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D-1-GN-21-004638 

EX PARTE, 
CITY OF HOUSTON, TEXAS 

§ 
§ 
§ 
§ 
§ 

 IN THE DISTRICT COURT OF 
 

 TRAVIS COUNTY, TEXAS 
 

419th JUDICIAL DISTRICT 

FIRST AMENDED PETITION FOR  
EXPEDITED DECLARATORY JUDGMENT 

Pursuant to the Expedited Declaratory Judgment Act (the “EDJA”), TEX. 

GOV’T CODE Ch. 1205, the City of Houston, Texas (the “City”) seeks a 

judgment declaring legal recent increases in the City’s rates, fees, and charges 

for use of its combined water and wastewater utility system, revenue from 

which secures the system’s bonds and ensures compliance with bond 

covenants. 

I. RELIEF REQUESTED 

 The EDJA was enacted to “stop the age-old practice allowing one 

disgruntled taxpayer to stop the entire bond issue simply by filing suit.” City 

of Conroe v. San Jacinto River Auth., 602 S.W.3d 444, 451 (Tex. 2020), reh’g denied 

(June 12, 2020), as corrected (June 12, 2020) (internal quotations omitted).  

That risk arises because issuers of public securities in Texas must obtain 

approval from the Office of the Texas Attorney General, TEX. GOV’T CODE 

§ 1202.003, and as a pre-requisite must certify that there is “no-litigation 
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pending or threatened against the unit or governing body with respect to the 

issuance or approval of the bonds . . . .” TEX. ADMIN. CODE § 53.195. When 

there is pending litigation concerning the legality of the bonds or the revenues 

that secure them, Attorney General approval cannot be obtained, necessary 

bond issuances are delayed, and public infrastructure suffers. 

To address this risk, the EDJA provides a mechanism for issuers to 

resolve disputes affecting their public securities on an expedited basis, with a 

final judgment operating as an injunction against all future attacks. TEX. 

GOV’T CODE § 1205.151.  

Among the matters that may be resolved through an EDJA action is the 

“imposition of rate[s], fee[s], [and] charge[s]” that secure an issuer’s 

obligations on its bonds. TEX. GOV’T CODE § 1205.021(2)(E); see also City of 

Conroe, 602 S.W.3d at 455. 

By this action, the City seeks a declaration that it has legally imposed 

increased rates, fees, and charges to be implemented effective September 1, 

2021, and annually every April 1 thereafter through 2026, in order to fund the 

costs of the City’s combined water and wastewater utility system ― including 

debt service on the system’s current and future bonds ― and ensure 

compliance with applicable bond covenants.   
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II. PARTIES AND SERVICE 

A. The City  

The City is a municipality operating under a home-rule charter adopted 

pursuant to Article XI, Section 5 of the Texas Constitution, with its principal 

office in Harris County, Texas. As such, the City is an “issuer” under Section 

1205.001 of the EDJA.  

B. Interested Parties   

The interested parties to this action include all persons who reside in 

the City, own property located within the City’s boundaries, or are taxpayers 

of the City, and all others having or claiming any right, title, or interest in any 

property or funds to be affected by this proceeding (the “Interested Parties”). 

TEX. GOV’T CODE § 1205.044. 

Upon receipt of this Petition, the Court must immediately issue a notice 

order informing all Interested Parties of their right to appear for trial at 10 

o’clock, a.m., on the first Monday after the 20th day after the date of the notice 

order and to show cause why the relief sought in this Petition should not be 

granted and the City’s imposition of the new rates, fees, and charges for use of 

its combined water and wastewater utility system should not be validated 

and confirmed (the “Notice Order”). TEX. GOV’T CODE § 1205.041. 
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The City shall effectuate service on the Interested Parties by ensuring 

that a “substantial copy” of the Notice Order is published in a “newspaper of 

general circulation” in each of Travis, Harris, Fort Bend, and Montgomery 

Counties “once in each of two consecutive calendar weeks, with the date of 

the first publication before the 14th day before the trial date.” TEX. GOV’T 

CODE § 1205.043.  

Publication of the Notice Order has the effect of making each Interested 

Party a party to the action and conferring upon the Court jurisdiction over 

each Interested Person as if that person were individually named and 

personally served. 

Although not required by the EDJA, the City will also provide notice to 

each Interested Party by posting a copy of this Petition and the Notice Order 

on (i) the website of the City Secretary and (ii) the City Public Works 

Department website that is specifically dedicated to informing water and 

wastewater utility system customers about the increases in rates, fees, and 

charges addressed herein.  

C. The Office of the Attorney General of Texas  

In accordance with Section 1205.042 of the EDJA, the Honorable Ken 

Paxton, Attorney General of the State of Texas, may be served with a certified 
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copy of this Petition and all attached exhibits, as well as the Notice Order 

entered pursuant to Section 1205.041, at the following address: The Office of 

Attorney General of the State of Texas, Price Daniel Sr. Building, P.O. Box 

12548, Capitol Station, Austin, Texas 78711-2548. 

III. JURISDICTION AND VENUE 

This Court has jurisdiction over the subject matter of this action 

pursuant to Sections 1205.021 and 1205.022 of the EDJA. TEX. GOV’T CODE 

§§ 1205.021, 1205.022.  

This Court has jurisdiction over all Interested Parties and the Attorney 

General pursuant to Sections 1205.044 and 1205.042 of the EDJA. TEX. GOV’T 

CODE §§ 1205.044, 1205.042. 

Venue is proper in Travis County pursuant to Section 1205.022 of the 

EDJA. TEX. GOV’T CODE § 1205.022. 

IV. FACTUAL BACKGROUND 

A. The City’s Combined Utility System  

As a home-rule city operating under Article XI, Section 5 of the Texas 

Constitution, the City possesses all powers conferred by its charter not 

inconsistent with the Texas Constitution or the general laws enacted by the 

Texas Legislature. TEX. CONST. ART. XI, § 5; Proctor v. Andrews, 972 S.W.2d 729, 

733 (Tex. 1998).  
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Article II, Section 2 of the Charter of the City of Houston (the “City 

Charter”) grants the City broad powers of self-government co-extensive with 

the Texas Constitution. Article II, Section 7 of the City Charter specifically 

authorizes the City to “own, maintain, and operate a system of waterworks,” 

and Section 6 gives the City Council the “power by ordinance to fix and 

regulate the price of water . . . .” 

On April 21, 2004, the City adopted Ordinance No. 2004-299 (the 

“Master Ordinance”), a certified copy of which is included as Attachment 1 to 

this Petition. The Master Ordinance created the City’s merged water and 

wastewater utility operations as a combined utility system (the “System”). 

The System is the primary regional water and wastewater services 

provider for a population of over 2 million people in the City of Houston and 

neighboring communities. It serves these customers through a vast network of 

reservoirs, pipes, and treatment facilities.  

The water branch of the System operates and maintains three water 

purification plants and 54 groundwater plants, in addition to an extensive 

transmission and distribution system.  
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The wastewater branch of the System operates and maintains 39 

wastewater treatment plants and the collection system, including 381 lift 

stations and 6,200 miles of sanitary sewer lines. 

B. The System’s Costs & Revenue Sources 

The System’s costs are divided into three categories:  

• Operations & Maintenance – System employee salaries and 
benefits, chemicals, power, vehicles, equipment, supplies, etc.; 

• Capital Improvements – design and construction of new and 
replacement infrastructure, including System employee labor on 
these projects, and fees for consultants and contractors that 
perform this work; and 

• Financing – debt service payments, bond issuance costs, 
commercial paper fees, etc.  

All of the System’s costs are paid for through rates, fees, and charges 

imposed on the System’s users.  

Based upon its overall revenue needs, the System assigns particular 

rates to different types of users based upon various policy considerations, 

including volume of water consumed, cost-of-service, and conservation and 

economic factors (the “Rate Structure”).  

Under Section 5.9 of the Master Ordinance, revenues collected by the 

System can be used only for the System and for certain costs related to the 
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City’s storm water management facilities; they are not available for any other 

needs of the City. 

In November of 2004 – after adoption of the Master Ordinance – 

Houston voters adopted Article IX, Section 20 of the City Charter, which 

limits the City’s ability to increase the System’s rates without voter consent, 

but expressly excludes from that limitation any increases required by the 

City’s bond covenants. 

C. The System’s Public Securities - Bonds & Commercial Paper 

Since its adoption in 2004, the Master Ordinance has governed the 

issuance of bonds and commercial paper to help finance the costs of the 

System, as authorized by state law. TEX. GOV’T CODE § 1502.051.  

The System’s presently outstanding bonds (the “System Bonds”) and its 

outstanding commercial paper – all of which are secured by the System’s 

revenues – are identified in Attachment 2 to this Petition.  

D. The Bond Covenants  

The Master Ordinance contains a number of covenants made by the 

City to owners of the System Bonds.  

Of particular importance, in Section 7.2 of the Master Ordinance, the 

City pledged that it would impose rates sufficient to ensure its compliance 
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with all other covenants and provisions of the Master Ordinance (the “Rate 

Covenant”): 

The City covenants that it currently owns the System 
and has all necessary power and authority to own 
and operate the System as herein described and 
provided and that it possesses, and shall exercise, all 
necessary power and authority to establish, fix, increase, 
impose and collect rates and charges for the use and 
services of the System in the amounts required to comply 
with the covenants and provisions contained herein. 

Att. 1 (Master Ordinance) at § 7.2 (emphasis added).  

Among the obligations whose performance is secured by the Rate 

Covenant are: 

• A covenant that the City will “at all times maintain the System . . . 
in good condition and working order” (the “Good Working 
Order Covenant”) Att. 1 (Master Ordinance) at § 7.3; 

• A covenant that the City will “comply with all contractual 
provisions and agreements entered into by it and with all valid 
rules, regulations, directions or orders of any governmental, 
administrative or judicial body promulgating same, 
noncompliance with which would materially and adversely affect 
the operation of the System” (the “Contracts and Government 
Orders Covenant”) Att. 1 (Master Ordinance) at § 7.3; 

• A covenant that the City will operate the System “in an efficient 
and economical manner . . . and in accordance with sound 
business principles” (the “Sound Business Covenant”) Att. 1 
(Master Ordinance) at § 7.3;  
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• A covenant that the City will impose Rates “sufficient to produce 
Net Revenues1 in each Fiscal Year at least equal to . . . 120% of the 
combined Debt Service Requirements scheduled to occur in such 
Fiscal Year on all Previous Ordinance Bonds2 and First Lien 
Bonds then Outstanding”3 (the “DSCR Covenant”) Att. 1 (Master 
Ordinance) at § 5.2(a); and  

• A covenant that the City will at all times “maintain an operating 
reserve equivalent to two month’s budgeted Maintenance and 
Operating Expenses” (the “Reserve Covenant”) Att. 1 (Master 
Ordinance) at § 5.4. 

The Rate Covenant and the other covenants made at Sections 5.2, 5.4, 

and 7.3 of the Master Ordinance apply to all of the System Bonds and 

commercial paper. Those provisions are hereinafter referred to collectively as 

the “Bond Covenants.”  

A violation of any of the Bond Covenants would expose the City to 

potential legal action and liability. Section 7.10 of the Master Ordinance 

specifically empowers owners of the System’s bonds to compel, through court 

order, the City’s compliance with the Bond Covenants and other provisions of 
                                                 
1  Section 2.1 of the Master Ordinance defines Net Revenues to be “(i) all Gross Revenues 

remaining after deducting Maintenance and Operation Expenses, plus (ii) any 
Restricted Receipts deposited to the Revenue Fund that may be used to pay Debt 
Service Requirements on Obligations.” Att. 1 (Master Ordinance) at § 2.1. 

2  The Master Ordinance defines “Previous Ordinance Bonds” as the System’s junior lien 
bonds. Att. 1 (Master Ordinance) at § 2.1. 

3  Section 5.2(b) of the Master Ordinance alternatively requires net revenues at least equal 
to 110% of combined Debt Service Requirements scheduled to occur in a fiscal year on 
all outstanding “Previous Ordinance Bonds, First Lien Bonds, and Second Lien Bonds,” 
if that number is greater than the 120% requirement set forth in Section 5.2(a). Att. 1 
(Master Ordinance) at § 5.2. Because the System has no outstanding Second Lien bonds, 
Section 5.2(b) of the Master Ordinance does not apply here.  
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the Master Ordinance, “including the making and collection of reasonable and 

sufficient rates and charges for the use and services of the System . . . .” Att. 1 

(Master Ordinance) at § 7.10  

Violation of any of the Bond Covenants could also cause a downgrade 

in the System’s credit rating, which could in turn cause an increase in the cost 

of future borrowing, increases in the costs of existing debt that is subject to 

variable interest rates, and higher costs for the System’s existing agreements 

for commercial paper facilities.  

E. The EPA Consent Decree 

In the late 1980s and 1990s, the Federal government began and 

implemented a nationwide effort under the Clean Water Act, 33 U.S.C. § 1251 

et seq. to address sanitary sewer overflows. This initiative affected wastewater 

systems throughout the country. 

A sanitary sewer overflow (“SSO”) is an overflow, spill, or release of 

wastewater stemming largely from blockages caused by fats, oils, and grease 

being dumped into the wastewater system from restaurants, homes, and other 

commercial and industrial sources; heavy rainfall events inundating the 

system; and illicit private storm drains connecting into the City’s wastewater 
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system. Aging pipes and other infrastructure that need to be replaced can also 

contribute to SSOs.  

On September 20, 2018, the Federal government, acting through the 

Attorney General of the United States and at the request of the United States 

Environmental Protection Agency (“EPA”), and the State of Texas, on behalf 

of the Texas Commission on Environmental Quality (“TCEQ”), filed suit 

against the City of Houston in the United States District Court for the 

Southern District of Texas, alleging violations of the Clean Water Act and 

federal regulations associated with SSOs occurring within the System.4 

On April 1, 2021, the federal judge presiding over the case entered a 

consent decree executed between the EPA, the TCEQ, and the City (the 

“Consent Decree”) to resolve the case. A copy of the Consent Decree is 

publicly available at www.publicworks.houstontx.gov/wastewater-cd.  

In addition to the payment of a $4.4 million civil penalty, the Consent 

Decree requires the City to implement work estimated to cost an additional $2 

billion over a 15-year period to improve and upgrade the System’s aging 

wastewater infrastructure and to achieve compliance with the Clean Water 

Act, with the goal of eliminating SSOs.  

                                                 
4  See United States of America et al. v. City of Houston, Texas, Civil Action No. 4:18-CV-3368; 

in the Southern District of Texas, Houston Division. 
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Addressing SSOs in one of the nation’s largest and most complex 

wastewater systems, with over 6,200 miles of wastewater lines, 381 lift 

stations, three wet weather facilities, and 39 wastewater treatment plants, is 

no small feat. Among other things, the Consent Decree requires the City to: 

• Conduct a comprehensive assessment of its sanitary sewer 
system to identify defective sewer pipes and lift stations and to 
prioritize rehabilitation efforts to prevent the occurrence of 
future SSOs;  

• Repair or replace no less than 150 miles of sewer pipe and 
associated manholes and renew or replace approximately 18 
lift stations annually; 

• Repair nine identified locations with deficient capacity to 
convey increases in flow through the system during Houston’s 
frequent excessive rainfall events; 

• Develop and implement a capacity, management, operation, 
and maintenance program that includes comprehensive 
system cleaning and a grease and root control program to 
minimize SSOs caused by sewer blockages; and  

• Install more than 3,000 real-time sensors capable of sending 
alerts when conditions indicate a problem in the sewer system 
that may lead to an SSO.  

The goal of these and other requirements in the Consent Decree is to 

protect the environment and human health and improve the City’s 

wastewater system for generations to come. Areas with higher numbers of 

SSOs and aging infrastructure, including those located in low-income 

communities, are among the first priorities under the Consent Decree.  
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Failure to complete components of the work by the deadlines prescribed 

in the Consent Decree would result in the accrual of significant additional 

monetary penalties against the City.  

F. The Rate Study  

The City Council last adopted new rates, fees, and charges for the 

System in 2010.5 As is common practice in the municipal water industry, the 

City recently commissioned a cost-of-service study of its rate needs by Carollo 

Engineers, an engineering firm specializing in water infrastructure (the “Rate 

Study”).  

The purpose of the Rate Study was two-fold. First, it sought to 

determine the revenues necessary to ensure sufficient funds to pay the 

System’s projected expenses – including the requirements of the Consent 

Decree – and to satisfy the Bond Covenants over the next five fiscal years. 

Second, the Rate Study examined how effectively the existing Rate Structure 

aligned each customer type with the proportion of demands they place on the 

System. 

                                                 
5  Section 5.2 of the Master Ordinance and City Ordinance No. 2010-305 together require 

certain automatic annual adjustments to the System’s rates based on inflationary 
indices described therein. The System has implemented the annual automatic 
adjustments annually since 2010 in accordance with the Master Ordinance and 
Ordinance No. 2010-305 and other applicable law. Those automatic adjustments remain 
required under the Master Ordinance and Ordinance 2010-305 and are not altered by 
the rate ordinance that is the subject of this Petition.  
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Utilizing cost-of-service principles, as well as industry standards set by 

the American Water Works Association and the Water Environment 

Federation, the Rate Study prepared a financial plan for each branch (water 

and wastewater) of the System to determine the revenue increases needed for 

each to support itself, while also considering key metrics of the combined 

System.  

A detailed cost allocation was then developed for both the water and 

wastewater branches, based on the unique attributes of each, to determine the 

portion of total revenue requirements that should be recovered from each 

customer type.  

Finally, the Rate Study considered ways to improve the equity and ease 

of understanding of the existing Rate Structure, and rates were calculated to 

recover sufficient revenue from each customer type. 

The Rate Study concluded that projected revenues from the System’s 

existing rates, fees, and charges would be insufficient to meet the System’s 

projected expenses (including compliance with the Consent Decree) and 

satisfy the Bond Covenants, in Fiscal Year 20226 and beyond.  

                                                 
6  The City’s fiscal year 2022 runs from July 1, 2021, to June 30, 2022. 
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The Rate Study also concluded that an adjustment to the Rate Structure 

was needed to better align each type of System user to its actual cost of 

service.  

Based upon these determinations, the Rate Study recommended a re-

design of the Rate Structure and a schedule of increases in the System’s rates, 

fees, and charges over the next five fiscal years. 

G. Adoption of the Rate Ordinance and Rates 

On June 23, 2021, at a regularly scheduled meeting properly noticed 

under the Texas Open Meetings Act, TEX. GOV’T. CODE Ch. 551, the Houston 

City Council adopted Ordinance No. 2021-515 (the “Rate Ordinance”), a 

certified copy of which is included as Attachment 3 to this Petition.  

Exhibit C to the Rate Ordinance set forth tables of the Rate Study’s 

recommended new rates, fees, and charges for each customer type effective 

September 1, 2021, and future incremental increases to those rates effective in 

April of 2022, 2023, 2024, 2025, and 2026. Att. 3 (Rate Ordinance) at Ex. C. 

Through the Rate Ordinance, the City Council authorized the 

imposition of new rates, fees, and charges consistent with the schedule and up 

to the amounts set forth in Exhibit C to the Rate Ordinance. Att. 3 (Rate 

Ordinance) at § 4. 
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The Rate Ordinance also authorized the Director of Houston Public 

Works, working with Carollo Engineers, to revise the Rate Study and to adjust 

the recommended rates downward as appropriate, while maintaining the 

implementation schedule of Exhibit C to the Rate Ordinance. Att. 3 (Rate 

Ordinance) at § 4. 

The Rate Ordinance mandated that Houston Public Works publish a 

table of the final rates, fees, and charges to be implemented in accordance 

with the Ordinance on the City Secretary’s website on September 1, 2021. Att. 

3 (Rate Ordinance) at § 4. 

The Rate Ordinance further provided that, upon publication, the rates, 

fees, and charges set forth in the table “shall be final and shall be 

implemented in accordance with their respective effective dates without any 

further action from City Council.” Att. 3 (Rate Ordinance) at § 4. 

Following City Council’s adoption of the Rate Ordinance, and in 

accordance with the terms thereof, the Director of Houston Public Works 

requested that Carollo Engineers amend the Rate Study to adjust certain 

assumptions regarding FEMA funding for the System’s capital improvement 

projects and the System’s targeted debt service coverage ratio (the “Amended 

Rate Study”).   
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Those adjustments resulted in recommended rates, fees, and charges 

that were equal to or lower than the maximums authorized by the Rate 

Ordinance for all types of customers, while maintaining the approved 

implementation schedule. For all single family customers, the combined water 

and wastewater rates, fees, and charges ― the total amount that appears on a 

customer’s bill ― decreased from the maximums authorized by the Rate 

Ordinance. 

Houston Public Works accepted the Amended Rate Study and its 

recommended rates, fees, and charges. A set of tables reflecting these final 

rates, fees, and charges (collectively, the “Rate Table”) was published on the 

City Secretary’s website at www.houstontx.gov/citysec/ as of September 1, 

2021, and remains posted there, along with the Amended Rate Study. A 

certified copy of the Rate Table is also included as Attachment 4 to this 

Petition.  

By the express terms of the Rate Ordinance, the rates, fees, and charges 

set forth in the Rate Table (the “Rates”) are “final and shall be implemented in 

accordance with their respective effective dates . . . .”  
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V. THE RATES ARE LEGALLY SOUND 

The City’s imposition of the Rates is legally sound because the Rates are 

authorized by the City Charter, comply with governing state law, and result 

from a valid exercise of municipal discretion.  

A. The Rates Are Authorized by the City Charter 

The Rates were duly adopted by the City in accordance with the Texas 

Open Meetings Act, TEX. GOV’T CODE Ch. 551, and Article II, Sections 2, 6, and 

7 of the City Charter. Article IX, Section 20 of the City Charter does not bar the 

Rates, because they are “required by bond covenants.”  

Specifically, the Rate Covenant requires the City to impose the Rates to 

ensure that the City can comply with the Good Working Order Covenant, the 

Contracts and Government Orders Covenant, the Sound Business Covenant, 

and the DSCR Covenant. 

Good Working Order Covenant ― In order to maintain the System in 

good and working order, as required by the Good Working Order Covenant, 

the City must undertake the systematic replacement of System components 

that have reached or soon will reach the end of their useful life.  

Water and wastewater system assets generally have an expected useful 

life of 30 to 40 years, but many of the System’s assets are far older. Indeed, 

51% of the System’s water lines (by mileage) are more than 30 years in age, 
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and nearly a third are in excess of 40 years old. On the wastewater side, over 

25% of the lines (by mileage) are greater than 30 years old. And both the water 

and wastewater branches of the System include lines and plant facilities that 

are 75-100 years old.  

A failure to replace the System’s aging infrastructure can have dire 

consequences, as seen in 2020, when a break in a 96-inch water main flooded 

Houston’s East Loop 610, stranding motorists, crippling water pressure, and 

forcing a boil water notice that closed schools, as well as medical and social 

services and restaurants. And in May of 2021, Houstonians on the east side of 

the City were left with low or no water pressure for days due to a break in a 

36-inch water main installed in 1967.  

Growth in the Houston population has also contributed to the System’s 

growing infrastructure needs, as more treated water is necessary to meet 

customer demand. Indeed, one major infrastructure project that will be 

funded by the Rates involves expansion of the City’s Northeast Water 

Purification plant to increase the existing plant’s capacity by 320 million 

gallons per day by 2024.  

In addition, weather disasters, which are becoming more and more 

common in the Houston region, create extreme stress on the System’s 



21 
HOU:2995099.24  

capabilities. Hurricane Harvey and Winter Storm Uri are just two recent 

examples.  

In order to better withstand these types of weather-related disasters, the 

System must improve its resiliency by proactively responding to the needs of 

its aging water and wastewater infrastructure, increasing backups that 

support drinking water and wastewater plants, and identifying and 

minimizing other vulnerabilities in the entire System.  

With the projected revenue from the Rates, the City will be able to fund 

its projected operation and maintenance expenses and facilitate the degree of 

infrastructure improvement and replacement necessary to keep the System in 

good and working order. 

Contracts and Government Orders Covenant ― Separate from the 

ongoing needs to replace aging infrastructure and meet additional customer 

demand, the Consent Decree necessitates that the System perform work on its 

wastewater system that will add an additional $2 billion in estimated costs 

over the next 15 years. For the period covered by the Rates – Fiscal Years 2022 

through 2026 – the projected additional cost associated with capital 

improvements required by the Consent Decree is $966 million. 
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Failure to meet the requirements and deadlines set forth in the Consent 

Decree would subject the City to significant monetary penalties. Voluntary 

exposure of the City to those penalties would not comport with sound 

business principles.  

With the projected revenue from the Rates, the System will have the 

funds necessary to meet the requirements of the Consent Decree during the 

fiscal years covered by the Rates and to mitigate future SSO risk.  

DSCR Covenant & Sound Business Covenant ― The Rates are 

necessary for the System to generate net revenues sufficient to avoid violation 

of the DSCR Covenant and to satisfy the Sound Business Covenant.  

The City adopts rates and charges for the System on a forward-looking 

basis that necessarily rests on projections of revenues and expenses. Those 

projections are just that – estimates of future events.  

Weather fluctuations can have significant impacts on the System’s 

revenue stream, and unforeseen weather disasters can cause major increases 

in System expenses. For example, Hurricane Harvey caused an estimated $2 

billion in damages to the System.  

Given these potential impacts, sound business principles require that 

the System impose rates sufficient to generate net revenues reasonably above 
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the DSCR Covenant’s floor of 120% of scheduled debt service payments. It 

would be unsound for the City to adopt rates that resulted in projected net 

revenues at or very near 120% of scheduled debt service payments, as doing 

so would leave the System vulnerable to violating the DSCR Covenant.  

Although the Master Ordinance permits the System to satisfy the DSCR 

Covenant by looking to reserve funds for the portion of the coverage in excess 

of 100% of scheduled debt service payments, that practice does not comport 

with sound business principles and is inconsistent with rating agencies’ 

criteria for the System’s current credit ratings. Engaging in such a practice 

would make the System vulnerable to a potential credit rating downgrade. 

In light of the System’s rising costs, including those necessitated by the 

Consent Decree, the System’s projected net revenues without a rate increase 

would have fallen below 120% of scheduled debt service payments in Fiscal 

Year 2022 and remained below that level in the following years. The new 

Rates are projected to produce net revenues between 130% and 135% of the 

System’s scheduled debt service payments in each of Fiscal Years 2022 – 2026, 

thereby ensuring the City’s continued satisfaction of the DSCR Covenant and 

the Sound Business Covenant.  
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Sound Business Covenant & System Credit Rating ― Operation of the 

System in accordance with sound business principles also requires the System 

to borrow as economically as possible, which compels maintaining an 

appropriate credit rating. The System currently maintains an AA2 credit 

rating on its first lien bonds from Moody’s and equivalent ratings from S&P 

and Fitch. A lower rating by Moody’s or any other rating agency would 

increase the City’s borrowing costs by as much as ten to fifteen basis points 

(.10-.15%) if the ratings were dropped “one notch” – e.g., by Moody’s from 

AA2 to AA3.  

The ratings agencies have consistently cited the System’s DSCR and its 

cash balance as significant factors contributing to the System’s current credit 

rating. Ratings agencies have also identified the ability of the System to fund 

some capital expenditures from current revenues, as opposed to financing 

them all with additional debt, as a factor supporting a strong credit rating.  

In light of the System’s rising costs, including those necessitated by the 

Consent Decree, without rate increases, the System’s DSCR and its cash 

reserves would have dropped precipitously, falling below the DSCR 

Covenant in Fiscal Year 2022 and below the Reserve Covenant in 2023. And, 

without rate increases, the System would not be able to continue its practice of 
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funding approximately 20% of its needed capital improvements from current 

revenue.  

