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ORDINANCE NO. 2010-O-163
ORDINANCE AUTHORIZING THE ISSUANCE OF CITY OF LAREDO, TEXAS WATERWORKS
AND SEWER SYSTEM REVENUE BONDS, NEW SERIES 2010, FOR THE PURPOSE OF
IMPROVING AND EXTENDING THE CITY’S COMBINED WATERWORKS SYSTEM AND
SEWER SYSTEM, APPROVING AN OFFICIAL STATEMENT, AUTHORIZING THE
EXECUTION OF A PURCHASE CONTRACT, MAKING PROVISIONS FOR THE SECURITY
THEREOF; AUTHORIZING AMENDMENT TO THE CITY’S BUDGET TO APPROPRIATE SUCH
PROCEEDS FOR PURPOSES AUTHORIZED HEREIN; AND ORDAINING OTHER MATTERS
RELATING TO THE SUBJECT
 
THE STATE OF TEXAS §
COUNTY OF WEBB §
CITY OF LAREDO §

WHEREAS, the following sewer system and waterworks and sewer system revenue bonds of the
City of Laredo ("Issuer" or "City") are payable from a first lien on the City's combined waterworks system
and sewer system, are presently outstanding:

City of Laredo, Texas Sewer System Revenue Refunding Bonds, Series 2002A, dated
August 1, 2002, maturity March 1, 2011, now outstanding in the aggregate principal amount
of $80,000 (the "Series 2002A Bonds"); and

City of Laredo, Texas Sewer System Revenue Refunding Bonds, Taxable Series 2002B,
dated August 1, 2002, maturity March 1, 2011, now outstanding in the aggregate principal
amount of $110,000 (the "Series 2002B Bonds"); and

City of Laredo, Texas Waterworks and Sewer System Revenue Bonds, Series 2004A, dated
June 1, 2004, maturities March 1, 2011 through March 1, 2024, now outstanding in the
aggregate principal amount of $5,900,000 (the "Series 2004A Bonds"); and

City of Laredo, Texas Waterworks and Sewer System Revenue Refunding Bonds, Series
2005, dated July 1, 2005, maturities March 1, 2011 through March 1, 2025, now outstanding
in the aggregate principal amount of $5,280,000 (the "Series 2005 Bonds"); and

City of Laredo, Texas Waterworks and Sewer System Revenue Refunding Bonds, Series
2006, dated June 1, 2006, maturities March 1, 2011 through March 1, 2026, now outstanding
in the aggregate principal amount of $11,790,000 (the "Series 2006 Bonds"); and

City of Laredo, Texas Waterworks and Sewer System Revenue Bonds, Series 2007, dated
August 1, 2007, maturities March 1, 2011 through March 1, 2027, now outstanding in the
aggregate principal amount of $15,930,000 (the "Series 2007 Bonds"); and

WHEREAS, the Series 2002A Bonds, the Series 2002B Bonds, the Series 2004A Bonds, the Series
2005 Bonds, the Series 2006 Bonds and the Series 2007 Bonds are hereinafter defined as the “Prior Series
Bonds”; and

WHEREAS, the Issuer deems it advisable to authorize and deliver these Bonds, for improvement
and extension to the Issuer's Combined Waterworks System and Sewer System; and
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WHEREAS, the Issuer deems it advisable to designate these Bonds and all future bonds issued on
parity with the Prior Series Bonds, all payable and secured by a first lien on and pledge of the Pledged
Revenues, as defined herein, as “New Series Bonds” to distinguish them from the Prior Series Bonds; and

WHEREAS, the Issuer deems it advisable for certain provisions of this Ordinance, as described
herein, to be substituted and applicable to the New Series Bonds at such time as the Prior Series Bonds are
either defeased or no longer outstanding; and 

WHEREAS, the bonds hereinafter authorized are to be issued and delivered pursuant to Chapter
1502, Texas Government Code; and 

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

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

Section 1. AMOUNT AND PURPOSE OF THE BONDS.  The bond or bonds of the City of
Laredo (the "Issuer") are hereby authorized to be issued and delivered in the aggregate principal amount of
$82,175,000 for the purpose of improving and extending the Issuer's combined Waterworks System and
Sewer System.

Section 2. DESIGNATION OF THE BONDS.  Each bond issued pursuant to this Ordinance
shall be designated:  "CITY OF LAREDO, TEXAS WATERWORKS AND SEWER SYSTEM REVENUE
BOND, NEW SERIES 2010", and initially there shall be issued, sold, and delivered hereunder a single fully
registered bond, without interest coupons, payable in annual installments of principal (the "Initial Bond"),
but the Initial Bond may be assigned and transferred and/or converted into and exchanged for a like aggregate
principal amount of fully registered bonds, without interest coupons, having serial and annual maturities, and
in the denomination or denominations of $5,000 or any integral multiple of $5,000, all in the manner
hereinafter provided.  The term "Bonds" as used in this Ordinance shall mean and include collectively the
Initial Bond and all substitute bonds exchanged therefor, as well as all other substitute bonds and replacement
bonds issued pursuant hereto, and the term "Bond" shall mean any of the Bonds.

Section 3. INITIAL DATE, DENOMINATION, NUMBER, MATURITIES, INITIAL
REGISTERED OWNER, AND CHARACTERISTICS OF THE INITIAL BOND.  (a)  The Initial Bond
is hereby authorized to be issued, sold,  and delivered hereunder as a single fully registered Bond, without
interest coupons, dated October 15, 2010, in the denomination and aggregate principal amount of $82,175,000
numbered R-1, payable in annual installments of principal to the initial registered owner thereof, to-wit:  J.P.
Morgan Securities LLC, to the registered assignee or assignees of said Bond or any portion or portions thereof
(in each case, the "registered owner"), with the annual installments of principal of the Initial Bond to be
payable on the dates, respectively, and in the principal amounts, respectively, stated in the FORM OF
INITIAL BOND set forth in this Ordinance.

(b)  The Initial Bond (i) may be prepaid or redeemed prior to the respective scheduled due dates of
installments of principal thereof, (ii) may be assigned and transferred, (iii) may be converted and exchanged
for other Bonds, (iv) shall have the characteristics, and (v) shall be signed and sealed, and the principal of and
interest on the Initial Bond shall be payable, all as provided, and in the manner required or indicated, in the
FORM OF INITIAL BOND set forth in this Ordinance.
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Section  4. INTEREST.  The unpaid principal balance of the Initial Bond shall bear interest
from the date of the Initial Bond and will be calculated on the basis of a 360-day year of twelve 30-day
months to the respective scheduled due dates, of the installments of principal of the Initial Bond, and said
interest shall be payable, all in the manner provided and at the rates and on the dates stated in the FORM OF
INITIAL BOND set forth in this Ordinance.

Section 5. FORM OF INITIAL BOND.  The form of the Initial Bond, including the form of
Registration Certificate of the Comptroller of Public Accounts of the State of Texas to be endorsed on the
Initial Bond, shall be substantially as follows:

FORM OF INITIAL BOND
NO. R-1 $82,175,000

UNITED STATES OF AMERICA
STATE OF TEXAS

COUNTY OF WEBB
CITY OF LAREDO, TEXAS

WATERWORKS AND SEWER SYSTEM REVENUE BOND, NEW SERIES 2010

The CITY OF LAREDO, in WEBB COUNTY, TEXAS (the "Issuer"), being a political subdivision
of the State of Texas, hereby promises to pay to 

J.P. Morgan Securities LLC

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

Eighty Two Million One Hundred Seventy Five Thousand Dollars

in annual installments of principal due and payable on March 1 in each of the years, and in the respective
principal amounts, as set forth in the following schedule:

YEAR AMOUNT YEAR AMOUNT
2011 $1,770,000 2023 $2,160,000
2012 1,310,000 2024   2,270,000
2013 1,350,000 2025   2,385,000
2014 1,395,000 2026   2,510,000
2015 1,455,000 ***          ***
2016 1,520,000 2030 11,450,000
2017 1,600,000 ***          ***
2018 1,680,000 2035 18,150,000
2019 1,765,000 ***          ***
2020 1,860,000 2040-A   3,000,000
2021 1,955,000 ***          ***
2022 2,055,000   2040-B 20,535,000

and to pay interest, from the date of this Bond hereinafter stated, on the balance of each such installment of
principal, respectively, from time to time remaining unpaid, at the rates as follows:
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YEAR Interest Rate YEAR Interest Rate
2011 2.000% 2023   5.000%
2012 3.000 2024   5.000
2013 3.000 2025   5.000
2014 4.000 2026   5.000
2015 4.000 ***    ***
2016 5.000 2030   5.250
2017 5.000 ***    ***
2018 5.000 2035   5.250
2019 5.000 ***    ***
2020 5.000 2040-A   4.500
2021 5.000 ***    ***
2022 5.000 2040-B   5.250

with said interest being payable on March 1, 2011, and semiannually on each September 1 and March 1
thereafter while this Bond or any portion hereof is outstanding and unpaid.

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

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

THIS BOND has been authorized in accordance with the Constitution and laws of the State of Texas,
in the principal amount of $82,175,000 for the purpose of improving and extending the Issuer's Combined
Waterworks System and Sewer System.
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ON MARCH 1, 2020, or any date thereafter, the unpaid installments of principal of this Bond may
be prepaid or redeemed prior to their scheduled due dates, at the option of the Issuer, with funds derived from
any available source, as a whole, or in part, and, if in part, the Issuer shall select and designate the maturity,
or maturities, and the amount that is to be redeemed, and if less than a whole maturity is to be called, the
Issuer shall direct the Paying Agent/Registrar to call by lot (provided that a portion of this Bond may be
redeemed only in an integral multiple of $5,000), at the redemption price of the principal amount, plus
accrued interest to the date fixed for prepayment or redemption.

ADDITIONALLY, THE CERTIFICATES OF OBLIGATION MATURING on March 1 in the years
2030, 2035, 2040-A and 2040-B (the "Term Certificates") are subject to mandatory redemption prior to
maturity in part by lot, at a price equal to the principal amount thereof plus accrued interest to the date of
redemption, on the dates and in the respective principal amounts shown below:

TERM 3030 CERTIFICATES MATURING
MARCH 1, 2030

TERM 3035 CERTIFICATES MATURING
MARCH 1, 2035

Mandatory Redemption
Date

Redemption 
Amount

Mandatory Redemption
Date

Redemption 
Amount

March 1, 2027 $2,640,000  March 1, 2031 $3,260,000  
March 1, 2028 2,785,000 March 1, 2032 3,435,000
March 1, 2029 2,935,000 March 1, 2033 3,620,000
March 1, 2030 (maturity)   3,090,000  March 1, 2034

March 1, 2035  (maturity)
  3,815,000   

4,020,000 

TERM 2040-A CERTIFICATES MATURING
MARCH 1, 2040 

(Bearing Interest at the Rate of 4.500%)

TERM 2040-B CERTIFICATES MATURING
MARCH 1, 2040

(Bearing Interest at the Rate of 5.250%)

Mandatory Redemption
Date

Redemption 
Amount

Mandatory Redemption
Date

Redemption 
Amount

March 1, 2036 $540,000  March 1, 2036 $3,695,000 
March 1, 2037 570,000 March 1, 2037 3,890,000
March 1, 2038 600,000 March 1, 2038 4,095,000
March 1, 2039 630,000 March 1, 2039 4,310,000
March 1, 2040 (maturity) 660,000 March 1, 2040 (maturity)    4,545,000   
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The principal amount of the Term Certificates required to be redeemed pursuant to the operation of such
mandatory redemption requirements may be reduced, at the option of the Issuer, by the principal amount of
any such Term Certificates which, prior to the date of the mailing of notice of such mandatory redemption,
(i) shall have been acquired by the Issuer and delivered to the Paying Agent/Registrar for cancellation, (ii)
shall have been purchased and canceled by the Paying Agent/Registrar at the request of the Issuer, or (iii)
shall have been redeemed pursuant to the optional redemption provisions described in the preceding
paragraph and not theretofore credited against a mandatory redemption requirement.

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

THIS BOND, to the extent of the unpaid or unredeemed principal balance hereof, or any unpaid and
unredeemed portion hereof in any integral multiple of $5,000, may be assigned by the initial registered owner
hereof and shall be transferred only in the Registration Books of the Issuer kept by the Paying
Agent/Registrar acting in the capacity of registrar for the Bonds, upon the terms and conditions set forth in
the Bond Ordinance.  Among other requirements for such transfer, this Bond must be presented and
surrendered to the Paying Agent/Registrar for cancellation, together with proper instruments of assignment,
in form and with guarantee of signatures satisfactory to the Paying Agent/Registrar, evidencing assignment
by the initial registered owner of this Bond, or any portion or portions hereof in any integral multiple of
$5,000, to the assignee or assignees in whose name or names this Bond or any such portion or portions hereof
is or are to be transferred and registered.  Any instrument or instruments of assignment satisfactory to the
Paying Agent/Registrar may be used to evidence the assignment of this Bond or any such portion or portions
hereof by the initial registered owner hereof.  A new bond or bonds payable to such assignee or assignees
(which then will be the new registered owner or owners of such new Bond or Bonds) or to the initial
registered owner as to any portion of this Bond which is not being assigned and transferred by the initial
registered owner, shall be delivered by the Paying Agent/Registrar in conversion of and exchange for this
Bond or any portion or portions hereof, but solely in the form and manner as provided in the next paragraph
hereof for the conversion and exchange of this Bond or any portion hereof.  The registered owner of this Bond
shall be deemed and treated by the Issuer and the Paying Agent/Registrar as the absolute owner hereof for
all purposes, including payment and discharge of liability upon this Bond to the extent of such payment, and
the Issuer and the Paying Agent/Registrar shall not be affected by any notice to the contrary.

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

IN THE EVENT any Paying Agent/Registrar for this Bond is changed by the Issuer, resigns, or
otherwise ceases to act as such, the Issuer has covenanted in the Bond Ordinance that it promptly will appoint
a competent and legally qualified substitute therefor, and promptly will cause written notice thereof to be
mailed to the registered owner of this Bond.

IT IS HEREBY certified, recited, and covenanted that this Bond has been duly and validly
authorized, issued, and delivered pursuant to the laws of the State of Texas; that all acts, conditions, and
things required or proper to be performed, exist, and be done precedent to or in the authorization, issuance,
and delivery of this Bond and the Series of which it is a part have been performed, existed, and been done
in accordance with law; that this Bond is a special obligation of said Issuer, and that the principal of and
interest on this Bond, together with other outstanding Previously Issued Parity Bonds, as defined in the Bond
Ordinance, of the Issuer, are payable and secured by a first lien on and pledge of the Pledged Revenues as
defined in the Bond Ordinance.

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

THE ISSUER also has reserved the right, subject to the restrictions stated in the Bond Ordinance, to
amend the Bond Ordinance.

THE REGISTERED OWNER HEREOF shall never have the right to demand payment of this Bond
or the interest hereon out of any funds raised or to be raised by taxation, or from any sources whatsoever other
than those described in the Bond Ordinance.
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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 the 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 and countersigned with the manual or facsimile signature of the City
Secretary of the Issuer, has caused the official seal of the Issuer to be duly impressed, or placed in facsimile,
on this Bond, and has caused this Bond to be dated October 15, 2010.

City Secretary Mayor

(CITY SEAL)
FORM OF REGISTRATION CERTIFICATE OF THE

COMPTROLLER OF PUBLIC ACCOUNTS:

COMPTROLLER'S REGISTRATION CERTIFICATE:  REGISTER NO.

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

Witness my signature and seal this

Comptroller of Public Accounts of the State of Texas
(COMPTROLLER'S SEAL)

Section 6. ADDITIONAL CHARACTERISTICS OF THE BONDS.  (a)  Registration and
Transfer.  The Issuer shall keep or cause to be kept at the principal corporate trust office of The Bank of New
York Mellon Trust Company, National Association, Dallas, Texas, (the "Paying Agent/Registrar") books
or records of the registration and transfer of the Bonds (the "Registration Books"), and the Issuer hereby
appoints the Paying Agent/Registrar as its registrar and transfer agent to keep such books or records and make
such transfers and registrations under such reasonable regulations as the Issuer and Paying Agent/Registrar
may prescribe; and the Paying Agent/Registrar shall make such transfers and registrations as herein provided.
The Paying Agent/Registrar shall obtain and record in the Registration Books the address of the registered
owner of each Bond to which payments with respect to the Bonds shall be mailed, as herein provided; but
it shall be the duty of each registered owner to notify the Paying Agent/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.
Registration of each Bond may be transferred in the Registration Books only upon presentation and surrender
of such Bond to the Paying Agent/Registrar for transfer of registration and cancellation, together with proper
written instruments of assignment, in form and with guarantee of signatures satisfactory to the Paying
Agent/Registrar, (i) evidencing the assignment of the Bond, or any portion thereof in any integral multiple
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of $5,000, to the assignee or assignees thereof, and (ii) the right of such assignee or assignees to have the
Bond or any such portion thereof registered in the name of such  assignee or assignees.  Upon the assignment
and transfer of any Bond or any portion thereof, a new substitute Bond or Bonds shall be issued in conversion
and exchange therefor in the manner herein provided.  The Initial Bond, to the extent of the unpaid or
unredeemed principal balance thereof, may be assigned and transferred by the initial registered owner thereof
once only, and to one or more assignees designated in writing by the initial registered owner thereof.  All
Bonds issued and delivered in conversion of and exchange for the Initial Bond shall be in any denomination
or denominations of any integral multiple of $5,000 (subject to the requirement hereinafter stated that each
substitute Bond shall have a single stated principal maturity date), shall be in the form prescribed in the
FORM OF SUBSTITUTE BOND set forth in this Ordinance, and shall have the characteristics, and may be
assigned, transferred, and converted as hereinafter provided.  If the Initial Bond or any portion thereof is
assigned and transferred or converted the Initial Bond must be surrendered to the Paying Agent/Registrar for
cancellation, and each Bond issued in exchange for any portion of the Initial Bond shall have a single stated
principal maturity date, and shall not be payable in installments; and each such Bond shall have a principal
maturity date corresponding to the due date of the installment of principal or portion thereof for which the
substitute Bond is being exchanged; and each such Bond shall bear interest at the single rate applicable to and
borne by such installment of principal or portion thereof for which it is being exchanged.  If only a portion
of the Initial Bond is assigned and transferred, there shall be delivered to and registered in the name of the
initial registered owner substitute Bonds in exchange for the unassigned balance of the Initial Bond in the
same manner as if the initial registered owner were the assignee thereof.  If any Bond or portion thereof other
than the Initial Bond is assigned and transferred or converted each Bond issued in exchange  shall have the
same principal maturity date and bear interest at the same rate as the Bond for which it is exchanged.  A form
of assignment shall be printed or endorsed on each Bond, excepting the Initial Bond, which shall be executed
by the registered owner or its duly authorized attorney or representative to evidence an assignment thereof.
Upon surrender of any Bonds or any portion or portions thereof for transfer of registration, an authorized
representative of the Paying Agent/Registrar shall make such transfer in the Registration Books, and shall
deliver a new fully registered substitute Bond or Bonds, having the characteristics herein described, payable
to such assignee or assignees (which then will be the registered owner or owners of such new Bond or
Bonds), or to the previous registered owner in case only a portion of a Bond is being assigned and transferred,
all in conversion of and exchange for said assigned Bond or Bonds or any portion or portions thereof, in the
same form and manner, and with the same effect, as provided in Section 6(d), below, for the conversion and
exchange of Bonds by any registered owner of a Bond.  The Issuer shall pay the Paying Agent/Registrar's
standard or customary fees and charges for making such transfer and delivery of a substitute Bond or Bonds,
but the one requesting such transfer shall pay any taxes or other governmental charges required to be paid
with respect thereto.  The Paying Agent/Registrar shall not be required to make transfers of registration of
any Bond or any portion thereof (i) during the period commencing with the close of business 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 30 days
prior to its redemption date.

(b)  Ownership of Bonds.  The entity in whose name any Bond shall be registered in the Registration
Books at any time shall be deemed and treated as the absolute owner thereof for all purposes of this
Ordinance, whether or not such Bond shall be overdue, and the Issuer and the Paying Agent/Registrar shall
not be affected by any notice to the contrary; and payment of, or on account of, the principal of, premium,
if any, and interest on any such Bond shall be made only to such registered owner.  All such payments shall
be valid and effectual to satisfy and discharge the liability upon such Bond to the extent of the sum or sums
so paid.
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(c)  Payment of Bonds and Interest.  The Issuer hereby further appoints the Paying Agent/Registrar
to act as the paying agent for paying the principal of and interest on the Bonds, and to act as its agent to
convert and exchange or replace Bonds, all as provided in this Ordinance.  The Paying Agent/Registrar shall
keep proper records of all payments made by the Issuer and the Paying Agent/Registrar with respect to the
Bonds, and of all conversions and exchanges of Bonds, and all replacements of 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
Bondholder appearing on the Security Register at the close of business on the last business day next preceding
the date of mailing of such notice.

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

 "PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

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

The Bank of New York Mellon
   Trust Company, N.A.

                       Paying Agent/Registrar

Dated __________ By_________________________
   Authorized Representative"

An authorized representative of the Paying Agent/Registrar shall, before the delivery of any such Bond, date
and manually sign the above Certificate, and no such Bond shall be deemed to be issued or outstanding unless
such Certificate is so executed.  The Paying Agent/Registrar promptly shall cancel all Bonds surrendered for
conversion and exchange or replacement.  No additional ordinances, orders, or resolutions need be passed
or adopted by the governing body of the Issuer or any other body or person so as to accomplish the foregoing
conversion and exchange or replacement of any Bond or portion thereof, and the Paying Agent/Registrar shall
provide for the printing, execution, and delivery of the substitute Bonds in the manner prescribed herein, and
said Bonds shall be of type composition printed on paper with lithographed or steel engraved borders of
customary weight and strength.  Pursuant to Chapter 1207, the duty of conversion and exchange or
replacement of Bonds as aforesaid is hereby imposed upon the Paying Agent/Registrar, and, upon the
execution of the above Paying Agent/Registrar's Authentication Certificate, the converted and exchanged or
replaced Bond shall be valid, incontestable, and enforceable in the same manner and with the same effect as
the Initial Bond which originally was issued pursuant to this Ordinance, approved by the Attorney General,
and registered by the Comptroller of Public Accounts.  The Issuer shall pay the Paying Agent/Registrar's
standard or customary fees and charges for transferring, converting, and exchanging any Bond or any portion
thereof, but the one requesting any such transfer, conversion, and exchange shall pay any taxes or
governmental charges required to be paid with respect thereto as a condition precedent to the exercise of such
privilege of conversion and exchange.  The Paying Agent/Registrar shall not be required to make any such
conversion and exchange or replacement of Bonds or any portion thereof (i) during the period commencing
with the close of business on any Record Date and ending with the opening of business on the next following
principal or interest payment date, or, (ii) with respect to any Bond or portion thereof called for redemption
prior to maturity, within 45 days prior to its redemption date.

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

(f)  Payment of Fees and Charges.  The Issuer hereby covenants with the registered owners of the
Bonds that it will (i) pay the standard or customary fees and charges of the Paying Agent/Registrar for its
services with respect to the payment of the principal of and interest on the Bonds, when due, and (ii) pay the
fees and charges of the Paying Agent/Registrar for services with respect to the transfer of registration of
Bonds, and with respect to the conversion and exchange of Bonds solely to the extent above provided in this
Ordinance.

(g)  Substitute 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.
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.  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.

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

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

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

(j)  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, premium, if any, and interest on, or as the case may be, such Bond and all notices with respect
to such Bond shall be made and given, respectively, in the manner provided in the representation letter of the
Issuer to DTC.  

Section 7. FORM OF SUBSTITUTE BONDS.  The form of all Bonds issued in conversion
and exchange or replacement of any other Bond or portion thereof, including the form of Paying
Agent/Registrar's Certificate to be printed on each of such Bonds, and the Form of Assignment to be printed
on each of the Bonds, shall be, respectively, substantially as follows, with such appropriate variations,
omissions, or insertions as are permitted or required by this Ordinance.
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FORM OF SUBSTITUTE BOND

NO. _____ PRINCIPAL AMOUNT
UNITED STATES OF AMERICA

STATE OF TEXAS
COUNTY OF WEBB

CITY OF LAREDO, TEXAS
WATERWORKS AND SEWER SYSTEM REVENUE BOND, NEW SERIES 2010

INTEREST RATE MATURITY DATE DATE OF ORIGINAL ISSUE CUSIP NO.

_______, 2010

 ON THE MATURITY DATE specified above THE CITY OF LAREDO, in WEBB COUNTY,
TEXAS (the "Issuer"), being a political subdivision of the State of Texas, hereby promises to pay to 

__________________________________________________, 

or to the registered assignee hereof (either being hereinafter called the "registered owner") the principal
amount of

________________________________________________

and to pay interest thereon from October 15,  2010 to the maturity date specified above, at the interest rate
per annum specified above; with interest being payable on March 1, 2011 and semiannually thereafter on each
September 1 and March 1, except that if the date of authentication of this Bond is later than February 15,
2011, such principal amount shall bear interest from the interest payment date next preceding the date of
authentication, unless such date of authentication is after any Record Date (hereinafter defined) but on or
before the next following interest payment date, in which case such principal amount shall bear interest from
such next following interest payment date.

