each county of the State an appraisal district and an appraisal review board ( “Appraisal Review
Board”) responsible for appraising property for all taxing units within the county. The appraisal of property within
the City is the responsibility of the Taylor Central Appraisal District (the “Appraisal District”). Except as described
below, the Appraisal District is required to appraise all property within the Appraisal District on the basis of 100%
of its market value and is prohibited from applying any assessment ratios. In determining market value of property,
the Appraisal District is required to consider the cost method of appraisal, the income method of appraisal and the
market data comparison method of appraisal, and use the method the chief appraiser of the Appraisal District
considers most appropriate. The Property Tax Code requires appraisal districts to reappraise all property in its
jurisdiction at least once every three years. A taxing unit may require annual review at its own expense, and is
entitled to challenge the determination of appraised value of property within the taxing unit by petition filed with the
Appraisal Review Board.
State law requires the appraised value of an owner’s principal residence (“homestead” or “homesteads”) to be based
solely on the property’s value as a homestead, regardless of whether residential use is considered to be the highest
and best use of the property. State law further limits the appraised value of a homestead to the lesser of (1) the
market value of the property or (2) 110% of the appraised value of the property for the preceding tax year plus the
market value of all new improvements to the property (the “10% Homestead Cap”). The 10% increase is
cumulative, meaning the maximum increase is 10% times the number of years since the property was last appraised.
See Table 1 for the reduction in taxable valuation attributable to the 10% Homestead Cap.
State law provides that eligible owners of both agricultural land and open-space land, including open-space land
devoted to 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 (“Productivity Value”). The same land may
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not be qualified as both agricultural and open-space land. See Table 1 for the reduction in taxable valuation
attributable to valuation by Productivity Value.
The appraisal values set by the Appraisal District are subject to review and change by the Appraisal Review Board.
The appraisal rolls, as approved by the Appraisal Review Board, are used by taxing units, such as the City, in
establishing their tax rolls and tax rates. See “AD VALOREM PROPERTY TAXATION – Issuer and Taxpayer
Remedies.”
State Mandated Homestead Exemptions
State law grants, with respect to each taxing unit in the State, various exemptions for disabled veterans and their
families, surviving spouses of members of the armed services killed in action and surviving spouses of first
responders killed or fatally wounded in the line of duty. See Table 1 for the reduction in taxable valuation
attributable to state-mandated homestead exemptions.
Local Option Homestead Exemptions
The governing body of a taxing unit, including a city, county, school district, or special district, at its option may
grant: (1) an exemption of up to 20% of the market value of all homesteads (but not less than $5,000) and (2) an
additional exemption of the market value of the homesteads of persons 65 years of age or older and the disabled.
Each taxing unit decides if it will offer the local option homestead exemptions and at what percentage or dollar
amount, as applicable. See Table 1 for the reduction in taxable valuation, if any, attributable to local option
homestead exemptions.
Local Option Freeze for the Elderly and Disabled
The governing body of a county, municipality or junior college district may, at its option, provide for a freeze on the
total amount of ad valorem taxes levied on the homesteads of persons 65 years of age or older or of disabled persons
above the amount of tax imposed in the year such residence qualified for such exemption. Also, upon voter
initiative, an election may be held to determine by majority vote whether to establish such a freeze on ad valorem
taxes. Once the freeze is established, the total amount of taxes imposed on such homesteads cannot be increased
except for certain improvements, and such freeze cannot be repealed or rescinded. See Table 1 for the reduction in
taxable valuation attributable to the freeze on taxes for the elderly and disabled.
Personal Property
Tangible personal property (furniture, machinery, supplies, inventories, etc.) used in the “production of income” is
taxed based on the property’s market value. Taxable personal property includes income-producing equipment and
inventory. Intangibles such as goodwill, accounts receivable, and proprietary processes are not taxable. Tangible
personal property not held or used for production of income, such as household goods, automobiles or light trucks,
and boats, is exempt from ad valorem taxation unless the governing body of a taxing unit elects to tax such property.
Freeport Exemptions
Certain goods detained in the State for 175 days or less for the purpose of assembly, storage, manufacturing,
processing or fabrication (“Freeport Property”) are exempt from ad valorem taxation unless a taxing unit took
official action to tax Freeport Property before April 1, 1990 and has not subsequently taken official action to exempt
Freeport Property. Decisions to continue to tax Freeport Property may be reversed in the future; decisions to exempt
Freeport Property are not subject to reversal. Certain goods, principally inventory, that are stored for the purposes of
assembling, storing, manufacturing, processing or fabricating the goods in a location that is not owned by the owner
of the goods and are transferred from that location to another location within 175 days (“Goods-in-Transit”), are
exempt from ad valorem taxation unless a taxing unit takes official action by January 1 of the year preceding a tax
year, after holding a public hearing, to tax Goods-in-Transit beginning the following tax year. Goods-in-Transit and
Freeport Property do not include oil, natural gas or petroleum products, and Goods-in-Transit does not include
special inventories such as motor vehicles or boats in a dealer’s retail inventory. A taxpayer may receive only one of
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the Goods-in-Transit or Freeport Property exemptions for items of personal property. See Table 1 for the reduction
in taxable valuation, if any, attributable to Goods-in-Transit or Freeport Property exemptions.
Other Exempt Property
Other major categories of exempt property include property owned by the State or its political subdivisions if used
for public purposes, property exempt by federal law, property used for pollution control, farm products owned by
producers, property of nonprofit corporations used for scientific research or educational activities benefitting a
college or university, designated historic sites, solar and wind-powered energy devices, and certain classes of
intangible personal property.
Tax Increment Financing Zones
A city or county, by petition of the landowners or by action of its governing body, may create one or more tax
increment financing zones (“TIRZ”) within its boundaries, and other overlapping taxing units may agree to
contribute taxes levied against the “Incremental Value” in the TIRZ to finance or pay for project costs, as defined in
Chapter 311, Texas Government Code, general located within the TIRZ. At the time of the creation of the TIRZ, a
“base value” for the real property in the TIRZ is established and the difference between any increase in the assessed
valuation of taxable real property in the TIRZ in excess of the base value is known as the “Incremental Value”, and
during the existence of the TIRZ, all or a portion of the taxes levied by each participating taxing unit against the
Incremental Value in the TIRZ are restricted to paying project and financing costs within the TIRZ and are not
available for the payment of other obligations of such taxing units. See “AD VALOREM PROPERTY
TAXATION” City Application of Property Tax Code” for descriptions of any TIRZ created in the City.
Tax Abatement Agreements
Taxing units may also enter into tax abatement agreements to encourage economic development. Under the
agreements, a property owner agrees to construct certain improvements on its property. The taxing unit, in turn,
agrees not to levy a tax on all or part of the increased value attributable to the improvements until the expiration of
the agreement. The abatement agreement could last for a period of up to 10 years. See “AD VALOREM
PROPERTY TAXATION – City Application of Property Tax Code” for descriptions of any of the City’s tax
abatement agreements. See Table 1 for the reduction in taxable valuation, if any, attributable to tax abatement
agreements.
For a discussion of how the various exemptions described above are applied by the City, see “AD VALOREM
PROPERTY TAXATION – City Application of Property Tax Code” herein.
Public Hearing and Maintenance and Operation Tax Rate Limitations
The following terms as used in this section have the meanings provided below:
“adjusted” means lost values are not included in the calculation of the prior year’s taxes and new values are not
included in the current year’s taxable values.
“de minimis rate” means the maintenance and operations tax rate that will produce the prior year’s total maintenance
and operations tax levy (adjusted) from the current year’s values (adjusted), plus the rate that produces an additional
$500,000 in tax revenue when applied to the current year’s taxable value, plus the debt service tax rate.
“no-new-revenue tax rate” means the combined maintenance and operations tax rate and debt service tax rate that
will produce the prior year’s total tax levy (adjusted) from the current year’s total taxable values (adjusted).
“special taxing unit” means a city for which the maintenance and operations tax rate proposed for the current tax
year is 2.5 cents or less per $100 of taxable value.
“unused increment rate” means the cumulative difference between a city’s voter-approval tax rate and its actual tax
rate for each of the tax years 2020 through 2022, which may be applied to a city’s tax rate in tax years 2021 through
2023 without impacting the voter-approval tax rate.
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“voter-approval tax rate” means the maintenance and operations tax rate that will produce the prior year’s total
maintenance and operations tax levy (adjusted) from the current year’s values (adjusted) multiplied by 1.035, plus
the debt service tax rate, plus the “unused increment rate”.
The City’s tax rate consists of two components: (1) a rate for funding of maintenance and operations expenditures in
the current year (the “maintenance and operations tax rate”), and (2) a rate for funding debt service in the current
year (the “debt service tax rate”). Under State law, the assessor for the City must submit an appraisal roll showing
the total appraised, assessed, and taxable values of all property in the City to the City Council by August 1 or as
soon as practicable thereafter.
A city must annually calculate its “voter-approval tax rate” and “no-new-revenue tax rate” (as such terms are
defined above) in accordance with forms prescribed by the State Comptroller and provide notice of such rates to
each owner of taxable property within the city and the county tax assessor-collector for each county in which all or
part of the city is located. A city must adopt a tax rate before the later of September 30 or the 60th day after receipt
of the certified appraisal roll, except that a tax rate that exceeds the voter-approval tax rate must be adopted not later
than the 71st day before the next occurring November uniform election date. If a city fails to timely adopt a tax rate,
the tax rate is statutorily set as the lower of the no-new-revenue tax rate for the current tax year or the tax rate
adopted by the city for the preceding tax year.
As described below, the Property Tax Code provides that if a city adopts a tax rate that exceeds its voter-approval
tax rate or, in certain cases, its “de minimis rate”, an election must be held to determine whether or not to reduce the
adopted tax rate to the voter-approval tax rate.
A city may not adopt a tax rate that exceeds the lower of the voter-approval tax rate or the no-new-revenue tax rate
until each appraisal district in which such city participates has delivered notice to each taxpayer of the estimated
total amount of property taxes owed and the city has held a public hearing on the proposed tax increase.
For cities with a population of 30,000 or more as of the most recent federal decennial census, if the adopted tax rate
for any tax year exceeds the voter-approval tax rate, that city must conduct an election on the next occurring
November uniform election date to determine whether or not to reduce the adopted tax rate to the voter-approval tax
rate.
For cities with a population less than 30,000 as of the most recent federal decennial census, if the adopted tax rate
for any tax year exceeds the greater of (i) the voter-approval tax rate or (ii) the de minimis rate, the city must
conduct an election on the next occurring November uniform election date to determine whether or not to reduce the
adopted tax rate to the voter-approval tax rate. However, for any tax year during which a city has a population of
less than 30,000 as of the most recent federal decennial census and does not qualify as a special taxing unit, if a
city’s adopted tax rate is equal to or less than the de minimis rate but greater than both (a) the no-new-revenue tax
rate, multiplied by 1.08, plus the debt service tax rate or (b) the city’s voter-approval tax rate, then a valid petition
signed by at least three percent of the registered voters in the city would require that an election be held to determine
whether or not to reduce the adopted tax rate to the voter-approval tax rate.
Any city located at least partly within an area declared a disaster area by the Governor of the State or the President
of the United States during the current year may calculate its “voter-approval tax rate” using a 1.08 multiplier,
instead of 1.035, until the earlier of (i) the second tax year in which such city’s total taxable appraised value exceeds
the taxable appraised value on January 1 of the year the disaster occurred, or (ii) the third tax year after the tax year
in which the disaster occurred.
State law provides cities and counties in the State the option of assessing a maximum one-half percent (1/2%) sales
and use tax on retail sales of taxable items for the purpose of reducing its ad valorem taxes, if approved by a
majority of the voters in a local option election. If the additional sales and use tax for ad valorem tax reduction is
approved and levied, the no-new-revenue tax rate and voter-approval tax rate must be reduced by the amount of the
estimated sales tax revenues to be generated in the current tax year.
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The calculations of the no-new-revenue tax rate and voter-approval tax rate do not limit or impact the City’s
ability to set a debt service tax rate in each year sufficient to pay debt service on all of the City’s
tax-supported debt obligations, including the Bonds.
Reference is made to the Property Tax Code for definitive requirements for the levy and collection of ad valorem
taxes and the calculation of the various defined tax rates.
Debt Tax Rate Limitations
All taxable property within the City is subject to the assessment, levy and collection by the City of a continuing,
direct annual ad valorem tax sufficient to provide for the payment of principal of and interest on all ad valorem taxsupported debt within the limits prescribed by law. Article XI, Section 4, of the Texas Constitution is applicable to
the City, and limits its maximum ad valorem tax rate to $1.50 per $100 of Taxable Assessed Valuation.
Administratively, the Attorney General of the State of Texas will permit allocation of $1.00 of the $1.50 maximum
tax rate for all debt service on ad valorem tax-supported debt, as calculated at the time of issuance.
City’s Rights in the Event of Tax Delinquencies
Taxes levied by the City are a personal obligation of the owner of the property as of January 1 of the year for which
the tax is imposed. On January 1 of each year, a tax lien attaches to property to secure the payment of all State and
local taxes, penalties, and interest ultimately imposed for the year on the property. The lien exists in favor of the
State and each local taxing unit, including the City, having power to tax the property. Personal property, under
certain circumstances, is subject to seizure and sale for the payment of delinquent taxes. At any time after taxes on
property become delinquent, the City may file suit to foreclose the lien securing payment of the tax, to enforce
personal liability for the tax, or both. In filing a suit to foreclose a tax lien on real property, the City must join other
taxing units that have claims for delinquent taxes against all or part of the same property. Collection of delinquent
taxes may be adversely affected by the amount of taxes owed to other taxing units, by the effects of market
conditions on the foreclosure sale price, by taxpayer redemption rights (a taxpayer may redeem property within two
(2) years after the purchaser’s deed issued at the foreclosure sale is filed in the county records) or by bankruptcy
proceedings which restrict the collection of taxpayer debts. Federal bankruptcy law provides that an automatic stay
of actions by creditors and other entities, including governmental units, goes into effect with the filing of any
petition in bankruptcy. The automatic stay prevents governmental units from foreclosing on property and prevents
liens for post-petition taxes from attaching to property and obtaining secured creditor status unless, in either case, an
order lifting the stay is obtained from the bankruptcy court. In many cases, post-petition taxes are paid as an
administrative expense of the estate in bankruptcy or by order of the bankruptcy court.
Issuer and Taxpayer Remedies
Under certain circumstances, the City and its taxpayers may appeal the determinations of the Appraisal District by
timely initiating a protest with the Appraisal Review Board. Additionally, taxing units such as the City may bring
suit against the Appraisal District to compel compliance with the Property Tax Code.
Owners of certain property with a taxable value of at least $50 million and situated in a county with a population of
one million or more as of the most recent federal decennial census may additionally protest the determinations of
appraisal district directly to a three-member special panel of the appraisal review board, selected by a State district
judge, consisting of highly qualified professionals in the field of property tax appraisal.
The Property Tax Code sets forth notice and hearing procedures for certain tax rate increases by the City and
provides for taxpayer referenda that could result in the repeal of certain tax increases (See “– Public Hearing and
Maintenance and Operation Tax Rate Limitations”.) The Property Tax Code also establishes a procedure for notice
to property owners of reappraisals reflecting increased property value, appraisals which are higher than renditions,
and appraisals of property not previously on an appraisal roll.
City Application of the Property Tax Code
The City does not grant a local exemption for residence homesteads of persons 65 years of age or older or for
residence homesteads of persons who are disabled.
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The City taxes only business personal property.
The City does not permit split payments and does not allow discounts.
The City does not grant the Freeport exemption.
The City has not taken action to tax Goods-in-Transit
The City does not participate in a TIRZ.
The City does not have any tax abatement agreements.

RETIREMENT PLAN
The City provides pension benefits for all of its eligible employees through a non-traditional, joint contributory,
hybrid defined benefit plan in the statewide Texas Municipal Retirement System, an agent multi-employer public
employee retirement system. For a discussion of the Retirement Plan, see Appendix D “Audited Financial
Statements for the Fiscal Year Ended September 30, 2019.”
INVESTMENT POLICIES
Accounting Principles Generally Accepted in the United States
The City policy is to adhere to accounting principles generally accepted in the United States (see Appendix D
“Audited Financial Statements for the Fiscal Year Ended September 30, 2019”).
Legal Investments
Under State law, the City is authorized to invest in (1) obligations of the United States or its agencies and
instrumentalities, including letters of credit; (2) direct obligations of the State or its agencies and instrumentalities;
(3) collateralized mortgage obligations directly issued 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 and interest of which is unconditionally guaranteed or insured by, or backed by the full
faith and credit of, the State or the United States or their respective agencies and instrumentalities, including
obligations that are fully guaranteed or insured by the Federal Deposit Insurance Corporation or by the explicit full
faith and credit of the United States; (5) obligations of states, agencies, counties, cities, 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) obligations issued, assumed or guaranteed by the State of Israel; (7) certificates of
deposit and share Bonds meeting the requirements of the Texas Public Funds Investment Act (Chapter 2256, Texas
Government Code) (i) that are issued by or through an institution that has its main office or a branch office in the
State, and are guaranteed or insured by the Federal Deposit Insurance Corporation or the National Credit Union
Share Insurance Fund, or are secured as to principal by obligations described in clauses (1) through (6) or in any
other manner and amount provided by law for City deposits or, (ii) where (a) the funds are invested by the City
through (I) a broker that has its main office or a branch office in the State and is selected from a list adopted by the
City as required by law or (II) a depository institution that has its main office or a branch office in the State that is
selected by the City; (b) the broker or the depository institution selected by the City arranges for the deposit of the
funds in certificates of deposit in one or more federally insured depository institutions, wherever located, for the
account of the City; (c) the full amount of the principal and accrued interest of each of the certificates of deposit is
insured by the United States or an instrumentality of the United States, and (d) the City appoints the depository
institution selected under (a) above, an entity as described by Section 2257.041(d) of the Texas Government Code,
or a clearing broker-dealer registered with the Securities and Exchange Commission and operating pursuant to
Securities and Exchange Commission Rule 15c3-3 (17 C.F.R. Section 240.15c3-3) as custodian for the City with
respect to the certificates of deposit issued for the account of the City; (8) fully collateralized repurchase agreements
that have a defined termination date, are secured by a combination of cash and obligations described in clause
(1) require the securities being purchased by the City or cash held by the City to be pledged to the City, held in the
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City’s name, and deposited at the time the investment is made with the City or with a third party selected and
approved by the City, and are placed through a primary government securities dealer, as defined by the Federal
Reserve, or a financial institution doing business in the State; (9) certain bankers’ acceptances with the remaining
term of 270 days or less, if the short-term obligations of the accepting bank or its parent are rated at least “A-1” or
“P-1” or the equivalent by at least one nationally recognized credit rating agency; (10) commercial paper with a
stated maturity of 270 days or less that is rated at least “A-1” or “P-1” or the equivalent by either (a) two nationally
recognized credit rating agencies or (b) 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 registered
with and regulated by the United States Securities and Exchange Commission that have a dollar weighted average
stated maturity of 90 days or less and include in their investment objectives the maintenance of a stable net asset
value of $1 for each share; and (12) no-load mutual funds registered with the United States Securities and Exchange
Commission that have an average weighted maturity of less than two years, invest exclusively in obligations
described in the this paragraph, and are continuously rated as to investment quality by at least one nationally
recognized investment rating firm of not less than “AAA” or its equivalent. In addition, bond proceeds may be
invested in guaranteed investment contracts that have a defined termination date and are secured by obligations,
including letters of credit, of the United States or its agencies and instrumentalities in an amount at least equal to the
amount of bond proceeds invested under such contract, other than the prohibited obligations described below.
A political subdivision such as the City may enter into securities lending programs if (i) the securities loaned under
the program are 100% collateralized, a loan made under the program allows for termination at any time and a loan
made under the program is either secured by (a) obligations that are described in clauses (1) through (6) above,
(b) irrevocable letters of credit issued by a state or national bank that is continuously rated by a nationally
recognized investment rating firm at not less than A or its equivalent or (c) cash invested in obligations described in
clauses (1) through (6) above, clauses (10) through (12) above, or an authorized investment pool; (ii) securities held
as collateral under a loan are pledged to the City, held in the City’s name and deposited at the time the investment is
made with the City or a third party designated by the City; (iii) a loan made under the program is placed through
either a primary government securities dealer or a financial institution doing business in the State of Texas; and
(iv) the agreement to lend securities has a term of one year or less.
The City may invest in such obligations directly or through government investment pools that invest solely in such
obligations provided that the pools are rated no lower than “AAA” or “AAAm” or an equivalent by at least one
nationally recognized rating service. The City may also contract with an investment management firm registered
under the Investment Advisers Act of 1940 (15 U.S.C. Section 80b-1 et seq.) or with the State Securities Board to
provide for the investment and management of its public funds or other funds under its control for a term up to
two years, but the City retains ultimate responsibility as fiduciary of its assets. In order to renew or extend such a
contract, the City must do so by order, ordinance, or resolution.
The City is specifically prohibited from investing in: (1) obligations whose payment represents the coupon payments
on the outstanding principal balance of the underlying mortgage-backed security collateral and pays no principal;
(2) obligations whose payment represents the principal stream of cash flow from the underlying mortgage-backed
security and bears no interest; (3) collateralized mortgage obligations that have a stated final maturity of greater than
10 years; and (4) collateralized mortgage 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 investment diversification, yield, maturity, and the quality and
capability of investment management; and that include a list of authorized investments for City funds, the maximum
allowable stated maturity of any individual investment, the maximum average dollar-weighted maturity allowed for
pooled fund groups, methods to monitor the market price of investments acquired with public funds, a requirement
for settlement of all transactions, except investment pool funds and mutual funds, on a delivery versus payment
basis, and procedures to monitor rating changes in investments acquired with public funds and the liquidation of
such investments consistent with the Public Funds Investment Act. All City funds must be invested consistent with a
formally adopted “Investment Strategy Statement” that specifically addresses each fund’s investment. Each
Investment Strategy Statement will describe its objectives concerning: (1) suitability of investment type,
(2) preservation and safety of principal, (3) liquidity, (4) marketability of each investment, (5) diversification of the
portfolio, and (6) yield.
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Under Texas law, City investments must be made “with judgment and care, under prevailing circumstances, that a
person of prudence, discretion, and intelligence would exercise in the management of the person’s own affairs, not
for speculation, but for investment, considering the probable safety of capital and the probable income to be
derived.” At least quarterly the City’s investment officers shall submit an investment report detailing: (1) the
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 asset at the beginning and end of the reporting period,
(5) the maturity date of each separately 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
investment strategy statements and (b) state law. No person may invest City funds without express written authority
from City Council.
Additional Provisions
Under State law, the City is additionally required to: (1) annually review its adopted policies and strategies;
(2) adopt a written instrument by rule, order, ordinance or resolution stating that it has reviewed its investment
policy and investment strategies and recording any changes made to either its investment policy or investment
strategy; (3) require any investment officers with personal business relationships or relatives with firms seeking to
sell securities to the City to disclose the relationship and file a statement with the Texas Ethics Commission and City
Council; (4) require the qualified representative of firms offering to engage in an investment transaction with the
City to: (a) receive and review the City’s investment policy, (b) acknowledge that reasonable controls and
procedures have been implemented to preclude investment transactions conducted between the City and the business
organization that are not authorized by the City’s investment policy (except to the extent that this authorization is
dependent on an analysis of the makeup of the City’s entire portfolio or requires an interpretation of subjective
investment standards), and (c) deliver a written statement in a form acceptable to the City and the business
organization attesting to these requirements; (5) perform an annual audit of the management controls on investments
and adherence to the City’s investment policy; (6) provide specific investment training for the treasurer, chief
financial officer and investment officers; (7) restrict reverse repurchase agreements to not more than 90 days and
restrict the investment of reverse repurchase agreement funds to no greater than the term of the reverse repurchase
agreement; (8) restrict the investment in no-load mutual funds in the aggregate to no more than 15% of the City’s
monthly average fund balance, excluding bond proceeds and reserves and other funds held for debt service;
(9) require local government investment pools to conform to the new disclosure, rating, net asset value, yield
calculation, and advisory board requirements; and (10) at least annually review, revise and adopt a list of qualified
brokers that are authorized to engage in investment transactions with the City.
Current Investments
As of September 30, 2019, the City’s investment portfolio was invested in the following categories. As of such date,
the market value of such investments was approximately 100% of their book value.
Type of Investment
Governmental Fund
Business – Type Fund Water and
Sewer Fund
Total

Amount
$265,439
$1,498,311
$3,861,770

RECENT FINANCIAL DEVELOPMENTS
Infectious Disease Outbreak – COVID-19
The outbreak of COVID-19, a respiratory disease caused by a new strain of coronavirus, has been characterized as a
pandemic (the "Pandemic") by the World Health Organization and is currently affecting many parts of the world,
including the United States and Texas. On January 31, 2020, the Secretary of the United States Health and Human
Services Department declared a public health emergency for the United States and on March 13, 2020, the President
of the United States declared the outbreak of COVID-19 in the United States a national emergency. Subsequently,
the President’s Coronavirus Guidelines for America and the United States Centers for Disease Control and
Prevention called upon Americans to take actions to slow the spread of COVID-19 in the United States.
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On March 13, 2020, the Governor of Texas (the "Governor") declared a state of disaster for all counties in Texas in
response to the Pandemic. Pursuant to Chapter 418 of the Texas Government Code, the Governor has broad
authority to respond to disasters, including suspending any regulatory statute prescribing the procedures for
conducting state business or any order or rule of a state agency that would in any way prevent, hinder, or delay
necessary action in coping with the disaster, and issuing executive orders that have the force and effect of law. The
Governor has since issued a number of executive orders relating to COVID-19 preparedness and mitigation. These
include, for example, the issuance on March 19, 2020 of Executive Order GA-08 which, among other things,
imposed limitations on social gatherings of more than 10 people and temporarily closed school districts throughout
the state through April 3, 2020, unless otherwise extended, modified, rescinded, or superseded by the Governor. In
addition to the actions by the state and federal officials, certain local officials, including the City, have declared a
local state of disaster and have issued “shelter-in-place” orders. Many of the federal, state and local actions and
policies under the aforementioned disaster declarations and shelter-in-place orders are focused on limiting instances
where the public can congregate or interact with each other, which affects the operation of businesses and directly
impacts the economy.
The Pandemic has negatively affected travel, commerce, and financial markets globally, and is widely expected to
continue negatively affecting economic growth and financial markets worldwide. These negative impacts may
reduce or negatively affect property values and/or the collection of sales tax revenues and ad valorem tax revenues
within the City. See “AD VALOREM PROPERTY TAXATION”. The Bonds are secured by an ad valorem tax
(within the limits prescribed by law), and a reduction in property values may require an increase in the ad valorem
tax rate required to pay the Bonds as well as the City’s operations and maintenance expenses. See “AD VALOREM
PROPERTY TAXATION”. Additionally, the City collects a sales and use tax on all taxable transactions within the
City’s boundaries. A reduction in the collection of sales tax revenues may negatively impact the City’s operating
budget and overall financial condition.
The City continues to monitor the spread of COVID-19 and is working with local, state, and national agencies to
address the potential impact of the Pandemic upon the City. While the potential impact of the Pandemic on the City
cannot be quantified at this time, the continued outbreak of COVID-19 could have an adverse effect on the City’s
operations and financial condition.
Potential Impact of COVID-19
A continued spread of COVID-19, and measures taken to prevent or reduce it, could adversely impact state, national
and global economic activities and, accordingly, adversely impact the financial condition and performance of the
City, and the extent of impact could be material.
Businesses and individuals appear to be altering their behaviors in a manner that is having negative impacts on
global and local economies. Stock values and crude oil prices, in the U.S. and globally, have seen significant
declines attributed to COVID-19 concerns. Texas may be particularly at risk from any global slowdown, given the
prevalence of international trade in the state and the risk of contraction in the oil and gas industry and spillover
effects into other industries, including manufacturing.
Measures taken to prevent or reduce the spread of COVID-19 could limit the growth of or reduce economic activity
in the State and the City, which in turn could limit the growth of or reduce the City’s ad valorem and sales tax
collections. In addition, further or extended reductions in the value of stocks and other investments could impact
employee retirement plans or other funds and could require actions by the State. Due to the recent and
unprecedented nature of the spread of COVID-19, the duration and extent of the potential impact of COVID-19 on
the Texas economy and the City’s revenues, expenses, and cash flow are uncertain and cannot be quantified at this
time.

RATINGS
Standard & Poor’s Rating Services, a Standard and Poor’s Financial Services LLC business, (“S&P”) has assigned a
rating of “AA” to the Bonds based upon the Municipal Bond Insurance Policy to be issue by Build America Mutual
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Assurance Company. The Bonds have also been assigned an underlying rating of “A+” by S&P. An explanation of
the significance of such ratings may be obtained from S&P. Such ratings reflect only the views of S&P and the City
makes no representation as to the appropriateness of the ratings. 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 S&P, if in the
judgment of S&P, circumstances so warrant. Any such downward revision or withdrawal of such rating may have an
adverse effect on the market price of the Bonds. Neither the Underwriter nor the City has undertaken any
responsibility to bring to the attention of the holders of the Bonds any proposed revision or withdrawal of the rating
of the Bonds or to oppose any such proposed revision or withdrawal. Any such change in or withdrawal of such
ratings could have an adverse effect on the market price of the Bonds.
PENDING LITIGATION
There is no material litigation currently pending against the City.
LEGAL MATTERS
The City will furnish a complete transcript of proceedings incident to the authorization and issuance of the Bonds,
including the approving legal opinions of the Attorney General of the State of Texas to the effect that the Bonds are
valid and binding obligations of the City, and based upon examination of such transcripts of proceedings, the
approving legal opinions of Bond Counsel to the effect that (i) the Bonds are issued in compliance with the
provisions of the Ordinance are valid and legally binding obligations of the City and (ii) the interest on the Bonds is
exempt from federal income taxation under existing statutes, published rulings, regulations, and court decisions (see
“TAX MATTERS”). Bond Counsel has not been engaged to investigate the financial resources of the City or its
ability to provide for payment of the Bonds, and the opinion of Bond Counsel will make no statement as to such
matters, or any other information that may have been relied on by anyone in making the decision to purchase the
Bonds. The applicable legal opinion will be printed on or attached to the definitive Bonds.
Bond Counsel has reviewed the statements and information appearing in the Official Statement under the captions
“THE BONDS” (except the subcaption “Sources and Uses of Funds”), “GENERAL INFORMATION
REGARDING THE BONDS,” “REGISTRATION, TRANSFER AND EXCHANGE,” “AD VALOREM
PROPERTY TAXATION – Public Hearing and Maintenance and Operation Tax Rate Limitations,” “LEGAL
MATTERS,” “TAX MATTERS,” “LEGAL INVESTMENTS IN TEXAS,” “REGISTRATION AND
QUALIFICATION OF ISSUE FOR SALE” and “CONTINUING DISCLOSURE OF INFORMATION” (except the
subcaption “Compliance With Prior Undertakings”), and Bond Counsel is of the opinion that the information
contained under such captions and subcaptions fairly summarizes the procedures and documents referred to therein
and is correct as to matters of law. Bond Counsel has not independently verified any of the factual information
contained in this Official Statement nor have they conducted an investigation of the affairs of the City for the
purpose of passing upon the accuracy, completeness, or fairness of this Official Statement. No person is entitled to
rely upon such firm’s limited participation as an assumption of responsibility for, or an expression of opinion of any
kind with regard to, the accuracy, completeness, or fairness of any of the information contained herein.
TAX MATTERS
On the date of initial delivery of the Bonds, McCall, Parkhurst & Horton L.L.P., Dallas, Texas, Bond Counsel, will
render its opinion that, in accordance with statutes, regulations, published rulings and court decisions existing on the
date thereof ("Existing Law"), (1) interest on the Bonds for federal income tax purposes will be excludable from the
"gross income" of the holders thereof and (2) the Bonds will not be treated as "specified private activity bonds" the
interest on which would be included as an alternative minimum tax preference item under section 57(a)(5) of the
Internal Revenue Code of 1986 (the "Code"). Except as stated above, Bond Counsel will express no opinion as to
any other federal, state or local tax consequences of the purchase, ownership or disposition of the Bonds. See
APPENDIX C, FORM OF OPINION OF BOND COUNSEL.
In rendering its opinion, Bond Counsel to the Issuer will rely upon (a) certain information and representations of the
Issuer, including information and representations contained in the Issuer's federal tax certificate, (b) covenants of the
Issuer contained in the Bond documents relating to certain matters, including arbitrage and the use of the proceeds of
the Bonds and the property financed therewith, and (c) certifications by the holders of the Refunded Obligations
verifying the sufficiency of the amounts paid thereto to fully redeem and discharge the Refunded Obligations.
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Failure by the Issuer to observe the aforementioned representations or covenants could cause the interest on the
Bonds to become taxable retroactively to the date of issuance.
The Code and the regulations promulgated thereunder contain a number of requirements that must be satisfied
subsequent to the issuance of the Bonds in order for interest on the Bonds to be, and to remain, excludable from
gross income for federal income tax purposes. Failure to comply with such requirements may cause interest on the
Bonds to be included in gross income retroactively to the date of issuance of the Bonds. The opinion of Bond
Counsel is conditioned on compliance by the Issuer with such requirements, and Bond Counsel has not been
retained to monitor compliance with these requirements subsequent to the issuance of the Bonds.
Bond Counsel's opinion represents its legal judgment based upon its review of Existing Law and the reliance on the
aforementioned information, representations and covenants. Bond Counsel's opinion is not a guarantee of a result.
The Existing Law is subject to change by the Congress and to subsequent judicial and administrative interpretation
by the courts and the Department of the Treasury. There can be no assurance that such Existing Law or the
interpretation thereof will not be changed in a manner which would adversely affect the tax treatment of the
purchase, ownership or disposition of the Bonds.
A ruling was not sought from the Internal Revenue Service by the Issuer with respect to the Bonds or the property
financed or refinanced with proceeds of the Bonds. No assurances can be given as to whether the Internal Revenue
Service will commence an audit of the Bonds, or as to whether the Internal Revenue Service would agree with the
opinion of Bond Counsel. If an Internal Revenue Service audit is commenced, under current procedures the Internal
Revenue Service is likely to treat the Issuer as the taxpayer and the Bondholders may have no right to participate in
such procedure. No additional interest will be paid upon any determination of taxability.
Federal Income Tax Accounting Treatment of Original Issue Discount
The initial public offering price to be paid for one or more maturities of the Bonds may be less than the maturity
amount thereof or one or more periods for the payment of interest on the Bonds may not be equal to the accrual
period or be in excess of one year (the "Original Issue Discount Bonds"). In such event, the difference between
(i) the "stated redemption price at maturity" of each Original Issue Discount Bond, and (ii) the initial offering price
to the public of such Original Issue Discount Bond would constitute original issue discount. The "stated redemption
price at maturity" means the sum of all payments to be made on the Bonds less the amount of all periodic interest
payments. Periodic interest payments are payments which are made during equal accrual periods (or during any
unequal period if it is the initial or final period) and which are made during accrual periods which do not exceed one
year.
Under Existing Law, any owner who has purchased such Original Issue Discount Bond in the initial public offering
is entitled to exclude from gross income (as defined in section 61 of the Code) an amount of income with respect to
such Original Issue Discount Bond equal to that portion of the amount of such original issue discount allocable to
the accrual period. For a discussion of certain collateral federal tax consequences, see discussion set forth below.
In the event of the redemption, sale or other taxable disposition of such Original Issue Discount Bond prior to stated
maturity, however, the amount realized by such owner in excess of the basis of such Original Issue Discount Bond
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 Bond was held by such initial owner) is includable in gross income.
Under Existing Law, the original issue discount on each Original Issue Discount Bond is accrued daily to the stated
maturity thereof (in amounts calculated as described below for each six-month period ending on the date before the
semiannual anniversary dates of the date of the Bonds and ratably within each such six-month period) and the
accrued amount is added to an initial owner's basis for such Original Issue Discount Bond for purposes of
determining the amount of gain or loss recognized by such owner upon the redemption, sale or other disposition
thereof. The amount to be added to basis for each 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 each accrual period and properly adjusted for the length of the accrual
period) less (b) the amounts payable as current interest during such accrual period on such Original Issue Discount
Bond.
The federal income tax consequences of the purchase, ownership, redemption, sale or other disposition of Original
Issue Discount Bonds which are not purchased in the initial offering at the initial offering price may be determined
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according to rules which differ from those described above. All owners of Original Issue Discount Bonds should
consult their own tax advisors with respect to the determination for federal, state and local income tax purposes of
the treatment of interest accrued upon redemption, sale or other disposition of such Original Issue Discount Bonds
and with respect to the federal, state, local and foreign tax consequences of the purchase, ownership, redemption,
sale or other disposition of such Original Issue Discount Bonds.
Collateral Federal Income Tax Consequences
The following discussion is a summary of certain collateral federal income tax consequences resulting from the
purchase, ownership or disposition of the Bonds. This discussion is based on existing statutes, regulations, published
rulings and court decisions, all of which are subject to change or modification, retroactively.
The following discussion is applicable to 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 an earned income credit, certain S
corporations with accumulated earnings and profits and excess passive investment income, foreign corporations
subject to the branch profits tax, taxpayers qualifying for the health insurance premium assistance credit, and
taxpayers who may be deemed to have incurred or continued indebtedness to purchase tax-exempt obligations.
THE DISCUSSION CONTAINED HEREIN MAY NOT BE EXHAUSTIVE. INVESTORS, INCLUDING THOSE
WHO ARE SUBJECT TO SPECIAL PROVISIONS OF THE CODE, SHOULD CONSULT THEIR OWN TAX
ADVISORS AS TO THE TAX TREATMENT WHICH MAY BE ANTICIPATED TO RESULT FROM THE
PURCHASE, OWNERSHIP AND DISPOSITION OF TAX-EXEMPT OBLIGATIONS BEFORE
DETERMINING WHETHER TO PURCHASE THE BONDS.
Under section 6012 of the Code, holders of tax-exempt obligations, such as the Bonds, may be required to disclose
interest received or accrued during each taxable year on their returns of federal income taxation.
Section 1276 of the Code provides for ordinary income tax treatment of gain recognized upon the disposition of a
tax-exempt obligation, such as the Bonds, if such obligation was acquired at a "market discount" and if the fixed
maturity of such obligation is equal to, 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 market 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 at maturity 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 "accrued market discount" is the amount which bears the same ratio 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 final 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 Bonds 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.
Information Reporting and Backup Withholding
Subject to certain exceptions, information reports describing interest income, including original issue discount, with
respect to the Bonds will be sent to each registered holder and to the IRS. Payments of interest and principal may be
subject to withholding under Sections 1471 through 1474 or backup withholding under Section 3406 of the Code if a
recipient of the payments fails to furnish to the payor such owner's social security number or other taxpayer
identification number ("TIN"), furnishes an incorrect TIN, or otherwise fails to establish an exemption from the
backup withholding tax. Any amounts so withheld would be allowed as a credit against the recipient's federal
income tax. Special rules apply to partnerships, estates and trusts, and in certain circumstances, and in respect of
Non-U.S. Holders, certifications as to foreign status and other matters may be required to be provided by partners
and beneficiaries thereof.
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Future and Proposed Legislation
Tax legislation, administrative actions taken by tax authorities, or court decisions, whether at the Federal or state
level, may adversely affect the tax-exempt status of interest on the Bonds under Federal or state law and could affect
the market price or marketability of the Bonds. Any such proposal could limit the value of certain deductions and
exclusions, including the exclusion for tax-exempt interest. The likelihood of any such proposal being enacted
cannot be predicted. Prospective purchasers of the Bonds should consult their own tax advisors regarding the
foregoing matters.
Qualified Tax-Exempt Obligations for Financial Institutions
Section 265(a) of the Code provides, in pertinent part, that interest paid or incurred by a taxpayer, including a
"financial institution," on indebtedness incurred or continued to purchase or carry tax-exempt obligations is not
deductible in determining the taxpayer's taxable 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 that is a
"financial institution" allocable to tax-exempt obligations, other than "private activity bonds," that are designated by
a "qualified small issuer" as "qualified tax-exempt obligations." A "qualified small issuer" is any governmental
issuer (together with any "on-behalf of" and "subordinate" issuers) who issues no more than $10,000,000 of taxexempt obligations during the calendar year. Section 265(b)(5) of the Code defines the term "financial institution" as
any "bank" described in Section 585(a)(2) of the Code, or any person accepting deposits from the public in the
ordinary course of such person's trade or business that is subject to federal or state supervision as a financial
institution. Notwithstanding the exception to the disallowance of the deduction of interest on indebtedness related to
"qualified tax-exempt obligations" provided by Section 265(b) of the Code, Section 291 of the Code provides that
the allowable deduction to a "bank," as defined in Section 585(a)(2) of the Code, for interest on indebtedness
incurred or continued to purchase "qualified tax-exempt obligations" shall be reduced by twenty-percent (20%) as a
"financial institution preference item."
The Issuer has designated the Bonds as "qualified tax-exempt obligations" within the meaning of section 265(b) of
the Code. In furtherance of that designation, the Issuer has covenanted to take such action that would assure, or to
refrain from such action that would adversely affect, the treatment of the Bonds as "qualified tax-exempt
obligations." Potential purchasers should be aware that if the issue price to the public exceeds $10,000,000,
there is a reasonable basis to conclude that the payment of a de minimis amount of premium in excess of
$10,000,000 is disregarded; however, the Internal Revenue Service could take a contrary view. If the Internal
Revenue Service takes the position that the amount of such premium is not disregarded, then such obligations
might fail to satisfy the $10,000,000 limitation and the Bonds would not be "qualified tax-exempt obligations."
LEGAL INVESTMENTS IN TEXAS
Under the Texas Public Security Procedures Act (Texas Government Code, Chapter 1201), the Bonds (1) are
negotiable instruments, (2) are investment securities to which Chapter 8 of the Texas Uniform Commercial Code
applies, and (3) are legal and authorized investments for (A) an insurance company, (B) a fiduciary or trustee, or
(C) a sinking fund of a municipality or other political subdivision or public agency of the State of Texas. The Bonds
are eligible to secure deposits of any public funds of the State, its agencies, and political subdivisions, and are legal
security for those deposits to the extent of their market value. For political subdivisions in Texas which have
adopted investment policies and guidelines in accordance with the Public Funds Investment Act (Texas Government
Code, Chapter 2256), the Bonds may have to be assigned a rating of not less than “A” or its equivalent as to
investment quality by a national rating agency before such Bonds are eligible investments for sinking funds and
other public funds. In addition, various provisions of the Texas Finance Code provide that, subject to a prudent
investor standard, the Bonds are legal investments for state banks, savings banks, trust companies with at least
$1 million of capital and savings and loan associations.
The City has made no investigation of other laws, rules, regulations, or investment criteria which might apply to
such institutions or entities or which might limit the suitability of the Bonds for any of the foregoing purposes or
limit the authority of such institutions or entities to purchase or invest in the Bonds for such purposes. The City has
made no review of laws in other states to determine whether the Bonds are legal investments for various institutions
in those states.
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REGISTRATION AND QUALIFICATION OF ISSUE FOR SALE
No registration statement relating to the Bonds has been filed with the United States Securities and Exchange
Commission under the federal Securities Act of 1933, as amended, in reliance upon the exemption provided
thereunder by Section 3(a)(2); and the Bonds have not been registered or qualified under the Securities Act of Texas
in reliance upon various exemptions contained therein; nor have the Bonds been registered or qualified under the
securities acts of any other jurisdiction. The City assumes no responsibility for registration or qualification of the
Bonds under the securities laws of any other jurisdiction in which the Bonds may be offered, sold, or otherwise
transferred. This disclaimer of responsibility for registration and qualification for sale or other disposition of the
Bonds shall not be construed as an interpretation of any kind with regard to the availability of any exemption from
securities registration or qualification provisions in such other jurisdictions.
CONTINUING DISCLOSURE OF INFORMATION
The offering of the Bonds qualifies for the Rule 15c2-12(d)(2) exemption from Rule 15c2-12(b)(5) regarding the
City’s continuing disclosure obligations, because the City does not currently have outstanding more than
$10,000,000 in aggregate principal amount of municipal securities (excluding securities offered in transactions that
were exempt from the Rule). Pursuant to the exemption, in the Ordinance, the City has made the following
agreement for the benefit of the holders and beneficial owners of the Bonds. The City is required to observe the
agreement for so long as it remains obligated to advance funds to pay the Bonds. 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 the Municipal Securities Rulemaking Board (“MSRB”). This information will be
available free of charge from the MSRB via Electronic Municipal Market Access (“EMMA”) system at
www.emma.msrb.org.
Annual Reports
The City will provide certain updated financial information and operating data to the MSRB annually in an
electronic format as prescribed by the MSRB. The information to be updated includes all quantitative financial
information and operating data with respect to the City of the general type included this Official Statement , but only
to the extent that such information is customarily prepared by the City and publicly available. Currently, the only
information that is customarily prepared by the City and publicly available consists of an annual audit of the City’s
financial statements. The City will update and provide this information within twelve months after the end of each
fiscal year.
The City may provide updated information in full text or may incorporate by reference certain other publicly
available documents, as permitted by SEC Rule 15c2-12 (the “Rule”). 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
statements are not available by the required time, the City will provide unaudited financial statements by the
required time and audited financial statements when and if such audited financial statements become available. Any
such financial statements will be prepared in accordance with the accounting principles described in APPENDIX D
or such other accounting principles as the City may be required to employ from time to time pursuant to state law or
regulation.
The City's current fiscal year end is September 30. Accordingly, it must provide updated information by the last day
of September in each year following the end of its fiscal year, unless the City changes its fiscal year. If the City
changes its fiscal year, it will notify the MSRB of the change.
Material Event Notices
The City will also provide timely notices of certain events to the MSRB (not in excess of ten (10) days after the
occurrence of the event). The City will provide notice of any of the following events with respect to the Bonds:
(1) principal and interest payment delinquencies; (2) non-payment related defaults, if material; (3) unscheduled
draws on debt service reserves reflecting financial difficulties; (4) unscheduled draws on credit enhancements
reflecting financial difficulties; (5) substitution of credit or liquidity providers, or their failure to perform;
(6) adverse tax opinions, the issuance by the Internal Revenue Service of proposed or final determinations of
taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other material notices or determinations with respect
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to the tax status of the Bonds, or other material events affecting the tax status of the Bonds; (7) modifications to
rights of holders of the Bonds, if material; (8) Bond calls, if material, and tender offers; (9) defeasances;
(10) release, substitution, or sale of property securing repayment of the Bonds, if material; (11) rating changes;
(12) bankruptcy, insolvency, receivership or similar event of the City; (13) the consummation of a merger,
consolidation, or acquisition involving the City or the sale of all or substantially all of the assets of the City, other
than in the ordinary course of business, the entry into a definitive agreement to undertake such an action or the
termination of a definitive agreement relating to any such actions, other than pursuant to its terms, if material;
(14) appointment of a successor or additional trustee or the change of name of a trustee, if material; (15) incurrence
of a financial obligation of the City, if material, or agreement to covenants, events of default, remedies, priority
rights, or other similar terms of a financial obligation of the City, any of which affect security holders, if material;
and (16) default, event of acceleration, termination event, modification of terms, or other similar events under the
terms of a financial obligation of the City, any of which reflect financial difficulties. (Neither the Bonds nor the
Ordinance make any provision for debt service reserves or liquidity enhancement). In addition, the City will
provide timely notice of any failure by the City to provide information, data, or financial statements in accordance
with its agreement described above under “Annual Reports”.
All documents provided to the MSRB shall be accompanied by identifying information, as prescribed by the MSRB.
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 to a complete presentation of its
financial results of operations, condition, or prospects or agreed to update any information that is provided, except as
described above. The City makes no representation or warranty concerning such information or concerning its
usefulness to a decision to invest in or sell the Bonds at any future date. The City disclaims any contractual or tort
liability for damages resulting in whole or in part from any breach of its continuing disclosure agreement or from
any statement made pursuant to its agreement, although holders and beneficial owners of the Bonds may seek a writ
of mandamus to compel the City to comply with its agreement.
This continuing disclosure agreement may be amended by the City from time to time to adapt to changed
circumstances that arise from a change in legal requirements, a change in law, or a change in the identity, nature,
status, or type of operations of the City, but only if (1) the provisions, as so amended, would have permitted an
underwriter to purchase or sell Bonds in the primary offering of the Bonds in compliance with the Rule, taking into
account any amendments or interpretations of the Rule since such offering as well as such changed circumstances
and (2) either (a) the registered owners of a majority in aggregate principal of the outstanding Bonds consent to such
amendment or (b) a person that is unaffiliated with the City (such as nationally recognized bond counsel) determines
that such amendment will not materially impair the interest of the registered owners and beneficial owners of the
Bonds. The City may also amend or repeal the provisions of this continuing disclosure agreement if the SEC
amends or repeals the applicable provision of the Rule or a court of final jurisdiction enters judgment that such
provisions of the Rule are invalid, but only if and to the extent that the provisions of this sentence would not prevent
an underwriter from lawfully purchasing or selling Bonds in the primary offering of the Bonds. If the City amends
its agreement, it must include with the next financial information and opening data provided in accordance with its
agreement described above under “Annual Reports” an explanation, in narrative form, of the reasons for the
amendment and of the impact of any change in type of information and data provided. The City may also amend or
repeal the provisions of this continuing disclosure agreement if the SEC amends or repeals the applicable provision
of the Rule or a court of final jurisdiction enters judgment that such provisions of the Rule are invalid, but only if
and to the extent that the provisions of this sentence would not prevent an underwriter from lawfully purchasing or
selling Bonds in the primary offering of the Bonds.
Compliance with Prior Undertakings
The City has not been subject to a continuing disclosure obligation for the past 5 years.
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OTHER INFORMATION
Financial Advisor
In its role as Financial Advisor, Government Capital Securities Corporation has relied on the City for certain
information concerning the City and the Bonds. The fee of the Financial Advisor for services with respect to the
Bonds is contingent upon the issuance and sale of the Bonds. The Financial Advisor is not obligated to undertake,
and has not undertaken to make, an independent verification or to assume responsibility for the accuracy,
completeness, or fairness of the information in this Official Statement.
The Financial Advisor has provided the following sentence for inclusion in this Official Statement. The Financial
Advisor has reviewed the information in this Official Statement in accordance with, and as part of, its
responsibilities to the City and, as applicable, to investors under the federal securities laws as applied to the facts and
circumstances of this transaction, but the Financial Advisor does not guarantee the accuracy or completeness of such
information.
Audited Financial Statements
Cathrine Wilks CPA LLC, the City’s independent auditor, has not reviewed, commented on, or approved, and is not
associated with, this Official Statement. The report of Brooks Watson & Co. relating to City’s financial statements
for the fiscal year ended September 30, 2019 is included in this Official Statement in APPENDIX D; however,
Cathrine Wilks CPA LLC has not performed any procedures on such financial statements since the date of such
report, and has not performed any procedures on any other financial information of the City, including without
limitation any of the information contained in this Official Statement.