Projected revenue from imposition of the Rates will allow the System to 

(i) achieve a DSCR7 between 130% and 135%, (ii) maintain cash reserves of 

between 172 and 466 days of budgeted operating and maintenance expenses, 

and (iii) utilize cash funding for 20 percent of its annual capital improvement 

plan.  

Together, those levels are necessary to mitigate the risk of a credit rating 

downgrade, to secure economical borrowing terms for future debt 

transactions, and to avoid increased fees on the System’s outstanding credit 

facilities, all as required by the Sound Business Covenant.  

Overall, the Rate Covenant requires imposition of the Rates in order to 

generate System revenues sufficient to (i) maintain the System in good and 

working order, (ii) timely comply with the Consent Decree’s requirements, 

(iii) ensure net revenues are at all times “at least” 120% of scheduled debt 

service payments, and (iv) maintain an appropriate credit rating so as to 

borrow as economically as possible.  

                                                 
7  The projected DSCR is calculated in the manner prescribed by the DSCR Covenant. 
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Without the adoption of the Rates, the System would not have 

generated revenues sufficient to satisfy these requirements. As such, the Rates 

are required by the Bond Covenants and are permitted under Article IX, 

Section 20 of the City Charter. 

B. The Rates Satisfy Chapter 1502.057 of the Texas Government Code 

Section 1502.057(a) of the Texas Government Code requires that a 

municipality’s charges for services shall be at least sufficient to pay “(1) all 

operating, maintenance, depreciation, replacement, improvement, and 

interest charges in connection with the utility system; (2) for an interest and 

sinking fund sufficient to pay any public securities issued or obligations 

incurred for any purpose described by Section 1502.002 relating to the utility 

system; and (3) any outstanding debt against the system.” TEX. GOV’T CODE 

§ 1502.057(a).  

Section 1502.057(b) also places two additional requirements on the rates 

charged by utility systems: the rates must be equal and uniform across 

customer types and there can be no free services for anyone other than 

municipal public schools or buildings and institutions operated by the 

municipality. TEX. GOV’T CODE § 1502.057(b).  
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The projected revenue from the Rates will ensure the City’s satisfaction 

of Section 1502.057(a)’s requirements in Fiscal Years 2022 through 2026. 

Moreover, the Rates are equal and uniform across customer types, as required 

by Section 1502.057(b), and they do not result in the provision of free services 

to any user not authorized under Section 1502.057(b). 

C. The Rates Are a Valid Exercise of Municipal Discretion 

Subject to the requirements of the City Charter, the Master Ordinance, 

and Section 1502.057 of the Texas Government Code, the City maintains 

municipal discretion in setting rates, fees, and charges for use of the System. 

The City’s imposition of the Rates is a reasonable and proper exercise of that 

discretion.  

The Rates are based on the recommendations of a Rate Study performed 

by qualified professionals in accordance with industry-accepted cost-of-

service principles and with appropriate respect for the System’s Bond 

Covenants.  

Although not legally required to do so, the City hosted multiple public 

hearings in advance of the City Council’s action on the Rate Ordinance. 

Following those public hearings, the City Council adopted the Rate Ordinance 
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at a regularly scheduled open meeting properly noticed in accordance with 

the Texas Open Meetings Act, TEX. GOV’T CODE Ch. 551.  

Further, as authorized by the Rate Ordinance, the Director of Public 

Works oversaw the adjustment of certain assumptions in the Rate Study to 

reflect an anticipated reduction in FEMA funding for capital improvements 

and a refinement of the System’s targeted DSCR. Those adjustments resulted 

in final Rates for all customer types that are equal to or lower than the 

maximums authorized by the Rate Ordinance and continue to reflect cost of 

service.  

VI. REQUEST FOR EXPEDITED DECLARATORY JUDGMENT 

The City’s imposition of the Rates is a “public security authorization” 

within the meaning of Section 1205.001 of the EDJA. See TEX. GOV’T CODE 

§ 1205.021(2)(E). 

The City, as an “issuer” under Section 1205.001(1) of the EDJA, is 

required to impose the Rates in order to ensure continued compliance with 

the Bond Covenants and state law. 

Accordingly, the City respectfully requests that this Court enter a 

declaratory judgment that: 
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a) The City of Houston has legally and validly imposed the Rates 
and may implement them according to the schedule set forth in 
the Rate Table; and 

b) In accordance with Section 1205.151 of the Texas Government 
Code, the Court’s judgment in this lawsuit shall constitute a 
permanent injunction against the institution or prosecution by 
any person or entity of any action or proceeding contesting the 
legality and validity of the Rate Ordinance or the Rates; the 
implementation of the Rates; any other matter adjudicated by the 
Court’s judgment in this action; and any matter that could have 
been raised in this proceeding. 

PRAYER 

WHEREFORE, the City respectfully prays that, upon expedited trial 

and final hearing, the Court (i) enter a declaratory judgment as requested 

herein, and (ii) tax all costs of this action against any person other than the 

Attorney General who appears and contests or intervenes in this action, as 

authorized by Section 1205.066 of the EDJA. The City further requests such 

other and further relief, at law or in equity, to which the City may show itself 

entitled. 
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Respectfully submitted, 
 
HUNTON ANDREWS KURTH LLP 

/s/ Kelly Sandill                                             
Kelly Sandill 
State Bar No. 24033094 
Katy Boatman 
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Ashley Kahn 
State Bar No. 24087824 
Leah Nommensen 
State Bar No. 24101573 
HUNTON ANDREWS KURTH LLP 
600 Travis, Suite 4200 
Houston, Texas 77002 
(713) 220-4200 Telephone 
(713) 220-4285 Facsimile 
ksandill@huntonak.com 

-AND- 

BAKER WOTRING LLP 

/s/ Debra Tsuchiyama Baker                        
Debra Tsuchiyama Baker 
State Bar No. 15089600 
John Muir 
State Bar No. 14630477 
BAKER WOTRING LLP 
600 Travis, Suite 700 
Houston, Texas 77002 
(713) 980-1700 Telephone 
(713) 980-1701 Facsimile 
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I, PAT J. DANIEL, City Secretary of the City of Houston, Texas, do hereby certify

that the within and foregoing is a true and correct copy of Ordinance 2004-299 passed

and adopted by the City Council of said City on the 21st day of April, 2004, as the same

appears in the records in my office.

WITNESS my hand and the Seal of said City this 10th day of March, 2021.

Pat J. Daniel
City Secretary



MAYOR'S OFFICE

HOUSTON, TEXAS

April 14, 2004

To the Honorable City Council of the City of Houston, Texas
City Hall Annex

In accordance with the provisions of Article VII, Section 7 of the Charter of the City
of Houston, Texas, I submit to you the ordinance set out below with the request that it be
passed finally on the date of its introduction. There exists a public emergency requiring
such action, and I accordingly request that you pass the same if it meets with your
approval.

City of Houston, Texas
Mayor

City of Houston Ordinance No. 2004-



CITY OF HOUSTONORDINANCENO. 2004-ÂŸŸ

AN ORDINANCE PROVIDING FOR ISSUANCE OF CITY OF HOUSTON,
TEXAS, COMBINED UTILITY SYSTEM REVENUE OBLIGATIONS,
PROVIDING FOR THE PAYMENT THEREOF; MAKING OTHER
PROVISIONS REGARDING SUCH OBLIGATIONS AND MATTERS
INCIDENT THERETO, INCLUDING COVENANTS AND AGREEMENTS
RELATING TO THE OPERATION AND MANAGEMENT OF THE
COMBINED UTILITY SYSTEM, THE REVENUES DERIVED FROM ITS
OPERATION AND OWNERSHIP, THE ESTABLISHMENT AND
MAINTENANCEOF FUNDS AND ACCOUNTS FOR THE PAYMENTOF
SUCH OBLIGATIONS, SPECIFYINGTHE TERMS AND CONDITIONS FOR
THE ISSUANCE OF SUCH OBLIGATIONSAND OTHER MATTERS
INCIDENT AND RELATED TO THEIR ISSUANCE AND SECURITY; AND
DECLARING AN EMERGENCY
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CITY OF HOUSTONORDINANCENO. 2004-JŸŸ

AN ORDINANCE PROVIDING FOR ISSUANCE OF CITY OF HOUSTON,
TEXAS, COMBINED UTILITY SYSTEM REVENUE OBLIGATIONS,
PROVIDING FOR THE PAYMENT THEREOF; MAKING OTHER
PROVISIONS REGARDING SUCH OBLIGATIONS AND MATTERS
INCIDENT THERETO, INCLUDING COVENANTS AND AGREEMENTS
RELATING TO THE OPERATION AND MANAGEMENT OF THE
COMBINED UTILITY SYSTEM, THE REVENUES DERIVED FROM ITS
OPERATION AND OWNERSHIP, THE ESTABLISHMENT AND
MAINTENANCEOF FUNDS AND ACCOUNTS FOR THE PAYMENTOF
SUCH OBLIGATIONS, SPECIFYING THE TERMS AND CONDITIONS FOR
THE ISSUANCE OF SUCH OBLIGATIONS AND OTHER MATTERS
INCIDENT AND RELATED TO THEIR ISSUANCE AND SECURITY; AND
DECLARING AN EMERGENCY

BE IT ORDAINEDBY THE CITY COUNCILOF THE CITY OF HOUSTON:

ARTICLE I

FINDINGSAND DETERMINATIONS

Section i Findings and Determinations. It is hereby officially found and determined
that:

(a) The City of Houston, Texas (the "City") is an incorporated city operating under a

home-rule charter adopted pursuant to Article XI, Section 5, of the Constitution of Texas having
a population according to the latest federal decennial census of 50,000 or more and having
outstanding long-term indebtedness that is rated by a nationally recognized rating agency for
municipal securities in one of the four highest rating categories for long-term obligations.

(b) The City is authorized by Chapter 1371, Texas Government Code, as amended,
such statute's predecessors and other applicable laws to issue obligations payable from the
revenues of the City's combined utility system (the "System") for the purpose of acquisition or
construction of and improvements, additions, or extensions to the System.

(c) The City has determined that, except for certain bonds to be sold to the Texas
Water Development Board, future financing of capital improvements to the System shall be

undertaken through the issuance of obligations under a new master ordinance governing and

pertaining to their issuance.

ARTICLE II

DEFINITIONSAND INTERPRETATIONS

Section 21 Definitions. In this Ordinance, the following terms shall have the
following meanings, unless the context clearly indicates otherwise:

45341513.20



"Additional First Lien Bonds" shall mean the additional first lien revenue bonds
permitted to be issued by the City pursuant to Section 6.1 hereof.

"Additional Second Lien Bonds" shall mean the additional second lien revenue bonds
permitted to be issued by the City pursuant to Section 6.1 hereof.

"Adjustable Rate Obligations" shall mean any Bonds or other Obligations that initially
bear interest at an adjustable or variable rate of interest, including Adjustable Rate Obligations
which may be converted to bear a rate of interest fixed to maturity.

"Average Annual Debt Service Requirements" shall mean the average of the annual Debt
Service Requirements (taking into account all mandatory principal redemption requirements)
scheduled to occur in then current Fiscal Year and future Fiscal Years for the particular
Obligations (First Lien Bonds, Second Lien Bonds, or otherwise) for which such calculation is

made.

"Board Bonds" shall mean the Water and Sewer System Junior Lien Revenue Bonds
purchased or to be purchased by the Texas Water Development Board on a parity with the

Previous Ordinance Bonds Outstanding under the terms of the Previous Ordinance, as described
in Exhibit A attached hereto.

"Bonds" shall mean any or all of the Obligations issued as First Lien Bonds or the

Second Lien Bonds, or both, as the context may indicate.

"Business Day" shall mean a day which is not a banking holiday in New York,
New York, or Houston, Texas, except as may be otherwise provided in a Supplemental
Ordinance.

"City" shall mean the City of Houston, Texas, and, where appropriate, the City Council
thereof and any successor to the City as owner of the System.

"Credit Agreement" shall mean any agreement between the City and a third party
institution pursuant to which such third party institution issues a letter of credit, municipal bond
insurance policy, line of credit, standby purchase agreement, surety policy, surety bond or other
guarantee for the purpose of enhancing the creditworthiness or liquidity of any of the City's
obligations pursuant to any Bonds or Qualified Hedge Agreements and in consideration for
which the City may agree to pay, but solely from Net Revenues as provided herein, (i) periodic
payments for the availability of such Credit Agreement and/or (ii) reimbursements or repayments
of any amounts advanced under such Credit Agreement, together with interest and other
stipulated costs and charges related to such amounts advanced. Obligations of the City pursuant
to a Credit Agreement shall be deemed to be, and shall be included within, the Debt Service
Requirements for the series of Bonds to which the Credit Agreement relates. Further, obligations
of the City to make payments under a Credit Agreement as reimbursements or repayments of
amounts paid or advanced under such Credit Agreement for interest on or principal of any Bonds
(including interest and other stipulated costs and charges related to such amounts advanced) shall
be deemed to be payments of interest on or principal of such Bonds. Each Credit Agreement
shall be deemed to be a part of the Bonds of the series to which it relates for the purpose of
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securing its payment or repayment by the pledge of Net Revenues as provided in Articles Five,
Six, and Seven of this Ordinance. Unless specifically provided for in a Supplemental Ordinance,
issuers of Credit Agreements shall not be treated as Owners of Bonds for purposes of any voting
rights to approve amendments or to direct the exercise of any remedies under this Ordinance;
provided that a Supplemental Ordinance may provide that, so long as an institution that issues a

municipal bond insurance policy insuring a series of Bonds is not in default of its payment
obligations under such policy, such institution may, under the terms of the Ordinance, at all times
be deemed to be the exclusive owner of such series of Bonds for the purpose of all approvals,
consents, waivers, or exercise of any action and the direction of all remedies. For purposes of
this Ordinance, Credit Agreements shall not include a Reserve Fund Surety Policy.

"Crossover Refunding Bonds" shall mean any Bonds the proceeds of which: (i) are

deposited in an escrow account established for such purpose with a Paying Agent/Registrar, (ii)
cannot be applied to the purpose for which such Crossover Refunding Bonds are to be issued
until the Crossover Refunding Bonds Break Date, (iii) must be sufficient, together with the
investment income thereon, after the payment of bond issuance costs, if any, to pay the Debt
Service Requirements on such series on and prior to such Crossover Refunding Bonds Break
Date, and (iv) other than paying or providing for the payment of bond issuance costs, if any,

cannot be used for any purpose other than the payment of Debt Service Requirements on such
Crossover Refunding Bonds on and prior to the Crossover Refunding Bonds Break Date.

"Crossover Refunding Bonds Break Date" shall mean the date specified in the

Supplemental Ordinance authorizing a Series of Crossover Refunding Bonds as the date upon
which the proceeds of such Crossover Refunding Bonds can be applied to the purpose of which
such Crossover Refunding Bonds are to be issued upon the satisfaction of certain conditions,
which conditions shall be set forth in such Supplemental Ordinance.

"Debt Service Requirements" shall mean, as of any period of time for which such
calculation applies, an amount equal to the sum of the following for any such period and with
respect to all or any portion of the Bonds:

A. Current interest scheduled to be paid during such period on such Bonds,
except to the extent that provision for the payment of such interest has been made by
(i) appropriating for such purpose amounts sufficient to provide for the full and timely
payment of such interest either from proceeds of Bonds, from interest earned or to be

earned thereon, from other System funds other than Net Revenues, or from any
combination of such sources and (ii) depositing such amounts (except in the case of
interest to be earned, which shall be deposited as received) into a fund or account for
capitalized interest, the proceeds of which are required to be transferred as needed into
the First Lien Bond Interest and Sinking Fund or the Second Lien Bond Interest and
Sinking Fund, as the case may be, plus

B. That portion of the principal of, or compounded interest on, such Bonds
scheduled to be payable during such period (either at maturity or by reason of scheduled
mandatory redemptions, but after taking into account all prior optional and mandatory
Bond redemptions);
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provided, however, that the following rules shall apply to the computation of Debt Service
Requirements on any series of Bonds that are Short Term Obligations, Adjustable Rate
Obligations or Refundable Obligations:

(i) For any series of Bonds issued as Short Term Obligations under this
Ordinance pursuant to a program designated by the City as a commercial paper or similar
program, Debt Service Requirements shall be computed on the assumption that the

principal amount shall continuously be refinanced under such program and remain
outstanding until the first Fiscal Year for which interest on such Short Term Obligations
has not been capitalized or otherwise funded or provided for, at which time (which shall
not be beyond the term of such program) it shall be assumed that the outstanding
principal amount thereof shall be refinanced with a series of Bonds of the same lien
which shall be assumed to be amortized over a remaining period not to exceed 30 years
from the original issue date of such Short Term Obligations and shall be assumed to be

amortized in such a manner that the Debt Service Requirements in any 12-month period
are substantially equal to the Debt Service Requirements for any other 12-month period,
and shall be assumed to bear interest at a fixed interest rate estimated by the City's
financial advisor in a written certificate delivered to the City at the time of such

calculation to be the interest rate such series of Bonds would bear if issued on such terms
on the date of such estimate;

(ii) For any series of Bonds issued as Adjustable Rate Obligations, it shall be

assumed that such Bonds will bear interest at a rate calculated as follows: (a) with respect
to compliance with Section 5.2 of this Ordinance, for any such series of Bonds then
Outstanding, at the actual interest rate derived from such variable or adjustable interest
rate formula or computation, or the actual interest payable on such series of Bonds during
the period covered by such calculation, and (b) with respect to compliance with the

Reserve Fund Requirements and compliance with Section 6.1 of this Ordinance, for any
such Bonds then Outstanding or proposed to be issued, at an interest rate estimated by the

City's financial advisor in a written certificate delivered to the City at the time of such

calculation to be the average rate of interest such Bonds would bear if issued as long-term
bonds, in the same principal amount and with the same priority of lien, bearing interest at

fixed rates based on the average life of the Adjustable Rate Obligations;

(iii) For the purpose of calculating the Debt Service Requirements on any
series of Bonds issued as Refundable Obligations, such Bonds shall be assumed to be

amortized in substantially equal annual amounts to be paid for principal and interest over
an assumed amortization period not to exceed 30 years from the original issue date of
such series of Bonds at an interest rate estimated by the City's financial advisor in a

written certificate delivered to the City at the time of such calculation to be the average
rate of interest such series of Bonds would bear if issued as long-term bonds in the same

principal amount with the same priority of lien, bearing interest at fixed rates to be

amortized over 30 years;
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(iv) With respect to Crossover Refunding Bonds, the aggregate Debt Service
Requirements thereon until the Crossover Refunding Bonds Break Date shall be

disregarded; and

(v) With respect to Bonds to be redeemed with the proceeds of Crossover
Refunding Bonds, Debt Service Requirements thereon after the Crossover Refunding
Bonds Break Date shall be disregarded.

Debt Service Requirements shall be calculated on the assumption that no Bonds
Outstanding at the time of calculation will cease to be Outstanding except by reason of the

payment of scheduled principal maturities or scheduled mandatory redemptions of such Bonds,
except as provided above for Short Term Obligations.

Credit Agreements shall cause Debt Service Requirements to be increased only to the

extent of scheduled payments and charges for the availability of the Credit Agreement without
regard to any repayment or reimbursement obligations or interest thereon or other stipulated
costs or charges related thereto.

Debt Service Requirements shall include debt service requirements on Previous
Ordinance Bonds, including without limitation, Outstanding Board Bonds at the time of such

calculation.

Qualified Hedge Agreements shall cause Debt Service Requirements to be (i) increased
by the amount of any scheduled payments and charges for the availability of the Qualified Hedge
Agreement, (ii) decreased by the amount of any scheduled interest payments on the related
Bonds which the City's financial advisor certifies in a written certificate delivered to the City to

be modified pursuant to the Qualified Hedge Agreement, and (iii) increased by the gross

payments of the City under the Qualified Hedge Agreement (without regard to netting);
provided, however, that the Debt Service Requirements for any variable or adjustable payment
obligation of the City under the Qualified Hedge Agreement shall be calculated in accordance
with the provisions contained in paragraph (ii) above of the definition of Debt Service
Requirements, as certified by the City's financial advisor in a written certificate delivered to the

City; and provided further, that any obligation of the City to make termination payments that are

not payable in installments over the remaining term of that relevant transaction or to deliver
collateral under a Qualified Hedge Agreement shall be paid as a Third Lien Obligation or an

obligation inferior and subordinate to Third Lien Obligations.

"Designated Index" shall mean the United States Consumer Price Index for all Urban
Consumers (also known as the CPI-U) for the Houston-Galveston-Brazoria, Texas Metropolitan
Area (1982-1984=100), as published by the Bureau of Labor Statistics, U.S. Department of
Labor (but if such is subject to adjustment later, then the later adjusted index, together with any

correlation factor necessary to relate the later adjusted index to the earlier index, as published by
the entity publishing the index, shall be used), or if such publication is discontinued, the

Designated Index shall then refer to comparable statistics on changes in the cost of living for
urban consumers as the same may be computed and published (on the most frequent basis
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available) by an agency of the United States or by a responsible financial periodical of
recognized authority, which agency or periodical shall be selected by the City.

"First Lien Bonds" shall mean each series of First Lien Bonds from time to time hereafter
issued, but only to the extent such First Lien Bonds remain Outstanding within the meaning of
this Ordinance.

"Fiscal Year" shall mean the City's fiscal year, which currently runs from July 1 to

June 30, but which may be changed from time to time by the City.

"Fourth Lien Obligations" shall mean Obligations authorized by Section 6.3 of this
Ordinance.

"Gross Revenues" shall mean all revenues and income of every nature now and hereafter
derived or received by the City from the operation and ownership of the components of the
System; the interest income from the investment or deposit of money in the funds created
pursuant to this Ordinance and the Previous Ordinance; and any other revenues hereafter pledged
to the payment of Obligations issued pursuant to this Ordinance and the Previous Ordinance.
Gross Revenues shall not include Restricted Receipts. Gross Revenues shall also include all
payments received by the City, except for termination payments and receipts of collateral,
pursuant to Qualified Hedge Agreements.

"Interest Payment Date" shall mean the dates designated in the Supplemental Ordinances.

"Maintenance and Operation Expenses" shall mean the reasonable and necessary
expenses of operation and maintenance of the System, including all salaries, wages, pension fund
contributions, interest, labor, materials, repairs and extensions necessary to render efficient
service (but only such repairs and extensions as, in the judgment of the governing body of the

City, are necessary to keep the System in operation and render adequate service to the City and

the inhabitants thereof, or such as might be necessary to meet some physical accident or

conditions which would otherwise impair the Bonds or other Obligations), and all payments
(including payments of amounts equal to all or a part of the debt service on bonds issued by other
political subdivisions and authorities of the State of Texas) under contracts which are now or

hereafter defined for a system such as the System as operating expenses by the Legislature of
Texas. Depreciation shall never be considered as a Maintenance and Operation Expense.
Maintenance and Operation Expenses shall include, without limitation, all payments under
contracts for the impoundment, conveyance or treatment of water or otherwise which are now or

hereafter treated as operating expenses under the laws of the State of Texas and the treatment of
such payments as Maintenance and Operation Expenses shall not be affected in any way if,
subsequent to the entering into such contracts, the City acquires as a part of the System title to

any properties or facilities used to impound, convey or treat water under such contracts, or if the

City contracts to acquire title to such properties or facilities as a part of the System upon the final
payment of debt service on the bonds issued to finance such properties or facilities.

"Master Ordinance" shall mean this Ordinance and any amendments hereto pursuant to

Section 7.15.
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"Maximum Annual Debt Service Requirements" shall mean the greatest combined Debt
Service Requirements (taking into account all mandatory principal redemption requirements)
scheduled to occur in any particular future Fiscal Year or in the then current Fiscal Year for the
particular Bonds (First Lien Bonds, Second Lien Bonds, Previous Ordinance Bonds, or any
combination of the foregoing) for which such calculation is made.

"Net Revenues" shall mean (i) all Gross Revenues remaining after deducting
Maintenance and Operation Expenses, plus (ii) any Restricted Receipts deposited to the Revenue
Fund that may be used to pay Debt Service Requirements on Obligations.

"Obligations" shall mean Previous Ordinance Bonds and obligations authorized pursuant
to this Ordinance, including, without limitation, First Lien Bonds, Second Lien Bonds, Third
Lien Obligations, Fourth Lien Obligations, Credit Agreements, and Qualified Hedge
Agreements.

"Ordinance" shall mean the Master Ordinance and all Supplemental Ordinances.

"Outstanding," when used with reference to the Previous Ordinance Bonds, First Lien
Bonds, Second Lien Bonds, Third Lien Obligations, or Fourth Lien Obligations, as the case may
be, shall mean, as of a particular date, all such Obligations theretofore delivered except: (a) any
such Obligation canceled by or on behalf of the City at or before said date; (b) any such
Obligation defeased pursuant to the defeasance provisions of the Previous Ordinance or the
Supplemental Ordinance authorizing its issuance, or otherwise defeased as permitted by
applicable law; and (c) any such Obligation in lieu of or in substitution for which another
Obligation shall have been delivered pursuant to the ordinance authorizing the issuance of such
Obligation.

"Owner" or "Registered Owner," when used with respect to any Obligation, shall mean
the person or entity (including any entity acting as an underwriter of Bonds) in whose name such
Obligation is registered in the Register. Any reference to a particular percentage or proportion of
the Owners of the Obligations of a particular class or series of Bonds shall mean the Owners at a

particular time of the specified percentage or proportion in aggregate principal amount of all
Bonds or the Obligations of such class or series then Outstanding.

"Paying Agent/Registrar" shall mean a bank, trust company, or other entity designated
pursuant to a Supplemental Ordinance as the agent of the City to receive and disburse to Owners
of the Bonds the principal and premium, if any, and interest on the Bonds. The City reserves the
option to act as it own Paying Agent/Registrar.

"Previous Ordinance" shall mean, collectively, the City's ordinances, as amended,
heretofore or hereafter adopted, that authorized or shall authorize the issuance of the Previous
Ordinance Bonds.

"Previous Ordinance Bonds" shall mean on any date all of the City's Water and Sewer
System Junior Lien Revenue Bonds, if any, that are Outstanding under the Previous Ordinance,
including Outstanding Board Bonds.
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"Qualified Hedge Agreement" shall mean, without limitation, (i) any contract known as

or referred to or which performs the function of an interest rate swap agreement, currency swap
agreement, forward payment conversion agreement, or futures contract; (ii) any contract
providing for payments based on levels of, or changes or differences in, interest rates, currency
exchange rates, or stock or other indices; (iii) any contract to exchange cash flows or payments
or series of payments; (iv) any type of contract called, or designed to perform the function of,
interest rate floors, collars, or caps, options, puts, or calls, to hedge or minimize any type of
financial risk, including, without limitation, payment, currency, rate, or other financial risk; and

(v) any other type of contract or arrangement that the City determines is to be used, or is

intended to be used, to manage or reduce the cost of any Bonds, to convert any element of any
Bonds from one form to another, to maximize or increase investment return, to minimize
investment return risk, or to protect against any type of financial risk or uncertainty (in the case

of clauses (i) through (v), whether from or initiated at the option of the City or the counterparty).
A Qualified Hedge Agreement may only be entered into with an institution that has long term
credit ratings, or the obligations of which are unconditionally guaranteed by a financial
institutionwith long term credit ratings, in one of the two highest generic rating categories by at

least one Rating Agency then rating the Bonds. Any obligations of the City to make scheduled
payments under a Qualified Hedge Agreement shall be included within the definition of Debt
Service Requirements for the series of Bonds to which the Qualified Hedge Agreement relates.
Further, obligations of the City to make payments under a Qualified Hedge Agreement derived
from or resulting from a fluctuation in hedged interest rates or in the value of any index of
payment shall be deemed to be payments of interest on the Bonds to which the Qualified Hedge
Agreement relates, and each Qualified Hedge Agreement shall be deemed to be a part of the
Bonds of the series to which it relates for the purpose of securing its payment by the pledge of
Net Revenues as provided in Articles Five, Six, and Seven of this Ordinance, except that any
obligation of the City to make termination payments that are not payable in installments over the
remaining term of the relevant transaction or to deliver collateral shall be paid as a Third Lien
Obligation or an obligation inferior and subordinate to Third Lien Obligations. However, issuers
of and counterparties to Qualified Hedge Agreements shall not be treated as Owners of Bonds
for purposes of any voting rights to approve amendments under this Ordinance.