THE PRINCIPAL OF AND INTEREST ON this Bond are payable in lawful money of the United
States of America, without exchange or collection charges.  The principal of this Bond shall be paid to the
registered owner hereof upon presentation and surrender of this Bond at maturity or upon the date fixed for
its redemption prior to maturity, at the principal corporate trust office of The Bank of New York Mellon Trust
Company, National Association, Dallas, Texas, which is the "Paying Agent/Registrar" for this Bond.  The
payment of interest on this Bond shall be made by the Paying Agent/Registrar to the registered owner hereof
on each interest payment date by check or draft, dated as of such interest payment date, drawn by the Paying
Agent/Registrar on, and payable solely from, funds of the Issuer required by the ordinance authorizing the
issuance of the Bonds (the "Bond Ordinance") to be on deposit with the Paying Agent/Registrar for such
purpose as hereinafter provided; and such check or draft shall be sent by the Paying Agent/Registrar by
United States mail, first-class postage prepaid, on each such interest payment date, to the registered owner
hereof, at the address of the registered owner, as it appeared on the 15th day of the month next preceding each
such date (the "Record Date") on the Registration Books kept by the Paying Agent/Registrar, as hereinafter
described, or by such other method acceptable to the Paying Agent/Registrar requested by, and the risk and
expense of, the registered owner.  Any accrued interest due upon the redemption of this Bond prior to
maturity as provided herein shall be paid to the registered owner upon presentation and surrender of this Bond
for redemption and payment at the principal corporate trust office of the Paying Agent/Registrar.  The Issuer
covenants with the registered owner of this Bond that on or before each principal payment date, interest
payment date, and accrued interest payment date for this Bond it will make available to the Paying
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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 the payment of the principal of or interest on this Bond shall be a Saturday,
Sunday, a legal holiday, or a day on which banking institutions in the City where the Paying Agent/Registrar
is located are authorized by law or executive order to close, then the date for such payment shall be the next
succeeding day which is not such a Saturday, Sunday, legal holiday, or day on which banking institutions are
authorized to close; and payment on such date shall have the same force and effect as if made on the original
date payment was due.

THIS BOND is one of an issue of Bonds initially dated October 15, 2010, authorized in accordance
with the Constitution and laws of the State of Texas in the principal amount of $82,175,000 for the purpose
of improving and extending the Issuer's Combined Waterworks System and Sewer System.

ON MARCH 1, 2020, or any date thereafter, the unpaid installments of principal of this Bond may
be prepaid or redeemed prior to their scheduled due dates, at the option of the Issuer, with funds derived from
any available source, as a whole, or in part, and, if in part, the Issuer shall select and designate the maturity,
or maturities, and the amount that is to be redeemed, and if less than a whole maturity is to be called, the
Issuer shall direct the Paying Agent/Registrar to call by lot (provided that a portion of this Bond may be
redeemed only in an integral multiple of $5,000), at the redemption price of the principal amount, plus
accrued interest to the date fixed for prepayment or redemption.

ADDITIONALLY, THE CERTIFICATES OF OBLIGATION MATURING on March 1 in the years
2030, 2035, and 2040 (the "Term Certificates") are subject to mandatory redemption prior to maturity in part
by lot, at a price equal to the principal amount thereof plus accrued interest to the date of redemption, 
on the dates and in the respective principal amounts shown below:

TERM 2030 CERTIFICATES MATURING
MARCH 1, 2030

TERM 2035 CERTIFICATES MATURING
MARCH 1, 2035

Mandatory Redemption
Date

Redemption 
Amount

Mandatory Redemption
Date

Redemption 
Amount

March 1, 2027 $2,640,000  March 1, 2031 $3,260,000  
March 1, 2028 2,785,000 March 1, 2032 3,435,000
March 1, 2029 2,935,000 March 1, 2033 3,620,000
March 1, 2030 (maturity)   3,090,000  March 1, 2034

March 1, 2035  (maturity)
  3,815,000   

4,020,000 



16

TERM 2040 CERTIFICATES MATURING
MARCH 1, 2040

(Bearing Interest at the Rate of 4.500%)

TERM 2040 CERTIFICATES MATURING
MARCH 1, 2040

(Bearing Interest at the Rate of 5.250%)

Mandatory Redemption
Date

Redemption 
Amount

Mandatory Redemption
Date

Redemption 
Amount

March 1, 2036 $540,000  March 1, 2036 $3,695,000 
March 1, 2037 570,000 March 1, 2037 3,890,000
March 1, 2038 600,000 March 1, 2038 4,095,000
March 1, 2039 630,000 March 1, 2039 4,310,000
March 1, 2040 (maturity) 660,000 March 1, 2040 (maturity)    4,545,000   

The principal amount of the Term Certificates required to be redeemed pursuant to the operation of such
mandatory redemption requirements may be reduced, at the option of the Issuer, by the principal amount of
any such Term Certificates which, prior to the date of the mailing of notice of such mandatory redemption,
(i) shall have been acquired by the Issuer and delivered to the Paying Agent/Registrar for cancellation, (ii)
shall have been purchased and canceled by the Paying Agent/Registrar at the request of the Issuer, or (iii)
shall have been redeemed pursuant to the optional redemption provisions described in the preceding
paragraph and not theretofore credited against a mandatory redemption requirement.

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

THIS BOND OR ANY PORTION OR PORTIONS HEREOF IN ANY INTEGRAL MULTIPLE OF
$5,000 may be assigned and shall be transferred only in the Registration Books of the Issuer kept by the
Paying Agent/Registrar acting in the capacity of registrar for the Bonds, upon the terms and conditions set
forth in the Bond Ordinance.  Among other requirements for such 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 transferred and
registered.  The form of Assignment printed or endorsed on this Bond shall be executed by the registered
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owner or its duly authorized attorney or representative, to evidence the assignment hereof.  A new Bond or
Bonds payable to such assignee or assignees (which then will be the new registered owner or owners of such
new Bond or Bonds), or to the previous registered owner in the case of the assignment and transfer of only
a portion of this Bond, may be delivered by the Paying Agent/Registrar in conversion of and exchange for
this Bond, all in the form and manner as provided in the next paragraph hereof for the conversion and
exchange of other Bonds.  The Issuer shall pay the Paying Agent/Registrar's standard or customary fees and
charges for making such transfer, but the one requesting such transfer shall pay any taxes or other
governmental charges required to be paid with respect thereto.  The Paying Agent/Registrar shall not be
required to make transfers of registration of this Bond or any portion hereof (i) during the period commencing
with the close of business on any Record Date and ending with the opening of business on  the next following
principal or 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.  The registered owner of this Bond
shall be deemed and treated by the Issuer and the Paying Agent/Registrar as the absolute owner hereof for
all purposes, including payment and discharge of liability upon this Bond to the extent of such payment, and
the Issuer and the Paying Agent/Registrar shall not be affected by any notice to the contrary.

ALL BONDS OF THIS SERIES are issuable solely as fully registered bonds, without interest
coupons, in the denomination of  any integral multiple of $5,000.  As provided in the Bond Ordinance, this
Bond, or any unredeemed portion hereof, may, at the request of the registered owner or the assignee or
assignees hereof, be 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 maturity date, and bearing interest at the same rate, in any denomination or
denominations in any integral multiple of $5,000 as requested in writing by the 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.  The Issuer shall
pay the Paying Agent/Registrar's standard or customary fees and charges for transferring, converting, and
exchanging any Bond or any portion thereof, but the one requesting such transfer, conversion, and exchange
shall pay any taxes or governmental charges required to be paid with respect thereto as a condition precedent
to the exercise of such privilege of conversion and exchange.  The Paying Agent/Registrar shall not be
required to make any such conversion and exchange (i) during the period commencing with the close of
business on any Record Date and ending with the opening of business on the next following principal or
interest payment date, or, (ii) with respect to any Bond or portion thereof called for 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 promptly will 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 pursuant to the laws of the State of Texas; that all acts, conditions, and
things required or proper to be performed, exist, and be done precedent to or in the authorization, issuance,
and delivery of this Bond and the Series of which it is a part have been performed, existed, and been done
in accordance with law; that this Bond is a special obligation of said Issuer, and that the principal of and
interest on this Bond, together with other outstanding Previously Issued Parity Bonds, as defined in the Bond
Ordinance, of the Issuer, are payable and secured by a first lien on and pledge of the Pledged Revenues as
defined in the Bond Ordinance.
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THE ISSUER has reserved the right, subject to the restrictions stated, and adopted by reference, in
the Ordinance authorizing this Series of Bonds, to issue additional parity revenue bonds which also may be
made payable from, and secured by a first lien on and pledge of, the aforesaid Pledged Revenues.

THE ISSUER also has reserved the right, subject to the restrictions stated in the Bond Ordinance, to
amend the Bond Ordinance.

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

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

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

City Secretary Mayor

(CITY SEAL)

[The remainder of this page intentionally left blank.]
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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 which originally was approved by
the Attorney General of the State of Texas and registered by the Comptroller of Public Accounts of the State
of Texas.

Dated The Bank of New York Mellon
     Trust Company, National Association 

By
   Authorized Representative

FORM OF ASSIGNMENT:

ASSIGNMENT

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

(Assignee's Social Security or Tax
Payer Identification Number)

(Print or type Assignee's Name and Address Including
Zip Code)

and hereby irrevocably constitutes and appoints

Attorney, to transfer the registration of this Bond on the Paying Agent/Registrar's Registration Books with
full power of substitution in the premises.

Dated _______________

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

NOTICE:  This signature must correspond with the
name of the Registered Owner appearing on the
face of this Bond in every particular without
alteration or enlargement or any change whatsoever.
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Section 8. DEFINITIONS.  As used in this Ordinance, the following terms shall have the
meaning as set forth below, unless the text hereof specifically indicates otherwise:

(a) "Additional Bonds" means the additional parity revenue bonds which the City reserves the right
to issue in the future, as provided in Sections 22 and 23 of this Ordinance.

(b) "Bonds" means the New Series 2010 Bonds authorized by this Ordinance.

(c) "Gross Revenues of the System" or "Gross Revenues" means all revenues, income, and receipts
of every nature derived or received by the City from the operation and ownership of the Combined
Waterworks System and Sewer System.

(d) "Net Revenues of the System" or "Net Revenues" means all Gross Revenues of the System after
deducting and paying the current expenses of operation and maintenance of the System, as required by
Chapter 1502, Texas Government Code, as amended, including all salaries, labor, materials, repairs, and
extensions necessary to render efficient service, provided; however, that only such repairs and extensions,
as in the judgment of the City, reasonably and fairly exercised by the adoption of appropriate resolutions, are
necessary to keep the System in operation and render adequate service to said City and the inhabitants thereof,
or such as might be necessary to meet some physical accident or condition which would otherwise impair the
Parity Bonds, shall be deducted in determining "Net Revenues of the System." Depreciation shall never be
considered as an expense of operation and maintenance.

(e) “New Series Bonds” means the Bonds and any Additional Bonds.

(e) "Parity Bonds" means collectively the Previously Issued Parity Bonds, the Bonds, and any
Additional Bonds

(f) "Pledged Revenues" means (1) the Net Revenues of the System, plus (2) any additional revenues,
income, receipts, or other resources, including, without limitation, any grants, donations, or income received
or to be received from the United States Government, or any other public or private source, whether pursuant
to an agreement or otherwise, which hereafter may be pledged to the payment of the Parity Bonds.

(g) "Previously Issued Parity Bonds" means collectively the Prior Series Bonds.

(h) “Prior Series Bonds” means collectively the Series 2002A Bonds, the Series 2002B Bonds, the
Series 2004A Bonds, the Series 2005 Bonds, the Series 2006 Bonds and the Series 2007 Bonds.

(i) “Subordinate Lien Bonds” mean the City’s outstanding:

(i)  City of Laredo, Texas Subordinate Waterworks and Sewer System Revenue Bonds, Series
2008, dated September 1, 2008; and 

(ii)  City of Laredo, Texas Subordinate Waterworks and Sewer System Revenue Bonds,
Series 2009, dated december 1, 2009.

(i) "System"' or "Combined Waterworks System and Sewer System" means and includes the Issuer's
existing sanitary sewer system and waterworks system, together with all future extensions, improvements,
enlargements, and additions thereto, and all replacements thereof, provided, however, that, notwithstanding
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the foregoing, and to the extent now or hereafter authorized or permitted by law, the term System shall not
include any sewer facilities and/or waterworks system which are declared not to be a part of the System and
which are acquired or constructed by the Issuer with the proceeds from the issuance of "Special Facilities
Bonds”.

(j) "year" means the fiscal year used in connection with the operation of the System.

Section 9. PLEDGE.  The Bonds are and shall be secured by and payable from an irrevocable
first lien on and pledge of the Pledged Revenues (which includes specifically an irrevocable first lien on and
pledge of the Net Revenue of the System), on a parity with the Previously Issued Parity Bonds. The Pledged
Revenues are further pledged irrevocably to the establishment and maintenance of the Bond Fund and the
Reserve Fund heretofore created pursuant to the ordinances authorizing the Previously Issued Parity Bonds
and authorized to be maintained pursuant to this Ordinance. The Previously Issued Parity Bonds and the
Bonds are not secured by or payable from a mortgage or deed of trust on any real, personal, or mixed
properties constituting the System.

Section 10. MANAGEMENT OF THE SYSTEM. The City Council has assumed management
and control for the System in accordance with Chapter 1502, Texas Government Code.  All of the Funds
established by the ordinances for the Parity Bonds shall now include the combined waterworks system and
sewer system.

Section 11. APPLICATION OF REVENUES. (a) The City has created, established, and
maintained a special fund with its official depository, to be entitled the "City of Laredo Waterworks and
Sewer System Revenue Fund" (the "Revenue Fund").

(b)  All Gross Revenues of the System shall be deposited from day to day as collected into the Revenue Fund,
and the reasonable, necessary, and proper current expenses of operation and maintenance of the System shall
be paid from the Revenue Fund as a first charge thereon. The Net Revenues of the System shall be transferred
and deposited by the Issuer from the Revenue Fund into the Bond Fund and the Reserve Fund created and
established by this ordinance, in the manner and amounts hereinafter provided, and each of such Funds shall
have priority as to such deposits in the order in which they are treated in the following sections.

At such time that all of the Prior Series Bonds are either defeased or no longer outstanding, this
Section 11 shall be replaced in its entirety with the following italicized language:

Section 11. APPLICATION OF REVENUES. The City hereby covenants, agrees, and
establishes that the Gross Revenues shall be deposited by the City, as collected and received, into a separate
account (hereby created, established, and to be maintained with the official depository of the City) known
as the "City of Laredo Waterworks and Sewer System Revenue Fund" (the “Revenue Fund”) and that the
Gross Revenues shall be kept separate and apart from all other funds of the City.  All Gross Revenues
deposited into the Revenue Fund shall be pledged and appropriated to the extent required for the following
uses and in the order of priority shown: 

FIRST: to the payment of all necessary and reasonable maintenance and operating expenses
of the System as defined herein in Section 8 within the definition of “Net Revenues”, to be a first charge on
and claim against the Gross Revenues. 
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SECOND: to the payment of the amounts required to be deposited into the Bond Fund created
and established for the payment of the Parity Bonds as the same become due and payable. 

THIRD: to the payment of the amounts required to be deposited into the Reserve Fund and
other debt service reserves for Parity Bonds created and established in accordance with Section 13 of this
Ordinance to maintain the amounts required to be deposited in accordance with the provisions of this
Ordinance or the ordinances relating to the issuance of any Additional Bonds. 

FOURTH: to the payment of the amounts required to be deposited into the debt service fund
created and established for the payment of the currently outstanding Subordinate Lien Bonds or any
subordinate lien obligations hereafter issued by the City, which the City has specifically reserved the right
to issue under Section 24(f) of this Ordinance, as the same become due and payable. 

FIFTH: to the payment of the amounts required to be deposited into any reserve fund created
and established in relation to the currently outstanding Subordinate Lien Bonds or any additional
subordinate lien obligations hereafter issued by the City. 

SIXTH: to the payment of the amount to replenish the Operating Reserve Fund created and
established by Section 18 hereof. 

SEVENTH: to the payment of the accrual to fund or to replenish the Repair and Replacement
Fund created and established by Section 19 hereof. 

EIGHTH: to the payment of the accrual to fund or to replenish the Emergency Reserve Fund
created and established by Section 20 hereof.

NINTH: any other lawful purpose.

Section 12. BOND FUND. For the sole purpose of paying the principal of and interest on all
Parity Bonds as the same come due, there has been created, and the Issuer shall establish and maintain at an
official depository of the Issuer, a separate fund to be entitled the "City of Laredo Waterworks and Sewer
System Bond Fund" (the "Bond Fund").

Section 13. RESERVE FUND. There has been created, and the Issuer shall establish and
maintain at an official depository of the Issuer, a separate fund to be entitled the "City of Laredo Waterworks
and Sewer System Bond Reserve Fund (the "Reserve Fund"). The Reserve Fund shall be used solely for the
purpose of finally retiring the last of the outstanding Parity Bonds, or for paying principal of and interest on
any outstanding Parity Bonds when and to the extent the amount in the Bond Fund is insufficient for such
purpose.

Section 14. INVESTMENTS. Money in any Fund established pursuant to this Ordinance may
be placed in time deposits or be invested in direct obligations of the United States of America, obligations
guaranteed or insured by the United States of America, which, in the opinion of the Attorney General of the
United States, are backed by its full faith and credit or represent its general obligations, or be invested in
direct obligations of the United States of America, including, but not limited to, evidences of indebtedness
issued, insured, or guaranteed by such governmental agencies as the Federal Land Banks, Federal
Intermediate Credit Banks, Banks for Cooperatives, Federal Home Loan Banks, Government National
Mortgage Association, United States Postal Service, Farmers Home Administration, Federal Housing
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Association, or Participation Certificates in the Federal Assets Financing Trust; provided that all such deposits
and investments shall be made in such manner that the money required to be expended from any Fund will
be available at the proper time or times. Such investment shall be valued in terms of current market value
annually as of the 15th day of January of each year. Interest and income derived from such deposits and
investments shall be credited to the Fund from which the deposit or investment was made. Such investments
shall be sold promptly when necessary to prevent any default in connection with the Parity Bonds.

At such time that all of the Prior Series Bonds are either defeased or no longer outstanding, this
Section 14 shall be replaced in its entirety with the following italicized language:

Section 14. INVESTMENTS. Money in any Fund established pursuant to this Ordinance may
be invested in any security or obligation or combination thereof permitted under the Public Funds
Investments Act, Chapter 2256, Texas Government Code, as amended; provided that all such deposits and
investments shall be made in such manner that the money required to be expended from any Fund will be
available at the proper time or times.  Such investment shall be valued in terms of current market value
annually as of the 15th day of January of each year. Interest and income derived from such deposits and
investments shall be credited to the Fund from which the deposit or investment was made. Such investments
in any Fund shall be sold promptly when necessary to prevent any default in connection with the Parity
Bonds.

Section 15. FUNDS SECURED. Money in all Funds created by this Ordinance, to the extent
not invested, shall be secured in the manner prescribed by law for securing funds of the Issuer, in principal
amounts at all times not less than the amounts of money credited to such Funds, respectively.

Section 16. DEBT SERVICE REQUIREMENTS. (a) Immediately after the delivery of the
Bonds, the Issuer shall deposit any accrued interest received as proceeds from the sale and delivery of the
Bonds to the credit of the Bond Fund.

(b) The Issuer shall transfer from the Pledged Revenues and deposit to the credit of the Bond Fund
the amounts, at the time, as follows:

(i) Such amounts, deposited in approximately equal monthly installments on or before the 20th day
of each month as will be sufficient, together with other amounts, if any, then on hand in the Bond
Fund and available for such purpose, to pay the interest scheduled to accrue and come due on the
Parity Bonds on the next succeeding interest payment date; and

(ii) Such amounts, deposited in approximately equal monthly installments on or before the 20th day
of each month as will be sufficient, together with other amounts, if any, then on hand in the Bond
Fund and available for such purpose, to pay the principal scheduled to mature and come due on the
Parity Bonds (whether by maturity or earlier mandatory sinking fund redemption) on the next
succeeding principal payment date.

(c) Article 1208, Government Code, applies to the issuance of the Bonds and the pledge of the
revenues 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 revenues 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
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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.

At such time that all of the Prior Series Bonds are either defeased or no longer outstanding, this
Section 16 shall be amended by the addition of the following new Sub-section (d) shown in
italicized language:

 (d)  If on any occasion there should not be sufficient Pledged Revenues to make the required deposits
into the Bond Fund, then such deficiency shall be made up as soon as possible from the next available
Pledged Revenues, or from any other sources available for such purpose.

Section 17. RESERVE REQUIREMENTS.  So long as any of any Previously Issued Parity
Bonds or Bonds are outstanding and unpaid, there shall be maintained in the Reserve Fund an amount at least
equal to the average annual principal and interest requirement on the outstanding Previously Issued Parity
Bonds and the Bonds, which amount constitutes the "Required Amount." The City Council hereby finds that,
upon delivery of the Bonds, $3,446,189.54 from the proceeds of the Bonds will be deposited into the Reserve
Fund and, together with the amount already on deposit the Reserve Fund, will contain an amount at least
equal to the Required Amount, taking into consideration the issuance of the Bonds. When and so long as the
money and investments in the Reserve Fund are not less in market value than the Required Amount, no
deposits need be made to the credit of the Reserve Fund; but when and if the Reserve Fund at any time
contains less than the Required Amount, then, subject and subordinate to making the required deposit to the
credit of the Bond Fund, the Issuer, as required by this Ordinance, shall transfer from the Net Revenues of
the System and/or any other Pledged Revenues and deposit to the credit of the Reserve Fund, monthly, on
or before the 20th day of each month, a sum equal to 1/60th of the Required Amount until the Reserve Fund
is restored to the Required Amount. So long as the Reserve Fund contains the Required Amount, any surplus
in the Reserve Fund above the Required Amount shall be deposited to the credit of the Bond Fund.

At such time that all of the Prior Series Bonds are either defeased or no longer outstanding, this
Section 17 shall be replaced in its entirety with the following italicized language:

Section 17. RESERVE REQUIREMENTS.  So long as any of any Previously Issued Parity
Bonds or Bonds are outstanding and unpaid, there shall be maintained in the Reserve Fund an amount at
least equal to the average annual principal and interest requirement on the outstanding Previously Issued
Parity Bonds and the Bonds, which amount constitutes the "Required Amount." 

As and when Additional Bonds are delivered or incurred, the Required Amount shall be increased,
if required, to an amount calculated in the manner provided in the first paragraph of this Section.  Any
additional amount required to be maintained in the Reserve Fund shall be so accumulated by the deposit of
all or a portion of the necessary amount from the proceeds of the issue or other lawfully available Net
Revenues deposited into the Reserve Fund immediately after the delivery of the then proposed Additional
Bonds, or, at the option of the City, by the deposit of monthly installments, made on or before the business
day before the 20th day of each month following the month of delivery of the then proposed Additional Bonds,
of not less than 1/60th of the additional amount to be maintained in the Reserve Fund by reason of the
issuance of the Additional Bonds then being issued (or 1/60th of the balance of the additional amount not
deposited immediately in cash), thereby ensuring the accumulation of the appropriate Required Amount. 

When and for so long as the cash and investments in the Reserve Fund equal the Required Amount,
no deposits need be made to the credit of the Reserve Fund; but, if and when the Reserve Fund at any time
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contains less than the Required Amount (other than as the result of the issuance of Additional Bonds as
provided in the preceding paragraph), the City covenants and agrees that the City shall cure the deficiency
in the Required Amount by resuming the Required Reserve Fund deposits to such Fund from the Net Revenues
such monthly deposits to be in amounts equal to not less than 1/60th of the Required Amount covenanted by
the City to be maintained in the Reserve Fund with any such deficiency payments being made on or before
the business day before the 20th day of each month until the Required Amount has been fully restored.  The
City further covenants and agrees that, subject only to the prior payments to be made to the Bond Fund, the
Net Revenues shall be applied and appropriated and used to establish and maintain the Required Amount
and to cure any deficiency in such amounts as required by the terms of this Ordinance and any other
ordinance pertaining to the issuance of Additional Bonds. 

During such time as the Reserve Fund contains the Required Amount, the City may, at its option,
withdraw all surplus funds in the Reserve Fund in excess of the Required Amount and deposit such surplus
in the Revenue Fund; provided, however, that if such surplus amount represents Parity Obligation bond
proceeds, the City shall deposit such surplus amount in the Bond Fund or use such surplus amount for any
purpose for which such Parity Bonds were issued. 

Notwithstanding anything in this Section to the contrary, the City (i) may elect to exclude Additional
Bonds from the benefit of the Reserve Fund, in which case such Parity Bonds shall not be taken into account
in calculating the amount of the Required Amount, nor shall money in the Reserve Fund be used to pay or
provide for the payment of principal of or interest on such Parity Bonds, and (2) may elect to fund a separate
debt service reserve fund for one or more series of such Additional Bonds. 

 If on any occasion there should not be sufficient Pledged Revenues to make the required deposits into
the Reserve Fund, then such deficiency shall be made up as soon as possible from the next available Pledged
Revenues, or from any other sources available for such purpose.

Section 18. DEFICIENCIES. If on any occasion there should not be sufficient Pledged
Revenues to make the required deposits into the Bond Fund and the Reserve Fund, then such deficiency shall
be made up as soon as possible from the next available Pledged Revenues, or from any other sources available
for such purpose.