Underwriting
Raymond James & Associates, Inc., the Underwriter, has agreed to purchase the Bonds from the City for
$4,897,023.52 (being the principal amount of the Bonds, plus a premium of $552,264.60, less an Underwriter’s
discount of $36,241.08).
The Underwriter has provided the following sentence for inclusion in this Official Statement. The Underwriter has
reviewed the information set forth in this Official Statement in accordance with, and as part of, its responsibilities to
investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the
Underwriter does not guarantee the accuracy or completeness of such information.
Forward-Looking Statements
The statements contained in this Official Statement and in any other information provided by the City that are not
purely historical are forward-looking statements, including statements regarding the City’s expectations, hopes,
intentions, or strategies regarding the future. Readers should not place undue reliance on forward-looking
statements. All forward-looking statements included in this Official Statement are based on information available to
the City on the date hereof, and the City assumes no obligations to update any such forward-looking statements. It is
important to note that the City’s actual results could differ materially from those in such forward-looking statements.
The forward-looking statements included herein are necessarily based on various assumptions and estimates and are
inherently subject to various risks and uncertainties, including risks and uncertainties relating to the possible
invalidity of the underlying assumptions and estimates and possible changes or developments in social, economic,
business, industry, market, legal, and regulatory circumstances and conditions and actions taken or omitted to be
taken by third parties, including customers, suppliers, business partners, and competitors, and legislative, judicial,
and other governmental authorities and officials. Assumptions related to the foregoing involve judgments with
respect to, among other things, future economic, competitive, and market conditions and future business decisions,
all of which are difficult or impossible to predict accurately and many of which are beyond the control of the City.
Any of such assumptions could be inaccurate and, therefore, there can be no assurance that the forward-looking
statements included in this Official Statement will prove to be accurate.
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Concluding Statement
The information set forth herein has been obtained from the City’s records, audited financial statements and other
sources which are considered to be reliable. There is no guarantee that any of the assumptions or estimates
contained herein will ever be realized. All of the summaries of the statutes, documents and the Ordinance contained
in this Official Statement are made subject to all of the provisions of such statutes, documents, and the Ordinance.
These summaries do not purport to be complete statements of such provisions and reference is made to such
summarized documents for further information. Reference is made to official documents in all respects.
The City has reviewed and approved the Official Statement and said instrument has been authorized for use and
distribution by the Underwriter for the purpose of offering the Bonds.

/s/Mary Schrampfer
Mayor, City of Merkel, Texas

ATTEST:

/s/ Evelyn Morse
Secretary, City of Merkel, Texas

25

SCHEDULE I
SCHEDULE OF REFUNDED OBLIGATIONS

Series to be Refunded
Tax & Waterworks and Sewer
System Surplus Certificates of
Obligation, Series 1994
SERIAL

Maturity
Date

Interest
Rate

Par Amount

Call Date

Call Price

09/01/2020
09/01/2021
09/01/2022
09/01/2023
09/01/2024

4.500%
4.500%
4.500%
4.500%
4.500%

20,000
21,000
22,000
23,000
24,000
$110,000

04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020

100.000
100.000
100.000
100.000
100.000

09/01/2020
09/01/2021
09/01/2022
09/01/2023
09/01/2024
09/01/2025
09/01/2026
09/01/2027
09/01/2028
09/01/2029
09/01/2030
09/01/2031
09/01/2032
09/01/2033
09/01/2034
09/01/2035
09/01/2036
09/01/2037
09/01/2038
09/01/2039
09/01/2040
09/01/2041
09/01/2042
09/01/2043
09/01/2044
09/01/2045
09/01/2046
09/01/2047

4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%

37,000
38,000
40,000
42,000
44,000
46,000
48,000
50,000
52,000
55,000
57,000
60,000
63,000
66,000
69,000
72,000
75,000
78,000
82,000
86,000
90,000
94,000
98,000
103,000
107,000
112,000
117,000
123,000
$2,004,000

04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020

100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000

Combination Tax
& Revenue
Certificates of Obligation, Series
2008
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Combination Tax & Waterworks and
Sewer System Surplus Revenue
Certificates of Obligation, Series
2009
09/01/2020
09/01/2021
09/01/2022
09/01/2023
09/01/2024
09/01/2025
09/01/2026
09/01/2027
09/01/2028
09/01/2029
09/01/2030
09/01/2031
09/01/2032
09/01/2033
09/01/2034
09/01/2035
09/01/2036
09/01/2037
09/01/2038
09/01/2039
09/01/2040
09/01/2041
09/01/2042
09/01/2043
09/01/2044
09/01/2045
09/01/2046
09/01/2047
09/01/2048

4.796%
4.855%
4.895%
4.945%
4.965%
5.004%
5.034%
5.063%
5.143%
5.143%
5.142%
5.142%
5.142%
5.182%
5.182%
5.181%
5.181%
5.181%
5.221%
5.221%
5.221%
5.220%
5.221%
5.220%
5.220%
5.220%
5.220%
5.220%
5.220%
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40,000
45,000
45,000
50,000
50,000
55,000
55,000
60,000
60,000
65,000
70,000
75,000
75,000
80,000
85,000
90,000
95,000
100,000
105,000
110,000
115,000
120,000
125,000
135,000
140,000
145,000
155,000
160,000
170,000
$2,675,000

04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020

100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000

APPENDIX A
FINANCIAL INFORMATION REGARDING
THE
CITY OF MERKEL, TEXAS

FINANCIAL INFORMATION FOR THE CITY

ASSESSED VALUATION

TABLE 1

2019 Total Value of Taxable Property

$114,880,292

Less Exemptions:
Disabled and Deceased Veterans’ Exemptions
Total Value, Under a State Amount
Primarily Performing Chartable Functions
Other Exemptions, including Public Property, Religions

750,454
3,750
21,434
22,404,540

2019 Net Taxable Assessed Valuation (100% of Actual)(a)

23,179,998
$91,700,294

________________
(a)

See “AD VALOREM PROPERTY TAXATION - City Application of the Property Tax Code” in the Official
Statement for a description of the City’s taxation procedures.
Source: Taylor County Appraisal District
PRINCIPAL TAXPAYERS

Name
Dunagin Transportation Co.
BW Gas & Convenience
McElroy Metal Mill Inc.
B & D Storage LP
Union Pacific Railroad Co.
AEP Texas Inc.
Brookshire Grocery Co.
Stroh Properties LP
City of Merkel

TABLE 2

Type of Business
Shipping/Freight
Gas Station
Industrial Manufacturing
Storage Units/Warehouse
Railroad
Electric Utility/ Power Plant
Grocery Store
Nursing Home
Industrial Manufacturing

Total

2019 Net Taxable
Assessed Valuation
$4,720,939
2,991,382
1,752,526
1,419,621
1,393,770
1,288,633
1,245,281
1,174,133
1,025,318

% of Total
2019 Assessed
Valuation*
5.15%
3.26%
1.91%
1.55%
1.52%
1.41%
1.36%
1.28%
1.12%

$17,011,603

18.55%

* Based on 2019 Net Taxable Assessed Valuation of $91,700,294.
________________

Source: Texas Comptroller of Public Accounts and Denton Central Appraisal District

PROPERTY TAX RATES AND COLLECTIONS(a) ......................................TABLE 3

Fiscal
Tax
Year
2015
2016
2017
2018
2019

Net Taxable
Assessed Valuation
$91,504,228
98,511,683
82,833,201
85,995,136
91,700,294

Tax
Rate
$0.5912
0.5854
0.7014
0.6500
0.6600

Current
Collection %
96.78%
96.66%
95.80%
95.79%
N/A

Year
Ended
9-30-16
9-30-17
9-30-18
9-30-19
9-30-20

________________
(a)

See “AD VALOREM PROPERTY TAXATION - The City Application of the Property Tax Code” in the Official
Statement for a description of the City’s taxation procedures.
Source: Texas Municipal Report published by the Municipal Advisory Council of Texas, the Denton County
Appraisal District, and the City’s 2019 Annual Financial Statements.
Note: Assessed Valuations may change during the year due to various supplements and protests, and valuations
on a later date or in other tables of this Official Statement may not match those shown on this table.

TAX RATE DISTRIBUTION

Maintenance & Operations
I & S Fund
TOTAL

TABLE 4

2019-2020
$0.6600
0.0000

2018-2019
$0.6500
0.0000

2017-2018
$0.7014
0.0000

2016-2017
$0.5854
0.0000

2015-2016
$0.5912
0.0000

$0.6600

$0.6500

$0.7014

$0.5854

$0.5912

________________
Source:Texas Municipal Report published by the Municipal Advisory Council of Texas, the Denton County Appraisal
District, and the City’s 2019 Annual Financial Statements.

A-2

TABLE 5

GENERAL OBLIGATION DEBT SERVICE REQUIREMENTS

Fiscal Year
30-Sept
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041
2042
2043
2044
2045
2046
2047
2048
2049
2050
TOTAL

Total
Outstanding
Debt Service
$623,446.18
745,178.11
741,521.10
747,515.61
742,658.11
697,468.11
691,676.21
695,628.81
688,820.71
694,694.11
696,698.20
700,966.90
693,366.40
696,453.40
697,607.20
698,930.30
699,382.00
697,960.61
698,708.61
698,409.50
697,143.30
694,910.01
692,712.01
700,502.00
694,715.50
690,962.00
695,109.00
690,677.00
437,055.50
79,332.50
79,230.00
$20,199,439.00

Less
Refunded
Obligations
Debt Service
$213,633.73
332,784.06
330,944.30
333,951.56
331,554.06
309,011.56
306,189.36
308,260.66
304,972.86
307,547.06
308,729.10
310,564.70
307,008.20
308,316.70
309,201.10
309,691.40
309,788.50
309,491.56
309,800.56
309,628.50
309,015.40
307,961.26
306,467.26
310,531.00
307,849.00
305,726.00
308,117.00
305,761.00
178,874.00
$8,811,371.45

Principal
$120,000.00
120,000.00
125,000.00
130,000.00
110,000.00
110,000.00
115,000.00
115,000.00
120,000.00
125,000.00
130,000.00
135,000.00
140,000.00
145,000.00
155,000.00
160,000.00
165,000.00
170,000.00
180,000.00
185,000.00
190,000.00
195,000.00
210,000.00
215,000.00
220,000.00
235,000.00
240,000.00
120,000.00
$4,380,000.00
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Interest
$60,783.89
163,300.00
159,700.00
156,100.00
152,350.00
148,450.00
145,150.00
141,850.00
138,400.00
134,950.00
131,350.00
127,600.00
122,400.00
117,000.00
111,400.00
105,600.00
99,400.00
93,000.00
86,400.00
79,600.00
72,400.00
65,000.00
57,400.00
49,600.00
41,200.00
32,600.00
23,800.00
14,400.00
4,800.00
$2,835,983.89

Total Debt
Service
$470,596.34
695,694.05
690,276.80
694,664.05
693,454.05
646,906.55
640,636.85
644,218.15
637,247.85
642,097.05
644,319.10
648,002.20
643,758.20
645,136.70
644,806.10
649,838.90
648,993.50
646,469.05
645,308.05
648,381.00
645,527.90
641,948.75
638,644.75
649,571.00
643,066.50
637,836.00
645,792.00
639,316.00
382,981.50
79,332.50
79,230.00
$18,604,051.44

APPENDIX B
GENERAL INFORMATION REGARDING
THE CITY OF MERKEL, TEXAS

General
The City of Merkel, Texas (the “City”) is city in Taylor County, Texas. Merkel is located 17 miles west of Abilene, Texas
near Interstate Highway 20. The population was 2,590 at the 2010 census. The City is served by the Merkel Independent
School District. Around 1870, when the Texas and Pacific Railway was built, the City was founded as Windmill Town. In
1881, it was renamed as Merkel in honor of the first settler in this area, S. M. Merkel from Germany. In 1882, the first
mercantile store and in 1883, the first post office opened in the City.

Taylor County
Taylor County, Texas is a total area of 919 square mile. As of the 2010 census, its population was 131,506. Its county seat
is Abilene, Texas. The county was created in 1858 and later organized in 1878. It is named for Edward Taylor, George
Taylor, and James Taylor, three brothers who died at the Battle of the Alamo. Taylor County is included in the Abilene,
Texas Metropolitan Statistical Area, and is considered part of West Texas.
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APPENDIX C
FORM OF OPINION OF BOND COUNSEL

PROPOSED FORM OF OPINION OF BOND COUNSEL
An opinion in substantially the following form will be delivered by McCall,
Parkhurst & Horton L.L.P., Bond Counsel, upon the delivery of the Bonds,
assuming no material changes in facts or law.
CITY OF MERKEL, TEXAS
GENERAL OBLIGATION REFUNDING BONDS, SERIES 2020
IN THE AGGREGATE PRINCIPAL AMOUNT OF $4,380,000

AS BOND COUNSEL FOR THE CITY OF MERKEL, TEXAS, (the “Issuer”) in connection with
the issuance of the General Obligation Refunding Bonds described above (the “Bonds”), we have examined
into the legality and validity of the Bonds, which bear interest from the dates and mature on the dates, and
are subject to redemption, in accordance with the terms and conditions stated in the text of the Bonds and
in the ordinance of the Issuer authorizing the issuance and sale of the Bonds (the “Ordinance”). Terms used
herein and not otherwise defined shall have the meaning given in the Ordinance.
WE HAVE EXAMINED the applicable and pertinent provisions of the Constitution and laws of
the State of Texas, a transcript of certified proceedings of the Issuer, and other pertinent instruments
authorizing and relating to the issuance and sale of the Bonds, including executed Bond Number T-1.
BASED ON SAID EXAMINATION, IT IS OUR OPINION that the Bonds have been duly
authorized, issued and delivered in accordance with law; and that except as may be limited by laws
applicable to the Issuer relating to sovereign immunity of political subdivisions, bankruptcy, reorganization
and other similar matters affecting creditors’ rights generally or by general principles of equity which permit
the exercise of judicial discretion, the Bonds 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 Bonds
have been levied and pledged for such purpose, within the limit prescribed by law, all as defined and
provided in the Ordinance.
IT IS FURTHER OUR OPINION that, except as discussed below, under the statutes, regulations,
published rulings, and court decisions existing on the date of this opinion, for federal income tax purposes,
the interest on the Bonds (i) is excludable from the gross income of the owners thereof and (ii) the Bonds
will not be treated as “specified private activity bonds” the interest on which would be included as an
alternative minimum tax preference item under section 57(a)(5) of the Internal Revenue Code of 1986 (the
“Code”). 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 Bonds.
IN EXPRESSING THE AFOREMENTIONED OPINIONS, we have relied on and assume
continuing compliance with, certain representations contained in the federal tax certificate of the Issuer and
covenants set forth in the ordinance adopted by the Issuer to authorize the issuance of the Bonds, relating
to, among other matters, the use of the project being refinanced and the investment and expenditure of the
proceeds and certain other amounts used to pay or to secure the payment of debt service on the Bonds, and
the certifications by the holders of the refunded obligations verifying the sufficiency of the amounts
deposited therewith will be sufficient to pay the principal of and interest on the refunded obligations on the
redemption date, the accuracy of which we have not independently verified. We call your attention to the
fact that if such representations are determined to be inaccurate or if the Issuer fails to comply with such

covenants, interest on the Bonds may become includable in gross income retroactively to the date of
issuance of the Bonds.
WE EXPRESS NO OPINION as to any insurance policies issued with respect to the payments due
for the principal of and interest on the Bonds, nor as to any such insurance policies issued in the future.
OUR SOLE ENGAGEMENT in connection with the issuance of the Bonds is as Bond Counsel for
the Issuer, and, in that capacity, we have been engaged by the Issuer for the sole purpose of rendering an
opinion with respect to the legality and validity of the Bonds under the Constitution and laws of the State
of Texas, and with respect to the exclusion from gross income of the interest on the Bonds for federal
income tax purposes, and for no other reason or purpose. The foregoing opinions represent our legal
judgment based upon a review of existing legal authorities that we deem relevant to render such opinions
and are not a guarantee of a result. 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, or the disclosure thereof in connection with the sale of the Bonds, and have not
assumed any responsibility with respect thereto. We express no opinion and make no comment with respect
to the marketability of the Bonds and have relied solely on certificates executed by officials of the Issuer
as to the current outstanding indebtedness of, and assessed valuation of taxable property within, the Issuer.
Our role in connection with the Issuer’s Official Statement prepared for use in connection with the sale of
the Bonds has been limited as described therein.
OUR OPINIONS ARE BASED ON EXISTING LAW, which is subject to change. Such opinions
are further based on our knowledge of facts as of the date hereof. We assume no duty to update or
supplement our opinions to reflect any facts or circumstances that may thereafter come to our attention or
to reflect any changes in any law that may thereafter occur or become effective. Moreover, our opinions
are not a guarantee of result and are not binding on the Internal Revenue Service (the “Service”); rather,
such opinions represent our legal judgment based upon our review of existing law and in reliance upon the
representations and covenants referenced above that we deem relevant to such opinions. The Service has
an ongoing audit program to determine compliance with rules that relate to whether interest on state or local
obligations is includable in gross income for federal income tax purposes. No assurance can be given
whether or not the Service will commence an audit of the Bonds. If an audit is commenced, in accordance
with its current published procedures the Service is likely to treat the Issuer as the taxpayer. We observe
that the Issuer has covenanted not to take any action, or omit to take any action within its control, that if
taken or omitted, respectively, may result in the treatment of interest on the Bonds as includable in gross
income for federal income tax purposes.
Respectfully,

APPENDIX D
AUDITED FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2019

APPENDIX E
SPECIMEN MUNICIPAL BOND INSURANCE POLICY

MUNICIPAL BOND
INSURANCE POLICY

ISSUER: [NAME OF ISSUER]

Policy No: _____

MEMBER: [NAME OF MEMBER]
BONDS: $__________ in aggregate principal
amount of [NAME OF TRANSACTION]
[and maturing on]

Effective Date: _________
Risk Premium: $__________
Member Surplus Contribution: $ _________
Total Insurance Payment: $_________

BUILD AMERICA MUTUAL ASSURANCE COMPANY (“BAM”), for consideration received, hereby UNCONDITIONALLY
AND IRREVOCABLY agrees to pay to the trustee (the “Trustee”) or paying agent (the “Paying Agent”) for the Bonds named above (as set
forth in the documentation providing for the issuance and securing of the Bonds), for the benefit of the Owners or, at the election of BAM,
directly to each Owner, subject only to the terms of this Policy (which includes each endorsement hereto), that portion of the principal of and
interest on the Bonds that shall become Due for Payment but shall be unpaid by reason of Nonpayment by the Issuer.
On the later of the day on which such principal and interest becomes Due for Payment or the first Business Day following the
Business Day on which BAM shall have received Notice of Nonpayment, BAM will disburse (but without duplication in the case of duplicate
claims for the same Nonpayment) to or for the benefit of each Owner of the Bonds, the face amount of principal of and interest on the Bonds
that is then Due for Payment but is then unpaid by reason of Nonpayment by the Issuer, but only upon receipt by BAM, in a form reasonably
satisfactory to it, of (a) evidence of the Owner’s right to receive payment of such principal or interest then Due for Payment and (b) evidence,
including any appropriate instruments of assignment, that all of the Owner’s rights with respect to payment of such principal or interest that is
Due for Payment shall thereupon vest in BAM. A Notice of Nonpayment will be deemed received on a given Business Day if it is received
prior to 1:00 p.m. (New York time) on such Business Day; otherwise, it will be deemed received on the next Business Day. If any Notice of
Nonpayment received by BAM is incomplete, it shall be deemed not to have been received by BAM for purposes of the preceding sentence,
and BAM shall promptly so advise the Trustee, Paying Agent or Owner, as appropriate, any of whom may submit an amended Notice of
Nonpayment. Upon disbursement under this Policy in respect of a Bond and to the extent of such payment, BAM shall become the owner of
such Bond, any appurtenant coupon to such Bond and right to receipt of payment of principal of or interest on such Bond and shall be fully
subrogated to the rights of the Owner, including the Owner’s right to receive payments under such Bond. Payment by BAM either to the
Trustee or Paying Agent for the benefit of the Owners, or directly to the Owners, on account of any Nonpayment shall discharge the
obligation of BAM under this Policy with respect to said Nonpayment.
Except to the extent expressly modified by an endorsement hereto, the following terms shall have the meanings specified for all
purposes of this Policy. “Business Day” means any day other than (a) a Saturday or Sunday or (b) a day on which banking institutions in the
State of New York or the Insurer’s Fiscal Agent (as defined herein) are authorized or required by law or executive order to remain closed.
“Due for Payment” means (a) when referring to the principal of a Bond, payable on the stated maturity date thereof or the date on which the
same shall have been duly called for mandatory sinking fund redemption and does not refer to any earlier date on which payment is due by
reason of call for redemption (other than by mandatory sinking fund redemption), acceleration or other advancement of maturity (unless BAM
shall elect, in its sole discretion, to pay such principal due upon such acceleration together with any accrued interest to the date of
acceleration) and (b) when referring to interest on a Bond, payable on the stated date for payment of interest. “Nonpayment” means, in respect
of a Bond, the failure of the Issuer to have provided sufficient funds to the Trustee or, if there is no Trustee, to the Paying Agent for payment
in full of all principal and interest that is Due for Payment on such Bond. “Nonpayment” shall also include, in respect of a Bond, any payment
made to an Owner by or on behalf of the Issuer of principal or interest that is Due for Payment, which payment has been recovered from such
Owner pursuant to the United States Bankruptcy Code in accordance with a final, nonappealable order of a court having competent jurisdiction.
“Notice” means delivery to BAM of a notice of claim and certificate, by certified mail, email or telecopy as set forth on the attached Schedule or
other acceptable electronic delivery, in a form satisfactory to BAM, from and signed by an Owner, the Trustee or the Paying Agent, which notice
shall specify (a) the person or entity making the claim, (b) the Policy Number, (c) the claimed amount, (d) payment instructions and (e) the date such
claimed amount becomes or became Due for Payment. “Owner” means, in respect of a Bond, the person or entity who, at the time of Nonpayment, is
entitled under the terms of such Bond to payment thereof, except that “Owner” shall not include the Issuer, the Member or any other person or entity
whose direct or indirect obligation constitutes the underlying security for the Bonds.

BAM may appoint a fiscal agent (the “Insurer’s Fiscal Agent”) for purposes of this Policy by giving written notice to the Trustee, the
Paying Agent, the Member and the Issuer specifying the name and notice address of the Insurer’s Fiscal Agent. From and after the date of receipt of
such notice by the Trustee, the Paying Agent, the Member or the Issuer (a) copies of all notices required to be delivered to BAM pursuant to this
Policy shall be simultaneously delivered to the Insurer’s Fiscal Agent and to BAM and shall not be deemed received until received by both and (b) all
payments required to be made by BAM under this Policy may be made directly by BAM or by the Insurer’s Fiscal Agent on behalf of BAM. The
Insurer’s Fiscal Agent is the agent of BAM only, and the Insurer’s Fiscal Agent shall in no event be liable to the Trustee, Paying Agent or any Owner
for any act of the Insurer’s Fiscal Agent or any failure of BAM to deposit or cause to be deposited sufficient funds to make payments due under this
Policy.
To the fullest extent permitted by applicable law, BAM agrees not to assert, and hereby waives, only for the benefit of each Owner, all
rights (whether by counterclaim, setoff or otherwise) and defenses (including, without limitation, the defense of fraud), whether acquired by
subrogation, assignment or otherwise, to the extent that such rights and defenses may be available to BAM to avoid payment of its obligations under
this Policy in accordance with the express provisions of this Policy. This Policy may not be canceled or revoked.
This Policy sets forth in full the undertaking of BAM and shall not be modified, altered or affected by any other agreement or instrument,
including any modification or amendment thereto. Except to the extent expressly modified by an endorsement hereto, any premium paid in respect of
this Policy is nonrefundable for any reason whatsoever, including payment, or provision being made for payment, of the Bonds prior to maturity.
THIS POLICY IS NOT COVERED BY THE PROPERTY/CASUALTY INSURANCE SECURITY FUND SPECIFIED IN ARTICLE 76 OF THE
NEW YORK INSURANCE LAW. THIS POLICY IS ISSUED WITHOUT CONTINGENT MUTUAL LIABILITY FOR ASSESSMENT.
In witness whereof, BUILD AMERICA MUTUAL ASSURANCE COMPANY has caused this Policy to be executed on its behalf by its
Authorized Officer.

BUILD AMERICA MUTUAL ASSURANCE COMPANY
By:

_______________________________________
Authorized Officer
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Notices (Unless Otherwise Specified by BAM)
Email:
claims@buildamerica.com
Address:
1 World Financial Center, 27th floor
200 Liberty Street
New York, New York 10281
Telecopy:
212-962-1524 (attention: Claims)
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CITY OF MERKEL, TEXAS
(A political subdivision of the State of Texas located in Taylor County)
$4,380,000
GENERAL OBLIGATION REFUNDING
BONDS, SERIES 2020
____________________________________
PURCHASE AGREEMENT
____________________________________
March 31, 2020
Honorable Mayor and City Council
City of Merkel, Texas
100 Kent Street
Merkel, Texas 79536
Ladies and Gentlemen:
The undersigned, Raymond James & Associates, Inc. (the “Underwriter”), acting on its
own behalf and not acting as fiduciary or agent for the City of Merkel, Texas (the “Issuer”), offers
to enter into the following agreement (this “Agreement”) with the Issuer, which, upon the Issuer’s
written acceptance of this offer, will be binding upon the Issuer and upon the Underwriter. This
offer is made subject to the Issuer’s written acceptance hereof on or before 10:00 p.m., Central
Time, on March 31, 2020, and, if not so accepted, will be subject to withdrawal by the Underwriter
upon notice delivered to the Issuer at any time prior to the acceptance hereof by the Issuer. Terms
not otherwise defined in this Agreement shall have the same meanings set forth in the Ordinance
(as defined herein) or in the Official Statement (as defined herein).
1.
Purchase and Sale of the Bonds. Subject to the terms and conditions and in
reliance upon the representations, warranties and agreements set forth herein, the Underwriter
hereby agrees to purchase from the Issuer, and the Issuer hereby agrees to sell and deliver to the
Underwriter, all, but not less than all, of the Issuer’s $4,380,000 General Obligation Refunding
Bonds, Series 2020 (the “Bonds”).
The Issuer acknowledges and agrees that (i) the primary role of the Underwriter is to
purchase securities for resale to investors in an arm’s length transaction between the Issuer and the
Underwriter; (ii) the Underwriter has financial and other interests that differ from those of the
Issuer; (iii) the Underwriter is not acting as municipal advisor, financial advisor or fiduciary to the
Issuer and has not assumed any advisory or fiduciary responsibility to Issuer with respect to the
transaction contemplated hereby and the discussions, undertakings and procedures leading thereto
(irrespective of whether the Underwriter has provided or are currently providing other services to
the Issuer on other matters); (iv) the only obligations the Underwriter has to the Issuer with respect
to the transaction contemplated hereby expressly are set forth in this Agreement; and (v) the Issuer
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has consulted its own financial, municipal, legal, accounting, tax and/or other advisors, as
applicable, to the extent it deems appropriate. The Issuer hereby acknowledges that the
Underwriter has provided to the Issuer prior disclosures regarding its role as underwriter and under
Rule G-17 of the Municipal Securities Rulemaking Board (the “MSRB”), which have been
received by the Issuer. The Issuer has a municipal advisor in this transaction.
The principal amount of the Bonds to be issued, the dated date therefor, the maturities,
redemption provisions and interest rates per annum are set forth in Schedule I hereto. The Bonds
shall be as described in, and shall be issued and secured under and pursuant to the provisions of,
(i) the ordinance adopted by the City Council of the Issuer (the “City Council”) on February 10,
2020 (the “Bond Ordinance”), and (ii) a pricing certificate (the “Pricing Certificate”), dated the
date of this Agreement, signed by the authorized representative of the Issuer appointed by the City
Council and duly authorized to approve the terms of pricing and sale for the Bonds (the Bond
Ordinance and the Pricing Certificate are collectively referred to herein as the “Ordinance”).
The purchase price for the Bonds shall be $4,897,023.52 (representing the par amount of
the Bonds, plus a reoffering premium of $553,264.60, less an underwriting discount of
$36,241.08).
A portion of the proceeds received by the Issuer from the sale of the Bonds pursuant hereto
and certain other funds of the Issuer, if any, shall be deposited with the places of payment for the
Refunded Obligations (as defined in the Ordinance) for the purpose of depositing an amount
sufficient to pay the principal of and interest on the Refunded Obligations when due at stated
maturity or prior redemption by the ordinances authorizing the issuance of the Refunded
Obligations.
The Underwriter hereby certifies that it meets the criteria for an exemption under Section
2252.908(c)(4) of the Texas Government Code with respect to the requirement that the
Underwriter files an application in accordance with the provisions of Section 2252.908 of the
Texas Government Code and the rules promulgated by the Texas Ethics Commission. The
Underwriter and the Issuer understand and agree that neither the Issuer nor its consultants are
responsible for the determination of the applicability of such exception to the requirements of
Section 2252.908 and neither the Issuer nor its consultants have verified such information.
The Underwriter hereby verifies that it and its parent company, wholly- or majority-owned
subsidiaries, and other affiliates, if any, do not boycott Israel and, to the extent this Agreement is
a contract for goods or services, will not boycott Israel during the term of this Agreement. The
foregoing verification is made solely to comply with Section 2271.002, Texas Government Code,
and to the extent such Section does not contravene applicable federal law. As used in the foregoing
verification, “boycott Israel” means refusing to deal with, terminating business activities with, or
otherwise taking any action that is intended to penalize, inflict economic harm on, or limit
commercial relations specifically with Israel, or with a person or entity doing business in Israel or
in an Israeli-controlled territory, but does not include an action made for ordinary business
purposes. The Underwriter understands “affiliate” to mean an entity that controls, is controlled by,
or is under common control with the Underwriter and exists to make a profit.
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The Underwriter represents that neither it nor any of its parent company, wholly or
majority-owned subsidiaries, and other affiliates is a company identified on a list prepared and
maintained by the Texas Comptroller of Public Accounts under Section 2252.153 or Section
2270.0201, Texas Government Code, and posted on any of the following pages of such officer’s
internet website:




https://comptroller.texas.gov/purchasing/docs/sudan-list.pdf
https://comptroller.texas.gov/purchasing/docs/iran-list.pdf
https://comptroller.texas.gov/purchasing/docs/fto-list.pdf

The foregoing representation is made solely to comply with Section 2252.152, Texas Government
Code, and to the extent such Section does not contravene applicable federal law and excludes the
Underwriter and its parent company, wholly- or majority-owned subsidiaries, and other affiliates,
if any, that the United States government has affirmatively declared to be excluded from its federal
sanctions regime relating to Sudan or Iran or any federal sanctions regime relating to a foreign
terrorist organization. The Underwriter understands “affiliate” to mean any entity that controls, is
controlled by, or is under common control with the Underwriter and exists to make a profit.
2.
Public Offering. The Underwriter agrees to make a bona fide public offering of all
of the Bonds at prices not to exceed the public offering prices (or yields not less than the reoffering
yields) set forth on the inside cover of the Official Statement and may subsequently change such
offering prices or yields without any requirement of prior notice. Subject to the provisions of
Section 3 hereof, the Underwriter also reserves the right to: (i) over-allot or effect transactions that
stabilize or maintain the market price of the Bonds at levels above those that might otherwise
prevail in the open market and (ii) discontinue such stabilizing, if commenced, at any time without
notice; provided, however that no such actions shall affect the certification of the original issue
price of the Bonds as provided below. Subject to the provisions of Section 3 hereof, after the initial
public offering, the Underwriter may offer and sell Bonds to certain dealers (including dealers
depositing Bonds into investment trusts) and others at prices lower (or yields greater) than the
public offering prices or yields stated on the inside cover of the Official Statement.
3.
Establishment of Issue Price. Notwithstanding any provision of this Agreement
to the contrary, the following provisions related to the establishment of the issue price of the Bonds
apply:
(a)

Definitions. For purposes of this Section 3, the following definitions apply:

(i)
“Public” means any person (including an individual, trust, estate,
partnership, association, company, or corporation) other than a Tax Law
Underwriter or a Related Party to a Tax Law Underwriter.
(ii)
“Related Party” means any two or more persons who are subject,
directly or indirectly, to (A) more than 50% common ownership of the voting power
or the total value of their stock, if both entities are corporations (including direct
ownership by one corporation of another), (B) more than 50% common ownership
of their capital interests or profits interests, if both entities are partnerships
(including direct ownership by one partnership of another), or (C) more than 50%
3
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common ownership of the value of the outstanding stock of the corporation or the
capital interest or profits interest of the partnership, as applicable, if one entity is a
corporation and the other entity is a partnership (including direct ownership of the
applicable stock or interests by one entity of the other).
(iii)

“Sale Date” means the date of execution of this Agreement by all

parties.
(iv)
“Tax Law Underwriter” means (A) any person that agrees pursuant
to a written contract with the Issuer to participate in the initial sale of the Bonds to
the Public and (B) any person that agrees pursuant to a written contract directly or
indirectly with a person described in clause (A) to participate in the initial sale of
the Bonds to the Public (including a member of a selling group or a party to a retail
distribution agreement participating in the initial sale of the Bonds to the Public).
(b)
Issue Price Certificate. The Underwriter agrees to assist the Issuer in
establishing the issue price of the Bonds and to execute and deliver to the Issuer at Closing
an “issue price” or similar certificate, together with the supporting pricing wires or
equivalent communications, if required, substantially in the form attached hereto as
Exhibit A, with such modifications as may be appropriate or necessary, in the reasonable
judgment of the Underwriter, the Issuer and Bond Counsel, to accurately reflect, as
applicable, the sales price or prices or the initial offering price or prices to the Public of the
Bonds (the “Issue Price Certificate”). All actions to be taken by the Issuer under this
Section 3 to establish the issue price of the Bonds may be taken on behalf of the Issuer by
the Issuer’s municipal advisor identified herein and any notice or report to be provided to
the Issuer may be provided to the Issuer’s municipal advisor.
(c)
Public Offering. The Underwriter confirms that, on the Sale Date, the
Underwriter offered the Bonds to the Public at the offering price or prices (each, an “Initial
Offering Price”), or at the corresponding yield or yields, set forth in the Official Statement
prepared in connection with the Bonds.
(d)
10% Test. Except as otherwise set forth in the Issue Price Certificate, the
Issuer will determine the issue price of the Bonds based on the first price at which 10% of
each maturity of the Bonds is sold to the Public (the “10% Test”) (if different interest rates
apply within a maturity, each separate CUSIP number within that maturity will be subject
to the 10% Test). The Issue Price Certificate will set forth the maturities, if any, of the
Bonds for which the issue price will be the applicable Initial Offering Price because the
10% Test was satisfied as of the Sale Date.
(e)
Hold-The-Offering-Price Rule. The Issue Price Certificate will set forth
the maturities, if any, of the Bonds for which the 10% Test was not satisfied as of the Sale
Date and for which the Issuer and the Underwriter agree that the restrictions in the next
sentence will apply (each such maturity of the Bonds being referred to as a “Held
Maturity”), which will allow the Issuer to treat the Initial Offering Price to the Public of
each such Held Maturity as the issue price of that Held Maturity (the “Hold-the-Offering4
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Price Rule”). For any maturity identified as a Held Maturity, the Underwriters will neither
offer nor sell unsold Bonds of such Held Maturity to any person at a price that is higher
than the applicable Initial Offering Price of such Held Maturity during the period starting
on the Sale Date and ending on the earlier of the following:
(i)

the close of the fifth business day after the Sale Date; or

(ii)
the date on which the Tax Law Underwriters have sold at least 10%
of such Held Maturity to the Public at a price that is no higher than the Initial
Offering Price of such Held Maturity.
The Underwriter will promptly advise the Issuer when the Tax Law Underwriters
have sold 10% of each such Held Maturity to the Public at a price that is no higher than the
applicable Initial Offering Price of such Held Maturity, if that occurs prior to the close of
the fifth business day after the Sale Date. On or after the sixth business day after the Sale
Date, if requested by the Issuer or Bond Counsel, the Underwriter also will promptly
confirm that the Tax Law Underwriters have complied with the Hold-the-Offering-Price
Rule. If at any time the Underwriter becomes aware of any noncompliance by a Tax Law
Underwriter with respect to the Hold-the-Offering Price Rule, the Underwriter will
promptly report such noncompliance to the Issuer.
The Issuer acknowledges that, in making the representation that the Underwriter
will comply with the Hold-the-Offering-Price Rule with respect to any Held Maturity, the
Underwriter will rely on (A) the agreement of each Underwriter to comply with the Holdthe-Offering-Price Rule, as set forth in an agreement among underwriters and the related
pricing wires, (B) in the event a selling group has been created in connection with the initial
sale of the Bonds to the Public, the agreement of each dealer who is a member of the selling
group to comply with the Hold-the-Offering-Price Rule, as set forth in a selling group
agreement and the related pricing wires, and (C) in the event that an Underwriter is a party
to a retail distribution agreement that was employed in connection with the initial sale of
the Bonds of the Public, the agreement of each broker-dealer that is a party to such
agreement to comply with the Hold-the-Offering-Price Rule, as set forth in the retail
distribution agreement and the related pricing wires. The Issuer further acknowledges that
each Tax Law Underwriter will be solely liable for its failure to comply with its agreement
regarding the Hold-the-Offering Price Rule and that no Tax Law Underwriter will be liable
for the failure of any other Tax Law Underwriter to comply with its corresponding
agreement regarding the Hold-the-Offering-Price Rule as applicable to the Bonds.
(f)

Matters Relating to Certain Agreements. The Underwriter confirms that:

(i)
any agreement among underwriters, any selling group agreement
and each retail distribution agreement to which the Underwriter is a party relating
to the initial sale of the Bonds to the Public, together with related pricing wires,
contains or will contain language obligating each Underwriter, each dealer who is
a member of any selling group, and each broker-dealer that is a party to any such
retail distribution agreement, as applicable, to (A) report the prices at which it sells
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to the Public the unsold Bonds of each maturity allotted to it until it is notified by
the Underwriter that either the 10% Test has been satisfied as to the Bonds of that
maturity or all Bonds of that maturity have been sold to the Public and (B) comply
with the Hold-the-Offering Price Rule, if applicable, in each case if and for so long
as directed by the Underwriter and as set forth in the related pricing wires; and
(ii)
any agreement among underwriters relating to the initial sale of the
Bonds to the Public, together with related pricing wires, contains or will contain
language obligating each Underwriter that is a party to a retail distribution
agreement to be employed in connection with the initial sale of the Bonds to the
Public to require each broker-dealer that is a party to such retail distribution
agreement to (A) report the prices at which it sells to the Public the unsold Bonds
of each maturity allotted to it until it is notified by the Underwriter or the applicable
Underwriter that either the 10% Test has been satisfied as to the Bonds of that
maturity or all Bonds if that maturity have been sold to the Public and (B) comply
with the Hold-the-Offering Price Rule, if applicable, in each case if and for so long
as directed by the Underwriter or the applicable Underwriter and as set forth in the
relating pricing wires.
(g)
Sale to Related Party not a Sale to the Public. The Underwriter
acknowledges that sales of any Bonds to any person that is a Related Party to a Tax Law
Underwriter do not constitute sales to the Public for purposes of this Section 3.
4.