"Rating Agency" shall mean Fitch Ratings, Moody's Investors Service, Standard &
Poor's, or any other nationallyrecognized rating agency.

"Refundable Obligations" shall mean any series of Obligations 25% or more of the
original principal amount of which is due on any date; provided that, in calculating the principal
amount of such Obligations due or required to be redeemed, prepaid, or otherwise paid on any
date, such principal amount shall be reduced to the extent that all or any portion of such amount
is required to be redeemed or amortized on any date.

"Register" shall mean the registration books maintained by a Paying Agent/Registrar for
Obligations issued under a Supplemental Ordinance.

"Required Payments" shall mean any payments required to be made under the Previous
Ordinance, including without limitation (i) all payments required to be made by the City as

Maintenance and Operating Expenses under the Previous Ordinance, including without
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limitation under outstanding contracts on the effective date of this Master Ordinance for the
impoundment, conveyance, or treatment of water or otherwise which are treated as operating
expenses under the laws of the State of Texas, and (ii) all payments required to be made by the
City to pay debt service requirements on Previous Ordinance Bonds in accordance with the terms
of the Previous Ordinance and to comply with Section 5.8 of the Previous Ordinance.

"Reserve Fund Participants" shall mean any series of Bonds for which the City elects to

fund a shared Bond Reserve Fund.

"Reserve Fund Requirements" shall mean the amount required by a Supplemental
Ordinance to be deposited, accumulated and reaccumulated and maintained in the First Lien
Bond Reserve Fund, the Second Lien Bond Reserve Fund and any reserve funds created for
Third Lien Obligations or Fourth Lien Obligations.

"Reserve Fund Surety Policy" shall mean any surety bond or any insurance policy which
has liquidity features equivalent to an irrevocable and unconditional letter of credit, or any
irrevocable and unconditional letter of credit, deposited in a reserve fund created pursuant to

Section 5.3 of this Ordinance in lieu of or in partial substitution for monies on deposit therein,
which is rated at the time of deposit of such Reserve Fund Surety Policy in the highest rating
category by each Rating Agency rating the Outstanding Bonds to which the Reserve Fund Surety
Policy relates at the time of deposit of such Reserve Fund Surety Policy.

"Restricted Receipts" shall mean (i) revenues related to the System received by the City
that pursuant to law or contractual agreements that may not be used to pay Maintenance and

Operation Expenses and (ii) any interest earnings on the revenues described in clause (i) above.

"Second Lien Bonds" shall mean each series of Second Lien Bonds from time to time
hereafter issued, but only to the extent such Second Lien Bonds remain Outstanding within the
meaning of this Ordinance.

"Short Term Obligations" shall mean each series of bonds, notes and other obligations
issued pursuant to a commercial paper or other similar financing program under Section 6.2 of
this Ordinance, the payment of principal of which is scheduled to be payable within one year
from the date of issuance and is contemplated to be refinanced through the issuance of additional
Obligations.

"Special Project" shall mean, to the extent permitted by law, any utility system property,
improvement or facility declared by the City not to be part of the System, for which the costs of
acquisition, construction, and installation are paid from proceeds of a financing transaction other
than the issuance of bonds payable from ad valorem taxes or revenues of the System and for
which all maintenance and operation expenses are payable from sources other than ad valorem
taxes or revenues of the System, but only to the extent that and for so long as all or any part of
the revenues or proceeds of which are or will be pledged to secure the payment or repayment of
such costs of acquisition, construction, and installation under such financing transaction.

"Supplemental Ordinance" shall mean any ordinance supplementing this Ordinance to

provide for the issuance of Bonds or other Obligations authorized by this Ordinance.
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"System" shall mean all properties, facilities, improvements, equipment, interests, rights
and powers constituting the combined water and sewer system of the City, and all future
extensions, replacements, betterments, additions, improvements, enlargements, acquisitions,
purchases and repairs to the System, including without limitation, all those heretofore or

hereafter acquired as a result of the annexation and dissolution of water districts or the
acquisition of the properties or assets of any other public, private or non-profit entities. The
System shall not include any Special Project. The System shall include other utility systems
provided for in Chapter 1502 of the Texas Government Code which the City may from time to

time elect to combine with the System so long as the revenues of such other utility systems are

included in Gross Revenues under this Ordinance.

"Third Lien Obligations" shall mean Obligations authorized by Section 6.3 of this
Ordinance.

Section R Interpretations. All terms defined herein and all pronouns used in this
Ordinance shall be deemed to apply equally to singular and plural and to all genders. The titles
and headings of the articles and sections of this Ordinance and the Table of Contents of this
Ordinance have been inserted for convenience of reference only and are not to be considered a

part hereof and shall not in any way modify or restrict any of the terms or provisions hereof.
References to any constitutional, statutory or regulatory provision means such provision as it
exists on the date this Ordinance is adopted by the City and including any future amendment
thereto or successor provision thereof. This Ordinance and all the terms and provisions hereof
shall be liberally construed to effectuate the purposes set forth herein and to sustain the validity
of the Bonds and the validity of the lien on and pledge of the Net Revenues to secure the
payment of the Bonds.

ARTICLE IH

TERMS OF THE BONDS

Section _31 Name. The name, amount, purpose, and legal authorization for each series

of Bonds shall be specified in the Supplemental Ordinance authorizing such series.

Section R Numbers; Date, and Denomination. Each series of Bonds shall be

numbered and dated and shall be in principal denominations as specified in the authorizing
Supplemental Ordinance.

Section 31 Terms. Each Series of Bonds shall bear interest from the dates and at the
rates per annum and shall mature on the date or dates to be set forth in the authorizing
Supplemental Ordinance. Bonds may bear interest at a fixed, variable, auction, term or

commercial paper rate or any other rate provided for in the authorizing Supplemental Ordinance.

Section 31 Redemption Prior to Maturity. Each Series of Bonds may be subject to

redemption in the manner provided in the authorizing Supplemental Ordinance.

Section R Manner of Payment, Characteristics, Execution, and Authentication. Each
authorizing Supplemental Ordinance shall designate a Paying Agent/Registrar for such series of
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Bonds. The Bonds shall be payable, shall have the characteristics, shall be signed and executed,
shall be sealed, and shall be authenticated, all as provided and in the manner indicated in the
authorizing Supplemental Ordinance. To the extent required by Texas law, Bonds initially
delivered shall also have attached or affixed thereto the registration certificate of the Comptroller
of Public Accounts of the State of Texas. If any officer of the City whose manual or facsimile
signature shall appear on the Bonds, as provided in the authorizing Supplemental Ordinance,
shall cease to be such officer before the authentication of the Bonds or before the delivery of the
Bonds, such manual or facsimile signature shall nevertheless be valid and sufficient for all

purposes as if such officer had remained in such office.

Any portion of the text of any Bonds may be set forth on the reverse thereof, with an

appropriate reference thereto on the face of the Bond. The definitive Bonds shall be printed,
lithographed, engraved, or typewritten or produced by any combination of these methods, or

produced in any other manner, all as determined by the officers executing such Bonds as

evidenced by their execution thereof, but the initial Bonds submitted to the Attorney General of
Texas may be typewritten, photocopied, or otherwise reproduced.

The approving legal opinion of Bond Counsel for the Bonds, may be printed on the back
of the Bonds over the certification of the City Secretary of the City which may be executed in
facsimile. CUSIP numbers and a statement of insurance, if any, also may be printed on

applicable Bonds, but errors or .omissions in the printing of the opinion, the numbers, or the
statement of insurance shall have no effect on the validity of the Bonds.

Section _31 Ownership. The City, the Paying Agent/Registrar, and any other person
may treat the person in whose name any Bond is registered as the absolute owner of such Bond
for the purpose of making payment of the principal and premium, if any, thereof, and for the
further purpose of making payment of interest thereon, for the purpose of giving notice to the
Owners of the Bonds, and for all other purposes, whether or not such Bond is overdue, and

neither the City nor the Paying Agent/Registrar shall be bound by any notice or knowledge to the
contrary. All payments made to the person deemed to be the Owner of any Bond in accordance
with this section shall be valid and effectual and shall discharge the liability of the City and the
Paying Agent/Registrar upon such Bond to the extent of the sums paid.

Section 2 Registration Transfer and Exchange. So long as any Bonds remain
Outstanding, the Paying Agent/Registrar shall keep the Register at its principal corporate trust
office, in which, subject to such reasonable regulations as it may prescribe, the Paying
Agent/Registrar shall provide for the registration and transfer of the Bonds in accordance with
the terms of this Ordinance.

Each Bond shall be transferable only upon presentation and surrender thereof at the
principal corporate trust office of the Paying Agent/Registrar, duly endorsed for transfer, or

accompanied by an assignment duly executed by the Registered Owner or his authorized
representative in form satisfactory to the Paying Agent/Registrar. Upon due presentation of any
Bond for transfer, the Paying Agent/Registrar shall authenticate and deliver in exchange therefor,
within 72 hours after such presentation, a new Bond or Bonds, registered in the name of the
transferee or transferees, in authorized denominations and of the same maturity and aggregate
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principal amount or maturity amount, as the case may be, and bearing or accruing interest at the
same rate as the Bond or Bonds so presented.

Each Bond shall be exchangeable upon presentation and surrender thereof at the principal
corporate trust office of the Paying Agent/Registrar for a Bond or Bonds of the same maturity
and bearing or accruing interest at the same rate and in any authorized denomination, in an

aggregate principal amount or maturity amount, as the case may be, equal to the unpaid principal
amount or maturity amount, as the case may be, of the Bond or Bonds presented for exchange.
The Paying Agent/Registrar shall be and is hereby authorized to authenticate and deliver
exchange Bonds in accordance with the provisions of this Section. Each exchanged or replaced
Bond delivered by the Paying Agent/Registrar in accordance with this Section shall be entitled to

the benefits and security of this Ordinance to the same extent as the Bond or Bonds in lieu of
which such Bond is delivered.

The City or the Paying Agent/Registrar may require the Owner of any Bond to pay a sum

sufficient to cover any tax or other governmental charge that may be imposed in connection with
the transfer or exchange of such Bond. Any fee or charge of the Paying Agent/Registrar for such
transfer or exchange shall be paid by the City.

Section R Cancellation. All Bonds paid or redeemed in accordance with this
Ordinance, and all Bonds in lieu of which exchanged Bonds or replacement Bonds are

authenticated and delivered in accordance herewith, shall be canceled upon the making of proper
records regarding such payment or redemption. The Paying Agent/Registrar shall retain the
cancelled Bonds in accordance with its document retention policies.

Section R Replacement Bonds. Upon the presentation and surrender to the Paying
Agent/Registrar of a damaged or mutilated Bond, the Paying Agent/Registrar shall authenticate
and deliver in exchange therefor a replacement Bond of like maturity, interest rate, and principal
amount, bearing a number not contemporaneously outstanding. The City or the Paying
Agent/Registrar may require the Owner of such Bond to pay a sum sufficient to cover any tax or

other governmental charge that may be imposed in connection therewith and any other expenses
connected therewith, including the fees and expenses of the Paying Agent/Registrar.

If any Bond is destroyed, lost, or stolen, the City, pursuant to the applicable laws of the
State of Texas and in the absence of notice or knowledge that such Bond has been acquired by a

bona fide purchaser, shall execute and the Paying Agent/Registrar shall authenticate and deliver
a replacement Bond of like maturity, interest rate, and principal amount, bearing a number not
contemporaneouslyoutstanding, provided that the Owner thereof shall have:

(a) Furnished to the City and the Paying Agent/Registrar satisfactory evidence of the

ownership of and the circumstances of the loss, destruction or theft of such Bond;

(b) Furnished such security or indemnity as may be required by the Paying
Agent/Registrar and the City to save them harmless;
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(c) Paid all expenses and charges in connection therewith, including, but not limited
to, printing costs, legal fees, fees of the Paying Agent/Registrar, and any tax or other
governmental charge that may be imposed; and

(d) Met any other reasonable requirements of the City and the Paying
Agent/Registrar.

If, after the delivery of such replacement Bond, a bona fide purchaser of the original
Bond in lieu of which such replacement Bond was issued presents for payment such original
Bond, the City and the Paying Agent/Registrar shall be entitled to recover such replacement
Bond from the person to whom it was delivered or any person taking therefrom, except a

bona fide purchaser, and shall be entitled to recover upon the security or indemnity provided
therefor to the extent of any loss, damage, cost, or expense incurred by the City or the Paying
Agent/Registrar in connection therewith.

If any such damaged, mutilated, destroyed, lost, or stolen Bond has become or is about to

become due and payable, the City in its discretion may, instead of issuing a replacement Bond,
authorize the Paying Agent/ Registrar to pay such Bond.

Each replacement Bond delivered in accordance with this section shall be entitled to the
benefits and security of this Ordinance to the same extent as the Bond or Bonds in lieu of which
such replacement BoncÏ is delivered.

ARTICLE IV

FORM OF BONDS

Each series of Bonds shall be in substantially the form set out in the Supplemental
Ordinance, with such omissions, insertions and variations as may be permitted or required
pursuant to the terms of such ordinance for each series of the Bonds (including appropriate
variations required for any Bonds issued as capital appreciation bonds).

ARTICLE V

SECURITYAND SOURCE OF
PAYMENTFOR ALL BONDS

Section & Pledge Securing Bonds. The City hereby covenants and agrees that Gross
Revenues of the System shall, as collected and received by the City, be deposited and paid into
the special funds hereinafter established, after satisfying any requirements of the Previous
Ordinance. For so long as the Previous Ordinance Bonds remain Outstanding, the City hereby
covenants and agrees that gross revenues (as defined under the Previous Ordinance) shall be

applied in the manner set forth in the Previous Ordinance to provide for the payment of all
Required Payments, and then Gross Revenues shall be applied in the manner hereinafter set forth
in order to provide for the payment of all remaining Maintenance and Operation Expenses that
have not been paid as Required Payments. Net Revenues shall be applied to provide for the
payment of principal of, interest on and any redemption premiums on the First Lien Bonds, any
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parity Obligations under Qualified Hedge Agreements and Credit Agreements, and all expenses
of paying same; to provide for the payment of principal of, interest on and any redemption
premiums on the Second Lien Bonds, any parity Obligations under Qualified Hedge Agreements
and Credit Agreements, and all expenses of paying same; and to provide for the disposition of
the remaining Net Revenues in accordance with this Ordinance. The First Lien Bonds shall
constitute special obligations of the City that shall be payable solely from and shall be equally
and ratably secured by a lien on the Net Revenues as collected and received by the City from the
operation and ownership of the System, which Net Revenues shall, in the manner herein
provided, be set aside in the First Lien Bond Interest and Sinking Fund and the First Lien Bond
Reserve Fund for and pledged to the payment of the First Lien Bonds as hereinafter provided,
and the First Lien Bonds shall be, in all respects, on a parity with and of equal dignity with one
another. The Second Lien Bonds shall constitute special obligations of the City that shall be

payable solely from and, subject only to the senior and superior lien on Net Revenue pledged to

the payment of the First Lien Bonds and other obligations payable from the First Lien Bond
Interest and Sinking Fund, shall be equally and ratably secured by a lien on the Net Revenues, as

collected and received by the City from the operation and ownership of the System, which Net
Revenues shall, in the manner herein provided, be set aside in the Second Lien Bond Interest and

Sinking Fund and the Second Lien Bond Reserve Fund for and pledged to the payment of the
Second Lien Bonds as hereinafter provided, and the Second Lien Bonds shall be in all respects
on a parity with and of equal dignity with one another. The Owners of the First Lien Bonds and
the Second Lien Bonds shall never have the right to demand payment of either the principal of,
interest on or any redemption premium on the First Lien Bonds or the Second Lien Bonds out of
any funds raised or to be raised by taxation. Chapter 1208, Texas Government Code, applies to
the issuance and delivery of the First Lien Bonds and the Second Lien Bonds and the pledge of
the Net Revenues granted under this Ordinance, and such pledge is therefore valid, effective, and

perfected.

Section _5.2_. Rates and Charges. So long as any Bonds remain Outstanding, the City
shall fix, charge, and collect rates and charges for the use and services of the System which are

calculated to be fully sufficient to produce Net Revenues in each Fiscal Year at least equal to the
greater of:

(a) 120% of the combined Debt Service Requirements scheduled to occur in such
Fiscal Year on all Previous Ordinance Bonds and First Lien Bonds then Outstanding, or

(b) 110% of the combined Debt Service Requirements scheduled to occur in such
Fiscal Year on all Previous Ordinance Bonds, First Lien Bonds, and Second Lien Bonds then
Outstanding,

plus an amount equal to the sum of all deposits required to be made to the First Lien Bond
Reserve Fund and to the Second Lien Bond Reserve Fund in such Fiscal Year; provided that in
calculating the Net Revenues required by paragraphs (a) and (b) above all or any portion of such
Net Revenues that exceed 100% of the combined Debt Service Requirements may be attributed
to amounts on deposit in the General Purpose Fund that are available to pay Debt Service
Requirements pursuant to Section 5.9(c) of this Ordinance, and provided further that in no event
shall Net Revenues ever be less than the amount required to establish and maintain the First Lien
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Bond Interest and Sinking Fund and the First Lien Bond Reserve Fund as hereinafter provided,
to establish and maintain the Second Lien Bond Interest and Sinking Fund and the Second Lien
Bond Reserve Fund as hereinafter provided and, to the extent that funds for such purpose are not
otherwise available, to pay all other Outstanding Obligations payable from the Net Revenues of
the System, including all amounts owed as a repayment obligation by the City pursuant to a

Reserve Fund Surety Policy or a Credit Agreement, as and when the same become due.

Effective for monthlybilling cycles for the System commencing on April 1, 2005 and on

April 1 of each year thereafter and subject to the terms of existing contracts, the requirements of
the immediately preceding paragraph of this Section 5.2, applicable Texas law and the authority
of the City Council of the City to adopt other rates and charges, rates and charges for the use and

services of the System shall be adjusted based on the percentage change (if any) in the
Designated Index or other appropriate index for the preceding calendar year. The calculation
required by this Section 5.2 shall be made annually at the time City's Annual Budget for the
System is adopted and shall be included in the Annual Budget for the System.

Section 51 Special Funds. The following special Funds shall be established,
maintained and accounted for on the books of the City as hereinafter provided so long as any of
the Bonds or other Obligations remain Outstanding:

(a) . Revenue Fund;

(b) First Lien Bond Interest and Sinking Fund;

(c) First Lien Bond Reserve Fund;

(d) Second Lien Bond Interest and Sinking Fund;

(e) Second Lien Bond Reserve Fund;

(f) Third Lien Obligation Interest and Sinking Fund;

(g) Third Lien Obligation Reserve Fund (if and when required);

(h) Fourth Lien Obligation Interest and Sinking Fund (if and when required);

(i) Fourth Lien Obligation Reserve Fund (if and when required);

(j) Interest and Sinking Funds and Reserve Funds for any additional Obligations that
will be junior and subordinate to Fourth Lien Obligations (if and when required); and

(k) General Purpose Fund.

All of such Funds shall be maintained as separate accounts on the books of the City. The
First Lien Bond Interest and Sinking Fund and the First Lien Bond Reserve Fund shall constitute
trust funds which shall be held in trust for the Owners of the First Lien Bonds (and parity
Obligations, if any, under Qualified Hedge Agreements and Credit Agreements) and the
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proceeds of which (except for interest income, which shall be transferred to the Revenue Fund)
shall be pledged to the payment of the First Lien Bonds and such parity Obligations. The Second
Lien Bond Interest and Sinking Fund and the Second Lien Bond Reserve Fund shall constitute '

trust funds which shall be held in trust for the benefit of the Owners of the Second Lien Bonds
(and parity Obligations, if any, under Qualified Hedge Agreements and Credit Agreements) and

the proceeds of which (except for interest income, which shall be transferred to the Revenue
Fund) shall be and are hereby pledged to the payment of the Second Lien Bonds and such parity
Obligations. All of the Funds named above shall be used solely as herein provided so long as

any First Lien Bonds or Second Lien Bonds or such parity Obligations remain Outstanding. The
City reserves the right to establish, maintain, and account for on the books of the City such
additional funds and accounts as may be necessary or desirable in the efficient administration of
the System and flow of funds governing all Outstanding Obligations.

Section 5A Flow of Funds. After making any Required Payments in accordance with
the terms of the Previous Ordinance, Gross Revenues of the System shall be deposited as

collected into the Revenue Fund and shall be applied (i) to pay Maintenance and Operation
Expenses, to the extent not already paid, and (ii) to establish and maintain an operating reserve
equal to two month's budgeted Maintenance and Operation Expenses. The remaining balance,
together with Restricted Receipts, shall be applied in the followingmanner and in the following
order of priority:

(a) First, to make all deposits into the First Lien Bond Interest and Sinking Fund
required by Section 5.5 hereof or any Supplemental Ordinance authorizing the
issuance of First Lien Bonds;

(b) Second, to make all deposits into the First Lien Bond Reserve Fund required by
Section 5.6 hereof or any Supplemental Ordinance authorizing the issuance of
First Lien Bonds;

(c) Third, to make all deposits into the Second Lien Bond Interest and Sinking Fund
required by Section 5.7 hereof or any Supplemental Ordinance authorizing the
issuance of Second Lien Bonds;

(d) Fourth, to make all deposits into the Second Lien Bond Reserve Fund required by
Section 5.8 hereof or any Supplemental Ordinance authorizing the issuance of
Second Lien Bonds;

(e) Fifth, to make all payments and deliveries, as may be required by any
Supplemental Ordinance of the City authorizing the issuance of certain Third Lien
Obligations authorized by Section 6.2 hereof, in order to provide for the payment
of and security for such Third Lien Obligations;

(f) Sixth, to make all payments and deliveries, as may be required by any
Supplemental Ordinance of the City authorizing the issuance of certain Fourth
Lien Obligations described in Section 6.2 hereof, in order to provide for the
payment of and security for such Fourth Lien Obligations; and
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Additional First Lien Bonds that are Reserve Fund Participants shall be made by not later than
60 months from the date of issuance of such Additional First Lien Bonds. After such amount has

accumulated in the First Lien Bond Reserve Fund and so long thereafter as such Fund contains
such amount, no further deposits shall be required to be made into the First Lien Bond Reserve
Fund, and any excess amounts in such Fund may be transferred to the Revenue Fund. But if and

whenever the balance in the First Lien Bond Reserve Fund is reduced below such amount,
monthly deposits into such Fund shall be resumed and continued in amounts at least equal to

one-sixtieth (1/60th) of the Reserve Fund Requirements on the First Lien Bonds until the First
Lien Bond Reserve Fund has been restored to such amount. The First Lien Bond Reserve Fund
shall be used to pay the principal of and interest on the First Lien Bonds that are Reserve Fund
Participants (and parity Obligations, if any, under Qualified Hedge Agreements and Credit
Agreements) at any time when there is not sufficient money available in the First Lien Bond
Interest and Sinking Fund for such purpose and it may be used finally to pay and retire the last

First Lien Bonds that are Reserve Fund Participants to mature or be redeemed.

The requirements of the immediately preceding paragraph of this Section
notwithstanding, the City may provide a Reserve Fund Surety Policy issued in amounts equal to

all or part of the Reserve Fund Requirements on the First Lien Bonds that are Reserve Fund
Participants in lieu of depositing cash into the First Lien Bond Reserve Fund. In the event a

Reserve Fund Surety Policy issued to satisfy all or a part of the City's obligation with respect to

the First Lien Bond Reserve Fund causes the amount then on deposit in the First Lien Bond
Reserve Fund to exceed the Reserve Fund Requirements on all First Lien Bonds, the City may
transfer such excess amount to any fund or funds established for the payment of or security for
First Lien Bonds, the Second Lien Bonds, or any Third Lien Obligations or Fourth Lien
Obligations (including any escrow established for the final payment of any such Obligations
preceding an Interest Payment Date pursuant to Chapter 1207, Texas Government Code), or to

the General Purpose Fund.

Section E Second Lien Bond Interest and Sinking Fund. On or before the last

business day immediately preceding (i) an Interest Payment Date, so long as any Second Lien
Bonds remain Outstanding, and (ii) on any date when any payment is due and payable under a

Qualified Hedge Agreement relating to Second Lien Bonds, there shall be transferred into the

Second Lien Bond Interest and Sinking Fund from the Revenue Fund the followingamounts:

(a) such amounts as will be sufficient to pay the amount required to pay the amount
of interest scheduled to become due on the Second Lien Bonds on such Interest
Payment Date; plus

(b) such amounts, if any, as will be sufficient to pay the amount of the next maturing
principal of the Second Lien Bonds due on such Interest Payment Date, including
the principal amounts of, and any redemption premiums on, any Second Lien
Bonds payable as a result of the operation or exercise of any mandatory or
optional redemption provision contained in any Supplemental Ordinance
authorizing the issuance of Additional Second Lien Bonds; plus

45341513.20 gg



(c) such amounts, if any, shall be necessary to pay fees, charges, and other amounts
payable to any and all of the Paying Agent/Registrar, and any auction agent,
market agent, broker/dealer, remarketing agent, Credit Agreement provider, or

Qualified Hedge Agreement provider which, by the terms of their agreements
with the City, are payable from the Second Lien Bond Interest and Sinking Fund.

Moneys credited to the Second Lien Bond Interest and Sinking Fund shall be used solely
for the purpose of paying interest on, principal (at maturity or prior redemption or to purchase
Second Lien Bonds issued as term bonds in the open market to be credited against mandatory
redemption requirements) of and redemption premiums on the Second Lien Bonds, plus all fees,

charges, and other amounts payable to any and all of the Paying Agent/Registrar, and any
auction agent, market agent, broker/dealer, remarketing agent, Credit Agreement provider, or

Qualified Hedge Agreement provider which, by the terms of their agreements with the City, are

payable frorn the Second Lien Bond Interest and Sinking Fund. On or before each principal
becomes due and/or Interest Payment Date on the Second Lien Bonds, the City shall transfer
from the Second Lien Bond Interest and Sinking Fund to the Paying Agent/Registrar in
immediately available funds an amount equal to the principal and interest payable on the Second
Lien Bonds on such date.

The Paying Agent/Registrar shall totally destroy all paid Second Lien Bonds and shall
provide the City with an appropriate certificate of destruction.