At such time that all of the Prior Series Bonds are either defeased or no longer outstanding, this
Section 18 shall be replaced in its entirety with the following italicized language:

Section 18. OPERATING RESERVE FUND.  The City hereby creates and establishes and
covenants to maintain a special fund or account to be known as the "City of Laredo Waterworks and Sewer
System Operating Reserve Fund" (the “Operating Reserve Fund”) and the Operating Reserve Fund shall
be maintained at the official depository to the extent not invested.  The Operating Reserve Fund shall be
funded in an amount of not less than two months of budgeted maintenance and operating expenses for the
current fiscal year (the “Required Operating Reserve Fund Amount”), which amount shall be funded
initially with lawfully available funds of the City and shall be replenished as provided in subparagraph
SIXTH of Section 11. Money on deposit in the Operating Reserve Fund shall be used for meeting
contingencies of any nature in connection with the operations or maintenance of properties constituting the
System including, but not limited to, the replacement of any equipment relating to the System, as may be
determined from time to time by the City. 
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When and so long as the cash and investments in the Operating Reserve Fund equals the Required
Operating Reserve Fund Amount, no deposits will be required to be made to the credit of the Operating
Reserve Fund; but, if and when the Operating Reserve Fund at any time contains less than the Required
Operating Reserve Fund Amount, the City covenants and agrees to cure the deficiency by making monthly
deposits to said Fund from Net Revenues of the System, or at the option of the City from any other lawfully
available funds, such monthly deposits to be in amounts equal to not less than 1/60th of the Required
Operating Reserve Fund Amount covenanted by the City to be maintained in the Operating Reserve Fund
with any such deficiency payments being made on or before the business day preceding the fifteenth day of
each month until the Operating Reserve Fund has been fully restored.  The City further covenants and agrees
that, subject only to the prior payments to be made pursuant to Section 11 hereof, Net Revenues shall be
applied and appropriated and used to establish and maintain the Operating Reserve Fund or to cure any
deficiency in such amounts as required by the terms of this Ordinance. 

Deposits to the Operating Reserve Fund shall be made from Net Revenues after making each of the
payments required by the provisions of subparagraphs FIRST through FIFTH of Section 11 hereof. 

Section 19. SURPLUS REVENUES.  Subject to making the required deposits to the credit of
the Bond Fund and the Reserve Fund, when and as required by this Ordinance, and any ordinance or
ordinances authorizing the issuance of Additional Bonds, any surplus Pledged Revenues, to the extent
available, shall be used and applied as follows:

(a) first, an amount equal to not less than 5% nor more than 10%, as determined by the Issuer, of the
Gross Revenues of the System for each year shall be set aside in a "Contingency and Retirement
Fund," and held and used by the Issuer to make extension, improvements, additions, and any other
capital expenditures related to the System, or to make necessary repairs or replacements of the
System, or, at the option of the Issuer, to pay any principal of or interest on any Parity Bonds; and

(b) second, for all payments made with respect to any subordinate lien bonds, which the Issuer has
specifically reserved the right to issue under Section 24(f) of this Ordinance; and

(c) third, any remaining surplus Net Revenues may be used by the Issuer for any other lawful
purpose.

At such time that all of the Prior Series Bonds are either defeased or no longer outstanding, this
Section 19 shall be replaced in its entirety with the following italicized language:

Section 19. REPAIR AND REPLACEMENT FUND.  The City hereby creates and establishes
and covenants to maintain a special fund or account to be known as the "City of Laredo Waterworks and
Sewer System Repair and Replacement Fund" (the “Repair and Replacement Fund”) and the Repair and
Replacement Fund shall be maintained at the official depository to the extent not invested.  Money on deposit
in the Repair and Replacement Fund shall be used for making any capital improvements to the System and
for meeting contingencies of any nature in connection with the operations, maintenance, improvement,
replacement, or relocation of properties constituting the System including, but not limited to, the replacement
of any equipment relating to the System, as may be determined from time to time by the City. 

The Repair and Replacement Fund shall be funded in the amount equal to 2.50% of the System’s net
assets for the prior fiscal year, as such amount is indicated on the City’s prior fiscal year annual financial
report under Total Capital Assets (net of accumulated depreciation)  (the “Repair and Replacement Fund
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Amount”), initially (1) in full or in part, with lawfully available funds of the City or (2) if not fully funded
initially or only partially funded initially, in five equal annual installments after making the payments as
required by the provisions of Section 11 of the Ordinance.  The first annual payment shall be made before
September 30th of the fiscal year in which the Prior Series Bonds are either defeased or no longer
outstanding and on each annual anniversary thereof until the amount on deposit in the Repair and
Replacement Fund equals or exceeds the Repair and Replacement Fund Amount.  In the event that these
annual payments are not made, the City shall establish sufficient rates and charges for the System to cure any
such deficiency with respect to the accumulation of the Repair and Replacement Fund Amount within one
year. 

When and so long as the cash and investments in the Repair and Replacement Fund equals the Repair
and Replacement Fund Amount, no deposits will be required to be made to the credit of the Repair and
Replacement Fund; but, if and when the Repair and Replacement Fund at any time contains less than the
Repair and Replacement Fund Amount, the City covenants and agrees to cure the deficiency in the Repair
and Replacement Fund by resuming monthly deposits to said Fund from Net Revenues of the System, or at
the option of the City from any other lawfully available funds, such monthly deposits to be in amounts equal
to not less than 1/60th of the Repair and Replacement Fund Amount covenanted by the City to be maintained
in the Repair and Replacement Fund with any such deficiency payments being made on or before the business
day preceding the fifteenth day of each month until the Repair and Replacement Fund Amount has been fully
restored.  The City further covenants and agrees that, subject only to the prior payments to be made pursuant
to Section 11 hereof, Net Revenues shall be applied and appropriated and used to establish and maintain the
Repair and Replacement Fund Amount or to cure any deficiency in such amounts as required by the terms
of this Ordinance. 

Deposits to the Repair and Replacement Fund shall be made from Net Revenues after making each
of the payments required by the provisions of subparagraphs FIRST through SIXTH of Section 11 hereof. 

Section 20. PAYMENT OF BONDS. On or before February 25, 2011, and semiannually on or
before the 25th day of each February and August thereafter while any of the Parity Bonds are outstanding and
unpaid, the City shall make available to the Paying Agent/Registrar therefor, out of the Bond Fund or the
Reserve Fund, if necessary, money sufficient to pay such interest on and such principal of the Parity Bonds
as will accrue or mature on the March 1 or September 1 immediately following. The Paying Agent/Registrar
shall cancel and deliver to the Treasurer of the Issuer, or shall destroy, all paid Parity Bonds and furnish the
Issuer with an appropriate certificate of cancellation or destruction.

At such time that all of the Prior Series Bonds are either defeased or no longer outstanding, this
Section 20 shall become Section 21 and Section 20 shall then read as shown by the following
italicized language:

Section 20.  THE EMERGENCY RESERVE FUND RESERVE FUND.  The City hereby creates
and establishes and covenants to maintain a special fund or account to be known as the "City of Laredo
Emergency Reserve Fund" (the “Emergency Reserve Fund”) and the Emergency Reserve Fund shall be
maintained at the official depository to the extent not invested.  There shall be maintained in the Emergency
Reserve Fund an amount equal to $10,000,000, which amount constitutes the "Required Emergency Reserve
Amount", to be funded initially (1) in full or in part, with lawfully available funds of the City or (2) if not fully
funded initially or only partially funded initially, in the manner set forth in the following paragraph, after
making the payments as required by the provisions of Section 11 of the Ordinance. Money on deposit in the
Emergency Reserve Fund may be used for (1) making principal and interest payments on any debt currently
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outstanding or incurred in the future that is payable, in whole or in part, from the revenues of the System,
including self-supporting certificates of obligation; and (2) making any capital improvements to the System
and for meeting contingencies of any nature in connection with the operations, maintenance, improvement,
replacement, or relocation of properties constituting the System including, but not limited to, the replacement
of any equipment relating to the System, as may be determined from time to time by the City. 

When and so long as the cash and investments in the Emergency Reserve Fund equals the Required
Emergency Reserve Amount, no deposits will be required to be made to the credit of the Emergency Reserve
Fund; but, if and when the Emergency Reserve Fund at any time contains less than the Required Emergency
Reserve Amount, the City covenants and agrees to cure the deficiency by making monthly deposits to said
fund from Net Revenues of the System, or at the option of the City from any other lawfully available funds,
such monthly deposits to be in amounts equal to not less than 1/60th of the Required Emergency Reserve
Amount covenanted by the City to be maintained in the Certificates of Obligation reserve Fund with any such
deficiency payments being made on or before the business day preceding the fifteenth day of each month until
the Required Emergency Reserve Amount has been fully restored.  The City further covenants and agrees
that, subject only to the prior payments to be made pursuant to Section 11 hereof, Net Revenues shall be
applied and appropriated and used to establish and maintain the Required Emergency Reserve Amount or
to cure any deficiency in such amounts as required by the terms of this Ordinance. 

Deposits to the Emergency Reserve Fund shall be made from Net Revenues after making each of the
payments required by the provisions of subparagraphs FIRST through SEVENTH of Section 11 hereof.
During such time as the Emergency Reserve Fund contains the Required Emergency Reserve Amount, the
City may, at its option, withdraw all surplus funds in the Emergency Reserve Fund  in excess of the Required
Emergency Reserve Amount and utilize such excess for any lawful purpose. 

Section 21. 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 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 revenues herein 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 21(a)(i) or (ii) 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.
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(b)  Any moneys so deposited with the Paying Agent/Registrar may at the written direction of the
Issuer also 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 21(a)(i) or (ii).  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 (i) direct, noncallable obligations of the United States
of America, including obligations that are unconditionally guaranteed by the United States of America, (ii)
noncallable obligations of an agency or instrumentality of the United States of America, including obligations
that are unconditionally guaranteed or insured by the agency or instrumentality and that, on the date of the
purchase thereof are rated as to investment quality by a nationally recognized investment rating firm not less
than AAA or its equivalent, and (iii) noncallable obligations of a state or an agency or a county, municipality,
or other political subdivision of a state that have been refunded and that, on the date the governing body of
the Issuer adopts or approves the proceedings authorizing the financial arrangements are rated as to
investment quality by a nationally recognized investment rating firm not less than AAA or its equivalent.

(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.

At such time that all of the Prior Series Bonds are either defeased or no longer outstanding, this
Section 21 shall become Section 22.

Section 22. ADDITIONAL BONDS. (a) The City shall have the right and power at any time,
and from time to time, and in one or more series or issues, to authorize, issue, and deliver Additional Bonds,
in any amounts, for any lawful purpose, including the refunding of any Bonds.  Such Additional Bonds may
be issued in such form and manner and under such terms and conditions, not inconsistent with this ordinance,
as may be determined within the discretion of the City Council. If and when authorized, issued, and delivered
in accordance with this Ordinance, such Additional Bonds shall be secured by and made payable equally and
ratably on a parity with all other outstanding Parity Bonds, from an irrevocable prior lien on and pledge of
the Pledged Revenues.

(b) The Bond Fund and the Reserve Fund, shall secure and be used to pay all Additional Bonds as
well as the outstanding Parity Bonds. However, each Ordinance under which Additional Bonds are issued
shall provide and require that, in addition to the amounts required by the provisions of this Ordinance and
the provisions of any other ordinance or ordinances authorizing Additional Bonds to be transferred and
deposited from Pledged Revenues to the credit of the Bond Fund, the City, shall transfer and deposit to the
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credit of the Bond Fund at least such amounts as are required for the payment of all principal of and interest
on said Additional Bonds then being issued, as the same come due; and that the aggregate amount to be
accumulated and maintained in the Reserve Fund shall be increased (if and to the extent necessary) to an
amount not less than the Required Amount; and that the Required Amount shall be so accumulated by the
deposit in the Reserve Fund of all or any part of said Required Amount in cash immediately after the delivery
of the then proposed Additional Bonds, or by the deposit of all or any part of said Required Amount (or any
balance of said Required Amount not deposited in cash as permitted above) in substantially equal periodic
installments, at least annually, sufficient to accumulate the Required Amount within five years from the date
of the then proposed Additional Bonds.

At such time that all of the Prior Series Bonds are either defeased or no longer outstanding, this
Section 22 shall become Section 23 and Sub-section 23(b) shall be replaced in its entirety with the
following italicized language:

(b) Each Ordinance under which Additional Bonds are issued shall provide and require that, in
addition to the amounts required by the provisions of this Ordinance and the provisions of any other
ordinance or ordinances authorizing Additional Bonds to be transferred and deposited from Pledged
Revenues to the credit of the Bond Fund, the City, shall transfer and deposit to the credit of the Bond Fund
at least such amounts as are required for the payment of all principal of and interest on said Additional
Bonds then being issued, as the same come due; and that the aggregate amount to be accumulated and
maintained in the Reserve Fund shall be increased (if and to the extent necessary) to an amount not less than
the Required Amount; and that the Required Amount shall be so accumulated by the deposit in the Reserve
Fund of all or any part of said Required Amount in cash immediately after the delivery of the then proposed
Additional Bonds, or, at the Option of the City, by the deposit of all or any part of said Required Amount (or
any balance of said Required Amount not deposited in cash as permitted above) in substantially equal
monthly installments sufficient to accumulate the Required Amount within 60 months, commencing with the
second month following the month the then proposed Additional Bonds are issued.

(c) All calculations of average annual principal and interest requirements made pursuant to this
Section shall be made as of and from the date of the Additional Bonds then proposed to be issued.

(d) The principal of all Additional Bonds must be scheduled to be paid or mature on March 1 and/or
September 1 of the years in which such principal is scheduled to be paid or mature; and all interest thereon
must be payable on March 1 or September 1.

At such time that all of the Prior Series Bonds are either defeased or no longer outstanding, Sub-
sections 23(e) and (f) (which will cause all requirements for additional bonds to be incorporated
into Section 23) shall be added as shown by the following italicized language:

(e)  Additional Bonds shall be issued only in accordance with this Ordinance, but notwithstanding
any provisions of this Ordinance to the contrary, no installment, series, or issue of Additional Bonds shall
be issued or delivered unless:

(i) The Mayor and the City Secretary of the City sign a written certificate to the effect that the City
is not in default as to any covenant, condition, or obligation in connection with all outstanding Previously
Issued Parity Bonds and Bonds, and the ordinances authorizing same, and that the Bond Fund and the
Reserve Fund each contains the amount then required to be therein; provided, however, that the certification
regarding no default as to any covenant, condition, or obligation in connection with all outstanding
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Previously Issued Parity Bonds and Bonds, and the ordinances authorizing same, shall not be necessary if
the issuance of the Additional Bonds then proposed shall cure such default or defaults.  And only with regard
to the first series of Additional Bonds issued after all of the Prior Series Bonds are either defeased or no
longer outstanding, the Mayor and the City Secretary of the City sign a written certificate to the effect that
the Operating Reserve Fund has been or will be at the time of delivery of the then proposed Additional Bonds
fully funded with proceeds from the prior existing Contingency and Retirement Fund or other legally
available funds (this sentence shall be deleted for subsequent issues of Additional Bonds).  It shall not be a
prior condition or requirement for the issuance of Additional Bonds that the Operating Reserve Fund, the
Repair and Replacement Fund or the Emergency Reserve Fund each contain the amount then required to be
therein so long as long as the City is replenishing any missing amount in such Funds pursuant to the terms
of the Ordinance.

(ii)  An independent certified public accountant, or independent firm of certified public accountants,
signs a written certificate to the effect that, during either the next preceding fiscal year, or any twelve
consecutive calendar month period ending not more than 90 days prior to the passage of the ordinance
authorizing the issuance of the then proposed Additional Bonds, the Pledged Revenues were, in his or its
opinion, at least equal to 1.25 times the average annual principal and interest requirements of all Previously
Issued Parity Bonds and Bonds to be outstanding after the issuance of the then proposed Additional Bonds.
In making such a determination of the Pledged Revenues, the independent certified public accountant, or
independent firm of certified public accountants may take into consideration a change in the rates and
charges for services and facilities afforded by the System that became effective at least sixty (60) days prior
to adoption of the ordinance authorizing the issuance of the Additional Bonds, and, for purposes of satisfying
the Pledged Revenues test, make a pro forma determination of the Pledged Revenues for the period of time
covered by this representation based on such change in rates and charges being in effect for the entire period
covered by the independent certified public accountant’s, or independent firm of certified public accountants’
representation.

(f) The City reserves the right to issue Additional Bonds to refund all or any part of the outstanding
Parity Bonds or any other obligations of the City payable, in whole or in part, from the Gross Revenues,
pursuant to any law then available, upon such terms and conditions as the City Council may deem to be in
the best interest of the City, its inhabitants and other customers of the System, and, unless all of the then
outstanding Parity Bonds are refunded, the conditions precedent prescribed for the issuance of Additional
Bonds and the representations and certifications required by this section shall be satisfied and shall give
effect to the average annual principal and interest requirements of the proposed refunding Additional Bonds
(but shall not give effect to the average annual principal and interest requirements  of the obligations being
refunded following their cancellation or provision being made for their payment); provided, however, if as
a result of such refunding the average annual principal and interest requirements of all Parity Bonds to be
outstanding after the issuance of the then proposed refunding Additional Bonds are not increased in any
Fiscal Year, the City shall not be required to satisfy the requirements of Section 23(e)(ii) as a requirement
for the issuance of such refunding Additional Bonds.

Section 23.  FURTHER REQUIREMENTS FOR ADDITIONAL BONDS.  Additional Bonds
shall be issued only in accordance with this Ordinance, but notwithstanding any provisions of this Ordinance
to the contrary, no installment, series, or issue of Additional Bonds shall be issued or delivered unless:

(a) The Mayor and the City Secretary of the City sign a written certificate to the effect that the City
is not in default as to any covenant, condition, or obligation in connection with all outstanding Previously
Issued Parity Bonds and Bonds, and the ordinances authorizing same, and that the Bond Fund and the Reserve
Fund each contains the amount then required to be therein.
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(b) An independent certified public accountant, or independent firm of certified public accountants,
signs a written certificate to the effect that, during either the next preceding fiscal year, or any twelve
consecutive calendar month period ending not more than 90 days prior to the passage of the ordinance
authorizing the issuance of the then proposed Additional Bonds, the Pledged Revenues were, in his or its
opinion, at least equal to 1.40 times the average annual principal and interest requirements of all Previously
Issued Parity Bonds and Bonds to be outstanding after the issuance of the then proposed Additional Bonds.

At such time that all of the Prior Series Bonds are either defeased or no longer outstanding, this
Section 23 shall be deleted in its entirety as such provisions, as amended, shall be incorporated
into the newly created Section 23.

Section 24. GENERAL COVENANTS. The City further covenants and agrees that in
accordance with and to the extent required or permitted by law.

(a) Performance. The Issuer will faithfully perform and cause the City to perform at all times any and
all covenants, undertakings, stipulations, and provisions contained in this Ordinance, and each ordinance
authorizing the issuance of Parity Bonds, and in each and every Parity Bond; the City will promptly pay or
cause to be paid the principal of and interest on every Parity Bond, on the dates and in the places and manner
prescribed in such ordinances and Parity Bonds; and that it will, at the times and in the manner prescribed,
deposit or cause to be deposited the amounts required to be deposited into the Bond Fund and the Reserve
Fund; and any holder of the Parity Bonds may require the City, the City, their officials and employees, to
carry out, respect, or enforce the covenants and obligations of this Ordinance, or any ordinance authorizing
the issuance of Parity Bonds, by all legal and equitable means, including specifically, but without limitation,
the use and filing of mandamus proceedings, in any court of competent jurisdiction, against the City, the City,
their officials and employees.

(b) City's Legal Authority. The City is a duly created and existing home rule city of the State of
Texas, and is duly authorized under the laws of the State of Texas to create and issue the Bonds; that all
action on its part for the creation and issuance of the Bonds has been duly and effectively taken, and that the
Bonds in the hands of the holders and owners thereof are and will be valid and enforceable special obligations
of the City in accordance with their terms.

(c) Title. The City has or will obtain lawful title to the lands, buildings, structures, and facilities
constituting the System and warrants that it will defend the title to all the aforesaid lands, buildings,
structures, and facilities, and every part thereof, for the benefit of the holders and owners of the Bonds,
against the claims and demands of all persons whomsoever, that it is lawfully qualified to pledge the Pledged
Revenues to the payment of the Previously Issued Parity Bonds and the Bonds in the manner prescribed
herein, and has lawfully exercised such rights.

(d) Liens.  The City will from time to time and before the same become delinquent pay and discharge
all taxes, assessments, and governmental charges, if any, which shall be lawfully imposed upon it, or the
System, it will pay all lawful claims for rents, royalties, labor, materials, and supplies which if unpaid might
by law become a lien or charge thereon, the lien of which would be prior to or interfere with the liens hereof
so that the priority of the liens granted hereunder shall be fully preserved in the manner provided herein, and
it will not create or suffer to be created any mechanic's, laborer's materialman's, or other lien or charge which
might or could be prior to the liens hereof, or do or suffer any matter or thing whereby the liens hereof might
or could be impaired; provided, however, that no such tax, assessment, or charge, and that no such claims
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which might be used as the basis of a mechanic's, laborer's, materialman's, or other lien or charge, shall be
required to be paid so long as the validity of the same shall be contested in good faith by the City or the City.

(e) Operation of the System: No Free Service.  While any of the Bonds or Additional Bonds are
outstanding, the Issuer covenants and agrees to maintain the System in good condition and to operate this
System or to cause the System to be operated by contracting parties, in an efficient manner and at reasonable
expense, and that the Issuer may enter into a contract for the operation of such System. No free service of the
System shall be allowed, and should the City or any of its agencies or instrumentalities make use of the
services and facilities of the System, payment of the reasonable value shall be made by the City out of funds
from sources other than the revenues of the System, unless made from surplus Pledged Revenues as permitted
in Section 19(c) hereof.

(f) Further Encumbrance. While the Previously Issued Parity Bonds or the Bonds are outstanding and
unpaid, the City shall not additionally encumber the Pledged Revenues in any manner, except as permitted
in this Ordinance in connection with Additional Bonds, unless said encumbrance is made junior and
subordinate in all respects to the liens, pledges, covenants, and agreements of this Ordinance; but the right
of the City to issue revenue bonds payable from a subordinate lien on the Pledged Revenues is specifically
recognized and retained.

(g) Sale or Disposal of Property. While the Previously Issued Parity Bonds or the Bonds are
outstanding and unpaid, the City shall not sell convey, mortgage, encumber, lease, or in any manner transfer
title to, or otherwise dispose of the System, or any significant or substantial part thereof, and provided that
whenever the City deems it necessary to dispose of any machinery, fixtures, or equipment, it may sell or
otherwise dispose of such machinery, fixtures, or equipment when it has made arrangement to replace the
same or provide substitutes therefor, unless it is determined that no such replacement or substitute is
necessary.

(h) Insurance. While any Previously Issued Parity Bonds or Bonds are outstanding, the City shall
cause to be insured such part of the System as would usually be insured by corporations operating like
properties, with a responsible insurance company or companies, against risks, accidents, or casualties against
which and to the extent insurance is usually carried by corporations operating like properties, including, to
the extent reasonably obtainable, fire and extended coverage insurance, insurance against damage by floods,
and use and occupancy insurance. Public liability and property damage issuance shall also be carried unless
the City Attorney gives a written opinion to the effect that the City is liable for claims which would be
protected by such insurance. At any time while any contractor engaged in construction work shall be fully
responsible therefor, the City shall not be required to carry insurance on the work being constructed if the
contractor is required to carry appropriate insurance. All such policies shall be open to the inspection of the
bondholders and their representatives at all reasonable times. Upon the happening of any loss or damage
covered by insurance from one or more of said causes, the City shall make due proof of loss and shall do all
things necessary or desirable to cause the insuring companies to make payment in full directly to the City.
The proceeds of insurance covering such property, together with any other funds necessary and available for
such purpose, shall be used forthwith by the City for repairing the property damaged or replacing the property
destroyed provided, however, that if said insurance proceeds and other funds are insufficient for such purpose,
then said insurance proceeds pertaining to the System shall be used promptly as follows:

(i) for the redemption prior to maturity of the Parity Bonds, ratably in the proportion that the
outstanding principal of each Series or issue of such Bonds bears to the total outstanding principal
of all Bonds; provided that if on any such occasion the principal of any such series or issue is not
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subject to redemption, it shall not be regarded as outstanding in making the foregoing computation;
or

(ii) if none of the outstanding Parity Bonds is subject to redemption, then for the purchase on the
open market and retirement of said Bonds in the same proportion as prescribed in the foregoing
clause (i) to the extent practicable; provided that the purchase price for any such Bond shall not
exceed the redemption price of such Bond on the first date upon which it becomes subject to
redemption; or  (iii) to the extent that the foregoing clauses (i) and (ii) cannot be complied with at
the time, the insurance proceeds, or the remainder thereof shall be deposited in a special and separate
trust fund, at an official depository of the City, to be designated the Insurance Account. The
Insurance Account shall be held until such time as the foregoing clauses (i) and/or (ii) can be
complied with, or until other funds become available which, together with the Insurance Account,
will be sufficient to make the repairs or replacement originally required, whichever of said events
occurs first.

The annual audit hereinafter required shall contain a section commenting on whether or not the City
has complied with the requirements of this Section with respect to the maintenance of issuance, and listing
all policies carried, and whether or not all insurance premiums upon the insurance polices to which reference
is hereinbefore made have been paid.

(i) Rate Covenant. The City Council of the City will fix, establish, maintain, and collect such rates,
charges, and fees for the use and availability of the System at all times as are necessary to produce Net
Revenues of the System which, together with any other Pledged Revenues, will be (A) in an amount at least
sufficient to make all payments and deposits when and as required by the Bond Ordinances, this Ordinance,
and each ordinance authorizing the issuance of Additional Bonds to be made from Pledged Revenues or (B)
in an amount each year at least equal to 1.4 times the average annual principal and interest requirements of
all Parity Bonds which, at the beginning of such year, due and lawful provision had not been made for their
payment, whichever of the foregoing (A) or (B) is the greater.