The Official Statement.

(a)
The Issuer previously has delivered or caused to be delivered copies of the
Preliminary Official Statement dated March 26, 2020 (the “Preliminary Official
Statement”) to the Underwriter in a “designated electronic format,” as defined in MSRB
Rule G-32 (“Rule G-32”). The Issuer will prepare a final Official Statement relating to the
Bonds, which will be (i) dated the date of this Agreement, (ii) complete within the meaning
of the United States Securities and Exchange Commission’s Rule 15c2-12, as amended
(the “Rule”), (iii) substantially in the form of the most recent version of the Preliminary
Official Statement provided to the Underwriter before the execution hereof and (iv) in both
a “designated electronic format” consistent with the requirements of Rule G-32 and in a
printed format. Such final Official Statement, including the cover page thereto, all exhibits,
schedules, appendices, maps, charts, pictures, diagrams, reports, and statements included
or incorporated therein or attached thereto, and all amendments and supplements thereto
that may be authorized for use with respect to the Bonds, is herein referred to as the
“Official Statement.” Until the Official Statement has been prepared and is available for
distribution, the Issuer shall provide or cause to be provided to the Underwriter sufficient
quantities (which may be in electronic form) of the Preliminary Official Statement as the
Underwriter reasonably deems necessary to satisfy the obligation of the Underwriter under
the Rule with respect to distribution to each potential customer, upon request, of a copy of
the Preliminary Official Statement.
(b)
The Preliminary Official Statement has been prepared by the Issuer for use
by the Underwriter in connection with the public offering, sale and distribution of the
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Bonds. The Issuer hereby represents and warrants that the Preliminary Official Statement
has been “deemed final” by the Issuer as of its date for purposes of the Rule, except for the
omission of such information which is dependent upon the final pricing of the Bonds for
completion, all as permitted to be excluded by Section (b)(1) of the Rule.
(c)
The Issuer represents that an officer of the Issuer has reviewed and approved
the information in the Official Statement and hereby authorizes the Official Statement to
be used by the Underwriter in connection with the public offering and sale of the Bonds.
The Issuer ratifies and consents to the use by the Underwriter prior to the date hereof of
the Preliminary Official Statement in connection with the public offering of the Bonds.
The Issuer shall provide, or cause to be provided, to the Underwriter as soon as practicable
after the date of the Issuer’s acceptance of this Agreement (but, in any event, not later than
seven business days after the Issuer’s acceptance of this Agreement and in sufficient time
to accompany any confirmation that requests payment from any customer) copies of the
Official Statement which is complete as of the date of its delivery to the Underwriter (i) in
a “designated electronic format” consistent with the requirements of Rule G-32 and (ii) in
a printed format in such quantity as the Underwriter shall reasonably request in order for
the Underwriter to comply with Section (b)(4) of the Rule and the rules of the MSRB. The
Issuer hereby confirms that it does not object to the distribution of the Preliminary Official
Statement or the Official Statement in electronic form.
(d)
If, after the date of this Agreement to and including the date the Underwriter
is no longer required to provide an Official Statement to potential customers who request
the same pursuant to the Rule (the earlier of (i) ninety (90) days from the “end of the
underwriting period” (as defined in the Rule) and (ii) the time when the Official Statement
is available to any person from the MSRB, but in no case less than twenty-five (25) days
after the “end of the underwriting period” for the Bonds), the Issuer becomes aware of any
fact or event which might or would cause the Official Statement, as then supplemented or
amended, to contain any untrue statement of a material fact or to omit to state a material
fact required to be stated therein or necessary to make the statements therein not
misleading, or if it is necessary to amend or supplement the Official Statement to comply
with law, the Issuer will notify the Underwriter (and for the purposes of this clause provide
the Underwriter with such information as it may from time to time request), and if, in the
reasonable opinion of the Underwriter, such fact or event requires preparation and
publication of a supplement or amendment to the Official Statement, the Issuer will
forthwith prepare and furnish, at the Issuer’s own expense (in a form and manner approved
by the Underwriter), a reasonable number of copies of either amendments or supplements
to the Official Statement so that the statements in the Official Statement as so amended and
supplemented will not contain any untrue statement of a material fact or omit to state a
material fact required to be stated therein or necessary to make the statements therein not
misleading or so that the Official Statement will comply with law; provided, however, that
for all purposes of this Agreement and any certificate delivered by the Issuer in accordance
herewith, the Issuer makes no representations with respect to the descriptions in the
Preliminary Official Statement or the Official Statement of The Depository Trust
Company, New York, New York (“DTC”), or its book-entry-only system; or the
information provided by Build America Mutual Assurance Company (the "Insurer")
regarding the Insurer and its municipal bond insurance policy relating to the Bonds under
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the caption “BOND INSURANCE”. If such notification shall be subsequent to the
Closing, the Issuer shall furnish such legal opinions, certificates, instruments and other
documents as the Underwriter may reasonably deem necessary to evidence the truth and
accuracy of such supplement or amendment to the Official Statement. The Issuer shall
provide any such amendment or supplement, or cause any such amendment or supplement
to be provided, (i) in a “designated electronic format” consistent with the requirements of
Rule G-32 and (ii) in a printed format in such quantity as the Underwriter shall reasonably
request in order for the Underwriter to comply with Section (b)(4) of the Rule and the rules
of the MSRB.
(e)
The Underwriter hereby agrees to timely file, or cause to be filed, the
Official Statement (and any amendment or supplement to the Official Statement prepared
in accordance with Section 4(d) above) with (i) the MSRB or its designee (including the
MSRB’s Electronic Municipal Market Access System) or (ii) other repositories approved
from time to time by the United States Securities and Exchange Commission (in addition
to the filing referred to in clause (i) above). Unless otherwise notified in writing by the
Underwriter, the Issuer can assume that the “end of the underwriting period” for purposes
of the Rule is the date of the Closing.
(f)
To the knowledge of the Issuer, the Official Statement contains information,
including financial information or operating data, concerning every entity, enterprise, fund,
account, or person which financial information or operating data is material to an
evaluation of the offering of the Bonds.
5.
Representations, Warranties, and Covenants of the Issuer. The Issuer hereby
represents and warrants to and covenants with the Underwriter that:
(a)
The Issuer is a body politic and corporate and a political subdivision of the
State of Texas (the “State”) duly created, organized and existing under the Constitution
and laws of the State, and has full legal right, power and authority, and at the date of the
Closing will have full legal right, power and authority, under the laws of the State,
including particularly Chapter 1207, Texas Government Code, as amended (the “Act”), and
the Ordinance (i) to enter into, execute and deliver this Agreement, the Ordinance, and the
Continuing Disclosure Undertaking, as defined in Section 7(i)(3) hereof, and all documents
required hereunder and thereunder to be executed and delivered by the Issuer (this
Agreement, the Ordinance and the Continuing Disclosure Undertaking are hereinafter
referred to as the “Issuer Documents”), (ii) to sell, issue and deliver the Bonds to the
Underwriter as provided herein, and (iii) to carry out and consummate the transactions
described by the Issuer Documents and the Official Statement; and, the Issuer has
complied, and will at the Closing be in compliance in all respects, with the terms of the Act
and the Issuer Documents as they pertain to such transactions;
(b)
By all necessary official action of the Issuer prior to or concurrently with
the acceptance hereof, the Issuer has duly authorized all necessary action to be taken by it
for (i) the adoption of the Ordinance and the issuance and sale of the Bonds on the terms
set forth herein, (ii) the approval, execution and delivery of, and the performance by the
Issuer of the obligations on its part, contained in the Bonds and the Issuer Documents,
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(iii) the approval, distribution and use of the Preliminary Official Statement and the
Official Statement for use by the Underwriter in connection with the public offering of the
Bonds and (iv) the consummation by it of all other transactions described in the Official
Statement, and the Issuer Documents and any and all such other agreements and documents
as may be required to be executed, delivered and/or received by the Issuer in order to carry
out, give effect to, and consummate the transactions described herein and in the Official
Statement;
(c)
This Agreement constitutes a legal, valid and binding obligation of the
Issuer, enforceable in accordance with its terms, subject to bankruptcy, insolvency,
reorganization, moratorium, sovereign immunity of political subdivisions and other similar
laws and principles of equity relating to or affecting the enforcement of creditors’ rights;
the other Issuer Documents, when duly executed and delivered, will constitute legal, valid
and binding obligations of the Issuer, enforceable in accordance with their respective terms,
subject to sovereign immunity of political subdivisions, bankruptcy, insolvency,
reorganization, moratorium and other similar laws and principles of equity relating to or
affecting the enforcement of creditors’ rights; the Bonds, when issued, delivered and paid
for, in accordance with the Ordinance and this Agreement, will constitute legal, valid and
binding obligations of the Issuer entitled to the benefits of the Ordinance and enforceable
in accordance with their terms, subject to sovereign immunity of political subdivisions,
bankruptcy, insolvency, reorganization, moratorium and other similar laws and principles
of equity relating to or affecting the enforcement of creditors’ rights; upon the issuance,
authentication and delivery of the Bonds as aforesaid, the Ordinance will provide, for the
benefit of the holders of the Bonds, the legally valid and binding pledge of ad valorem
taxes and lien it purports to create as set forth in the Ordinance, being the pledge to levy,
assess and collect an annual ad valorem tax, within the limits prescribed by law, upon all
taxable property within the boundaries of the Issuer, sufficient to pay the principal of and
interest on the Bonds when due;
(d)
The Issuer is not in breach of or default in any material respect under any
applicable constitutional provision, law or administrative regulation of the State or the
United States or any applicable judgment or decree or any loan agreement, indenture, bond,
note, Ordinance, agreement or other instrument to which the Issuer is a party or to which
the Issuer is or any of its property or assets are otherwise subject, and no event has occurred
and is continuing which constitutes or with the passage of time or the giving of notice, or
both, would constitute a default or event of default by the Issuer in any material respect
under any of the foregoing; and the execution and delivery of the Bonds, the Issuer
Documents and the adoption of the Ordinance and compliance with the provisions on the
Issuer’s part contained therein, will not conflict with or constitute a material breach of or
default in any material respect under any constitutional provision, administrative
regulation, judgment, decree, loan agreement, indenture, bond, note, ordinance, agreement
or other instrument to which the Issuer is a party or to which the Issuer is or to which any
of its property or assets are otherwise subject nor will any such execution, delivery,
adoption or compliance result in the creation or imposition of any lien, charge or other
security interest or encumbrance of any nature whatsoever upon any of the property or
assets of the Issuer to be pledged to secure the Bonds or under the terms of any such law,
regulation or instrument, except as provided by the Bonds and the Ordinance;
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(e)
Except for the approval of the Bonds by the Attorney General of the State
of Texas and the registration thereof by the Comptroller of Public Accounts of the State,
all authorizations, approvals, licenses, permits, consents and orders of any governmental
authority, legislative body, board, agency or commission having jurisdiction of the matter
which are required for the due authorization of, which would constitute a condition
precedent to, or the absence of which would materially adversely affect the due
performance by the Issuer of its obligations under the Issuer Documents and the Bonds
have been duly obtained, except for such approvals, consents and orders as may be required
under the Blue Sky or securities laws of any jurisdiction in connection with the offering
and sale of the Bonds;
(f)
The Bonds and the Ordinance conform to the descriptions thereof contained
in the Official Statement under the caption “THE BONDS”; the proceeds of the sale of the
Bonds will be applied generally as described in the Official Statement under the captions
“THE BONDS - Sources And Uses of Funds”; and the Continuing Disclosure Undertaking
conforms to the description thereof contained in the Official Statement under the caption
“CONTINUING DISCLOSURE OF INFORMATION”;
(g)
Except as disclosed in the Official Statement under the caption
“CONTINUING DISCLOSURE OF INFORMATION – Compliance with Prior
Agreements”, during the last five years the Issuer has not failed to comply in any material
respect with its previous continuing disclosure undertakings made by it in accordance with
the Rule;
(h)
Except as disclosed in the Official Statement, there is no litigation, action,
suit, proceeding, inquiry or investigation, at law or in equity, before or by any court,
government agency, public board or body, pending or, to the best knowledge of the Issuer
after due inquiry, threatened against the Issuer, affecting the existence of the Issuer or the
titles of its officers to their respective offices, or affecting or seeking to prohibit, restrain
or enjoin the sale, issuance or delivery of the Bonds or the levy and collection of taxes
pledged to the payment of principal of and interest on the Bonds pursuant to the Ordinance
or in any way contesting or affecting the validity or enforceability of the Bonds, the Issuer
Documents, or contesting the exclusion from gross income of interest on the Bonds for
federal income tax purposes, or contesting in any way the completeness or accuracy of the
Preliminary Official Statement or the Official Statement or any supplement or amendment
thereto, or contesting the powers of the Issuer or any authority for the issuance of the
Bonds, the adoption of the Ordinance or the execution and delivery of the Issuer
Documents, nor, to the best knowledge of the Issuer, is there any basis therefor, wherein
an unfavorable decision, ruling or finding would materially adversely affect the validity or
enforceability of the Bonds or the Issuer Documents;
(i)
As of the date thereof, the Preliminary Official Statement did not contain
any untrue statement of a material fact or omit to state a material fact required to be stated
therein or necessary to make the statements therein, in the light of the circumstances under
which they were made, not misleading; provided, however, that for all purposes of this
Agreement including, without limitation, for purposes of subparagraphs (i), (j) and (k) of
this section, and any certificate delivered by the Issuer in accordance herewith, the Issuer
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makes no representations with respect to the descriptions in the Preliminary Official
Statement or the Official Statement of DTC, or its book-entry-only system;
(j)
During the period beginning when the Official Statement is delivered to the
Underwriter pursuant to paragraph (a) of Section 4 of this Agreement and (unless the
Official Statement is amended or supplemented pursuant to paragraph (d) of Section 4 of
this Agreement) at all times subsequent thereto during the period up to and including the
twenty-fifth (25th) day subsequent to the “end of the underwriting period,” the Official
Statement does not and will not contain any untrue statement of a material fact or omit to
state any material fact required to be stated therein or necessary to make the statements
therein, in light of the circumstances under which they were made, not misleading;
(k)
If the Official Statement is supplemented or amended pursuant to
paragraph (d) of Section 4 of this Agreement, at the time of each supplement or amendment
thereto and (unless subsequently again supplemented or amended pursuant to such
paragraph) at all times subsequent thereto during the period up to and including the
twenty-fifth (25th) day subsequent to the “end of the underwriting period,” the Official
Statement as so supplemented or amended will not contain any untrue statement of a
material fact or omit to state any material fact required to be stated therein or necessary to
make the statements therein, in light of the circumstances under which made, not
misleading;
(l)
The Issuer will apply, or cause to be applied, the proceeds from the sale of
the Bonds as provided in and subject to all of the terms and provisions of the Ordinance
and not to take or omit to take any action which action or omission will adversely affect
the exclusion from gross income for federal income tax purposes of the interest on the
Bonds;
(m)
The Issuer will furnish such information and execute such instruments and
take such action in cooperation with the Underwriter as the Underwriter may reasonably
request (1) to (i) qualify the Bonds for offer and sale under the Blue Sky or other securities
laws and regulations of such states and other jurisdictions in the United States as the
Underwriter may designate and (ii) determine the eligibility of the Bonds for investment
under the laws of such states and other jurisdictions and (2) to continue such qualifications
in effect so long as required for the distribution of the Bonds (provided, however, that the
Issuer will not be required to qualify as a foreign corporation or to file any consents to
service of process under the laws of any jurisdiction) and will advise the Underwriter
immediately of receipt by the Issuer of any notification with respect to the suspension of
the qualification of the Bonds for sale in any jurisdiction or the initiation or threat of any
proceeding for that purpose;
(n)
The financial statements of, and other financial information regarding, the
Issuer in the Official Statement fairly present the financial position and results of the Issuer
as of the dates and for the periods therein set forth. The financial statements of the Issuer
have been prepared in accordance with generally accepted accounting principles
consistently applied, and except as noted in the Official Statement, the other historical
financial information set forth in the Official Statement has been presented on a basis
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consistent with that of the Issuer’s audited financial statements included in the Official
Statement. Prior to the Closing, the Issuer will not take any action within or under its
control that will cause any adverse change of a material nature in such financial position,
results of operations or condition, financial or otherwise, of the Issuer;
(o)
Except as disclosed in the Official Statement, the Issuer is not a party to any
litigation or other proceeding pending or, to its knowledge, threatened which, if decided
adversely to the Issuer, would have a materially adverse effect on the financial condition
of the Issuer;
(p)
Prior to the Closing the Issuer will not offer or issue any bonds, notes or
other obligations for borrowed money or incur any material liabilities, direct or contingent,
payable from or secured by any of the ad valorem taxes, revenues or assets which will
secure the Bonds, except as may be incurred in the ordinary course of business, without
the prior approval of the Underwriter, which approval shall not be unreasonably withheld;
(q)
The Issuer, to the extent heretofore requested by the Underwriter, has
delivered to the Underwriter true, correct, complete, and legible copies of all information,
applications, reports, or other documents of any nature whatsoever submitted to any rating
agency for the purpose of obtaining a rating for the Bonds and true, correct, complete, and
legible copies of all correspondence or other communications relating, directly or
indirectly, thereto;
(r)
Any certificate, signed by any official of the Issuer authorized to do so in
connection with the transactions described in this Agreement, shall be deemed a
representation and warranty by the Issuer to the Underwriter as to the statements made
therein; and
(s)
The Issuer covenants that between the date hereof and the date of Closing,
it will take no actions which will cause the representations and warranties made in this
Section to be untrue in any material respect as of the date of Closing.
By delivering the Official Statement to the Underwriter, the Issuer shall be deemed to have
reaffirmed, with respect to such Official Statement, the representations, warranties and covenants
set forth above with respect to the Preliminary Official Statement.
6.

Closing.

(a)
At 10:00 a.m. Central Time, on April 17, 2020, or at such other time and
date as shall have been mutually agreed upon by the Issuer and the Underwriter (the
“Closing”), the Issuer will, subject to the terms and conditions hereof, deliver the Bonds to
the Underwriter, duly executed and authenticated, together with the other documents
hereinafter mentioned, and the Underwriter will, subject to the terms and conditions hereof,
accept such delivery and pay the purchase price of the Bonds, as set forth in Section 1 of
this Agreement in immediately available funds by wire transfer to the account of the Issuer
as indicated by UMB BANK, N.A., Austin, Texas (the “Paying Agent/Registrar”).
Payment for the Bonds as aforesaid shall be made at the offices of the Paying
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Agent/Registrar or such other place as shall have been mutually agreed upon by the Issuer
and the Underwriter.
(b)
Delivery of the Bonds in definitive form, utilizing the book entry, shall be
made through DTC, or at the office of the Paying Agent/Registrar acting on behalf of DTC.
The Bonds shall be delivered in definitive fully registered form, bearing CUSIP numbers
without coupons, with one Bond for each maturity of the Bonds, registered in the name of
Cede & Co., all as provided in the Ordinance, and shall be made available at the offices of
the DTC (or if Bonds are to be held in safekeeping for the DTC by the Paying
Agent/Registrar pursuant to DTC’s FAST System, at the office of the Paying
Agent/Registrar) to the Underwriter at least one (1) business day before the date of the
Closing for the purposes of inspection.
7.
Closing Conditions. The Underwriter has entered into this Agreement in reliance
upon the representations, warranties and agreements of the Issuer contained herein, and in reliance
upon the representations, warranties and agreements to be contained in the documents and
instruments to be delivered at the Closing and upon the performance by the Issuer of its obligations
hereunder, both as of the date hereof and as of the date of the Closing. Accordingly, the
Underwriter’s obligations under this Agreement to purchase, to accept delivery of and to pay for
the Bonds shall be conditioned upon the performance by the Issuer of its obligations to be
performed hereunder and under such documents and instruments at or prior to the Closing, and
shall also be subject to the following additional conditions, including the delivery by the Issuer of
such documents as are enumerated herein, in form and substance reasonably satisfactory to the
Underwriter unless waived by the Underwriter:
(a)
The representations and warranties of the Issuer contained herein shall be
true, complete and correct in all material respects on the date hereof and on and as of the
date of the Closing, as if made on the date of the Closing;
(b)
The Issuer shall have performed and complied with all agreements and
conditions required by this Agreement to be performed or complied with by it prior to or
at the Closing;
(c)
At the time of the Closing, (i) the Issuer Documents and the Bonds shall be
in full force and effect in the form heretofore approved by the Underwriter and shall not
have been amended, modified or supplemented, and the Official Statement shall not have
been supplemented or amended, except in any such case as may have been agreed to by
the Underwriter; and (ii) the net proceeds of the sale of the Bonds and any funds to be
provided by the Issuer shall be deposited and applied as described in the Official Statement
and in the Ordinance and (iii) all actions of the Issuer required to be taken by the Issuer
shall be performed in order for Bond Counsel to deliver its opinion referred to hereafter;
(d)
At the time of the Closing, all official action of the Issuer relating to the
Bonds and the Issuer Documents shall be in full force and effect and shall not have been
amended, modified or supplemented, except as may have been agreed to by the
Underwriter;
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(e)
At or prior to the Closing, the Bond Ordinance and the Pricing Certificate
shall have been duly executed and delivered by the Issuer and the Issuer shall have duly
executed and delivered and the Paying Agent/Registrar shall have duly authenticated the
definitive Bonds;
(f)
At the time of the Closing, there shall not have occurred any change or any
development involving a prospective change in the condition, financial or otherwise, or in
the revenues or operations of the Issuer, from that set forth in the Official Statement that in
the judgment of the Underwriter, is material and adverse and that makes it, in the judgment
of the Underwriter, impracticable to market the Bonds on the terms and in the manner
described in the Official Statement;
(g)
The Issuer shall not have failed to pay principal or interest when due on any
of its outstanding obligations for borrowed money;
(h)
All steps to be taken and all instruments and other documents to be
executed, and all other legal matters in connection with the transactions described in this
Agreement shall be reasonably satisfactory in legal form and effect to the Underwriter;
(i)
At or prior to the Closing, the Underwriter shall have received copies of
each of the following documents:
(1)
The Official Statement, and each supplement or amendment thereto,
if any, as may have been agreed to by the Underwriter in (i) a “designated electronic
format” that meets the requirements of Rule G-32 and (ii) a printed format;
(2)
The Bond Ordinance, having been duly adopted by the Issuer and
certified as being in full force and effect, and the Pricing Certificate executed by an
authorized officer of the City with such supplements or amendments as may have
been agreed to by the Underwriter;
(3)
The undertaking of the Issuer (which may be included in the
Ordinance) which satisfies the requirements of Section (b)(5)(i) of the Rule (the
“Continuing Disclosure Undertaking”);
(4)
An approving opinion of Bond Counsel with respect to
enforceability of the Bonds to the effect described in the Official Statement;
(5)
A supplemental opinion of Bond Counsel addressed to the Issuer
and the Underwriter, substantially to the effect that:
(A)
the Bond Ordinance has been duly adopted and the Pricing
Certificate has been duly executed by an authorized official of the Issuer
and both of the foregoing documents are in full force and effect;
(B)
the Bonds are exempted securities under section 3(a)(2) of
the Securities Act of 1933, as amended (the “1933 Act”), and the Trust
Indenture Act of 1939, as amended (the “Trust Indenture Act”), and it is not
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necessary, in connection with the offering and sale of the Bonds to register
and the Bonds under the 1933 Act or to qualify the Ordinance under the
Trust Indenture Act; and
(C)
Bond Counsel has reviewed the statements and information
contained in the Official Statement under the captions and sub-captions
“THE BONDS” (except the subcaption “Sources and Uses of Funds”),
“GENERAL INFORMATION REGARDING THE BONDS,”
“REGISTRATION, TRANSFER AND EXCHANGE,” “AD VALOREM
PROPERTY TAXATION – Public Hearing and Maintenance and
Operation Tax Rate Limitations,” “LEGAL MATTERS,” “TAX
MATTERS,” “LEGAL INVESTMENTS IN TEXAS,” “REGISTRATION
AND QUALIFICATION OF ISSUE FOR SALE” and “CONTINUING
DISCLOSURE OF INFORMATION” (except the subcaption “Compliance
With Prior Undertakings”), and Bond Counsel is of the opinion that the
information contained under such captions and subcaptions fairly
summarizes the procedures and documents referred to therein and is correct
as to matters of law;
(6)
An opinion, dated the date of the Closing and addressed to the
Underwriter, of counsel for the Underwriter, to the effect that:
(A)
the Bonds are exempted securities that do not require
registration under the 1933 Act and the Trust Indenture Act and it is not
necessary, in connection with the offering and sale of the Bonds to register
any securities under the 1933 Act and the Ordinance need not be qualified
under the Trust Indenture Act; and
(B)
based upon their participation in the preparation of the
Official Statement as counsel for the Underwriter and their participation at
conferences at which the Official Statement was discussed, but without
having undertaken to determine independently the accuracy, completeness
or fairness of the statements contained in the Official Statement, such
counsel has no reason to believe that the Official Statement contains any
untrue statement of a material fact or omits to state a material fact necessary
to make the statements therein, in light of the circumstances under which
they were made, not misleading (except for any financial, forecast, technical
and statistical statements and data included in the Official Statement, the
information regarding DTC and its book-entry system, as to which no view
need be expressed, as to which no view need be expressed);
(7)
A certificate, dated the date of Closing, signed by an appropriate
official of the Issuer to the effect that (i) all official action of the Issuer relating to
the Bonds, the Issuer Documents and the Official Statement have been duly adopted
by the Issuer, are in full force and effect, and have not been amended, modified,
supplemented or repealed; (ii) the representations and warranties of the Issuer
contained herein are true and correct in all material respects on and as of the date
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of Closing as if made on the date of Closing; (iii) no litigation or proceeding against
it is pending or, to his or her knowledge, threatened in any court or administrative
body, nor is there a basis for litigation, which would (a) contest the right of the
officials of the Issuer to hold and exercise their respective positions, (b) contest the
due organization and valid existence of the Issuer, (c) contest the validity, due
authorization and execution of the Bonds, the Issuer Documents or (d) attempt to
limit, enjoin or otherwise prevent the Issuer from functioning and collecting taxes
or revenues, including payments on the Bonds, pursuant to the Ordinance, and other
income or the levy or collection of the taxes pledged or to be pledged to pay the
principal of and interest on the Bonds, or the pledge thereof; (iv) to the best of his
or her knowledge, no event affecting the Issuer has occurred since the date of the
Official Statement which should be disclosed in the Official Statement for the
purpose for which it is to be used or which it is necessary to disclose therein in
order to make the statements and information therein, in light of the circumstances
under which made, not misleading in any material respect as of the date of Closing,
and the information contained in the Official Statement is correct in all material
respects and, as of the date of the Official Statement did not, and as of the date of
the Closing does not, contain any untrue statement of a material fact or omit to state
a material fact required to be stated therein or necessary to make the statements
made therein, in the light of the circumstances under which they were made, not
misleading; and (v) there has not been any material adverse change in the financial
condition of the Issuer since September 30, 2019, the latest date as of which audited
financial information is available;
(8)
A certificate of the Issuer in form and substance satisfactory to Bond
Counsel and counsel to the Underwriter (a) setting forth the facts, estimates and
circumstances in existence on the date of the Closing, which establish that it is not
expected that the proceeds of the Bonds will be used in a manner that would cause
the Bonds to be “arbitrage bonds” within the meaning of Section 148 of the Internal
Revenue Code of 1986, as amended (the “Code”), and any applicable regulations
(whether final, temporary or proposed), issued pursuant to the Code, and
(b) certifying that to the best of the knowledge and belief of the Issuer there are no
other facts, estimates or circumstances that would materially change the
conclusions, representations and expectations contained in such certificate;
(9)
Evidence of the filing or a covenant to file and IRS Form 8038G, as
required by section 149(e) of the Internal Revenue Code of 1986, as amended, of a
statement concerning the Bonds with the Secretary of the Treasury;
(10) The approving opinion of the Attorney General of the State of Texas
and the registration certificate of the Comptroller of Public Accounts of the State
of Texas in respect of the Bonds;
(11)
Obligations;

A copy of the instruments authorizing issuance of the Refunded
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(12) Any other certificates and opinions required by the Ordinance for
the issuance thereunder of the Bonds;
(13) Evidence satisfactory to the Underwriter that the policy of bond
insurance (the "Insurance Policy") shall have been duly executed, issued and
delivered by the Insurer and receipt of a certificate of the Insurer with respect to the
accuracy of statements contained in the Official Statement regarding the Insurance
Policy and the Insurer and the due authorization, execution, issuance and delivery
of the Insurance Policy, together with an opinion of counsel to the Insurer in form
and substance satisfactory to the Underwriter and Bond Counsel;
(14) Evidence satisfactory to the Underwriter that the Bonds have been
rated “AA” by Standard & Poor’s Ratings Services, a Standard & Poor’s Financial
Services LLC business (“S&P”) on the basis of the Insurance Policy and “A+” by
S&P, without regard to credit enhancement, and that such ratings are in effect as of
the date of Closing;
(15) Evidence satisfactory to the Underwriter that the portion of the
proceeds received by the Issuer from the sale of the Bonds pursuant hereto and
certain other funds of the Issuer, if any, deposited with paying agents for the
Refunded Obligations is sufficient to effectuate the refunding of the Refunded
Obligations; and
(16) Such additional legal opinions, certificates, instruments and other
documents as the Underwriter or counsel to the Underwriter may reasonably
request to evidence the truth and accuracy, as of the date hereof and as of the date
of the Closing, of the Issuer’s representations and warranties contained herein and
of the statements and information contained in the Official Statement and the due
performance or satisfaction by the Issuer on or prior to the date of the Closing of
all the respective agreements then to be performed and conditions then to be
satisfied by the Issuer.
All of the opinions, letters, certificates, instruments and other documents mentioned above
or elsewhere in this Agreement shall be deemed to be in compliance with the provisions hereof if,
but only if, they are in form and substance satisfactory to the Underwriter.
If the Issuer shall be unable to satisfy the conditions to the obligations of the Underwriter
to purchase, to accept delivery of and to pay for the Bonds contained in this Agreement, or if the
obligations of the Underwriter to purchase, to accept delivery of and to pay for the Bonds shall be
terminated for any reason permitted by this Agreement, this Agreement shall terminate and neither
the Underwriter nor the Issuer shall be under any further obligation hereunder, except that the
respective obligations of the Issuer and the Underwriter set forth in Sections 5, 9 and 11 hereof
shall continue in full force and effect.
8.
Termination. The Underwriter shall have the right to cancel its obligation to
purchase the Bonds if, between the date of this Agreement and the Closing, the market price or
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marketability of the Bonds shall be materially adversely affected, in the reasonable judgment of
the Underwriter, by the occurrence of any of the following:
(a)
(a)
Legislation shall be enacted by or introduced in the Congress or
recommended to the Congress for passage by the President of the United States, or the
Treasury Department of the United States or the Internal Revenue Service or favorably
reported for passage to either House of the Congress by any committee of such House to
which such legislation has been referred for consideration, a decision by a court of the
United States or of the State or the United States Tax Court shall be rendered, or an order,
ruling, regulation (final, temporary or proposed), press release, statement or other form of
notice by or on behalf of the Treasury Department of the United States, the Internal
Revenue Service or other governmental agency shall be made or proposed, the effect of
any or all of which would be to impose, directly or indirectly, federal income taxation upon
interest received on obligations of the general character of the Bonds, of the interest on the
Bonds as described in the Official Statement;
(b)
Legislation introduced in or enacted (or resolution passed) by the Congress
or an order, decree, or injunction issued by any court of competent jurisdiction, or an order,
ruling, regulation (final, temporary, or proposed), press release or other form of notice
issued or made by or on behalf of the Securities and Exchange Commission, or any other
governmental agency having jurisdiction of the subject matter, to the effect that obligations
of the general character of the Bonds, including any or all underlying arrangements, are
not exempt from registration under or other requirements of the 1933 Act, or that the
Ordinance is not exempt from qualification under or other requirements of the Trust
Indenture Act, or that the issuance, offering, or sale of obligations of the general character
of the Bonds, including any or all underlying arrangements, as contemplated hereby or by
the Official Statement or otherwise, is or would be in violation of the federal securities law
as amended and then in effect;
(c)
Any state blue sky or securities commission or other governmental agency
or body in any state in which more than 15% of the Bonds have been offered and sold shall
have withheld registration, exemption or clearance of the offering of the Bonds as
described herein, or issued a stop order or similar ruling relating thereto;
(d)
A general suspension of trading in securities on the New York Stock
Exchange, the establishment of minimum prices on such exchange, the establishment of
material restrictions (not in force as of the date hereof) upon trading securities generally by
any governmental authority or any national securities exchange, a general banking
moratorium declared by federal, State of New York, or State officials authorized to do so
or a material disruption in securities settlement, payment or clearance services in the United
States shall have occurred; provided, however that such suspension in trading or disruption
in securities settlement, payment or clearance services is not of the type generally existing
on the date hereof;
(e)
The New York Stock Exchange or other national securities exchange or any
governmental authority shall impose, as to the Bonds or as to obligations of the general
character of the Bonds, any material restrictions not now in force, or increase materially
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those now in force, with respect to the extension of credit by, or the charge to the net capital
of, the Underwriter;
(f)
Any amendment to the federal or Texas Constitution or action by any
federal or Texas court, legislative body, regulatory body, or other authority materially
adversely affecting the tax status of the Issuer, its property, income, securities (or interest
thereon), or the validity or enforceability of the assessments or the levy of taxes to pay
principal of and interest on the Bonds;
(g)
Any event occurring, or information becoming known which, in the
reasonable judgment of the Underwriter, makes untrue in any material respect any material
statement or information contained in the Official Statement, or has the effect that the
Official Statement contains any untrue statement of material fact or omits to state a material
fact required to be stated therein or necessary to make the statements therein, in the light
of the circumstances under which they were made, not misleading;
(h)
There shall have occurred since the date of this Agreement any materially
adverse change in the affairs or financial condition of the Issuer, except for changes which
the Official Statement discloses are expected to occur;
(i)
There shall have occurred (whether or not foreseeable) any (i) new material
outbreak of hostilities involving the United States (including, without limitation, an act of
terrorism), including, but not limited to, an escalation of hostilities that existed prior to the
date hereof, or (ii) new material national or international calamity or crisis including, but
not limited to, an escalation in the scope or magnitude of any pandemic or natural disaster,
or (iii) material financial crisis or adverse change in the financial or economic conditions
affecting the United States government or the securities markets in the United States;
provided, however that such circumstance or event is not of the generally type existing on
the date hereof;
(j)
Any fact or event shall exist or have existed that, in the Underwriter’s
reasonable judgment, requires or has required an amendment of or supplement to the
Official Statement;
(k)
There shall have occurred or notice shall have been given of any intended
review, downgrading, suspension, withdrawal or published negative credit watch or similar
published information from a rating agency that at the date of this Agreement has published
a rating (or has been asked to furnish a rating on the Bonds) on any of the Issuer’s debt
obligations that are secured in a like manner as the Bonds, which action reflects a negative
change in the ratings accorded any such obligations of the Issuer (including any rating to
be accorded the Bonds) or any rating of the Insurer;
(l)
The purchase of and payment for the Bonds by the Underwriter, or the resale
of the Bonds by the Underwriter, on the terms and conditions herein provided shall be
prohibited by any applicable law, governmental authority, board, agency or commission;
or
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(m)
A decision by a court of the United States shall be rendered, or a stop order,
release, regulation or no-action letter by or on behalf of the United States Securities and
Exchange Commission or any other governmental agency having jurisdiction of the subject
matter shall have been issued or made, to the effect that the issuance, offering or sale of
the Bonds, including the underlying obligations as described in this Agreement or the
Official Statement, or any document relating to the issuance, offering or sale of the Bonds,
is or would be in violation of any provision of the federal securities laws at the Closing
date, including 1933 Act, the Securities Exchange Act of 1934 and the Trust Indenture Act.
With respect to the condition described in subparagraphs (e) and (l) above, the Underwriter
is not aware of any current, pending or proposed law or government inquiry or investigation as of
the date of execution of this Agreement which would permit the Underwriter to invoke its
termination rights thereunder.
9.

Expenses.