Section R Second Lien Bond Reserve Fund. On or before the last Business Day of
each month so long as any Second Lien Bonds that are Reserve Fund Participants remain
Outstanding, there shall be transferred into the Second Lien Bond Reserve Fund from the
Revenue Fund amounts equal to at least one-sixtieth (1/60th) of the Reserve Fund Requirements
for the Second Lien Bonds unless or until there has been accumulated in the Second Lien Bond
Reserve Fund money and investments in an aggregate amount at least equal to the Reserve Fund
Requirements for the Second Lien Bonds; provided that additional deposits into the Second Lien
Bond Reserve Fund sufficient to provide for the increased Reserve Fund Requirements resulting
from the issuance of any Additional Second Lien Bonds that are Reserve Fund Participants shall
be made by not later than 60 months from the date of issuance of such Additional Second Lien
Bonds. After such amount has accumulated in the Second Lien Bond Reserve Fund and so long
thereafter as such Fund contains such amount, no further deposits shall be required to be made
into the Second Lien Bond Reserve Fund, and any excess amounts in the Fund may be

transferred to the Revenue Fund. But if and whenever the balance in the Second Lien Bond
Reserve Fund is reduced below such amount, monthly deposits into such Fund shall be resumed
and continued in amounts at least equal to one-sixtieth (1/60th) of the Reserve Fund
Requirements on the Second Lien Bonds until the Second Lien Bond Reserve Fund has been
restored to such amount. The Second Lien Bond Reserve Fund shall be used to pay the principal
of and interest on the Second Lien Bonds that are Reserve Fund Participants (and parity
Obligations, if any, under Qualified Hedge Agreements and Credit Agreements) at any time
when there is not sufficient money available in the Second Lien Bond Interest and Sinking Fund
for such purpose and it may be used finally to pay and retire the last Second Lien Bonds that are

Reserve Fund Participants to mature or be redeemed.
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The requirements of the immediately preceding paragraph of this Section
notwithstanding, the City may provide a Reserve Fund Surety Policy issued in amounts equal to

all or part of the Reserve Fund Requirements on the Second Lien Bonds that are Reserve Fund
Participants in lieu of depositing cash into the Second Lien Bond Reserve Fund. In the event a

Reserve Fund Surety Policy issued to satisfy all or a part of the City's obligation with respect to

the Second Lien Bond Reserve Fund causes the amount then on deposit in the Second Lien Bond
Reserve Fund to exceed the Reserve Fund Requirements on all Second Lien Bonds, the City may
transfer such excess amount to any fund established for the payment of or security for First Lien
Bonds, the Second Lien Bonds, or any Third Lien Obligations or Fourth Lien Obligations
(including any escrow established for the final payment of any such obligations pursuant to

Chapter 1207, Texas Government Code), or to the General Purpose Fund.

Section a General Purpose Fund. Subject to the payment to the provider of a

Reserve Fund Surety Policy of any interest on amounts advanced and any expenses incurred
under the Reserve Fund Surety Policy required to be paid pursuant to an agreement between the

City and the provider of such Reserve Fund Surety Policy, and subject to the provisions of
Sections 5.5, 5.6, 5.7, and 5.8 hereinabove in this Article, from any moneys remaining in the

Revenue Fund, at least annually within 90 days followingthe end of each Fiscal Year, there shall
be set aside and credited to the General Purpose Fund, the remaining revenues in the Revenue
Fund. Moneys accounted for in the General Purpose Fund, subject to any limitations herein or in
any other contract pertaining to such account, may be withdrawn in any priority for any one, all,
or any combination of the following:

(a) Capital Costs. To pay the costs of constructing or otherwise acquiring any
betterments of, enlargement of, extensions of, or any other improvements to the System,
or any part thereof, and any equipment therefor, authorized by law;

(b) Maior Maintenance Costs. To pay the costs of extraordinary and major
repairs, renewals, replacements, or maintenance items pertaining to any properties of the

System of a type not recurring annually or at shorter intervals and not paid as

Maintenance and Operation Expenses;

(c) Debt Service Requirements. To pay any Bonds or other Obligations or
securities pertaining to the System and payable from Net Revenues (regardless of
whether such securities are secured by a lien thereon), as to Debt Service Requirements
and any other appurtenant charge pertaining to such Debt Service Requirements on any
Interest Payment Date, or any redemption date or redemption dates, or by purchase in the

open market, or by creating an escrow to provide for the payment of or to defease such

Bonds, other Obligations or securities or otherwise;

(d) Legal Obligations. To pay any obligations pertaining to the System and

arising from a judgment against the City or any officer, employee, or other agent of the

City acting within the scope of his official duties, rights, or privileges, or the scope of his

employment, as the case may be, in any suit, action, or special proceedings in equity or at

law, in any court of competent jurisdiction, or a settlement by the City of any claim to

avoid or to settle such a suit, action, or special proceedings, except to the extent revenues
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are otherwise available to defray such an obligation, including, without limitation,
insurance proceeds, or to pay any penalties, fines, settlements or other amounts required
to be paid by the City as a result of federal or state administrative proceedings relating to

the System;

(e) Assumed and Other Obligations. To pay any bonds or other obligations assumed by

the City which were issued or incurred by water districts annexed and dissolved by the City, which
bonds or other obligations are by their own terms secured in whole or in part by a pledge of water or

sewer revenues which did not terminate upon the annexation and dissolution of such water districts,
and other bonds or obligations issued or assumed by the City for combined utility system purposes
which are payable from ad valorem taxes or sources other than the First Lien Bond Interest and

Sinking Fund, the First Lien Bond Reserve Fund, the Second Lien Bond Interest and Sinking Fund, or

the Second Lien Bond Reserve Fund;

(f) Lawful System Purposes. For any other lawful purpose of the System as the City
may determine; and

(g) Drainage Purposes. For planning, design, construction, regulation, improvement,
repair, maintenance, and operation of facilities and programs relating to the system or network of
storm water management facilities including, but not limited to, inlets, conduits, manholes, channels,
ditches, drainage easements, retention and detention basin, infiltration facilities, and other
components, including, without limitation, the costs of developing, implementing, and enforcing a

storm water management program to reduce the discharge of pollutants from the City's storm sewer

system and protect water quality, and the costs related to obtaining, renewing, or maintaining any
required permits related to the operation of the storm sewer system, and also including payment of

debt service on bonds, notes, or other obligations issued for the purposes listed in this paragraph (g);
provided that the aggregate amount withdrawn from the General Purpose Fund pursuant to this
paragraph (g) during any Fiscal Year shall not exceed 8% of the Gross Revenues of the System for the

immediately preceding Fiscal Year.

Section 5.10. Application of General Purpose Fund. Moneys shall be withdrawn from the General
Purpose Fund for any one, all, or other combination of such purposes designated in Section 5.9 hereof in the
same manner that other claims against the System are presented and paid. Amounts in the General Purpose
Fund at the beginning of a Fiscal Year which are deposited into the Revenue Fund in that Fiscal Year are

Gross Revenues for the Fiscal Year in which such amounts are deposited into the Revenue Fund.

Section 5.11. Investment of Funds; Transfer of Investment Income. (a) Money in the
Revenue Fund, the First Lien Bond Interest and Sinking Fund, the First Lien Bond Reserve
Fund, the Second Lien Bond Interest and Sinking Fund, the Second Lien Bond Reserve Fund,
and the General Purpose Fund may, at the option of the City, be invested in investments as

permitted by state law, consistent with the City's investment policy; 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, and provided further that in no event
shall such deposits or investments of moneys in the First Lien Bond Reserve Fund or the Second
Lien Bond Reserve Fund mature later than the final maturity date of the First Lien Bonds or the
Second Lien Bonds, as the case may be. All such investments shall be valued in terms of current
market value no less frequently than the last Business Day of the City's Fiscal Year, except that
any direct obligations of the United States of America - State and Local Government Series may
be continuously valued at their par value or principal face amount. Any obligation in which
money is so invested shall be kept and held in an official depository of the City, except as

hereinafter provided. For purposes of maximizing investment returns, money in such funds may
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be invested, together with money in other funds or with other money of the City, in common
investments of the kind described above, or in a common pool of such investments which shall
be kept and held at an official depository of the City, which shall not be deemed to be or
constitute a commingling of such money or funds provided that safekeeping receipts or
certificates of participation clearly evidencing the investment or investment pool in which such
money is invested and the share thereof purchased with such money or owned by such fund are

held by or on behalf of each such fund. If necessary, such investments shall be promptly sold to

prevent any default.

(b) All interest and income derived from such deposits and investments shall be

credited to the Revenue Fund monthly, and shall constitute Gross Revenues of the System.

Section 5.12. Security for Uninvested Funds. So long as any Bonds remain
Outstanding, all uninvested moneys on deposit in, or credited to, the Revenue Fund, the First
Lien Bond Interest and Sinking Fund, the First Lien Bond Reserve Fund, the Second Lien Bond
Interest and Sinking Fund, the Second Lien Bond Reserve Fund, and the General Purpose Fund
shall be secured by the pledge of security as provided by law for cities in the State of Texas.

Section 5.13. Reservation of Right to Issue Board Bonds on a Parity with Previous
Ordinance Bonds. The City reserves the right to issue Board Bonds at any time and from time to

time to the Texas Water Development Board on a parity with the Previous Ordinance Bonds,
anything in this Ordinance or any Supplemental Ordinance to the contrary notwithstanding.
Except for the right to issue the Board Bonds, the City hereby covenants and agrees not to issue

any bonds or other obligations under the terms of the Previous Ordinance.

ARTICLE VI

ADDITIONAL BONDS AND OTHEROBLIGATIONS

Section _6_._1. Additional First Lien Bonds and Additional Second Lien Bonds. The City
reserves the right to issue, for any lawful System purpose, including the refunding of any
previously issued First Lien Bonds, Second Lien Bonds, Previous Ordinance Bonds, or any other
bonds or obligations of the City issued in connection with the System or payable from Net
Revenues, or to pay obligations incurred under or pursuant to any Credit Agreement or Qualified
Hedge Agreement, one or more series of (i) Additional First Lien Bonds on a parity with the
Outstanding First Lien Bonds payable from, and secured by a first lien on, the Net Revenues of
the System senior and superior to the lien securing the Second Lien Bonds; and (ii) Additional
Second Lien Bonds on a parity with the Outstanding Second Lien Bonds; provided, however,
that no Additional First Lien Bonds or Additional Second Lien Bonds may be issued unless:

(a) The First Lien Bond Reserve Fund (and, for the issuance of Additional Second
Lien Bonds, the Second Lien Bond Reserve Fund) each contains the amount of
money then required to be on deposit therein;

(b) For either the preceding Fiscal Year or any consecutive 12-month period out of
the 18-month period immediately preceding the month in which the Supplemental
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Ordinance authorizing such Additional First Lien Bonds or Additional Second
Lien Bonds, as the case may be, is adopted (the "Base Period") either:

(1) Net Revenues are certified by the City Controller of the City to have been
equal to not less than the greater of (A) 120% of the combined Maximum
Annual Debt Service Requirements on all First Lien Bonds and any
Previous Ordinance Bonds or (B) 110% of the combined Maximum
Annual Debt Service Requirements on all First Lien Bonds, Second Lien
Bonds, and any Previous Ordinance Bonds, after giving effect to the
issuance of the Additional First Lien Bonds or Additional Second Lien
Bonds to be issued; or

(2) Net Revenues, adjusted to give effect to any rate increase, new customers,
or annexation of territory placed into effect or consummated prior to the
adoption of the ordinance authorizing the Additional First Lien Bonds or
Additional Second Lien Bonds, as the case may be, to the same extent as if
such rate increase, new customers, or annexation had been placed into
effect or consummated prior to the commencement of the Base Period,
would have been equal to at least the greater of (A) or (B) in paragraph (1)
above, as certified by an independent consulting engineer or independent
firm of consulting engineers;

provided that all or any portion of the Net Revenues required by clauses (1) and

(2) of paragraph (b) above that exceed 100% of the Maximum Annual Debt
Service Requirements may be attributed to amounts on deposit in the General
Purpose Fund that are available to pay Debt Service Requirements pursuant to

Section 5.9(c) of this Ordinance; provided, further, that this requirement shall not
apply to the issuance of any series of Additional Second Lien Bonds for the
purpose of refunding Outstanding First Lien Bonds, or to the issuance of any
series of Additional First Lien Bonds or Additional Second Lien Bonds for
refunding purposes, that will not have the result of increasing the Average Annual
Debt Service Requirements on the First Lien Bonds or the Second Lien Bonds;
and

(c) Provision is made in the Supplemental Ordinance authorizing the Additional First
Lien Bonds or Additional Second Lien Bonds then proposed to be issued for
(1) additional payments into the First Lien Bond Interest and Sinking Fund or
Second Lien Bond Interest and Sinking Fund, as the case may be, sufficient to

provide for the payment of the increased principal of and interest on the First Lien
Bonds or Second Lien Bonds resulting from the issuance of such Additional First
Lien Bonds or Additional Second Lien Bonds, and (2) additional payments into
the First Lien Bond Reserve Fund or Second Lien Bond Reserve Fund, as the case

may be, sufficient to provide for the accumulation therein of the increased
Reserve Fund Requirements resulting from the issuance of such Additional First
Lien Bonds or Additional Second Lien Bonds, by not later than 60 months from
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the date of issuance of such Additional First Lien Bonds or Additional Second
Lien Bonds.

(d) Special Provisions for Refunding Short Term Obligations. The provisions of
paragraph (b) above shall not apply to the issuance of Additional First Lien Bonds
for the purpose of refunding Short Term Obligations issued as First Lien Bonds or
the issuance of Additional Second Lien Bonds for the purpose of refunding Short
Term Obligations issued as First Lien Bonds or Second Lien Bonds.

(e) Special Provisions for Credit Agreements. The City may enter into Credit
Agreements with respect to any Bonds or Qualified Hedge Agreements if:

(i) prior to entering into such Credit Agreement, the City, to the extent
required by law, shall cause the proceedings authorizing the Credit Agreement
and any contracts or reimbursement agreements relating thereto to be submitted to

and approved by the Attorney General of Texas; and

(ii) for any Credit Agreement that obligates the City to make any
future payments for the availability of such Credit Agreement, the City's financial
advisor must certify in a written certificate delivered to the City that the inclusion
of such payments within the Debt Service Requirements on the Bonds or
Qualified Hedge Agreement to which the Credit Agreement relates will not cause

such Bonds or Qualified Hedge Agreement to fail to comply with the applicable
coverage requirements for their issuance or incurrence; and

The issuer of any Credit Agreement shall be entitled to be subrogated to the rights
of the Owners of the Bonds or the counterparty to the Qualified Hedge Agreement
secured by such Credit Agreement, and the City's reimbursement and repayment
obligations to the issuer of the Credit Agreement shall be secured by Net
Revenues as herein provided.

(f) Special Provisions for Qualified Hedge Agreements. The City may enter into
Qualified Hedge Agreements in connection with any Bonds for any purpose
authorized by law if the following requirements are satisfied:

(i) the proceedings authorizing the Qualified Hedge Agreement and

any contracts or reimbursement agreements relating thereto shall, to the extent
required by law, be submitted to and approved by the Attorney General of Texas;
and

(ii) the City's financial advisor shall certify in a written certificate
delivered to the City that the Bonds to which the Qualified Hedge Agreement
relates could have been issued in satisfaction of all of the coverage requirements
of this Article Six if the Debt Service Requirements with respect to such Bonds
are recalculated (as provided in the definition of Debt Service Requirements) to

take into account the Qualified Hedge Agreement.
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Section R Short Term Obligations. The City reserves the right to issue, from time to

time, one or more series of Additional First Lien Bonds and/or Additional Second Lien Bonds in
accordance with Section 6.1 hereof as Short Term Obligations.

Section 6.3. Third Lien Obligations and Fourth Lien Obligations. The City reserves
the right to issue, for any lawful purpose, Third Lien Obligations secured in whole or in part by
liens on the Net Revenues that are junior and subordinate to the liens on Net Revenues securing
payment of the First Lien Bonds and the Second Lien Bonds. The City also reserves the right to

issue Fourth Lien Obligations secured in whole or in part by liens on Net Revenues that are

junior and subordinate to the liens on Net Revenues securing payment of First Lien Bonds,
Second Lien Bonds, and Third Lien Obligations.

Section a Supplemental Ordinance. Bonds payable from Net Revenues shall be

issued only after authorization thereof by a Supplemental Ordinance stating the purpose or
purposes of the issuance of such additional Bonds, directing the application of the proceeds
thereof to such purpose or purposes, directing the execution and authentication thereof, and

fixing and determining the date, principal amount, maturity or maturities, designation, and

numbers thereof, the maximum rate or the rate or rates of interest to be borne thereby, any prior
redemption privileges of the City with respect thereto, and other provisions thereof. Upon such
authorization such additional Bonds may at one time or from time to time be executed by and on

behalf of the City and authenticated and delivered by the City or upon its order. All additional
Bonds shall bear such date, shall bear such numbers and series designation, letters, or symbols
prefixed to their numbers distinguishing them from each other security, shall be payable at such
place or places, may be subject to redemption prior to maturity on such terms and conditions, and

shall bear interest at such rate or at such different or varying rates per annum, as may be fixed by
ordinance or other document of the City. Third Lien Obligations, Fourth Lien Obligations,
Qualified Hedge Agreements, and Credit Agreements shall be issued pursuant to Supplemental
Ordinances or pursuant to separate ordinances that shall provide for the timing of transfer from
the Revenue Fund to the debt service funds and reserve funds, if any, established for such
Obligations consistent with the order of priority set forth in Section 5.4 hereof.

Section Special Project Obligations. The City reserves the right to issue other
obligations secured by liens on and pledges of revenues and proceeds derived from Special
Projects.

ARTICLE VII

COVENANTSAND PROVISIONS
RELATING TO BONDS AND OTHEROBLIGATIONS

Section a Punctual Payment of Bonds and Other Obligations. The City covenants
that it will punctuallypay or cause to be paid the interest on and principal of all Bonds and other
Obligations according to the terms thereof and will faithfully do and perform, and at all times
fully observe, any and all covenants, undertakings, stipulations and provisions contained in this
Ordinance and in any Supplemental Ordinance authorizing the issuance of such Bonds and other
Obligations.
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Section 2 Power to Own and Operate System; Ratemaking Power. The City
covenants that it currently owns the System and has all necessary power and authority to own
and operate the System as herein described and provided and that it possesses, and shall exercise,
all necessary power and authority to establish, fix, increase, impose and collect rates and charges
for the use and services of the System in the amounts required to comply with the covenants and

provisions contained herein.

Section 2 Maintenance of System. So long as any Bonds or other Obligations
remain Outstanding, the City covenants that it will at all times maintain the System, or within the

limits of its authority cause the same to be maintained, in good condition and working order and

will operate the same, or cause the same to be operated, in an efficient and economical manner at

a reasonable cost and in accordance with sound business principles. In operating and

maintaining the System, the City will comply with all contractual provisions and agreements
entered into by it and with all valid rules, regulations, directions or orders of any governmental,
administrative or judicial body promulgating same, noncompliance with which would materially
and adversely affect the operation of the System.

Section 7._4_. Sale or Encumbrance of System. So long as any Bonds remain
Outstanding, the City covenants that it will not sell, dispose of or, except as permitted in
Article VI, further encumber the System; provided, however, that this provision shall not prevent
the City from disposing of any portion of the System which is being replaced or is deemed by the

City to be obsolete, worn out, surplus or no longer needed for the proper operation of the System.
Net proceeds from any such disposition may be deposited in the General Purpose Fund. Any
agreement pursuant to which the City contracts with a person, corporation, municipal
corporation, political subdivision or other entity to operate the System or to lease and/or operate
or to lease and lease back to the City all or part of the System shall not be considered as an

encumbrance of the System.

Section R Insurance. The City covenants that it will keep the System insured with
insurers of good standing against risks, accidents or casualties against which and to the extent
customarily insured against by political subdivisions of the State of Texas operating similar
properties, to the extent that such insurance is available. All net proceeds of such insurance may
be applied to repair or replace the insured property that is damaged or destroyed, or may be

deposited in the General Purpose Fund. The cost of all such insurance, together with any
additional insurance, shall be a part of the Maintenance and Operation Expenses.

Section & Accounts, Records, and Audits. So long as any Bonds or other
Obligations remain Outstanding, the City covenants that it will maintain a proper and complete
system of records and accounts pertaining to the operation of the System in which full, true and

proper entries will be made of all dealings, transactions, business and affairs which in any way
affect or pertain to the System or the Gross Revenues or the Net Revenues thereof. The City
shall after the close of each Fiscal Year prepare financial statements of the System, and have
those financial statements audited by an independent certified public accountant or independent
firm of certified public accountants. After the audit, the City shall furnish a copy of these

audited financial statements, together with the independent certified public accountant's report
thereon, without cost, to the Municipal Advisory Council of Texas, each Rating Agency then
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rating the Bonds, the Texas Water Development Board, and any Owners of Bonds who shall
request the same. All expenses incurred in preparing such audits shall be Maintenance and

Operation Expenses.

Section E Competition. To the extent it legally may, the City covenants that it will
not grant any franchise or permit for the acquisition, construction or operation of any competing
facilities which might be used as a substitute for the System and will prohibit the operation of
any such competing facilities to the extent that such competing facilities would impair the City's
ability to pay principal of or interest on the Bonds or other Obligations.

Section 2 Pledge and Encumbrance of Net Revenues. The City covenants that it has

the lawful power to create a lien on and to pledge the Net Revenues to secure the payment of the
Obligations, and has lawfullyexercised such power under the Constitution and laws of the State
of Texas. The City further covenants that, other than to the payment of the Obligations, the Net
Revenues are not and will not be made subject to any other lien, pledge or encumbrance to

secure the payment of any debt or obligation of the City, unless such lien, pledge or
encumbrance is junior and subordinate to the lien and pledge securing payment of the
Obligations.

Section '71 Covenants with Respect to Certain Assumed Water District Bonds. So

long as any Bonds or other Obligations remain Outstanding, the City covenants as follows:

(a) To the extent it legally may, the City will impose, and strictly enforce, the
requirement upon all water districts located within the City's extraterritorial
jurisdiction that any bonds or obligations issued or incurred by such water
districts which are secured in whole or in part by pledges of or liens on water or
sewer revenues shall provide that all such pledges of and liens on water or sewer
revenues shall automatically terminate upon the annexation and dissolution of the
district by the City;

(b) The City shall use its best efforts to redeem, refund, or defease all annexed water
district bonds assumed by the City which by their own terms are secured in whole
or in part by pledges of or liens on water or sewer revenues which do not
terminate upon annexation and dissolution by the City of such water district, or

otherwise to provide for the discharge of such pledges or liens on water or sewer
revenues; and

(c) Pursuant to Section 43.075, Texas Local Government Code, the City shall, unless
it has theretofore made adequate provision for the payment thereof, annually levy
and cause to be collected taxes upon all taxable property of the City sufficient to

pay principal of and interest, as they respectively become due and payable, on all

assumed bonds, warrants and other obligations that were issued by water districts
that have been annexed to, and dissolved by, the City, and which are by their own
terms secured in whole or in part by a lien on or pledge of water or sewer
revenues which did not terminate upon the annexation and dissolution by the City
of such water district.
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Section 7.10. Bondholders Rights and Remedies. This Ordinance shall constitute a

contract between the City and the Owners of the Bonds from time to time Outstanding and this

Ordinance shall be and remain irrepealable until the Bonds and the interest thereon shall be fully
paid or discharged or provision therefor shall have been made as provided herein. In the event of
a default in the payment of the principal of or interest on any of the Bonds or a default in the

performance of any duty or covenant provided by law or in this Ordinance, the Owner or Owners
of any of the Bonds may pursue all legal remedies afforded by the Constitution and laws of the

State of Texas to compel the City to remedy such default and to prevent further default or

defaults. Without in any way limiting the generality of the foregoing, it is expressly provided
that any Owner of any of the Bonds may at law or in equity, by suit, action, mandamus, or other
proceedings, enforce and compel performance of all duties required to be performed by the City
under this Ordinance, including the making and collection of reasonable and sufficient rates and

charges for the use and services of the System, the deposit of the revenues thereof into the

special funds herein provided, and the application of such revenues in the manner required in this

Ordinance. A Supplemental Ordinance may provide that, so long as an issuer of a municipal
bond insurance policy shall not have defaulted in its payment obligations under such policy with
the City insuring a portion of the Bonds, such issuer shall, under the terms of this Ordinance, at

all times be deemed to be the exclusive owner of such Bonds for the purpose of all approvals,
consents, waivers or institutions of any action and the direction of all remedies.

Section 7.11. Defeasance. The City may defease the provisions of this Ordinance and

discharge its obligation to the Owners of any or all of the Bonds or other Obligations to pay
principal, interest and redemption premium, if any, thereon in any manner permitted by law,
including by depositing with the Paying Agent/Registrar, or if authorized by Texas law with any
national or state bank having trust powers and having combined capital and surplus of at least

$50 million or with the Comptroller of Public Accounts of the State of Texas (or any successor
office) either: (a) cash in an amount equal to the principal amount and redemption premium, if
any, of such Bonds or other Obligations plus interest thereon to the date of maturity or
redemption, or (b) pursuant to an escrow or trust agreement, cash and/or securities authorized by

§ 1207.062 of the Texas Government Code, as amended at the time of issuance of such series of
Bonds or Obligations. Such deposits may be invested only in obligations described above that
are in principal amounts and maturities and bear interest at rates sufficient to provide for the

timely payment of the principal amount and redemption premium, if any, of such Bonds or other
Obligations plus interest thereon to the date of maturity or redemption. Upon such deposit and

upon receipt of an opinion of nationally recognized bond counsel to the effect that such Bonds or

Obligations are deemed to be fully paid and are no longer outstanding, such Bonds or other
Obligations shall no longer be regarded to be Outstanding or unpaid. Any surplus amounts not
required to accomplish such defeasance shall be returned to the System after the Obligations are

retired. Payments of principal of and interest on any Bonds or other Obligations made by a

provider of a Credit Agreement insuring a portion of the Bonds or other Obligations shall not be

deemed to have been paid hereunder and such Bonds or other Obligations shall continue to be

Outstanding until paid by the City.

Section 7.12. Legal Holidays. Unless otherwise provided for in a Supplemental
Ordinance, in any case where the date of maturity of interest on or principal of the Bonds or

other Obligations or the date fixed for redemption of any Bonds or other Obligations shall be in
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the City a legal holiday or a day on which the Paying Agent/Registrar for the Bonds or other
Obligations is authorized by law to close, then payment of interest or principal need not be made
on such date but may be made on the next succeeding day not in the City a legal holiday or a day
on which such Paying Agent/Registrar is authorized by law to close with the same force and

effect as if made on the date of maturity or the date fixed for redemption and no interest shall
accrue for the period from the date of maturity or redemption to the date of actual payment.

Section 7.13. No Recourse Against City Officials. No recourse shall be had for the

payment of principal of or interest on any Bonds or other Obligations or for any claim based
thereon or on this Ordinance against any official of the City or any person executing any Bonds
or other Obligations.

Section 7.14. Amendment of Ordinance Without Consent. The City may, without the

consent of or notice to any of the Owners, amend this Ordinance and any Supplemental
Ordinance for any one or more of the followingpurposes:

(a) to cure any ambiguity, defect, omission or inconsistent provision in this
Ordinance or in the Bonds; or to comply with any applicable provision of law or
regulation of federal agencies; provided, however, that such action shall not
adversely affect the interests of the Owners of the Bonds;

(b) to grant to or confer upon the Owners of the Bonds any additional rights,
remedies, powers or authority that may lawfullybe granted to or conferred upon
the Owners of the Bonds;

(c) to add to the covenants and agreements of the City contained in this Ordinance
other covenants and agreements of, or conditions or restrictions upon, the City or
to surrender or eliminate any right or power reserved to or conferred upon the
City in this Ordinance;

(d) to subject additional revenues to the lien and pledge of this Ordinance;

(e) to provide for the issuance of Adjustable Rate Obligations, Short Term
Obligations, or Refundable Obligations;

(f) to authorize Credit Agreements and Qualified Hedge Agreements with respect to

Outstanding Bonds;

(g) to provide for the continued tax exemption for any Outstanding Bonds;

(h) to provide for the continued exemption from registration of any Outstanding
Bonds under the federal securities laws; or

(i) to permit other utility systems provided for in Chapter 1502 of the Texas
Government Code, as amended, to be combined with the System.
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Section 7.15. Amendment to Ordinance Requiring Consent. The City may, with the

consent of Owners holding a majority in aggregate principal amount of the Bonds then
Outstanding affected thereby, amend, add to, or rescind any of the provisions of this Ordinance;
provided that, without the consent of all Owners of Outstanding Bonds, no such amendment,
addition, or rescission shall (1) extend the time or times of payment of the principal of, premium,
if any, and interest on the Bonds, or reduce the principal amount thereof, the redemption price
therefor, or the rate of interest thereon, (2) give any preference to any Bond over any other Bond,
or (3) reduce the aggregate principal amount of Bonds required to be held by Owners for consent
to any such amendment, addition, or rescission. For the purposes of this Section 7.15, the

Owners of the Bonds shall include the initial Owners regardless of whether such Bonds are being
held for subsequent resale.