At such time that all of the Prior Series Bonds are either defeased or no longer outstanding, this
Sub-section 24(i) shall be replaced in its entirety with the following italicized language:

(i) Rate Covenant. The City Council of the City will fix, establish, maintain, and collect such rates,
charges, and fees for the use and availability of the System at all times as are necessary to produce Net
Revenues of the System which, together with any other Pledged Revenues, will be (A) in an amount at least
sufficient to make all payments and deposits when and as required by the Bond Ordinances, this Ordinance,
and each ordinance authorizing the issuance of Additional Bonds to be made from Pledged Revenues or (B)
in an amount each year at least equal to 1.25 times the average annual principal and interest requirements
of all Parity Bonds which, at the beginning of such year, due and lawful provision had not been made for
their payment, whichever of the foregoing (A) or (B) is the greater.

(j) Records. Proper books of record and account shall be kept in which full, true, and correct entries
will be made of all dealings, activities, and transactions relating to the System, the Pledged Revenues, and
the funds created pursuant to this Ordinance, and all books, documents, and vouchers relating thereto shall
at all reasonable times be made available for inspection upon request of any bondholder.

(k) Audits. After the close of each year while any of the Parity Bonds are outstanding, an audit will
be made of the books and accounts relating to the System and the Pledged Revenues by an independent
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certified public accountant or an independent fm of certified public accountants. As soon as practicable after
the close of each such year, and when said audit has been completed and made available to the City, a copy
of such audit for the preceding year shall be mailed to any bondholder of the Previously Issued Parity Bonds
who shall so request in writing. Such annual audit reports shall be provided to certain information repositories
for the benefit of the bondholders of all Parity Bonds and their agents and representatives in accordance with
Section 29.

(l) Governmental Agencies. The City will comply with all of the terms and conditions of any and all
franchises, permits, and authorizations applicable to or necessary with respect to the System, and which have
been obtained from any governmental agency; and the City has or will obtain and keep in full force and effect
all franchises, permits, authorizations, and other requirements applicable to or necessary with respect to the
acquisition, construction, equipment, operation, and maintenance of the System.

(m) No Competition. The City covenants that it will not grant any franchise or permit for the
acquisition, construction, or operation of any competing sewer facilities which might be used as a substitute
for the System's facilities, and, to the extent that it legally may, the City will prohibit any such competing
facilities.

Section 25. AMENDMENT OF ORDINANCE. (a) The holders of Previously Issued Parity
Bonds and Bonds aggregating in principal amount 51% of the aggregate principal amount of then outstanding
Previously Issued Parity Bonds and Bonds shall have the right from time to time to approve any amendment
to this Ordinance which may be deemed necessary or desirable by the City; provided, however, that nothing
herein contained shall permit or be construed to permit the amendment of the terms and conditions in this
ordinance or in the Previously Issued Parity Bonds and the Bonds so as to:

(i) Make any change in the maturity of the outstanding Previously Issued Parity Bonds or Bonds;

(ii) Reduce the rate of interest home by any of the outstanding Previously Issued Parity Bonds or
Bonds;

(iii) Reduce the amount of the principal payable on the outstanding Previously Issued Parity Bonds
or Bonds;

(iv) Modify the terms of payment of principal of or interest on the outstanding Previously Issued
Parity Bonds or Bonds, or impose any conditions with respect to such payment;

(v) Affect the rights of the holders of less than all of the Previously Issued Parity Bonds and Bonds
then outstanding; or

(vi) Change the minimum percentage of the principal amount of Previously Issued Parity Bonds and
Bonds necessary for consent to such amendment.

(b) If at any time the Council shall desire to amend this Ordinance under this Section, the City shall
cause notice of the proposed amendment to be published in a financial newspaper or journal of general
circulation in the City of New York, New York, or in the City of Austin, Texas, once during each calendar
week for at least two successive calendar weeks. Such notice shall briefly set forth the nature of the proposed
amendment and shall state that a copy thereof is on file at the principal office of the Paying Agent/Registrar
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for inspection by all holders of Parity Bonds. Such publication is not required, however, if notice in writing
is given to each holder of Parity Bonds.

(c) Whenever at any time not less than 30 days, and within one year, from the date of the first
publication of said notice or other service of written notice, the City shall receive an instrument or instruments
executed by the holders of at least 51% in aggregate principal amount of all Previously Issued Parity Bonds
and Bonds then outstanding, which instrument or instruments shall refer to the proposed amendment
described in said notice and which specifically consent to and approve such amendment in substantially the
form of the copy thereof on file with the Paying Agent/Registrar, the Council may pass the amendatory
ordinance in substantially the same form.

(d) Upon the passage of any amendatory ordinance pursuant to the provisions of this Section, this
Ordinance shall be deemed to be amended in accordance with such amendatory ordinance, and the respective
rights, duties, and obligations under this Ordinance and all the holders of then outstanding Previously Issued
Parity Bonds and Bonds shall thereafter be determined, exercised, and enforced hereunder, subject in all
respects to such amendments.

(e) Any consent given by the holder of a Previously Issued Parity Bonds or a Bond pursuant to the
provisions of this Section shall be irrevocable for a period of six months from the date of the first publication
of the notice provided for in this Section, and shall be conclusive and binding upon all future holders of the
same Previously Issued Parity Bonds and Bonds during such period. Such consent may be revoked at any
time after six months from the date of the first publication of such notice by the holder who gave such
consent, or by a successor in title, by filing notice thereof with the Paying Agent/Registrar and the City, but
such revocation shall not be effective if the holders of 51% in aggregate principal amount of the then
outstanding New Series Bonds as in this Section defined have, prior to the attempted revocation, consented
to and approved the amendment.

(f) For the purpose of this Section, the fact of the holding of Previously Issued Parity Bonds or Bonds
by any bondholder and the amount and numbers of such Previously Issued Parity Bonds and Bonds, and the
date of their holding same, may be proved by the affidavit of the person claiming to be such holder, or by a
certificate executed by any trust company, bank, banker, or any other depository wherever situated showing
that at the date therein mentioned such person had on deposit with such trust company, bank, banker, or other
depository, the Previously Issued Parity Bonds and Bonds described in such certificate. The City may
conclusively assume that such ownership continues until written notice to the contrary is served upon it.

At such time that all of the Prior Series Bonds are either defeased or no longer outstanding, Sub-
section 25(g) shall be added as shown by the following italicized language:

(g)  The foregoing provisions of this Section notwithstanding, including subsection (b), the City by
action of the City Council, and without the requirement of prior consent from any of the holders of Previously
Issued Parity Bonds or the Bonds (but with the requirement of prior written consent by the Texas Water
Development Board if the Texas Water Development Board  shall then be the holder of any obligations of
the City that are secured by the Net Revenues of the System, including subordinate lien obligations), may
amend this Ordinance for any one or more of the following purposes:

(1) To add to the covenants and agreements of the City contained in this Ordinance, other
covenants and agreements thereafter to be observed, grant additional rights or remedies to bondholders or
to surrender, restrict or limit any right or power herein reserved to or conferred upon the City;
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(2) To make such provisions for the purpose of curing any ambiguity, or curing, correcting or
supplementing any defective provision contained in this Ordinance, or in regard to clarifying matters or
questions arising under this Ordinance, as are necessary or desirable and not contrary to or inconsistent with
this Ordinance and which shall not adversely affect the interests of the holders of the Parity Bonds;
 

(3) To make any changes or amendments requested by any Rating Agency, as a condition to the
issuance or maintenance of a rating, which changes or amendments do not, in the judgment of the City,
materially adversely affect the interests of the owners of the outstanding Parity Bonds;

Notice of any such amendment may be published or given by the City in the manner described in subsection
(b) of this Section; provided, however, that the publication of such notice shall not constitute a condition
precedent to the adoption of such amendatory ordinance and the failure to publish such notice shall not
adversely affect the implementation of such amendment as adopted pursuant to such amendatory ordinance.

Section 26. 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.

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

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

(e)  Authority for Issuing Replacement Bonds.  In accordance with Chapter 1207, this Section 26 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
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Paying Agent/Registrar shall authenticate and deliver such Bonds in the form and manner and with the effect,
as provided in Section 6(d) of this Ordinance for Bonds issued in conversion and exchange for other Bonds.

Section 27. CUSTODY, APPROVAL, AND REGISTRATION OF BONDS; BOND
COUNSEL'S OPINION; CUSIP NUMBERS AND CONTINGENT INSURANCE PROVISION, IF
OBTAINED.  The Mayor of the Issuer is hereby authorized to have control of the Initial Bond issued
hereunder and all necessary records and proceedings pertaining to the Initial Bond pending its delivery and
its investigation, examination, and approval by the Attorney General of the State of Texas, and its registration
by the Comptroller of Public Accounts of the State of Texas.  Upon registration of the Initial Bond said
Comptroller of Public Accounts (or a deputy designated in writing to act for said Comptroller) shall manually
sign the Comptroller's Registration Certificate on the Initial Bond, and the seal of said Comptroller shall be
impressed, or placed in facsimile, on the Initial 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 Initial Bond or
on any Bonds issued and delivered in conversion of and exchange or replacement of any Bond, 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.

Section 28.  COVENANTS REGARDING TAX EXEMPTION. (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 obligations described in section 103 of the Code, the interest on which is not
includable in the "gross income" of the Bonds 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 therewith are so used, such amounts, whether or not received by the Issuer, with respect to
such private business use, do not, under the terms of this Ordinance or any underlying arrangement,
directly or indirectly, secure or provide for the payment of more than 10 percent of the debt service
on the Bonds, in contravention of section 141(b)(2) of the 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;
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(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 –

(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 30 days or less until such proceeds
are needed for the purpose for which the Bonds are issued,

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

(C) amounts deposited in any reasonably required reserve or replacement fund
to the extent such amounts do not exceed 10 percent of the proceeds of the 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, to the extent applicable, section
149(d) of the Code (relating to advance refundings); and

(8) 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)(8), 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 Bonds
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 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.
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Section 29.  ALLOCATION OF, AND LIMITATION ON, EXPENDITURES FOR THE
PROJECT.  The Issuer covenants to account for the expenditure of sale proceeds and investment earnings
to be used for the purposes described in Section 1 of this Ordinance (the "Project") on its books and records
in accordance with the requirements of the Internal Revenue Code. The Issuer recognizes that in order for the
proceeds to be considered used for the reimbursement of costs, the proceeds must be allocated to expenditures
within 18 months of the later of the date that (1) the expenditure is made, or (2) the Project is completed; but
in no event later than three years after the date on which the original expenditure is paid.  The foregoing
notwithstanding, the Issuer recognizes that in order for proceeds to be expended under the Internal Revenue
Code, the sale proceeds or investment earnings must be expended no more than 60 days after the earlier of
(1) the fifth anniversary of the delivery of the Bonds, or (2) the date the Bonds are retired.  The Issuer agrees
to obtain the advise of nationally-recognized bond counsel if such expenditure fails to comply with the
foregoing to assure that such expenditure will not adversely affect the tax-exempt status of the Bonds.  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 30.  DISPOSITION OF PROJECT.  The Issuer covenants that the property constituting
the Project financed with the proceeds of the Bonds will not be sold or otherwise disposed in a transaction
resulting in the receipt by the Issuer of cash or other compensation, unless the Issuer obtains an opinion of
nationally-recognized bond counsel that 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 31. CONTINUING DISCLOSURE.  

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

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

"MSRB" means the Municipal Securities Rulemaking Board.

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

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

(b)  Annual Reports.  The City shall provide annually to the MSRB through EMMA within six
months after the end of each fiscal year ending in or after 2010, financial information and operating data with
respect to the City of the general type included in the final Official Statement authorized by this Ordinance
being the information described in Exhibit A hereto.  Any financial statements so to be provided shall be (1)
prepared in accordance with the accounting principles described in Exhibit B hereto, or such other accounting
principles as the City may be required to employ from time to time pursuant to state law or regulation, and
(2) audited, if the City commissions an audit of such statements and the audit is completed within the period
during which they must be provided.  If the audit of such financial statements is not complete within such
period, then the City shall provide (1) unaudited financial statements for such fiscal year within such six
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month period, and (2) audited financial statements for the applicable fiscal year to the MSRB through EMMA
when and if the audit report on such statements become available.

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

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

(c)  Material Event Notices.  The City shall notify the MSRB through EMMA in a timely manner,
of any of the following events with respect to the Bonds, if such event is material within the meaning of the
federal securities laws:

A. Principal and interest payment delinquencies;

B. Non-payment related defaults;

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

D. Unscheduled draws on credit enhancements reflecting financial difficulties;

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

F. Adverse tax opinions or events affecting the tax-exempt status of the Bonds;

G. Modifications to rights of holders of the Bonds;

H. Redemption calls;

I. Defeasances;

J. Release, substitution, or sale of property securing repayment of the Bonds; and

K. Rating changes.

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

(d)  Limitations, Disclaimers, and Amendments.  The City shall be obligated to observe and perform
the covenants specified in this Section for so long as, but only for so long as, the City remains an "obligated
person" with respect to the Bonds within the meaning of the Rule, except that the City in any event will give
notice of any deposit made in accordance with Section 11 of this Ordinance that causes Bonds no longer to
be outstanding.  
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The provisions of this Section are for the sole benefit of the holders 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 City undertakes to provide only the financial
information, operating data, financial statements, and notices which it has expressly agreed to provide
pursuant to this Section and does not hereby undertake to provide any other information that may be relevant
or material to a complete presentation of the City's financial results, condition, or prospects or hereby
undertake to update any information provided in accordance with this Section or otherwise, except as
expressly provided herein.  The City does not make any representation or warranty concerning such
information or its usefulness to a decision to invest in or sell Bonds at any future date.

UNDER NO CIRCUMSTANCES SHALL THE CITY BE LIABLE TO THE HOLDER OR
BENEFICIAL OWNER OF ANY CERTIFICATE OF OBLIGATION OR ANY OTHER PERSON, IN
CONTRACT OR TORT, FOR DAMAGES RESULTING IN WHOLE OR IN PART FROM ANY BREACH
BY THE CITY, WHETHER NEGLIGENT OR WITHOUT FAULT ON ITS PART, OF ANY COVENANT
SPECIFIED IN THIS SECTION, BUT EVERY RIGHT AND REMEDY OF ANY SUCH PERSON, IN
CONTRACT OR TORT, FOR OR ON ACCOUNT OF ANY SUCH BREACH SHALL BE LIMITED TO
AN ACTION FOR MANDAMUS OR SPECIFIC PERFORMANCE.

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

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

The provisions of this Section may be amended by the City from time to time to adapt to changed
circumstances that arise from a change in legal requirements, a change in law, or a change in the identity,
nature, status, or type of operations of the City, but only if (1) the provisions of this Section, as so amended,
would have permitted an underwriter to purchase or sell 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 holders of a majority in aggregate
principal amount (or any greater amount required by any other provision of this Ordinance that authorizes
such an amendment) of the Outstanding Bonds consent to such amendment or (b) a person that is unaffiliated
with the City (such as nationally recognized bond counsel) determined that such amendment will not
materially impair the interest of the holders and beneficial owners of the 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 so amends the
provisions of this Section, it shall include with any amended financial information or operating data next
provided in accordance with paragraph (b) of this Section an explanation, in narrative form, of the reason for
the amendment and of the impact of any change in the type of financial information or operating data so
provided.  

Section 32. SALE OF INITIAL BOND.  The Initial Bond is hereby sold and shall be delivered
to J.P. Morgan Securities LLC ("Underwriters") for cash for the price of $87,263,356.19, being the par value
thereof less a discount to the Underwriters of $518,524.25, plus a net original issue premium of
$5,096,344.50, plus accrued interest thereon to date of delivery (accrued interest to be deposited into the
Interest and Sinking Fund) pursuant to the terms and provisions of a Purchase Agreement with the
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Underwriters.  It is hereby officially found, determined, and declared that the Initial Bond has been sold
pursuant to the terms and provisions of a Purchase Agreement in substantially the form attached hereto as
Exhibit B, which the Mayor of the Issuer is hereby authorized and directed to execute and deliver and which
the City Secretary of the issuer is hereby authorized and directed to attest.  It is hereby officially found,
determined, and declared that the terms of this sale are the most advantageous reasonably obtainable.  The
Initial Bond shall be registered in the name of J.P. Morgan Securities LLC.

Section 33. APPROVAL OF OFFICIAL STATEMENT.  The Issuer hereby approves the form
and content of the Official Statement relating to the Bonds and any addenda, supplement or amendment
thereto, and approves the distribution of such Official Statement in the reoffering of the Bonds by the
Underwriter in final form, with such changes therein or additions thereto as the officer executing the same
may deem advisable, such determination to be conclusively evidenced by his execution thereof.  The
Preliminary Official Statement, dated October 21, 2010, is hereby approved and deemed final as of its date,
as required by SEC Rule 15-2-12, and the distribution and use of the Preliminary Official Statement prior to
the date hereof is hereby ratified and confirmed.

Section 34. COMBINED UTILITY SYSTEM.  The City Council has authorized the combining
of the City's existing waterworks system and the existing sanitary sewer system into one combined
waterworks system and sewer system, all in accordance with the Ordinances authorizing the Series 2004A
Bonds and the no longer outstanding City of Laredo, Texas Waterworks and Sewer System Revenue
Refunding Bonds, Taxable Series 2004B.

Section 35. INTEREST EARNINGS ON BOND PROCEEDS.   The earnings derived from
the investment of proceeds from the sale of the Bonds shall be used along with other Bonds proceeds as
described in Section 1 hereof; provided that after completion of such project, as financed by the original bond
issue, if any of such interest earnings remain on hand, such interest earnings shall be deposited in the Interest
and Sinking Fund.

Section 36. PUBLIC NOTICE.  It is hereby officially found and determined that public notice
of the time, place and purpose of said meeting was given, all as required by Chapter 551, Texas Government
Code. 

Section 37. [RESERVED].

Section 38. EFFECTIVE DATE. This Ordinance shall become effective upon its adoption.

Section 39. FINDING AND AMENDMENT TO BUDGET.  It is hereby officially found and
determined that 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 Chapter 551, Texas Government Code, and that this Ordinance shall
become effective on final passage, and that the annual budget for this year is hereby amended to appropriate
the proceeds from the Bonds for the purposes authorized herein.

--------------





EXHIBIT A

DESCRIPTION OF ANNUAL FINANCIAL INFORMATION

The following information is referred to in Section 31 of this Ordinance. 

I.  Annual Financial Statements and Operating Data

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

Tables 1 through 14 and in Appendix B

Accounting Principles

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



EXHIBIT B

PURCHASE AGREEMENT 

The Purchase Agreement has been omitted at this point as it appears in executed form elsewhere in
this transcript.



 

City of Laredo/BPA 

$82,175,000.00 
 

CITY OF LAREDO, TEXAS 
WATERWORKS AND SEWER SYSTEM REVENUE BONDS, 

NEW SERIES 2010 

________________________________ 
 

BOND PURCHASE AGREEMENT 
________________________________ 

October 27, 2010 

Mayor and City Council 
City of Laredo, Texas 
1110 Houston Street 
Laredo, Texas 78040 

Ladies and Gentlemen: 

The undersigned, J.P. Morgan Securities LLC (the "Representative"), acting on its own 
behalf and on behalf of the other underwriters listed on Schedule I hereto (collectively, the 
"Underwriters"), and not acting as a fiduciary or agent for you, offers, jointly and severally, to 
enter into the following agreement (this "Agreement") with City of Laredo, Texas (the "City" or 
the "Issuer"), which, upon the Issuer's written acceptance of this offer, will be binding upon the 
Issuer and upon the Underwriters.  This offer is made subject to the Issuer's written acceptance 
hereof on or before 10:00 p.m., Laredo, Texas time, on October 27, 2010, and, if not so accepted, 
will be subject to withdrawal by the Underwriters upon written 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). 

The Representative represents that it has been duly authorized to execute this Agreement 
and has been duly authorized to act hereunder as the Representative.  All actions which may be 
taken hereunder by the Underwriters may be taken by the Representative alone. 

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 Underwriters 
hereby agree, jointly and severally, to purchase from the Issuer, and the Issuer hereby agrees to 
sell and deliver to the Underwriters, all, but not less than all, of the Issuer's $82,175,000.00 
Waterworks and Sewer System Revenue Bonds, New Series 2010 (the "Bonds").  Inasmuch as 
this purchase and sale represents a negotiated transaction, the Issuer understands, and hereby 
confirms, that the Underwriters are not acting as fiduciaries of the Issuer, but rather are acting 
solely in their capacity as underwriters for their own accounts. 

The Bonds shall be as described in, and shall be issued and secured under and pursuant to 
the provisions of an ordinance adopted by the Issuer on October 27, 2010 (the "Ordinance"). 
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The purchase price for the Bonds shall be $87,263,356.19 representing the par amount of 
the Bonds, plus a reoffering premium of $5,096,344.50, and less an underwriting discount of 
$518,524.25, plus $510,535.94 of accrued interest on the Bonds calculated on the basis of a 360-
day year of twelve 30-day months from the dated date of the Bonds to the date of the Closing (as 
hereinafter defined). 

Delivered to the Issuer herewith is the Representative's good-faith corporate check 
payable to the order of the Issuer in the amount of $910,850.00 (the "Check").  In the event the 
Issuer does not accept this offer, the Check shall be promptly returned uncashed to the 
Representative.  Upon the Issuer's acceptance and countersignature of this offer, the Check 
(i) shall not be cashed or negotiated but shall be held and retained in safekeeping by the Issuer as 
security for the performance by the Underwriters of their obligation, subject to the terms and 
conditions herein set forth, to purchase and accept delivery of the Bonds at the Closing, and 
(ii) shall be applied and disposed of by the Issuer solely as provided in this Agreement.  In the 
event of the Underwriters' compliance with such obligation to purchase and accept delivery of 
the Bonds as herein provided, the Check shall be returned to the Representative at the Closing.  
In the event of the failure by the Issuer to deliver the Bonds at the Closing, or if the Issuer shall 
be unable to satisfy the conditions to the obligation of the Underwriters contained in this 
Agreement, or if the obligation of the Underwriters shall be terminated for any reason permitted 
by this Agreement, the Check shall be returned promptly to the Representative.  In the event that 
the Underwriters fail (other than for a reason permitted hereunder) to purchase and accept 
delivery of the Bonds as herein provided, the Issuer shall become entitled to cash or negotiate the 
Check, and the proceeds thereof shall be retained by the Issuer as and for fully liquidated 
damages for such failure and for any and all defaults on the part of the Underwriters and such 
proceeds shall constitute a full release and discharge of all claims and damages for such failure 
and for any and all such defaults.  The Underwriters and the Issuer understand that in such event 
the Issuer's actual damages may be greater or may be less than such amount.  Accordingly, the 
Underwriters hereby waive any right to claim that the Issuer's actual damages are less than such 
amount, and the Issuer's acceptance of this offer shall constitute a waiver of any right the Issuer 
may have to additional damages from the Underwriters. 

2. Public Offering.  The Underwriters agree to make a bona fide public offering of 
all of the Bonds at prices not to exceed the public offering prices set forth on page ii of the 
Official Statement (defined herein) and, subsequently, may change such offering prices without 
any requirement of prior notice.  The Underwriters may offer and sell Bonds to certain dealers 
(including dealers depositing Bonds into investment trusts) and others at prices lower than the 
public offering prices stated on page ii of the Official Statement.  On or before the Closing, the 
Representative shall execute a certificate provided by Bond Counsel verifying the initial offering 
prices to the public at which a substantial amount of each maturity of the Bonds was sold to the 
public. 

3. The Official Statement. 

(a) The Issuer previously has delivered copies of the Preliminary Official Statement 
dated October 21, 2010 (the "Preliminary Official Statement") to the Underwriters.  The Issuer 
will prepare a final Official Statement relating to the Bonds, which will be (i) dated the date of 
this Purchase Contract, (ii) complete within the meaning of Rule 15c2-12 of the United States 
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Securities and Exchange Commission, as amended (the "Rule"), and (iii) substantially in the 
form of the most recent version of the Preliminary Official Statement provided to the 
Underwriters before the execution hereof.  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 to the Underwriters the Preliminary Official Statement in a 
"designated electronic format" (as defined in and specified by Rule G-32 of the Municipal 
Securities Rulemaking Board (the "MSRB")) to permit the Underwriters to satisfy their 
obligations 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, in a "designated electronic 
format," for use by the Underwriters in connection with the public offering, sale and distribution 
of the Bonds.  The Issuer hereby represents and warrants that the Preliminary Official Statement 
has been deemed final by the Issuer as of its date, 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 hereby authorizes the Official Statement and the information therein 
contained to be used by the Underwriters in connection with the public offering and the sale of 
the Bonds.  The Issuer consents to the use by the Underwriters prior to the date hereof of the 
Preliminary Official Statement, in a "designated electronic format", in connection with the public 
offering of the Bonds.  The Issuer shall provide, or cause to be provided, to the Underwriters as 
soon as practicable after the date of the Issuer's acceptance of this Agreement (but, in any event, 
not later than within seven (7) business days after the Issuer's acceptance of this Agreement and 
in sufficient time to accompany any confirmation that requests payment from any customer) the 
Official Statement in a "designated electronic format," approved by the Issuer's City Council or 
one or more duly authorized officers of the Issuer, which is complete as of the date of its delivery 
to the Underwriters.  In addition, such Official Statement shall be delivered to the Underwriters 
in such reasonable quantity as the Representative shall request in order for the Underwriters to 
comply with Section (b)(4) of the Rule and Rule G-32 of the MSRB obligating the Underwriters 
to deliver a copy of the Official Statement to a purchaser of Bonds not later than the Closing 
upon an Underwriter's receipt from such purchaser of a request therefor. 