(a)
The Underwriter shall be under no obligation to pay, and the Issuer shall
pay all expenses incident to the performance of the Issuer’s obligations hereunder,
including, but not limited to (i) the cost of preparation and printing of the Bonds,
Preliminary Official Statement, Official Statement and any amendment or supplement
thereto, (ii) the fees and disbursements of Bond Counsel and other counsel retained by the
Issuer, if any, and the fees of counsel to the Underwriter; (iii) the fees and disbursements
of the Financial Advisor; (iv) the fees and disbursements of the Paying Agent/Registrar;
(v) the fees and disbursements of engineers, accountants, and other experts, consultants or
advisers retained by the Issuer, if any; and (vi) all fees and expenses in connection with
obtaining bond ratings and credit enhancement fees or premiums. The Issuer shall also pay
for any expenses (included in the expense component of the Underwriter’s discount)
mutually agreed by the Issuer and the Underwriter to be reasonably considered expenses
of the Issuer and are incurred by the Underwriter which are incidental to implementing this
Agreement and the issuance of the Bonds and any other miscellaneous closing costs. The
Issuer shall pay for any expenses (included in the expense component of the Underwriter’s
discount) reasonably incurred by the Underwriter on behalf of the Issuer in connection with
the marketing, issuance and delivery of the Bonds.
(b)
The Issuer acknowledges that the Underwriter will pay from the
underwriter’s expense allocation of the underwriting discount the applicable per bond
assessment charged by the Municipal Advisory Council of Texas, a non-profit corporation
whose purpose is to collect, maintain and distribute information relating to issuing entities
of municipal securities.
(c)
Except as provided for above, the Underwriter shall pay (i) the cost of
preparation and printing of this Agreement, the Blue Sky Survey and Legal Investment
Memorandum, if any; (ii) all advertising expenses in connection with the public offering
of the Bonds; and (iii) all other expenses incurred by them in connection with the public
offering of the Bonds. Certain payments may be in the form of inclusion of such expenses
in the expense component of the Underwriter’s discount.
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10.
Notices. Any notice or other communication to be given to the Issuer under this
Agreement may be given by delivering the same in writing or via facsimile at the City of Merkel,
Texas, at the address listed on the first page hereof; and, any notice or other communication to be
given to the Underwriter under this Agreement may be given by delivering the same in writing to
Raymond James & Associates, Inc., 5956 Sherry Lane, Suite 1900, Dallas, Texas 75225,
Attention: Jim Buie.
11.
Parties in Interest. This Agreement as heretofore specified shall constitute the
entire agreement between us and is made solely for the benefit of the Issuer and the Underwriter
(including successors or assigns of the Underwriter) and no other person shall acquire or have any
right hereunder or by virtue hereof. This Agreement may not be assigned by the Issuer. All of the
Issuer’s representations, warranties and agreements contained in this Agreement shall remain
operative and in full force and effect, regardless of (i) any investigations made by or on behalf of
any of the Underwriter; (ii) delivery of and payment for the Bonds pursuant to this Agreement;
and (iii) any termination of this Agreement.
12.
Effectiveness. This Agreement shall become effective upon the acceptance hereof
by the Issuer and shall be valid and enforceable at the time of such acceptance.
13.
Choice of Law. This Agreement shall be governed by and construed in accordance
with the law of the State.
14.
Severability. If any provision of this Agreement shall be held or deemed to be or
shall, in fact, be invalid, inoperative or unenforceable as applied in any particular case in any
jurisdiction or jurisdictions, or in all jurisdictions because it conflicts with any provisions of any
Constitution, statute, rule of public policy, or any other reason, such circumstances shall not have
the effect of rendering the provision in question invalid, inoperative or unenforceable in any other
case or circumstance, or of rendering any other provision or provisions of this Agreement invalid,
inoperative or unenforceable to any extent whatever.
15.
Business Day. For purposes of this Agreement, “business day” means any day on
which the New York Stock Exchange is open for trading.
16.
Section Headings. Section headings have been inserted in this Agreement as a
matter of convenience of reference only, and it is agreed that such section headings are not a part
of this Agreement and will not be used in the interpretation of any provisions of this Agreement.
17.
Counterparts. This Agreement may be executed in several counterparts each of
which shall be regarded as an original (with the same effect as if the signatures thereto and hereto
were upon the same document) and all of which shall constitute one and the same document.
18.
No Personal Liability. Neither the City Council, nor any officer, agent, or
employee of the Issuer, shall be charged personally by the Underwriter with any liability, or be
held liable to the Underwriter under any term or provision of this Agreement, or because of
execution or attempted execution, or because of any breach or attempted or alleged breach, of this
Agreement.
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19.
Entire Agreement. This Agreement represents the entire agreement between the
Issuer and the Underwriter with respect to the preparation of the Preliminary Official Statement
and the Official Statement, the conduct of the offering, and the purchase and sale of the Bonds.
[signature page follows]
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March 31, 2020

March 31, 2020 at 4:21 p.m. C.S.T.

Schedule I
$4,380,000
City of Merkel, Texas
General Obligation Refunding Bonds, Series 2020
Interest Accrues From:

April 17, 2020

GENERAL RULE (10% TEST) MATURITIES
$1,190,000 SERIAL BONDS

Maturity
Date (9/1)(a)
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030

Principal
Amount
$120,000
120,000
125,000
130,000
110,000
110,000
115,000
115,000
120,000
125,000

Initial
Interest
Rate
3.000%
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000

Initial
Yield(b)
1.450%
1.550
1.600
1.650
1.700
1.750
1.800
1.850
1.900
1.950

Price
102.097
103.363
104.577
105.670
106.646
107.504
108.248
108.880
109.401
109.815

$3,190,000 TERM BONDS
$550,000 4.000% Term Bonds due September 1, 2034, Yield 2.050%, Price 118.134(a)(b)(c)
$480,000 4.000% Term Bonds due September 1, 2037, Yield 2.150%, Price 117.115(a)(b)(c)
$535,000 4.000% Term Bonds due September 1, 2040, Yield 2.300%, Price 115.605(a)(b)(c)
$385,000 4.000% Term Bonds due September 1, 2042, Yield 2.400%, Price 114.611(a)(b)(c)
$425,000 4.000% Term Bonds due September 1, 2044, Yield 2.500%, Price 113.627(a)(b)(c)
$815,000 4.000% Term Bonds due September 1, 2048, Yield 2.700%, Price 111.689(a)(b)(c)

___________________
(a) The Bonds maturing on September 1, 2031 and thereafter are subject to redemption prior to maturity at the option of the Issuer,
in whole or in part, in principal amounts of $5,000 or any integral multiple thereof on September 1, 2030, or any date thereafter,
at the redemption price equal to the principal amount thereof plus accrued interest to the date fixed for redemption.
(b) The initial reoffering prices or yields of the Bonds are furnished by the Underwriter and represent the initial offering prices or
yields to the public, which may be changed by the Underwriter at any time. Initial yields are calculated to the earlier of maturity
or the first optional call date.
(c) The Term Bonds are subject to mandatory sinking fund redemption at the par value thereof plus accrued interest to the date
fixed for redemption on the dates and in the amounts set forth below:

Term Bond Maturity Date
September 1, 2034

Mandatory Redemption Dates
September 1, 2031
September 1, 2032
September 1, 2033
September 1, 2034 (maturity)
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Principal Amounts
$130,000
135,000
140,000
145,000

September 1, 2037

September 1, 2035
September 1, 2036
September 1, 2037 (maturity)

$155,000
160,000
165,000

September 1, 2040

September 1, 2038
September 1, 2039
September 1, 2040 (maturity)

$170,000
180,000
185,000

September 1, 2042

September 1, 2041
September 1, 2042 (maturity)

$190,000
195,000

September 1, 2044

September 1, 2043
September 1, 2044 (maturity)

$210,000
215,000

September 1, 2048

September 1, 2045
September 1, 2046
September 1, 2047
September 1, 2048 (maturity)

$220,000
235,000
240,000
120,000
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HOLD-THE-OFFERING-PRICE MATURITIES
NONE
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Exhibit A
ISSUE PRICE CERTIFICATE

The undersigned, as the duly authorized representative of Raymond James & Associates,
Inc. (the “Purchaser”), with respect to the General Obligation Refunding Bonds, Series 2020 issued
by the City of Merkel, Texas (the “Issuer”) in the principal amount of $____________ (the
“Bonds”), hereby certifies, based on its records and information, as follows:
(a)
Other than the Bonds identified in the Agreement maturing in _______ and
_______ (the “Hold-the-Price Maturities”), the first price at which at least ten percent
(“Substantial Amount”) of the principal amount of each maturity of the Bonds having the
same credit and payment terms (a “Maturity”) was sold to a person (including an
individual, trust, estate, partnership, association, company, or corporation) other than an
Underwriter (the “Public”) is set forth in the final Official Statement relating to the Bonds.
(b)
On or before the first day on which the Agreement is entered into (the “Sale
Date”), the Purchaser offered to the Public each Maturity of the Hold-the-Price Maturities
at their respective initial offering prices (the “Initial Offering Prices”), as listed in the final
Official Statement relating to the Bonds.
(c)
As set forth in the Agreement, the Purchaser agreed in writing to neither
offer nor sell any unsold Bonds of the Hold-the-Price Maturities to any person at any higher
price than the respective Initial Offering Price for such Hold-the-Price Maturity until a date
that is the earlier of the close of the fifth business day after the Sale Date or the date on
which the Purchaser sells a Substantial Amount of a Hold-the-Price Maturity to the Public
at a price not exceeding the Initial Offering Price for such Hold-the-Price Maturity.
A copy of the pricing wire or equivalent communication for the Bonds is attached
to this Certificate as Schedule A.
For purposes of this Issue Price Certificate, the term “Underwriter” means (1) (i) a
person that agrees pursuant to a written contract with the Issuer (or with the lead
underwriter to form an underwriting syndicate) to participate in the initial sale of the Bonds
to the Public, or (ii) any person that agrees pursuant to a written contract directly or
indirectly with a person described in clause (1)(i) of this paragraph (including a member of
a selling group or a party to a retail distribution agreement participating in the initial sale
of the Bonds to the Public) to participate in the initial sale of the Bonds to the Public, and
(2) any person who has more than 50% common ownership, directly or indirectly, with a
person described in clause (1) of this paragraph.

[Signature Page Follows]
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The undersigned understands that the foregoing information will be relied upon by the
Issuer with respect to certain of the representations set forth in the Federal Tax Certificate and with
respect to compliance with the federal income tax rules affecting the Bonds, and by McCall,
Parkhurst & Horton L.L.P. in connection with rendering its opinion that the interest on the Bonds
is excluded from gross income for federal income tax purposes, the preparation of the Internal
Revenue Service Form 8038-G, and other federal income tax advice that it may give to the Issuer
from time to time relating to the Bonds. Except as expressly set forth above, the certifications set
forth herein may not be relied upon or used by any third party or for any other purpose.
Notwithstanding anything set forth herein, the Purchaser is not engaged in the practice of law and
makes no representation as to the legal sufficiency of the factual matters set forth herein.
EXECUTED and DELIVERED this ____ day of __________, 2020.
RAYMOND JAMES & ASSOCIATES, INC.

By:
Name:
Title:
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SCHEDULE A TO ISSUE PRICE CERTIFICATE
PRICING WIRE OR EQUIVALENT COMMUNICATION
(Attached)
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April 1

CERTIFICATE OF FINANCIAL ADVISOR
CONCERNING SUFFICIENCY OF FUNDS
The undersigned, being an authorized officer of Government Capital Securities Corporation. and serving
as the financial advisor (the "Financial Advisor") to the City of Merkel, Texas (the "City"), hereby
certifies as follows:
1.

This Certificate is given in connection with the refunding and defeasance of obligations
designated as "City of Merkel, Texas, Combination Tax and Waterworks and Sewer System
Surplus Revenue Certificates of Obligation, Series 2009", dated January 1, 2009, maturing on
September 1 in each of the years 2020 through 2048, inclusive, in the aggregate principal amount
of $2,675,000 (the "Refunded Obligations").

2.

The Refunded Obligations will be redeemed in full on April 17, 2020 (the "Redemption Date"),
from a portion of the proceeds of the "City of Merkel, Texas General Obligation Refunding
Bonds, Series 2020" dated April 1, 2020, in the original principal amount of $4,380,000 (the
"Refunding Bonds").

3.

The amounts described in paragraph 4 below will be deposited by the City with the paying agent
and registrar for the Refunded Obligations, being Wells Fargo Bank, National Association (the
"Paying Agent"), on the Redemption Date, to be applied to pay the redemption price of the
Refunded Obligations on the Redemption Date.

4.

The amount of $2,692,650.91, representing the outstanding principal balance of the Refunded
Obligations of $2,675,000.00 plus accrued interest on the Refunded Obligations to the
Redemption Date in the amount of $17,650.91, will be deposited with the Paying Agent on April
17, 2020. Such deposited amount, without reinvestment, is sufficient to redeem the Refunded
Obligations on the Redemption Date.
EXECUTED THIS APRIL 8, 2020.

GOVERNMENT CAPITAL SECURITIES CORPORATION

By:
Title: President

PAYING AGENT/REGISTRAR AGREEMENT
THIS AGREEMENT entered into as of April 1, 2020 (this “Agreement”), by and between
the City of Merkel, Texas (the “Issuer”), and UMB Bank, N.A. (the “Bank”).
RECITALS
WHEREAS, the Issuer has duly authorized and provided for the issuance of its
Combination Tax and Surplus Revenue Certificates of Obligation, Series 2020 (the “Securities”),
such Securities to be issued in fully registered form only as to the payment of principal and interest
thereon; and
WHEREAS, the Securities are scheduled to be delivered to the initial purchasers thereof
as set forth in the Ordinance (hereinafter defined); and
WHEREAS, the Issuer has selected the Bank to serve as Paying Agent/Registrar in
connection with the payment of the principal of, premium, if any, and interest on said Securities
and with respect to the registration, transfer and exchange thereof by the registered owners thereof;
and
WHEREAS, the Bank has agreed to serve in such capacities for and on behalf of the Issuer
and has full power and authority to perform and serve as Paying Agent/Registrar for the Securities;
NOW, THEREFORE, it is mutually agreed as follows:
ARTICLE ONE
APPOINTMENT OF BANK AS
PAYING AGENT AND REGISTRAR
Section 1.01. Appointment.
The Issuer hereby appoints the Bank to serve as Paying Agent with respect to the Securities.
As Paying Agent for the Securities, the Bank shall be responsible for paying on behalf of the Issuer
the principal, premium (if any), and interest on the Securities as the same become due and payable
to the registered owners thereof, all in accordance with this Agreement and the “Ordinance”
(hereinafter defined).
The Issuer hereby appoints the Bank as Registrar with respect to the Securities. As
Registrar for the Securities, the Bank shall keep and maintain for and on behalf of the Issuer books
and records as to the ownership of said Securities and with respect to the transfer and exchange
thereof as provided herein and in the “Ordinance.”
The Bank hereby accepts its appointment, and agrees to serve as the Paying Agent and
Registrar for the Securities.
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Section 1.02. Compensation.
As compensation for the Bank’s services as Paying Agent/Registrar, the Issuer hereby
agrees to pay the Bank the fees and amounts set forth in Schedule A attached hereto for the first
year of this Agreement and thereafter the fees and amounts set forth in the Bank’s current fee
schedule then in effect for services as Paying Agent/Registrar for municipalities, which shall be
supplied to the Issuer on or before 90 days prior to the close of the Fiscal Year of the Issuer, and
shall be effective upon the first day of the following Fiscal Year.
In addition, the Issuer agrees to reimburse the Bank upon its request for all reasonable
extraordinary and out-of-pocket expenses, disbursements and advances incurred or made by the
Bank in accordance with any of the provisions hereof or not anticipated hereunder while acting in
its capacity as Paying Agent/Registrar under this Agreement (including the reasonable
compensation and the expenses and disbursements of its agents and counsel).
ARTICLE TWO
DEFINITIONS
Section 2.01. Definitions.
For all purposes of this Agreement, except as otherwise expressly provided or unless the
context otherwise requires:
“Acceleration Date” on any Security means the date on and after which the principal or
any or all installments of interest, or both, are due and payable on any Security which has become
accelerated pursuant to the terms of the Security.
“Bank Office” means the corporate trust office of the Bank as indicated on the signature
page hereof. The Bank will notify the Issuer in writing of any change in location of the Bank
Office.
“Financial Advisor” means Government Capital Securities Corporation.
“Fiscal Year” means the fiscal year of the Issuer, ending September 30.
“Holder” and “Security Holder” each means the Person in whose name a Security is
registered in the Security Register.
“Issuer Request” and “Issuer Order” means a written request or order signed in the name
of the Issuer by the Mayor or City Secretary of the Issuer, any one or more of said officials,
delivered to the Bank.
“Legal Holiday” means a day on which the Bank is required or authorized to be closed.
“Ordinance” means the ordinance of the governing body of the Issuer pursuant to which
the Securities are issued, certified by the City Clerk of the Issuer or any other officer of the Issuer
and delivered to the Bank.
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“Person” means any individual, corporation, partnership, joint venture, association, joint
stock company, trust, unincorporated organization or government or any agency or political
subdivision of a government.
“Predecessor Securities” of any particular Security means every previous Security
evidencing all or a portion of the same obligation as that evidenced by such particular Security
(and, for the purposes of this definition, any mutilated, lost, destroyed, or stolen Security for which
a replacement Security has been registered and delivered in lieu thereof pursuant to Section 4.06
hereof and the Ordinance).
“Redemption Date” when used with respect to any Security to be redeemed means the date
fixed for such redemption pursuant to the terms of the Ordinance.
“Responsible Officer” when used with respect to the Bank means the Chairman or ViceChairman of the Board of Directors, the Chairman or Vice-chairman of the Executive Committee
of the Board of Directors, the President, any Vice President, the Secretary, any Assistant Secretary,
the Treasurer, any Assistant Treasurer, the Cashier, any Assistant Cashier, any Trust Officer or
Assistant Trust Officer, or any other officer of the Bank customarily performing functions similar
to those performed by any of the above designated officers and also means, with respect to a
particular corporate trust matter, any other officer to whom such matter is referred because of his
knowledge of and familiarity with the particular subject.
“Security Register” means a register maintained by the Bank on behalf of the Issuer
providing for the registration and transfer of the Securities.
“Stated Maturity” means the date specified in the Ordinance the principal of a Security is
scheduled to be due and payable.
Section 2.02. Other Definitions.
The terms “Bank”, “Issuer”, and “Securities (Security)” have the meanings assigned to
them in the recital paragraphs of this Agreement.
The term “Paying Agent/Registrar” refers to the Bank in the performance of the duties and
functions of this Agreement.
ARTICLE THREE
PAYING AGENT
Section 3.01. Duties of Paying Agent.
As Paying Agent, the Bank shall, provided adequate collected funds have been provided to
it for such purpose by or on behalf of the Issuer by no later than 10:00 a.m. Central Time on the
applicable payment date, pay on behalf of the Issuer the principal of each Security at its Stated
Maturity, Redemption Date, or Acceleration Date, to the Holder upon surrender of the Security to
the Bank at the Bank Office.
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As Paying Agent, the Bank shall, , provided adequate collected funds have been provided
to it for such purpose by or on behalf of the Issuer by no later than 10:00 a.m. Central Time on the
applicable payment date, pay on behalf of the Issuer the interest on each Security when due, by
computing the amount of interest to be paid each Holder and preparing and sending checks by
United States Mail, first class postage prepaid, on each payment date, to the Holders of the
Securities (or their Predecessor Securities) on the respective Record Date, to the address appearing
on the Security Register or by such other method, acceptable to the Bank, requested in writing by
the Holder at the Holder’s risk and expense.
Section 3.02. Payment Dates.
The Issuer hereby instructs the Bank to pay the principal of and interest on the Securities
on the dates specified in the Ordinance.
Section 3.03. Reporting Requirements.
To the extent required by the Code or the Treasury Regulations, the Bank shall report, or
assure that a report is made to the Holder and the Internal Revenue Service, any amount of
acquisition premium, interest paid on, original issue discount or adjusted basis of the Securities.
ARTICLE FOUR
REGISTRAR
Section 4.01. Security Register - Transfers and Exchanges.
The Bank agrees to keep and maintain for and on behalf of the Issuer at the Bank Office
books and records (herein sometimes referred to as the “Security Register”) and, if the Bank Office
is located outside the State of Texas, a copy of such books and records shall be kept in the State of
Texas, for recording the names and addresses of the Holders of the Securities, the transfer,
exchange and replacement of the Securities and the payment of the principal of and interest on the
Securities to the Holders and containing such other information as may be reasonably required by
the Issuer and subject to such reasonable regulations as the Issuer and the Bank may prescribe.
All transfers, exchanges and replacement of Securities shall be noted in the Security Register.
Every Security surrendered for transfer or exchange shall be duly endorsed or be
accompanied by a written instrument of transfer, the signature on which has been guaranteed by
an officer of a federal or state bank or a member of the National Association of Securities Dealers,
in form satisfactory to the Bank, duly executed by the Holder thereof or his agent duly authorized
in writing.
The Bank may request any supporting documentation it feels necessary to effect a reregistration, transfer or exchange of the Securities.
To the extent possible and under reasonable circumstances, the Bank agrees that, in relation
to an exchange or transfer of Securities, the exchange or transfer by the Holders thereof will be
completed and new Securities delivered to the Holder or the assignee of the Holder in not more
than three (3) business days after the receipt of the Securities to be canceled in an exchange or
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transfer and the written instrument of transfer or request for exchange duly executed by the Holder,
or his duly authorized agent, in form and manner satisfactory to the Paying Agent/Registrar.
Section 4.02. Certificates.
At any time when the Securities are not subject to a book-entry-only system of registration
and transfer, the Issuer shall provide an adequate inventory of printed Securities to facilitate
transfers or exchanges thereof. The Bank covenants that the inventory of printed Securities will
be kept in safekeeping pending their use, and reasonable care will be exercised by the Bank in
maintaining such Securities in safekeeping, which shall be not less than the care maintained by the
Bank for debt securities of other political subdivisions or corporations for which it serves as
registrar, or that is maintained for its own securities.
Section 4.03. Form of Security Register.
The Bank, as Registrar, will maintain the Security Register relating to the registration,
payment, transfer and exchange of the Securities in accordance with the Bank’s general practices
and procedures in effect from time to time. The Bank shall not be obligated to maintain such
Security Register in any form other than those which the Bank has currently available and currently
utilizes at the time.
The Security Register may be maintained in written form or in any other form capable of
being converted into written form within a reasonable time.
Section 4.04. List of Security Holders.
The Bank will provide the Issuer at any time requested by the Issuer, upon payment of the
required fee, a copy of the information contained in the Security Register. The Issuer may also
inspect the information contained in the Security Register at any time the Bank is customarily open
for business, provided that reasonable time is allowed the Bank to provide an up-to-date listing or
to convert the information into written form.
The Bank will not release or disclose the contents of the Security Register to any person
other than to, or at the written request of, an authorized officer or employee of the Issuer, except
upon receipt of a court order or as otherwise required by law. Upon receipt of a court order and
prior to the release or disclosure of the contents of the Security Register, the Bank will notify the
Issuer so that the Issuer may contest the court order or such release or disclosure of the contents
of the Security Register, provided such court order or lawful request does not prevent the Bank
from providing such notice.
Section 4.05. Return of Canceled Certificates.
The Bank will, at such reasonable intervals as it determines, surrender to the Issuer,
Securities in lieu of which or in exchange for which other Securities have been issued, or which
have been paid.
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Section 4.06. Mutilated, Destroyed, Lost or Stolen Securities.
The Issuer hereby instructs the Bank, subject to the applicable provisions of the Ordinance,
to deliver and issue Securities in exchange for or in lieu of mutilated, destroyed, lost, or stolen
Securities as long as the same does not result in an overissuance.
In case any Security shall be mutilated, or destroyed, lost or stolen, the Bank, in its
discretion, may execute and deliver a replacement Security of like form and tenor, and in the same
denomination and bearing a number not contemporaneously outstanding, in exchange and
substitution for such mutilated Security, or in lieu of and in substitution for such destroyed lost or
stolen Security, only after (i) the filing by the Holder thereof with the Bank of evidence satisfactory
to the Bank of the destruction, loss or theft of such Security, and of the authenticity of the
ownership thereof and (ii) the furnishing to the Bank of indemnification in an amount satisfactory
to hold the Issuer and the Bank harmless. All expenses and charges associated with such
indemnity and with the preparation, execution and delivery of a replacement Security shall be
borne by the Holder of the Security mutilated, or destroyed, lost or stolen.
Section 4.07. Transaction Information to Issuer.
The Bank will, within a reasonable time after receipt of written request from the Issuer,
furnish the Issuer information as to the Securities it has paid pursuant to Section 3.01, Securities it
has delivered upon the transfer or exchange of any Securities pursuant to Section 4.01, and
Securities it has delivered in exchange for or in lieu of mutilated, destroyed, lost, or stolen
Securities pursuant to Section 4.06.
ARTICLE FIVE
THE BANK
Section 5.01. Duties of Bank.
The Bank undertakes to perform the duties set forth herein and agrees to use reasonable
care in the performance thereof. The Bank is authorized to transfer funds relating to the closing
and initial delivery of the Securities in the manner disclosed in the closing memorandum as
prepared by the Issuer's Financial Advisor. The Bank may act on a facsimile or e-mail
transmission of the closing memorandum acknowledged by the Financial Advisor or the Issuer as
the final closing memorandum. The Bank shall not be liable for any losses, costs or expenses
arising directly or indirectly from the Bank's reliance upon and compliance with such instructions.
Section 5.02. Reliance on Documents, Etc.
(a)
The Bank may conclusively rely, as to the truth of the statements and correctness
of the opinions expressed therein, on certificates or opinions furnished to the Bank.
(b)
The Bank shall not be liable for any error of judgment made in good faith by a
Responsible Officer, unless it shall be proved that the Bank was negligent in ascertaining the
pertinent facts.
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(c)
No provisions of this Agreement shall require the Bank to expend or risk its own
funds or otherwise incur any financial liability for performance of any of its duties hereunder, or
in the exercise of any of its rights or powers, if it shall have reasonable grounds for believing that
repayment of such funds or adequate indemnity satisfactory to it against such risks or liability is
not assured to it.
(d)
The Bank may rely and shall be protected in acting or refraining from acting upon
any resolution, certificate, statement, instrument, opinion, report, notice, request, direction,
consent, order, bond, note, security, or other paper or document believed by it to be genuine and
to have been signed or presented by the proper party or parties. Without limiting the generality
of the foregoing statement, the Bank need not examine the ownership of any Securities, but is
protected in acting upon receipt of Securities containing an endorsement or instruction of transfer
or power of transfer which appears on its face to be signed by the Holder or an agent of the Holder.
The Bank shall not be bound to make any investigation into the facts or matters stated in a
resolution, certificate, statement, instrument, opinion, report, notice, request, direction, consent,
order, bond, note, security or other paper or document supplied by Issuer.
(e)
The Bank may consult with counsel, and the written advice of such counsel or any
opinion of counsel shall be full and complete authorization and protection with respect to any
action taken, suffered, or omitted by it hereunder in good faith and in reliance thereon.
(f)
The Bank may exercise any of the powers hereunder and perform any duties
hereunder either directly or by or through agents or attorneys of the Bank.
Section 5.03. Recitals of Issuer.
The recitals contained herein with respect to the Issuer and in the Securities shall be taken
as the statements of the Issuer, and the Bank assumes no responsibility for their correctness.
The Bank shall in no event be liable to the Issuer, any Holder or Holders of any Security,
or any other Person for any amount due on any Security from its own funds.
Section 5.04. May Hold Securities.
The Bank, in its individual or any other capacity, may become the owner or pledgee of
Securities and may otherwise deal with the Issuer with the same rights it would have if it were not
the Paying Agent/Registrar, or any other agent.
Section 5.05. Moneys Held by Bank.
The Bank shall deposit any moneys received from the Issuer into a trust account to be held
in an agency capacity for the payment of the Securities, with such moneys in the account that
exceed the deposit insurance available to the Issuer by the Federal Deposit Insurance Corporation,
to be fully collateralized with securities or obligations that are eligible under the laws of the State
of Texas to secure and be pledged as collateral for trust accounts until the principal and interest on
such securities have been presented for payment and paid to the owner thereof. Payments made
from such trust account shall be made by check drawn on such trust account unless the owner of
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such Securities shall, at its own expense and risk, request such other medium of payment. The
Bank shall be under no liability for interest on any money received by it hereunder.
Subject to the Unclaimed Property Law of the State of Texas, any money deposited with
the Bank for the payment of the principal, premium (if any), or interest on any Security and
remaining unclaimed for three years after the final maturity of the Security has become due and
payable will be paid by the Bank to the Issuer if the Issuer so elects, and the Holder of such Security
shall hereafter look only to the Issuer for payment thereof, and all liability of the Bank with respect
to such monies shall thereupon cease. If the Issuer does not elect, the Bank is directed to report
and dispose of the funds in compliance with Title Six of the Texas Property Code, as amended.
Section 5.06. Indemnification.
To the extent permitted by law, the Issuer agrees to indemnify the Bank (including its
directors, officers and employees) for, and hold it harmless against, any loss, liability, or expense
incurred without negligence or bad faith on its part, arising out of or in connection with its
acceptance or administration of its duties hereunder, including the cost and expense (including its
counsel fees) against any claim or liability in connection with the exercise or performance of any
of its powers or duties under this Agreement. The foregoing indemnities in this paragraph shall
survive the resignation or substitution of the Bank or the termination of this Agreement.
Section 5.07. Interpleader.
The Issuer and the Bank agree that the Bank may seek adjudication of any adverse claim,
demand, or controversy over its person as well as funds on deposit, in either a Federal or State
District Court located in the State and County where the Issuer is located, and agree that service
of process by certified or registered mail, return receipt requested, to the address referred to in
Section 6.03 of this Agreement shall constitute adequate service. The Issuer and the Bank further
agree that the Bank has the right to file a Bill of Interpleader in any court of competent jurisdiction
located in the State and County where the Issuer is located to determine the rights of any Person
claiming any interest herein.
Section 5.08. Depository Trust Company Services.
It is hereby represented and warranted that, in the event the Securities are otherwise
qualified and accepted for “Depository Trust Company” services or equivalent depository trust
services by other organizations, the Bank has the capability and, to the extent within its control,
will comply with the “Operational Arrangements,” effective August 1, 1987, which establishes
requirements for securities to be eligible for such type depository trust services, including, but not
limited to, requirements for the timeliness of payments and funds availability, transfer turnaround
time, and notification of redemptions and calls.
ARTICLE SIX
MISCELLANEOUS PROVISIONS
Section 6.01. Amendment.
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This Agreement may be amended only by an agreement in writing signed by both of the
parties hereto.
Section 6.02. Assignment.
This Agreement may not be assigned by either party without the prior written consent of
the other.
Section 6.03. Notices.
Any request, demand, authorization, direction, notice, consent, waiver, or other document
provided or permitted hereby to be given or furnished to the Issuer or the Bank shall be mailed or
delivered to the Issuer or the Bank, respectively, at the addresses shown on the signature page of
this Agreement.
Section 6.04. Effect of Headings.
The Article and Section headings herein are for convenience only and shall not affect the
construction hereof.
Section 6.05. Successors and Assigns.
All covenants and agreements herein by the Issuer shall bind its successors and assigns,
whether so expressed or not.
Section 6.06. Severability.
In case any provision herein shall be invalid, illegal, or unenforceable, the validity, legality,
and enforceability of the remaining provisions shall not in any way be affected or impaired thereby.
Section 6.07. Benefits of Agreement.
Nothing herein, express or implied, shall give to any Person, other than the parties hereto
and their successors hereunder, any benefit or any legal or equitable right, remedy, or claim
hereunder.
Section 6.08. Entire Agreement.
This Agreement and the Ordinance constitute the entire agreement between the parties
hereto relative to the Bank acting as Paying Agent/Registrar and if any conflict exists between this
Agreement and the Ordinance, the Ordinance shall govern.
Section 6.09. Counterparts.
This Agreement may be executed in any number of counterparts, each of which shall be
deemed an original and all of which shall constitute one and the same Agreement. The transactions
described herein may be conducted and related documents may be sent, received, and stored by
electronic means.
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Section 6.10. Termination.
This Agreement will terminate (i) on the date of final payment of the principal of and
interest on the Securities to the Holders thereof or (ii) may be earlier terminated by either party
upon sixty (60) days written notice; provided, however, an early termination of this Agreement by
either party shall not be effective until (a) a successor Paying Agent/Registrar has been appointed
by the Issuer and such appointment accepted and (b) notice has been given to the Holders of the
Securities of the appointment of a successor Paying Agent/Registrar. Furthermore, the Bank and
Issuer mutually agree that the effective date of an early termination of this Agreement shall not
occur at any time which would disrupt, delay or otherwise adversely affect the payment of the
Securities. The resigning Paying Agent/Registrar may petition any court of competent jurisdiction
for the appointment of a successor Paying Agent/Registrar if an instrument of acceptance by a
successor Paying Agent/Registrar has not been delivered to the resigning Paying Agent/Registrar
within sixty (60) days after the giving of such notice of resignation.

Upon an early termination of this Agreement, the Bank agrees to promptly transfer and
deliver the Security Register (or a copy thereof), together with other pertinent books and records
relating to the Securities, to the successor Paying Agent/Registrar designated and appointed by the
Issuer.
The provisions of Section 1.02 and of Article Five shall survive and remain in full force
and effect following the termination of this Agreement.
Section 6.11. Governing Law.
This Agreement shall be construed in accordance with and governed by the laws of the
State of Texas.
Section 6.12. No Boycott of Israel; Foreign Terrorist Organizations.
(a) The Bank represents and warrants, for purposes of Chapter 2271 of the Texas
Government Code, that at the time of execution and delivery of this Agreement, neither the Bank,
nor any wholly owned subsidiary, majority-owned subsidiary, parent company or affiliate of the
Bank, boycotts Israel. The Bank agrees that, except to the extent otherwise required by applicable
federal law, including, without limitation, 50 U.S.C. Section 4607, neither the Bank, nor any
wholly-owned subsidiary, majority-owned subsidiary, parent company, or affiliate of the Bank,
will boycott Israel during the term of this Agreement. The terms “boycotts Israel” and “boycott
Israel” as used in this clause (A) has the meaning assigned to the term “boycott Israel” in Section
808.001 of the Texas Government Code.
(b) The Bank represents and warrants, for purposes of Subchapter F of Chapter 2252 of
the Texas Government Code, that at the time of execution and delivery of this Agreement neither
the Bank, nor any wholly owned subsidiary, majority-owned subsidiary, parent company or
affiliate of the Bank, (i) engages in business with Iran, Sudan or any foreign terrorist organization
as described in Chapters 806 or 807 of the Texas Government Code, or Subchapter F of Chapter
2252 of the Texas Government Code, or (ii) is a company listed by the Texas Comptroller under
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Sections 806.051, 807.051 or 2252.153 of the Texas Government Code. The term “foreign
terrorist organization” as used in this clause (B) has the meaning assigned to such term in Section
2252.151.
Section 6.13. Certificate of Interested Parties Form 1295.
The Bank represents and warrants that it is exempt from the requirements of Section
2252.908 of the Texas Government Code, as amended, pursuant to subsection (c)(4) thereof, and,
accordingly, the Bank is not required to file a Certificate of Interested Parties Form 1295 otherwise
prescribed thereunder.
[Signature page follows.]
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement as of the day
and year first above written.
UMB BANK, N.A.

By

____________________________________
Vice President

UMB Bank, N.A.
6034 West Courtyard Drive, Suite 370
Austin, Texas 78730
CITY OF MERKEL, TEXAS

By

____________________________________
City Manager, as Pricing Officer

City of Merkel, Texas
315 Commerce Street
Merkel, Texas 79201

Paying Agent/Registrar Agreement
City of Merkel, Texas
General Obligation Refunding Bonds, Series 2020

SCHEDULE A
Fee Schedule
(See attached)

FEES AND EXPENSES
FOR:
$4,300,000
City of Merkel, Texas
General Obligation Refunding Bonds,
Series 2020

Fees for services are as follows:
Acceptance Fee:

WAIVED

A one-time fee payable at closing to cover the review of governing documents, communication with financing team, set-up of
account records and customary duties and responsibilities relating to the closing.

Annual Paying Agent/Registrar Fee:

$500.00

Annual fee to cover the duties and responsibilities of the Paying Agent/Registrar related to the administration of the
transaction including the maintenance of account records on various systems, the monitoring of required compliance items,
payment of debt services and all routine duties as contemplated by the governing documents.
•
•

First year annual fee is payable in advance on the closing date and annually thereafter until termination.
A $300 fee will be billed for Optional Redemptions at the time of service.

Extraordinary Services/ Miscellaneous Fees:
The fees, charges and expenses specified herein are for the typical and customary services as Bond Registrar and Paying
Agent. UMB may also charge for typical out-of-pocket expenses and other expenses connected with paying agent and
registrar services for bond issues of similar size and type such as: postage, supplies, bond redemptions, courier, wire transfer
and long distance telephone. Fees for additional or extraordinary services not now part of the customary services provided,
such as special services during defaults, additional government reporting requirements, or document amendments will be
charged at the then current rates for such services. Extraordinary expenses, such as legal fees and travel expenses, shall be
invoiced to the client based upon the actual out of pocket cost to the Agent/Trustee. UMB reserves the right to renegotiate its
current fee schedule to correspond with changing economic conditions, inflation, and changing requirements relating to the
day to day service delivery. Final acceptance of the appointment is subject to approval of authorized officers of UMB Bank,
N.A. and full review and execution of all documentation related hereto. Fees paid in advance are not subject to proration.
Execution of the governing documents constitutes agreement to the fee schedule noted above.