Section 7.16. No Free Service. The City will not grant or permit any free service from
the System, except for public buildings and institutions operated by the City and properties
permitted to be exempt by state law. In addition, the City will not grant or permit any free
service from the System permitted by the previous sentence if to do so would violate any

condition or covenant to which the City is bound in connection with any federal grant agreement
or otherwise.

ARTICLE VIII

MISCELLANEOUS

Section _8_.1. Continuing Disclosure Obligations. The City's continuing disclosure
obligations, if any, under United States Securities and Exchange Commission Rule 15c2-12 with
respect to Obligations shall be set forth in the Supplemental Ordinance with respect to such

Obligations.

Section R Further Proceedings. The Mayor of the City, the City Controller of the

City and the City Secretary of the City and other appropriate officials of the City are hereby
authorized and directed to do any and all things necessary and/or convenient to catry out the

terms of this Ordinance. If requested by the Attorney General of Texas or his representatives,
the City Attorney or his designee may authorize such ministerial changes in the written text of
this Ordinance as are necessary to obtain the Attorney General's approval and as he determines
are consistent with the intent and purposes of this Ordinance, which determination shall be final.

Section R Severability. If any Section, paragraph, clause, or provision of this

Ordinance shall for any reason be held to be invalid or unenforceable, the invalidity or

unenforceabilityof such Section, paragraph, clause, or provision shall not affect any of the

remaining provisions of this Ordinance.

Section R Open Meeting. It is hereby found, determined and declared that a

sufficient written notice of the date, hour, place and subject of the meeting of the City Council at

which this Ordinance was adopted was posted at a place convenient and readily accessible at all

times to the general public at the City Hall of the City for the time required by law preceding this

meeting, as required by the Open Meetings Act, Chapter 551, Texas Government Code and that
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this meeting has been open to the public as required by law at all times during which this

Ordinance and the subject matter thereof has been discussed, considered and formally acted
upon. The City Council further ratifies, approves and confirms such written notice and the

contents and posting thereof.

Section Declaration of Emergency and of Public Security Authorization. It is

hereby officially found and determined that a case of emergency and urgent public necessity
exists which requires the holding of the meeting at which this Ordinance is passed and further
requires that this Ordinance be passed finally and take effect immediately on the date of its

introduction, such emergency and urgent public necessity being that the proceeds from the sale

of the Bonds are required as soon as possible and without delay for the purposes set forth herein.
It is further officially found and determined that this Ordinance is a public security authorization,
and therefore this Ordinance shall be effective immediately upon approval by the City Council
pursuant to Section 1201.028 of the Texas Government Code.

Section K Repealer. All ordinances, or parts thereof inconsistent herewith are hereby
repealed to the extent of such inconsistency.

[Execution Page Follows]
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PASSED AND APPROVED THIS day of , 2004.

Mayor
Approved as to Form:

Senior Kssistant City Attorney
(Requested by Jon C. Vanden Bosch
Director of Department of
Public Works and Engineering)
(L.D. File No. 0340300230001)

AYE NO ggg-
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EXHIBITA

TWDB Board Bonds

Outstanding Bonds as of June 1, 2004

Series Arnount
Outstanding

Junior Lien Revenue Bonds, Series 1994A $2,490,000
Junior Lien Revenue Bonds, Series 1994B $1,000,000
Junior Lien Revenue Bonds, Series 1996C $62,300,000
Junior Lien Revenue Bonds, Series 1996D $159,970,000
Junior Lien Revenue Bonds, Series 1997E $174,975,000
Junior Lien Revenue Bonds, Series 1999C $47,400,000
Junior Lien Revenue Bonds, Series 1999B $6,030,000
Junior Lien Revenue Bonds, Series 2000A $67,640,000
Junior Lien Revenue Bonds, Series 2002C $180,000
TOTAL $521,985,000

Board Bonds to be issued in the future:

Clean Water SRF Expiration Date Amount
Commitment Number Of Commitment
117100 None $19,460,000
124100 10-31-2004 $50,050,000
124800 10-31-2004 $24,935,000
127600 10-16-2004 $14,875,000
128200 12-11-2004 $71,770,000

Drinking Water SRF
118100 None $5,955,000

TOTAL $187,045,000
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la Mayor via City Secretary

REQUEST FOR COUNCIL ACTION

súbject:
Catfgor) /Pag 1 of 3 genda Item

larious interrelated actions related to restructuring the City's Water & Sewer debt and

>roviding additional funding for drainage improvements.

FROM (Departmentor other point of origin): Origination Date: Age

partment oLinanceandrAdministration

DIRECTOR'S SIGNATURE Council District(s) affected:

For additional information contact: Ñdy Gr huson 21-0125 Date and Identification of prior authorizing

Phone: Annise Parker 713/247-3098 Council Action:
N/A

RECOMMENDATION: (Summary)
Approve four ordinances as follows, in the order indicated:

1. Ordinance amending the current water and sewer ordinance in order to allow changes in the current flow of funds. /

2. Ordinance creating the new flow of funds and covenants related to the Combined Utility System (Master Ordinance).

3. Ordinance providing for the issuance of Series 2004 Combined Utility System Bonds, including approval of all financin d ents

(Supplemental Ordinance).

4. Ordinance limiting transfers from the General Purpose Fund created by the new master ordinance to stormwater and

purposes and amending previous ordinances related to transfers

Amount of Funding:
F&A Budget:

SOURCE OF FUNDING: [ ] General Fund ( ] Grant Fund [ ]
Enterprise fu d

[ ] Other (Specify)
SPECIFIC EXPLANATION:

The Finance Working Group recommends a restructuring of the City's Water & Sewer debt in order to provide present value savings,

minimize needed rate increases, modernize the City's bond covenants, and provide for enhanced drainage improvements. This plan of

fmance was discussed at the Fiscal Affairs and Management Initiatives Committee on March 30, 2004 and is recommended by the City's

fmancial advisor, Coastal Securities.

Amending Ordinance: The purpose of this ordinance is to amend the current ordinance for the Water and Sewer System in order to

accomplish changes necessary to install the new ordinance without refunding all of the existing bonds. In particular, the amending ordinance

deletes the requirement to make deposits into the current renewal and replacement fund and substitutes a requirement that funds be deposited

into the revenue fund to be established under the new master ordinance.

The effect of this amendment to the existing ordinance will be to give certain bonds that will not be refunded (the non-refunded bonds)

priority for debt service payments and to ensure that after providing for payment of debt service on the non-refunded bonds, net revenues are

used for debt service on the bonds issued under the new Master Ordinance. The Texas Water Development Board(as owner of the majority

of the non-refunded bonds) is being asked to consent to these changes at its board meeting April 21st. After this change, there will be no

other bonds issued pursuant to the "old" ordinance other than an additional $187 million in previously approved Texas Water Development

Board Bonds. Since the bonds remaining under the old ordinance (the non-refunded bonds) are limited, these bonds may be upgraded by one

or more of the rating agencies.

Master Ordinance: The Master Ordinance establishes the fundamental flow of funds and bondholder security provisions that have been

discussed with the City Council, the rating agencies, the bond insurers, and investment bankers. The Master Ordinance refers to the system as

a Combined Utility System in order to distinguish bonds issued under the new ordinance from the bonds issued under the previous ordinance.

The Combined Utility System consists of the water and sanitary sewer facilities.

o Lien Structure--the Master Ordinance allows for the issuance of debt in up to four lien levels, only two of which are expected to be

used in the near future, the first lien and the third lien.

REQUIRED AUTHORIZATION
F&A Director: Other Authorization: Other Authorization:
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Various interrelated actions related to restucturing the City's Water & Initials

Sewer debt and providing additional funding for drainage improvements.

o Flow of Funds-the water and sewer revenues will be deposited in the Water and Sewer Revenue Fund, and used first to pay Water

and Sewer operating expenses. Transfers must be made monthly to the debt service funds under the "old" ordinance, and used to

make the semiannual payments, with interest on June 1" and both principal and interest on December 1" each year on the non-

refunded bonds. Surety bonds are in place to cover the reserve requirements on the non-refunded bonds, Availablebalances at the

end of each month will be transferred to the Combined Utility System Revenue Fund, and used to pay debt service on bonds issued

under the new Master Ordinance, with interest due on varying dates, and principal payments due each May 156. Debt service reserve

funds must be maintained at 50% of the maximum annual debt service. These are expected to be covered with surety bonds, since

this is likely to be more cost-effective than maintaining cash reserves. Annually, available balances, those exceeding two months'

operating expenses, will be transferred to the General Purpose Fund, which will replace the renewal and replacement fund under the

old ordinance. The General Purpose Fund may be used for capital expenditures, payment of general obligation debt originally
issued for water or sewer purposes, and other water and sewer system needs. Money in the General Purpose Fund may also be used

for other purposes that are not water or sewer related, but only in an amount not to exceed 8% of the prior year's revenues each year.

o Rate Covenant and Additional Bonds Test-the City must set water and sewer rates and charges at levels sufficient to bring in net

revenues, (after payment of operating expenses) at least equal to 120% of the current year debt service payments for first lien bonds

and 110% of debt service payments for second lien bonds. Before the City may issue additional bonds, the net revenues for the

previous year must be at least 120% of the maximum amount of debt service payments for first lien bonds and 110% of the

maximum debt service payments for second lien bonds. (Rate increases implemented after the start of any such year may be

included in the calculation as if they had been in place during the full year in question.) For both the rate covenant and the

additional bonds test, limited amounts of unencumbered cash balances in the General Purpose fund may be counted along with net

revenues in meeting the coverage requirements.

o Automatic Rate Adjustment-The master ordinance provides for automatic rate adjustments annually on April 16' based on the

consumer price index for the Houston/Galveston/Brazoria area for the previous calendar year. This automatic rate adjustment in no

way limits the duty and the authority of the City Council to make appropriate determinations as to rates and charges.

The goal in designing the new flow of funds and security provisions was to increase flexibility, but at the same time to maintain the bond

ratings at their current level or better. Discussions with the rating agencies have indicated that this goal has been accomplished.

The Master Ordinance provides that each series of bonds and notes are to be issued subject to subsequent supplemental ordinances containing

the details of each specific financing.

Supplemental Ordinance: The first supplemental ordinance provides for the issuance of the bonds necessary to restructure the water & sewer

debt, including the following:
1. $1.8 billion in tax-exempt fixed rate refunding bonds.
2. $650 million in auction rate tax-exempt securities and a hedge agreement that "swaps" these variable rate payments to a fixed rate.

3. $750 million in auction rate taxable securities that will remain in variable rate mode and convert to tax-exempt securities at the call

date of the respective refunded bonds.
The above amounts are approximate, since market conditions at the time of pricing will determine the exact size. The City Council is asked

to approve a parameter sale, meaning that the Mayor and City Controller will approve the final transaction subject to meeting Council-

approved parameters. This is the City's established method of approving negotiated transactions. Approval of the supplemental ordinance

also approves the documents associated with the financing.

The investment banking team recommended for the first of the above items, (known as the "Series 2004A Bonds") will include Bear Stearns

& Co. Inc., Goldman, Sachs & Co., and UBS Financial Services, Inc. as co-book running managers; Piper Jaffray & Co. and Siebert

Brandford Shank & Co., LLC as co-senior managers; and Banc of America Securities LLC, Banc One Capital Markets, Citigroup, Cabrera

Capital.Markets Inc., First Albany Corporation, JPMorgan, Lehman Brothers, Loop Capital Markets, The Malachi Group Inc., Merrill Lynch,
Morgan Keegan, Morgan Stanley, RBC Dain Rauscher, and Ramirez & Co. Inc. as co-managers.

The tax-exempt series of auction rate bonds ("Series 2004B Bonds") will be issued through negotiations with the three co-book running

managers listed above.

The taxable series of auction rate bonds ("Series 2004C") will be issued through negotiations with JPMorgan and Lehman Brothers.

The swap transaction will be conducted through a competitive process from among Bear Stearns & Co Inc, Citigroup, Goldman Sachs & Co.,

JPMorgan, Lehman Brothers, and UBS Financial Services, Inc.
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Various interrelated actions related to restructuring the City's Water & Initials

Sewer debt and providing additional funding for drainage improvements.

Co-bond counsel on the transaction are Fulbright & Jaworski LLP and Burney & Foreman. Special disclosure counsel are Andrews Kurth

LLP and Bates & Coleman, P.C. The financial advisors are Coastal Securities and SBK-Brooks Investment Corp. and for matters pertaining

to hedging transactions, Swap Financial Group Inc.

Ordinance Creating a Dedicated Stormwater Fund: This ordinance renames the Stormwater Utility Fund and provides that all transfers out of

the General Purpose Fund for non-water or sewer purposes be deposited in this fund to be used only for stormwater and drainage purposes.

There are three remaining ordinances related to the overall financial plan for water, sewer, and stormwater funding, which will be presented

to City Council for approval during the next few weeks. These will be 1) the establishment of a new commercial paper program for the

Combined Utility System, replacing the current commercial paper programs, 2) the establishment of a new commercial paper program for

storm drainage capital projects, and 3) the issuance of bonds to the Texas Water Development Board.



CITY OF HOUSTON Interoffice
Finance and Administration Correspondence

Department

To: Members of City Council From: Judy Gray Johnson, Director
Finance and Administratio

Date: April 19, 2004

Subject: Response to Council Regarding
Water, Sewer and Drainage

This memorandum is in response to questions about the proposed refinancing of the Water
and Sewer Debt and the dedication of certain funds for storm drainage.

Refinancinq Plan

The overall purpose of the refinancing is to save money in two ways. First, it will lower the

interest rate on the outstanding bonds. Second, it will let us put in place a new master

ordinance that will allow us to save on money on future debt issuance for the water and sewer

system.

Today all bonds issued for the water and sewer system must comply with the requirements of

the current water and sewer master bond ordinance, (the "old" ordinance) which has been in

place since 1988. Many of the bond covenants in the old ordinance are overly restrictive by

today's standards and do not allow us to use innovative financing techniques that have been
developed in the past 16 years. By refinancing most of the outstanding debt we will be able to

replace the old master ordinance with a new one. The new ordinance will have lower cash

reserve requirements, will not restrict the use of variable rate debt, and will allow hedging
agreements that can save the City millions of dollars every year.

The standard way of measuring the reduction in interest rates for municipal bonds is to

calculate present value savings. Unlike a loan or a mortgage, where there is one interest rate,

and part of each payment is applied to principal, each bond has a separate interest rate and

its own maturity date when the principal is due. All of the bonds are added together, and an

overall interest rate can be computed on the combination. The old debt may have call

premiums, (similar to a prepayment penalty) or there may be a waiting period before it can be

paid off. In this case, the City puts money aside in an escrow fund to pay the debt off as soon

as that is allowed (the "call date"). The money in the escrow fund will earn interest, which will

be accumulated to pay off the old bonds at the call date. Any call premiums, waiting periods,

the interest earned on the escrow fund, and the maturities on the new debt compared with the

old debt, etc. have to be considered in determining whether the City can save money by

issuing new bonds to retire the old ones. The present value savings calculation serves to

compare the new debt against the debt being retired on an apples-to-apples basis. If the

present value cost of the payments that would have been made on the old debt is more than
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the present value cost of the payments that will be made on the new debt, the City is saving
money.

The present value savings for this refinancing will depend on the actual interest rates at the
time the bonds are sold. If they had been sold on Wednesday, April 7, 2004 the present value
savings would have been about $47 million. This is an estimate of the current value of the
reduction in debt service over the 30-year life of the bonds. The annual reduction in debt
service payments varies and accordingly, in some years we will save more than in other
years, The present value calculation takes into consideration, among other things, the
difference between paying 4.3% interest on the new debt instead of 5.3% interest on the old

debt. Just as any mortgage fees, appraisal fees, legal fees, title insurance, etc. have to be

considered when one figures how much is saved when a mortgage is refinanced, there are
costs associated with issuing bonds. For the proposed refinancing, the total costs for
underwriting, bond insurance, legal fees, financial advisory fees, etc. will total about $35
million. (A summary is attached.) The present value savings are calculated after adjusting for
these costs.

Our goal has been to provide competition in the refinancing where we can do so, and achieve
the lowest rates. Three types of bonds will be issued as part of the refinancing. These are
fixed rate tax-exempt bonds ($1.8 billion), variable rate taxable bonds ($750 million), and
variable rate tax-exempt bonds that will be swapped to a fixed rate through hedging
agreements ($650 million). The issuance of the fixed rate bonds will be done on a negotiated
basis with the underwriting team. This is because of the size and complexity of the fixed rate
transaction. It is simply too large and too complex for a competitive offering. The variable rate
bonds, both taxable and tax-exempt, are auction-rate bonds. These bonds will be sold initially
on a negotiated basis to the underwriters for each series, who will conduct the auctions. (The
rates are variable because they are set at each auction date, on 7-day, 28-day or 35-day
cycles.) We have named more than one dealer for each type of bond so that the dealers will
be competing in the marketplace. The hedge agreements will be done based on competitive
quotes from six firms. The best bidder will receive the largest contract, and bidders who agree
to match the best bid will receive contracts for lower amounts, which will depend on whether
or not all bidders agree to match the best bid. Two of the underwriters, JPMorgan and Banc
One Capital Markets, Inc. have announœd a merger. We have included them separately
because the merger may not take place before the transaction is completed. If the merger
takes place before the sale is completed, and Banc One Capital Markets is no longer a

separate entity, they will be dropped from the underwriting team.

Water and Sewer Rate Increase

One of the key requirements of any revenue bond ordinance is that the City set rates and
charges for use of the system that will be enough to pay off the bonds when they come due.
To ensure this, both the old ordinance and the new have restrictions that prevent the City

from issuing any new debt unless the previous yeafs revenues are more than the most that
would have to be paid in any future year counting the new debt and adding a cushion. (This is

the "additional bonds test". The cushion is a fairly complicated calculation that varies slightly
from one ordinance to another but the legal minimum is usually about 20%. The target
coverage in order to maintain the City's current bond ratings is 30%. The cushion is referred
to as coverage.) If last yeafs revenues don't meet the test then no more debt can be issued
unless rates and charges are raised enough so that the next year's revenues will meet the
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test. The City of Houston has reached that point. We cannot issue any more water and sewer
system debt until we increase the water and sewer rates. The last water and sewer rate
increase was in 1993, 11 years ago. Since that time, operating costs have been controlled,
interest rates have fallen, and the debt has been refinanced to take advantage of lower rates,
but we have reached the point where we simply cannot put it off any longer.

We have done everything we could to accomplish what is necessary with minimal rate
impact. The proposed rates are based on the costs to operate the water and sewer system,

and the revenues required to repay the water and sewer system debt. The rates and charges
are set for different customer classes, residential, commercial, and industrial users.

The rate design takes into account a number of factors, including the following:

The historical rate structure, and what has been paid by customers in each class.

The cost to provide service to each customer class

Rates that will encourage conservation.
Rates that minimize the impact on single family residential low volume users.

The new bond ordinance includes an automatic rate adjustment mechanism, beginning in

2005. Water and sewer rates will be adjusted annually based on the local consumer price
index. This serves as the default amount, which will go into place each year unless the Mayor
and City Council take action to override it. This will be applied evenly across all rate classes.
There is no direct connection to the Capital Improvement Plan approval process. The
automatic adjustment provision is subject to the rate covenant and coverage requirements,
and if the automatic adjustment were not sufficient, the City of Houston would be obligated to

increase rates more than that amount. If the capital spending is increased, the rates will have
to increase more than the automatic adjustment.

Use of UnspentWater & Sewer Revenues for Storm Drainage

As stated above, the water and sewer rates and charges are based on the costs to operate
the water and sewer system, and the amount needed to pay debt service and meet coverage
requirements. Since 1992, some of the unspent water and sewer revenues have been used to

fund storm drainage maintenance costs. From 1992 to 1996, about 50% of the costs were
paid from water & sewer revenues, and about 50% from the General Fund, for a total of just
under $20 million per year. Beginning in 1997, the total storm sewer maintenance costs were
paid with water and sewer revenues, gradually increasing to a high of $31.5 million in 2003. In

addition, about $250 million was transferred out of the water & sewer funds for a variety of
purposes, including street overlays, health benefit costs, and disaster recovery from Tropical
Storm Allison.

The new bond ordinance requires the unspent revenues at the end of each year to be placed
in a separate fund within the water and sewer system, the "general purpose fund". (The
unspent revenues come from the coverage requirement or cushion discussed above. The
unspent amounts will be higher in dry years than in wet years based on water use.) The
primary use of this fund will be for water and sewer purposes, beyond the basic operating
expenses of the system and payment of debt service. This will include equipment and rolling
stock purchases, capital expenditures, and payment of debt service on annexed district debt
originally issued for water and sewer purposes. The proposed financing plan will allow limited



City of Houston Water & Sewer System Refinancing, Series 2004A, B and C

Estimate of Costs of Issuance paid through Bond Proceeds

Underwriter's Discount (includes underwriters' counsel fees, out of pocket expenses

and takedown) - based on par amount of bonds issued "' $ 15,350,000

Municipal Bond insurance - based on amount of bonds íssued "'
$ 15,000,000

Debt Service Reserve Fund Surety Policy - based on amount of bonds issued "'
S 1,335,000

Other costs of Issuance - detailed below * S 3,366,500

Total Estimated costs of Issuance $ 35,051,500

Bond Counsel $ 975,000

Disclosure Counsel 975,000

Swap counterparties' counsel 100,000

Texas Water Development Board Counsel 25,000

Bank Counsel 37,000

Financial Advisor 750,000

SWap Advisor 700,000

Rating Agencies (Three at $150,000 each) 450,000

Printing 65,000

Verfication Agent 65,000

EscroW Agent, Paying Agent, Attorney General, CUSIP, etc. 24,500

$ 4,166,500

Pald from sources other than costs of issuance -800,000

Total paid from Bond Proceeds $ 3,366,500

Notes:
(1) amount will be finali2ed on day of pricing when par amount of bonds and

structure is finalized
(2) amount not contingent on amount of bonds issued, therefore amount not subject
to fluctuation due to pricing.



Attachment 2 



Period 

Ending Principal Coupon Interest

Compounded 

Interest Debt Service

6/30/2022 15,447,908.20 0.00883425% 32,198.62 15,480,106.82

6/30/2023 16,362,526.50 5.49004445% 45,287,473.50 61,650,000.00

6/30/2024 16,939,610.55 5.50011871% 50,605,389.45 67,545,000.00

6/30/2025 15,188,947.00 5.50003849% 48,751,053.00 63,940,000.00

6/30/2026 14,518,125.00 5.50011330% 50,006,875.00 64,525,000.00

6/30/2027 23,340,902.40 5.50006490% 86,179,097.60 109,520,000.00

6/30/2028 22,106,697.90 5.50014514% 87,408,302.10 109,515,000.00

6/30/2029 29,967,732.00 5.50013045% 126,767,268.00 156,735,000.00

153,872,449.55 495,037,657.27 648,910,106.82

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

Jr Lien W&SS Rev Ref Bonds, Series 1998A (Original)



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 247,845,000 ** 237,636,625.93 485,481,625.93