(d) If, after the date of this Agreement to and including the date the Underwriters are 
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 Rule) and (ii) the time when the Official Statement is available to any person from 
a nationally recognized municipal securities information repository, 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 Representative (and for the purposes of this clause provide the 
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Representative with such information as the Representative may from time to time reasonably 
request), and if, in the reasonable opinion of the Representative, 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 manner approved by the 
Representative, which approval shall not be unreasonably withheld), either an amendment or 
supplement to the Official Statement, and make the same available to the Underwriters in a 
"designated electronic format", 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.  If such notification shall be 
subsequent to the Closing, the Issuer shall furnish such legal opinions, certificates, instruments 
and other documents as the Representative may deem necessary to evidence the truth and 
accuracy of such supplement or amendment to the Official Statement. 

(e) The Representative hereby agrees to timely file the Official Statement with the 
MSRB through its Electronic Municipal Market Access ("EMMA") System.  Unless otherwise 
notified in writing by the Representative, the Issuer can assume that the "end of the underwriting 
period" for purposes of the Rule is the date of the Closing. 

4. Representations, Warranties, and Covenants of the Issuer.  The Issuer hereby 
represents and warrants to and covenants with the Underwriters that: 

(a) The Issuer is a duly organized and validly existing political subdivision of the 
State of Texas and a body politic and corporate duly created, organized, and existing under the 
laws of the State of Texas (the "State"), and has full legal right, power and authority pursuant to 
the Constitution and the laws of the State, including particularly Chapter 1502, Texas 
Government Code, as amended (the "Acts"), the Issuer's Home Rule Charter, and the Ordinance 
and at the date of the Closing will have full legal right, power and authority (i) to enter into, 
execute and deliver this Agreement, the Ordinance, the Paying Agent/Registrar Agreement for 
the Bonds (the "Paying Agent/Registrar Agreement") between the City and The Bank of 
New York Mellon Trust Company, N.A., Dallas, Texas (the "Paying Agent/Registrar"), 
Continuing Disclosure Undertaking (as defined in Section 6(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 Underwriters as provided 
herein, (iii) to carry out and consummate the transactions described in the Issuer Documents and 
the Official Statement; and the Issuer has complied, and will at the Closing be in compliance in 
all respects with applicable State law (including the Acts) as they pertain to such transactions and 
the Issuer Documents; 

(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, (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 and (iii) 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 
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Issuer in order to carry out, give effect to, and consummate the transactions described herein and 
in the Official Statement; 

(c) The Issuer Documents constitute legal, valid and binding obligations of the Issuer, 
enforceable in accordance with their respective terms, subject to principles of sovereign 
immunity and 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 limited obligations of the Issuer payable from an irrevocable 
first lien on and pledge of the Pledged Revenues of the City’s Combined Waterworks and Sewer 
System, with the Pledged Revenues further pledged to the establishment and maintenance of the 
funds created by the Ordinance, and any funds created by any ordinance authorizing the issuance 
of any Parity Bonds (as described in the Ordinance and the Official Statement), entitled to the 
benefits of the Ordinance and enforceable in accordance with their terms, subject to principles of 
sovereign immunity and bankruptcy, insolvency, reorganization, moratorium and other similar 
laws and principles of equity relating to or affecting the enforcement of creditors' rights; 

(d) The Issuer is not in material 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, 
resolution, 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 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 under any constitutional provision, law or 
administrative regulation, judgment, decree, loan agreement, indenture, bond, note, resolution, 
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; 

(e) All authorizations, approvals, licenses, permits, consents and orders of any 
governmental authority, legislative body, board, agency or commission having jurisdiction of the 
matters 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 
or will be obtained prior to the Closing, 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 OBLIGATIONS;" the proceeds of the sale of the 
Bonds will be applied generally as described in the Official Statement under the captions "PLAN 
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OF FINANCING" and "THE OBLIGATIONS – Sources and Uses of Funds;" and the 
Continuing Disclosure Undertaking conforms to the description thereof contained in the Official 
Statement under the caption "OTHER RELEVANT INFORMATION – Continuing Disclosure 
of Information;" 

(g) Except as otherwise provided in the Official Statement under the caption 
"OTHER RELEVANT INFORMATION – Continuing Disclosure of Information;" during the 
last five (5) years the Issuer has complied in all material respects with its previous Continuing 
Disclosure Undertakings made by it in accordance with the Rule; 

(h) Except as otherwise 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, 
threatened against the Issuer, affecting the corporate 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 use of certain revenues as provided in the Ordinance, for 
payment of the 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 or 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 (including the security 
therefor) 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; 

(j) At the time of the Issuer's acceptance hereof and (unless the Official Statement is 
amended or supplemented pursuant to paragraph (d) of Section 3 of this Agreement) at all times 
subsequent thereto during the period up to and including twenty-five (25) days 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 3 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 twenty-five (25) days 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 
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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 will not 
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, at the sole cost of the Underwriters, will furnish such information and 
execute such instruments and take such action in cooperation with the Underwriters as the 
Representative 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 Representative 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 general or 
special consents to service of process under the laws of any jurisdiction) and will advise the 
Representative immediately of receipt by the Issuer of any written 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 Issuer's financial statements and the other information regarding the Issuer's 
financial condition and operations set forth in the Official Statement fairly present the financial 
position, results of operations and condition of the Issuer as of the dates and for the periods 
therein set forth and there has been no adverse change of a material nature in the financial 
position, results of operations or condition, financial or otherwise, of the Issuer since the dates of 
such statements and information; 

(o) Except as may be otherwise 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 Issuer's financial 
condition or operations; 

(p) Except for the proposed issuance of the Issuer's Combination Tax and Revenue 
Certificates of Obligation, Series 2010, and General Obligation Refunding Bonds, Series 2010, 
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 (except for issuance of 
commercial paper under existing programs and other indebtedness incurred in the ordinary 
course of business excluding bonded debt issued in the ordinary course of business), payable 
from or secured by ad valorem taxes without the prior approval of the Representative; 

(q) 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 Underwriters as to the statements made therein; and 
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(r) The Issuer covenants that between the date hereof and the date of the Closing it 
will take no action within its control, which will cause the representations and warranties made 
in this Section to be untrue as of the Closing. 

By delivering the Official Statement to the Representative, the Issuer shall be deemed to 
have reaffirmed, with respect to the Official Statement, the representations, warranties and 
covenants set forth above with respect to the Preliminary Official Statement. 

5. Closing. 

(a) At or before 10:00 a.m., Laredo, Texas time, on November 30, 2010, or at such 
other time and date as shall have been mutually agreed upon by the Issuer and the 
Representative, the Issuer will, subject to the terms and conditions hereof, deliver to the 
Representative the Initial Obligation (as defined in the Ordinance) registered in the name of the 
Representative, in temporary form, together with the other documents hereinafter mentioned, and 
will have available for immediate exchange definitive obligations deposited with The Depository 
Trust Company, New York, New York ("DTC"), or deposited with the Paying Agent/Registrar, 
if the Bonds are to be held in safekeeping for DTC by the Registrar pursuant to DTC's FAST 
system and the Ordinance, duly executed and authenticated in the form and manner contemplated 
below, together with the other documents hereinafter mentioned, and the Representative, on 
behalf of the Underwriters will, subject to the terms and conditions hereof, accept such delivery 
and the Underwriters will pay the purchase price of the Bonds as set forth in Section 1 hereof by 
federal funds wire transfer payable, in immediately available funds, to the order of the Issuer 
(such events being referred to herein as the "Closing").  Payment for the Bonds as aforesaid shall 
be made at the offices of the Paying Agent/Registrar, or such other place as shall have been 
mutually agreed upon by the Issuer and the Representative. 

(b) Delivery of the definitive obligations in exchange for the Initial Certificate shall 
be made through DTC, utilizing the book-entry only form of issuance, and the Issuer agrees to 
enter into such agreement, including a "Letter of Representations," as may be required to allow 
for the use of such book-entry only system.  The definitive obligations shall be delivered in fully 
registered form bearing CUSIP numbers without coupons with one certificate for each maturity 
of obligations, registered in the name of Cede & Co. and shall be made available to the 
Representative at least one business day before the Closing for purposes of inspection. 

6. Closing Conditions.  The Underwriters have 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 Underwriters' obligation 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 to 
the Representative of such documents as are enumerated herein, in form and substance 
reasonably satisfactory to the Representative: 
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(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 Representative 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 
Representative (which agreement shall not be unreasonably withheld); (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 and counsel to 
the Underwriters to deliver their respective opinions 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, unless otherwise consented to by 
the Representative, shall not have been amended, modified or supplemented; 

(e) Reserved; 

(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 (after 
amendment, if any, in accordance with Section 3 hereof) that in the reasonable judgment of the 
Representative is material and adverse and that makes it, in the reasonable judgment of the 
Representative, impracticable to market the Bonds on the terms and in the manner contemplated 
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 Representative; 

(i) At or prior to the Closing, the Representative shall have received a copy 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 Representative; 

(2) A copy of the Ordinance, certified by the Issuer as having been duly 
adopted and in full force and effect, with such supplements or amendments thereto as may have 
been agreed to by the Representative; 
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(3) The undertaking of the Issuer which satisfies the requirements of 
section (b)(5)(i) of the Rule (the "Continuing Disclosure Undertaking"); 

(4) The approving opinion of McCall, Parkhurst & Horton L.L.P., 
San Antonio, Texas ("Bond Counsel") with respect to the Bonds, in substantially the form 
attached to the Official Statement as Appendix C; 

(5) A supplemental opinion of Bond Counsel addressed to the Issuer and the 
Underwriters, substantially to the effect that: 

(i) The Ordinance has been duly adopted and is in full force and 
effect; 

(ii) 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 necessary, in 
connection with the offering and sale of the Bonds to register the Bonds under the 
1933 Act or to qualify the Ordinance under the Trust Indenture Act; and 

(iii) the statements and information contained in the Official Statement 
under the caption "PLAN OF FINANCING," "THE OBLIGATIONS" (except 
"Sources and Uses of Funds," "Default and Remedies," and "Book-Entry-Only 
System"), "TAX MATTERS," "OTHER RELEVANT INFORMATION – 
Continuing Disclosure of Information" (except information under the subcaption 
"Compliance with Prior Undertakings"), and "OTHER RELEVANT 
INFORMATION – Registration and Qualification of Obligations for Sale," 
"OTHER RELEVANT INFORMATION – Legal Investments and Eligibility to 
Secure Public Funds in Texas," "OTHER RELEVANT INFORMATION – Legal 
Opinions and No-Litigation Certificate," fairly and accurately summarize the 
provisions of the Bonds and the Ordinance and are correct as to matters of law; 

(6) An opinion, dated the date of the Closing and addressed to the 
Underwriters, of counsel for the Underwriters, to the effect that: 

(i) 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 

(ii) based upon their participation in the preparation of the 
Official Statement as counsel for the Underwriters 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 
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under which they were made, not misleading (except for any financial, 
forecast, technical and statistical statements and data included in the 
Official Statement and the information regarding DTC and its book-entry 
system and the information regarding the municipal bond insurance 
policy, if any, in each case as to which no view need be expressed); 

(7) A certificate, dated the date of Closing, of an appropriate official of the 
Issuer to the effect that (i) all official actions of the Issuer relating to the Official Statement, the 
Issuer Documents and the Bonds have been duly taken and adopted by the Issuer, are in full 
force and effect and have not been modified, amended, supplemented or repealed (except as may 
have been agreed to by the Representative); (ii) the representations and warranties of the Issuer 
contained herein or in any certificate or document delivered by the Issuer pursuant to the 
provisions hereof 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 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 City 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) attempt to restrain or enjoin the issuance or delivery of the Bonds, or contest the validity, due 
authorization and execution of the Bonds or the Issuer Documents, or (d) attempt to limit, enjoin 
or otherwise restrict or prevent the Issuer from functioning and collecting (or making payments 
on the Bonds) income, 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 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 time 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; 
(v) there has not been any material adverse change in the financial condition of the Issuer since 
September 30, 2009, the latest date as of which audited financial information is available; and 
(vi) the Issuer is not prohibited by its independent auditors from including the audited financial 
statements or excerpts of such statements in the Official Statement or incorporating such 
statements by reference into the Official Statement; 

(8) A certificate of the Issuer, dated the date of the Closing, of an appropriate 
official of the Issuer in form and substance satisfactory to Bond Counsel and counsel to the 
Underwriters (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 obligations" 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; 
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(9) Any other certificates and opinions required by the Ordinance for the 
issuance thereunder of the Bonds; 

(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) Evidence of a rating assigned to the Bonds of "AA-" by Fitch Ratings, and 
"AA-" by Standard & Poor's Rating Services, a Standard & Poor's Financial Services LLC 
business, and "A1" by Moody's Investors Service, Inc.; 

(12) Reserved; 

(13) Reserved; 

(14) The Paying Agent/Registrar Agreement, having been duly executed on 
behalf of the City and the Paying Agent/Registrar; and 

(15) Such additional legal opinions, certificates, instruments and other 
documents as Bond Counsel, the Representative or counsel to the Underwriters 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 Representative and to 
Bond Counsel. 

If the Issuer shall be unable to satisfy the conditions to the obligations of the 
Underwriters to purchase, to accept delivery of and to pay for the Bonds contained in this 
Agreement, or if the obligations of the Underwriters 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 Underwriters nor the Issuer shall be under any further obligation 
hereunder, except that the respective obligations of the Issuer and the Underwriters set forth in 
Sections 1 (with respect to the Check), 4 and 8 hereof shall continue in full force and effect. 

7. Termination.  The Underwriters shall have the right to cancel their obligation to 
purchase the Bonds if, between the date of this Agreement and the Closing, the market price or 
marketability of the Bonds shall be materially adversely affected, in the reasonable judgment of 
the Representative, by the occurrence of any of the following: 

(a) legislation shall be enacted by or introduced in the Congress of the United States 
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 any member of 
Congress or favorably reported for passage to either House of the Congress by any committee of 
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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 having jurisdiction of the subject matter 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, or other action or events shall have 
transpired which may have the purpose or effect, directly or indirectly, of changing the federal 
income tax consequences of any of the transactions described herein; 

(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 United States 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 laws (as amended and then in effect) or any rule 
or regulation adopted and in effect thereunder; 

(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) there shall be in force a general suspension of trading, minimum or maximum 
prices for trading shall have been fixed and be in force or maximum ranges or prices for 
securities shall have been required and be in force on the New York Stock Exchange or other 
national stock exchange whether by virtue of a determination by such exchange or by order of 
the United States Securities and Exchange Commission or any other governmental authority 
having jurisdiction; 

(e) additional material restrictions upon trading in securities generally not in force as 
of the date hereof shall have been imposed by the New York Stock Exchange or by any other 
national securities exchange or any governmental authority having jurisdiction; or the New York 
Stock Exchange, any other national securities exchange or any governmental authority having 
jurisdiction, shall have imposed, as to the Bonds or similar obligations, any material restrictions 
not now in force, or increase materially those now in force, with respect to the extension of credit 
by, or the charge to the net capital requirements of, the Underwriters; 

(f) a major financial crisis or a material disruption in commercial banking or 
securities settlement or clearance services shall have occurred which in the judgment of the 
Representative, reasonably exercised, would make the marketing of the Bonds generally 
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impractical; provided, however, that in making such determination, the Representative shall act 
in good faith so as to treat its obligations hereunder in a manner consistent with its obligations 
under other municipal underwriting agreements for bond issues of like size, tenor, and ratings 
quality settling during the same period, and if the Underwriters are in fact satisfying its 
obligations with respect to such other settling issues, its obligations hereunder shall remain in 
effect and enforceable without modification or amendment; 

(g) a general banking moratorium declared by federal, State of New York, or State 
officials authorized to do so; 

(h) any amendment to the federal or State constitution or action by any federal or 
State court, legislative body, regulatory body, or other authority materially adversely affecting 
the tax status of the Issuer, its property, income, securities (or interest thereon); 

(i) any event occurring, or information becoming known which, in the reasonable 
judgment of the Representative, makes untrue in any material respect any 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; 

(j) there shall have occurred since the date of this Agreement any materially adverse 
change in the operations or financial condition of the Issuer; 

(k) there shall have occurred any (i) new material outbreak of hostilities (including, 
without limitation, an act of terrorism) or (ii) new material other national or international 
calamity or crisis, or any material adverse change in the financial, political or economic 
conditions affecting the United States, including, but not limited to, an escalation of hostilities 
that existed prior to the date hereof and the effect of any such event on the financial markets of 
the United States, shall be such as would make it impracticable, in the reasonable judgment of 
the Representative, for the Underwriters to sell the Bonds on the terms and in the manner 
contemplated by the Official Statement; 

(l) any fact or event shall exist or have existed that, in the Representative's judgment, 
requires or has required an amendment of or supplement to the Official Statement and the Issuer 
has refused to supplement or amend the Official Statement; 

(m) there shall have occurred any downgrading, or any notice shall have been given of 
(A) any intended or potential downgrading or (B) any review or possible change that does not 
indicate the direction of a possible change, in the rating accorded (including the rating to be 
accorded the Bonds) by any "nationally recognized statistical ratings organization," as such term 
is defined for purposes of Rule 436(g)(2) under the 1993Act; and 

(n) the purchase of and payment for the Bonds by the Underwriters, or the resale of 
the Bonds by the Underwriters, on the terms and conditions herein provided shall be prohibited 
by any applicable law, governmental authority, board, agency or commission having jurisdiction 
of the subject matter, and such prohibition is not the result of the Underwriters action or inaction. 
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With respect to the condition described in subparagraph (e) or (n) above, the 
Underwriters are 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 
Underwriters to invoke their termination rights hereunder. 

8. Expenses. 

(a) The Underwriters shall be under no obligation to pay, and the Issuer shall pay, 
any 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; (ii) the fees and disbursements of 
Bond Counsel and the Issuer's Financial Advisors; (iii) the fees and disbursements of any other 
attorneys, engineers, accountants, and other experts, consultants or advisers retained by the 
Issuer; (iv) the fees, if any, for bond ratings and municipal bond insurance; (v) the costs of 
preparing, printing and mailing to the Underwriters the Preliminary Official Statement and the 
Official Statement; (vi) the fees and expenses of the Paying Agent/Registrar; (vii) the out-of-
pocket, miscellaneous and closing expenses, including the cost of travel, of the officers and 
officials of the Issuer; (viii) the Attorney General's review fee; and (ix) any other expenses 
mutually agreed to by the Issuer and the Representative to be reasonably considered expenses of 
the Issuer which are incident to the transactions contemplated hereby. 

(b) The Underwriters 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, including the fees and 
disbursements of counsel retained by the Underwriters and other expenses incurred at the 
Underwriters' discretion (including, but not limited to, travel, lodging, meals, entertainment, deal 
momentos, and similar expenses). 

9. Notices.  Any notice or other communication to be given to the Issuer under this 
Agreement may be given by delivering the same in writing to City of Laredo, Texas, 
1110 Houston Street, Laredo, Texas 78040, Attention: Ms. Rosario Cabello, Director of Finance; 
and any notice or other communication to be given to the Underwriters under this Agreement 
may be given by delivering the same in writing to J.P. Morgan Securities LLC; Attention: 
Mr. Douglas R. Hartman, 2200 Ross Avenue, 3rd Floor, Dallas, Texas 75201. 

10. 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 Underwriters 
(including successors or assigns of the Underwriters) 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 Underwriters; and (ii) delivery of and payment for the Bonds pursuant to this 
Agreement. 

11. 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. 
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12. Choice of Law.  This Agreement shall be governed by and construed in 
accordance with the laws of the State. 

13. 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 provision or 
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. 

14. Business Day.  For purposes of this Agreement, "business day" means any day on 
which (a) the New York Stock Exchange is open for trading and (b) the payment system of the 
Federal Reserve System is operational. 

15. 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. 

16. 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 

17. No Personal Liability.  None of the members of the City Council, nor any officer, 
agent, or employee of the Issuer, shall be charged personally by the Underwriters with any 
liability, or be held liable to the Underwriters 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. 

[Execution Page Follows.]
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List of Underwriters 

J.P. Morgan Securities LLC 

Citigroup Global Markets Inc. 

First Southwest Company 

Stifel, Nicolaus & Company, Inc. 

Wells Fargo Brokerage Services, LLC 

 



PAYING AGENT/REGISTRAR AGREEMENT

THIS AGREEMENT entered into as of October 15, 2010 (this "Agreement"), by and
between the CITY OF LAREDO, TEXAS (the "Issuer") and THE BANK OF NEW YORK MELLON TRUST
COMPANY, N.A., DALLAS, TEXAS (the “Bank”), a national banking association duly organized and
operating under the laws of the United States of America. 
                        

RECITALS

WHEREAS, the Issuer has duly authorized and provided for the issuance of its CITY OF
LAREDO, TEXAS WATERWORKS AND SEWER SYSTEM REVENUE BONDS, SERIES 2010 (the
"Securities") in the aggregate principal amount of $82,175,000, 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 on
or about November 30, 2010; 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
expenses, disbursements and advances incurred or made by the Bank in accordance with any of the
provisions hereof (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 principal 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.

"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, City Manager or the Finance Director 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.
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"Ordinance" means the resolution, order, or ordinance of the governing body of the Issuer
pursuant to which the Securities are issued, certified by the City Secretary or any other officer of the
Issuer and delivered to the Bank.

"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 Vice-
Chairman 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.
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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, 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.

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, 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.

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") 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.  The Bank represents and warrants
that its office in the State of Texas will at all times have immediate access to the Security Register
by electronic or other means and will be capable of producing a hard copy at its Dallas, Texas office
for use by the Issuer.

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.
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The Bank may request any supporting documentation it feels necessary to effect a re-
registration, 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 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.  SECURITIES.

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.
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SECTION 4.05.  RETURN OF CANCELED SECURITIES.

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.

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.

SECTION 4.08.  REPORTING REQUIREMENTS.  

To the extent required by the Code or the Treasury Regulations, the Bank shall report to the
Holders and the Internal Revenue Service the amount of interest paid or the amount treated as
interest accrued on the Securities which is required to be reported by the Holders on their returns
of federal income tax.
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ARTICLE FIVE
THE BANK

SECTION 5.01.  DUTIES OF BANK.

The Bank undertakes to perform the duties set forth herein and in the Ordinance and agrees
to use reasonable care in the performance thereof.

The Bank is also authorized to transfer funds relating to the closing and initial delivery of the
securities in the manner disclosed in the closing memorandum approved by the Issuer as prepared by the
Issuer’s financial advisor or other agent.  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.

(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.
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(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 a fiduciary capacity for the payment of the Securities, with such moneys in the account that
exceed the deposit insurance, available to the Issuer, provided 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 such Securities shall, at its own expense and risk, request such other medium of payment.

All funds at any time and from time to time provided to or held by the Bank hereunder shall
be deemed, construed and considered for all purposes as being provided to or held by the Bank in
trust and as a trustee for the benefit of the Security Holders.  The Bank acknowledges, covenants
and represents that it is acting herein in a fiduciary capacity in relation to such funds, and is not
accepting, holding, administering, or applying such funds as a banking depository, but solely as
trustee and fiduciary for and on behalf of the Security thereto, except as trustee pursuant to the terms
of this Agreement.  The Security Holders shall be entitled to the same preferred claim and first lien
on the funds so provided as are enjoyed by the beneficiaries of trust funds generally.  The funds
provided to the Bank hereunder shall not be subject to warrants, drafts or checks drawn by the Issuer
and, except as expressly provided herein, shall not be subject to compromise, setoff, or other charge
or diminution by the Bank.

The Bank shall be under no liability for interest on any money received by it hereunder.

Subject to the unclaimed property laws of the State of Texas and any provisions in the
Ordinance to the contrary, any money deposited with the Bank for the payment of the principal,
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premium (if any), or interest on any Security and remaining unclaimed for four years after final
maturity of the Security has become due and payable will be paid by the Bank to the Issuer, and the
Holder of such Security shall thereafter look only to the Issuer for payment thereof, and all liability
of the Bank with respect to such moneys shall thereupon cease.

SECTION 5.06.  INDEMNIFICATION. 

To the extent permitted by law, the Issuer agrees to indemnify the Bank 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 against any claim or liability in connection with the exercise or
performance of any of its powers or duties under 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 a county of the State of Texas where either the Bank Office or the
administrative offices of 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 of Texas 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,” in effect from time to time, 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.
                            

This Agreement may be amended only by an agreement in writing signed by both of the
parties hereto.
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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 his
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.
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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.  If the sixty (60) day notice period expires and
no successor has been appointed, the Bank, at the expense of the Issuer, has the right to petition a
court of competent jurisdiction to appoint a successor under this Agreement.  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.

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.

[The remainder of this page intentionally left blank]



































































 FEDERAL TAX CERTIFICATE 
 
   
1. In General. 
 
 1.1. The undersigned is the Director of Finance of the City of Laredo, 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 Waterworks and Sewer System Revenue Bonds, Series 
2010 (the "Bonds").  The Bonds are being issued pursuant to an ordinance of the Issuer (the "Ordinance") 
adopted on the date of sale of the Bonds.  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 Certificate are reasonable. 
 
 1.4. The undersigned is an officer of the Issuer delegated with the responsibility 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 o the representations made by J.P. Morgan Securities LLC (the "Underwriter") in 
Subsection 7.1 of this Certificate and by Estrada Hinojosa & Company, Inc. (the "Financial Advisor") in 
Subsections 5.3 and 7.2 of this Certificate and of the Schedules attached hereto as Exhibit "D". 
 