SIGNATURE IDENTIFICATION, NO LITIGATION AND GENERAL CERTIFICATE
THE STATE OF TEXAS
COUNTY OF TAYLOR
CITY OF MERKEL

§
§
§

We, the undersigned officers of the City of Merkel, Texas (the “Issuer”), hereby certify
that we are executing and delivering this certificate with reference to City of Merkel, Texas
General Obligation Refunding Bonds, Series 2020, dated April 1, 2020, in the principal amount of
$4,380,000 (the “Bonds”). The certifications herein are made this, the 17th day of April, 2020.
Certifications as to Execution of Bonds and Issuer Seal
1.
We officially executed and signed the Bonds with our manual signatures or by
causing facsimiles of our manual signatures to be imprinted or lithographed on the Bonds, and, if
appropriate, we hereby adopt said facsimile signatures as our own, respectively, and declare that
said facsimile signatures constitute our signatures the same as if we had manually signed the
Bonds.
2.
The Bonds are substantially in the form, and have been duly executed and signed
in the manner, prescribed in the ordinance authorizing the issuance of the Bonds.
3.
At the time we so executed and signed the Bonds we were, and at the time of
executing this certificate we are, the duly chosen, qualified and acting officers indicated therein,
and authorized to execute the same.
4.
We have caused the official seal of the Issuer to be impressed, or printed, or
lithographed on the Bonds; and said seal on the Bonds has been duly adopted as, and is hereby
declared to be, the official seal of the Issuer.
Certifications as to Litigation
5.
No litigation of any nature has been filed or is now pending to restrain or enjoin the
issuance or delivery of the Bonds, or that would affect the provision made for the payment or
security thereof, or in any manner questioning the proceedings or authority concerning the issuance
of the Bonds, and so far as we know and believe no such litigation is threatened.
6.
Neither the corporate existence nor boundaries of the Issuer is being contested; no
litigation has been filed or is now pending that would affect the authority of the officers of the
Issuer to issue, execute, sign, and deliver the Bonds; and no authority or proceedings for the
issuance of the Bonds have been repealed, revoked or rescinded.
7.
No litigation of any nature has ever been filed pertaining to, affecting or contesting:
(a) the ordinance that authorized the Bonds; (b) the issuance, delivery, payment, security or
validity of the Bonds; (c) the authority of the governing body and the officers of the Issuer to issue,
execute and deliver the Bonds; (d) the validity of the corporate existence of the Issuer; or (e) the
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current tax rolls of the Issuer; and no litigation is pending pertaining to, affecting, questioning or
contesting the current boundaries of the Issuer.
Certifications as to Organization, Existence and Qualifications of the Issuer
8.
That said Issuer was incorporated, and is now operating and existing under the
general laws of the State of Texas as a Type A municipality, with an Aldermanic form of
government, and that the provisions of Title 28, Revised Civil Statutes of Texas, 1925, as amended,
relating to cities and towns, including particularly Chapters 1 through 10 thereof, are applicable
to, and have been lawfully accepted or adopted by said Issuer, and the Issuer’s population is 2,643.
Certification as to the Issuer’s Tax-Supported Debt
9.
A true and correct schedule of the total outstanding debt and annual debt service
requirements for all of the Issuer’s outstanding debt obligations secured by and payable from ad
valorem taxes is included as Table 7 to the Official Statement dated March 26, 2020 relating to the
Bonds and the Issuer, which table is incorporated herein.
Certification as to the Issuer’s Current Tax Roll
10.
The currently effective ad valorem Tax Rolls of the Issuer are those for the year
2019, being the most recently approved Tax Rolls of the Issuer; that the taxable property in the
Issuer has been assessed as required by law; that the Board of Equalization of the Issuer has
equalized and approved the valuation of taxable property in the Issuer for said year; that the Tax
Assessor of the Issuer has duly verified the aforesaid Tax Rolls, and said Board of Equalization
has finally approved the same; and that the assessed value of taxable property in the Issuer upon
which the annual ad valorem tax of the Issuer has been levied (after deducting the amount of all
exemptions, if any, taken or required to be given under the Constitution and laws of the State of
Texas), according to the aforesaid Tax Rolls for said year, as delivered to the City Secretary of the
Issuer, and finally approved and recorded by the City Council of the Issuer, is $91,700,294.
Certifications as to Refunding
11.
Attached hereto as Exhibit A is a true, full and correct schedule of savings to be
realized from the refunding of the Refunded Obligations.
12.
The Issuer is not in default with respect to the Bonds or the ordinance authorizing
the issuance of the Bonds, or with respect to the Refunded Obligations or the ordinances
authorizing the issuance of the Refunded Obligations.
13.
None of the Refunded Obligations have ever been held in the Interest and Sinking
Funds created in the ordinances authorizing the issuance of the Refunded Obligations.
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Submission of documents to the Attorney General
14.
The initial securities certificate of the Bonds shall be sent to the Office of the
Attorney General of the State of Texas, Public Finance Division (the “Attorney General”), by the
Issuer’s Bond Counsel, McCall, Parkhurst & Horton L.L.P. It is requested that the Attorney
General examine and approve the initial Bond in accordance with law. After such approval, the
Attorney General is requested to deliver the initial Bond to the Comptroller of Public Accounts for
registration.
Authorization of the Attorney General to Execute this Certificates
15.
The Attorney General is hereby authorized and directed to date this Certificate
concurrently with the date of approval of the Bonds. If any litigation or contest should develop
pertaining to the Bonds or any other matters covered by this Certificate, the undersigned will notify
the Attorney General thereof immediately by telephone. With this assurance the Attorney
General can rely on the absence of any such litigation or contest, and on the veracity and currency
of this Certificate, at the time the Bonds are approved, unless the Attorney General is notified
otherwise as aforesaid.
Certification as to Appropriation
16.
The City Council has appropriated lawfully available funds for the payment of the
interest to come due on the Bonds on September 1, 2020.
Miscellaneous
17.
The Issuer has received all required disclosure filings under Section 2252.908 of
the Texas Government Code in connection with the authorization and issuance of the Bonds and
has notified the Texas Ethics Commission (“TEC”) of its receipt of such filings by acknowledging
such filings in accordance with TEC's rules.
18.
With respect to the contracts contained within the transcript of proceedings that are
subject to Section 2252.151, Texas Government Code, none of the counter parties to those
contracts are listed as a “foreign terrorist organization” on the list prepared and maintained by the
Texas Comptroller of Public Accounts under Texas Government Code Sections 806.051, 807.051
or 2252.153.
19.
The Issuer verifies that, pursuant to Section 2271.002 of the Texas Government
Code, that all contracts with a company (as such term is defined in Section 2271.001(2) of the
Texas Government Code) within the transcript of proceedings for the Bonds, includes a written
verification that such company (1) does not “Boycott Israel” (as such term is defined in Section
808.001 of the Texas Government Code) and (2) will not Boycott Israel during the term of such
respective contract.
[Execution Page Follows]
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EXHIBIT “A”
DEBT SERVICE SAVINGS SCHEDULE
(See attached)

SAVINGS
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)

Date
09/30/2020
09/30/2021
09/30/2022
09/30/2023
09/30/2024
09/30/2025
09/30/2026
09/30/2027
09/30/2028
09/30/2029
09/30/2030
09/30/2031
09/30/2032
09/30/2033
09/30/2034
09/30/2035
09/30/2036
09/30/2037
09/30/2038
09/30/2039
09/30/2040
09/30/2041
09/30/2042
09/30/2043
09/30/2044
09/30/2045
09/30/2046
09/30/2047
09/30/2048

Present Value
to 04/17/2020
Savings @ 2.3061708%

Prior
Debt Service

Prior
Receipts

Prior
Net Cash Flow

Refunding
Debt Service

213,633.73
332,784.06
330,944.30
333,951.56
331,554.06
309,011.56
306,189.36
308,260.66
304,972.86
307,547.06
308,729.10
310,564.70
307,008.20
308,316.70
309,201.10
309,691.40
309,788.50
309,491.56
309,800.56
309,628.50
309,015.40
307,961.26
306,467.26
310,531.00
307,849.00
305,726.00
308,117.00
305,761.00
178,874.00

29,806.40

183,827.33
332,784.06
330,944.30
333,951.56
331,554.06
309,011.56
306,189.36
308,260.66
304,972.86
307,547.06
308,729.10
310,564.70
307,008.20
308,316.70
309,201.10
309,691.40
309,788.50
309,491.56
309,800.56
309,628.50
309,015.40
307,961.26
306,467.26
310,531.00
307,849.00
305,726.00
308,117.00
305,761.00
178,874.00

60,783.89
283,300.00
279,700.00
281,100.00
282,350.00
258,450.00
255,150.00
256,850.00
253,400.00
254,950.00
256,350.00
257,600.00
257,400.00
257,000.00
256,400.00
260,600.00
259,400.00
258,000.00
256,400.00
259,600.00
257,400.00
255,000.00
252,400.00
259,600.00
256,200.00
252,600.00
258,800.00
254,400.00
124,800.00

123,043.44
49,484.06
51,244.30
52,851.56
49,204.06
50,561.56
51,039.36
51,410.66
51,572.86
52,597.06
52,379.10
52,964.70
49,608.20
51,316.70
52,801.10
49,091.40
50,388.50
51,491.56
53,400.56
50,028.50
51,615.40
52,961.26
54,067.26
50,931.00
51,649.00
53,126.00
49,317.00
51,361.00
54,074.00

121,744.42
48,317.15
48,882.13
49,254.26
44,829.57
45,005.13
44,390.18
43,689.53
42,824.26
42,670.43
41,521.24
41,020.46
37,557.24
37,957.72
38,158.62
34,678.98
34,777.21
34,722.14
35,179.83
32,210.94
32,466.71
32,545.81
32,460.21
29,878.67
29,601.13
29,744.25
26,977.39
27,444.86
28,225.32

8,811,371.45

29,806.40

8,781,565.05

7,215,983.89

1,565,581.16

1,168,735.79

Savings Summary
PV of savings from cash flow
Plus: Refunding funds on hand

1,168,735.79
1,654.75

Net PV Savings

1,170,390.54

Mar 31, 2020 11:28 am Prepared by Raymond James
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April 17, 2020

THIS IS TO CERTIFY that the City of Merkel, Texas (the "Issuer"), has
submitted the City of Merkel, Texas General Obligation Refunding Bond, Series
2020 (the "Bond"), in the principal amount of $4,380,000 for approval. The Bond
is dated April 1, 2020, numbered T-1, and was authorized by Ordinance No.
02102020 of the Issuer passed on February 10, 2020 (the “Ordinance”).
The Office of the Attorney General has examined the law and such certified proceedings
and other papers as we deem necessary to render this opinion.
As to questions of fact material to our opinion, we have relied upon representations of the
Issuer contained in the certified proceedings and other certifications of public officials furnished
to us without undertaking to verify the same by independent investigation.
We express no opinion relating to any official statement or any other offering material
relating to the Bond.
Based on our examination, we are of the opinion, as of the date hereof and under existing
law, as follows:
(1)

The Bond has been issued in accordance with law and is a valid and binding
obligation of the Issuer.

(2)

In accordance with the provisions of the law, firm banking arrangements have been
made for the discharge and final payment or redemption of the obligations being
refunded upon deposit of an amount sufficient to pay said obligations when due.

(3)

The Bond is payable from the proceeds of an annual ad valorem tax levied, within
the limit prescribed by law, against all taxable property in the Issuer.

Therefore, the Bond is approved.
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City of Merkel, Texas General Obligation Refunding Bond, Series 2020 - $4,380,000
-Page 2__________________________________________________________________________

The Comptroller is instructed that he may register the Bond without the cancellation of the
underlying securities being refunded thereby.

No. 67498
Book No. 2020-B
MAT
* See attached Signature Authorization

Orrick, Herrington & Sutcliffe LLP

609 Main Street
40th Floor
Houston, TX 77002=3106
+1 713 658-6400

April 17, 2020
Raymond James & Associates, Inc.
5847 San Felipe, Suite 4125
Houston, Texas 77057
Re:

orrick.com

Larry Sobel

$4,380,000 City of Merkel, Texas General Obligation Refunding
Bonds, Series 2020
E lsobel@orrick.com
D +1 213 612 2421

Ladies and Gentlemen:
We have acted as counsel for Raymond James & Associates, Inc., (the “Underwriter”) in
connection with your purchase from the City of Merkel, Texas (the “Issuer”) of its General Obligation
Refunding Bonds, Series 2020, in the aggregate principal amount of $ ,380,000 (the “Bonds”), pursuant
to the Purchase Agreement, dated March 31, 2020 (the “Purchase Agreement”), between you and the
Issuer. The Bonds are to be issued pursuant to the ordinance of the City Council of the Issuer, dated
February 10, 2020, and a pricing certificate dated March 31, 2020 authorizing the issuance of the Bonds
(the “Ordinance”). Capitalized terms not otherwise defined herein shall have the meanings ascribed
thereto in the Purchase Agreement.
In that connection, we have reviewed the Ordinance, the official statement of the Issuer, dated
March 31, 2020 with respect to the Bonds (the “Official Statement”), the Purchase Agreement,
certificates of the Issuer and others, and such records and documents, and we have made such
investigations of law, as we have deemed appropriate as a basis for the opinions and conclusions
hereinafter expressed. We do not assume any responsibility for any electronic version of the Official
Statement and assume that any such version is identical in all respects to the printed version.
In arriving at the opinions and conclusions hereinafter expressed, we are not expressing any
opinion or view on, and with your permission are assuming and relying on, without independent
assessment or inquiry, the validity, accuracy and sufficiency of the records, documents, certificates and
opinions referred to above, including the accuracy of all factual matters represented and legal
conclusions contained therein, including (without limitation) any representations and legal conclusions
regarding the valid existence of the Issuer, the due authorization, issuance, delivery, validity and
enforceability of the Bonds and the exclusion of interest thereon from gross income for federal income
tax purposes, and the legality, validity and enforceability of the any laws, documents and instruments
that may be related to the authorization, issuance, payment or security of the Bonds. We have assumed
that all records, documents, certificates and opinions that we have reviewed, and the signatures thereto,
are genuine. Our opinions and conclusions are limited to matters of federal securities laws, and we
assume no responsibility with respect to the applicability or effect of any other laws.
Based on and subject to the foregoing, and in reliance thereon, as of the date hereof, we are of
the following opinions or conclusions:

4149-1704-8099.1

Raymond James & Associates, Inc.
April 17, 2020
Page 2
1.
The Bonds are not subject to the registration requirements of the Securities Act
of 1933, as amended, and the Ordinance is exempt from qualification pursuant to the Trust
Indenture Act of 1939, as amended.
2.
We are not passing upon and do not assume any responsibility for the accuracy,
completeness or fairness of any of the statements contained in the Official Statement and make
no representation that we have independently verified the accuracy, completeness or fairness
of any such statements. In our capacity as your counsel, to assist you in part of your
responsibility with respect to the Official Statement, we participated in conferences with your
representatives and representatives of the Issuer, McCall, Parkhurst & Horton L.L.P., as bond
counsel, Government Capital Securities Corporation, as financial advisor, accountants, and
others, during which the contents of the Official Statement and related matters were discussed.
Based on our participation in the above-mentioned conferences (which did not extend beyond
the date of the Official Statement), and in reliance thereon, on oral and written statements and
representations of the Issuer and others and on the records, documents, certificates, opinions
and matters herein mentioned, we advise you as a matter of fact and not opinion that, during
the course of our representation of you on this matter, no facts came to the attention of the
attorneys in our firm rendering legal services to you in connection with the Official Statement
which caused us to believe that the Official Statement as of its date and as of the date hereof
(except for any CUSIP numbers, financial, forecast, technical and statistical statements and
data included in the Official Statement, appendices and the information about book-entry,
DTC, Cede & Co., underwriters, underwriting, the bond insurance policy, bond insurer,
included or referred to therein or omitted therefrom, which we expressly exclude from the
scope of this paragraph and, as to which no opinion is expressed) contained or contains any
untrue statement of a material fact or omitted or omits to state any material fact necessary to
make the statements therein, in the light of the circumstances under which they were made, not
misleading. No responsibility is undertaken or view expressed with respect to any other
disclosure document, materials or activity, or as to any information from another document or
source referred to by or incorporated by reference in the Official Statement.
We are furnishing this letter to you pursuant to paragraph 7(i)(6) of the Purchase Agreement
solely for your benefit as Underwriter in connection with the original issuance of the Bonds on the date
hereof. We disclaim any obligation to update this letter. This letter is not to be used, circulated, quoted
or otherwise referred to or relied upon for any other purpose or by any other person. This letter is not
intended to, and may not, be relied upon by owners of Bonds or by any other party to whom it is not
specifically addressed.
Very truly yours,
ORRICK, HERRINGTON & SUTCLIFFE LLP
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CLOSING CERTIFICATE
THE STATE OF TEXAS
COUNTY OF TAYLOR
CITY OF MERKEL

§
§
§

We, the undersigned officers of the City of Merkel, Texas (the “Issuer”), hereby certify as
follows:
l. That this certificate is executed for and on behalf of said Issuer with reference to the
issuance of the City of Merkel, Texas General Obligation Refunding Bonds, Series 2020, dated
March 1, 2020, authorized by an ordinance of the City Council of the Issuer adopted on February
10, 2020, initially issued and delivered as a single fully registered bond payable in installments to
the registered owner, but convertible into fully registered bonds in any multiple of $5,000 (the
“Bonds”). Capitalized terms used herein but not defined have the meanings assigned to such terms
in the Purchase Agreement, dated as of March 26, 2020, by and among the Issuer and Raymond
James & Associates, Inc.
2. That, to our best knowledge and belief: (i) all official action of the Issuer relating to the
Bonds, the Issuer Documents and the Official Statement have been duly adopted by the Issuer, are
in full force and effect, and have not been amended, modified, supplemented or repealed; (ii) the
representations and warranties of the Issuer contained in the Purchase Agreement are true and
correct in all material respects on and as of the date of Closing as if made on the date of Closing;
(iii) except as disclosed in the Official Statement, no litigation or proceeding against the Issuer is
pending or, to the best of our knowledge, threatened in any court or administrative body nor is
there a basis for litigation which would (a) contest the right of the council members, officers or
officials of the Issuer to hold and exercise their respective positions, (b) contest the due
organization and valid existence of the Issuer, (c) contest the validity, due authorization and
execution of the Bonds, the Issuer Documents or (d) attempt to limit, enjoin or otherwise prevent
the Issuer from functioning and collecting taxes or revenues, including payments on the Bonds,
pursuant to the Ordinance, and other income or the levy or collection of the taxes pledged or to be
pledged to pay the principal of and interest on the Bonds, or the pledge thereof; (iv) to the best of
our knowledge, no event affecting the Issuer has occurred since the date of the Official Statement
which should be disclosed in the Official Statement for the purpose for which it is to be used or
which it is necessary to disclose therein in order to make the statements and information therein,
in light of the circumstances under which made, not misleading in any respect as of the date of
Closing, and the information contained in the Official Statement is correct in all material respects
and, as of the date of the Official Statement did not, and as of the date of Closing does not, contain
any untrue statement of a material fact or omit to state a material fact required to be stated therein
or necessary to make the statements made therein, in the light of the circumstances under which
they were made, not misleading; and (v) there has not been any material adverse change in the
financial condition of the Issuer since September 30, 2019, the latest date as of which audited
financial information is available.

April 17, 2020

FEDERAL TAX CERTIFICATE

1.

In General.
1.1.

The undersigned is an authorized representative of the City of Merkel, Texas (the "Issuer").

1.2.
This Certificate is executed for the purpose of establishing the reasonable expectations of the
Issuer as to future events regarding the Issuer's General Obligation Refunding Bonds, Series 2020 (the "Bonds").
The Bonds are being issued pursuant to an Ordinance of the Issuer and a Pricing Certificate, each duly adopted
by the Issuer (collectively, the "Ordinance"). The Ordinance is incorporated herein by reference.
1.3.
To the best of the undersigned's knowledge, information and belief, the expectations contained
in this Federal Tax Certificate are reasonable.
1.4.
The undersigned is an officer of the Issuer delegated with the responsibility, among others, of
issuing and delivering the Bonds.
1.5.
The undersigned is not aware of any facts or circumstances that would cause him to question
the accuracy of the representations made by Raymond James & Associates, Inc. (the "Underwriter") in the Issue
Price Certificate attached hereto as Exhibit "D" and with respect to the Schedules attached hereto as Exhibit "E"
and by Government Capital Securities Corporation (the "Financial Advisor") in Subsection 3.2 of this Certificate.
2.

The Purpose of the Bonds and Useful Lives of Projects.

2.1.
The purpose for the issuance of the Bonds, as more fully described in the Ordinance, is to
currently refund the Issuer's Tax and Waterworks and Sewer System Surplus Revenue Certificates of Obligation,
Series 1994 and Combination Tax and Revenue Certificates of Obligation, Series 2008 and 2009 (the
"Outstanding Obligations") and in part, to pay the related expenses of issuing the Bonds. The proceeds of the
Bonds will be used to redeem the Outstanding Obligations within 90 days of the date hereof.
2.2.
The proceeds of the Outstanding Obligations were used for the construction, improvement and
extension of the Issuer's water and wastewater system, including replacement of existing water and sewer lines,
pumping and storage stations, lift stations and associated costs (the "Outstanding Projects"). The Outstanding
Projects remain in service and have not been sold or otherwise disposed of by the Issuer.
2.3.
The Issuer expects that 120 percent of the aggregate useful lives of the Outstanding Projects,
on the later of the date that the Outstanding Projects were placed in service or the date of issuance of the
Outstanding Obligations, will exceed the weighted average maturity of the Bonds.
2.4.
Other than members of the general public, the Issuer expects that throughout the lesser of the
term of the Bonds, or the useful lives of the Outstanding Projects, the only user of the Outstanding Projects has
been or will be the Issuer or the Issuer's employees and agents. The Issuer will be the manager of the Outstanding
Projects. In no event will the proceeds of the Bonds, the Outstanding Obligations, the Outstanding Projects or
facilities financed therewith be used for private business use in an amount greater than $15 million. The Issuer
does not expect to enter into long-term sales of output from the Outstanding Projects, except on the basis of
generally-applicable and uniformly applied rates. The Issuer may apply different rates for different classes of
customers, including volume purchasers, which are reasonable and customary.
2.5.
Except as stated below, the Issuer expects not to sell or otherwise dispose of property
constituting the Outstanding Projects prior to the earlier of the end of such property's useful life or the final
maturity of the Bonds. The Ordinance provides that the Issuer will not sell or otherwise dispose of the
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Outstanding Projects unless the Issuer receives an opinion of nationally-recognized bond counsel that such sale
or other disposition will not adversely affect the tax-exempt status of the Bonds.
2.6.
For purposes of Subsection 2.5 hereof, the Issuer has not included the portion of the
Outstanding Projects comprised of personal property that is disposed in the ordinary course at a price that is
expected to be less than 25 percent of the original purchase price. The Issuer, upon any disposition of such
property, will transfer the receipts from the disposition of such property to the general operating fund and expend
such receipts within six months for other governmental programs.
3.

Yield.

3.1.
As shown in the Schedules attached hereto as Exhibit "E", the Issuer elects to use the issue
price of the Bonds included in the Form 8038-G, based on the Issue Price Certificate attached hereto. The Issuer
will determine the issue price of the Bonds based on (i) the first price at which a substantial amount of each
maturity of the Bonds are sold to the public on the sale date, or (ii) the initial offering prices of any other maturity
of the Bonds separately identified in paragraph (b) of the Issue Price Certificate.
3.2.
The premium paid for bond insurance is solely for the transfer of credit risk for the payment of
debt service on the Bonds. The Financial Advisor has represented, based on its experience, and the market
conditions and other facts existing on the date of sale of the Bonds, that the present value of the premium paid
for bond insurance for each obligation constituting the Bonds to which such premium is properly allocated and
which are insured thereby is less than the present value of the interest reasonably expected to be saved as a result
of the insurance on each obligation constituting the Bonds. The premium has been paid to a person which is not
a user or related to the user of any proceeds of the Bonds. In determining present value for this purpose, the
yield of the Bonds (determined with regard to the payment of the guarantee fee) has been used as the discount
rate.
3.3.
Other than the qualified guarantee referred to in Subsection 3.2 above, the Issuer has not entered
into any qualified guarantee or qualified hedge with respect to the Bonds. The yield on the Bonds will not be
affected by subsequent unexpected events, except to the extent provided in section 1.148-4(h)(3) of the Treasury
Regulations when and if the Issuer enters into a qualified hedge or into any transaction transferring, waiving or
modifying any right that is part of the terms of any bond. The Issuer will consult with nationally recognized
bond counsel prior to entering into any of the foregoing transactions.
4.

Interest and Sinking Fund.

4.1.
A separate and special Interest and Sinking Fund has been created and established, other than
as described herein, solely to pay the principal of and interest on the Bonds (the "Bona Fide Debt Service
Portion"). The Bona Fide Debt Service Portion constitutes a fund that is used primarily to achieve a proper
matching of revenues and debt service within each bond year. Such portion will be completely depleted at least
once each year except for an amount not in excess of the greater of (a) one-twelfth of the debt service on the
Bonds for the previous year, or (b) the previous year's earnings on such portion of the Interest and Sinking
Fund. Amounts deposited in the Interest and Sinking Fund constituting the Bona Fide Debt Service Portion will
be spent within a thirteen-month period beginning on the date of deposit, and any amount received from the
investment of money held in the Interest and Sinking Fund will be spent within a one-year period beginning on
the date of receipt.
4.2.
Any money deposited in the Interest and Sinking Fund and any amounts received from the
investment thereof that accumulate and remain on hand therein after thirteen months from the date of deposit of
any such money or one year after the receipt of any such amounts from the investment thereof shall constitute a
separate portion of the Interest and Sinking Fund. The yield on any investments allocable to the portion of the
Interest and Sinking Fund exceeding the sum of (a) the Bona Fide Debt Service Portion and (b) an amount equal
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to the lesser of five percent of the sale and investment proceeds of the Bonds or $100,000 will be restricted to a
yield that does not exceed the yield on the Bonds.
5.

Transferred Proceeds and Disposition Proceeds.

5.1.
As of the date of this Certificate, all of the amounts received from the sale of the Outstanding
Obligations and the investment earnings thereon have been expended.
5.2.
The Issuer has no reason to believe nor has any expectation that a device has been or will be
employed in connection with the issuance of the Bonds to obtain a material financial advantage (based on
arbitrage) apart from savings attributable to lower interest rates.
6.

Invested Sinking Fund Proceeds, Replacement Proceeds.

6.1.
The Issuer has, in addition to the moneys received from the sale of the Bonds, certain other
moneys that are invested in various funds which are pledged for various purposes. These other funds are not
available to accomplish the purposes described in Section 2 of this Certificate.
6.2.
Other than the Interest and Sinking Fund, there are, and will be, no other funds or accounts
established, or to be established, by or on behalf of the Issuer (a) which are reasonably expected to be used, or
to generate earnings to be used, to pay debt service on the Bonds, or (b) which are reserved or pledged as
collateral for payment of debt service on the Bonds and for which there is reasonable assurance that amounts
therein will be available to pay such debt service if the Issuer encounters financial difficulties. Accordingly,
there are no other amounts constituting "gross proceeds" of the Bonds, within the meaning of section 148 of the
Code.
7.

Other Obligations.

7.1.
There are no other obligations of the Issuer that (a) are sold at substantially the same time as
the Bonds, i.e., within 15 days of the date of sale of the Bonds, (b) are sold pursuant to a common plan of
financing with the Bonds, and (c) will be payable from the same source of funds as the Bonds.
7.2.
The Issuer (including any of its related entities) has not issued nor does it expect to issue any
other tax-exempt obligations during the current calendar year, including certain lease purchase agreements, in
an amount which when aggregated with the Bonds would exceed $10,000,000, within the meaning of section
265(b) of the Code.
8.

Federal Tax Audit Responsibilities.

The Issuer acknowledges that in the event of an examination by the Internal Revenue Service (the
"Service") to determine compliance of the Bonds with the provisions of the Code as they relate to tax-exempt
obligations, the Issuer will respond, and will direct its agents and assigns to respond, in a commercially
reasonable manner to any inquiries from the Service in connection with such an examination. The Issuer
understands and agrees that the examination may be subject to public disclosure under applicable Texas law.
The Issuer acknowledges that this Certificate, including any attachments, does not constitute an opinion of Bond
Counsel as to the proper federal tax or accounting treatment of any specific transaction.
9.

Record Retention and Private Business Use.

The Issuer has covenanted in the Ordinance that it will comply with the requirements of the Code
relating to the exclusion of the interest on the Bonds under section 103 of the Code. The Service has determined
that certain materials, records and information should be retained by the issuers of tax-exempt obligations for
the purpose of enabling the Service to confirm the exclusion of the interest on such obligations under section
103 of the Code. ACCORDINGLY, THE ISSUER SHALL TAKE STEPS TO ENSURE THAT ALL
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MATERIALS, RECORDS AND INFORMATION NECESSARY TO CONFIRM THE EXCLUSION OF
THE INTEREST ON THE BONDS UNDER SECTION 103 OF THE CODE ARE RETAINED FOR THE
PERIODS BEGINNING ON THE RESPECTIVE ISSUE DATE OF THE OUTSTANDING
OBLIGATIONS OR, IN THE CASE OF A SEQUENCE OF REFUNDINGS, THE ISSUE DATE OF THE
OBLIGATIONS ORIGINALLY FINANCING THE OUTSTANDING PROJECTS AND ENDING
THREE YEARS AFTER THE DATE THE BONDS ARE RETIRED. The Issuer acknowledges receipt of
the letters attached hereto as Exhibit "B" which discusses limitations related to private business use and Exhibit
"C" which, in part, discusses specific guidance by the Service with respect to the retention of records relating to
tax-exempt bond transactions.
10.

Rebate to United States.

The Issuer has covenanted in the Ordinance that it will comply with the requirements of the Code,
including section 148(f) of the Code, relating to the required rebate to the United States. Specifically, the Issuer
will take steps to ensure that all earnings on gross proceeds of the Bonds in excess of the yield on the Bonds
required to be rebated to the United States will be timely paid to the United States. The Issuer acknowledges
receipt of the memorandum attached hereto as Exhibit "A" which discusses regulations promulgated pursuant to
section 148(f) of the Code.

[THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK]
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April 17, 2020

The undersigned represents that, to the best of the undersigned's knowledge, information and belief, the
representations contained in Subsection 3.2 of this Federal Tax Certificate are, as of April 17, 2020, accurate
and complete. We understand that the foregoing information will be relied upon by the Issuer with respect to
certain of the representations set forth in this Federal Tax Certificate and by McCall, Parkhurst & Horton L.L.P.
(i) in connection with rendering its opinion to the Issuer that interest on the Bonds is excludable from gross
income thereof for income tax purposes, and (ii) for purposes of completing the IRS Form 8038-G. The
undersigned is certifying only as to facts in existence on the date hereof. Nothing herein represents the
undersigned's interpretation of any laws or the application of any laws to these facts.
GOVERNMENT CAPITAL SECURITIES CORPORATION

By:
Name: Ted Christensen
Title: President

City of Merkel, Texas General Obligation Refunding Bonds, Series 2020

Exhibit "A"
November 1, 2016

ARBITRAGE REBATE REGULATIONS8

The arbitrage rebate requirements set forth in section 148(f) of the Internal Revenue Code of 1986 (the
"Code") generally provide that in order for interest on any issue of bonds 1 to be excluded from gross income
(i.e., tax-exempt) the issuer must rebate to the United States the sum of, (1) the excess of the amount earned on
all "nonpurpose investments" acquired with "gross proceeds" of the issue over the amount which would have
been earned if such investments had been invested at a yield equal to the yield on the issue, and (2) the
earnings on such excess earnings.
On June 18, 1993, the U.S. Treasury Department promulgated regulations relating to the computation
of arbitrage rebate and the rebate exceptions. These regulations, which replace the previously-published
regulations promulgated on May 15, 1989, and on May 18, 1992, are effective for bonds issued after June 30,
1993, have been amended. This memorandum was prepared by McCall, Parkhurst & Horton L.L.P. and
provides a general discussion of these arbitrage rebate regulations, as amended. This memorandum does not
otherwise discuss the general arbitrage regulations, other than as they may incidentally relate to rebate. This
memorandum also does not attempt to provide an exhaustive discussion of the arbitrage rebate regulations and
should not be considered advice with respect to the arbitrage rebate requirements as applied to any individual
or governmental unit or any specific transaction. Any tax advice contained in this memorandum is of a general
nature and is not intended to be used, and should not be used, by any person to avoid penalties under the Code.
McCall, Parkhurst & Horton L.L.P. remains available to provide legal advice to issuers with respect to
the provisions of these tax regulations but recommends that issuers seek competent financial and accounting
assistance in calculating the amount of such issuer's rebate liability under section 148(f) of the Code and in
making elections to apply the rebate exceptions.
Effective Dates
The regulations promulgated on June 18, 1993, generally apply to bonds delivered after June 30, 1993,
although they do permit an issuer to elect to apply the rules to bonds issued prior to that date. The temporary
regulations adopted by the U.S. Treasury Department in 1989 and 1992 incorporated the same effective dates
which generally apply for purposes of section 148(f) of the Code. As such, the previous versions of the rebate
regulations generally applied to bonds issued between August 1986 and June 30, 1993 (or, with an election, to
bonds issued prior to August 15, 1993). The statutory provisions of section 148(f) of the Code, other than the
exception for construction issues, apply to all bonds issued after August 15, 1986, (for private activity bonds)
and August 31, 1986, (for governmental public purpose bonds). The statutory exception to rebate applicable
for construction issues generally applies if such issue is delivered after December 19, 1989.
The regulations provide numerous transitional rules for bonds sold prior to July 1, 1993. Moreover,
since, under prior law, rules were previously published with respect to industrial development bonds and
1

In this memorandum the word "bond" is defined to include any bond, note, certificate, financing
lease or other obligation of an issuer.
__________________
Copyright 2016 by McCall, Parkhurst & Horton L.L.P. All rights reserved.

mortgage revenue bonds, the transitional rules contained in these regulations permit an issuer to elect to apply
certain of these rules for computing rebate on pre-1986 bonds. The regulations provide for numerous elections
which would permit an issuer to apply the rules (other than 18-month spending exception) to bonds which
were issued prior to July 1, 1993 and remain outstanding on June 30, 1993. Due to the complexity of the
regulations, it is impossible to discuss in this memorandum all circumstances for which specific elections are
provided. If an issuer prefers to use these final version of rebate regulations in lieu of the computational
method stated under prior law (e.g., due to prior redemption) or the regulations, please contact McCall,
Parkhurst & Horton L.L.P. for advice as to the availability of such options.
Future Value Computation Method
The regulations employ an actuarial method for computing the rebate amount based on the future
value of the investment receipts (i.e., earnings) and payments. The rebate method employs a two-step
computation to determine the amount of the rebate payment. First, the issuer determines the bond yield.
Second, the issuer determines the arbitrage rebate amount. The regulations require that the computations be
made at the end of each five-year period and upon final maturity of the issue (the "computation dates"). THE
FINAL MATURITY DATE WILL ACCELERATE IN CIRCUMSTANCES IN WHICH THE BONDS
ARE OPTIONALLY REDEEMED PRIOR TO MATURITY. AS SUCH, IF BONDS ARE REFUNDED
OR OTHERWISE REDEEMED, THE REBATE MAY BE DUE EARLIER THAN INITIALLY
PROJECTED. In order to accommodate accurate record-keeping and to assure that sufficient amounts will
be available for the payment of arbitrage rebate liability, however, we recommend that the computations be
performed at least annually. Please refer to other materials provided by McCall, Parkhurst & Horton L.L.P.
relating to federal tax rules regarding record retention.
Under the future value method, the amount of rebate is determined by compounding the aggregate
earnings on all the investments from the date of receipt by the issuer to the computation date. Similarly, a
payment for an investment is future valued from the date that the payment is made to the computation date.
The receipts and payments are future valued at a discount rate equal to the yield on the bonds. The rebatable
arbitrage, as of any computation date, is equal to the excess of the (1) future value of all receipts from
investments (i.e., earnings), over (2) the future value of all payments.
The following example is provided in the regulations to illustrate how arbitrage rebate is computed
under the future value method for a fixed-yield bond:
"On January 1, 1994, City A issues a fixed yield issue and invests all the sale proceeds of
the issue ($49 million). There are no other gross proceeds. The issue has a yield of
7.0000 percent per year compounded semiannually (computed on a 30 day month/360 day
year basis). City A receives amounts from the investment and immediately expends them
for the governmental purpose of the issue as follows:
Date
2/1/1994
4/1/1994
6/1/1994
9/1/1994
7/1/1995

Amount
$ 3,000,000
5,000,000
14,000,000
20,000,000
10,000,000

City A selects a bond year ending on January 1, and thus the first required computation
date is January 1, 1999. The rebate amount as of this date is computed by determining the
future value of the receipts and the payments for the investment. The compounding
interval is each 6-month (or shorter) period and the 30 day month/360 day year basis is
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used because these conventions were used to compute yield on the issue. The future value
of these amounts, plus the computation credit, as of January 1, 1999, is:
Date
1/1/1994
2/1/1994
4/1/1994
6/1/1994
9/1/1994
1/1/1995
7/1/1995
1/1/1996

Receipts (Payments)
($49,000,000)
3,000,000
5,000,000
14,000,000
20,000,000
(1,000)
10,000,000
(1,000)

Rebate amount (01/01/1999)

FY (7.0000 percent)
($69,119,339)
4,207,602
6,932,715
19,190,277
26,947,162
(1,317)
12,722,793
(1,229)
$878,664"

General Method for Computing Yield on Bonds
In general, the term "yield," with respect to a bond, means the discount rate that when used in
computing the present value of all unconditionally due payments of principal and interest and all of the
payments for a qualified guarantee produces an amount equal to the issue price of the bond. The term "issue
price" has the same meaning as provided in sections 1273 and 1274 of the Code. That is, if bonds are publicly
offered (i.e., sold by the issuer to a bond house, broker or similar person acting in the capacity of underwriter
or wholesaler), the issue price of each bond is determined on the basis of the initial offering price to the public
(not to the aforementioned intermediaries) at which price a substantial amount of such bond was sold to the
public (not to the aforementioned intermediaries). The "issue price" is separately determined for each bond
(i.e., maturity) comprising an issue.
The regulations also provide varying periods for computing yield on the bonds depending on the
method by which the interest payment is determined. Thus, for example, yield on an issue of bonds sold with
variable interest rates (i.e., interest rates which are reset periodically based on changes in market) is computed
separately for each computation period ending at least on each five-year anniversary of the delivery date that
the issue. In effect, yield on a variable yield issue is determined on each computation date by "looking back"
at the interest payments for such period.
Yield on a fixed interest rate issue (i.e., an issue of bonds the interest rate on which is determined as of
the date of the issue) is computed over the entire term of the issue. Issuers of fixed-yield issues generally use
the yield computed as of the date of issue for all rebate computations. The yield on fixed-yield issues must be
computed by assuming retirements of principal on a call date earlier than the stated maturity date of a bond if
(1) the bond is sold at a substantial premium, it may be retired within five years of the date of delivery, and
such date is earlier than its scheduled maturity date, or (2) the issue is a stepped-coupon bond. Similarly,
recomputation may occur in circumstances in which the issuer or bondholder modify or waive certain terms of,
or rights with respect to, the issue or in sophisticated hedging transactions. IN SUCH CIRCUMSTANCES,
ISSUERS ARE ADVISED TO CONSULT McCALL, PARKHURST & HORTON L.L.P. TO
ADDRESS THE FEDERAL INCOME TAX CONSEQUENCES OF THESE TRANSACTIONS.
For purposes of determining the principal or redemption payments on a bond, different rules are used
for fixed-rate and variable-rate bonds. The payment is computed separately on each maturity of bonds rather
than on the issue as a whole. In certain circumstances, the yield on the bond is determined by assuming that
principal on the bond is paid as scheduled and that the bond is retired on the final maturity date for the stated
retirement price. For bonds subject to early redemption or stepped-coupon bonds, described above, or for
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bonds subject to mandatory early redemption, the yield is computed assuming the bonds are paid on the early
redemption date for an amount equal to their value.
Premiums paid to guarantee the payment of debt service on bonds are taken into account in computing
the yield on the bond. Payments for guarantees are taken into account by treating such premiums as the
payment of interest on the bonds. This treatment, in effect, raises the yield on the bond, thereby permitting the
issuer to recover such fee with excess earnings.
The guarantee must be an unconditional obligation of the guarantor enforceable by the bondholder for
the payment of principal or interest on the bond or the tender price of a tender bond. The guarantee may be in
the form of an insurance policy, surety bond, irrevocable letter or line of credit, or standby purchase
agreement. Importantly, the guarantor must be legally entitled to full reimbursement for any payment made on
the guarantee either immediately or upon commercially reasonable repayment terms. The guarantor may not
be a co-obligor of the bonds or a user of more than 10 percent of the proceeds of the bonds.
Payments for the guarantee may not exceed a reasonable charge for the transfer of credit risk. This
reasonable charge requirement is not satisfied unless it is reasonably expected that the guarantee will result in a
net present value savings on the bond (i.e., the premium does not exceed the present value of the interest
savings resulting by virtue of the guarantee). If the guarantee is entered into after June 14, 1989, then any fees
charged for the nonguarantee services must be separately stated or the guarantee fee is not recoverable.
The regulations also treat certain "hedging" transactions in a manner similar to qualified guarantees.
"Hedges" are contracts, e.g., interest rate swaps, futures contracts or options, which are intended to reduce the
risk of interest rate fluctuations. Hedges and other financial derivatives are sophisticated and ever-evolving
financial products with which a memorandum, such as this, cannot readily deal.
IN SUCH
CIRCUMSTANCES, ISSUERS ARE ADVISED TO CONSULT McCALL, PARKHURST & HORTON
L.L.P. TO ADDRESS THE FEDERAL INCOME TAX CONSEQUENCES OF THESE
TRANSACTIONS.
Earnings on Nonpurpose Investments
The arbitrage rebate provisions apply only to the receipts from the investment of "gross proceeds" in
"nonpurpose investments." For this purpose, nonpurpose investments are stock, bonds or other obligations
acquired with the gross proceeds of the bonds for the period prior to the expenditure of the gross proceeds for
the ultimate purpose. For example, investments deposited to construction funds, reserve funds (including
surplus taxes or revenues deposited to sinking funds) or other similar funds are nonpurpose investments. Such
investments include only those which are acquired with "gross proceeds." For this purpose, the term "gross
proceeds" includes original proceeds received from the sale of the bonds, investment earnings from the
investment of such original proceeds, amounts pledged to the payment of debt service on the bonds or amounts
actually used to pay debt service on the bonds. The regulations do not provide a sufficient amount of guidance
to include an exhaustive list of "gross proceeds" for this purpose; however, it can be assumed that "gross
proceeds" represent all amounts received from the sale of bonds, amounts earned as a result of such sale or
amounts (including taxes and revenues) which are used to pay, or secure the payment of, debt service for the
bonds. The total amount of "gross proceeds" allocated to a bond generally cannot exceed the outstanding
principal amount of the bonds.