6/30/2023 260,605,000 ** 237,699,797.83 498,304,797.83

6/30/2024 268,690,000 ** 227,536,263.30 496,226,263.30

6/30/2025 279,810,000 ** 216,760,147.40 496,570,147.40

6/30/2026 285,995,000 ** 205,217,950.43 491,212,950.43

6/30/2027 290,220,000 ** 193,007,241.53 483,227,241.53

6/30/2028 302,690,000 ** 180,532,208.15 483,222,208.15

6/30/2029 302,580,000 ** 167,018,749.66 469,598,749.66

6/30/2030 360,515,000 ** 155,468,795.31 515,983,795.31

6/30/2031 372,455,000 ** 142,307,684.64 514,762,684.64

6/30/2032 385,505,000 ** 128,733,002.45 514,238,002.45

6/30/2033 390,465,000 ** 114,477,538.45 504,942,538.45

6/30/2034 406,195,000 ** 99,422,193.10 505,617,193.10

6/30/2035 260,015,000 ** 83,229,434.95 343,244,434.95

6/30/2036 268,710,000 ** 71,918,915.05 340,628,915.05

6/30/2037 258,955,000 ** 60,608,419.85 319,563,419.85

6/30/2038 191,135,000 ** 51,537,902.65 242,672,902.65

6/30/2039 193,445,000 ** 44,479,191.33 237,924,191.33

6/30/2040 138,885,000 ** 38,520,053.70 177,405,053.70

6/30/2041 143,280,000 ** 33,747,481.75 177,027,481.75

6/30/2042 112,280,000 ** 29,267,220.30 141,547,220.30

6/30/2043 116,595,000 ** 24,953,970.70 141,548,970.70

6/30/2044 113,115,000 ** 20,616,613.55 133,731,613.55

6/30/2045 105,410,000 ** 16,385,379.00 121,795,379.00

6/30/2046 92,230,000 ** 12,462,782.75 104,692,782.75

6/30/2047 78,080,000 ** 9,262,893.25 87,342,893.25

6/30/2048 78,045,000 ** 6,528,459.38 84,573,459.38

6/30/2049 62,615,000 ** 3,977,080.38 66,592,080.38

6/30/2050 47,055,000 ** 1,872,416.75 48,927,416.75

6/30/2051 14,000,000 ** 722,718.75 14,722,718.75

6/30/2052 14,475,000 ** 243,700.00 14,718,700.00

6,441,895,000 2,816,152,832.25 9,258,047,832.25

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

Aggregate First Lien Debt Service



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 2,833,800.00 2,833,800.00

6/30/2023 3,778,400.00 3,778,400.00

6/30/2024 3,778,400.00 3,778,400.00

6/30/2025 3,778,400.00 3,778,400.00

6/30/2026 3,778,400.00 3,778,400.00

6/30/2027 3,778,400.00 3,778,400.00

6/30/2028 955,000 3.7784% 3,776,796.28 4,731,796.28

6/30/2029 12,335,000 3.7784% 3,721,602.25 16,056,602.25

6/30/2030 16,100,000 3.7784% 3,249,214.09 19,349,214.09

6/30/2031 16,700,000 3.7784% 2,639,884.12 19,339,884.12

6/30/2032 17,320,000 3.7784% 2,007,850.16 19,327,850.16

6/30/2033 17,965,000 3.7784% 1,352,348.14 19,317,348.14

6/30/2034 18,625,000 3.7784% 672,450.24 19,297,450.24

100,000,000 39,145,945.27 139,145,945.27

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2004B‐2



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 2,125,350.00 2,125,350.00

6/30/2023 2,833,800.00 2,833,800.00

6/30/2024 2,833,800.00 2,833,800.00

6/30/2025 2,833,800.00 2,833,800.00

6/30/2026 2,833,800.00 2,833,800.00

6/30/2027 2,833,800.00 2,833,800.00

6/30/2028 710,000 3.7784% 2,832,607.70 3,542,607.70

6/30/2029 9,255,000 3.7784% 2,791,431.54 12,046,431.54

6/30/2030 12,075,000 3.7784% 2,437,005.03 14,512,005.03

6/30/2031 12,525,000 3.7784% 1,980,007.55 14,505,007.55

6/30/2032 12,990,000 3.7784% 1,505,982.08 14,495,982.08

6/30/2033 13,475,000 3.7784% 1,014,353.46 14,489,353.46

6/30/2034 13,970,000 3.7784% 504,382.81 14,474,382.81

75,000,000 29,360,120.17 104,360,120.17

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2004B‐3 



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 2,125,350.00 2,125,350.00

6/30/2023 2,833,800.00 2,833,800.00

6/30/2024 2,833,800.00 2,833,800.00

6/30/2025 2,833,800.00 2,833,800.00

6/30/2026 2,833,800.00 2,833,800.00

6/30/2027 2,833,800.00 2,833,800.00

6/30/2028 710,000 3.7784% 2,832,607.70 3,542,607.70

6/30/2029 9,255,000 3.7784% 2,791,431.54 12,046,431.54

6/30/2030 12,075,000 3.7784% 2,437,005.03 14,512,005.03

6/30/2031 12,525,000 3.7784% 1,980,007.55 14,505,007.55

6/30/2032 12,990,000 3.7784% 1,505,982.08 14,495,982.08

6/30/2033 13,475,000 3.7784% 1,014,353.46 14,489,353.46

6/30/2034 13,970,000 3.7784% 504,382.81 14,474,382.81

75,000,000 29,360,120.17 104,360,120.17

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2004B‐4 



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 2,833,800.00 2,833,800.00

6/30/2023 3,778,400.00 3,778,400.00

6/30/2024 3,778,400.00 3,778,400.00

6/30/2025 3,778,400.00 3,778,400.00

6/30/2026 3,778,400.00 3,778,400.00

6/30/2027 3,778,400.00 3,778,400.00

6/30/2028 955,000 3.7784% 3,776,796.28 4,731,796.28

6/30/2029 12,335,000 3.7784% 3,721,602.25 16,056,602.25

6/30/2030 16,100,000 3.7784% 3,249,214.09 19,349,214.09

6/30/2031 16,700,000 3.7784% 2,639,884.12 19,339,884.12

6/30/2032 17,320,000 3.7784% 2,007,850.16 19,327,850.16

6/30/2033 17,965,000 3.7784% 1,352,348.14 19,317,348.14

6/30/2034 18,625,000 3.7784% 672,450.24 19,297,450.24

100,000,000 39,145,945.27 139,145,945.27

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2004B‐5



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 2,219,573.85 2,219,573.85

6/30/2023 2,959,431.80 2,959,431.80

6/30/2024 2,959,431.80 2,959,431.80

6/30/2025 2,959,431.80 2,959,431.80

6/30/2026 2,959,431.80 2,959,431.80

6/30/2027 2,959,431.80 2,959,431.80

6/30/2028 755,000 3.7784% 2,958,163.94 3,713,163.94

6/30/2029 9,665,000 3.7784% 2,914,674.55 12,579,674.55

6/30/2030 12,610,000 3.7784% 2,544,546.69 15,154,546.69

6/30/2031 13,080,000 3.7784% 2,067,301.18 15,147,301.18

6/30/2032 13,565,000 3.7784% 1,572,272.01 15,137,272.01

6/30/2033 14,070,000 3.7784% 1,058,884.01 15,128,884.01

6/30/2034 14,580,000 3.7784% 526,406.69 15,106,406.69

78,325,000 30,658,981.91 108,983,981.91

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2004B‐6 



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 2,806,750 2,806,750

6/30/2023 2,806,750 2,806,750

6/30/2024 2,806,750 2,806,750

6/30/2025 2,806,750 2,806,750

6/30/2026 2,806,750 2,806,750

6/30/2027 2,806,750 2,806,750

6/30/2028 2,806,750 2,806,750

6/30/2029 2,806,750 2,806,750

6/30/2030 2,806,750 2,806,750

6/30/2031 2,806,750 2,806,750

6/30/2032 2,806,750 2,806,750

6/30/2033 2,806,750 2,806,750

6/30/2034 2,806,750 2,806,750

6/30/2035 17,785,000 5.000% 2,362,125 20,147,125

6/30/2036 18,700,000 5.000% 1,450,000 20,150,000

6/30/2037 19,650,000 5.000% 491,250 20,141,250

56,135,000 40,791,125 96,926,125

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2007A ‐ Exchanged



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 640,000 1.650% 529,865.00 1,169,865.00

6/30/2023 665,000 1.850% 518,433.75 1,183,433.75

6/30/2024 695,000 2.000% 505,332.50 1,200,332.50

6/30/2025 720,000 2.150% 490,642.50 1,210,642.50

6/30/2026 750,000 2.300% 474,277.50 1,224,277.50

6/30/2027 785,000 2.400% 456,232.50 1,241,232.50

6/30/2028 815,000 2.500% 436,625.00 1,251,625.00

6/30/2029 850,000 2.600% 415,387.50 1,265,387.50

6/30/2030 880,000 2.700% 392,457.50 1,272,457.50

6/30/2031 920,000 2.750% 367,927.50 1,287,927.50

6/30/2032 955,000 2.850% 341,668.75 1,296,668.75

6/30/2033 995,000 2.900% 313,632.50 1,308,632.50

6/30/2034 1,035,000 3.000% 283,680.00 1,318,680.00

6/30/2035 1,080,000 3.100% 251,415.00 1,331,415.00

6/30/2036 1,120,000 3.150% 217,035.00 1,337,035.00

6/30/2037 1,165,000 3.150% 181,046.25 1,346,046.25

6/30/2038 1,215,000 3.150% 143,561.25 1,358,561.25

6/30/2039 1,265,000 3.150% 104,501.25 1,369,501.25

6/30/2040 1,315,000 3.150% 63,866.25 1,378,866.25

6/30/2041 1,370,000 3.150% 21,577.50 1,391,577.50

19,235,000 6,509,165.00 25,744,165.00

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2011B (TWDB ‐ Clean Water)



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 1,645,000 2.650% 124,223.75 1,769,223.75

6/30/2023 1,715,000 2.850% 77,988.75 1,792,988.75

6/30/2024 1,785,000 3.000% 26,775.00 1,811,775.00

5,145,000 228,987.50 5,373,987.50

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2011C (TWDB ‐ Clean Water)



Period 

Ending Principal Coupon Principal 2 Coupon 2 Interest Debt Service

6/30/2022 9,645,000 5.00% 1,645,000 4.00% 274,025 11,564,025

9,645,000 274,025 11,564,025

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2011D



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 4,090,000 5.000% 102,250 4,192,250

4,090,000 102,250 4,192,250

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2011E



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 3,542,250.00 3,542,250.00

6/30/2023 4,723,000.00 4,723,000.00

6/30/2024 4,723,000.00 4,723,000.00

6/30/2025 4,723,000.00 4,723,000.00

6/30/2026 4,723,000.00 4,723,000.00

6/30/2027 4,723,000.00 4,723,000.00

6/30/2028 1,150,000 4.6784% 4,721,068.82 5,871,068.82

6/30/2029 15,425,000 4.6784% 4,653,645.37 20,078,645.37

6/30/2030 20,125,000 4.6784% 4,062,934.51 24,187,934.51

6/30/2031 20,875,000 4.6784% 3,301,272.04 24,176,272.04

6/30/2032 21,675,000 4.6784% 2,511,187.61 24,186,187.61

6/30/2033 22,450,000 4.6784% 1,690,917.96 24,140,917.96

6/30/2034 23,300,000 4.6784% 841,239.77 24,141,239.77

125,000,000 48,939,516.09 173,939,516.09

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2012A (FRNs)



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 2,833,800.00 2,833,800.00

6/30/2023 3,778,400.00 3,778,400.00

6/30/2024 3,778,400.00 3,778,400.00

6/30/2025 3,778,400.00 3,778,400.00

6/30/2026 3,778,400.00 3,778,400.00

6/30/2027 3,778,400.00 3,778,400.00

6/30/2028 950,000 3.7784% 3,776,804.68 4,726,804.68

6/30/2029 12,325,000 3.7784% 3,721,807.96 16,046,807.96

6/30/2030 16,100,000 3.7784% 3,249,780.85 19,349,780.85

6/30/2031 16,700,000 3.7784% 2,640,450.88 19,340,450.88

6/30/2032 17,325,000 3.7784% 2,008,408.52 19,333,408.52

6/30/2033 17,975,000 3.7784% 1,352,709.18 19,327,709.18

6/30/2034 18,625,000 3.7784% 672,450.24 19,297,450.24

100,000,000 39,148,212.31 139,148,212.31

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2012B 



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 3,570,000 5.000% 276,750 3,846,750

6/30/2023 3,750,000 5.000% 93,750 3,843,750

7,320,000 370,500 7,690,500

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2012D



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 1,515,000 0.570% 521,327.25 2,036,327.25

6/30/2023 1,525,000 0.680% 511,824.50 2,036,824.50

6/30/2024 1,540,000 0.810% 500,402.50 2,040,402.50

6/30/2025 1,550,000 0.890% 487,268.00 2,037,268.00

6/30/2026 1,565,000 0.970% 472,780.25 2,037,780.25

6/30/2027 1,580,000 1.050% 456,895.00 2,036,895.00

6/30/2028 1,600,000 1.120% 439,640.00 2,039,640.00

6/30/2029 1,620,000 1.190% 421,041.00 2,041,041.00

6/30/2030 1,635,000 1.250% 401,183.25 2,036,183.25

6/30/2031 1,660,000 1.310% 380,091.50 2,040,091.50

6/30/2032 1,680,000 1.370% 357,710.50 2,037,710.50

6/30/2033 1,705,000 1.430% 334,011.75 2,039,011.75

6/30/2034 1,730,000 1.500% 308,846.00 2,038,846.00

6/30/2035 1,755,000 1.570% 282,094.25 2,037,094.25

6/30/2036 1,785,000 1.640% 253,680.50 2,038,680.50

6/30/2037 1,815,000 1.710% 223,525.25 2,038,525.25

6/30/2038 1,845,000 1.760% 191,771.00 2,036,771.00

6/30/2039 1,880,000 1.780% 158,803.00 2,038,803.00

6/30/2040 1,915,000 1.790% 124,931.75 2,039,931.75

6/30/2041 1,950,000 1.800% 90,242.50 2,040,242.50

6/30/2042 1,985,000 1.810% 54,728.25 2,039,728.25

6/30/2043 2,020,000 1.820% 18,382.00 2,038,382.00

37,855,000 6,991,180.00 44,846,180.00

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Bonds, Series 2012E (TWDB)



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 390,000 3.000% 53,500 443,500

6/30/2023 405,000 3.000% 41,575 446,575

6/30/2024 35,500 35,500

6/30/2025 35,500 35,500

6/30/2026 35,500 35,500

6/30/2027 35,500 35,500

6/30/2028 1,420,000 2.500% 17,750 1,437,750

2,215,000 254,825 2,469,825

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2012F



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 1,450,000 0.750% 613,804.00 2,063,804.00

6/30/2023 1,460,000 0.940% 601,504.50 2,061,504.50

6/30/2024 1,475,000 1.060% 586,825.00 2,061,825.00

6/30/2025 1,495,000 1.180% 570,187.00 2,065,187.00

6/30/2026 1,510,000 1.300% 551,551.50 2,061,551.50

6/30/2027 1,535,000 1.400% 530,991.50 2,065,991.50

6/30/2028 1,555,000 1.480% 508,739.50 2,063,739.50

6/30/2029 1,580,000 1.540% 485,066.50 2,065,066.50

6/30/2030 1,605,000 1.590% 460,140.75 2,065,140.75

6/30/2031 1,630,000 1.640% 434,015.00 2,064,015.00

6/30/2032 1,655,000 1.690% 406,664.25 2,061,664.25

6/30/2033 1,685,000 1.720% 378,188.50 2,063,188.50

6/30/2034 1,715,000 1.760% 348,605.50 2,063,605.50

6/30/2035 1,745,000 1.800% 317,808.50 2,062,808.50

6/30/2036 1,780,000 1.850% 285,638.50 2,065,638.50

6/30/2037 1,810,000 1.900% 251,978.50 2,061,978.50

6/30/2038 1,845,000 1.950% 216,794.75 2,061,794.75

6/30/2039 1,885,000 1.990% 180,050.25 2,065,050.25

6/30/2040 1,920,000 2.020% 141,902.50 2,061,902.50

6/30/2041 1,960,000 2.030% 102,616.50 2,062,616.50

6/30/2042 2,000,000 2.040% 62,322.50 2,062,322.50

6/30/2043 2,045,000 2.050% 20,961.25 2,065,961.25

37,340,000 8,056,356.75 45,396,356.75

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Bonds, Series 2013A (TWDB)



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 3,460,000 4.000% 401,600 3,861,600

6/30/2023 3,620,000 5.000% 241,900 3,861,900

6/30/2024 3,785,000 4.000% 75,700 3,860,700

10,865,000 719,200 11,584,200

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev & Ref Bonds, Series 2013B



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 1,840,000 0.900% 1,147,821.50 2,987,821.50

6/30/2023 1,855,000 1.140% 1,128,968.00 2,983,968.00

6/30/2024 1,880,000 1.310% 1,106,080.50 2,986,080.50

6/30/2025 1,905,000 1.460% 1,079,860.00 2,984,860.00

6/30/2026 1,935,000 1.600% 1,050,473.50 2,985,473.50

6/30/2027 1,970,000 1.750% 1,017,756.00 2,987,756.00

6/30/2028 2,005,000 1.870% 981,771.75 2,986,771.75

6/30/2029 2,045,000 1.970% 942,881.75 2,987,881.75

6/30/2030 2,085,000 2.070% 901,158.75 2,986,158.75

6/30/2031 2,130,000 2.160% 856,575.00 2,986,575.00

6/30/2032 2,175,000 2.250% 809,102.25 2,984,102.25

6/30/2033 2,225,000 2.320% 758,823.50 2,983,823.50

6/30/2034 2,280,000 2.370% 705,995.50 2,985,995.50

6/30/2035 2,335,000 2.420% 650,724.00 2,985,724.00

6/30/2036 2,390,000 2.470% 592,954.00 2,982,954.00

6/30/2037 2,455,000 2.520% 532,504.50 2,987,504.50

6/30/2038 2,515,000 2.550% 469,505.25 2,984,505.25

6/30/2039 2,580,000 2.580% 404,157.00 2,984,157.00

6/30/2040 2,650,000 2.610% 336,292.50 2,986,292.50

6/30/2041 2,720,000 2.640% 265,806.00 2,985,806.00

6/30/2042 2,795,000 2.660% 192,728.50 2,987,728.50

6/30/2043 2,870,000 2.670% 117,240.50 2,987,240.50

6/30/2044 2,945,000 2.680% 39,463.00 2,984,463.00

52,585,000 16,088,643.25 68,673,643.25

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Bonds, Series 2014A (TWDB)



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 59,700,000 3.228% 16,672,635.20 76,372,635.20

6/30/2023 62,915,000 3.428% 14,745,519.20 77,660,519.20

6/30/2024 64,390,000 3.628% 12,588,793.00 76,978,793.00

6/30/2025 67,220,000 3.828% 10,252,723.80 77,472,723.80

6/30/2026 69,770,000 3.828% 7,679,542.20 77,449,542.20

6/30/2027 66,940,000 3.828% 5,008,746.60 71,948,746.60

6/30/2028 63,905,000 3.828% 2,446,283.40 66,351,283.40

454,840,000 69,394,243.40 524,234,243.40

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds (Taxable), Series 2014B



Period 

Ending Principal Coupon Principal 2 Coupon 2 Principal 3 Coupon 3 Interest Debt Service

6/30/2022 66,560,000 5.000% 1,500,000 4.000% 1,400,000 3.000% 27,466,750 96,926,750

6/30/2023 72,330,000 5.000% 2,225,000 4.000% 24,036,750 98,591,750

6/30/2024 77,295,000 5.000% 20,331,250 97,626,250

6/30/2025 81,760,000 5.000% 16,466,500 98,226,500

6/30/2026 85,755,000 5.000% 12,378,500 98,133,500

6/30/2027 82,685,000 5.000% 8,090,750 90,775,750

6/30/2028 78,330,000 5.000% 1,000,000 4.000% 3,956,500 83,286,500

544,715,000 4,725,000 1,400,000 112,727,000 663,567,000

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2014C



Period 

Ending Principal Coupon Principal 2 Coupon 2 Interest Debt Service

6/30/2022 22,390,000 4.000% 1,055,000 5.000% 20,686,800 44,131,800

6/30/2023 24,500,000 4.000% 120,000 5.000% 19,491,050 44,111,050

6/30/2024 23,810,000 3.000% 2,500,000 5.000% 18,243,400 44,553,400

6/30/2025 27,580,000 5.000% 16,921,150 44,501,150

6/30/2026 18,975,000 5.000% 15,757,275 34,732,275

6/30/2027 19,955,000 5.000% 14,784,025 34,739,025

6/30/2028 20,970,000 5.000% 13,760,900 34,730,900

6/30/2029 22,050,000 5.000% 12,685,400 34,735,400

6/30/2030 23,065,000 4.000% 11,672,850 34,737,850

6/30/2031 24,005,000 4.000% 10,731,450 34,736,450

6/30/2032 19,635,000 4.000% 9,858,650 29,493,650

6/30/2033 20,680,000 4.000% 9,052,350 29,732,350

6/30/2034 21,775,000 4.000% 8,203,250 29,978,250

6/30/2035 23,030,000 5.000% 7,192,000 30,222,000

6/30/2036 24,465,000 5.000% 6,004,625 30,469,625

6/30/2037 9,730,000 5.000% 5,149,750 14,879,750

6/30/2038 10,230,000 5.000% 4,650,750 14,880,750

6/30/2039 10,755,000 5.000% 4,126,125 14,881,125

6/30/2040 11,305,000 5.000% 3,574,625 14,879,625

6/30/2041 11,885,000 5.000% 2,994,875 14,879,875

6/30/2042 12,495,000 5.000% 2,385,375 14,880,375

6/30/2043 13,135,000 5.000% 1,744,625 14,879,625

6/30/2044 13,810,000 5.000% 1,071,000 14,881,000

6/30/2045 14,515,000 5.000% 362,875 14,877,875

444,745,000 3,675,000 221,105,175 669,525,175

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev & Ref Bonds, Series 2014D



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 1,660,000 0.310% 557,090.50 2,217,090.50

6/30/2023 1,670,000 0.500% 550,342.50 2,220,342.50

6/30/2024 1,675,000 0.620% 540,975.00 2,215,975.00

6/30/2025 1,690,000 0.730% 529,614.00 2,219,614.00

6/30/2026 1,700,000 0.860% 516,135.50 2,216,135.50

6/30/2027 1,715,000 0.950% 500,679.25 2,215,679.25

6/30/2028 1,735,000 1.020% 483,684.50 2,218,684.50

6/30/2029 1,755,000 1.070% 465,446.75 2,220,446.75

6/30/2030 1,770,000 1.120% 446,145.50 2,216,145.50

6/30/2031 1,790,000 1.170% 425,762.00 2,215,762.00

6/30/2032 1,815,000 1.220% 404,219.00 2,219,219.00

6/30/2033 1,835,000 1.270% 381,495.25 2,216,495.25

6/30/2034 1,860,000 1.320% 357,567.00 2,217,567.00

6/30/2035 1,885,000 1.370% 332,378.75 2,217,378.75

6/30/2036 1,910,000 1.420% 305,905.50 2,215,905.50

6/30/2037 1,940,000 1.460% 278,182.50 2,218,182.50

6/30/2038 1,970,000 1.490% 249,344.00 2,219,344.00

6/30/2039 2,000,000 1.520% 219,467.50 2,219,467.50

6/30/2040 2,030,000 1.550% 188,535.00 2,218,535.00

6/30/2041 2,060,000 1.580% 156,528.50 2,216,528.50

6/30/2042 2,095,000 1.610% 123,389.75 2,218,389.75

6/30/2043 2,130,000 1.630% 89,165.50 2,219,165.50

6/30/2044 2,165,000 1.640% 54,053.00 2,219,053.00

6/30/2045 2,200,000 1.650% 18,150.00 2,218,150.00

45,055,000 8,174,256.75 53,229,256.75

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Bonds, Series 2015A (TWDB)



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 2,285,000 0.610% 434,554.25 2,719,554.25

6/30/2023 2,300,000 0.800% 418,385.00 2,718,385.00

6/30/2024 2,320,000 0.920% 398,513.00 2,718,513.00

6/30/2025 2,340,000 1.030% 375,790.00 2,715,790.00

6/30/2026 2,370,000 1.160% 349,993.00 2,719,993.00

6/30/2027 2,395,000 1.250% 321,278.25 2,716,278.25

6/30/2028 2,425,000 1.320% 290,304.50 2,715,304.50

6/30/2029 2,460,000 1.370% 257,448.50 2,717,448.50

6/30/2030 2,495,000 1.420% 222,883.00 2,717,883.00

6/30/2031 2,530,000 1.470% 186,573.00 2,716,573.00

6/30/2032 2,570,000 1.520% 148,445.50 2,718,445.50

6/30/2033 2,610,000 1.570% 108,425.00 2,718,425.00

6/30/2034 2,650,000 1.620% 66,471.50 2,716,471.50

6/30/2035 2,695,000 1.670% 22,503.25 2,717,503.25

34,445,000 3,601,567.75 38,046,567.75

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Bonds, Series 2015B (TWDB)



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 3,132,500 3,132,500

6/30/2023 3,132,500 3,132,500

6/30/2024 3,132,500 3,132,500

6/30/2025 3,132,500 3,132,500

6/30/2026 9,390,000 5.000% 2,897,750 12,287,750

6/30/2027 11,050,000 5.000% 2,386,750 13,436,750

6/30/2028 11,615,000 5.000% 1,820,125 13,435,125

6/30/2029 12,210,000 5.000% 1,224,500 13,434,500

6/30/2030 6,295,000 5.000% 761,875 7,056,875

6/30/2031 604,500 604,500

6/30/2032 2,460,000 5.000% 543,000 3,003,000

6/30/2033 2,440,000 5.000% 420,500 2,860,500

6/30/2034 2,420,000 5.000% 299,000 2,719,000

6/30/2035 2,395,000 5.000% 178,625 2,573,625

6/30/2036 2,375,000 5.000% 59,375 2,434,375

62,650,000 23,726,000 86,376,000

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2015D 



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 1,925,000 0.020% 619,732.50 2,544,732.50

6/30/2023 1,925,000 0.200% 617,615.00 2,542,615.00

6/30/2024 1,930,000 0.380% 612,023.00 2,542,023.00

6/30/2025 1,940,000 0.520% 603,312.00 2,543,312.00

6/30/2026 1,950,000 0.640% 592,028.00 2,542,028.00

6/30/2027 1,965,000 0.780% 578,124.50 2,543,124.50

6/30/2028 1,980,000 0.870% 561,848.00 2,541,848.00

6/30/2029 2,000,000 0.950% 543,735.00 2,543,735.00

6/30/2030 2,020,000 1.030% 523,832.00 2,543,832.00

6/30/2031 2,040,000 1.100% 502,209.00 2,542,209.00

6/30/2032 2,065,000 1.150% 479,115.25 2,544,115.25

6/30/2033 2,090,000 1.200% 454,701.50 2,544,701.50

6/30/2034 2,115,000 1.250% 428,942.75 2,543,942.75

6/30/2035 2,140,000 1.300% 401,814.00 2,541,814.00

6/30/2036 2,170,000 1.350% 373,256.50 2,543,256.50

6/30/2037 2,200,000 1.400% 343,209.00 2,543,209.00

6/30/2038 2,230,000 1.450% 311,641.50 2,541,641.50

6/30/2039 2,265,000 1.490% 278,599.75 2,543,599.75

6/30/2040 2,300,000 1.500% 244,475.50 2,544,475.50

6/30/2041 2,335,000 1.520% 209,479.50 2,544,479.50

6/30/2042 2,370,000 1.540% 173,484.50 2,543,484.50

6/30/2043 2,405,000 1.560% 136,476.50 2,541,476.50

6/30/2044 2,445,000 1.570% 98,524.25 2,543,524.25

6/30/2045 2,485,000 1.580% 59,699.50 2,544,699.50

6/30/2046 2,520,000 1.590% 20,034.00 2,540,034.00

53,810,000 9,767,913.00 63,577,913.00

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Bonds, Series 2016A (TWDB)



Period 

Ending Principal Coupon Principal 2 Coupon 2 Interest Debt Service

6/30/2022 19,235,000 5.000% 41,431,075 60,666,075

6/30/2023 20,195,000 5.000% 40,445,325 60,640,325

6/30/2024 20,960,000 5.000% 39,416,450 60,376,450

6/30/2025 22,155,000 5.000% 38,338,575 60,493,575

6/30/2026 22,665,000 5.000% 37,218,075 59,883,075

6/30/2027 21,190,000 5.000% 36,121,700 57,311,700

6/30/2028 22,435,000 5.000% 35,031,075 57,466,075

6/30/2029 15,940,000 5.000% 34,071,700 50,011,700

6/30/2030 23,730,000 5.000% 33,079,950 56,809,950

6/30/2031 31,045,000 5.000% 31,710,575 62,755,575

6/30/2032 36,070,000 4.000% 30,213,050 66,283,050

6/30/2033 38,405,000 5.000% 28,531,525 66,936,525

6/30/2034 21,115,000 5.000% 20,000,000 5.250% 26,518,525 67,633,525

6/30/2035 105,735,000 5.000% 22,822,275 128,557,275

6/30/2036 111,065,000 5.000% 17,402,275 128,467,275

6/30/2037 114,575,000 5.000% 11,761,275 126,336,275

6/30/2038 61,940,000 4.000% 7,658,100 69,598,100

6/30/2039 21,075,000 4.000% 43,500,000 4.500% 5,019,050 69,594,050

6/30/2040 11,425,000 4.000% 3,390,300 14,815,300

6/30/2041 11,890,000 4.000% 2,924,000 14,814,000

6/30/2042 12,380,000 4.000% 2,438,600 14,818,600

6/30/2043 12,885,000 4.000% 1,933,300 14,818,300

6/30/2044 13,410,000 4.000% 1,407,400 14,817,400

6/30/2045 13,955,000 4.000% 860,100 14,815,100

6/30/2046 14,525,000 4.000% 290,500 14,815,500

820,000,000 63,500,000 530,034,775 1,413,534,775

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev & Ref Bonds, Series 2016B



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 2,030,000 0.120% 748,777.00 2,778,777.00