2. The Purpose of the Bonds and Useful Lives of Projects. 
 
 2.1. The Bonds are being issued pursuant to the Ordinance (a) to provide for the payment of 
costs of issuing the Bonds and (b) to acquire, improve and extend the Issuer's combined Waterworks and 
Sewer System (the "Projects"). 
 
 2.2. The Issuer expects that the aggregate useful lives of the Projects will exceed 30 years 
from the later of the date the Projects are placed in service or the date on which the Bonds are issued. 
 
 2.3. All earnings, such as interest and dividends, received from the investment of the proceeds 
of the Bonds during the period of acquisition and construction of the Projects and not used to pay interest 
on the Bonds, will be used to pay the costs of the Projects, unless required to be rebated and paid to the 
United States in accordance with section 148(f) of the Internal Revenue Code of 1986 (the "Code").  The 
proceeds of the Bonds, together with any investment earnings thereon, are expected not to exceed the 
amount necessary for the governmental purpose of the Bonds.  The Issuer expects that no disposition 
proceeds will arise in connection with the Projects or the Bonds. 
 
3. Expenditure of Bond Proceeds and Use of Projects. 
 
 3.1. The Issuer will incur, within six months after the date of issue of the Bonds, a binding 
obligation to commence the Projects, either by entering into contracts for the construction of the Projects 
or by entering into contracts for architectural or engineering services for such Projects, or contracts for the 
development, purchase of construction materials, or purchase of equipment, for the Projects, with the 
amount to be paid under such contracts to be in excess of five percent of the proceeds which are estimated 
to be used for the cost of the Projects. 
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 3.2. After entering into binding obligations, work on such Projects will proceed promptly with 
due diligence to completion. 
 
 3.3. All original proceeds derived from the sale of the Bonds to be applied to the Projects and 
all investment earnings thereon (other than any amounts required to be rebated to the United States 
pursuant to section 148(f) of the Code) will be expended for the Projects no later than a date which is 
three years after the date of issue of Bonds. 
 
 3.4. The Ordinance provides that allocations of proceeds to expenditures for the Projects are 
expected not to be later than 18 months after the later of the date of the expenditure or the date that the 
Projects are placed in service, but, in any event, not longer than 60 days after the earlier of five years of 
the date hereof or the date the Bonds are retired. 
 
 3.5. Only Project costs paid or incurred by the Issuer within 60 days prior to the date the 
Issuer approved the funding of the Project (the "60-day period") through its declaration of official intent 
("Qualified Costs") will be paid or reimbursed with Bond proceeds.  For this purpose Qualified Costs also 
include preliminary expenditures, incurred prior to the 60-day period before the approval of the Issuer 
through its declaration of official intent, up to an amount not in excess of 20 percent of the aggregate 
amount of the Bonds.  No Qualified Cost represents the cost of property or land acquired from a related 
party. 
 
 3.6. The Issuer will not invest the proceeds prior to such expenditure in any guaranteed 
investment contract or other non-purpose investment with a substantially guaranteed yield for a period 
equal to or greater than four years. 
 
 3.7. 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 Projects, the only user of the Projects will be the Issuer or 
the Issuer's employees and agents.  The Issuer will be the manager of the Projects.  In no event will the 
proceeds of the Bonds 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 
Projects and sales of output will be made 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. 
 
 3.8. Except as stated below, the Issuer expects not to sell or otherwise dispose of property 
constituting the 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 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. 
 
 3.9. For purposes of Subsection 3.8 hereof, the Issuer has not included the portion of the 
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. 
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4. Bond Fund. 
 
 4.1. The Ordinance confirms the Bond 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 
Bond Fund.  Amounts deposited in the Bond 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 Bond Fund will be spent within a one-year period beginning on the 
date of receipt. 
 
 4.2. Any money deposited in the Bond 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 Bond Fund.  The yield on any investments allocable to the portion of the Bond 
Fund exceeding the sum of (a) the Bona Fide Debt Service Portion and (b) an amount equal 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. Reserve Fund. 
 
 5.1. Funds on deposit in the Reserve Fund are held in trust for the benefit of the holders of the 
Bonds.  If on any interest payment or maturity date, the Bond Fund does not contain an amount sufficient 
to make debt service payments on the Bonds, the Issuer is required to transfer money from the Reserve 
Fund to the Bond Fund in an amount sufficient to make such payments. 
 
 5.2. The present value of the investments deposited to the Reserve Fund and allocable to the 
Bonds that will be invested at a yield higher than the yield on the Bonds will not, as of any date, exceed 
an aggregate amount which equals the lesser of (a) 10 percent of the stated principal amount (or, in the 
case of a discount, the issue price) of the Bonds, (b) 1.25 of the average annual debt service on the Bonds, 
or (c) maximum annual debt service on the Bonds. 
 
 5.3. Based on the recommendation of the Financial Advisor to the Issuer, the amount 
deposited to the Reserve Fund, if any, does not exceed that amount which is reasonably prudent to be 
maintained to secure the timely payment of debt service in the event of periodic fluctuations in revenues 
of the Issuer.  Amounts deposited in the Reserve Fund from proceeds received from the sale of the Bonds 
do not exceed 10 percent of the issue price of the Bonds. 
 
6. Revenue Fund. 
 
 6.1. The Ordinance creates a Revenue Fund into which certain revenues of the Issuer are 
deposited.  Amounts on deposit in the Revenue Fund are transferred and used in the manner required by 
the Ordinance. 
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 6.2. Other than moneys in the Revenue Fund that are transferred to the Bond Fund, the 
moneys in the Revenue Fund are reasonably expected not to be used to pay the principal of and interest 
on the Bonds.  There will be no assurance that such moneys will be available to meet debt service if the 
Issuer encounters financial difficulty.  Amounts in the Revenue Fund will be invested without yield 
restriction. 
 
7. Yield. 
 
 7.1. All of the Bonds were offered to members of the public in a bona fide initial offering.  
For purposes of this certificate, the term "public" does not include any bondhouses, brokers, dealers, and 
similar persons or organizations acting in the capacity of underwriters or wholesalers (including the 
Underwriter or members of the Underwriter and selling group or persons that are related to, or controlled 
by, or are acting on behalf of or as agents for the undersigned or members of the selling group).  Each 
maturity of the Bonds was offered to the public at a price which, on the date of such offering, was 
reasonably expected by the Underwriter to be equal to the fair market value of such maturity.  Other than 
the obligations maturing in 2025 and 2026 (the "Retained Maturity or Maturities"), the first price at which 
a substantial amount (i.e., at least 10 percent) of the principal amount of each maturity of the Bonds was 
sold to the public is set forth in the Official Statement. In the case of the Retained Maturities, the 
Underwriter reasonably expected on the offering date to sell a substantial amount (i.e., at least 10 percent) 
of each Retained Maturity at the initial offering price set forth in the Official Statement.  The Official 
Statement is included in the transcript for the Bonds and is incorporated herein by reference. 
 
 7.2. 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. 
 
 7.3. Other than the qualified guarantee referred to in Subsection 7.2 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. 
 
8. Contingency and Retirement Fund. 
 

8.1. The Order creates a Contingency and Retirement Fund into which certain revenues of the 
Issuer are deposited.  Amounts on deposit in the Contingency and Retirement Fund are transferred and 
used in the manner required by the Order. 
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 8.2. Other than moneys in the Contingency and Retirement Fund that are transferred to the 
Bond Fund, the moneys in the Contingency and Retirement Fund are reasonably expected not to be used 
to pay the principal of and interest on the Bonds.  There will be no assurance that such moneys will be 
available to meet debt service if the Issuer encounters financial difficulty.  Amounts in the Contingency 
and Retirement Fund will be invested without yield restriction. 
 
9. Invested Sinking Fund Proceeds, Replacement Proceeds. 
 
 9.1. 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. 
 
 9.2. Other than the Bond Fund and the Reserve Fund, there are, and will be, no other funds or 
accounts established, or to be established, by or on behalf of the Issuer that (a) are reasonably expected to 
be used, or to generate earnings to be used, to pay debt service on the Bonds, or (b) 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. 
 
10. Other Obligations. 
 
 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. 
 
11. 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. 
 
12. Record Retention. 
 
 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 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 PERIOD BEGINNING ON THE ISSUE DATE OF THE 
BONDS AND ENDING THREE YEARS AFTER THE DATE THE BONDS ARE RETIRED.  The 
Issuer acknowledges receipt of the letter attached hereto as Exhibit "B" which, in part, discusses specific 
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guidance by the Service with respect to the retention of records relating to tax-exempt bond transactions.  
The Issuer also acknowledges that letter does not constitute an opinion of Bond Counsel as to the proper 
record retention policy applicable to any specific transaction. 
 
13. 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.  This memorandum does not constitute an opinion of 
Bond Counsel as to the proper federal tax or accounting treatment of any specific transaction. 
 
 THE REMAINDER OF THIS PAGE IS INTENTIONALLY LEFT BLANK 
 
 









1  In this memorandum the word "bond" is defined to include any bond, note,
certificate, financing lease or other obligation of an issuer.

__________________
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January 1, 2006

ARBITRAGE REBATE REGULATIONS©

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 bonds1 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.  This memorandum was prepared by
McCall, Parkhurst & Horton L.L.P. and provides a general discussion of these arbitrage rebate
regulations.  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
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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 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.
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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 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       Receipts (Payments)    FY (7.0000 percent)

01/1/1994 ($49,000,000) ($69,119,339)
02/1/1994      3,000,000      4,207,602
04/1/1994      5,000,000      6,932,715
06/1/1994    14,000,000    19,190,277
09/1/1994    20,000,000    26,947,162
01/1/1995           (1,000)            (1,317)
07/1/1995    10,000,000    12,722,793
01/1/1996           (1,000)            (1,229)

Rebate amount (01/01/1999)       $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



________________________________________________________________________
McCall, Parkhurst & Horton L.L.P. - Page 4

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 annual period ending
on the first anniversary of the delivery date that the issue is outstanding.  In effect, yield on a
variable yield issue is determined on each computation date by "looking back" at the interest
payments for such period.  The regulations, however, permit an issuer of a variable-yield issue
to elect to compute the yield for annual periods ending on any date in order to permit a
matching of such yield to the expenditure of the proceeds.  Any such election must be made
in writing, is irrevocable, and must be made no later than the earlier of (1) the fifth anniversary
date, or (2) the final maturity date.

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.  Such yield on fixed-yield issues generally is recomputed only if (1) the issue is
sold at a substantial premium, 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.  In
such cases, the regulations require the issuer to recompute the yield on such issues by taking
into account the early retirement value of the bonds.  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 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
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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, can not 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 can not 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 bond-financed facility or
payment of debt service on the bonds).  Deposit of gross proceeds to the general fund of the
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
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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
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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, working capital financings are subject to many of the same rules that have existed
since the mid-1970s.  For example, the regulations generally continue the 13-month temporary
period.  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) for the computation
period (which generally corresponds to the issuer's fiscal year).  Also, the regulations continue
to 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.
Another change made by the regulations is that the issuer may not finance the operating
reserve with proceeds of a tax-exempt obligation.

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



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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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.

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 two-year
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 bonds2 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
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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) can not be taken into account as expended.  As such, bonds with
excess gross proceeds generally can not 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. 
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
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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., 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.

FOR BONDS ISSUED AFTER THE EFFECTIVE DATE OF THE TAX REFORM ACT OF 1986
WHICH WERE OUTSTANDING AS OF NOVEMBER 11, 1988, OTHER THAN PRIVATE
ACTIVITY BONDS, SHORT TERM BONDS OR VARIABLE RATE BONDS, A ONE-TIME
ELECTION MAY BE MADE TO EXCLUDE EARNINGS ON "BONA FIDE DEBT SERVICE
FUNDS" WITHOUT REGARD TO THE $100,000, LIMITATION.  THE ELECTION MUST BE
MADE IN WRITING (AND MAINTAINED AS PART OF THE ISSUER'S BOOKS AND
RECORDS) NO LATER THAN THE LATER OF MARCH 21, 1990, OR THE FIRST DATE A
REBATE PAYMENT IS REQUIRED.

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
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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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 October 27, 2010 
 
 
Ms. Rosario Cabello 
Director of Finance 
City of Laredo, Texas 
1110 Houston Street 
Laredo, Texas 78040 
 
 Re: City of Laredo, Texas 
  Waterworks and Sewer System Revenue Bonds, Series 2010 
 
Dear Ms. Cabello: 
 
 As you know, the City of Laredo, Texas (the "Issuer") will issue the captioned bonds in order to 
provide for the acquisition and construction of the project.  As a result of that issuance, the federal income 
tax laws impose certain restrictions on the investment and expenditure of amounts to be used for the 
project or to be deposited to the bond fund and the reserve 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 and the underwriters.  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. 
 
 Generally, the federal tax laws provide that, unless excepted, amounts to be used for the project 
or to be deposited to the bond fund and the reserve 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 sale and investment proceeds to be used for the new money project may be invested for 
up to three years without regard to yield.  (Such amounts, however, may be subject to rebate.)  Thereafter, 
they must be invested at or below the bond yield.  Importantly, expenditure of these proceeds must be 
accounted in your books and records.  Allocations of these expenditures must occur within 18 months of 
the later of the date paid or the date the project is completed.  The foregoing notwithstanding, the 
allocation should not occur later than 60 days after the earlier of (1) of five years after the delivery date of 
the bonds or (2) the date the bonds are retired unless you obtain an opinion of bond counsel. 
 
 Second, the bond fund is made up of amounts which are received annually for the payment of 
current debt service on all the Issuer's outstanding bonds.  Any taxes or revenues deposited to the bond 
fund which are to be used for the payment of current debt service on the captioned bonds, or any other 
outstanding bonds, 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. 
 
 Third, a portion of the bond 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. 
 
 In addition, the reserve fund contains an amount, which although not expended for debt service 
within the current year, is necessary to ensure that amounts will be sufficient to pay debt service in the 
event that taxes or revenues are insufficient during that period.  This amount represents a reserve against 
periodic fluctuations in the receipt of taxes and revenues.  The Internal Revenue Code permits amounts 
which are held in reserve for the payment of debt service, in such instances, to be invested without regard 
to yield restriction if such amounts do not exceed the lesser of (1) 10 percent of the outstanding principal 
amount of all outstanding bonds, (2) maximum annual debt service on all outstanding bonds, or (3) 125 
percent of average annual debt service on all outstanding bonds. 
 
 Accordingly, you should review the current balance in the bond fund and the reserve fund in 
order to determine if such balances exceed 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 
funds.  The amounts in these funds which are subject to yield restriction would only be the amounts 
which are in excess of, in the case of the bond fund, the sum of (1) the current debt service account and 
(2) the "minor portion" account and, in the case of the reserve fund, the amount which is the lesser of the 
three amounts described above.  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. 
 
 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 period beginning on the issue date of the captioned bonds 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. 
 
 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 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 the yield restriction rules as 
applied to amounts deposited to those funds.  Moreover, this letter does not address the rebate 
consequences with respect to the bond fund and the reserve fund.  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: Noel Valdez 
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BOND SUMMARY STATISTICS

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Dated Date 10/15/2010
Delivery Date 11/30/2010
First Coupon 03/01/2011
Last Maturity 03/01/2040

Arbitrage Yield 4.232058%
True Interest Cost (TIC) 4.656587%
Net Interest Cost (NIC) 4.849601%
All-In TIC 4.696649%
Average Coupon 5.152028%

Average Life (years) 18.420
Duration of Issue (years) 11.564

Par Amount 82,175,000.00
Bond Proceeds 87,781,880.44
Total Interest 77,985,928.06
Net Interest 73,408,107.81
Bond Years from Dated Date 1,513,693,888.89
Bond Years from Delivery Date 1,503,422,013.89
Total Debt Service 160,160,928.06
Maximum Annual Debt Service 5,340,387.50
Average Annual Debt Service 5,457,614.77

Underwriter's Fees (per $1000)
  Average Takedown 4.780000
  Management Fee 0.600000
  Other Fee 0.930000

Total Underwriter's Discount 6.310000

Bid Price 105.570819

Par Average Average
Bond Component Value Price Coupon Life

Tax Exempt Serials 29,040,000.00 109.091 4.909% 8.727
TERM 2030 11,450,000.00 106.631 5.250% 17.943
TERM 2035 18,150,000.00 104.922 5.250% 22.482
TERM 2040 A 3,000,000.00 97.296 4.500% 27.478
TERM 2040 B 20,535,000.00 104.309 5.250% 27.481

82,175,000.00 18.420
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BOND SUMMARY STATISTICS

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

All-In Arbitrage
TIC TIC Yield

Par Value 82,175,000.00 82,175,000.00 82,175,000.00
  + Accrued Interest 510,535.94 510,535.94
  + Premium (Discount) 5,096,344.50 5,096,344.50 5,096,344.50
  - Underwriter's Discount -518,524.25 -518,524.25
  - Cost of Issuance Expense -403,630.71
  - Other Amounts

Target Value 86,752,820.25 86,859,725.48 87,781,880.44

Target Date 10/15/2010 11/30/2010 11/30/2010
Yield 4.656587% 4.696649% 4.232058%
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SOURCES AND USES OF FUNDS

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Dated Date 10/15/2010
Delivery Date 11/30/2010

Sources:

Bond Proceeds:
Par Amount 82,175,000.00
Accrued Interest 510,535.94
Net Premium 5,096,344.50

87,781,880.44

Uses:

Project Fund Deposits:
Project Fund 82,903,000.00

Other Fund Deposits:
Debt Service Reserve Fund 3,446,189.54
Accrued Interest 510,535.94

3,956,725.48

Delivery Date Expenses:
Cost of Issuance 403,630.71
Underwriter's Discount 518,524.25

922,154.96

87,781,880.44
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BOND DEBT SERVICE

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Dated Date 10/15/2010
Delivery Date 11/30/2010

Period
Ending Principal Coupon Interest Debt Service

09/30/2011 1,770,000 2.000% 3,567,396.81 5,337,396.81
09/30/2012 1,310,000 3.000% 4,029,237.50 5,339,237.50
09/30/2013 1,350,000 3.000% 3,989,337.50 5,339,337.50
09/30/2014 1,395,000 4.000% 3,941,187.50 5,336,187.50
09/30/2015 1,455,000 4.000% 3,884,187.50 5,339,187.50
09/30/2016 1,520,000 5.000% 3,817,087.50 5,337,087.50
09/30/2017 1,600,000 5.000% 3,739,087.50 5,339,087.50
09/30/2018 1,680,000 5.000% 3,657,087.50 5,337,087.50
09/30/2019 1,765,000 5.000% 3,570,962.50 5,335,962.50
09/30/2020 1,860,000 5.000% 3,480,337.50 5,340,337.50
09/30/2021 1,955,000 5.000% 3,384,962.50 5,339,962.50
09/30/2022 2,055,000 5.000% 3,284,712.50 5,339,712.50
09/30/2023 2,160,000 5.000% 3,179,337.50 5,339,337.50
09/30/2024 2,270,000 5.000% 3,068,587.50 5,338,587.50
09/30/2025 2,385,000 5.000% 2,952,212.50 5,337,212.50
09/30/2026 2,510,000 5.000% 2,829,837.50 5,339,837.50
09/30/2027 2,640,000 5.250% 2,697,787.50 5,337,787.50
09/30/2028 2,785,000 5.250% 2,555,381.25 5,340,381.25
09/30/2029 2,935,000 5.250% 2,405,231.25 5,340,231.25
09/30/2030 3,090,000 5.250% 2,247,075.00 5,337,075.00
09/30/2031 3,260,000 5.250% 2,080,387.50 5,340,387.50
09/30/2032 3,435,000 5.250% 1,904,643.75 5,339,643.75
09/30/2033 3,620,000 5.250% 1,719,450.00 5,339,450.00
09/30/2034 3,815,000 5.250% 1,524,281.25 5,339,281.25
09/30/2035 4,020,000 5.250% 1,318,612.50 5,338,612.50
09/30/2036 4,235,000 ** 1,103,943.75 5,338,943.75
09/30/2037 4,460,000 ** 879,862.50 5,339,862.50
09/30/2038 4,695,000 ** 643,931.25 5,338,931.25
09/30/2039 4,940,000 ** 395,625.00 5,335,625.00
09/30/2040 5,205,000 ** 134,156.25 5,339,156.25

82,175,000 77,985,928.06 160,160,928.06
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BOND DEBT SERVICE

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Dated Date 10/15/2010
Delivery Date 11/30/2010

Period Annual
Ending Principal Coupon Interest Debt Service Debt Service

03/01/2011 1,770,000 2.000% 1,542,953.06 3,312,953.06
09/01/2011 2,024,443.75 2,024,443.75
09/30/2011 5,337,396.81
03/01/2012 1,310,000 3.000% 2,024,443.75 3,334,443.75
09/01/2012 2,004,793.75 2,004,793.75
09/30/2012 5,339,237.50
03/01/2013 1,350,000 3.000% 2,004,793.75 3,354,793.75
09/01/2013 1,984,543.75 1,984,543.75
09/30/2013 5,339,337.50
03/01/2014 1,395,000 4.000% 1,984,543.75 3,379,543.75
09/01/2014 1,956,643.75 1,956,643.75
09/30/2014 5,336,187.50
03/01/2015 1,455,000 4.000% 1,956,643.75 3,411,643.75
09/01/2015 1,927,543.75 1,927,543.75
09/30/2015 5,339,187.50
03/01/2016 1,520,000 5.000% 1,927,543.75 3,447,543.75
09/01/2016 1,889,543.75 1,889,543.75
09/30/2016 5,337,087.50
03/01/2017 1,600,000 5.000% 1,889,543.75 3,489,543.75
09/01/2017 1,849,543.75 1,849,543.75
09/30/2017 5,339,087.50
03/01/2018 1,680,000 5.000% 1,849,543.75 3,529,543.75
09/01/2018 1,807,543.75 1,807,543.75
09/30/2018 5,337,087.50
03/01/2019 1,765,000 5.000% 1,807,543.75 3,572,543.75
09/01/2019 1,763,418.75 1,763,418.75
09/30/2019 5,335,962.50
03/01/2020 1,860,000 5.000% 1,763,418.75 3,623,418.75
09/01/2020 1,716,918.75 1,716,918.75
09/30/2020 5,340,337.50
03/01/2021 1,955,000 5.000% 1,716,918.75 3,671,918.75
09/01/2021 1,668,043.75 1,668,043.75
09/30/2021 5,339,962.50
03/01/2022 2,055,000 5.000% 1,668,043.75 3,723,043.75
09/01/2022 1,616,668.75 1,616,668.75
09/30/2022 5,339,712.50
03/01/2023 2,160,000 5.000% 1,616,668.75 3,776,668.75
09/01/2023 1,562,668.75 1,562,668.75
09/30/2023 5,339,337.50
03/01/2024 2,270,000 5.000% 1,562,668.75 3,832,668.75
09/01/2024 1,505,918.75 1,505,918.75
09/30/2024 5,338,587.50
03/01/2025 2,385,000 5.000% 1,505,918.75 3,890,918.75
09/01/2025 1,446,293.75 1,446,293.75
09/30/2025 5,337,212.50
03/01/2026 2,510,000 5.000% 1,446,293.75 3,956,293.75
09/01/2026 1,383,543.75 1,383,543.75
09/30/2026 5,339,837.50
03/01/2027 2,640,000 5.250% 1,383,543.75 4,023,543.75
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BOND DEBT SERVICE

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Period Annual
Ending Principal Coupon Interest Debt Service Debt Service

09/01/2027 1,314,243.75 1,314,243.75
09/30/2027 5,337,787.50
03/01/2028 2,785,000 5.250% 1,314,243.75 4,099,243.75
09/01/2028 1,241,137.50 1,241,137.50
09/30/2028 5,340,381.25
03/01/2029 2,935,000 5.250% 1,241,137.50 4,176,137.50
09/01/2029 1,164,093.75 1,164,093.75
09/30/2029 5,340,231.25
03/01/2030 3,090,000 5.250% 1,164,093.75 4,254,093.75
09/01/2030 1,082,981.25 1,082,981.25
09/30/2030 5,337,075.00
03/01/2031 3,260,000 5.250% 1,082,981.25 4,342,981.25
09/01/2031 997,406.25 997,406.25
09/30/2031 5,340,387.50
03/01/2032 3,435,000 5.250% 997,406.25 4,432,406.25
09/01/2032 907,237.50 907,237.50
09/30/2032 5,339,643.75
03/01/2033 3,620,000 5.250% 907,237.50 4,527,237.50
09/01/2033 812,212.50 812,212.50
09/30/2033 5,339,450.00
03/01/2034 3,815,000 5.250% 812,212.50 4,627,212.50
09/01/2034 712,068.75 712,068.75
09/30/2034 5,339,281.25
03/01/2035 4,020,000 5.250% 712,068.75 4,732,068.75
09/01/2035 606,543.75 606,543.75
09/30/2035 5,338,612.50
03/01/2036 4,235,000 ** 606,543.75 4,841,543.75
09/01/2036 497,400.00 497,400.00
09/30/2036 5,338,943.75
03/01/2037 4,460,000 ** 497,400.00 4,957,400.00
09/01/2037 382,462.50 382,462.50
09/30/2037 5,339,862.50
03/01/2038 4,695,000 ** 382,462.50 5,077,462.50
09/01/2038 261,468.75 261,468.75
09/30/2038 5,338,931.25
03/01/2039 4,940,000 ** 261,468.75 5,201,468.75
09/01/2039 134,156.25 134,156.25
09/30/2039 5,335,625.00
03/01/2040 5,205,000 ** 134,156.25 5,339,156.25
09/30/2040 5,339,156.25

82,175,000 77,985,928.06 160,160,928.06 160,160,928.06
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BOND PRICING