The regulations provide that an investment is allocated to an issue for the period (1) that begins on the
date gross proceeds are used to acquire the investment, and (2) that ends on the date such investment ceases to
be allocated to the issue. In general, proceeds are allocated to a bond issue until expended for the ultimate
purpose for which the bond was issued or for which such proceeds are received (e.g., construction of a bondfinanced facility or payment of debt service on the bonds). Deposit of gross proceeds to the general fund of the
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issuer (or other fund in which they are commingled with revenues or taxes) does not eliminate or ameliorate
the Issuer's obligation to compute rebate in most cases. As such, proceeds commingled with the general
revenues of the issuer are not "freed-up" from the rebate obligation. An exception to this commingling
limitation for bonds, other than private activity bonds, permits "investment earnings" (but not sale proceeds or
other types of gross proceeds) to be considered spent when deposited to a commingled fund if those amounts
are reasonably expected to be spent within six months. Other than for these amounts, issuers may consider
segregating investments in order to more easily compute the amount of such arbitrage earnings by not having
to allocate investments.
Special rules are provided for purposes of advance refundings. These rules are too complex to discuss
in this memorandum. Essentially, the rules relating to refundings, however, do not require that amounts
deposited to the escrow fund to defease the prior obligations of the issuer be subject to arbitrage rebate to the
extent that the investments deposited to the escrow fund do not have a yield in excess of the yield on the
bonds. Any loss resulting from the investment of proceeds in an escrow fund below the yield on the bonds,
however, may be recovered by combining those investments with investments deposited to other funds, e.g.,
reserve or construction funds.
The arbitrage regulations also provide an exception to the arbitrage limitations for the investment of
bond proceeds in tax-exempt obligations. As such, investment of proceeds in tax exempt bonds eliminates the
Issuer's rebate obligation. A caveat; this exception does not apply to gross proceeds derived allocable to a
bond, which is not subject to the alternative minimum tax under section 57(a)(5) of the Code, if invested in
tax-exempt bonds subject to the alternative minimum tax, i.e., "private activity bonds." Such "AMT-subject"
investment is treated as a taxable investment and must comply with the arbitrage rules, including rebate.
Earnings from these tax-exempt investments are subject to arbitrage restrictions, including rebate.
Similarly, the investment of gross proceeds in certain tax-exempt mutual funds are treated as a direct
investment in the tax-exempt obligations deposited in such fund. While issuers may invest in such funds for
purposes of avoiding arbitrage rebate, they should be aware that if "private activity bonds" are included in the
fund then a portion of the earnings will be subject to arbitrage rebate. Issuers should be prudent in assuring
that the funds do not contain private activity bonds.
The arbitrage regulations provide a number of instances in which earnings will be imputed to
nonpurpose investments. Receipts generally will be imputed to investments that do not bear interest at an
arm's-length (i.e., market) interest rate. As such, the regulations adopt a "market price" rule. In effect, this
rule prohibits an issuer from investing bond proceeds in investments at a price which is higher than the market
price of comparable obligations, in order to reduce the yield. Special rules are included for determining the
market price for investment contracts, certificates of deposit and certain U.S. Treasury obligations. For
example, to establish the fair market value of investment contracts a bidding process between three qualified
bidders must be used. The fair market value of certificates of deposit which bear a fixed interest rate and are
subject to an early withdrawal penalty is its purchase price if that price is not less than the yield on comparable
U.S. Treasury obligations and is the highest yield available from the institution. In any event, a basic
"common sense" rule-of-thumb that can be used to determine whether a fair market value has been paid is to
ask whether the general funds of the issuer would be invested at the same yield or at a higher yield. An
exception to this market price rule is available for United States Treasury Obligations - State or Local
Government Series in which case the purchase price is always the market price.
Reimbursement and Working Capital
The regulations provide rules for purposes of determining whether gross proceeds are used for
working capital and, if so, at what times those proceeds are considered spent. In general, issuers can finance
short-term or long-term working capital with tax-exempt bonds. By adopting a "proceeds-spent-last" rule, the
regulations also generally require that an issuer actually incur a deficit (i.e., expenditures must exceed receipts)

5

for the computation period (which generally corresponds to the issuer's fiscal year in the case of short-term
working capital financing). Also, the regulations permit an operating reserve, but unlike prior regulations the
amount of such reserve may not exceed five percent of the issuer's actual working capital expenditures for the
prior fiscal year. A change was made to the regulations in 2016 allows issuers to finance the operating reserve
with proceeds of a tax-exempt obligation. The regulations generally continue the prior regulations’ 13-month
temporary period for short-term working capital financing.
Long-term working capital financings are beyond the scope of this memorandum. In the event longterm working capital financing is needed, issuers are advised to consult McCall, Parkhurst & Horton L.L.P. to
address the federal income tax consequences of these transactions.
Importantly, the regulations contain rules for determining whether proceeds used to reimburse an
issuer for costs paid prior to the date of issue of the obligation, in fact, are considered spent at the time of
reimbursement. These rules apply to an issuer who uses general revenues for the payment of all or a portion of
the costs of a project then uses the proceeds of the bonds to reimburse those general revenues. Failure to
comply with these rules would result in the proceeds continuing to be subject to federal income tax restrictions,
including rebate.
To qualify for reimbursement, a cost must be described in an expression (e.g., resolution, legislative
authorization) evidencing the issuer's intent to reimburse which is made no later than 60 days after the payment
of the cost. Reimbursement must occur no later than 18 months after the later of (1) the date the cost is paid or
(2) the date the project is placed in service. Except for projects requiring an extended construction period or
small issuers, in no event can a cost be reimbursed more than three years after the cost is paid.
Reimbursement generally is not permitted for working capital; only capital costs, grants and loans
may be reimbursed. Moreover, certain anti-abuse rules apply to prevent issuers from avoiding the limitations
on refundings. IN CASES INVOLVING WORKING CAPITAL OR REIMBURSEMENT, ISSUERS ARE
ADVISED TO CONTACT McCALL, PARKHURST & HORTON L.L.P. TO ADDRESS THE FEDERAL
INCOME TAX CONSEQUENCES OF THE TRANSACTION.
Rebate Payments
Rebate payments generally are due 60 days after each installment computation date. The interim
computation dates occur each fifth anniversary of the issue date. The final computation date is on the latest of
(1) the date 60 days after the date the issue of bonds is no longer outstanding, (2) the date eight months after
the date of issue for certain short-term obligations (i.e., obligations retired within three years), or (3) the date
the issuer no longer reasonably expects any spending exception, discussed below, to apply to the issue. On
such payment dates, other than the final payment date, an issuer is required to pay 90 percent of the rebatable
arbitrage to the United States. On the final payment date, an issuer is required to pay 100 percent of the
remaining rebate liability.
Failure to timely pay rebate does not necessarily result in the loss of tax-exemption. Late payments,
however, are subject to the payment of interest, and unless waived, a penalty of 50 percent (or, in the case of
private activity bonds, other than qualified 501(c)(3) bonds, 100 percent) of the rebate amount which is due.
IN SUCH CIRCUMSTANCES, ISSUERS ARE ADVISED TO CONSULT McCALL, PARKHURST &
HORTON L.L.P. TO ADDRESS THE FEDERAL INCOME TAX CONSEQUENCES OF THESE
TRANSACTIONS.
Rebate payments are refundable. The issuer, however, must establish to the satisfaction of the
Commissioner of the Internal Revenue Service that the issuer paid an amount in excess of the rebate and that
the recovery of the overpayment on that date would not result in additional rebatable arbitrage. An
overpayment of less than $5,000 may not be recovered before the final computation date.
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Alternative Penalty Amount
In certain cases, an issuer of a bond the proceeds of which are to be used for construction may elect to
pay a penalty, in lieu of rebate. The penalty may be elected in circumstances in which the issuer expects to
satisfy the two-year spending exception which is more fully described under the heading "Exceptions to
Rebate." The penalty is payable, if at all, within 60 days after the end of each six-month period. This is more
often than rebate. The election of the alternative penalty amount would subject an issuer, which fails the twoyear spend-out requirements, to the payment of a penalty equal to one and one-half of the excess of the amount
of proceeds which was required to be spent during that period over the amount which was actually spent
during the period.
The penalty has characteristics which distinguish it from arbitrage rebate. First, the penalty would be
payable without regard to whether any arbitrage profit is actually earned. Second, the penalty continues to
accrue until either (1) the appropriate amount is expended or (2) the issuer elects to terminate the penalty. To
be able to terminate the penalty, the issuer must meet specific requirements and, in some instances, must pay
an additional penalty equal to three percent of the unexpended proceeds.
Exceptions to Rebate
The Code and regulations provide certain exceptions to the requirement that the excess investment
earnings be rebated to the United States.
a. Small Issuers. The first exception provides that if an issuer (together with all subordinate issuers)
during a calendar year does not issue tax-exempt bonds 2 in an aggregate face amount exceeding $5 million,
then the obligations are not subject to rebate. Only issuers with general taxing powers may take advantage of
this exception. Subordinate issuers are those issuers which derive their authority to issue bonds from the same
issuer, e.g., a city and a health facilities development corporation, or which are controlled by the same issuer,
e.g., a state and the board of a public university. In the case of bonds issued for public school capital
expenditures, the $5 million cap may be increased to as much as $15 million. For purposes of measuring
whether bonds in the calendar year exceed these dollar limits, current refunding bonds can be disregarded if
they meet certain structural requirements. Please contact McCall, Parkhurst & Horton L.L.P. for further
information.
b. Spending Exceptions.
Six-Month Exception. The second exception to the rebate requirement is available to all tax-exempt
bonds, all of the gross proceeds of which are expended during six months. The six month rule is available to
bonds issued after the effective date of the Tax Reform Act of 1986. See the discussion of effective dates on
page two. For this purpose, proceeds used for the redemption of bonds (other than proceeds of a refunding
bond deposited to an escrow fund to discharge refunded bonds) cannot be taken into account as expended. As
such, bonds with excess gross proceeds generally cannot satisfy the second exception unless the amount does
not exceed the lesser of five percent or $100,000 and such de minimis amount must be expended within one
year.
Certain gross proceeds are not subject to the spend-out requirement, including amounts deposited to a
bona fide debt service fund, to a reserve fund and amounts which become gross proceeds received from
purpose investments. These amounts themselves, however, may be subject to rebate even though the
originally expended proceeds were not.
2

For this purpose, "private activity bonds" neither are afforded the benefit of this exception nor
are taken into account for purposes of determining the amount of bonds issued.
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The Code provides a special rule for tax and revenue anticipation notes (i.e., obligations issued to pay
operating expenses in anticipation of the receipt of taxes and other revenues). Such notes are referred to as
TRANs. To determine the timely expenditure of the proceeds of a TRAN, the computation of the "cumulative
cash flow deficit" is important. If the "cumulative cash flow deficit" (i.e., the point at which the operating
expenditures of the issuer on a cumulative basis exceed the revenues of the issuer during the fiscal year) occurs
within the first six months of the date of issue and must be equal to at least 90 percent of the proceeds of the
TRAN, then the notes are deemed to satisfy the exception. This special rule requires, however, that the deficit
actually occur, not that the issuer merely have an expectation that the deficit will occur. In lieu of the statutory
exception for TRANs, the regulations also provide a second exception. Under this exception, 100 percent of
the proceeds must be spent within six months, but before note proceeds can be considered spent, all other
available amounts of the issuer must be spent first ("proceeds-spent-last" rule). In determining whether all
available amounts are spent, a reasonable working capital reserve equal to five percent of the prior year's
expenditures may be set aside and treated as unavailable.
18-Month Exception. The regulations also establish a non-statutory exception to arbitrage rebate if all
of the gross proceeds (including investment earnings) are expended within 18 months after the date of issue.
Under this exception, 15 percent of the gross proceeds must be expended within a six-month spending period,
60 percent within a 12-month spending period and 100 percent within an 18-month spending period. The rule
permits an issuer to rely on its reasonable expectations for computing investment earnings which are included
as gross proceeds during the first and second spending period. A reasonable retainage not to exceed five
percent of the sale proceeds of the issue is not required to be spent within the 18-month period but must be
expended within 30 months. Rules similar to the six-month exception relate to the definition of gross
proceeds.
Two Year Exception. Bonds issued after December 19, 1989 (i.e., the effective date of the Omnibus
Reconciliation Act of 1989), at least 75 percent of the net proceeds of which are to be used for construction,
may be exempted from rebate if the gross proceeds are spent within two years. Bonds more than 25 percent of
the proceeds of which are used for acquisition or working capital may not take advantage of this exception.
The exception applies only to governmental bonds, qualified 501(c)(3) bonds and private activity bonds for
governmentally-owned airports and docks and wharves. The two-year exception requires that at least 10
percent of the available construction proceeds must be expended within six months after the date of issue, 45
percent within 12 months, 75 percent within 18 months and 100 percent within 24 months. The term
"available construction proceeds" generally means sale proceeds of the bonds together with investment
earnings less amounts deposited to a qualified reserve fund or used to pay costs of issuance. Under this rule, a
reasonable retainage not to exceed five percent need not be spent within 24 months but must be spent within 36
months.
The two-year rule also provides for numerous elections which must be made not later than the date of
issuance of the bonds. Once made, the elections are irrevocable. Certain elections permit an issuer to bifurcate
bond issues, thereby treating only a portion of the issue as a qualified construction bond; and, permit an issuer
to disregard earnings from reserve funds for purposes of determining "available construction proceeds."
Another election permits an issuer to pay the alternative penalty amount discussed above in lieu of rebate if the
issuer ultimately fails to satisfy the two-year rule. Issuers should discuss these elections with their financial
advisors prior to issuance of the bonds. Of course, McCall, Parkhurst & Horton L.L.P. remains available to
assist you by providing legal interpretations thereof.
Debt Service Funds. Additionally, an exception to the rebate requirement, whether or not any of the
previously discussed exceptions are available, applies for earnings on "bona fide debt service funds." A "bona
fide debt service fund" is one in which the amounts are expended within 13 months of the accumulation of
such amounts by the issuer. In general, most interest and sinking funds (other than any excess taxes or
revenues accumulated therein) satisfy these requirements. For private activity bonds, short term bonds (i.e.,
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have a term of less than five years) or variable rate bonds, the exclusion is available only if the gross earnings
in such fund does not exceed $100,000, for the bond year. For other bonds issued after November 11, 1988,
no limitation is applied to the gross earnings on such funds for purposes of this exception. Therefore, subject
to the foregoing discussion, the issuer is not required to take such amounts into account for purposes of the
computation.
Conclusion
McCall, Parkhurst & Horton L.L.P. hopes that this memorandum will prove to be useful as a general
guide to the arbitrage rebate requirements.
Again, this memorandum is not intended as an exhaustive discussion nor as specific advice with
respect to any specific transaction. We advise our clients to seek competent financial and accounting
assistance. Of course, we remain available to provide legal advice regarding all federal income tax matters,
including arbitrage rebate. If you have any questions, please feel free to contact either Harold T. Flanagan or
Stefano Taverna at (214) 754-9200.
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EXHIBIT "B"

January 1, 2018
Certain Federal Income Tax Considerations for
Private Business Use of Bond-Financed Facilities
This memorandum provides a general discussion of those types of contractual
arrangements which give rise to private business use, and to what extent that use rises to a
prohibited level. Generally, in order for bonds issued by governmental units to be tax-exempt,
no more than a de minimis amount of the proceeds of the bonds or the facilities financed with
such proceeds may be used by non-governmental users. That is, there may be no more than an
incidental use by persons, other than state or local governments. Too much private business use
can cause the bonds to become taxable. Private business use for this purpose can be direct or can
result from indirect benefits being conveyed to a private person by contractual arrangement. The
following discussion describes, in general terms, those types of arrangements which need to be
scrutinized.
We hope that this general guideline will be useful to you in interacting with private
parties regarding the use of bond proceeds or bond-financed facilities. While the statements
contained herein are not intended as advice with regard to any specific transaction, McCall,
Parkhurst & Horton L.L.P. remains available should you have questions about these rules. Any
tax advice contained in this memorandum, including any attachments, was not intended or
written to be used for the purpose of avoiding federal tax related penalties or promoting,
marketing or recommending to another party any transaction or matter addressed herein. If you
have any specific questions or comments, please feel free to contact Stefano Taverna or Harold
T. Flanagan at (214) 754-9200.
I.

Private Business Use

Arrangements that involve use in a trade or business by a nongovernmental person of
bond proceeds or facilities financed with bond proceeds may cause a "private business use"
problem. Bond-financed facilities may be used by a variety of people with differing
consequences under these rules. For example, students, teachers, employees and the general
public may use bond-financed facilities on a non-exclusive basis without constituting private
business use. More problematic, however, is use of bond-financed facilities by groups such as
managers, lessees (e.g., book store owners), persons providing services (e.g., food or cleaning),
seminar groups, sports and entertainment groups, and even alumni associations. The benefits
also may be considered to pass to a private person where the right to the output produced by the
facility is transferred. For this purpose, the federal government is considered a nongovernmental person. Use by an organization organized under section 501(c)(3) of the Internal
Revenue Code in a trade or business unrelated to the exempt purpose of such organization also is
considered use by a private person.
The term "use" includes both actual and beneficial use. As such, private business use
may arise in a variety of ways. For example, ownership of a bond-financed facility by a nongovernmental person is private business use. The leasing of a bond-financed facility by a nongovernmental person can also cause a private business use problem. Along the same line,

management of such facilities by a non-governmental person can cause a problem with private
business use, absent compliance with the management contract rules discussed below.
Essentially, such use can occur in connection with any arrangement in which the nongovernmental user has a preference to benefit from the proceeds or the facilities. Therefore, any
arrangement which results in a non-governmental person being the ultimate beneficiary of the
bond financing must be considered.
1.
Sales and Leases. The sale of a bond-financed facility to a non-governmental
person would cause a private business use problem if that facility involved the use of more than
10 percent of the bond proceeds. Since state law often prohibits a governmental issuer from
lending credit, this circumstance generally does not occur. Leases, however, also could be a
problem because such arrangements grant a possessory interest in the facility which results in the
lessee receiving a right to use the facility which is superior to members of the general public.
2.
Management Contracts. Having a private manager will give rise to private
business use unless certain terms of the management agreement demonstrate that beneficial use
has not been passed to the manager. These factors relate to the compensation arrangements,
contract term, cancellation provisions, and the relationship of the parties.
The tax rules provide that a contract that satisfies certain requirements is treated as a
contract that does not give rise to private use of facilities financed with tax-exempt bonds
(“Qualified Contract”). Additionally, certain arrangements that qualify as an eligible expense
reimbursement arrangement do not give rise to private use.
A Qualified Contract is one that meets all of the following requirements:
i. Compensation paid to the private manager must be reasonable;
ii. The private manager cannot receive a share of “net profits” from the operation of the
managed property;
iii. The private manager cannot share in the net losses resulting from the operation of the
managed property;
iv. The contract’s term cannot exceed 30 years or 80 percent of the weighted average
reasonably expected economic life of the managed property, if less;
v. The governmental owner must exercise a significant degree of control over the actual
use of the managed property;
vi. The governmental owner must retain the risk of loss (for example, in cases of
catastrophic events); and
vii. The private manager cannot take an inconsistent tax position from the position taken
by the governmental owner nor can it retain substantial ability to limit the governmental owner’s
control rights.
Various factors must be evaluated when drafting a contract to ensure it meets this new
safe-harbor, including the eligibility for, the amount of, and the timing of, compensation
payments to the private manager, as well as the amount and contingency of, and the timing of
operational losses borne by the private manager. Penalties for the inability to meet certain
benchmarks are allowed, so long as they are determinable in a stated dollar amount, or a multiple
thereof. Similarly, incentive compensations or bonuses are permissible, even if measured against
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standards of quality of services, performance or productivity, so long as they are not based on the
net profits from the management of the bond financed property.

An owner’s control is significant so long as it retains control over the budget, the type of
expenditures, dispositions of bond financed property and control over the general nature and type
of use of those assets.
The tax rules also provide owner's flexibility when structuring compensation
arrangements with private managers (which could include fixed, per capita, per unit or any other
variable compensation arrangement and terms that could be as long as 30 years), as long as the
term of the contract does not exceed the allowable term, including all renewal options, the owner
retains significant controls over the venture, the compensation is reasonable and there is no
sharing of net profit or net losses with the private manger.
3.
Cooperative Research Agreements. A cooperative research agreement with a
private sponsor whereby the private party uses bond-financed facilities may cause a private
business use problem. Nevertheless, such use of a bond-financed facility by a non-governmental
person is to be disregarded for purposes of private business use if the arrangement is in one of the
following forms. First, the arrangement may be disregarded if the sponsoring party is required to
pay a competitive price for any license or other use of resulting technology, and such price must
be determined at the time the technology is available. Second, an arrangement may also qualify
if a four-part requirement is met: (1) multiple, unrelated industry sponsors must agree to fund
university-performed basic research; (2) the university must determine the research to be
performed and the manner in which it is to be performed; (3) the university must have exclusive
title to any patent or other product incidentally resulting from the basic research; and
(4) sponsors must be limited to no more than a nonexclusive, royalty-free license to use the
product of any such research.
4.
Output Contracts. In some circumstances, private business use arises by virtue
of contractual arrangements in which a governmental unit agrees to sell the output from a bondfinanced facility to a non-governmental person. If the non-governmental person is obligated to
take the output or to pay for output even if not taken, then private business use will arise. This is
because the benefits and burdens of the bond-financed facility are considered as inuring to the
non-governmental purchaser. In addition to the general rule, output-type facilities, including
electric and gas generation, transmission and related facilities (but not water facilities) are further
limited in the amount of private business use which may be permitted. If more than 5 percent of
the proceeds are used for output facilities and if more than 10 percent of the output is sold
pursuant to an output arrangement, then the aggregate private business use which may result (for
all bond issues) is $15,000,000.
II.

How Much Private Business Use is Too Much?

In general, there is too much private business use if an amount in excess of 10 percent of
the proceeds of the bond issue are to be used, directly or indirectly, in a trade or business carried
on by persons other than governmental units, and other than as members of the general public.
All trade or business use by persons on a basis different than that of the general public is
aggregated for the 10 percent limit. Private business use is measured on a facility or bond issue
basis. On a facility basis, such use is generally measured by relative square footage, fair market
rental value or the percentage of cost allocable to the private use. On a bond issue basis, the
proceeds of the bond issue are allocated to private and governmental (or public) use of the
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facility to determine the amount of private business use over the term of the bond issue.
Temporary use is not necessarily "bad" (i.e, private use) even though it results in more than 10
percent of the facility being so used. For example, if 100 percent of a facility is used for a period
equal to five percent of the term of the bond such use may not adversely impact the bonds. The
question is whether the benefits and burdens of ownership have transferred to the private user, as
in the case of a sale, lease or management contract. If these benefits and burdens have not
transferred, such use may be disregarded for purposes of private business use. In no event should
private business use exceed $15,000,000.
In addition, if the private use is considered "unrelated or disproportionate" to the
governmental purpose for issuance of the bonds, the private business use test is met if the level of
the prohibited private use rises to 5 percent. The "unrelated" question turns on the operational
relationship between the private use and use for the governmental purpose. In most cases, a
related use facility must be located within or adjacent to the related governmental facility, e.g., a
privately-operated school cafeteria would be related to the school in which it is located.
Whereas, the use of a bond-financed facility as an administrative office building for a catering
company that operates cafeterias for a school system would not be a related use of bond
proceeds. Nonetheless, even if a use is related, it is disproportionate to the extent that bond
proceeds used for the private use will exceed proceeds used for the related governmental use.
III.

When are the tests applied to analyze the qualification of a bond?

A bond is tested both (1) on the date of issue, and (2) over the term. The tests are
applied to analyze the character of the bond on the date of issue, based on how the issuer expects
to use the proceeds and the bond-financed property. This is known as the "reasonable
expectations" standard. The tests also continuously are applied during the term of the bonds to
determine whether there has been a deviation from those expectations. This is known as the
"change of use" standard. When tested, bonds are viewed on an "issue-by-issue" basis.
Generally, bonds secured by the same sources of funds are part of the same "issue" if they are
sold within 15 days of one another.
IV.

What is the reasonable expectations standard?

The reasonable expectations standard will be the basis on which McCall, Parkhurst &
Horton L.L.P., as bond counsel, will render the federal income tax opinion on the bonds. The
statement of expectations will be incorporated into the Federal Tax Certificate, previously
referred to as the Federal Tax Certificate. The certificate also will contain information about the
amounts to be expended on different types of property, e.g., land, buildings, equipment, in order
to compute a weighted useful life of the bond-financed property. Based on the information on
useful life, the maximum weighted average maturity of the bonds tested to ensure that is
restricted to no more than 120 percent of the useful life of the property being financed or
refinanced.
V.

Change of Use Standard.

The disqualified private business use need not exist on the date of issue. Subsequent use
by non-governmental persons also can cause a loss of tax-exemption. Post-issuance "change of
use" of bond-financed facilities could result in the loss of the tax-exempt status of the bonds,
unless certain elements exist which demonstrate the change was unforeseen. For this purpose, a
change in use includes a failure to limit private business use subsequent to the date of issuance of
the bonds. A reasonable expectation element requires that, as of the date of issue of the bonds,
the governmental unit reasonably have expected to use the proceeds of the issue for qualified
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facilities for the entire term of the issue. To fall within the safe harbor rules which avoid loss of
tax-exempt status the governmental unit must assure that no circumstances be present which
indicate an attempt to avoid directly or indirectly the requirements of federal income tax law.
Finally, the safe harbor requires that the governmental unit take remedial action that
would satisfy one of the following provisions: redemption of bonds; alternative use of
disposition proceeds of a facility that is financed by governmental bonds; or, alternative use of a
facility that is financed by governmental bonds. For purposes of the latter two remedial action
provisions, the governmental unit has 90 days from the date of the change of use to satisfy the
requirements. In addition, there is an exception for small transactions for dispositions at a loss.
VI.

Written Procedures.

Each governmental issuer should establish written procedures to assure continuing
compliance with the private use and arbitrage limitations imposed by the Code. Moreover, the
Internal Revenue Service ("IRS") is asking issuers to state in a bond issue’s informational return
(such an 8038-G) whether such post-issuance procedures have been adopted. The federal tax
certificate, together with the attached memoranda and bond covenants can be supplemented by
standard written practices adopted by the executive officer or legislative bodies of the issuer.
Accordingly, our firm is prepared to advise you with respect to additional practices which we
believe would be beneficial in monitoring compliance and taking remedial action in cases of
change in use. There is no standard uniform practice for all issuers to adopt because each issuer
operates in unique fashion. However, if you wish us to assist you in developing practices which
might assist you in complying with the viewpoints expressed by the IRS and its personnel, please
contact your bond lawyer at McCall, Parkhurst & Horton LLP.
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March 31, 2020
Mr. Steve Campbell
City Manager
City of Merkel, Texas
100 Kent Street
Merkel, Texas 79536
Re:

City of Merkel, Texas
General Obligation Refunding Bonds, Series 2020

Dear Mr. Campbell:
As you know, the City of Merkel, Texas (the "Issuer") will issue the captioned bonds in order to provide
for the refunding, in advance of their maturities, of portions of bonds previously issued by the Issuer. As a result
of that issuance, the federal income tax laws impose certain restrictions on the investment and expenditure of
amounts to be deposited to the interest and sinking fund for the captioned bonds. The purpose of this letter is to
set forth, in somewhat less technical language, those provisions of the tax law which require the timely use of
bond proceeds and that investment of these amounts be at a yield which is not higher than the yield on the
captioned bonds. For this purpose, please refer to line 21(e) of the Form 8038-G included in the transcript of
proceedings for the yield on the captioned bonds. Please note that the Form 8038-G has been prepared based on
the information provided by or on your behalf by your financial advisor. Accordingly, while we believe that the
information is correct you may wish to have the yield confirmed before your rebate consultant or the paying
agent attempt to rely on it.
The Issuer has determined that there are no unexpended original and investment proceeds of the
outstanding obligations deposited to the capital projects fund.
Generally, the federal tax laws provide that, unless excepted, amounts to be used for the projects or to
be deposited to the interest and sinking fund must be invested in obligations the combined yield on which does
not exceed the yield on the bonds. Importantly, for purposes of administrative convenience, the bonds, however,
have been structured in such a way as to avoid, for the most part, this restriction on investment yield. They also
contain certain covenants relating to expenditures of proceeds designed to alert you to unintentional failures to
comply with the laws affecting expenditures of proceeds and dispositions of property.
First, the interest and sinking fund is made up of amounts which are received annually for the payment
of current debt service on all the Issuer's outstanding obligations. Any taxes or revenues deposited to the interest
and sinking fund which are to be used for the payment of current debt service on the captioned bonds, or any
other outstanding obligations, are not subject to yield restriction. By definition, current debt service refers only
to debt service to be paid within one year of the date of receipt of these amounts. For the most part, this would
be debt service in the current fiscal year. These amounts deposited to the account for current debt service may
be invested without regard to any constraint imposed by the federal income tax laws.
Second, a portion of the interest and sinking fund is permitted to be invested without regard to yield
restriction as a "minor portion." The "minor portion" exception is available for de minimis amounts of taxes or

revenues deposited to the interest and sinking fund. The maximum amount that may be invested as part of this
account may not exceed the lesser of five percent of the principal amount of the bonds or $100,000.
Accordingly, you should review the current balance in the interest and sinking fund in order to determine
if such balance exceeds the aggregate amounts discussed above. Additionally, in the future it is important that
you be aware of these restrictions as additional amounts are deposited to the interest and sinking fund. The
amounts in this fund which are subject to yield restriction would only be the amounts which are in excess of the
sum of (1) the current debt service account and (2) the "minor portion" account. Moreover, to the extent that
additional bonds are issued by the Issuer, whether for new money projects or for refunding, these amounts will
change in their proportion.
As of January 1, 2018, tax-exempt bonds cannot be issued to advance refund another bond. While
certain exceptions may apply, an advance refunding bond is one the proceeds of which are generally used to pay
principal, interest or premium on another issue of bonds more than 90 days after the issue date of the refunding
bond. The Issuer should not use any proceeds of the bonds for the payment of principal, interest or
premium on another issue of bonds without first discussing with Bond Counsel.
The Ordinance contains covenants that require the Issuer to comply with the requirements of the federal
tax laws relating to the tax-exempt obligations. The Internal Revenue Service (the "Service") has determined
that certain materials, records and information should be retained by the issuers of tax-exempt obligations for
the purpose of enabling the Service to confirm the exclusion of the interest on such obligations under the Internal
Revenue Code. Accordingly, the Issuer should retain such materials, records and information for the
periods beginning on the respective issue date of the outstanding obligations, or, in the case of a sequence
of refundings, the issue date of the obligations originally financing the refinanced projects and ending
three years after the date the captioned bonds are retired. Please note this federal tax law standard may
vary from state law standards. The material, records and information required to be retained will generally be
contained in the transcript of proceedings for the captioned bonds, however, the Issuer should collect and retain
additional materials, records and information to ensure the continued compliance with federal tax law
requirements. For example, beyond the transcript of proceedings for the bonds, the Issuer should keep schedules
evidencing the expenditure of bond proceeds, documents relating to the use of bond-financed property by
governmental and any private parties (e.g., leases and management contracts, if any) and schedules pertaining
to the investment of bond proceeds. In the event that you have questions relating to record retention, please
contact us.
The Service also wants some assurance that any failure to comply with the federal tax laws was not due
to an issuer’s intentional disregard or gross neglect of the responsibilities imposed on it by the federal tax laws.
Therefore, to ensure post-issuance compliance, an issuer should consider adopting formalized written guidelines
to help the issuer perform diligence reviews at regular intervals. The goal is for issuers to be able to timely
identify and resolve violations of the laws necessary to maintain their obligations’ tax-favored status. While the
federal tax certificate, together with its attachments, may generally provide a basic written guideline when
incorporated in an organizations’ operations, the extent to which an organization has appropriate written
compliance procedures in place is to be determined on a case-by-case basis Moreover, the Service has indicated
that written procedures should identify the personnel that adopted the procedures, the personnel that is
responsible for monitoring compliance, the frequency of compliance check activities, the nature of the
compliance check activities undertaken, and the date such procedures were originally adopted and subsequently
updated, if applicable. The Service has stated that the adoption of such procedures will be a favorable factor that
the Service will consider when determining the amount of any penalty to be imposed on an issuer in the event
of an unanticipated and non-curable failure to comply with the tax laws.
Finally, you should notice that the Ordinance contains a covenant that limits the ability of the Issuer to
sell or otherwise dispose of bond-financed property for compensation. Beginning for obligations issued after
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May 15, 1997 (including certain refunding bonds), or in cases in which an issuer elects to apply new private
activity bond regulations, such sale or disposition causes the creation of a class of proceeds referred to as
"disposition proceeds." Disposition proceeds, like sale proceeds and investment earnings, are tax-restricted
funds. Failure to appropriately account, invest or expend such disposition proceeds would adversely affect the
tax-exempt status of the bonds. In the event that you anticipate selling property, even in the ordinary course,
please contact us.
Obviously, this letter only presents a fundamental discussion of, among other tax rules, the yield
restriction rules as applied to amounts deposited to the interest and sinking fund. This letter does not address
the rebate consequences with respect to the interest and sinking fund and you should review the memorandum
attached to the Federal Tax Certificate as Exhibit "A" for this purpose. If you have certain concerns with respect
to the matters discussed in this letter or wish to ask additional questions with regards to certain limitations
imposed, please feel free to contact our firm. Thank you for your consideration and we look forward to our
continued relationship.
Very truly yours,
McCALL, PARKHURST & HORTON L.L.P.

cc:
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Mr. Rodolfo Segura Jr

SCHEDULE A
PRICING WIRE OR EQUIVALENT COMMUNICATION
(Attached)

SCHEDULES OF UNDERWRITER
[To be attached hereto]

SOURCES AND USES OF FUNDS
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Sources:
Bond Proceeds:
Par Amount
Premium

4,380,000.00
553,264.60
4,933,264.60

Other Sources of Funds:
Accrued Interest on Refunded Bonds

29,806.40
4,963,071.00

Uses:
Refunding Escrow Deposits:
Cash Deposit
Delivery Date Expenses:
Cost of Issuance
Underwriter's Discount
Bond Insurance
Other Uses of Funds:
Additional Proceeds

4,818,806.40
93,380.00
36,241.08
12,988.77
142,609.85
1,654.75
4,963,071.00
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SUMMARY OF REFUNDING RESULTS
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Dated Date
Delivery Date
Arbitrage yield
Escrow yield
Value of Negative Arbitrage

04/17/2020
04/17/2020
2.306171%
0.000000%

Bond Par Amount
True Interest Cost
Net Interest Cost
Average Coupon
Average Life

4,380,000.00
2.939206%
3.192387%
3.904145%
16.585

Par amount of refunded bonds
Average coupon of refunded bonds
Average life of refunded bonds

4,789,000.00
4.909843%
16.980

PV of prior debt to 04/17/2020 @ 2.306171%
Net PV Savings
Percentage savings of refunded bonds
Percentage savings of refunding bonds

6,494,876.12
1,170,390.54
24.439143%
26.721245%
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SAVINGS
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)

Date
09/30/2020
09/30/2021
09/30/2022
09/30/2023
09/30/2024
09/30/2025
09/30/2026
09/30/2027
09/30/2028
09/30/2029
09/30/2030
09/30/2031
09/30/2032
09/30/2033
09/30/2034
09/30/2035
09/30/2036
09/30/2037
09/30/2038
09/30/2039
09/30/2040
09/30/2041
09/30/2042
09/30/2043
09/30/2044
09/30/2045
09/30/2046
09/30/2047
09/30/2048

Present Value
to 04/17/2020
Savings @ 2.3061708%

Prior
Debt Service

Prior
Receipts

Prior
Net Cash Flow

Refunding
Debt Service

213,633.73
332,784.06
330,944.30
333,951.56
331,554.06
309,011.56
306,189.36
308,260.66
304,972.86
307,547.06
308,729.10
310,564.70
307,008.20
308,316.70
309,201.10
309,691.40
309,788.50
309,491.56
309,800.56
309,628.50
309,015.40
307,961.26
306,467.26
310,531.00
307,849.00
305,726.00
308,117.00
305,761.00
178,874.00

29,806.40

183,827.33
332,784.06
330,944.30
333,951.56
331,554.06
309,011.56
306,189.36
308,260.66
304,972.86
307,547.06
308,729.10
310,564.70
307,008.20
308,316.70
309,201.10
309,691.40
309,788.50
309,491.56
309,800.56
309,628.50
309,015.40
307,961.26
306,467.26
310,531.00
307,849.00
305,726.00
308,117.00
305,761.00
178,874.00

60,783.89
283,300.00
279,700.00
281,100.00
282,350.00
258,450.00
255,150.00
256,850.00
253,400.00
254,950.00
256,350.00
257,600.00
257,400.00
257,000.00
256,400.00
260,600.00
259,400.00
258,000.00
256,400.00
259,600.00
257,400.00
255,000.00
252,400.00
259,600.00
256,200.00
252,600.00
258,800.00
254,400.00
124,800.00

123,043.44
49,484.06
51,244.30
52,851.56
49,204.06
50,561.56
51,039.36
51,410.66
51,572.86
52,597.06
52,379.10
52,964.70
49,608.20
51,316.70
52,801.10
49,091.40
50,388.50
51,491.56
53,400.56
50,028.50
51,615.40
52,961.26
54,067.26
50,931.00
51,649.00
53,126.00
49,317.00
51,361.00
54,074.00

121,744.42
48,317.15
48,882.13
49,254.26
44,829.57
45,005.13
44,390.18
43,689.53
42,824.26
42,670.43
41,521.24
41,020.46
37,557.24
37,957.72
38,158.62
34,678.98
34,777.21
34,722.14
35,179.83
32,210.94
32,466.71
32,545.81
32,460.21
29,878.67
29,601.13
29,744.25
26,977.39
27,444.86
28,225.32

8,811,371.45

29,806.40

8,781,565.05

7,215,983.89

1,565,581.16

1,168,735.79

Savings Summary
PV of savings from cash flow
Plus: Refunding funds on hand

1,168,735.79
1,654.75

Net PV Savings

1,170,390.54
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BOND SUMMARY STATISTICS
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Dated Date
Delivery Date
Last Maturity

04/17/2020
04/17/2020
09/01/2048

Arbitrage Yield
True Interest Cost (TIC)
Net Interest Cost (NIC)
All-In TIC
Average Coupon

2.306171%
2.939206%
3.192387%
3.120596%
3.904145%

Average Life (years)
Duration of Issue (years)

16.585
12.347

Par Amount
Bond Proceeds
Total Interest
Net Interest
Total Debt Service
Maximum Annual Debt Service
Average Annual Debt Service

4,380,000.00
4,933,264.60
2,835,983.89
2,318,960.37
7,215,983.89
283,300.00
254,332.70

Underwriter's Fees (per $1000)
Average Takedown
Other Fee

4.657534
3.616685

Total Underwriter's Discount

8.274219

Bid Price

111.804190

Bond Component

Par
Value

Price

Average
Coupon

Average
Life

Serial Bonds
2034 Term Bonds
2037 Term Bonds
2040 Term Bonds
2042 Term Bonds
2044 Term Bonds
2048 Term Bonds

1,190,000.00
550,000.00
480,000.00
535,000.00
385,000.00
425,000.00
815,000.00

106.593
118.134
117.115
115.605
114.611
113.627
111.689

3.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%

5.851
12.918
16.393
19.400
21.879
23.878
26.691

4,380,000.00

16.585

TIC

All-In
TIC

Arbitrage
Yield

Par Value
+ Accrued Interest
+ Premium (Discount)
- Underwriter's Discount
- Cost of Issuance Expense
- Other Amounts

4,380,000.00

4,380,000.00

4,380,000.00

553,264.60
-36,241.08

553,264.60
-36,241.08
-93,380.00
-12,988.77

553,264.60

Target Value

4,897,023.52

4,790,654.75

4,920,275.83

04/17/2020
2.939206%

04/17/2020
3.120596%

04/17/2020
2.306171%

Target Date
Yield
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BOND PRICING
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Bond Component

Maturity
Date

Amount

Rate

Yield

Price

09/01/2021
09/01/2022
09/01/2023
09/01/2024
09/01/2025
09/01/2026
09/01/2027
09/01/2028
09/01/2029
09/01/2030

120,000
120,000
125,000
130,000
110,000
110,000
115,000
115,000
120,000
125,000
1,190,000

3.000%
3.000%
3.000%
3.000%
3.000%
3.000%
3.000%
3.000%
3.000%
3.000%

1.450%
1.550%
1.600%
1.650%
1.700%
1.750%
1.800%
1.850%
1.900%
1.950%

102.097
103.363
104.577
105.670
106.646
107.504
108.248
108.880
109.401
109.815

09/01/2031
09/01/2032
09/01/2033
09/01/2034

130,000
135,000
140,000
145,000
550,000

4.000%
4.000%
4.000%
4.000%

2.050%
2.050%
2.050%
2.050%

118.134
118.134
118.134
118.134

09/01/2035
09/01/2036
09/01/2037

155,000
160,000
165,000
480,000

4.000%
4.000%
4.000%

09/01/2038
09/01/2039
09/01/2040

170,000
180,000
185,000
535,000

09/01/2041
09/01/2042

Premium
(-Discount)

Takedown

Serial Bonds:
2,516.40
4,035.60
5,721.25
7,371.00
7,310.60
8,254.40
9,485.20
10,212.00
11,281.20
12,268.75
78,456.40

1.250
2.500
2.500
3.750
3.750
3.750
5.000
5.000
5.000
5.000

C
C
C
C

23,574.20
24,480.90
25,387.60
26,294.30
99,737.00

5.000
5.000
5.000
5.000

2.150%
2.150%
2.150%

117.115 C
117.115 C
117.115 C

26,528.25
27,384.00
28,239.75
82,152.00

5.000
5.000
5.000

4.000%
4.000%
4.000%

2.300%
2.300%
2.300%

115.605 C
115.605 C
115.605 C

26,528.50
28,089.00
28,869.25
83,486.75

5.000
5.000
5.000

190,000
195,000
385,000

4.000%
4.000%

2.400%
2.400%

114.611 C
114.611 C

27,760.90
28,491.45
56,252.35

5.000
5.000

09/01/2043
09/01/2044

210,000
215,000
425,000

4.000%
4.000%

2.500%
2.500%

113.627 C
113.627 C

28,616.70
29,298.05
57,914.75

5.000
5.000

09/01/2045
09/01/2046
09/01/2047
09/01/2048

220,000
235,000
240,000
120,000
815,000

4.000%
4.000%
4.000%
4.000%

2.700%
2.700%
2.700%
2.700%

111.689
111.689
111.689
111.689

25,715.80
27,469.15
28,053.60
14,026.80
95,265.35

5.000
5.000
5.000
5.000

2034 Term Bonds:

2037 Term Bonds:

2040 Term Bonds:

2042 Term Bonds:

2044 Term Bonds:

2048 Term Bonds:
C
C
C
C

4,380,000
Dated Date
Delivery Date
First Coupon

553,264.60
04/17/2020
04/17/2020
09/01/2020

Par Amount
Premium

4,380,000.00
553,264.60

Production
Underwriter's Discount

4,933,264.60
-36,241.08

112.631612%
-0.827422%

Purchase Price
Accrued Interest

4,897,023.52

111.804190%

Net Proceeds

4,897,023.52
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SUMMARY OF BONDS REFUNDED
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Bond

Maturity
Date

Interest
Rate

Par
Amount

Series 1994, Tax & WW & SS Surplus Rev C/Os, 1994:
SER
09/01/2020
4.500%
09/01/2021
4.500%
09/01/2022
4.500%
09/01/2023
4.500%
09/01/2024
4.500%
Series 2008, Comb Tax & Revf C/O, 2008:
SER
09/01/2020
09/01/2021
09/01/2022
09/01/2023
09/01/2024
09/01/2025
09/01/2026
09/01/2027
09/01/2028
09/01/2029
09/01/2030
09/01/2031
09/01/2032
09/01/2033
09/01/2034
09/01/2035
09/01/2036
09/01/2037
09/01/2038
09/01/2039
09/01/2040
09/01/2041
09/01/2042
09/01/2043
09/01/2044
09/01/2045
09/01/2046
09/01/2047

4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%

Series 2009, Comb Tax & WW&SS Surplus Rev C/O, 2009:
SER
09/01/2020
4.796%
09/01/2021
4.855%
09/01/2022
4.895%
09/01/2023
4.945%
09/01/2024
4.965%
09/01/2025
5.004%
09/01/2026
5.034%
09/01/2027
5.063%
09/01/2028
5.143%
09/01/2029
5.143%
09/01/2030
5.142%
09/01/2031
5.142%
09/01/2032
5.142%
09/01/2033
5.182%
09/01/2034
5.182%
09/01/2035
5.181%
09/01/2036
5.181%
09/01/2037
5.181%
09/01/2038
5.221%
09/01/2039
5.221%
09/01/2040
5.221%
09/01/2041
5.220%
09/01/2042
5.221%
09/01/2043
5.220%
09/01/2044
5.220%
09/01/2045
5.220%
09/01/2046
5.220%
09/01/2047
5.220%
09/01/2048
5.220%

Call
Date

Call
Price

20,000.00
21,000.00
22,000.00
23,000.00
24,000.00
110,000.00

04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020

100.000
100.000
100.000
100.000
100.000

37,000.00
38,000.00
40,000.00
42,000.00
44,000.00
46,000.00
48,000.00
50,000.00
52,000.00
55,000.00
57,000.00
60,000.00
63,000.00
66,000.00
69,000.00
72,000.00
75,000.00
78,000.00
82,000.00
86,000.00
90,000.00
94,000.00
98,000.00
103,000.00
107,000.00
112,000.00
117,000.00
123,000.00
2,004,000.00

04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020

100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000

40,000.00
45,000.00
45,000.00
50,000.00
50,000.00
55,000.00
55,000.00
60,000.00
60,000.00
65,000.00
70,000.00
75,000.00
75,000.00
80,000.00
85,000.00
90,000.00
95,000.00
100,000.00
105,000.00
110,000.00
115,000.00
120,000.00
125,000.00
135,000.00
140,000.00
145,000.00
155,000.00
160,000.00
170,000.00
2,675,000.00