6/30/2023 2,030,000 0.280% 744,717.00 2,774,717.00

6/30/2024 2,040,000 0.400% 737,795.00 2,777,795.00

6/30/2025 2,045,000 0.550% 728,091.25 2,773,091.25

6/30/2026 2,055,000 0.670% 715,583.25 2,770,583.25

6/30/2027 2,070,000 0.800% 700,419.00 2,770,419.00

6/30/2028 2,085,000 0.900% 682,756.50 2,767,756.50

6/30/2029 2,105,000 0.990% 662,954.25 2,767,954.25

6/30/2030 2,125,000 1.070% 641,165.75 2,766,165.75

6/30/2031 2,150,000 1.170% 617,219.50 2,767,219.50

6/30/2032 2,175,000 1.250% 591,048.25 2,766,048.25

6/30/2033 2,200,000 1.320% 562,934.50 2,762,934.50

6/30/2034 2,230,000 1.380% 533,027.50 2,763,027.50

6/30/2035 2,260,000 1.440% 501,368.50 2,761,368.50

6/30/2036 2,295,000 1.490% 467,998.75 2,762,998.75

6/30/2037 2,330,000 1.530% 433,076.50 2,763,076.50

6/30/2038 2,365,000 1.560% 396,805.00 2,761,805.00

6/30/2039 2,400,000 1.590% 359,278.00 2,759,278.00

6/30/2040 2,440,000 1.610% 320,556.00 2,760,556.00

6/30/2041 2,480,000 1.620% 280,826.00 2,760,826.00

6/30/2042 2,520,000 1.630% 240,200.00 2,760,200.00

6/30/2043 2,560,000 1.640% 198,670.00 2,758,670.00

6/30/2044 2,600,000 1.650% 156,228.00 2,756,228.00

6/30/2045 2,645,000 1.660% 112,824.50 2,757,824.50

6/30/2046 2,690,000 1.670% 68,409.50 2,758,409.50

6/30/2047 2,735,000 1.680% 22,974.00 2,757,974.00

59,660,000 12,225,703.50 71,885,703.50

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Bonds, Series 2017A (TWDB)



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 5,495,000 4.000% 13,030,750 18,525,750

6/30/2023 5,750,000 5.000% 12,777,100 18,527,100

6/30/2024 6,045,000 5.000% 12,482,225 18,527,225

6/30/2025 18,585,000 5.000% 11,866,475 30,451,475

6/30/2026 19,540,000 5.000% 10,913,350 30,453,350

6/30/2027 20,540,000 5.000% 9,911,350 30,451,350

6/30/2028 21,600,000 5.000% 8,857,850 30,457,850

6/30/2029 12,900,000 5.000% 7,995,350 20,895,350

6/30/2030 7,760,000 5.000% 7,478,850 15,238,850

6/30/2031 7,284,850 7,284,850

6/30/2032 7,284,850 7,284,850

6/30/2033 7,284,850 7,284,850

6/30/2034 7,284,850 7,284,850

6/30/2035 8,160,000 5.000% 7,080,850 15,240,850

6/30/2036 8,580,000 5.000% 6,662,350 15,242,350

6/30/2037 9,015,000 5.000% 6,222,475 15,237,475

6/30/2038 9,480,000 5.000% 5,760,100 15,240,100

6/30/2039 9,965,000 5.000% 5,273,975 15,238,975

6/30/2040 10,475,000 5.000% 4,762,975 15,237,975

6/30/2041 11,015,000 5.000% 4,225,725 15,240,725

6/30/2042 11,580,000 5.000% 3,660,850 15,240,850

6/30/2043 12,175,000 5.000% 3,066,975 15,241,975

6/30/2044 12,730,000 4.000% 2,508,000 15,238,000

6/30/2045 13,250,000 4.000% 1,988,400 15,238,400

6/30/2046 13,790,000 4.000% 1,447,600 15,237,600

6/30/2047 14,355,000 4.000% 884,700 15,239,700

6/30/2048 14,940,000 4.000% 298,800 15,238,800

277,725,000 178,296,475 456,021,475

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2017B



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 1,945,000 0.180% 805,991.50 2,750,991.50

6/30/2023 1,950,000 0.340% 800,926.00 2,750,926.00

6/30/2024 1,955,000 0.510% 792,625.75 2,747,625.75

6/30/2025 1,970,000 0.640% 781,336.50 2,751,336.50

6/30/2026 1,980,000 0.770% 767,409.50 2,747,409.50

6/30/2027 2,000,000 0.910% 750,686.50 2,750,686.50

6/30/2028 2,020,000 1.040% 731,082.50 2,751,082.50

6/30/2029 2,040,000 1.120% 709,154.50 2,749,154.50

6/30/2030 2,065,000 1.210% 685,237.25 2,750,237.25

6/30/2031 2,090,000 1.270% 659,472.50 2,749,472.50

6/30/2032 2,120,000 1.320% 632,209.00 2,752,209.00

6/30/2033 2,145,000 1.370% 603,523.75 2,748,523.75

6/30/2034 2,175,000 1.420% 573,388.00 2,748,388.00

6/30/2035 2,210,000 1.470% 541,702.00 2,751,702.00

6/30/2036 2,240,000 1.510% 508,546.50 2,748,546.50

6/30/2037 2,275,000 1.540% 474,117.00 2,749,117.00

6/30/2038 2,310,000 1.570% 438,466.00 2,748,466.00

6/30/2039 2,350,000 1.590% 401,650.00 2,751,650.00

6/30/2040 2,385,000 1.610% 363,768.25 2,748,768.25

6/30/2041 2,425,000 1.630% 324,805.25 2,749,805.25

6/30/2042 2,465,000 1.650% 284,705.25 2,749,705.25

6/30/2043 2,505,000 1.660% 243,577.50 2,748,577.50

6/30/2044 2,550,000 1.670% 201,493.50 2,751,493.50

6/30/2045 2,590,000 1.680% 158,445.00 2,748,445.00

6/30/2046 2,635,000 1.690% 114,423.25 2,749,423.25

6/30/2047 2,680,000 1.700% 69,377.50 2,749,377.50

6/30/2048 2,725,000 1.710% 23,298.75 2,748,298.75

60,800,000 13,441,419.00 74,241,419.00

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Bonds, Series 2018A (TWDB)



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 7,006,534.34 7,006,534.34

6/30/2023 9,367,710.75 9,367,710.75

6/30/2024 9,384,890.85 9,384,890.85

6/30/2025 9,350,530.65 9,350,530.65

6/30/2026 9,367,710.75 9,367,710.75

6/30/2027 9,367,710.75 9,367,710.75

6/30/2028 2,350,000 4.121% 9,380,785.60 11,730,785.60

6/30/2029 30,750,000 4.121% 9,208,444.51 39,958,444.51

6/30/2030 40,100,000 4.121% 8,052,576.63 48,152,576.63

6/30/2031 41,600,000 4.121% 6,541,788.09 48,141,788.09

6/30/2032 43,150,000 4.121% 4,983,965.17 48,133,965.17

6/30/2033 44,725,000 4.121% 3,342,581.13 48,067,581.13

6/30/2034 46,400,000 4.121% 1,663,825.18 48,063,825.18

249,075,000 97,019,054.41 346,094,054.41

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2018C (FRNs)



Period 

Ending Principal Coupon Principal 2 Coupon 2 Interest Debt Service

6/30/2022 4,345,000 5.000% 14,771,575 19,116,575

6/30/2023 4,580,000 5.000% 14,548,450 19,128,450

6/30/2024 2,690,000 5.000% 2,250,000 3.000% 14,332,950 19,272,950

6/30/2025 3,145,000 5.000% 2,000,000 2.500% 14,128,325 19,273,325

6/30/2026 6,550,000 5.000% 13,860,950 20,410,950

6/30/2027 8,030,000 5.000% 13,496,450 21,526,450

6/30/2028 10,165,000 5.000% 13,041,575 23,206,575

6/30/2029 12,485,000 5.000% 12,475,325 24,960,325

6/30/2030 7,695,000 5.000% 11,970,825 19,665,825

6/30/2031 14,600,000 5.000% 11,413,450 26,013,450

6/30/2032 15,190,000 5.000% 10,668,700 25,858,700

6/30/2033 14,825,000 5.000% 9,918,325 24,743,325

6/30/2034 14,990,000 5.000% 9,172,950 24,162,950

6/30/2035 12,530,000 5.000% 8,484,950 21,014,950

6/30/2036 13,170,000 5.000% 7,842,450 21,012,450

6/30/2037 13,840,000 5.000% 7,167,200 21,007,200

6/30/2038 14,555,000 5.000% 6,457,325 21,012,325

6/30/2039 12,670,000 5.000% 5,776,700 18,446,700

6/30/2040 9,850,000 5.000% 5,213,700 15,063,700

6/30/2041 10,355,000 5.000% 4,708,575 15,063,575

6/30/2042 10,890,000 5.000% 4,177,450 15,067,450

6/30/2043 11,445,000 5.000% 3,619,075 15,064,075

6/30/2044 12,035,000 5.000% 3,032,075 15,067,075

6/30/2045 12,585,000 4.000% 2,479,500 15,064,500

6/30/2046 13,100,000 4.000% 1,965,800 15,065,800

6/30/2047 13,635,000 4.000% 1,431,100 15,066,100

6/30/2048 14,190,000 4.000% 874,600 15,064,600

6/30/2049 14,770,000 4.000% 295,400 15,065,400

308,910,000 4,250,000 227,325,750 540,485,750

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2018D



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 2,035,000 2.961% 7,808,355.73 9,843,355.73

6/30/2023 2,095,000 3.111% 7,745,639.83 9,840,639.83

6/30/2024 2,145,000 3.221% 7,678,506.88 9,823,506.88

6/30/2025 2,230,000 3.375% 7,606,330.40 9,836,330.40

6/30/2026 2,265,000 3.455% 7,529,571.28 9,794,571.28

6/30/2027 2,810,000 3.543% 7,440,664.25 10,250,664.25

6/30/2028 4,220,000 3.643% 7,314,017.80 11,534,017.80

6/30/2029 34,030,000 3.723% 6,603,682.05 40,633,682.05

6/30/2030 43,630,000 3.823% 5,136,226.15 48,766,226.15

6/30/2031 44,790,000 3.923% 3,423,682.85 48,213,682.85

6/30/2032 46,120,000 3.973% 1,628,953.20 47,748,953.20

6/30/2033 1,240,000 4.073% 687,526.80 1,927,526.80

6/30/2034 1,340,000 4.123% 634,650.10 1,974,650.10

6/30/2035 2,675,000 4.172% 551,225.50 3,226,225.50

6/30/2036 2,785,000 4.172% 437,329.90 3,222,329.90

6/30/2037 2,905,000 4.172% 318,636.50 3,223,636.50

6/30/2038 3,030,000 4.172% 194,832.40 3,224,832.40

6/30/2039 3,155,000 4.172% 65,813.30 3,220,813.30

203,500,000 72,805,644.90 276,305,644.90

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds (TAXABLE), Series 2018E



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 2,060,000 0.000% 538,293.50 2,598,293.50

6/30/2023 2,060,000 0.000% 538,293.50 2,598,293.50

6/30/2024 2,060,000 0.050% 537,778.50 2,597,778.50

6/30/2025 2,065,000 0.120% 536,024.50 2,601,024.50

6/30/2026 2,065,000 0.200% 532,720.50 2,597,720.50

6/30/2027 2,070,000 0.260% 527,964.50 2,597,964.50

6/30/2028 2,075,000 0.340% 521,746.00 2,596,746.00

6/30/2029 2,085,000 0.420% 513,840.00 2,598,840.00

6/30/2030 2,095,000 0.530% 503,909.75 2,598,909.75

6/30/2031 2,105,000 0.660% 491,411.50 2,596,411.50

6/30/2032 2,120,000 0.760% 476,409.00 2,596,409.00

6/30/2033 2,140,000 0.840% 459,365.00 2,599,365.00

6/30/2034 2,160,000 0.900% 440,657.00 2,600,657.00

6/30/2035 2,180,000 0.940% 420,691.00 2,600,691.00

6/30/2036 2,200,000 0.990% 399,555.00 2,599,555.00

6/30/2037 2,220,000 1.040% 377,121.00 2,597,121.00

6/30/2038 2,245,000 1.100% 353,229.50 2,598,229.50

6/30/2039 2,270,000 1.150% 327,829.50 2,597,829.50

6/30/2040 2,300,000 1.190% 301,092.00 2,601,092.00

6/30/2041 2,325,000 1.230% 273,108.25 2,598,108.25

6/30/2042 2,355,000 1.260% 243,973.00 2,598,973.00

6/30/2043 2,385,000 1.280% 213,872.50 2,598,872.50

6/30/2044 2,415,000 1.300% 182,911.00 2,597,911.00

6/30/2045 2,450,000 1.310% 151,166.00 2,601,166.00

6/30/2046 2,480,000 1.320% 118,750.50 2,598,750.50

6/30/2047 2,515,000 1.330% 85,657.75 2,600,657.75

6/30/2048 2,545,000 1.340% 51,881.50 2,596,881.50

6/30/2049 2,580,000 1.350% 17,415.00 2,597,415.00

62,625,000 10,136,666.75 72,761,666.75

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

Series 2019A First Lien CUS (TWDB)



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 2,570,000 4.000% 6,771,100 9,341,100

6/30/2023 2,690,000 5.000% 6,652,450 9,342,450

6/30/2024 2,785,000 2.000% 6,557,350 9,342,350

6/30/2025 2,840,000 2.000% 6,501,100 9,341,100

6/30/2026 2,945,000 5.000% 6,399,075 9,344,075

6/30/2027 3,095,000 5.000% 6,248,075 9,343,075

6/30/2028 3,255,000 5.000% 6,089,325 9,344,325

6/30/2029 3,420,000 5.000% 5,922,450 9,342,450

6/30/2030 3,595,000 5.000% 5,747,075 9,342,075

6/30/2031 3,780,000 5.000% 5,562,700 9,342,700

6/30/2032 3,975,000 5.000% 5,368,825 9,343,825

6/30/2033 4,180,000 5.000% 5,164,950 9,344,950

6/30/2034 4,390,000 5.000% 4,950,700 9,340,700

6/30/2035 4,615,000 5.000% 4,725,575 9,340,575

6/30/2036 4,855,000 5.000% 4,488,825 9,343,825

6/30/2037 5,105,000 5.000% 4,239,825 9,344,825

6/30/2038 5,365,000 5.000% 3,978,075 9,343,075

6/30/2039 5,610,000 4.000% 3,731,750 9,341,750

6/30/2040 5,840,000 4.000% 3,502,750 9,342,750

6/30/2041 6,080,000 4.000% 3,264,350 9,344,350

6/30/2042 6,325,000 4.000% 3,016,250 9,341,250

6/30/2043 6,585,000 4.000% 2,758,050 9,343,050

6/30/2044 6,855,000 4.000% 2,489,250 9,344,250

6/30/2045 7,135,000 4.000% 2,209,450 9,344,450

6/30/2046 7,460,000 5.000% 1,880,250 9,340,250

6/30/2047 7,845,000 5.000% 1,497,625 9,342,625

6/30/2048 8,245,000 5.000% 1,095,375 9,340,375

6/30/2049 8,670,000 5.000% 672,500 9,342,500

6/30/2050 9,115,000 5.000% 227,875 9,342,875

149,225,000 121,712,950 270,937,950

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

2019B First Lien Rev Ref Bonds, Series 2019B



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 5,520,000 1.712% 13,406,393.50 18,926,393.50

6/30/2023 17,300,000 1.716% 13,210,708.30 30,510,708.30

6/30/2024 17,635,000 1.746% 12,908,320.75 30,543,320.75

6/30/2025 5,070,000 1.826% 12,708,078.10 17,778,078.10

6/30/2026 5,175,000 1.949% 12,611,358.63 17,786,358.63

6/30/2027 5,285,000 2.049% 12,506,783.43 17,791,783.43

6/30/2028 5,405,000 2.155% 12,394,399.73 17,799,399.73

6/30/2029 27,065,000 2.205% 12,037,769.23 39,102,769.23

6/30/2030 46,435,000 2.255% 11,215,822.98 57,650,822.98

6/30/2031 53,615,000 2.355% 10,060,951.73 63,675,951.73

6/30/2032 49,550,000 2.455% 8,821,408.85 58,371,408.85

6/30/2033 49,425,000 2.505% 7,594,134.48 57,019,134.48

6/30/2034 51,250,000 2.555% 6,320,367.60 57,570,367.60

6/30/2035 21,285,000 2.605% 5,388,411.73 26,673,411.73

6/30/2036 21,940,000 2.655% 4,819,921.10 26,759,921.10

6/30/2037 23,115,000 2.984% 4,183,791.80 27,298,791.80

6/30/2038 23,810,000 2.984% 3,483,670.80 27,293,670.80

6/30/2039 31,590,000 2.984% 2,657,102.80 34,247,102.80

6/30/2040 32,535,000 2.984% 1,700,357.80 34,235,357.80

6/30/2041 33,510,000 2.984% 714,966.40 34,224,966.40

6/30/2042 3,550,000 2.984% 162,031.20 3,712,031.20

6/30/2043 3,655,000 2.984% 54,532.60 3,709,532.60

533,720,000 168,961,283.50 702,681,283.50

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2019C (TAXABLE)



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 1,530,000 0.000% 52,323.50 1,582,323.50

6/30/2023 1,530,000 0.000% 52,323.50 1,582,323.50

6/30/2024 1,530,000 0.000% 52,323.50 1,582,323.50

6/30/2025 1,530,000 0.000% 52,323.50 1,582,323.50

6/30/2026 1,530,000 0.000% 52,323.50 1,582,323.50

6/30/2027 1,530,000 0.000% 52,323.50 1,582,323.50

6/30/2028 1,530,000 0.000% 52,323.50 1,582,323.50

6/30/2029 1,530,000 0.000% 52,323.50 1,582,323.50

6/30/2030 1,530,000 0.000% 52,323.50 1,582,323.50

6/30/2031 1,530,000 0.000% 52,323.50 1,582,323.50

6/30/2032 1,530,000 0.000% 52,323.50 1,582,323.50

6/30/2033 1,530,000 0.000% 52,323.50 1,582,323.50

6/30/2034 1,530,000 0.000% 52,323.50 1,582,323.50

6/30/2035 1,530,000 0.000% 52,323.50 1,582,323.50

6/30/2036 1,530,000 0.000% 52,323.50 1,582,323.50

6/30/2037 1,530,000 0.040% 52,017.50 1,582,017.50

6/30/2038 1,530,000 0.070% 51,176.00 1,581,176.00

6/30/2039 1,535,000 0.110% 49,796.25 1,584,796.25

6/30/2040 1,535,000 0.160% 47,724.00 1,582,724.00

6/30/2041 1,535,000 0.190% 45,037.75 1,580,037.75

6/30/2042 1,540,000 0.220% 41,885.50 1,581,885.50

6/30/2043 1,545,000 0.250% 38,260.25 1,583,260.25

6/30/2044 1,550,000 0.280% 34,159.00 1,584,159.00

6/30/2045 1,555,000 0.300% 29,656.50 1,584,656.50

6/30/2046 1,560,000 0.320% 24,828.00 1,584,828.00

6/30/2047 1,565,000 0.340% 19,671.50 1,584,671.50

6/30/2048 1,570,000 0.350% 14,263.50 1,584,263.50

6/30/2049 1,575,000 0.360% 8,681.00 1,583,681.00

6/30/2050 1,580,000 0.370% 2,923.00 1,582,923.00

44,655,000 1,244,932.25 45,899,932.25

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Bonds, Series 2020B (TWDB ‐ Clean Water)



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 8,370,000 5.000% 18,230,000 26,600,000

6/30/2023 8,800,000 5.000% 17,800,750 26,600,750

6/30/2024 9,250,000 5.000% 17,349,500 26,599,500

6/30/2025 9,725,000 5.000% 16,875,125 26,600,125

6/30/2026 4,930,000 5.000% 16,508,750 21,438,750

6/30/2027 10,475,000 5.000% 16,123,625 26,598,625

6/30/2028 11,020,000 5.000% 15,586,250 26,606,250

6/30/2029 11,575,000 5.000% 15,021,375 26,596,375

6/30/2030 12,170,000 5.000% 14,427,750 26,597,750

6/30/2031 12,795,000 5.000% 13,803,625 26,598,625

6/30/2032 13,455,000 5.000% 13,147,375 26,602,375

6/30/2033 14,145,000 5.000% 12,457,375 26,602,375

6/30/2034 14,865,000 5.000% 11,732,125 26,597,125

6/30/2035 15,630,000 5.000% 10,969,750 26,599,750

6/30/2036 16,350,000 4.000% 10,252,000 26,602,000

6/30/2037 17,015,000 4.000% 9,584,700 26,599,700

6/30/2038 17,705,000 4.000% 8,890,300 26,595,300

6/30/2039 15,350,000 3.000% 8,305,950 23,655,950

6/30/2040 15,900,000 4.000% 7,757,700 23,657,700

6/30/2041 16,040,000 2.500% 7,239,200 23,279,200

6/30/2042 16,570,000 4.000% 6,707,300 23,277,300

6/30/2043 17,250,000 4.000% 6,030,900 23,280,900

6/30/2044 17,950,000 4.000% 5,326,900 23,276,900

6/30/2045 18,780,000 5.000% 4,498,400 23,278,400

6/30/2046 19,745,000 5.000% 3,535,275 23,280,275

6/30/2047 20,545,000 3.000% 2,733,475 23,278,475

6/30/2048 21,170,000 3.000% 2,107,750 23,277,750

6/30/2049 21,930,000 4.000% 1,351,600 23,281,600

6/30/2050 22,825,000 4.000% 456,500 23,281,500

432,330,000 294,811,325 727,141,325

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev & Ref Bonds, Series 2020C



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 2,300,000 0.455% 3,409,197.70 5,709,197.70

6/30/2023 2,310,000 0.605% 3,396,977.45 5,706,977.45

6/30/2024 2,325,000 0.732% 3,381,480.20 5,706,480.20

6/30/2025 8,235,000 0.826% 3,338,960.15 11,573,960.15

6/30/2026 8,325,000 0.976% 3,264,323.60 11,589,323.60

6/30/2027 3,935,000 1.221% 3,199,674.43 7,134,674.43

6/30/2028 3,995,000 1.371% 3,148,265.53 7,143,265.53

6/30/2029 4,065,000 1.522% 3,089,945.15 7,154,945.15

6/30/2030 9,130,000 1.572% 2,987,248.70 12,117,248.70

6/30/2031 9,285,000 1.622% 2,840,185.55 12,125,185.55

6/30/2032 9,445,000 1.722% 2,683,562.75 12,128,562.75

6/30/2033 9,620,000 1.822% 2,514,603.10 12,134,603.10

6/30/2034 15,550,000 1.872% 2,281,416.90 17,831,416.90

6/30/2035 15,855,000 1.972% 1,979,538.60 17,834,538.60

6/30/2036 16,165,000 2.022% 1,659,780.15 17,824,780.15

6/30/2037 2,910,000 2.542% 1,459,365.90 4,369,365.90

6/30/2038 2,975,000 2.542% 1,384,567.55 4,359,567.55

6/30/2039 3,055,000 2.542% 1,307,926.25 4,362,926.25

6/30/2040 11,405,000 2.542% 1,124,139.65 12,529,139.65

6/30/2041 11,700,000 2.542% 830,475.10 12,530,475.10

6/30/2042 8,375,000 2.642% 571,134.35 8,946,134.35

6/30/2043 8,600,000 2.642% 346,894.60 8,946,894.60

6/30/2044 8,830,000 2.642% 116,644.30 8,946,644.30

178,390,000 50,316,307.65 228,706,307.65

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

2020 First Lien Rev Ref Bonds, Series 2020D (Taxable)



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 4,006,000 4,006,000

6/30/2023 4,006,000 4,006,000

6/30/2024 4,006,000 4,006,000

6/30/2025 4,006,000 4,006,000

6/30/2026 4,006,000 4,006,000

6/30/2027 4,006,000 4,006,000

6/30/2028 4,006,000 4,006,000

6/30/2029 4,006,000 4,006,000

6/30/2030 4,006,000 4,006,000

6/30/2031 4,006,000 4,006,000

6/30/2032 4,006,000 4,006,000

6/30/2033 39,375,000 5.000% 3,021,625 42,396,625

6/30/2034 40,745,000 5.000% 1,018,625 41,763,625

80,120,000 48,106,250 128,226,250

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2020A (Forward Delivery)



Period 

Ending Principal Coupon Principal 2 Coupon 2 Principal 3 Coupon 3 Interest Debt Service

6/30/2022 ‐                  ‐                ‐                9,204,374.06 9,204,374.06

6/30/2023 4,465,000 3.000% 10,255,687.50 14,720,687.50

6/30/2024 4,625,000 4.000% 10,096,212.50 14,721,212.50

6/30/2025 4,840,000 5.000% 9,882,712.50 14,722,712.50

6/30/2026 5,085,000 5.000% 9,634,587.50 14,719,587.50

6/30/2027 5,350,000 5.000% 9,373,712.50 14,723,712.50

6/30/2028 5,620,000 5.000% 9,099,462.50 14,719,462.50

6/30/2029 5,910,000 5.000% 8,811,212.50 14,721,212.50

6/30/2030 6,215,000 5.000% 8,508,087.50 14,723,087.50

6/30/2031 6,530,000 5.000% 8,189,462.50 14,719,462.50

6/30/2032 6,865,000 5.000% 7,854,587.50 14,719,587.50

6/30/2033 7,220,000 5.000% 7,502,462.50 14,722,462.50

6/30/2034 7,550,000 4.000% 7,170,962.50 14,720,962.50

6/30/2035 7,860,000 4.000% 6,862,762.50 14,722,762.50

6/30/2036 8,180,000 4.000% 6,541,962.50 14,721,962.50

6/30/2037 8,515,000 4.000% 6,208,062.50 14,723,062.50

6/30/2038 8,815,000 3.000% 5,905,537.50 14,720,537.50

6/30/2039 9,085,000 3.000% 5,637,037.50 14,722,037.50

6/30/2040 9,360,000 3.000% 5,360,362.50 14,720,362.50

6/30/2041 9,645,000 3.000% 5,075,287.50 14,720,287.50

6/30/2042 9,990,000 4.000% 4,730,812.50 14,720,812.50

6/30/2043 10,400,000 4.000% 4,323,012.50 14,723,012.50

6/30/2044 10,825,000 4.000% 3,898,512.50 14,723,512.50

6/30/2045 11,265,000 4.000% 3,456,712.50 14,721,712.50

6/30/2046 11,725,000 4.000% 2,996,912.50 14,721,912.50

6/30/2047 12,205,000 4.000% 2,518,312.50 14,723,312.50

6/30/2048 6,980,000 4.000% 4,185,000 2.375% 1,495,000 3.000% 2,062,490.63 14,722,490.63

6/30/2049 7,265,000 4.000% 4,285,000 2.375% 1,540,000 3.000% 1,631,484.38 14,721,484.38

6/30/2050 7,555,000 4.000% 4,390,000 2.375% 1,590,000 3.000% 1,185,118.75 14,720,118.75

6/30/2051 7,870,000 4.000% 4,490,000 2.375% 1,640,000 3.000% 722,718.75 14,722,718.75

6/30/2052 8,190,000 4.000% 4,600,000 2.375% 1,685,000 3.000% 243,700.00 14,718,700.00

236,005,000 21,950,000 7,950,000 184,944,324.06 450,849,324.06

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Series 2021A



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 2,045,000 0.151% 1,479,982.31 3,524,982.31

6/30/2023 1,870,000 0.191% 1,656,651.00 3,526,651.00

6/30/2024 5,315,000 0.341% 1,645,803.08 6,960,803.08

6/30/2025 5,175,000 0.526% 1,623,130.75 6,798,130.75

6/30/2026 5,215,000 0.811% 1,588,373.68 6,803,373.68

6/30/2027 9,265,000 1.011% 1,520,392.28 10,785,392.28

6/30/2028 9,375,000 1.366% 1,409,526.45 10,784,526.45

6/30/2029 9,515,000 1.516% 1,273,371.50 10,788,371.50

6/30/2030 5,205,000 1.709% 1,156,771.08 6,361,771.08

6/30/2031 730,000 1.909% 1,105,326.50 1,835,326.50

6/30/2032 5,545,000 1.929% 1,044,877.13 6,589,877.13

6/30/2033 5,650,000 2.009% 934,641.35 6,584,641.35

6/30/2034 630,000 2.209% 870,928.75 1,500,928.75

6/30/2035 645,000 2.309% 856,523.88 1,501,523.88

6/30/2036 660,000 2.409% 841,127.65 1,501,127.65

6/30/2037 12,840,000 2.459% 675,310.15 13,515,310.15

6/30/2038 13,160,000 2.509% 352,350.15 13,512,350.15

6/30/2039 7,205,000 2.599% 93,628.98 7,298,628.98

100,045,000 20,128,716.63 120,173,716.63

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

First Lien Rev Ref Bonds, Taxable Series 2021B



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 12,475,000 ** 11,749,843.50 24,224,843.50