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Maturity Yield to Call Call Premium
Bond Component Date # Bonds Amount Rate Yield Price Maturity Date Price (-Discount)

Tax Exempt Serials:
03/01/2011 354 1,770,000 2.000% 0.350% 100.416 7,363.20
03/01/2012 262 1,310,000 3.000% 0.900% 102.609 34,177.90
03/01/2013 270 1,350,000 3.000% 1.200% 103.987 53,824.50
03/01/2014 279 1,395,000 4.000% 1.530% 107.806 108,893.70
03/01/2015 291 1,455,000 4.000% 1.810% 108.923 129,829.65
03/01/2016 304 1,520,000 5.000% 2.180% 113.921 211,599.20
03/01/2017 320 1,600,000 5.000% 2.500% 114.384 230,144.00
03/01/2018 336 1,680,000 5.000% 2.800% 114.345 240,996.00
03/01/2019 353 1,765,000 5.000% 3.080% 113.893 245,211.45
03/01/2020 372 1,860,000 5.000% 3.290% 113.540 251,844.00
03/01/2021 391 1,955,000 5.000% 3.590% 111.012 C 3.699% 03/01/2020 100.000 215,284.60
03/01/2022 411 2,055,000 5.000% 3.720% 109.937 C 3.900% 03/01/2020 100.000 204,205.35
03/01/2023 432 2,160,000 5.000% 3.860% 108.793 C 4.080% 03/01/2020 100.000 189,928.80
03/01/2024 454 2,270,000 5.000% 3.940% 108.146 C 4.192% 03/01/2020 100.000 184,914.20
03/01/2025 477 2,385,000 5.000% 4.070% 107.104 C 4.326% 03/01/2020 100.000 169,430.40
03/01/2026 502 2,510,000 5.000% 4.150% 106.469 C 4.412% 03/01/2020 100.000 162,371.90

5,808 29,040,000 2,640,018.85

TERM 2030:
03/01/2027 528 2,640,000 5.250% 4.370% 106.631 C 4.663% 03/01/2020 100.000 175,058.40
03/01/2028 557 2,785,000 5.250% 4.370% 106.631 C 4.685% 03/01/2020 100.000 184,673.35
03/01/2029 587 2,935,000 5.250% 4.370% 106.631 C 4.704% 03/01/2020 100.000 194,619.85
03/01/2030 618 3,090,000 5.250% 4.370% 106.631 C 4.721% 03/01/2020 100.000 204,897.90

2,290 11,450,000 759,249.50

TERM 2035:
03/01/2031 652 3,260,000 5.250% 4.590% 104.922 C 4.900% 03/01/2020 100.000 160,457.20
03/01/2032 687 3,435,000 5.250% 4.590% 104.922 C 4.900% 03/01/2020 100.000 169,070.70
03/01/2033 724 3,620,000 5.250% 4.590% 104.922 C 4.900% 03/01/2020 100.000 178,176.40
03/01/2034 763 3,815,000 5.250% 4.590% 104.922 C 4.900% 03/01/2020 100.000 187,774.30
03/01/2035 804 4,020,000 5.250% 4.590% 104.922 C 4.900% 03/01/2020 100.000 197,864.40

3,630 18,150,000 893,343.00

TERM 2040 A:
03/01/2036 108 540,000 4.500% 4.670% 97.296 -14,601.60
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BOND PRICING

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Maturity Yield to Call Call Premium
Bond Component Date # Bonds Amount Rate Yield Price Maturity Date Price (-Discount)

TERM 2040 A:
03/01/2037 114 570,000 4.500% 4.670% 97.296 -15,412.80
03/01/2038 120 600,000 4.500% 4.670% 97.296 -16,224.00
03/01/2039 126 630,000 4.500% 4.670% 97.296 -17,035.20
03/01/2040 132 660,000 4.500% 4.670% 97.296 -17,846.40

600 3,000,000 -81,120.00

TERM 2040 B:
03/01/2036 739 3,695,000 5.250% 4.670% 104.309 C 4.969% 03/01/2020 100.000 159,217.55
03/01/2037 778 3,890,000 5.250% 4.670% 104.309 C 4.969% 03/01/2020 100.000 167,620.10
03/01/2038 819 4,095,000 5.250% 4.670% 104.309 C 4.969% 03/01/2020 100.000 176,453.55
03/01/2039 862 4,310,000 5.250% 4.670% 104.309 C 4.969% 03/01/2020 100.000 185,717.90
03/01/2040 909 4,545,000 5.250% 4.670% 104.309 C 4.969% 03/01/2020 100.000 195,844.05

4,107 20,535,000 884,853.15

16,435 82,175,000 5,096,344.50
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BOND PRICING

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Takedown

0.500
2.500
3.750
3.750
3.750
3.750
5.000
5.000
5.000
5.000
5.000
5.000
5.000
5.000
5.000
5.000
5.000
5.000
5.000
5.000
5.000
5.000
5.000
5.000
5.000
5.000
5.000
5.000
5.000
5.000
5.000
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BOND PRICING

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Takedown

5.000
5.000
5.000
5.000
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BOND PRICING

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Dated Date 10/15/2010
Delivery Date 11/30/2010
First Coupon 03/01/2011

Par Amount 82,175,000.00
Premium 5,096,344.50

Production 87,271,344.50 106.201819%
Underwriter's Discount -518,524.25 -0.631000%

Purchase Price 86,752,820.25 105.570819%
Accrued Interest 510,535.94

Net Proceeds 87,263,356.19
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AVERAGE TAKEDOWN

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Dated Date 10/15/2010
Delivery Date 11/30/2010

Maturity Base Takedown Takedown
Bond Component Date Amount $/Bond Amount

Tax Exempt Serials:
03/01/2011 1,770,000 0.5000 885.00
03/01/2012 1,310,000 2.5000 3,275.00
03/01/2013 1,350,000 3.7500 5,062.50
03/01/2014 1,395,000 3.7500 5,231.25
03/01/2015 1,455,000 3.7500 5,456.25
03/01/2016 1,520,000 3.7500 5,700.00
03/01/2017 1,600,000 5.0000 8,000.00
03/01/2018 1,680,000 5.0000 8,400.00
03/01/2019 1,765,000 5.0000 8,825.00
03/01/2020 1,860,000 5.0000 9,300.00
03/01/2021 1,955,000 5.0000 9,775.00
03/01/2022 2,055,000 5.0000 10,275.00
03/01/2023 2,160,000 5.0000 10,800.00
03/01/2024 2,270,000 5.0000 11,350.00
03/01/2025 2,385,000 5.0000 11,925.00
03/01/2026 2,510,000 5.0000 12,550.00

29,040,000 4.3667 126,810.00

TERM 2030:
03/01/2027 2,640,000 5.0000 13,200.00
03/01/2028 2,785,000 5.0000 13,925.00
03/01/2029 2,935,000 5.0000 14,675.00
03/01/2030 3,090,000 5.0000 15,450.00

11,450,000 5.0000 57,250.00

TERM 2035:
03/01/2031 3,260,000 5.0000 16,300.00
03/01/2032 3,435,000 5.0000 17,175.00
03/01/2033 3,620,000 5.0000 18,100.00
03/01/2034 3,815,000 5.0000 19,075.00
03/01/2035 4,020,000 5.0000 20,100.00

18,150,000 5.0000 90,750.00

TERM 2040 A:
03/01/2036 540,000 5.0000 2,700.00
03/01/2037 570,000 5.0000 2,850.00
03/01/2038 600,000 5.0000 3,000.00
03/01/2039 630,000 5.0000 3,150.00
03/01/2040 660,000 5.0000 3,300.00

3,000,000 5.0000 15,000.00

TERM 2040 B:
03/01/2036 3,695,000 5.0000 18,475.00
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AVERAGE TAKEDOWN

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Maturity Base Takedown Takedown
Bond Component Date Amount $/Bond Amount

TERM 2040 B:
03/01/2037 3,890,000 5.0000 19,450.00
03/01/2038 4,095,000 5.0000 20,475.00
03/01/2039 4,310,000 5.0000 21,550.00
03/01/2040 4,545,000 5.0000 22,725.00

20,535,000 5.0000 102,675.00

82,175,000 4.7762 392,485.00

Rounded Takedown

$/Bond 4.78
Total amount 392,796.50
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UNDERWRITER'S DISCOUNT

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Underwriter's Discount $/1000 Amount

Average Takedown 4.78 392,796.50
Management Fee 0.60 49,305.00
Expenses 0.23 18,900.25
Underwriters Counsel 0.70 57,522.50

6.31 518,524.25
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BOND SOLUTION

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Period Proposed Proposed Total Adj
Ending Principal Debt Service Debt Service

09/30/2011 1,770,000 5,337,397 5,337,397
09/30/2012 1,310,000 5,339,238 5,339,238
09/30/2013 1,350,000 5,339,338 5,339,338
09/30/2014 1,395,000 5,336,188 5,336,188
09/30/2015 1,455,000 5,339,188 5,339,188
09/30/2016 1,520,000 5,337,088 5,337,088
09/30/2017 1,600,000 5,339,088 5,339,088
09/30/2018 1,680,000 5,337,088 5,337,088
09/30/2019 1,765,000 5,335,963 5,335,963
09/30/2020 1,860,000 5,340,338 5,340,338
09/30/2021 1,955,000 5,339,963 5,339,963
09/30/2022 2,055,000 5,339,713 5,339,713
09/30/2023 2,160,000 5,339,338 5,339,338
09/30/2024 2,270,000 5,338,588 5,338,588
09/30/2025 2,385,000 5,337,213 5,337,213
09/30/2026 2,510,000 5,339,838 5,339,838
09/30/2027 2,640,000 5,337,788 5,337,788
09/30/2028 2,785,000 5,340,381 5,340,381
09/30/2029 2,935,000 5,340,231 5,340,231
09/30/2030 3,090,000 5,337,075 5,337,075
09/30/2031 3,260,000 5,340,388 5,340,388
09/30/2032 3,435,000 5,339,644 5,339,644
09/30/2033 3,620,000 5,339,450 5,339,450
09/30/2034 3,815,000 5,339,281 5,339,281
09/30/2035 4,020,000 5,338,613 5,338,613
09/30/2036 4,235,000 5,338,944 5,338,944
09/30/2037 4,460,000 5,339,863 5,339,863
09/30/2038 4,695,000 5,338,931 5,338,931
09/30/2039 4,940,000 5,335,625 5,335,625
09/30/2040 5,205,000 5,339,156 5,339,156

82,175,000 160,160,928 160,160,928
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NET DEBT SERVICE

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Period Total General Debt Service Net
Ending Debt Service Fund Reserve Fund Debt Service

09/30/2011 5,337,396.81 510,535.94 4,826,860.87
09/30/2012 5,339,237.50 5,339,237.50
09/30/2013 5,339,337.50 5,339,337.50
09/30/2014 5,336,187.50 5,336,187.50
09/30/2015 5,339,187.50 5,339,187.50
09/30/2016 5,337,087.50 5,337,087.50
09/30/2017 5,339,087.50 5,339,087.50
09/30/2018 5,337,087.50 5,337,087.50
09/30/2019 5,335,962.50 5,335,962.50
09/30/2020 5,340,337.50 5,340,337.50
09/30/2021 5,339,962.50 5,339,962.50
09/30/2022 5,339,712.50 5,339,712.50
09/30/2023 5,339,337.50 5,339,337.50
09/30/2024 5,338,587.50 5,338,587.50
09/30/2025 5,337,212.50 5,337,212.50
09/30/2026 5,339,837.50 5,339,837.50
09/30/2027 5,337,787.50 5,337,787.50
09/30/2028 5,340,381.25 5,340,381.25
09/30/2029 5,340,231.25 5,340,231.25
09/30/2030 5,337,075.00 5,337,075.00
09/30/2031 5,340,387.50 5,340,387.50
09/30/2032 5,339,643.75 5,339,643.75
09/30/2033 5,339,450.00 5,339,450.00
09/30/2034 5,339,281.25 5,339,281.25
09/30/2035 5,338,612.50 5,338,612.50
09/30/2036 5,338,943.75 5,338,943.75
09/30/2037 5,339,862.50 5,339,862.50
09/30/2038 5,338,931.25 5,338,931.25
09/30/2039 5,335,625.00 5,335,625.00
09/30/2040 5,339,156.25 3,446,189.54 1,892,966.71

160,160,928.06 510,535.94 3,446,189.54 156,204,202.58
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DETAILED BOND DEBT SERVICE

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Dated Date 10/15/2010
Delivery Date 11/30/2010

Tax Exempt Serials (SERIALS)

Period
Ending Principal Coupon Interest Debt Service

09/30/2011 1,770,000 2.000% 1,138,508.89 2,908,508.89
09/30/2012 1,310,000 3.000% 1,262,150.00 2,572,150.00
09/30/2013 1,350,000 3.000% 1,222,250.00 2,572,250.00
09/30/2014 1,395,000 4.000% 1,174,100.00 2,569,100.00
09/30/2015 1,455,000 4.000% 1,117,100.00 2,572,100.00
09/30/2016 1,520,000 5.000% 1,050,000.00 2,570,000.00
09/30/2017 1,600,000 5.000% 972,000.00 2,572,000.00
09/30/2018 1,680,000 5.000% 890,000.00 2,570,000.00
09/30/2019 1,765,000 5.000% 803,875.00 2,568,875.00
09/30/2020 1,860,000 5.000% 713,250.00 2,573,250.00
09/30/2021 1,955,000 5.000% 617,875.00 2,572,875.00
09/30/2022 2,055,000 5.000% 517,625.00 2,572,625.00
09/30/2023 2,160,000 5.000% 412,250.00 2,572,250.00
09/30/2024 2,270,000 5.000% 301,500.00 2,571,500.00
09/30/2025 2,385,000 5.000% 185,125.00 2,570,125.00
09/30/2026 2,510,000 5.000% 62,750.00 2,572,750.00

29,040,000 12,440,358.89 41,480,358.89
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DETAILED BOND DEBT SERVICE

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Dated Date 10/15/2010
Delivery Date 11/30/2010

TERM 2030 (TERM2030)

Period
Ending Principal Coupon Interest Debt Service

09/30/2011 527,654.17 527,654.17
09/30/2012 601,125.00 601,125.00
09/30/2013 601,125.00 601,125.00
09/30/2014 601,125.00 601,125.00
09/30/2015 601,125.00 601,125.00
09/30/2016 601,125.00 601,125.00
09/30/2017 601,125.00 601,125.00
09/30/2018 601,125.00 601,125.00
09/30/2019 601,125.00 601,125.00
09/30/2020 601,125.00 601,125.00
09/30/2021 601,125.00 601,125.00
09/30/2022 601,125.00 601,125.00
09/30/2023 601,125.00 601,125.00
09/30/2024 601,125.00 601,125.00
09/30/2025 601,125.00 601,125.00
09/30/2026 601,125.00 601,125.00
09/30/2027 2,640,000 5.250% 531,825.00 3,171,825.00
09/30/2028 2,785,000 5.250% 389,418.75 3,174,418.75
09/30/2029 2,935,000 5.250% 239,268.75 3,174,268.75
09/30/2030 3,090,000 5.250% 81,112.50 3,171,112.50

11,450,000 10,786,154.17 22,236,154.17
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DETAILED BOND DEBT SERVICE

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Dated Date 10/15/2010
Delivery Date 11/30/2010

TERM 2035 (TERM2035)

Period
Ending Principal Coupon Interest Debt Service

09/30/2011 836,412.50 836,412.50
09/30/2012 952,875.00 952,875.00
09/30/2013 952,875.00 952,875.00
09/30/2014 952,875.00 952,875.00
09/30/2015 952,875.00 952,875.00
09/30/2016 952,875.00 952,875.00
09/30/2017 952,875.00 952,875.00
09/30/2018 952,875.00 952,875.00
09/30/2019 952,875.00 952,875.00
09/30/2020 952,875.00 952,875.00
09/30/2021 952,875.00 952,875.00
09/30/2022 952,875.00 952,875.00
09/30/2023 952,875.00 952,875.00
09/30/2024 952,875.00 952,875.00
09/30/2025 952,875.00 952,875.00
09/30/2026 952,875.00 952,875.00
09/30/2027 952,875.00 952,875.00
09/30/2028 952,875.00 952,875.00
09/30/2029 952,875.00 952,875.00
09/30/2030 952,875.00 952,875.00
09/30/2031 3,260,000 5.250% 867,300.00 4,127,300.00
09/30/2032 3,435,000 5.250% 691,556.25 4,126,556.25
09/30/2033 3,620,000 5.250% 506,362.50 4,126,362.50
09/30/2034 3,815,000 5.250% 311,193.75 4,126,193.75
09/30/2035 4,020,000 5.250% 105,525.00 4,125,525.00

18,150,000 21,422,975.00 39,572,975.00
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DETAILED BOND DEBT SERVICE

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Dated Date 10/15/2010
Delivery Date 11/30/2010

TERM 2040 A (TERM40A)

Period Debt
Ending Principal Coupon Interest Service

09/30/2011 118,500 118,500
09/30/2012 135,000 135,000
09/30/2013 135,000 135,000
09/30/2014 135,000 135,000
09/30/2015 135,000 135,000
09/30/2016 135,000 135,000
09/30/2017 135,000 135,000
09/30/2018 135,000 135,000
09/30/2019 135,000 135,000
09/30/2020 135,000 135,000
09/30/2021 135,000 135,000
09/30/2022 135,000 135,000
09/30/2023 135,000 135,000
09/30/2024 135,000 135,000
09/30/2025 135,000 135,000
09/30/2026 135,000 135,000
09/30/2027 135,000 135,000
09/30/2028 135,000 135,000
09/30/2029 135,000 135,000
09/30/2030 135,000 135,000
09/30/2031 135,000 135,000
09/30/2032 135,000 135,000
09/30/2033 135,000 135,000
09/30/2034 135,000 135,000
09/30/2035 135,000 135,000
09/30/2036 540,000 4.500% 122,850 662,850
09/30/2037 570,000 4.500% 97,875 667,875
09/30/2038 600,000 4.500% 71,550 671,550
09/30/2039 630,000 4.500% 43,875 673,875
09/30/2040 660,000 4.500% 14,850 674,850

3,000,000 3,709,500 6,709,500
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DETAILED BOND DEBT SERVICE

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Dated Date 10/15/2010
Delivery Date 11/30/2010

TERM 2040 B (TERM40B)

Period
Ending Principal Coupon Interest Debt Service

09/30/2011 946,321.25 946,321.25
09/30/2012 1,078,087.50 1,078,087.50
09/30/2013 1,078,087.50 1,078,087.50
09/30/2014 1,078,087.50 1,078,087.50
09/30/2015 1,078,087.50 1,078,087.50
09/30/2016 1,078,087.50 1,078,087.50
09/30/2017 1,078,087.50 1,078,087.50
09/30/2018 1,078,087.50 1,078,087.50
09/30/2019 1,078,087.50 1,078,087.50
09/30/2020 1,078,087.50 1,078,087.50
09/30/2021 1,078,087.50 1,078,087.50
09/30/2022 1,078,087.50 1,078,087.50
09/30/2023 1,078,087.50 1,078,087.50
09/30/2024 1,078,087.50 1,078,087.50
09/30/2025 1,078,087.50 1,078,087.50
09/30/2026 1,078,087.50 1,078,087.50
09/30/2027 1,078,087.50 1,078,087.50
09/30/2028 1,078,087.50 1,078,087.50
09/30/2029 1,078,087.50 1,078,087.50
09/30/2030 1,078,087.50 1,078,087.50
09/30/2031 1,078,087.50 1,078,087.50
09/30/2032 1,078,087.50 1,078,087.50
09/30/2033 1,078,087.50 1,078,087.50
09/30/2034 1,078,087.50 1,078,087.50
09/30/2035 1,078,087.50 1,078,087.50
09/30/2036 3,695,000 5.250% 981,093.75 4,676,093.75
09/30/2037 3,890,000 5.250% 781,987.50 4,671,987.50
09/30/2038 4,095,000 5.250% 572,381.25 4,667,381.25
09/30/2039 4,310,000 5.250% 351,750.00 4,661,750.00
09/30/2040 4,545,000 5.250% 119,306.25 4,664,306.25

20,535,000 29,626,940.00 50,161,940.00
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PROOF OF ARBITRAGE YIELD

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Present Value
to 11/30/2010

Date Debt Service @  4.2320584%

03/01/2011 3,312,953.06 3,278,066.81
09/01/2011 2,024,443.75 1,961,617.44
03/01/2012 3,334,443.75 3,164,011.67
09/01/2012 2,004,793.75 1,862,903.94
03/01/2013 3,354,793.75 3,052,760.04
09/01/2013 1,984,543.75 1,768,453.32
03/01/2014 3,379,543.75 2,949,151.47
09/01/2014 1,956,643.75 1,672,079.21
03/01/2015 3,411,643.75 2,855,057.39
09/01/2015 1,927,543.75 1,579,652.26
03/01/2016 3,447,543.75 2,766,770.37
09/01/2016 1,889,543.75 1,484,999.69
03/01/2017 3,489,543.75 2,685,617.39
09/01/2017 1,849,543.75 1,393,946.74
03/01/2018 3,529,543.75 2,604,990.98
09/01/2018 1,807,543.75 1,306,419.20
03/01/2019 3,572,543.75 2,528,583.92
09/01/2019 1,763,418.75 1,222,253.68
03/01/2020 67,093,418.75 45,539,881.96
09/01/2020 67,500.00 44,866.46
03/01/2021 67,500.00 43,936.75
09/01/2021 67,500.00 43,026.30
03/01/2022 67,500.00 42,134.72
09/01/2022 67,500.00 41,261.61
03/01/2023 67,500.00 40,406.59
09/01/2023 67,500.00 39,569.30
03/01/2024 67,500.00 38,749.35
09/01/2024 67,500.00 37,946.39
03/01/2025 67,500.00 37,160.07
09/01/2025 67,500.00 36,390.05
03/01/2026 67,500.00 35,635.98
09/01/2026 67,500.00 34,897.54
03/01/2027 67,500.00 34,174.40
09/01/2027 67,500.00 33,466.24
03/01/2028 67,500.00 32,772.76
09/01/2028 67,500.00 32,093.65
03/01/2029 67,500.00 31,428.61
09/01/2029 67,500.00 30,777.35
03/01/2030 67,500.00 30,139.59
09/01/2030 67,500.00 29,515.05
03/01/2031 67,500.00 28,903.44
09/01/2031 67,500.00 28,304.51
03/01/2032 67,500.00 27,717.99
09/01/2032 67,500.00 27,143.62
03/01/2033 67,500.00 26,581.16
09/01/2033 67,500.00 26,030.35
03/01/2034 67,500.00 25,490.95
09/01/2034 67,500.00 24,962.73
03/01/2035 67,500.00 24,445.46
09/01/2035 67,500.00 23,938.90
03/01/2036 607,500.00 210,985.62
09/01/2036 55,350.00 18,824.80
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PROOF OF ARBITRAGE YIELD

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Present Value
to 11/30/2010

Date Debt Service @  4.2320584%

03/01/2037 625,350.00 208,277.28
09/01/2037 42,525.00 13,869.77
03/01/2038 642,525.00 205,220.59
09/01/2038 29,025.00 9,078.40
03/01/2039 659,025.00 201,857.53
09/01/2039 14,850.00 4,454.26
03/01/2040 674,850.00 198,226.85

120,577,490.56 87,781,880.44

Proceeds Summary

Delivery date 11/30/2010
Par Value 82,175,000.00
Accrued interest 510,535.94
Premium (Discount) 5,096,344.50

Target for yield calculation 87,781,880.44
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PROOF OF ARBITRAGE YIELD

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Assumed Call/Computation Dates for Premium Bonds

Net Present
Value (NPV)

Bond Maturity Call Call to 11/30/2010
Component Date Rate Yield Date Price @  4.2320584%

SERIALS 03/01/2021 5.000% 3.590% 03/01/2020 100.000 -101,324.21
SERIALS 03/01/2022 5.000% 3.720% 03/01/2020 100.000 -84,415.79
SERIALS 03/01/2023 5.000% 3.860% 03/01/2020 100.000 -64,018.60
SERIALS 03/01/2024 5.000% 3.940% 03/01/2020 100.000 -52,591.91
SERIALS 03/01/2025 5.000% 4.070% 03/01/2020 100.000 -30,404.56
SERIALS 03/01/2026 5.000% 4.150% 03/01/2020 100.000 -16,059.59
TERM2030 03/01/2027 5.250% 4.370% 03/01/2020 100.000 28,930.91
TERM2030 03/01/2028 5.250% 4.370% 03/01/2020 100.000 30,519.92
TERM2030 03/01/2029 5.250% 4.370% 03/01/2020 100.000 32,163.72
TERM2030 03/01/2030 5.250% 4.370% 03/01/2020 100.000 33,862.32
TERM2035 03/01/2031 5.250% 4.590% 03/01/2020 100.000 91,438.69
TERM2035 03/01/2032 5.250% 4.590% 03/01/2020 100.000 96,347.21
TERM2035 03/01/2033 5.250% 4.590% 03/01/2020 100.000 101,536.22
TERM2035 03/01/2034 5.250% 4.590% 03/01/2020 100.000 107,005.71
TERM2035 03/01/2035 5.250% 4.590% 03/01/2020 100.000 112,755.69
TERM40B 03/01/2036 5.250% 4.670% 03/01/2020 100.000 126,290.22
TERM40B 03/01/2037 5.250% 4.670% 03/01/2020 100.000 132,955.06
TERM40B 03/01/2038 5.250% 4.670% 03/01/2020 100.000 139,961.69
TERM40B 03/01/2039 5.250% 4.670% 03/01/2020 100.000 147,310.11
TERM40B 03/01/2040 5.250% 4.670% 03/01/2020 100.000 155,342.10