04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020
04/17/2020

100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000

4,789,000.00

Mar 31, 2020 11:28 am Prepared by Raymond James
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ESCROW REQUIREMENTS
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Series 1994, Tax & WW & SS Surplus Rev C/Os (1994)
Period
Ending

Interest

Principal
Redeemed

Total

04/17/2020

632.50

110,000.00

110,632.50

632.50

110,000.00

110,632.50

Mar 31, 2020 11:28 am Prepared by Raymond James
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ESCROW REQUIREMENTS
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Series 2008, Comb Tax & Revf C/O (2008)
Period
Ending
04/17/2020

Mar 31, 2020 11:28 am Prepared by Raymond James

Interest

Principal
Redeemed

Total

11,523.00

2,004,000.00

2,015,523.00

11,523.00

2,004,000.00

2,015,523.00
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ESCROW REQUIREMENTS
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Series 2009, Comb Tax & WW&SS Surplus Rev C/O (2009)
Period
Ending
04/17/2020

Mar 31, 2020 11:28 am Prepared by Raymond James

Interest

Principal
Redeemed

Total

17,650.90

2,675,000.00

2,692,650.90

17,650.90

2,675,000.00

2,692,650.90
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ESCROW STATISTICS
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Total
Escrow Cost

Modified
Duration
(years)

Yield to
Receipt
Date

Yield to
Disbursement
Date

Global Proceeds Escrow:
4,818,806.40

Perfect
Escrow
Cost

Value of
Negative
Arbitrage

Cost of
Dead Time

0.00

0.00

4,818,806.40

4,818,806.40

4,818,806.40
Delivery date
Arbitrage yield

Mar 31, 2020 11:28 am Prepared by Raymond James

04/17/2020
2.306171%
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BOND DEBT SERVICE
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Period
Ending

Principal

Coupon

Interest

Debt Service

09/30/2020
09/30/2021
09/30/2022
09/30/2023
09/30/2024
09/30/2025
09/30/2026
09/30/2027
09/30/2028
09/30/2029
09/30/2030
09/30/2031
09/30/2032
09/30/2033
09/30/2034
09/30/2035
09/30/2036
09/30/2037
09/30/2038
09/30/2039
09/30/2040
09/30/2041
09/30/2042
09/30/2043
09/30/2044
09/30/2045
09/30/2046
09/30/2047
09/30/2048

120,000
120,000
125,000
130,000
110,000
110,000
115,000
115,000
120,000
125,000
130,000
135,000
140,000
145,000
155,000
160,000
165,000
170,000
180,000
185,000
190,000
195,000
210,000
215,000
220,000
235,000
240,000
120,000

3.000%
3.000%
3.000%
3.000%
3.000%
3.000%
3.000%
3.000%
3.000%
3.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%

60,783.89
163,300.00
159,700.00
156,100.00
152,350.00
148,450.00
145,150.00
141,850.00
138,400.00
134,950.00
131,350.00
127,600.00
122,400.00
117,000.00
111,400.00
105,600.00
99,400.00
93,000.00
86,400.00
79,600.00
72,400.00
65,000.00
57,400.00
49,600.00
41,200.00
32,600.00
23,800.00
14,400.00
4,800.00

60,783.89
283,300.00
279,700.00
281,100.00
282,350.00
258,450.00
255,150.00
256,850.00
253,400.00
254,950.00
256,350.00
257,600.00
257,400.00
257,000.00
256,400.00
260,600.00
259,400.00
258,000.00
256,400.00
259,600.00
257,400.00
255,000.00
252,400.00
259,600.00
256,200.00
252,600.00
258,800.00
254,400.00
124,800.00

2,835,983.89

7,215,983.89

4,380,000

Mar 31, 2020 11:28 am Prepared by Raymond James

(Finance 8.001 City of Merkel:190425-REFUND07,REFUND07) Page 11

PRIOR BOND DEBT SERVICE
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Period
Ending

Principal

Coupon

Interest

Debt Service

09/30/2020
09/30/2021
09/30/2022
09/30/2023
09/30/2024
09/30/2025
09/30/2026
09/30/2027
09/30/2028
09/30/2029
09/30/2030
09/30/2031
09/30/2032
09/30/2033
09/30/2034
09/30/2035
09/30/2036
09/30/2037
09/30/2038
09/30/2039
09/30/2040
09/30/2041
09/30/2042
09/30/2043
09/30/2044
09/30/2045
09/30/2046
09/30/2047
09/30/2048

97,000
104,000
107,000
115,000
118,000
101,000
103,000
110,000
112,000
120,000
127,000
135,000
138,000
146,000
154,000
162,000
170,000
178,000
187,000
196,000
205,000
214,000
223,000
238,000
247,000
257,000
272,000
283,000
170,000

** %
** %
** %
** %
** %
** %
** %
** %
** %
** %
** %
** %
** %
** %
** %
** %
** %
** %
** %
** %
** %
** %
** %
** %
** %
** %
** %
** %
5.220%

116,633.73
228,784.06
223,944.30
218,951.56
213,554.06
208,011.56
203,189.36
198,260.66
192,972.86
187,547.06
181,729.10
175,564.70
169,008.20
162,316.70
155,201.10
147,691.40
139,788.50
131,491.56
122,800.56
113,628.50
104,015.40
93,961.26
83,467.26
72,531.00
60,849.00
48,726.00
36,117.00
22,761.00
8,874.00

213,633.73
332,784.06
330,944.30
333,951.56
331,554.06
309,011.56
306,189.36
308,260.66
304,972.86
307,547.06
308,729.10
310,564.70
307,008.20
308,316.70
309,201.10
309,691.40
309,788.50
309,491.56
309,800.56
309,628.50
309,015.40
307,961.26
306,467.26
310,531.00
307,849.00
305,726.00
308,117.00
305,761.00
178,874.00

4,022,371.45

8,811,371.45

4,789,000
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SAVINGS BY MATURITY
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Interest
Rate

Adjusted
Savings
Percent

Par
Amount

Adjusted
Savings

20,000.00
21,000.00
22,000.00
23,000.00
24,000.00
110,000.00

-1,877.42
1,251.63
1,823.57
1,137.81
3,045.16
5,380.75

-9.387%
5.960%
8.289%
4.947%
12.688%

37,000.00
38,000.00
40,000.00
42,000.00
44,000.00
46,000.00
48,000.00
50,000.00
52,000.00
55,000.00
57,000.00
60,000.00
63,000.00
66,000.00
69,000.00
72,000.00
75,000.00
78,000.00
82,000.00
86,000.00
90,000.00
94,000.00
98,000.00
103,000.00
107,000.00
112,000.00
117,000.00
123,000.00
2,004,000.00

-2,924.26
1,238.21
2,283.15
3,394.87
5,371.69
6,724.50
7,913.11
9,043.72
10,374.52
11,718.13
12,927.85
13,149.72
14,485.91
14,769.64
15,741.51
16,037.12
16,497.38
17,706.91
17,359.23
18,272.43
20,303.51
19,888.95
21,087.14
21,262.89
21,928.34
21,035.00
21,593.50
23,783.35
382,968.05

-7.903%
3.258%
5.708%
8.083%
12.208%
14.618%
16.486%
18.087%
19.951%
21.306%
22.680%
21.916%
22.994%
22.378%
22.814%
22.274%
21.997%
22.701%
21.170%
21.247%
22.559%
21.158%
21.517%
20.644%
20.494%
18.781%
18.456%
19.336%

Series 2009, Comb Tax & WW&SS Surplus Rev C/O, 2009:
SER
09/01/2020
4.796%
40,000.00
09/01/2021
4.855%
45,000.00
09/01/2022
4.895%
45,000.00
09/01/2023
4.945%
50,000.00
09/01/2024
4.965%
50,000.00
09/01/2025
5.004%
55,000.00
09/01/2026
5.034%
55,000.00
09/01/2027
5.063%
60,000.00
09/01/2028
5.143%
60,000.00
09/01/2029
5.143%
65,000.00
09/01/2030
5.142%
70,000.00
09/01/2031
5.142%
75,000.00
09/01/2032
5.142%
75,000.00
09/01/2033
5.182%
80,000.00
09/01/2034
5.182%
85,000.00
09/01/2035
5.181%
90,000.00
09/01/2036
5.181%
95,000.00
09/01/2037
5.181%
100,000.00
09/01/2038
5.221%
105,000.00
09/01/2039
5.221%
110,000.00
09/01/2040
5.221%
115,000.00
09/01/2041
5.220%
120,000.00
09/01/2042
5.221%
125,000.00
09/01/2043
5.220%
135,000.00
09/01/2044
5.220%
140,000.00

-3,340.43
1,471.71
2,819.15
4,559.54
6,863.31
8,904.66
10,428.70
12,705.80
14,472.77
16,967.19
20,143.53
21,289.26
21,932.52
24,226.93
27,491.71
28,319.67
30,474.74
32,692.15
33,762.07
36,539.18
38,914.67
39,673.35
42,127.80
44,856.73
47,375.15

-8.351%
3.270%
6.265%
9.119%
13.727%
16.190%
18.961%
21.176%
24.121%
26.103%
28.776%
28.386%
29.243%
30.284%
32.343%
31.466%
32.079%
32.692%
32.154%
33.217%
33.839%
33.061%
33.702%
33.227%
33.839%

Bond

Maturity
Date

Series 1994, Tax & WW & SS Surplus Rev C/Os, 1994:
SER
09/01/2020
4.500%
09/01/2021
4.500%
09/01/2022
4.500%
09/01/2023
4.500%
09/01/2024
4.500%
Series 2008, Comb Tax & Revf C/O, 2008:
SER
09/01/2020
4.500%
09/01/2021
4.500%
09/01/2022
4.500%
09/01/2023
4.500%
09/01/2024
4.500%
09/01/2025
4.500%
09/01/2026
4.500%
09/01/2027
4.500%
09/01/2028
4.500%
09/01/2029
4.500%
09/01/2030
4.500%
09/01/2031
4.500%
09/01/2032
4.500%
09/01/2033
4.500%
09/01/2034
4.500%
09/01/2035
4.500%
09/01/2036
4.500%
09/01/2037
4.500%
09/01/2038
4.500%
09/01/2039
4.500%
09/01/2040
4.500%
09/01/2041
4.500%
09/01/2042
4.500%
09/01/2043
4.500%
09/01/2044
4.500%
09/01/2045
4.500%
09/01/2046
4.500%
09/01/2047
4.500%

Mar 31, 2020 11:28 am Prepared by Raymond James
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SAVINGS BY MATURITY
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Par
Amount

Adjusted
Savings

Series 2009, Comb Tax & WW&SS Surplus Rev C/O, 2009:
SER
09/01/2045
5.220%
145,000.00
09/01/2046
5.220%
155,000.00
09/01/2047
5.220%
160,000.00
09/01/2048
5.220%
170,000.00
2,675,000.00

46,574.17
51,286.03
53,225.23
65,284.39
782,041.74

4,789,000.00

1,170,390.54

Bond

Maturity
Date

Interest
Rate

Adjusted
Savings
Percent
32.120%
33.088%
33.266%
38.403%

Note: Calculated Using Remaining Maturities

Mar 31, 2020 11:28 am Prepared by Raymond James
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COST OF ISSUANCE
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Cost of Issuance
FA Fee
Bond Counsel Fee
AG Fee
S&P Fee
Paying Agent
Misc.

Mar 31, 2020 11:28 am Prepared by Raymond James

$/1000

Amount

13.58447
3.42466
1.00000
3.08219
0.11416
0.11416

59,500.00
15,000.00
4,380.00
13,500.00
500.00
500.00

21.31963

93,380.00
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UNDERWRITER'S DISCOUNT
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Underwriter's Discount
Average Takedown
Mgmt Fee
UW Counsel
Texas MAC
DTC
CUSIP
I-Deal (IPREO)
IPREO Wire Charges
IPREO Order Monitor
Depository Compliance Mailing, Travel, Misc.

Mar 31, 2020 11:28 am Prepared by Raymond James

$/1000

Amount

4.65753
1.00000
1.94064
0.19132
0.18265
0.13607
0.06180
0.01712
0.03000
0.05708

20,400.00
4,380.00
8,500.00
838.00
800.00
596.00
270.68
75.00
131.40
250.00

8.27422

36,241.08
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PROOF OF ARBITRAGE YIELD
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)

Date

Debt Service

Present Value
to 04/17/2020
@ 2.3061708064%

09/01/2020
03/01/2021
09/01/2021
03/01/2022
09/01/2022
03/01/2023
09/01/2023
03/01/2024
09/01/2024
03/01/2025
09/01/2025
03/01/2026
09/01/2026
03/01/2027
09/01/2027
03/01/2028
09/01/2028
03/01/2029
09/01/2029
03/01/2030
09/01/2030

60,783.89
81,650.00
201,650.00
79,850.00
199,850.00
78,050.00
203,050.00
76,175.00
206,175.00
74,225.00
184,225.00
72,575.00
182,575.00
70,925.00
185,925.00
69,200.00
184,200.00
67,475.00
187,475.00
65,675.00
3,380,675.00

60,267.31
80,033.23
195,403.92
76,494.61
189,269.63
73,075.29
187,940.99
69,703.06
186,507.47
66,379.09
162,873.54
63,432.22
157,755.68
60,584.83
157,008.52
57,771.33
152,025.62
55,054.26
151,221.05
52,370.88
2,665,103.30

5,912,383.89

4,920,275.83

Proceeds Summary
Delivery date
Par Value
Premium (Discount)
Arbitrage expenses

04/17/2020
4,380,000.00
553,264.60
-12,988.77

Target for yield calculation

4,920,275.83

Apr 13, 2020 12:24 pm Prepared by Raymond James
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PROOF OF ARBITRAGE YIELD
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Assumed Call/Computation Dates for Premium Bonds
Bond
Component
TERM34
TERM34
TERM34
TERM34
TERM37
TERM37
TERM37
TERM40
TERM40
TERM40
TERM42
TERM42
TERM44
TERM44
TERM48
TERM48
TERM48
TERM48

Maturity
Date
09/01/2031
09/01/2032
09/01/2033
09/01/2034
09/01/2035
09/01/2036
09/01/2037
09/01/2038
09/01/2039
09/01/2040
09/01/2041
09/01/2042
09/01/2043
09/01/2044
09/01/2045
09/01/2046
09/01/2047
09/01/2048

Rate

Yield

4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%

2.050%
2.050%
2.050%
2.050%
2.150%
2.150%
2.150%
2.300%
2.300%
2.300%
2.400%
2.400%
2.500%
2.500%
2.700%
2.700%
2.700%
2.700%

Call
Date
09/01/2030
09/01/2030
09/01/2030
09/01/2030
09/01/2030
09/01/2030
09/01/2030
09/01/2030
09/01/2030
09/01/2030
09/01/2030
09/01/2030
09/01/2030
09/01/2030
09/01/2030
09/01/2030
09/01/2030
09/01/2030

Call
Price

Yield To
Call/Maturity

100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000

2.0760693%
2.0767745%
2.0774790%
2.0781843%
2.1791673%
2.1798798%
2.1805918%
2.3318297%
2.3325525%
2.3332761%
2.4343730%
2.4351041%
2.5362254%
2.5369635%
2.7384746%
2.7392280%
2.7399814%
2.7407355%

Rejected Call/Computation Dates for Premium Bonds
Bond
Component
TERM34
TERM34
TERM34
TERM34
TERM37
TERM37
TERM37
TERM40
TERM40
TERM40
TERM42
TERM42
TERM44
TERM44
TERM48
TERM48
TERM48
TERM48

Maturity
Date
09/01/2031
09/01/2032
09/01/2033
09/01/2034
09/01/2035
09/01/2036
09/01/2037
09/01/2038
09/01/2039
09/01/2040
09/01/2041
09/01/2042
09/01/2043
09/01/2044
09/01/2045
09/01/2046
09/01/2047
09/01/2048

Rate

Yield

4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%

2.050%
2.050%
2.050%
2.050%
2.150%
2.150%
2.150%
2.300%
2.300%
2.300%
2.400%
2.400%
2.500%
2.500%
2.700%
2.700%
2.700%
2.700%
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Call
Date

Call
Price

Yield To
Call/Maturity

Increase
to Yield

2.2138849%
2.3298196%
2.4282209%
2.5127408%
2.6596382%
2.7204841%
2.7741650%
2.9188545%
2.9579391%
2.9930594%
3.0831195%
3.1101501%
3.1898622%
3.2109186%
3.3350818%
3.3504243%
3.3645762%
3.3776644%

0.1378157%
0.2530451%
0.3507418%
0.4345565%
0.4804710%
0.5406043%
0.5935732%
0.5870249%
0.6253866%
0.6597832%
0.6487465%
0.6750460%
0.6536369%
0.6739551%
0.5966072%
0.6111963%
0.6245948%
0.6369290%
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FORM 8038 STATISTICS
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Dated Date
Delivery Date

Bond Component

04/17/2020
04/17/2020

Principal

Coupon

Price

Issue Price

Redemption
at Maturity

09/01/2021
09/01/2022
09/01/2023
09/01/2024
09/01/2025
09/01/2026
09/01/2027
09/01/2028
09/01/2029
09/01/2030

120,000.00
120,000.00
125,000.00
130,000.00
110,000.00
110,000.00
115,000.00
115,000.00
120,000.00
125,000.00

3.000%
3.000%
3.000%
3.000%
3.000%
3.000%
3.000%
3.000%
3.000%
3.000%

102.097
103.363
104.577
105.670
106.646
107.504
108.248
108.880
109.401
109.815

122,516.40
124,035.60
130,721.25
137,371.00
117,310.60
118,254.40
124,485.20
125,212.00
131,281.20
137,268.75

120,000.00
120,000.00
125,000.00
130,000.00
110,000.00
110,000.00
115,000.00
115,000.00
120,000.00
125,000.00

09/01/2031
09/01/2032
09/01/2033
09/01/2034

130,000.00
135,000.00
140,000.00
145,000.00

4.000%
4.000%
4.000%
4.000%

118.134
118.134
118.134
118.134

153,574.20
159,480.90
165,387.60
171,294.30

130,000.00
135,000.00
140,000.00
145,000.00

09/01/2035
09/01/2036
09/01/2037

155,000.00
160,000.00
165,000.00

4.000%
4.000%
4.000%

117.115
117.115
117.115

181,528.25
187,384.00
193,239.75

155,000.00
160,000.00
165,000.00

09/01/2038
09/01/2039
09/01/2040

170,000.00
180,000.00
185,000.00

4.000%
4.000%
4.000%

115.605
115.605
115.605

196,528.50
208,089.00
213,869.25

170,000.00
180,000.00
185,000.00

09/01/2041
09/01/2042

190,000.00
195,000.00

4.000%
4.000%

114.611
114.611

217,760.90
223,491.45

190,000.00
195,000.00

09/01/2043
09/01/2044

210,000.00
215,000.00

4.000%
4.000%

113.627
113.627

238,616.70
244,298.05

210,000.00
215,000.00

09/01/2045
09/01/2046
09/01/2047
09/01/2048

220,000.00
235,000.00
240,000.00
120,000.00

4.000%
4.000%
4.000%
4.000%

111.689
111.689
111.689
111.689

245,715.80
262,469.15
268,053.60
134,026.80

220,000.00
235,000.00
240,000.00
120,000.00

4,933,264.60

4,380,000.00

Date

Serial Bonds:

2034 Term Bonds:

2037 Term Bonds:

2040 Term Bonds:

2042 Term Bonds:

2044 Term Bonds:

2048 Term Bonds:

4,380,000.00

Final Maturity
Entire Issue

Maturity
Date

Interest
Rate

Issue
Price

Stated
Redemption
at Maturity

Weighted
Average
Maturity

Yield

09/01/2048

4.000%

134,026.80
4,933,264.60

120,000.00
4,380,000.00

16.7427

2.3062%
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FORM 8038 STATISTICS
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Proceeds used for accrued interest
Proceeds used for bond issuance costs (including underwriters' discount)
Proceeds used for credit enhancement
Proceeds allocated to reasonably required reserve or replacement fund
Proceeds used to refund prior tax-exempt bonds
Proceeds used to refund prior taxable bonds
Remaining WAM of prior tax-exempt bonds (years)
Remaining WAM of prior taxable bonds (years)
Last call date of refunded tax-exempt bonds

0.00
129,621.08
12,988.77
0.00
4,818,806.40
0.00
16.9801
0.0000
04/17/2020

2011 Form 8038 Statistics
Proceeds used to currently refund prior issues
Proceeds used to advance refund prior issues
Remaining weighted average maturity of the bonds to be currently refunded
Remaining weighted average maturity of the bonds to be advance refunded

Apr 13, 2020 11:44 am Prepared by Raymond James

4,818,806.40
0.00
16.9801
0.0000
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FORM 8038 STATISTICS
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Refunded Bonds
Bond
Component

Date

Principal

Coupon

Price

Issue Price

Series 1994, Tax & WW & SS Surplus Rev C/Os:
SER
09/01/2020
20,000.00
SER
09/01/2021
21,000.00
SER
09/01/2022
22,000.00
SER
09/01/2023
23,000.00
SER
09/01/2024
24,000.00
110,000.00

4.500%
4.500%
4.500%
4.500%
4.500%

100.000
100.000
100.000
100.000
100.000

20,000.00
21,000.00
22,000.00
23,000.00
24,000.00
110,000.00

4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%
4.500%

100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000

37,000.00
38,000.00
40,000.00
42,000.00
44,000.00
46,000.00
48,000.00
50,000.00
52,000.00
55,000.00
57,000.00
60,000.00
63,000.00
66,000.00
69,000.00
72,000.00
75,000.00
78,000.00
82,000.00
86,000.00
90,000.00
94,000.00
98,000.00
103,000.00
107,000.00
112,000.00
117,000.00
123,000.00
2,004,000.00

4.796%
4.855%
4.895%
4.945%
4.965%
5.004%
5.034%
5.063%
5.143%
5.143%
5.142%
5.142%
5.142%
5.182%
5.182%
5.181%
5.181%
5.181%
5.221%
5.221%
5.221%
5.220%
5.221%
5.220%
5.220%

100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000
100.000

40,000.00
45,000.00
45,000.00
50,000.00
50,000.00
55,000.00
55,000.00
60,000.00
60,000.00
65,000.00
70,000.00
75,000.00
75,000.00
80,000.00
85,000.00
90,000.00
95,000.00
100,000.00
105,000.00
110,000.00
115,000.00
120,000.00
125,000.00
135,000.00
140,000.00

Series 2008, Comb Tax & Revf C/O:
SER
09/01/2020
SER
09/01/2021
SER
09/01/2022
SER
09/01/2023
SER
09/01/2024
SER
09/01/2025
SER
09/01/2026
SER
09/01/2027
SER
09/01/2028
SER
09/01/2029
SER
09/01/2030
SER
09/01/2031
SER
09/01/2032
SER
09/01/2033
SER
09/01/2034
SER
09/01/2035
SER
09/01/2036
SER
09/01/2037
SER
09/01/2038
SER
09/01/2039
SER
09/01/2040
SER
09/01/2041
SER
09/01/2042
SER
09/01/2043
SER
09/01/2044
SER
09/01/2045
SER
09/01/2046
SER
09/01/2047

37,000.00
38,000.00
40,000.00
42,000.00
44,000.00
46,000.00
48,000.00
50,000.00
52,000.00
55,000.00
57,000.00
60,000.00
63,000.00
66,000.00
69,000.00
72,000.00
75,000.00
78,000.00
82,000.00
86,000.00
90,000.00
94,000.00
98,000.00
103,000.00
107,000.00
112,000.00
117,000.00
123,000.00
2,004,000.00

Series 2009, Comb Tax & WW&SS Surplus Rev C/O:
SER
09/01/2020
40,000.00
SER
09/01/2021
45,000.00
SER
09/01/2022
45,000.00
SER
09/01/2023
50,000.00
SER
09/01/2024
50,000.00
SER
09/01/2025
55,000.00
SER
09/01/2026
55,000.00
SER
09/01/2027
60,000.00
SER
09/01/2028
60,000.00
SER
09/01/2029
65,000.00
SER
09/01/2030
70,000.00
SER
09/01/2031
75,000.00
SER
09/01/2032
75,000.00
SER
09/01/2033
80,000.00
SER
09/01/2034
85,000.00
SER
09/01/2035
90,000.00
SER
09/01/2036
95,000.00
SER
09/01/2037
100,000.00
SER
09/01/2038
105,000.00
SER
09/01/2039
110,000.00
SER
09/01/2040
115,000.00
SER
09/01/2041
120,000.00
SER
09/01/2042
125,000.00
SER
09/01/2043
135,000.00
SER
09/01/2044
140,000.00
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FORM 8038 STATISTICS
City of Merkel, Texas
Bank Qualified General Obligation Refunding Bonds, Series 2020 (Insured)
Refunded Bonds
Bond
Component

Date

Principal

Coupon

Price

Issue Price

Series 2009, Comb Tax & WW&SS Surplus Rev C/O:
SER
09/01/2045
145,000.00
SER
09/01/2046
155,000.00
SER
09/01/2047
160,000.00
SER
09/01/2048
170,000.00
2,675,000.00

5.220%
5.220%
5.220%
5.220%

100.000
100.000
100.000
100.000

145,000.00
155,000.00
160,000.00
170,000.00
2,675,000.00

4,789,000.00

4,789,000.00

Last
Call
Date
Series 1994, Tax & WW & SS Surplus Rev C/Os
Series 2008, Comb Tax & Revf C/O
Series 2009, Comb Tax & WW&SS Surplus Rev C/O
All Refunded Issues

Apr 13, 2020 11:44 am Prepared by Raymond James

04/17/2020
04/17/2020
04/17/2020
04/17/2020

Issue
Date
03/01/2019
03/01/2019
03/01/2019

Remaining
Weighted
Average
Maturity
2.4631
16.7170
17.7741
16.9801
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DocuSign Envelope ID: 27694886-7654-4431-B51A-B93FB9A94857

Form

8038-G

Information Return for Tax-Exempt Governmental Bonds
a Under

Internal Revenue Code section 149(e)
a See separate instructions.
Caution: If the issue price is under $100,000, use Form 8038-GC.
a Go to www.irs.gov/F8038G for instructions and the latest information.

(Rev. September 2018)
Department of the Treasury
Internal Revenue Service

Part I
1

Reporting Authority

OMB No. 1545-0720

If Amended Return, check here
2

Issuer’s name

Issuer’s employer identification number (EIN)

Merkel, Texas (City of)

75-6000605

3a Name of person (other than issuer) with whom the IRS may communicate about this return (see instructions)

3b Telephone number of other person shown on 3a

None
4

N/A

Number and street (or P.O. box if mail is not delivered to street address)

Room/suite

5

Report number (For IRS Use Only)

7

Date of issue

9

CUSIP number

3

100 Kent Street
6

City, town, or post office, state, and ZIP code

Merkel, Texas 79536
8

04/17/2020

Name of issue

General Obligation Refunding Bonds, Series 2020

590060 CF4
10b Telephone number of officer or other
employee shown on 10a

10a Name and title of officer or other employee of the issuer whom the IRS may call for more information (see
instructions)

Steve Campbell, City Manager

Part II
11
12
13
14
15
16
17
18
19a
b
20

(352) 928-4911

Type of Issue (enter the issue price). See the instructions and attach schedule.

Education . . . . . . . . . . . . . . . . . . .
Health and hospital . . . . . . . . . . . . . . .
Transportation . . . . . . . . . . . . . . . . .
Public safety . . . . . . . . . . . . . . . . . .
Environment (including sewage bonds) . . . . . . . . .
Housing . . . . . . . . . . . . . . . . . . .
Utilities
. . . . . . . . . . . . . . . . . . .
Other. Describe a
If bonds are TANs or RANs, check only box 19a . . . . . .
If bonds are BANs, check only box 19b . . . . . . . . .
If bonds are in the form of a lease or installment sale, check box

Part III

21

09/01/2048

Part IV

.
.
.
.
.
.
.

.
.
.
.
.
.
.

.
.
.
.
.
.
.

.
.
.
.
.
.
.

.
.
.
.
.
.
.

.
.
.
.
.
.
.

.
.
.
.
.
.
.

.
.
.
.
.
.
.

.
.
.
.
.
.
.

.
.
.
.
.
.
.

.
.
.
.
.
.
.

.
.
.

.
.
.

.
.
.

.
.
.

.
.
.

.
.
.

.
.
.

.
.
.

.
.
.

a

4,933,265

a
a

(c) Stated redemption
price at maturity

(b) Issue price

$

4,933,265

$

4,380,000

(d) Weighted
average maturity

16.74

(e) Yield

years

%

2.3061

Uses of Proceeds of Bond Issue (including underwriters’ discount)

Proceeds used for accrued interest . . . . . . . . . . . . . . . . . . . .
Issue price of entire issue (enter amount from line 21, column (b)) . . . . . . . . . .
129,621
Proceeds used for bond issuance costs (including underwriters’ discount)
24
12,989
Proceeds used for credit enhancement . . . . . . . . . . . .
25
0
Proceeds allocated to reasonably required reserve or replacement fund .
26
4,789,000
Proceeds used to refund prior tax-exempt bonds. Complete Part V . . .
27
0
Proceeds used to refund prior taxable bonds. Complete Part V . . . .
28
Total (add lines 24 through 28) . . . . . . . . . . . . . . . . . . . . . .
Nonrefunding proceeds of the issue (subtract line 29 from line 23 and enter amount here) . .

Part V

11
12
13
14
15
16
17
18

Description of Bonds. Complete for the entire issue for which this form is being filed.
(a) Final maturity date

22
23
24
25
26
27
28
29
30

a

.
.

22
23

.
.

29
30

0
4,933,265

4,931,610
1,655

Description of Refunded Bonds. Complete this part only for refunding bonds.

31
Enter the remaining weighted average maturity of the tax-exempt bonds to be refunded . . . a
years
16.98
N/A
years
32
Enter the remaining weighted average maturity of the taxable bonds to be refunded . . . . a
04/17/2020
33
Enter the last date on which the refunded tax-exempt bonds will be called (MM/DD/YYYY) . . a
10/31/1994; 01/26/2009; 01/29/2009
34
Enter the date(s) the refunded bonds were issued a (MM/DD/YYYY)
Form 8038-G (Rev. 9-2018)
For Paperwork Reduction Act Notice, see separate instructions.
Cat. No. 63773S

RECEIPT AND DELIVERY CERTIFICATE
UMB Bank, N.A. (the "Bank"), hereby acknowledges receipt of the sum of
$4,926,329.92 for the account and on behalf of the City of Merkel, Texas (the "City") with
respect to its General Obligation Refunding Bonds, Series 2020 (the "Bonds") and, pursuant to
instructions from the City, such funds have been applied, allocated and deposited in the manner
set forth in the closing instructions provided by Government Capital Securities Corporation and
attached hereto as Exhibit A.

DATED this April 17, 2020.

UMB BANK, N.A.
Austin, Texas

By:

_________________________________________
Authorized Officer

EXHIBIT A

MEMORANDUM
To:

Working Group Members – City of Merkel

From:

Ted Christensen, Government Capital Securities Corporation

Re:

General Obligation Refunding Bonds, Series 2020

Date:

April 17, 2020 (Funding Date)

FINAL

The closing of the above referenced transaction is scheduled for April 17, 2020. We anticipate that the closing will
occur prior to 10:00am (CDT).
Funds will be wired from the City of Merkel (“City”) and Raymond James (“The Underwriter”) to UMB Bank (“UMB”
or the “Paying Agent”). UMB Bank will then wire to USDA Rural Development, Texas Water Development Board
(TWDB), Build America Mutual, and the Municipal Advisor, Government Capital Securities Corporation, (“the MA”)
pursuant to the directions below.
PAYMENT AND TRANSFER OF AVAILABLE FUNDS
From Underwriter:
To UMB Bank as Paying Agent:
Bank Name:
ABA Number:
BNF Name:
BNF A/C:
OBI Field:
BBI Field:

$4,897,023.52

UMB Bank, N.A.
101 000 695
Trust Operations
98 0000 6823
City of Merkel (GO Refunding Bonds, Series 2020)
Attn: Anne‐Marie Hansen 512‐582‐5850

From City:
To UMB Bank as Paying Agent:
Bank Name:
ABA Number:
BNF Name:
BNF A/C:
OBI Field:
BBI Field:

$29,806.40

UMB Bank, N.A.
101 000 695
Trust Operations
98 0000 6823
City of Merkel (GO Refunding Bonds, Series 2020)
Attn: Anne‐Marie Hansen 512‐582‐5850

Total Wires to Paying Agent from City and Underwriter

$4,926,829.92

DISBURSEMENTS
The proceeds available will be treated as follows:
1.

UMB Bank will retain $500.00 for Services as Paying Agent.

2.

UMB Bank will wire transfer to Build America Mutual the amount of $12,988.77 to pay the insurance
premium on the bonds. Wire transfer instructions a are as follows:
Bank:
ABA #:
Acct. Name:
Account #:
Policy #:

First Republic Bank
321081669
Build America Mutual Assurance Company
80001613703
2020B0225 (Include in OBI Field)

3.

UMB Bank will wire transfer to USDA Rural Development the amount of $2,125,907.83 to defease the
Certificates of Obligation, Series 1994 and 2008. Wire transfer instructions for USDA Rural Development
are attached at the end of this memo.

4.

UMB Bank will wire transfer to the Texas Water Development Board the amount of $2,692,650.91 to
defease the Certificates of Obligation, Series 2009. Wire transfer instructions for the TWDB are as
follows:
Bank:
ABA#:
Account#:
Account Name:
REF:

Wells Fargo Bank, N.A.
121000248
6355060501
GO Paying Agent & Refunding Escrow Acct
Jim Hood City of Merkel 2009 Redemption

Wells Fargo Bank, N.A.
600 South 4th Street, 6th Floor
MAC: N9300‐060
Minneapolis, MN 55415
5.

The Paying Agent will wire transfer $94,782.41 to pay certain cost of issuance expenses related to the sale
of the Refunding Bonds to Government Capital Securities Corporation as follows:
To:
ABA#:
Account#:
Acct Name:

Wells Fargo Bank Texas, NA
121000248
6859041375
Governmental Capital Securities Corporation

Total Wires from Paying Agent

$4,926,329.92

Upon approval of Bond Counsel and confirmation of wire transfer receipts as outlined above, representatives from
UMB Bank and the Underwriter will call DTC (212) 855‐3752 to release the Series 2020 GO Refunding Bonds. UMB
shall inform all parties that the transaction is closed.

Regards,

Ted Christensen
(817) 722‐0239

CASH MANAGEMENT COLLECTIONS BRANCH(CMCB)
FEDWIRE WORKSHEET
(1)Date to Process Wire : o y - /~ - ?ro2.p
MM

DD

CCYY

(2) BENEFICIARY DATA (BiVF)

Federal Agency Name /Location /Phone
USDA Rural Development
Cash Management Collections Branch
Mail Code FC 1411
4300 Goodfellow Blvd.
St. Louis, MO 63120
314-457-4023
(3) RECEIVER F.I. DATA(RDFI)

Wire Field

Wire Data

Routing Transit No.
Financial Institution:
Business Function Code:
Beneficiary ID:
Account:
Beneficiary Name:
Beneficiary Addr /Line 1:
Beneficiary Addr /Line 2:

Tag

021030004
TREAS NYC
CTR
D
12200408
TREASURY
NY
NY

(3400)/Field 1
(3400)/Field 2
(3600)
(4200)/Fieid 1
(4200)/Field 2
(4200)/Field 3
(4200)/Field 4
(4200)/Field 5

(4) ORIGINATOR to BENEFICIARY DATA
Required Info. by Originator: {} / O ptTonal Info. for Further Application Instructions: [ ] ( Required Sign: ()
N =Max. Numeric Digits / T =Max. Text Digits / D =Max. Numeric with 2 Pos. Decimal
Wire Field

Wire Dnta

~T

MessnQe or Wire (r'~o Spaces betticeen Digits)

ORG (5000)

Originator ID

1T

Field I

{Addr/Line 1}

35T

Field 2

{Addr/Line 2}

35T

Field 3

{Addr/L,ine 3}

35T

Field 4

{City /State /Zip}

35T

Field 5

{Borrower Name}

35T

Field 6

D
X00

iCt„~~' S'E'~

~ Q►'i-~~ ~ T x

79 5 3 ~O

t'~/I.~GiL~f C ~~y o

OBI (6000)
{Loan Type}
{Loan Pgm-Amt}

Field 1
3T Pgm (-) 11D Amt

W~

Field 2

~3' Olo

Fie(d 3

~2' b ~

51—

0 7. ~ ~ 0 `~5 ~p DO ~ ~D~J

~

.2~ 415, ~.?`(.3~

I

(~ 3T Pgm (-) llD Amt
{ [Loan Pgm-Amt] }

3T Pgm (-) I1D Amt
(n 3T Pgm (-) 11D Amt

{ [Ad~•ice Ntemo] }

35T

Field 4

~

~ !o _ (r 33 . ~~
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ADMILMOl
ADPS
OPR ID V49CO3

INQUIRY CODE LM
LOAN CLOSING PREMANUSCRIPTING

03/11/20
09:12:07
PAGE 001
**MORE**

CASE NUMBER 51 021 0756000705
NAME MERKEL, CITY OF
FUND CODE
9220 SUSPEND CODE
0 FLAG
LOAN NUMBER
Ol SUSPEND CODE OBLGN
2 DATE OF STATUS
04/17/20
FULLY PAID CODE
LAST CONSEC LOAN NBR 07 UNCLSD ADVNC CDE
3
KIND CODE
52 TYPE OF PAYMENT CODE 7 -----NAME/ADDRESS----REPAYMENT PRD
24 -1 100 KENT ST
30 FINAL YEAR OF LOAN
------------------------------------------2 MERKEL TX
NOTE INTEREST RATE
4.5000
-3
AMOUNT OF LOAN
383,000.00
-4
AMOUNT OBLIGATED
383,000.00
--------------DATE--------------AMOUNT VOUCHERED
.00
OBLIGATION
09/30/93
CUMULATIVE VOUCHERS
383,000.00
LOAN
11/21/94
UNDISBURSED BALANCE
.00
AMORTIZATION EFFECTIVE
00/00/00
U NPAID INTEREST-ADVANCE
LAST PAYMENT
03/01/20
U NPAID INT-AMORTIZED ADVNC
LAST CHG/CR AMORTD ADVNC
TOTAL UNPAID INTEREST
633.49
--------------------------------TOTAL PAYOFF AMOUNT
110,633.49
DATE NEXT INSTLMT DUE
03/01/20
AMT NEXT INSTLMT DUE
2,475.00
SCREEN CDE: LM SELECTION ID: 51 021 0756000705 LOAN: Ol ACCRUAL DTE: 041720
PRESS SHFT & F10 FOR FUNCTION KEY HELP (ALT & PF22 ON ADM OR CTRL & F2 ON GRD)

ADMILMOl
ADPS
OPR ID V49CO3

INQUIRY CODE LM
LOAN CLOSING PREMANUSCRIPTING

03/11/20
09:12:57
PAGE 001
**MORE**

CASE NUMBER 51 021 0756000705
NAME MERKEL, CITY OF
FUND CODE
9320 SUSPEND CODE
0 FLAG
LOAN NUMBER
06 SUSPEND CODE OBLGN
2 DATE OF STATUS
04/17/20
FULLY PAID CODE
LAST CONSEC LOAN NBR 07 UNCLSD ADVNC CDE
3
KIND CODE
51 TYPE OF PAYMENT CODE 7 -----NAME/ADDRESS----REPAYMENT PRD
40 FINAL YEAR OF LOAN
49 -1 100 KENT ST
------------------------------------------2 MERKEL TX
NOTE INTEREST RATE
4.5000
-3
AMOUNT OF LOAN
-4
2,300,000.00
AMOUNT OBLIGATED
AMOUNT VOUCHERED
CUMULATIVE VOUCHERS
U NDISBURSED BALANCE
UNPAID INTEREST-ADVANCE
U NPAID INT-AMORTIZED ADVNC
TOTAL UNPAID INTEREST
TOTAL PAYOFF AMOUNT

2,300,000.00
.00
2,300,000.00
.00

--------------DATE--------------OBLIGATION
01/13/06
LOAN
01/23/09
AMORTIZATION EFFECTIVE
00/00/00
LAST PAYMENT
03/01/20
LAST CHG/CR AMORTD ADVNC
11,274.34
--------------------------------2,015,274.34
DATE NEXT INSTLMT DUE
03/01/20
AMT NEXT INSTLMT DUE
45,090.00
SCREEN CDE: LM
SELECTION ID: 51 021 0756000705
LOAN: 06 ACCRUAL DTE: 041720
PRESS SHFT & F10 FOR FUNCTION KEY HELP (ALT & PF22 ON ADM OR CTRL & F2 ON GRD)

MUNICIPAL BOND
INSURANCE POLICY

ISSUER: City of Merkel, Texas
MEMBER: City of Merkel, Texas

Policy No: 2020B0225
Effective Date: April 17, 2020

BONDS: $4,380,000 in aggregate principal
amount of General Obligation Refunding Bonds,
Series 2020
Risk Premium:
Member Surplus Contribution:
Total Insurance Payment:

$6,494.38
$6,494.39
$12,988.77

BUILD AMERICA MUTUAL ASSURANCE COMPANY (“BAM”), for consideration received, hereby
UNCONDITIONALLY AND IRREVOCABLY agrees to pay to the trustee (the “Trustee”) or paying agent (the “Paying
Agent”) for the Bonds named above (as set forth in the documentation providing for the issuance and securing of the Bonds),
for the benefit of the Owners or, at the election of BAM, directly to each Owner, subject only to the terms of this Policy
(which includes each endorsement hereto), that portion of the principal of and interest on the Bonds that shall become Due
for Payment but shall be unpaid by reason of Nonpayment by the Issuer.
On the later of the day on which such principal and interest becomes Due for Payment or the first Business Day following
the Business Day on which BAM shall have received Notice of Nonpayment, BAM will disburse (but without duplication
in the case of duplicate claims for the same Nonpayment) to or for the benefit of each Owner of the Bonds, the face amount
of principal of and interest on the Bonds that is then Due for Payment but is then unpaid by reason of Nonpayment by the
Issuer, but only upon receipt by BAM, in a form reasonably satisfactory to it, of (a) evidence of the Owner’s right to receive
payment of such principal or interest then Due for Payment and (b) evidence, including any appropriate instruments of
assignment, that all of the Owner’s rights with respect to payment of such principal or interest that is Due for Payment shall
thereupon vest in BAM. A Notice of Nonpayment will be deemed received on a given Business Day if it is received prior
to 1:00 p.m. (New York time) on such Business Day; otherwise, it will be deemed received on the next Business Day. If
any Notice of Nonpayment received by BAM is incomplete, it shall be deemed not to have been received by BAM for
purposes of the preceding sentence, and BAM shall promptly so advise the Trustee, Paying Agent or Owner, as appropriate,
any of whom may submit an amended Notice of Nonpayment. Upon disbursement under this Policy in respect of a Bond
and to the extent of such payment, BAM shall become the owner of such Bond, any appurtenant coupon to such Bond and
right to receipt of payment of principal of or interest on such Bond and shall be fully subrogated to the rights of the Owner,
including the Owner’s right to receive payments under such Bond. Payment by BAM either to the Trustee or Paying Agent
for the benefit of the Owners, or directly to the Owners, on account of any Nonpayment shall discharge the obligation of
BAM under this Policy with respect to said Nonpayment.
Except to the extent expressly modified by an endorsement hereto, the following terms shall have the meanings specified
for all purposes of this Policy. “Business Day” means any day other than (a) a Saturday or Sunday or (b) a day on which
banking institutions in the State of New York or the Insurer’s Fiscal Agent (as defined herein) are authorized or required
by law or executive order to remain closed. “Due for Payment” means (a) when referring to the principal of a Bond,
payable on the stated maturity date thereof or the date on which the same shall have been duly called for mandatory sinking
fund redemption and does not refer to any earlier date on which payment is due by reason of call for redemption (other than
by mandatory sinking fund redemption), acceleration or other advancement of maturity (unless BAM shall elect, in its sole
discretion, to pay such principal due upon such acceleration together with any accrued interest to the date of acceleration)
and (b) when referring to interest on a Bond, payable on the stated date for payment of interest. “Nonpayment” means, in

respect of a Bond, the failure of the Issuer to have provided sufficient funds to the Trustee or, if there is no Trustee, to the
Paying Agent for payment in full of all principal and interest that is Due for Payment on such Bond. “Nonpayment” shall
also include, in respect of a Bond, any payment made to an Owner by or on behalf of the Issuer of principal or interest that
is Due for Payment, which payment has been recovered from such Owner pursuant to the United States Bankruptcy Code
in accordance with a final, nonappealable order of a court having competent jurisdiction. “Notice” means delivery to BAM
of a notice of claim and certificate, by certified mail, email or telecopy as set forth on the attached Schedule or other
acceptable electronic delivery, in a form satisfactory to BAM, from and signed by an Owner, the Trustee or the Paying
Agent, which notice shall specify (a) the person or entity making the claim, (b) the Policy Number, (c) the claimed amount,
(d) payment instructions and (e) the date such claimed amount becomes or became Due for Payment. “Owner” means, in
respect of a Bond, the person or entity who, at the time of Nonpayment, is entitled under the terms of such Bond to payment
thereof, except that “Owner” shall not include the Issuer, the Member or any other person or entity whose direct or indirect
obligation constitutes the underlying security for the Bonds.
BAM may appoint a fiscal agent (the “Insurer’s Fiscal Agent”) for purposes of this Policy by giving written notice to the
Trustee, the Paying Agent, the Member and the Issuer specifying the name and notice address of the Insurer’s Fiscal Agent.
From and after the date of receipt of such notice by the Trustee, the Paying Agent, the Member or the Issuer (a) copies of
all notices required to be delivered to BAM pursuant to this Policy shall be simultaneously delivered to the Insurer’s Fiscal
Agent and to BAM and shall not be deemed received until received by both and (b) all payments required to be made by
BAM under this Policy may be made directly by BAM or by the Insurer’s Fiscal Agent on behalf of BAM. The Insurer’s
Fiscal Agent is the agent of BAM only, and the Insurer’s Fiscal Agent shall in no event be liable to the Trustee, Paying
Agent or any Owner for any act of the Insurer’s Fiscal Agent or any failure of BAM to deposit or cause to be deposited
sufficient funds to make payments due under this Policy.
To the fullest extent permitted by applicable law, BAM agrees not to assert, and hereby waives, only for the benefit of each
Owner, all rights (whether by counterclaim, setoff or otherwise) and defenses (including, without limitation, the defense of
fraud), whether acquired by subrogation, assignment or otherwise, to the extent that such rights and defenses may be
available to BAM to avoid payment of its obligations under this Policy in accordance with the express provisions of this
Policy. This Policy may not be canceled or revoked.
This Policy sets forth in full the undertaking of BAM and shall not be modified, altered or affected by any other agreement
or instrument, including any modification or amendment thereto. Except to the extent expressly modified by an endorsement
hereto, any premium paid in respect of this Policy is nonrefundable for any reason whatsoever, including payment, or
provision being made for payment, of the Bonds prior to maturity. THIS POLICY IS NOT COVERED BY THE
PROPERTY/CASUALTY INSURANCE SECURITY FUND SPECIFIED IN ARTICLE 76 OF THE NEW YORK
INSURANCE LAW.
THIS POLICY IS ISSUED WITHOUT CONTINGENT MUTUAL LIABILITY FOR
ASSESSMENT.
IN WITNESS WHEREOF, BUILD AMERICA MUTUAL ASSURANCE COMPANY has caused this Policy to be
executed on its behalf by its Authorized Officer.
BUILD AMERICA MUTUAL ASSURANCE COMPANY

By: _______________________________________
Authorized Officer

Schedule A
Notices (Unless Otherwise Specified by BAM)
Email:
claims@buildamerica.com
Address:
200 Liberty Street, 27th floor
New York, New York 10281
Telecopy:
212-962-1524 (attention: Claims)

April 17, 2020
City of Merkel
100 Kent Street
Merkel, TX
Raymond James & Associates, Inc.
5956 Sherry Lane, Suite 1900
Dallas, TX 75225
UMB Bank, N.A.
6304 West Courtyard Drive, Suite 370
Austin, TX 78730
RE:

Policy:
Member:
Bonds:

2020B0225
City of Merkel, Texas
General Obligation Refunding Bonds, Series 2020

Date of the Official Statement: March 31, 2020
Ladies and Gentlemen:
I am Counsel of Build America Mutual Assurance Company, a New York mutual
insurance company (“BAM”). You have requested my opinion in such capacity as to the
matters set forth below in connection with the issuance by BAM of its above-referenced
policy (the “Policy”). In that regard, and for purposes of this opinion, I have examined
such corporate records, documents and proceedings as I have deemed necessary and
appropriate.
Based upon the foregoing, I am of the opinion that:
1. BAM is a mutual insurance company duly organized and validly existing under the
laws of the State of New York and authorized to transact financial guaranty insurance
business therein and in the State of Texas.
2. The Policy has been duly authorized, executed and delivered by BAM.
3. The Policy constitutes the valid and binding obligation of BAM, enforceable in
accordance with its terms, subject, as to the enforcement of remedies, to bankruptcy,
insolvency, reorganization, rehabilitation, moratorium and other similar laws
affecting the enforceability of creditors' rights generally applicable in the event of the
bankruptcy or insolvency of BAM and to the application of general principles of
equity.

4. The issuance of the Policy qualifies the Member as a member of BAM until the
Bonds are no longer outstanding. As a member of BAM, the Member is entitled to
certain rights and privileges as provided in BAM’s charter and by-laws and as may
otherwise be provided under New York law. The Policy is non-assessable and creates
no contingent mutual liability.
In addition, please be advised that I have reviewed the description of the Policy under the
caption “BOND INSURANCE” in the official statement related to the above-referenced
Bonds (the "Official Statement"). There has not come to my attention any information
which would cause me to believe that the description of the Policy, as of the date of the
Official Statement or as of the date of this opinion, contains any untrue statement of a
material fact or omits to state a material fact necessary to make the statements therein, in
the light of the circumstances under which they were made, not misleading. Please be
advised that except as described above, I express no opinion with respect to any
information contained in, or omitted from, the Official Statement.
I am a member of the Bar of the State of New York, and do not express any opinion as to
any law other than the laws of the State of New York.
This letter and the legal opinions herein are intended for the information solely of the
addressees hereof and solely for the purposes of the transactions described in the Official
Statement and are not to be relied upon by any other person or entity (including, without
limitation, any person or entity that acquires bonds from an addressee of this letter.) I do
not undertake to advise you of matters that may come to my attention subsequent to the
date hereof that may affect the conclusions expressed herein.
Very truly yours,

DISCLOSURE, NO DEFAULT AND TAX CERTIFICATE OF
BUILD AMERICA MUTUAL ASSURANCE COMPANY
BAM Policy No.: 2020B0225
BONDS: $4,380,000 in aggregate principal amount of
City of Merkel, Texas
General Obligation Refunding Bonds,
Series 2020
Date of the Official Statement: March 31, 2020
The undersigned hereby certifies on behalf of BUILD AMERICA MUTUAL ASSURANCE COMPANY (“BAM”), in connection with
the issuance by BAM of its Policy referenced above (the “Policy”) in respect of the Bonds referenced above (the “Bonds”) that:
(i)
The information set forth under the caption “BOND INSURANCE-BUILD AMERICA MUTUAL ASSURANCE COMPANY”
in the official statement referenced above, relating to the Bonds (the “Official Statement”) is true and correct;
(ii)
BAM is not currently in default nor has BAM ever been in default under any policy or obligation guaranteeing the
payment of principal of or interest on an obligation;
(iii)
The Policy is an unconditional and recourse obligation of BAM (enforceable by or on behalf of the holders of the
Bonds) to pay the scheduled principal of and interest on the Bonds when due in the event of Nonpayment by the Issuer (as set
forth in the Policy);
(iv)
The insurance payment (inclusive of the sum of the Risk Premium and the Member Surplus Contribution) (the
“Insurance Payment”) is solely a charge for the transfer of credit risk and was determined in arm's length negotiations and is
required to be paid to BAM as a condition to the issuance of the Policy;
(v)
BAM will, for federal income tax purposes, treat the Insurance Payment as solely in consideration for the insurance
risk it assumes in the Policy and not as consideration for an investment in BAM or its assets;
(vi)
No portion of such Insurance Payment represents an indirect payment of costs of issuance, including rating agency
fees, other than fees paid by BAM to maintain its rating, which, together with all other overhead expenses of BAM, are taken
into account in the formulation of its rate structure, or for the provision of additional services by BAM, or represents a direct
or indirect payment for any goods or services provided to the Issuer (including the right to receive a dividend), or the direct or
indirect payment for a cost, risk or other element that is not customarily borne by insurers of tax-exempt bonds (in
transactions in which the guarantor has no involvement other than as a guarantor);
(vii)
BAM is not providing any services in connection with the Bonds other than providing the Policy, and except for the
Insurance Payment, BAM will not use any portion of the Bond proceeds;
(viii)
Except for payments under the Policy in the case of Nonpayment by the Issuer, there is no obligation to pay any
amount of principal or interest on the Bonds by BAM;
(ix)
(a) BAM has not paid any dividends to date, (b) BAM’s Board of Directors has resolved that BAM’s priorities for
surplus, as it accumulates, will be to preserve capital strength and claims paying resources for the benefit of its members and
secondarily to return value by reducing premiums charged for its insurance, and (c) BAM has no current expectation that any
dividends will be paid;
(x)
BAM does not expect that a claim or any other payment will be made on or with respect to the Policy or by BAM to
the Issuer; and
(xi)
Neither the Issuer nor any other Obligor is entitled to a refund of the Insurance Payment for the Policy in the event a
Bond is retired before the final maturity date.

BAM makes no representation as to the nature of the interest to be paid on the Bonds or the treatment of the Policy under
Section 1.148-4(f) of the Income Tax Regulations.
BUILD AMERICA MUTUAL ASSURANCE COMPANY

By: ____________________________________
Authorized Officer
Dated: April 17, 2020

!

Primary Market Disclosure Certificate
City of Merkel, Texas
General Obligation Refunding Bonds, Series 2020
(the “Insured Bonds”)
For the benefit of City of Merkel, Texas (the “Issuer”), and acknowledging that the
Issuer will be relying on the contents hereof in addressing certain tax and disclosure
items and for other matters, Build America Mutual Assurance Company (“Build
America”) makes the following representations and warranties as of the date hereof:
1. Neither Build America nor any affiliate of Build America has purchased, or
has committed to purchase, any of the Insured Bonds, whether at the initial
offering or otherwise;
2. Neither Build America nor any affiliate of Build America has entered into any
agreement or understanding regarding the purchase or sale of the Insured
Bonds, except for the insurance policies that Build America has provided
regarding payments due under the Insured Bonds and the documentation
associated with said insurance policies.
For the purposes of this certificate, “affiliate of Build America” means a person or
entity that directly, or indirectly through one or more intermediaries, controls or is
controlled by, or is under common control with, Build America.
April 17, 2020
Build America Mutual Assurance Company

By: _____________________________________________
Authorized Officer

NO. T-1

PRINCIPAL
AMOUNT
$4,380,000

UNITED STATES OF AMERICA
STATE OF TEXAS
CITY OF MERKEL, TEXAS
GENERAL OBLIGATION REFUNDING BOND
SERIES 2020
DATE OF BONDS

MATURITY DATE

As Shown Below

April 1, 2020

As Shown Below

EN

INTEREST RATE

REGISTERED OWNER: RAYMOND JAMES & ASSOCIATES, INC.

PRINCIPAL AMOUNT: FOUR MILLION THREE HUNDRED EIGHTY THOUSAND DOLLARS

IM

THE CITY OF MERKEL, TEXAS, in Taylor 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 September 1
in each of the years, in the principal installments and bearing interest at the per annum rates set forth in the
following schedule:
Principal
Amount ($)

Interest
Rate (%)

September 1, 2021
September 1, 2022
September 1, 2023
September 1, 2024
September 1, 2025
September 1, 2026
September 1, 2027
September 1, 2028
September 1, 2029
September 1, 2030
September 1, 2034
September 1, 2037
September 1, 2040
September 1, 2042
September 1, 2044
September 1, 2048

120,000
120,000
125,000
130,000
110,000
110,000
115,000
115,000
120,000
125,000
550,000
480,000
535,000
385,000
425,000
815,000

3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
3.000
4.000
4.000
4.000
4.000
4.000
4.000

SP

EC

Maturity Date

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 April 17, 2020 at the respective Interest Rate per annum
specified above. Interest is payable on September 1, 2020, and semiannually on each March 1 and

1

September 1 thereafter to the date of payment of the principal installment specified above, or the date of
redemption prior to maturity; except, that if this Bond 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 Bond or Bonds, if any, for which this
Bond is being exchanged is due but has not been paid, then this Bond shall bear interest from the date to
which such interest has been paid in full.

EC

IM

EN

THE PRINCIPAL OF AND INTEREST ON this Bond are payable in lawful money of the United
States of America, without exchange or collection charges. The principal of this Bond shall be paid to the
registered owner hereof upon presentation and surrender of this Bond at maturity, or upon the date fixed for
its redemption prior to maturity, at the principal corporate trust office of UMB Bank, N.A. in Austin, Texas,
which is the "Paying Agent/Registrar" for this Bond. The payment of interest on this Bond shall be made
by the Paying Agent/Registrar to the registered owner hereof on each interest payment date by check or
draft, dated as of such interest payment date, drawn by the Paying Agent/Registrar on, and payable solely
from, funds of the Issuer required by the ordinance authorizing the issuance of this Bond (the "Bond
Ordinance") to be on deposit with the Paying Agent/Registrar for such purpose as hereinafter provided; and
such check or draft shall be sent by the Paying Agent/Registrar by United States mail, first-class postage
prepaid, on each such interest payment date, to the registered owner hereof, at its address as it appeared at
the close of business on the fifteenth calendar 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 a non-payment of interest on a
scheduled payment date, and for 30 days thereafter, a new record date for such interest payment (a "Special
Record Date") will be established by the Paying Agent/Registrar, if and when funds for the payment of such
interest have been received from the 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 Bond appearing on the Registration Books at the close of business on the
last business day next preceding the date of mailing of such notice.

SP

ANY ACCRUED INTEREST due at maturity or upon the redemption of this Bond prior to
maturity as provided herein shall be paid to the registered owner upon presentation and surrender of this
Bond for payment or redemption at the principal corporate trust office of the Paying Agent/Registrar. The
Issuer covenants with the registered owner of this Bond that on or before each principal payment date and
interest payment date for this Bond it will make available to the Paying Agent/Registrar, from the "Interest
and Sinking Fund" created by the Bond Ordinance, the amounts required to provide for the payment, in
immediately available funds, of all principal of and interest on the Bonds, when due.
IF THE DATE for any payment of the principal of or interest on this Bond shall be a Saturday,
Sunday, a legal holiday or a day on which banking institutions in the city where the principal corporate trust
office of the Paying Agent/Registrar is located are authorized by law or executive order to close, then the
date for such payment shall be the next succeeding day that is not such a Saturday, Sunday, legal holiday or
day on which banking institutions are authorized to close; and payment on such date shall have the same
force and effect as if made on the original date payment was due.

THIS BOND is one of a series of Bonds dated April 1, 2020 authorized in accordance with the
Constitution and laws of the State of Texas in the principal amount of $4,380,000 for the public purposes of
refunding certain outstanding obligations of the Issuer, and to pay the costs incurred in connection with the
issuance of the Bonds.

2

ON SEPTEMBER 1, 2030, or on any date thereafter, the Bonds of this series may be redeemed
prior to their scheduled maturities, at the option of the Issuer, with funds derived from any available and
lawful source, as a whole, or in part, and, if in part, the particular Bonds, or portions thereof, to be redeemed
shall be selected and designated by the Issuer (provided that a portion of a Bond 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.

Term Bond Maturing
September 1, 2040
Principal
Amount
Year
2038
$170,000
2039
180,000
2040(1)
185,000

Term Bond Maturing
September 1, 2044
Principal
Amount
Year
2043
$210,000
2044(1)
215,000

Term Bond Maturing
September 1, 2048
Principal
Amount
Year
2045
$220,000
2046
235,000
2047
240,000
2048(1)
120,000

EC

Term Bond Maturing
September 1, 2042
Principal
Amount
Year
2041
$190,000
2042(1)
195,000

Term Bond Maturing
September 1, 2037
Principal
Amount
Year
2035
$155,000
2036
160,000
2037(1)
165,000

IM

Term Bond Maturing
September 1, 2034
Principal
Amount
Year
2031
$130,000
2032
135,000
2033
140,000
(1)
2034
145,000

EN

THE BONDS OF THIS SERIES MATURING ON September 1 in the years 2034, 2037, 2040,
2042, 2044 and 2048 (the “Term Bonds”) are additionally subject to mandatory sinking fund redemption
prior to maturity in part at random, by lot or other customary method selected by the Paying
Agent/Registrar, at the principal amount thereof plus accrued interest to the redemption date, in amounts
sufficient to redeem said Term Bonds on September 1 in the years and in the principal amounts shown on
the following schedule:

(1)

Stated maturity.

SP

The principal amount of said Term Bonds to be redeemed pursuant to the operation of such mandatory
sinking fund redemption provision shall be reduced, at the option of the Issuer, by the principal amount of
said Term Bonds of the respective maturity which, at least 45 days prior to the mandatory sinking fund
redemption date, (1) shall have been acquired by the Issuer at a price not exceeding the principal amount of
such Term Bonds plus accrued interest to the date of purchase thereof, and delivered to the Paying
Agent/Registrar for cancellation, (2) shall have been purchased and canceled by the Paying Agent/Registrar
at the request of the Issuer at a price not exceeding the principal amount of such Term Bonds plus accrued
interest to the date of purchase, or (3) shall have been redeemed pursuant to the optional redemption
provisions above and not theretofore credited against a mandatory sinking fund redemption requirement.
IF AT THE TIME OF MAILING of notice of optional redemption there shall not have either been
deposited with the Paying Agent/Registrar or legally authorized escrow agent immediately available funds
sufficient to redeem all the Bonds called for redemption, such notice may state that it is conditional, and is
subject to the deposit of the redemption moneys with the Paying Agent/Registrar or legally authorized
escrow agent at or prior to the redemption date. If such redemption is not effectuated, the Paying
Agent/Registrar shall, within five days thereafter, give notice in the manner in which the notice of
redemption was given that such moneys were not so received and shall rescind the redemption.

3

IM

EN

AT LEAST 30 days prior to the date fixed for any redemption of Bonds or portions thereof prior to
maturity a written notice of such redemption shall be sent by the Paying Agent/Registrar by United States
mail, first-class postage prepaid, at least 30 days prior to the date fixed for any such redemption, to the
registered owner of each Bond to be redeemed at its address as it appeared on the 45th day prior to such
redemption date; 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 Bond. 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
Bonds or portions thereof that 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 Bonds or portions thereof that 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 Bond shall be redeemed, a
substitute Bond or Bonds having the same maturity date, bearing interest at the same rate, in any
denomination or denominations in any integral multiple of $5,000, at the written request of the registered
owner, and in aggregate principal amount equal to the unredeemed portion thereof, will be issued to the
registered owner upon the surrender thereof for cancellation, at the expense of the Issuer, all as provided in
the Bond Ordinance.

SP

EC

ALL BONDS OF THIS SERIES are issuable solely as fully registered bonds, without interest
coupons, in the denomination of any integral multiple of $5,000. As provided in the Bond Ordinance, this
Bond may, at the request of the registered owner or the assignee or assignees hereof, be assigned,
transferred, converted into and exchanged for a like aggregate principal amount of fully registered Bonds,
without interest coupons, payable to the appropriate registered owner, assignee or assignees, as the case
may be, having the same 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 Bond to the Paying Agent/Registrar for cancellation, all in accordance with the form and procedures set
forth in the Bond Ordinance. Among other requirements for such assignment and transfer, this Bond 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 Bond or any portion or portions hereof in any integral multiple of $5,000 to the assignee
or assignees in whose name or names this Bond or any such portion or portions hereof is or are to be
registered. The form of Assignment printed or endorsed on this Bond 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 Bond
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 Bond 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 (ii) with respect to any Bond 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 Bonds is changed by the Issuer, resigns, or
otherwise ceases to act as such, the Issuer has covenanted in the Bond 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 Bonds.

4

IT IS HEREBY certified, recited and covenanted that this Bond 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 Bond have been
performed, existed and been done in accordance with law; and that annual ad valorem taxes sufficient to
provide for the payment of the interest on and principal of this Bond, 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.

EN

THE ISSUER HAS RESERVED THE RIGHT to amend the Bond Ordinance as provided therein,
and under some (but not all) circumstances amendments thereto must be approved by the registered owners
of a majority in aggregate principal amount of the outstanding Bonds.

SP

EC

IM

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

5

IN WITNESS WHEREOF, the Issuer has caused this Bond to be signed with the manual or
facsimile signature of the Mayor of the Issuer (or in the absence of the Mayor, the Mayor Pro Tem 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 Bond.

City Secretary

SP

EC

IM

EN

(SEAL)

Mayor

ASSIGNMENT
(Please print or type clearly)
For value received, the undersigned hereby sells, assigns and transfers unto:

Transferee's Social Security or Taxpayer Identification Number:

EN

Transferee's name and address, including zip code:

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

, attorney, to register the transfer of
the within Bond on the books kept for registration thereof, with full power of substitution in the premises.
Dated:

.

IM

Signature Guaranteed:

NOTICE: The signature above must correspond
with the name of the registered owner as it appears
upon the front of this Bond in every particular,
without alteration or enlargement or any change
whatsoever.

SP

EC

NOTICE: Signature(s) must be guaranteed by an
eligible guarantor institution participating in a
securities transfer association recognized signature
guarantee program.

COMPTROLLER'S REGISTRATION CERTIFICATE: REGISTER NO.
I hereby certify that there is on file and of record in my office a true and correct copy of the opinion
of the Attorney General of the State of Texas approving this Bond and that this Bond has been registered
this day by me.
Witness my signature and seal this ______________________.

SP

EC

IM

(COMPTROLLER'S SEAL)

EN

___________________________________________
Comptroller of Public Accounts of the State of Texas

STATEMENT OF INSURANCE

SP

EC

IM

EN

Build America Mutual Assurance Company (“BAM”), New York, New York, has delivered its
municipal bond insurance policy (the “Policy”) with respect to the scheduled payments due of principal of
and interest on this Bond to UMB Bank, N.A., Austin, Texas, or its successor, as paying agent for the Bonds
(the “Paying Agent”). Said Policy is on file and available for inspection at the principal office of the
Paying Agent and a copy thereof may be obtained from BAM or the Paying Agent. All payments required
to be made under the Policy shall be made in accordance with the provisions thereof. By its purchase of
these Bonds, the owner acknowledges and consents (i) to the subrogation and all other rights of BAM as
more fully set forth in the Policy and (ii) that upon the occurrence and continuance of a default or an event
of default under the Ordinance or this Bond, BAM shall be deemed to be the sole owner of the Bonds for all
purposes and shall be entitled to control and direct the enforcement of all rights and remedies granted to the
owners of the Bonds or the trustee, paying agent, registrar or similar agent for the benefit of such owners
under the Ordinance, at law or in equity.

500 North Akard Street
Ross Tower, Suite 3200
Dallas, TX 75201
tel (214) 871-1400
reference no.: 1606404

March 12, 2020
City of Merkel
100 Kent Street
Merkel, TX 79536
Attention: Mr. Steve Campbell, City Manager
Re: US$4,340,000 City of Merkel, Texas, General Obligation Refunding Bonds, Series 2020, dated: April 10,
2020, due: September 01, 2048
Dear Mr. Campbell:
Pursuant to your request for an S&P Global Ratings rating on the above-referenced obligations, S&P Global
Ratings has assigned a rating of "A+" . S&P Global Ratings views the outlook for this rating as stable. A copy
of the rationale supporting the rating is enclosed.
This letter constitutes S&P Global Ratings' permission for you to disseminate the above-assigned ratings to
interested parties in accordance with applicable laws and regulations. However, permission for such
dissemination (other than to professional advisors bound by appropriate confidentiality arrangements or to allow
the Issuer to comply with its regulatory obligations) will become effective only after we have released the
ratings on standardandpoors.com. Any dissemination on any Website by you or your agents shall include the full
analysis for the rating, including any updates, where applicable. Any such dissemination shall not be done in a
manner that would serve as a substitute for any products and services containing S&P Global Ratings'
intellectual property for which a fee is charged.
To maintain the rating, S&P Global Ratings must receive all relevant financial and other information, including
notice of material changes to financial and other information provided to us and in relevant documents, as soon
as such information is available. Relevant financial and other information includes, but is not limited to,
information about direct bank loans and debt and debt-like instruments issued to, or entered into with, financial
institutions, insurance companies and/or other entities, whether or not disclosure of such information would be
required under S.E.C. Rule 15c2-12. You understand that S&P Global Ratings relies on you and your agents and
advisors for the accuracy, timeliness and completeness of the information submitted in connection with the
rating and the continued flow of material information as part of the surveillance process. Please send all
information via electronic delivery to: pubfin_statelocalgovt@spglobal.com. If SEC rule 17g-5 is applicable, you
may post such information on the appropriate website. For any information not available in electronic format or
posted on the applicable website,
Please send hard copies to:
S&P Global Ratings
Public Finance Department
55 Water Street
New York, NY 10041-0003
The rating is subject to the Terms and Conditions, if any, attached to the Engagement Letter applicable to the
rating. In the absence of such Engagement Letter and Terms and Conditions, the rating is subject to the attached
Terms and Conditions. The applicable Terms and Conditions are incorporated herein by reference.
S&P Global Ratings is pleased to have the opportunity to provide its rating opinion. For more information
please visit our website at www.standardandpoors.com. If you have any questions, please contact us. Thank you
for choosing S&P Global Ratings.
Sincerely yours,
S&P Global Ratings
a division of Standard & Poor's Financial Services LLC
sf
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enclosures
cc: Mr. Ted Christensen, President
Government Capital Securities Corporation
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S&P Global Ratings
Terms and Conditions Applicable To Public Finance Credit Ratings
General. The credit ratings and other views of S&P Global Ratings are statements of opinion and not statements
of fact. Credit ratings and other views of S&P Global Ratings are not recommendations to purchase, hold, or sell
any securities and do not comment on market price, marketability, investor preference or suitability of any
security. While S&P Global Ratings bases its credit ratings and other views on information provided by issuers
and their agents and advisors, and other information from sources it believes to be reliable, S&P Global Ratings
does not perform an audit, and undertakes no duty of due diligence or independent verification, of any
information it receives. Such information and S&P Global Ratings' opinions should not be relied upon in
making any investment decision. S&P Global Ratings does not act as a "fiduciary" or an investment advisor.
S&P Global Ratings neither recommends nor will recommend how an issuer can or should achieve a particular
credit rating outcome nor provides or will provide consulting, advisory, financial or structuring advice. Unless
otherwise indicated, the term "issuer" means both the issuer and the obligor if the obligor is not the issuer.
All Credit Rating Actions in S&P Global Ratings' Sole Discretion. S&P Global Ratings may assign, raise,
lower, suspend, place on CreditWatch, or withdraw a credit rating, and assign or revise an Outlook, at any time,
in S&P Global Ratings' sole discretion. S&P Global Ratings may take any of the foregoing actions
notwithstanding any request for a confidential or private credit rating or a withdrawal of a credit rating, or
termination of a credit rating engagement. S&P Global Ratings will not convert a public credit rating to a
confidential or private credit rating, or a private credit rating to a confidential credit rating.
Publication. S&P Global Ratings reserves the right to use, publish, disseminate, or license others to use, publish
or disseminate a credit rating and any related analytical reports, including the rationale for the credit rating,
unless the issuer specifically requests in connection with the initial credit rating that the credit rating be assigned
and maintained on a confidential or private basis. If, however, a confidential or private credit rating or the
existence of a confidential or private credit rating subsequently becomes public through disclosure other than by
an act of S&P Global Ratings or its affiliates, S&P Global Ratings reserves the right to treat the credit rating as a
public credit rating, including, without limitation, publishing the credit rating and any related analytical reports.
Any analytical reports published by S&P Global Ratings are not issued by or on behalf of the issuer or at the
issuer's request. S&P Global Ratings reserves the right to use, publish, disseminate or license others to use,
publish or disseminate analytical reports with respect to public credit ratings that have been withdrawn,
regardless of the reason for such withdrawal. S&P Global Ratings may publish explanations of S&P Global
Ratings' credit ratings criteria from time to time and S&P Global Ratings may modify or refine its credit ratings
criteria at any time as S&P Global Ratings deems appropriate.
Reliance on Information. S&P Global Ratings relies on issuers and their agents and advisors for the accuracy
and completeness of the information submitted in connection with credit ratings and the surveillance of credit
ratings including, without limitation, information on material changes to information previously provided by
issuers, their agents or advisors. Credit ratings, and the maintenance of credit ratings, may be affected by S&P
Global Ratings' opinion of the information received from issuers, their agents or advisors.
Confidential Information. S&P Global Ratings has established policies and procedures to maintain the
confidentiality of certain non-public information received from issuers, their agents or advisors. For these
purposes, "Confidential Information" shall mean verbal or written information that the issuer or its agents or
advisors have provided to S&P Global Ratings and, in a specific and particularized manner, have marked or
otherwise indicated in writing (either prior to or promptly following such disclosure) that such information is
"Confidential."
S&P Global Ratings Not an Expert, Underwriter or Seller under Securities Laws. S&P Global Ratings has not
consented to and will not consent to being named an "expert" or any similar designation under any applicable
securities laws or other regulatory guidance, rules or recommendations, including without limitation, Section 7
of the U.S. Securities Act of 1933. S&P Global Ratings has not performed and will not perform the role or tasks
associated with an "underwriter" or "seller" under the United States federal securities laws or other regulatory
guidance, rules or recommendations in connection with a credit rating engagement.
Disclaimer of Liability. S&P Global Ratings does not and cannot guarantee the accuracy, completeness, or
timeliness of the information relied on in connection with a credit rating or the results obtained from the use of
such information. S&P GLOBAL RATINGS GIVES NO EXPRESS OR IMPLIED WARRANTIES,
INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS
PF Ratings U.S. (4/28/16)
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FOR A PARTICULAR PURPOSE OR USE. S&P Global Ratings, its affiliates or third party providers, or any
of their officers, directors, shareholders, employees or agents shall not be liable to any person for any
inaccuracies, errors, or omissions, in each case regardless of cause, actions, damages (consequential, special,
indirect, incidental, punitive, compensatory, exemplary or otherwise), claims, liabilities, costs, expenses, legal
fees or losses (including, without limitation, lost income or lost profits and opportunity costs) in any way arising
out of or relating to a credit rating or the related analytic services even if advised of the possibility of such
damages or other amounts.
No Third Party Beneficiaries. Nothing in any credit rating engagement, or a credit rating when issued, is
intended or should be construed as creating any rights on behalf of any third parties, including, without
limitation, any recipient of a credit rating. No person is intended as a third party beneficiary of any credit rating
engagement or of a credit rating when issued.

PF Ratings U.S. (4/28/16)

Page | 4

Summary:

Merkel, Texas; General Obligation
Primary Credit Analyst:
Calix Sholander, Centennial + 1 (303) 721 4255; calix.sholander@spglobal.com
Secondary Contact:
Alex Louie, Centennial 303-721-4559; alex.louie@spglobal.com

Table Of Contents
Rating Action
Stable Two-Year Outlook
Credit Opinion
Related Research

WWW.STANDARDANDPOORS.COM/RATINGSDIRECT

MARCH 12, 2020 1

Summary:

Merkel, Texas; General Obligation
Credit Profile
US$4.34 mil GO rfdg bnds ser 2020 dtd 04/10/2020 due 09/01/2048
Long Term Rating

A+/Stable

New

Rating Action
S&P Global Ratings assigned its 'A+' rating to the City of Merkel, Texas' series 2020 general obligation refunding
bonds ($4.34 million). The outlook is stable.
The bonds are secured by an ad valorem tax levied within the limits prescribed by law on all taxable property within
the city. Per state statute, the city's total tax rate is limited to $1.50 per $100 of assessed value (AV), $1 of which can be
dedicated for debt service. For fiscal 2020, the city's tax rate is 66 cents for operations (the city has historically not
levied a debt service tax as the water/sewer utility has provided self-support for most of the city's outstanding debt),
which is well below the state's limitations. The ad valorem taxes are not levied on a narrower or distinctly different tax
base, and there are no limitations on the fungibility of resources available for the payment of debt service. Therefore,
we view the limited-tax pledge to be on par with the issuer credit rating, which reflects the city's general
creditworthiness. Bond proceeds will refund the city's series 1994, 2008, and 2009 certificates of obligation. After this
issuance, the city will have $5.7 million of total direct debt outstanding, and $1.4 net direct debt, after accounting for
self-supporting debt.

Credit Overview
The rating reflects our view of the city's limited local economy, strong budgetary performance, and maintenance of an
available fund balance in excess of 100% of expenditures. Although the local economy is limited, its tax base has
exhibited steady growth, increasing every year over the last 20 years, apart from a decline in fiscal 2018. While
management states that there could be a slight decline in assessed value due to the completion of pipeline projects (the
assessed value of equipment used to assemble the pipelines is added to the city's tax roll but is subsequently removed
once the project is complete and the equipment leaves the city), they expect the city's tax base to be stable overall. We
note that the city's market value per capita is close to $30,000, below what we consider reflective of a limited tax base
and a negative credit factor. However, we do not anticipate the rating changing if the city's market value fell below that
threshold, unless there is budgetary pressure and a significant decline in the city's available fund balance. The city has
exhibited strong budgetary performance, with operating surpluses in four of the last five audited fiscal years. The city
has also historically maintained an available fund balance in excess of 100% of expenditures, which we view as a
positive credit factor. Given the city's strong budgetary performance, with no plans to spend down reserves over the
next two years, we expect the city will maintain its very strong financial position. Finally, we do not view pension and
OPEB contributions as likely to pressure the city's budget over the outlook period, given the adequate funded status of
the pension plan and limited OPEB liability.
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The rating also reflects our view of the:
• Very weak economy, with projected per capita effective buying income at 74.3% of the national level and market
value per capita of $33,863;
• Adequate management, with standard financial policies and practices under our Financial Management Assessment
methodology;
• Strong budgetary performance, with operating surpluses in the general fund and at the total governmental fund level
in fiscal 2019;
• Very strong budgetary flexibility, with a high available fund balance in fiscal 2019 of 111% of operating
expenditures;
• Very strong liquidity, with total government available cash at 1.6x total governmental fund expenditures and 9.2x
governmental debt service, and access to external liquidity we consider strong;
• Very weak debt and contingent liability position, with debt service carrying charges at 17.9% of expenditures and
net direct debt that is 111.8% of total governmental fund revenue; and
• Strong institutional framework score.

Stable Two-Year Outlook
Downside scenario
If persistent operating deficits or capital outlay occur and the available fund balance drops below 75% of expenditures,
we could consider lowering the rating.

Upside scenario
If economic expansion led to significant improvement in the city's wealth and income indicators, we could consider
raising the rating.

Credit Opinion
Very weak economy
We consider Merkel's economy very weak. The city, with an estimated population of 2,708, is located in Taylor
County, approximately 17 miles west of Abilene, Texas. The city has a projected per capita effective buying income of
74.3% of the national level and per capita market value of $33,863. Overall, the city's market value grew by 6.6% over
the past year to $91.7 million in 2020. The county unemployment rate was 3.2% in 2018. The city's assessed value has
increased every year over the last 20 years, apart from a decline in fiscal 2018 due to the completion of a pipeline
project (the temporary equipment used to construct the pipeline had been added to the city's tax roll, resulting in a loss
of assessed value once that equipment left the city at project end). Management does not expect any significant
changes to the city's tax base, although notes that assessed value could decline slightly from the completion of pipeline
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projects. Although the city's market value per capita is close to $30,000, below which we consider reflective of a
limited tax base and a negative credit factor, we do not anticipate the rating would change if the city's market value fell
below that threshold unless accompanied by budgetary pressure and a significant decline in the city's available fund
balance.

Adequate management
We view the city's management as adequate, with standard financial policies and practices under our Financial
Management Assessment methodology, indicating the finance department maintains adequate policies in some but not
all key areas.
Highlights of the city's financial management policies and practices include the use of historical data in developing
revenue and expenditures assumptions, a formal investment management policy, and providing the city council with
quarterly reports on the city's investment holdings and budget-to-actual performance. The city also has a formal policy
to maintain an unassigned fund balance of at least 20% of expenditures, which historically the city has maintained
reserves well in excess of that minimum. The city does not have formal long-term capital or financial plans, and does
not have a formal debt management policy outside of adhering to state statutes governing debt issuance.

Strong budgetary performance
Merkel's budgetary performance is strong in our opinion. The city had operating surpluses of 3.2% of expenditures in
the general fund and of 3.2% across all governmental funds in fiscal 2019. Property taxes accounted for 44% of general
fund revenue, in fiscal 2019, followed by sales taxes at 30%.
The city has exhibited consistently strong budgetary performance, with operating surpluses across governmental funds
in four of the last five audited fiscal years. For fiscal 2020, the city adopted a slight surplus budget, with total
expenditures of $1.3 million. City officials indicate the budget is tracking well, and do not expect any large fluctuations
in the fund balance. Given the city's historically strong budgetary performance, and as management has no plans to
significantly drawdown on the fund balance, we expect the city's performance to remain strong over the two-year
outlook period.

Very strong budgetary flexibility
Merkel's budgetary flexibility is very strong, in our view, with a high available fund balance in fiscal 2019 of 111% of
operating expenditures, or $1.4 million. We expect the available fund balance to remain above 75% of expenditures for
the current and next fiscal years, which we view as a positive credit factor, as the city has historically maintained a
fund balance in excess of 100% of expenditures, and city officials do not have plans to spend down the fund balance
over the next two years.

Very strong liquidity
In our opinion, Merkel's liquidity is very strong, with total government available cash at 1.6x total governmental fund
expenditures and 9.2x governmental debt service in 2019. In our view, the city has strong access to external liquidity if
necessary given its history of issuing certificates of obligation. The city's series 2011 certificates of obligation is
privately placed; however, we do not view it as a contingent liquidity risk, as there are no non-standard events of
default or acceleration clauses. Additionally, we do not view the city's investment portfolio as aggressive, with most
holding in cash or certificates of deposit, and expect the city's liquidity will remain what we consider very strong.
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Very weak debt and contingent liability profile
In our view, Merkel's debt and contingent liability profile is very weak. Total governmental fund debt service is 17.9%
of total governmental fund expenditures, and net direct debt is 111.8% of total governmental fund revenue. The city
does not have plans to issue additional debt over the next two to three years.
We do not view pension and OPEB contributions as likely to pressure the city's budget over the outlook period, given
the adequate funded status of the pension plan and limited OPEB liability.
The city participates in the following plans:
• Texas Municipal Retirement System (TMRS), with a funded ratio of 79% and a net pension liability of $353,801.
• TMRS supplemental death benefits fund, which provides group-life insurance to employees, with a total OPEB
liability of $30,841.
The city made its full annual required pension contribution in 2019, totaling $60,515, or 5.1% of total governmental
fund expenditures. Given TRMS is an agent plan, assets are jointly managed. The plan uses a discount rate of 6.75%,
which could lead to some contribution volatility. However, TMRS's asset valuation method helps to stabilize
contribution rates. We note that while the city met static funding in 2018 (the last measurement year for TRMS), it was
slightly below making minimum funding progress.

Strong institutional framework
The institutional framework score for Texas municipalities is strong.

Related Research
• S&P Public Finance Local GO Criteria: How We Adjust Data For Analytic Consistency, Sept. 12, 2013
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• Criteria Guidance: Assessing U.S. Public Finance Pension And Other Postemployment Obligations For GO Debt,
Local Government GO Ratings, And State Ratings, Oct. 7, 2019

Certain terms used in this report, particularly certain adjectives used to express our view on rating relevant factors, have specific meanings ascribed
to them in our criteria, and should therefore be read in conjunction with such criteria. Please see Ratings Criteria at www.standardandpoors.com for
further information. Complete ratings information is available to subscribers of RatingsDirect at www.capitaliq.com. All ratings affected by this rating
action can be found on S&P Global Ratings' public website at www.standardandpoors.com. Use the Ratings search box located in the left column.
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