Rejected Call/Computation Dates for Premium Bonds

Net Present
Value (NPV)

Bond Maturity Call Call to 11/30/2010 Increase
Component Date Rate Yield Date Price @  4.2320584% to NPV

SERIALS 03/01/2021 5.000% 3.590% -91,448.47 9,875.74
SERIALS 03/01/2022 5.000% 3.720% -64,079.76 20,336.03
SERIALS 03/01/2023 5.000% 3.860% -32,608.88 31,409.72
SERIALS 03/01/2024 5.000% 3.940% -9,469.49 43,122.42
SERIALS 03/01/2025 5.000% 4.070% 25,092.15 55,496.71
SERIALS 03/01/2026 5.000% 4.150% 52,629.64 68,689.23
TERM2030 03/01/2027 5.250% 4.370% 138,447.14 109,516.23
TERM2030 03/01/2028 5.250% 4.370% 159,961.28 129,441.36
TERM2030 03/01/2029 5.250% 4.370% 182,634.77 150,471.05
TERM2030 03/01/2030 5.250% 4.370% 206,473.25 172,610.93
TERM2035 03/01/2031 5.250% 4.590% 287,906.11 196,467.42
TERM2035 03/01/2032 5.250% 4.590% 317,871.55 221,524.34
TERM2035 03/01/2033 5.250% 4.590% 349,655.94 248,119.72
TERM2035 03/01/2034 5.250% 4.590% 383,311.76 276,306.05
TERM2035 03/01/2035 5.250% 4.590% 418,885.74 306,130.05
TERM40B 03/01/2036 5.250% 4.670% 420,872.19 294,581.97
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PROOF OF ARBITRAGE YIELD

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Rejected Call/Computation Dates for Premium Bonds

Net Present
Value (NPV)

Bond Maturity Call Call to 11/30/2010 Increase
Component Date Rate Yield Date Price @  4.2320584% to NPV

TERM40B 03/01/2037 5.250% 4.670% 456,411.21 323,456.15
TERM40B 03/01/2038 5.250% 4.670% 493,918.57 353,956.88
TERM40B 03/01/2039 5.250% 4.670% 533,431.24 386,121.13
TERM40B 03/01/2040 5.250% 4.670% 576,249.79 420,907.69
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FORM 8038 STATISTICS

City of Laredo, Texas [2010 WWSS CIP]
WW & SS Revenue Bonds [Combined], Series 2010 [PRICING]

--FINAL PRICING #s: 10/26/10, 4PM--
--VERIFIED: 10/26/2010, 7PM--

Dated Date 10/15/2010
Delivery Date 11/30/2010

Redemption
Bond Component Date Principal Coupon Price Issue Price at Maturity

Tax Exempt Serials:
03/01/2011 1,770,000.00 2.000% 100.416 1,777,363.20 1,770,000.00
03/01/2012 1,310,000.00 3.000% 102.609 1,344,177.90 1,310,000.00
03/01/2013 1,350,000.00 3.000% 103.987 1,403,824.50 1,350,000.00
03/01/2014 1,395,000.00 4.000% 107.806 1,503,893.70 1,395,000.00
03/01/2015 1,455,000.00 4.000% 108.923 1,584,829.65 1,455,000.00
03/01/2016 1,520,000.00 5.000% 113.921 1,731,599.20 1,520,000.00
03/01/2017 1,600,000.00 5.000% 114.384 1,830,144.00 1,600,000.00
03/01/2018 1,680,000.00 5.000% 114.345 1,920,996.00 1,680,000.00
03/01/2019 1,765,000.00 5.000% 113.893 2,010,211.45 1,765,000.00
03/01/2020 1,860,000.00 5.000% 113.540 2,111,844.00 1,860,000.00
03/01/2021 1,955,000.00 5.000% 111.012 2,170,284.60 1,955,000.00
03/01/2022 2,055,000.00 5.000% 109.937 2,259,205.35 2,055,000.00
03/01/2023 2,160,000.00 5.000% 108.793 2,349,928.80 2,160,000.00
03/01/2024 2,270,000.00 5.000% 108.146 2,454,914.20 2,270,000.00
03/01/2025 2,385,000.00 5.000% 107.104 2,554,430.40 2,385,000.00
03/01/2026 2,510,000.00 5.000% 106.469 2,672,371.90 2,510,000.00

TERM 2030:
03/01/2027 2,640,000.00 5.250% 106.631 2,815,058.40 2,640,000.00
03/01/2028 2,785,000.00 5.250% 106.631 2,969,673.35 2,785,000.00
03/01/2029 2,935,000.00 5.250% 106.631 3,129,619.85 2,935,000.00
03/01/2030 3,090,000.00 5.250% 106.631 3,294,897.90 3,090,000.00

TERM 2035:
03/01/2031 3,260,000.00 5.250% 104.922 3,420,457.20 3,260,000.00
03/01/2032 3,435,000.00 5.250% 104.922 3,604,070.70 3,435,000.00
03/01/2033 3,620,000.00 5.250% 104.922 3,798,176.40 3,620,000.00
03/01/2034 3,815,000.00 5.250% 104.922 4,002,774.30 3,815,000.00
03/01/2035 4,020,000.00 5.250% 104.922 4,217,864.40 4,020,000.00

TERM 2040 A:
03/01/2036 540,000.00 4.500% 97.296 525,398.40 540,000.00
03/01/2037 570,000.00 4.500% 97.296 554,587.20 570,000.00
03/01/2038 600,000.00 4.500% 97.296 583,776.00 600,000.00
03/01/2039 630,000.00 4.500% 97.296 612,964.80 630,000.00
03/01/2040 660,000.00 4.500% 97.296 642,153.60 660,000.00

TERM 2040 B:
03/01/2036 3,695,000.00 5.250% 104.309 3,854,217.55 3,695,000.00
03/01/2037 3,890,000.00 5.250% 104.309 4,057,620.10 3,890,000.00
03/01/2038 4,095,000.00 5.250% 104.309 4,271,453.55 4,095,000.00
03/01/2039 4,310,000.00 5.250% 104.309 4,495,717.90 4,310,000.00
03/01/2040 4,545,000.00 5.250% 104.309 4,740,844.05 4,545,000.00

82,175,000.00 87,271,344.50 82,175,000.00
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Stated Weighted
Maturity Interest Issue Redemption Average

Date Rate Price at Maturity Maturity Yield

Final Maturity 03/01/2040 5.161% 5,382,997.65 5,205,000.00
Entire Issue 87,271,344.50 82,175,000.00 18.1366 4.2321%

Proceeds used for accrued interest 510,535.94
Proceeds used for bond issuance costs (including underwriters' discount) 922,154.96
Proceeds used for credit enhancement 0.00
Proceeds allocated to reasonably required reserve or replacement fund 3,446,189.54











GENERAL CERTIFICATE

THE STATE OF TEXAS §
COUNTY OF WEBB §
CITY OF LAREDO §

We, the undersigned officers of said City, hereby certify as follows:

1. That this certificate is given for the benefit of the Attorney General of the State of
Texas and the purchasers and holders of CITY OF LAREDO, TEXAS WATERWORKS AND
SEWER SYSTEM REVENUE BONDS, SERIES 2010, dated October 15, 2010, in the principal
amount of $82,175,000 (the "Bonds").

2. That said City is a duly incorporated Home Rule City, having more than 5000
inhabitants, operating and existing under the Constitution and laws of the State of Texas and the
duly adopted Home Rule Charter of said City, which Charter has not been changed or amended since
the issuance of the most recent obligations approved by the Attorney General. 

3. That no litigation of any nature has ever been filed pertaining to, affecting, or
contesting: (a) the ordinance which authorized said City's proposed Bonds described in paragraph 1
of this certificate, which have been authorized simultaneously by the City Council; (b) the issuance,
execution, delivery, payment, security or validity of the proposed Bonds, (c) the authority of the City
Council and the officers of said City to issue, execute and deliver said Bonds, (d) the validity of the
corporate existence of said City, or (e) the current tax rolls of said City, and that no litigation is
pending pertaining, affecting, questioning, or contesting the current boundaries of said City.

4. That none of the revenues or income of said City's Waterworks System and Sewer
System have been pledged or encumbered to the payment of any debt or obligation of said City or
said System, except in connection with the aforesaid proposed Bonds and the following outstanding
revenue bonds and the combination tax and revenue certificates of obligation: 

First Lien Revenue Bonds:

Sewer System Revenue Refunding Bonds, Series 2002A, 
now outstanding in the principal amount of $80,000;

Sewer System Revenue Refunding Bonds, Taxable Series 2002B, 
now outstanding in the principal amount of $110,000;

Waterworks and Sewer System Revenue Bonds, Series 2004A, 
now outstanding in the principal amount of $5,900,000;

Waterworks and Sewer System Revenue Bonds, Series 2005, 
now outstanding in the principal amount of $5,280,000;

Waterworks and Sewer System Revenue Bonds, Series 2006, 
now outstanding in the principal amount of $11,790,000; and
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Waterworks and Sewer System Revenue Bonds, Series 2007,
now outstanding in the principal amount of $15,930,000.

Tax and Revenue Certificates of Obligation:

Combination Tax and Sewer System Revenue Certificates of Obligation, Series 2003, 
now outstanding in the principal amount of $2,705,000;

Combination Tax and Waterworks and Sewer System Revenue Certificates of Obligation,
Series 2008B, being authorized concurrently in the principal amount of $44,515,000;

Combination Tax and Waterworks and Sewer System Revenue Certificates of Obligation,
Series 2009C, now outstanding in the principal amount of $12,450,000; and

Combination Tax and Waterworks and Sewer System Revenue Certificates of Obligation,
Taxable Series 2009D (Build America Bonds - Direct Subsidy), now outstanding in the
principal amount of $37,945,000.

Subordinate Lien Revenue Bonds:

Subordinate Waterworks System Revenue Bonds, Series 2002, 
now outstanding in the principal amount of $588,000;

Subordinate Waterworks and Sewer System Revenue Bonds, Series 2008, 
now outstanding in the principal amount of $855,000;

Subordinate Waterworks and Sewer System Revenue Bonds, Series 2008,
now outstanding in the principal amount of $7,210,000.

5. That the City is not in default in connection with any of the covenants, conditions or
obligations contained in the ordinances authorizing the issuance of the outstanding bonds and
certificates of obligation; and that the Bond Fund and Reserve Fund for the First Lien Bonds and
for the Subordinate Bonds and the Interest and Sinking Fund for the Certificates of Obligation,
respectively, created in said ordinances is maintained for the benefit of the outstanding bonds and
certificates of obligation and contains the amounts now required to be on deposit therein.

6. That a true and correct copy of the City's current water and sewer rate charges are
reflected in the schedule attached hereto as Exhibit A. 

7. That attached to this certificate and marked Exhibit B is a true, full and correct
schedule and statement of the aforesaid proposed Bonds and of all presently outstanding tax
indebtedness of said City.
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8. That the following is a true, full and correct schedule of the income and expenses of
the City's Waterworks System and Sewer System for the fiscal years ending September 30, to-wit:

2009 2008 2007

Income $49,245,836 $41,999,253 $43,350,703

Expenses 27,213,637 26,540,499  24,631,473

Net Revenue $22,032,199 $15,458,754 $18,719,230

[The remainder of this page intentionally left blank.]

















SIGNATURE IDENTIFICATION AND NO-LITIGATION CERTIFICATE

We, the undersigned Mayor and City Secretary, respectively, of the City of Laredo Texas
(the "City"), hereby certify as follows:

(a) This certificate is executed and delivered with reference to the $82,175,000 City of
Laredo, Texas Waterworks and Sewer System Revenue Bonds, Series 2010, dated October 15,
2010, authorized by an ordinance passed by the City Council of the City on October 27, 2010 (the
"Bonds").

(b) Each of us signed the Bonds by manually executing or causing facsimiles of our
manual signatures to be printed or lithographed on each of the Bonds, and 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 each of the Bonds.

(c) The Bonds are substantially in the form, and each of them has been duly executed
and signed in the manner, prescribed in the ordinance authorizing the issuance thereof.

(d) 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 and sign the same.

(e) No litigation of any nature has been filed or is now pending or, to our knowledge,
threatened, to restrain or enjoin the issuance or delivery of any of the Bonds, or which would affect
the provision made for their payment or security, or in any manner questioning the proceedings or
authority concerning the issuance of the Bonds, and that so far as we know and believe no such
litigation is threatened.

(f) Neither the corporate existence nor boundaries of the City is being contested; no
litigation has been filed or is now pending or, to our knowledge, threatened, which would affect the
authority of the officers of the City to issue, execute, sign, and deliver any of the Bonds; and no
authority or proceedings for the issuance of any of the Bonds have been repealed, revoked, or
rescinded.

(g) We have caused the official seal of the City to be impressed, or printed, or
lithographed on each of the Bonds; and said seal on each of the Bonds has been duly adopted as, and
is hereby declared to be, the official seal of the City.
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November 27, 2010 
 
To:   All parties on attached distribution list  
 
From: Angela Cantu, Estrada Hinojosa & Company, Inc. 
 
 

C L O S I N G   M E M O R A N D U M 
 

CITY OF LAREDO, TEXAS 
 

$9,545,000 
COMBINATION TAX AND 

REVENU E CERTIFICATES OF 
OBLIGATION, 
SERIES 2010 

$9,345,000 
GENERAL OBLIGATION 

REFUNDING BONDS, 
SERIES 2010 

$82,175,000 
WATERWORKS & SEWER 

SYSTEM REVENUE 
BONDS, SERIES 2010 

 
 Date of Closing: Tuesday, November 30, 2010 
 
 Time of Closing: 10:00 A.M. (CST) 
 
 Location of Closing: McCall Parkhurst & Horton 
 700 North Saint Mary 

 1225 One Riverwalk Place, Suite 1525 
 San Antonio, TX  78205-3503 
 Mr. Noel Valdez 
 Telephone: 210-225-2800 
 Fax: 210-225-2984 
  Email: nvaldez@mphlegal.com 
 
 
A. RECEIPTS 

1. Bond Proceeds 
J.P. Morgan Securities Inc., on behalf of itself; Citigroup Global Markets Inc., First Southwest 
Company, Stifel Nicolaus & Company, Inc., and Wells Fargo Brokerage Services, LLC 
(collectively the “Purchaser”), will pay the City of Laredo, Texas (the “Issuer”) for its 
Combination Tax and Revenue Certificates of Obligation, Series 2010 (the “Certificates”), 
General Obligation Refunding Bonds, Series 2010 (the “Bonds”) and Waterworks and Sewer 
System Revenue Bonds, Series 2010 (the “WW&SS Bonds”) (collectively the “Obligations”) 
the amount of $107,302,887.65, as computed on the following page: 
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On Tuesday, November 30, 2010, the amount of $107,302,887.65, paid by the Purchaser will 
be wire-transferred in same day Federal Funds by 9:00 A.M. (Central Time) to The Bank of 
New York Mellon, N.A., the “Paying Agent” for the Obligations, for disbursements as 
described herein: 
 
Bank: The Bank of New York Mellon, N.A. 
ABA #:                               021 000 018 
Account:                             GLA211 065 
F/F/C: TAS #428493 
FFC: City of Laredo, Texas Certificates of Obligation, Series 2010, 

General Obligation Refunding Bonds, Series 2010 & Waterworks 
& Sewer System Revenue Bonds, Series 2010 

Attn: Michelle Baldwin 
 
2. Issuer Contribution 
 A cash contribution of $14,339.58 paid by the Issuer will be wire-transferred in same day 

Federal Funds by 9:00 A.M. (Central Time) on Monday, November 29, 2010 to the Paying 
Agent at the following account, for further disbursement as described herein: 

 
Bank: The Bank of New York Mellon Trust Company, N.A. 
ABA #: 021 000 018 
Account: GLA211 065 
F/F/C: TAS #428493 
Re: City of Laredo Texas, General Obligation Refunding Bonds, 

Series 2010 
Contact: Michelle Baldwin (214) 468-6254 

 
The following is a summary of the funds received by the Paying Agent: 

 
Paid by the Purchaser $107,302,887.65 
Issuer Cash Contribution      14,339.58 
  Total Receipts $107,317,227.23 

 
 
 
 
 

The Certificates The Bonds The WW & SS Bonds Total
Principal Amount 9,545,000.00$     9,345,000.00$       82,175,000.00$      101,065,000.00$      
Net Premium 650,402.95          522,005.75           5,096,344.50          6,268,753.20            
Accrued Interest 49,393.75           41,482.81             510,535.94            601,412.50              
Less: Underwriters' Discount (59,179.00)          (54,574.80)            (518,524.25)           (632,278.05)             
  Total 10,185,617.70$    9,853,913.76$       87,263,356.19$      107,302,887.65$      
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B. DISBURSEMENTS 
The proceeds available, as described above, will be treated as follows: 
 
1. The Bank of New York Mellon, N.A. Escrow (the “Escrow Agent”) will internally transfer 

$9,693,055.19 into the “Escrow Fund”, as defined in the Escrow Agreement between the 
Issuer and the Escrow Agent, to be applied in accordance with the terms of the Escrow 
Agreement for the defeasance of the “Refunded Obligations” identified in Schedule I 
herein. 

 
Cash Deposit 1,808,085.19$     
SLGS Purchases 7,884,970.00       
  Total 9,693,055.19$      

 
 
2. The Paying Agent will wire transfer $92,903,000.00 to the Issuer’s Project Fund as follows: 
 

Bank Name: First National Bank 
ABA#: 114921415 
Account #: 370002377 
Account Name: Investment Account 
Attn: Dacia Salinas 
 

The Certificates 10,000,000.00$      
The WW&SS Bonds 82,903,000.00        
  Total Deposit 92,903,000.00$      

 
 

3. The Paying Agent will wire-transfer $4,047,602.04 to the Issuer’s I&S account as follows: 
 

Bank Name: First National Bank 
ABA#: 114921415 
Account #: 370002377 
Account Name: Investment Account 
Attn: Dacia Salinas 

 
The Certificates The Bonds The WW&SS Bonds Total

Debt Service Reserve Fund -$                  -$                    3,446,189.54$          3,446,189.54$ 
Accrued Interest 49,393.75         41,482.81           510,535.94               601,412.50      

49,393.75$       41,482.81$         3,956,725.48$          4,047,602.04$ 
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4. The Paying Agent will wire transfer $669,070.00 to pay certain cost of issuance expenses 
related to the sale of the Bonds to the following: 

 
ABA#: 113-010-547 
Bank Name: Compass Bank 
 Preston Road, Dallas, Texas 
Account #: 2513706696 
REF: Estrada Hinojosa & Company, Inc. 
 

Costs of Issuance for the Certificates (Less Paying Agent Fees) 135,723.95$      
Costs of Issuance for the Bonds (Less Paying/Escrow Agent Fee) 130,215.34        
Costs of Issuance for the WW&SS Bonds (Less Paying Agent Fees) 403,130.71        
  Total 669,070.00$      

 
 

Estrada Hinojosa is requested and instructed to provide an accounting for all expenses 
associated with cost of issuance to the Issuer. 

 
5. The Bank of New York Mellon, N.A. will retain $4,500.00 for paying agent and escrow 

fees. 
 

Paying Agent Escrow Agent
Fee Fee Total

Certificates 500.00$           -$                 500.00$           
Bonds 500.00             3,000.00          3,500.00          
WW&SS Bonds 500.00             500.00             
  Total 1,000.00$        3,000.00$        4,500.00$        

 
 

 
The following is a summary of the disbursements: 
 
Disbursements: 

The
The Certificates The Bonds WW&SS Bonds Total

Cash Deposit by Escrow Agent -$                    1,808,085.19$     -$                    1,808,085.19$     
SLGS Purchase by Escrow Agent -                      7,884,970.00       -                      7,884,970.00       
Project Fund 10,000,000.00     -                      82,903,000.00     92,903,000.00     
Debt Service Reserve Fund -                      -                      3,446,189.54       3,446,189.54       
Accrued Interest 49,393.75            41,482.81            510,535.94          601,412.50          
Cost of Issuance (including Paying/Escrow Agent Fees) 136,223.95          133,715.34          403,630.71          673,570.00          

10,185,617.70$   9,868,253.34$     87,263,356.19$   107,317,227.23$ 

 
 
If there are any questions regarding the above information, please call (214) 658-1670. 
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SCHEDULE I 
SCHEDULE OF REFUNDED OBLIGATIONS 

 
Maturity Interest Par Call Call

Bond Date Rate Amount Date Price
Comb. Tax & Rev C/O's, Series 2000

Serials 8/15/2012 5.250% 460,000.00$           8/15/2011 100.00 
8/15/2013 5.250% 485,000.00             8/15/2011 100.00 
8/15/2014 5.250% 510,000.00             8/15/2011 100.00 

1,455,000.00$        

Comb. Tax & Airport Ref Bds, Series 2000
Serials 8/15/2011 5.250% 105,000.00$           11/30/2010 100.00 

8/15/2012 5.250% 110,000.00             11/30/2010 100.00 
8/15/2013 5.250% 115,000.00             11/30/2010 100.00 
8/15/2014 5.375% 120,000.00             11/30/2010 100.00 
8/15/2015 5.375% 130,000.00             11/30/2010 100.00 
8/15/2016 5.500% 135,000.00             11/30/2010 100.00 
8/15/2017 5.500% 145,000.00             11/30/2010 100.00 
8/15/2018 5.500% 150,000.00             11/30/2010 100.00 
8/15/2019 5.625% 160,000.00             11/30/2010 100.00 
8/15/2020 5.750% 170,000.00             11/30/2010 100.00 

1,340,000.00          

Comb. Tax & SS Rev C/O's, Series 2000
Serials 8/15/2011 5.250% 90,000.00$             11/30/2010 100.00 

8/15/2012 5.250% 95,000.00               11/30/2010 100.00 
185,000.00$           

Comb. Tax & WW Sys Rev C/O's, Series 2000
Serials 8/15/2011 5.250% 125,000.00$           11/30/2010 100.00 

8/15/2012 5.250% 130,000.00             11/30/2010 100.00 
255,000.00$           

Comb. Tax & Rev C/O's, Series 2002
Serials 2/15/2013 4.000% 485,000.00$           2/15/2012 100.00 

2/15/2014 4.150% 505,000.00             2/15/2012 100.00 
2/15/2015 4.250% 530,000.00             2/15/2012 100.00 
2/15/2016 4.350% 550,000.00             2/15/2012 100.00 
2/15/2017 4.450% 575,000.00             2/15/2012 100.00 
2/15/2018 4.550% 605,000.00             2/15/2012 100.00 
2/15/2019 4.650% 630,000.00             2/15/2012 100.00 
2/15/2020 4.750% 660,000.00             2/15/2012 100.00 
2/15/2021 4.850% 695,000.00             2/15/2012 100.00 
2/15/2022 5.000% 730,000.00             2/15/2012 100.00 

5,965,000.00          

9,200,000.00$       
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Bond Counsel 
McCall, Parkhurst & Horton L.L.P. 
700 N. Saint Mary's, Suite 1525 
San Antonio, Texas  78205-3503  

       210-225-2800 
Mr. Noel Valdez 
nvaldez@mphlegal.com 
 
McCall, Parkhurst & Horton L.L.P. 
717 North Harwood, Suite 900 
Dallas, Texas  75201       214-754-9200 
 
Mr. Pete Tart, Esq. 
ptart@mphlegal.com 
 
Financial Advisors 
Estrada Hinojosa & Company, Inc. 
1717 Main St., #4760, LB 47 
Dallas, TX  75201        214-658-1670 
  
Mr. Noe Hinojosa, Jr. 
nhinojosa@estradahinojosa.com 
 
Mr. Adrian Galvan 
agalvan@estradahinojosa.com 
 
Mr. Wally Sevier 
wsevier@estradahinojosa.com 
 
Paying Agent/Registrar 
The Bank of New York Mellon  
  Trust Company, N.A.  
2001 Bryan Street, 11th Floor 
Dallas, Texas 75201            214-468-6254 
 
Ms. Michelle Baldwin 
michelle.baldwin@bnymellon.com 

Underwriters 
J.P. Morgan Securities LLC 
2200 Ross Avenue, 3rd Floor 
Dallas, Texas 75201                      212-723-5643 
 
Mr. Douglas R. Hartman 
douglas.r.hartman@jpmchase.com 
 
Citigroup Global Markets, Inc.  
200 Crescent Court 
Dallas, Texas  75201                      214-720-5069 
 
Mr. Mario Carrasco  
mario.r.carrasco@citi.com 
 
First Southwest Company  
325 North St. Paul, Suite 800 
Dallas, Texas  75201                      214-953-4040 
 
Mr. Pete Stare  
peter.stare@firstsw.com 
 
Stifel, Nicolaus & Company, Incorporated  
9901 IH-10 West, Suite 800  
San Antonio, Texas  78230            210-525-8048 
 
Ms. Nora W. Chavez  
chavezn@stifel.com 
 
Wells Fargo Brokerage Services, LLC 
40 Northeast Loop 410, Suite 340 
San Antonio, Texas  78216            210-856-5602 
 
Mr. George V. Pedraza 
george.v.pedraza@wellsfargo.com 
 
Underwriters Counsel 
Escamilla, Poneck & Cruz, LLP 
700 North St. Mary's Street 
850 Riverwalk Place 
San Antonio, Texas 78205           210-225-0001 
 
Mr. Juan F. Aguilera 
jaguilera@escamillaponeck.com 
 
Mr. Humberto Aguilera 
haguilera@escamillaponeck.com 
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