6/30/2023 12,625,000 ** 11,584,475.75 24,209,475.75

6/30/2024 12,795,000 ** 11,404,937.75 24,199,937.75

6/30/2025 12,975,000 ** 11,210,621.00 24,185,621.00

6/30/2026 13,180,000 ** 11,000,953.25 24,180,953.25

6/30/2027 13,395,000 ** 10,775,294.00 24,170,294.00

6/30/2028 13,630,000 ** 10,532,091.75 24,162,091.75

6/30/2029 13,885,000 ** 10,269,190.50 24,154,190.50

6/30/2030 14,170,000 ** 9,980,631.75 24,150,631.75

6/30/2031 14,485,000 ** 9,662,798.00 24,147,798.00

6/30/2032 14,825,000 ** 9,316,087.00 24,141,087.00

6/30/2033 15,190,000 ** 8,942,147.50 24,132,147.50

6/30/2034 15,585,000 ** 8,544,192.75 24,129,192.75

6/30/2035 16,005,000 ** 8,123,691.75 24,128,691.75

6/30/2036 16,450,000 ** 7,682,716.50 24,132,716.50

6/30/2037 16,910,000 ** 7,221,448.00 24,131,448.00

6/30/2038 17,390,000 ** 6,738,047.50 24,128,047.50

6/30/2039 17,905,000 ** 6,230,985.25 24,135,985.25

6/30/2040 18,435,000 ** 5,697,020.00 24,132,020.00

6/30/2041 18,985,000 ** 5,139,654.50 24,124,654.50

6/30/2042 19,555,000 ** 4,561,430.00 24,116,430.00

6/30/2043 20,150,000 ** 3,957,512.50 24,107,512.50

6/30/2044 20,765,000 ** 3,329,115.00 24,094,115.00

6/30/2045 21,400,000 ** 2,674,162.25 24,074,162.25

6/30/2046 22,055,000 ** 1,993,430.25 24,048,430.25

6/30/2047 21,445,000 ** 1,311,591.50 22,756,591.50

6/30/2048 19,095,000 ** 674,150.00 19,769,150.00

6/30/2049 10,135,000 ** 207,566.00 10,342,566.00

6/30/2050 1,695,000 2.480% 21,018.00 1,716,018.00

457,590,000 200,536,803.50 658,126,803.50

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

Aggregate Subordinate Lien Debt Service



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 665,000 1.220% 612,157.00 1,277,157.00

6/30/2023 675,000 1.390% 603,409.25 1,278,409.25

6/30/2024 685,000 1.570% 593,340.75 1,278,340.75

6/30/2025 700,000 1.680% 582,083.50 1,282,083.50

6/30/2026 715,000 1.760% 569,911.50 1,284,911.50

6/30/2027 730,000 1.970% 556,429.00 1,286,429.00

6/30/2028 745,000 2.190% 541,080.75 1,286,080.75

6/30/2029 765,000 2.360% 523,896.00 1,288,896.00

6/30/2030 785,000 2.540% 504,899.50 1,289,899.50

6/30/2031 805,000 2.650% 484,263.75 1,289,263.75

6/30/2032 830,000 2.750% 462,185.00 1,292,185.00

6/30/2033 850,000 2.800% 438,872.50 1,288,872.50

6/30/2034 875,000 2.860% 414,460.00 1,289,460.00

6/30/2035 900,000 2.880% 388,987.50 1,288,987.50

6/30/2036 930,000 2.910% 362,496.00 1,292,496.00

6/30/2037 955,000 3.110% 334,114.25 1,289,114.25

6/30/2038 985,000 3.110% 303,947.25 1,288,947.25

6/30/2039 1,015,000 3.110% 272,847.25 1,287,847.25

6/30/2040 1,050,000 3.120% 240,684.00 1,290,684.00

6/30/2041 1,080,000 3.120% 207,456.00 1,287,456.00

6/30/2042 1,115,000 3.200% 172,768.00 1,287,768.00

6/30/2043 1,150,000 3.200% 136,528.00 1,286,528.00

6/30/2044 1,190,000 3.210% 99,028.50 1,289,028.50

6/30/2045 1,225,000 3.210% 60,267.75 1,285,267.75

6/30/2046 1,265,000 3.210% 20,303.25 1,285,303.25

22,685,000 9,486,416.25 32,171,416.25

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

Subordinate Lien Rev Bonds, Series 2015E



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 1,705,000 0.910% 1,302,330.25 3,007,330.25

6/30/2023 1,720,000 0.990% 1,286,058.50 3,006,058.50

6/30/2024 1,735,000 1.090% 1,268,088.75 3,003,088.75

6/30/2025 1,755,000 1.200% 1,248,103.00 3,003,103.00

6/30/2026 1,775,000 1.290% 1,226,124.25 3,001,124.25

6/30/2027 1,795,000 1.370% 1,202,379.75 2,997,379.75

6/30/2028 1,820,000 1.570% 1,175,797.00 2,995,797.00

6/30/2029 1,850,000 1.690% 1,145,877.50 2,995,877.50

6/30/2030 1,880,000 2.010% 1,111,351.00 2,991,351.00

6/30/2031 1,920,000 2.180% 1,071,529.00 2,991,529.00

6/30/2032 1,960,000 2.290% 1,028,159.00 2,988,159.00

6/30/2033 2,005,000 2.330% 982,358.75 2,987,358.75

6/30/2034 2,050,000 2.390% 934,503.00 2,984,503.00

6/30/2035 2,105,000 2.520% 883,482.50 2,988,482.50

6/30/2036 2,155,000 2.500% 830,022.00 2,985,022.00

6/30/2037 2,210,000 2.540% 775,017.50 2,985,017.50

6/30/2038 2,270,000 2.710% 716,192.00 2,986,192.00

6/30/2039 2,335,000 2.710% 653,794.25 2,988,794.25

6/30/2040 2,400,000 2.710% 589,635.00 2,989,635.00

6/30/2041 2,470,000 2.710% 523,646.50 2,993,646.50

6/30/2042 2,540,000 2.710% 455,761.00 2,995,761.00

6/30/2043 2,615,000 3.040% 381,596.00 2,996,596.00

6/30/2044 2,690,000 3.040% 300,960.00 2,990,960.00

6/30/2045 2,770,000 3.040% 217,968.00 2,987,968.00

6/30/2046 2,850,000 3.040% 132,544.00 2,982,544.00

6/30/2047 2,935,000 3.040% 44,612.00 2,979,612.00

56,315,000 21,487,890.50 77,802,890.50

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

Subordinate Lien Rev Bonds, Series 2016D



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 2,170,000 0.930% 1,862,989.50 4,032,989.50

6/30/2023 2,190,000 1.080% 1,841,073.00 4,031,073.00

6/30/2024 2,215,000 1.200% 1,815,957.00 4,030,957.00

6/30/2025 2,240,000 1.310% 1,787,995.00 4,027,995.00

6/30/2026 2,270,000 1.440% 1,756,979.00 4,026,979.00

6/30/2027 2,305,000 1.540% 1,722,886.50 4,027,886.50

6/30/2028 2,340,000 1.640% 1,685,950.00 4,025,950.00

6/30/2029 2,380,000 1.810% 1,645,223.00 4,025,223.00

6/30/2030 2,425,000 2.010% 1,599,312.75 4,024,312.75

6/30/2031 2,475,000 2.190% 1,547,840.25 4,022,840.25

6/30/2032 2,535,000 2.370% 1,490,699.25 4,025,699.25

6/30/2033 2,595,000 2.470% 1,428,611.25 4,023,611.25

6/30/2034 2,665,000 2.550% 1,362,584.25 4,027,584.25

6/30/2035 2,730,000 2.610% 1,292,979.00 4,022,979.00

6/30/2036 2,805,000 2.660% 1,220,046.00 4,025,046.00

6/30/2037 2,880,000 2.710% 1,143,715.50 4,023,715.50

6/30/2038 2,955,000 2.740% 1,064,208.00 4,019,208.00

6/30/2039 3,035,000 2.790% 981,386.25 4,016,386.25

6/30/2040 3,120,000 2.920% 893,496.00 4,013,496.00

6/30/2041 3,210,000 2.930% 800,917.50 4,010,917.50

6/30/2042 3,300,000 2.930% 705,546.00 4,005,546.00

6/30/2043 3,395,000 2.940% 607,294.50 4,002,294.50

6/30/2044 3,495,000 3.020% 504,613.50 3,999,613.50

6/30/2045 3,595,000 3.020% 397,554.50 3,992,554.50

6/30/2046 3,700,000 3.010% 287,585.00 3,987,585.00

6/30/2047 3,810,000 3.000% 174,750.00 3,984,750.00

6/30/2048 3,920,000 3.000% 58,800.00 3,978,800.00

76,755,000 31,680,992.50 108,435,992.50

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

Subordinate Lien Rev Bonds, Series 2017C



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 2,725,000 1.650% 2,747,583.25 5,472,583.25

6/30/2023 2,765,000 1.720% 2,701,323.00 5,466,323.00

6/30/2024 2,810,000 1.810% 2,652,113.50 5,462,113.50

6/30/2025 2,855,000 1.900% 2,599,560.50 5,454,560.50

6/30/2026 2,910,000 1.970% 2,543,774.50 5,453,774.50

6/30/2027 2,965,000 2.030% 2,485,016.25 5,450,016.25

6/30/2028 3,025,000 2.080% 2,423,461.50 5,448,461.50

6/30/2029 3,090,000 2.230% 2,357,548.00 5,447,548.00

6/30/2030 3,160,000 2.380% 2,285,490.50 5,445,490.50

6/30/2031 3,240,000 2.490% 2,207,548.50 5,447,548.50

6/30/2032 3,320,000 2.610% 2,123,884.50 5,443,884.50

6/30/2033 3,410,000 2.680% 2,034,864.50 5,444,864.50

6/30/2034 3,505,000 2.760% 1,940,801.50 5,445,801.50

6/30/2035 3,605,000 2.810% 1,841,782.25 5,446,782.25

6/30/2036 3,710,000 2.850% 1,738,264.50 5,448,264.50

6/30/2037 3,820,000 2.880% 1,630,389.00 5,450,389.00

6/30/2038 3,935,000 2.920% 1,517,930.00 5,452,930.00

6/30/2039 4,055,000 2.940% 1,400,870.50 5,455,870.50

6/30/2040 4,180,000 3.220% 1,273,964.00 5,453,964.00

6/30/2041 4,305,000 3.220% 1,137,355.50 5,442,355.50

6/30/2042 4,440,000 3.220% 996,561.00 5,436,561.00

6/30/2043 4,580,000 3.220% 851,339.00 5,431,339.00

6/30/2044 4,720,000 3.220% 701,609.00 5,421,609.00

6/30/2045 4,870,000 3.060% 551,106.00 5,421,106.00

6/30/2046 5,025,000 3.060% 399,712.50 5,424,712.50

6/30/2047 5,190,000 3.060% 243,423.00 5,433,423.00

6/30/2048 5,360,000 3.060% 82,008.00 5,442,008.00

101,575,000 45,469,284.25 147,044,284.25

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

Subordinate Lien Rev Bonds, Series 2018B



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 4,090,000 1.670% 4,635,114.00 8,725,114.00

6/30/2023 4,155,000 1.760% 4,564,398.50 8,719,398.50

6/30/2024 4,225,000 1.840% 4,488,964.50 8,713,964.50

6/30/2025 4,300,000 1.930% 4,408,599.50 8,708,599.50

6/30/2026 4,380,000 2.030% 4,322,647.50 8,702,647.50

6/30/2027 4,465,000 2.120% 4,230,861.50 8,695,861.50

6/30/2028 4,560,000 2.200% 4,133,372.50 8,693,372.50

6/30/2029 4,655,000 2.250% 4,030,843.75 8,685,843.75

6/30/2030 4,765,000 2.380% 3,921,771.50 8,686,771.50

6/30/2031 4,880,000 2.540% 3,803,092.00 8,683,092.00

6/30/2032 5,005,000 2.680% 3,674,049.00 8,679,049.00

6/30/2033 5,140,000 2.810% 3,534,765.00 8,674,765.00

6/30/2034 5,285,000 2.890% 3,386,179.75 8,671,179.75

6/30/2035 5,440,000 2.950% 3,229,571.50 8,669,571.50

6/30/2036 5,600,000 3.010% 3,065,051.50 8,665,051.50

6/30/2037 5,770,000 3.050% 2,892,779.00 8,662,779.00

6/30/2038 5,945,000 3.090% 2,712,936.25 8,657,936.25

6/30/2039 6,135,000 3.200% 2,522,926.00 8,657,926.00

6/30/2040 6,325,000 3.160% 2,324,831.00 8,649,831.00

6/30/2041 6,530,000 3.160% 2,121,722.00 8,651,722.00

6/30/2042 6,740,000 3.160% 1,912,056.00 8,652,056.00

6/30/2043 6,960,000 3.160% 1,695,596.00 8,655,596.00

6/30/2044 7,190,000 3.160% 1,472,026.00 8,662,026.00

6/30/2045 7,430,000 3.420% 1,231,371.00 8,661,371.00

6/30/2046 7,675,000 3.420% 973,075.50 8,648,075.50

6/30/2047 7,935,000 3.420% 706,144.50 8,641,144.50

6/30/2048 8,200,000 3.420% 430,236.00 8,630,236.00

6/30/2049 8,480,000 3.420% 145,008.00 8,625,008.00

162,260,000 80,569,989.25 242,829,989.25

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

Subordinate Lien Rev Bonds, Series 2018F



Period 

Ending Principal Coupon Interest Debt Service

6/30/2022 1,120,000 0.120% 589,669.50 1,709,669.50

6/30/2023 1,120,000 0.140% 588,213.50 1,708,213.50

6/30/2024 1,125,000 0.170% 586,473.25 1,711,473.25

6/30/2025 1,125,000 0.220% 584,279.50 1,709,279.50

6/30/2026 1,130,000 0.270% 581,516.50 1,711,516.50

6/30/2027 1,135,000 0.400% 577,721.00 1,712,721.00

6/30/2028 1,140,000 0.530% 572,430.00 1,712,430.00

6/30/2029 1,145,000 0.630% 565,802.25 1,710,802.25

6/30/2030 1,155,000 0.760% 557,806.50 1,712,806.50

6/30/2031 1,165,000 0.840% 548,524.50 1,713,524.50

6/30/2032 1,175,000 1.110% 537,110.25 1,712,110.25

6/30/2033 1,190,000 1.330% 522,675.50 1,712,675.50

6/30/2034 1,205,000 1.510% 505,664.25 1,710,664.25

6/30/2035 1,225,000 1.580% 486,889.00 1,711,889.00

6/30/2036 1,250,000 1.660% 466,836.50 1,716,836.50

6/30/2037 1,275,000 1.730% 445,432.75 1,720,432.75

6/30/2038 1,300,000 1.780% 422,834.00 1,722,834.00

6/30/2039 1,330,000 1.820% 399,161.00 1,729,161.00

6/30/2040 1,360,000 1.860% 374,410.00 1,734,410.00

6/30/2041 1,390,000 1.900% 348,557.00 1,738,557.00

6/30/2042 1,420,000 2.340% 318,738.00 1,738,738.00

6/30/2043 1,450,000 2.340% 285,159.00 1,735,159.00

6/30/2044 1,480,000 2.340% 250,878.00 1,730,878.00

6/30/2045 1,510,000 2.340% 215,895.00 1,725,895.00

6/30/2046 1,540,000 2.340% 180,210.00 1,720,210.00

6/30/2047 1,575,000 2.480% 142,662.00 1,717,662.00

6/30/2048 1,615,000 2.480% 103,106.00 1,718,106.00

6/30/2049 1,655,000 2.480% 62,558.00 1,717,558.00

6/30/2050 1,695,000 2.480% 21,018.00 1,716,018.00

38,000,000 11,842,230.75 49,842,230.75

Debt Outstanding as of September 1, 2021

Bond Debt Service

Houston Combined Utility System

Subordinate Lien Rev Bonds, Series 2020E



Credit Provider Description Series Amount Exp. Date Asso. Facility Fee Interest Rate
Bank of America CP Liquidity SERIES B-1 100,000,000  8/19/2027 Revolving Credit Agmt 0.29% *
Morgan Stanley CP Liquidity SERIES B-2 75,000,000 3/13/2022 Extendable CP ECP Appropriation Only 

Sumitomo CP Liquidity SERIES B-3 75,000,000 1/10/2025 Direct Pay LOC 0.45% **
PNC CP Liquidity SERIES B-4 100,000,000 7/12/2022 Revolving Credit Agmt 0.26% ***

Morgan Stanley CP Liquidity SERIES B-5 250,000,000 3/1/2023 Extendable CP ECP Appropriation Only 
Bank of America CP Liquidity SERIES B-6 100,000,000 8/19/2027 Revolving Credit Agmt 0.29% *

*

**

***

The rate for a draw on commercial paper is equal to the greatest of (i) the Prime Rate in effect at such 
time plus one percent (1.00%), (ii) the Federal Funds Rate in effect at such time plus two percent 
(2.00%), and (iii) seven percent (7.00%). 
The rate for a draw on commercial paper is equal to the greatest of (i) the Prime Rate plus two percent 
(2.00%), (ii) the Federal Funds Rate plus three percent (3.00%), (iii) the SIFMA Rate in effect at such 
time plus three percent (3.00%) and  (iv) seven percent (7.00%). 
The rate for a draw on commercial paper is equal to the greatest of (i) the Prime Rate in effect at such 
time (2.00%), (ii) the Overnight Bank Funding Rate in effect at such time plus fifty basis points (0.50%), 
(iii) the Daily LIBOR Rate in effect at such time plus one hundred basis points (1.00%) and  (iv) eight 
percent (8.00%). 
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Attachment 4 



I, PATRICIA JEFFERSON-DANIEL, City Secretary of the City of Houston, Texas, do

hereby certify that the within and foregoing is a true and correct copy of the Table of Water

and Wastewater Rates passed and adopted by Ordinance 2021-515 by the City Council of

said City on the 23rd day of June, 2021, as the same appears in the records in my office

WITNESS my hand and the Seal of said City this 1st day of September, 2021.

Patricia Jefferson-Daniel
City Secretary of the City of Houston



HOUSTON
PUBLIC WORKS

TABLE OF WATER AND WASTEWATER RATES
September 1, 2021

In accordance with Section 4 of Ordinance No. 2021-515, the following are the final rates and charges for
water and wastewater services for Fiscal Years Ending (FYE) 2022 --2026 as adopted by Houston Public
Works, and as recommended by the Amended Rate Study dated August 2021. These final rates and
charges do not in any case deviate from the scheduled dates or exceed the maximum rates and charges
for any customer type authorized by Ordinance No. 2021-515. Upon publication of this document on the
City Secretary's website as of September 1, 2021, the rates and charges set forth below are final and
shall be implemented in accordance with their respective effective dates without further action of City
Council.

As noted in Ordinance No. 2021-515, Section 5.2 of the Master Ordinance and Ordinance No. 2010-305,
collectively, require certain automatic annual adjustments to the water and wastewater rates based on

inflationary indices described therein. Those automatic adjustments were not altered by Ordinance
2021-515 and will continue to occur annuallyas required by the Master Ordinance.

Signed
Carol Ellinger HNtidW "P.E.
Director, HPW

PO Box 1562 | Houston, Texas 77251-1562 | HoustonPublicWorks.org
Capital Projects | Customer Account Services | Houston Permitting Center | Houston Water | Transportation & Drainage Operations



Table 1- Water MonthlyService Charges and Future Adjustments

Month of Increase Sept. 2022 April 2022 April 2o23 [ April 2o24 April 2025 April 2o26
Charges FutureAdjustments

5/8-inch $6.25 +$0-32 +so.19 +so.17 +so.14 +so.o3

3/4-inch 6.25 +0·32 +o.19 +0.17 +o.14 +o.o3

1-inch 8.80 +o.go +o-32 +0.28 +o.25 +0-05

11/2-inch 12-43 +0-52 +0-50 +0-45 +o.42 +0.06

2-inch 14.61 +o-59 +0.60 +o-56 +o-52 +0-07

3-inch 32-76 +1.2o +1.49 +1.4o +1·34 +o.17

4-inch 63·27 +2.21 +2.99 +2.81 +2.72 +o-32

6-inch 147.88 +5-02 +7.14 +6.72 +6-56 +o-75

8-inch 184.20 +6.21 +8-93 +8.41 +8.19 +0.95

1o-inch 244.84 +8.23 +11.90 +11.22 +10.94 +1.26

12-inch 341.44 +11-43 +16.64 +15.69 +15·31 +1.76

TCEQ Fee per connection o.21 +o.oo +o.oo +o.oo +o.oo +o.oo



Table 2 - Water Monthly service Charges and Future Adjustments: Special Customer Types

Month of Increase Sept. 2o22 April 2o22 : April 2o23 April 2o24 April 2025 Q April 2o26
Charges FutureAdjustments

Transient:
1-inch $95.00 +s11.96 +$7-75 +s12.88 +$7.71 +$12.84
2-inch 185.00 +20.00 +15.00 +25.00 +15-00 +25-00

3-inch 46o.oo +51-36 +37.69 +62.86 +37·78 +62.gg
Resale:
5/8- and 3/4-inch s24.o5 +so.20 +*0-09 +so.o6 +so.03 +50-00

1-inch 39.00 +0.27 +0.12 +0.10 +0.07 +o.og

11/2-inch 60.40 +o-31 +0.19 +0.16 +0.13 +0.11

2-inch 73-25 +0.33 +0.22 +o.2o +0.17 +0.15

3-inch 180.00 +o.83 +0-51 +o-So +0.48 +0.46
4-inch 36o.oo +1.oo +1.oo +1.oo +1.oo +1.oo

6-inch 859.00 +1.76 +2-34 +2-40 +2-45 +2-49

8-inch 1075-00 +0·25 +2·91 +3.00 +3.08 +3.13

Metered Fire:
5/8-inch $4.70 +so.23 +50-08 +SO-05 +50·09 +so.o1

3/4-inch 4.7o +0.23 +o.o8 +0.05 +0·09 +0.01

1-inch 6.15 +0·27 +o.11 +o.og +o.18 +o.o7

11/2-inch 8.20 +o-35 +0.16 +o.14 +o-31 +0.14

2-inch 9-45 +0-38 +0.19 +o.17 +o-38 +0.19

3-inch 2o.oo +0.48 +o.44 +0.41 +1.01 +o-58

4-inch 37.oo +1.37 +o.85 +o.84 +2.o7 +1.21

6-inch 85-00 +3.00 +2-00 +2-00 +5·00 +3-00

8-inch lo5.oo +4-3o +2.49 +2-5o +6.26 +3-77

lo-inch 140.oo +4.87 +3.32 +3-33 +8-36 +5-05

Unmetered Fire:
5/8- and 3/4-inch $6.7o +so.21 +so.o5 +so.o5 +$0·04 +50-00

1-inch 9.55 +o.23 +0·07 +0·09 *0·09 +0·02

11/2-inch 13.60 +0.29 +o.og +0.14 +o.17 +o.o7

2-inch 16.05 +0.30 +o.11 +0.16 +0.22 +o.1o

3-inch 36.00 +o.87 +o.23 +0.42 +0-59 +0-37

4-inch 70.00 +1.35 +0.44 +o.84 +1.24 +o.79

6-inch 165.00 +2.00 +1.00 +2.00 +3.00 +2.00

8-inch 205.00 +3-05 +1.24 +2.50 +3-76 +2-52

10-inch 275.00 +1.60 +1.65 +3-33 +5·03 +3-38

12-inch 380.00 +5.79 +2·30 +4.66 +7.o5 +4-75



Table 3
- Single Family Residential Water Volume Rates and Future Adjustments

I

Month of Increase Sept. 2o22 April 2022 April 2o23 9 April 2o24 April 2o25 ARril 2o26

Rates Future Adjustments
Customers with usage up to 3,ooo gallons per month:
First i kgal

Next i kgal $1.oo +so.2o +so.1o +$o.2o +so.15 +$o.1o

Next i kgal
* Single family residential customers who use 3,ooo gallons or less per month receive a conservation credit.

Customers with Usage over 3,ooo gallons per month:
First i kgal

Next i kgal

Next i kgal

Nextikgal
$550 +so.60 **°·4° +$050 +so·50 +so-50

Nextikgal
Nextikgal
Next 6 kgal 8.oo +o.65 +0-45 +o.65 +o·55 +o.7o

Next 8 kgal 11.oo +0.65 +0·35 +o.8o +o-50 +0·70

Over 2o kgal 15.oo +o.65 +o-35 +o.65 +o-35 +0-50



Table 4
- Sample Single Family Residential Water Bills and Future Adjustments

Month of Increase Sept. 2o22 April 2o22 April 2o23 April 2o24 April 2o25 April 2o26

Bill Amount Increase to Bill Amount
Meter Charge + TCEQ Fee $6.46 +so-32 +so.19 +$o.17 +so.14 +so.o3

1,000 gallons 7.46 +o.52 +0-29 +0-37 +0·29 +o.13

2,ooo gallons 8.46 +o.72 +o 39 *0 57 *0-44 +0-23

3,ooo gallons 9.46 +o.92 +o.49 +o.77 +o-59 +o-33

4,ooo gallons 28.46 +2.72 +1.79 +2.17 +2.14 +2.03

5,ooo gallons 33·96 +3·32 +2.19 +2.67 +2.64 +2-53
6,ooo gallons 39.46 +3 92 +2·59 +3.17 +3.14 +3-03



Table 5
- Retail Water Volume Rates and Future Adjustments

Sept. 2o21 April 2o22 April 2023 April 2o24 April 2025 April 2o26
Rates Future Adjustments

Multifamily
. All Usage $5 45 +$0-49 +so-36 +so-45 +$0·47 **0·42

Residential
Commercial/

All Usage 5·55 +o.6o +o.go +o.6o +o-57 +0-52
Industrial

Block 1
--- --- --- --- --- ---

Irrigation Block 2 --- --- --- --- --- ---

All Usage io.oo +o-45 +0·27 +0-45 +o.44 +o-39
Transient All Usage io.oo +o-45 +0.27 +0-45 +0-44 +0-39

Resale All Usage io.oo +o·45 +0·27 +0·45 +0·44 +0-39

Emergency Backup All Usage 10.00 +o-45 +0-27 +0·45 +o.44 +o-39
Metered Fire All Usage 10.00 +o-45 +0·27 +o.45 +o.44 +o-39



Table 6 - Wholesale Water Volume Rates and Future Adjustments
FYE2o24 FYE2o25 • •

Sept. 2o21 April 2o22 April 2o23 April 2o24 ( April 2o25 April 2026
Rates Future Adjustments

. Minimum $3-35 +so·35 +so.o2 +so.11 +so.17 +so.1o
Contract w/Airgap

Excess o.85 +o.o5 +o.o2 +o.o8 +o.o5 +o.o5

. Minimum 4.o5 +o.15 +0-02 +0-05 +o.15 +o.15
Contract w/o Airgap

Excess o.85 +0-05 +o.o2 +o.o8 +o.o5 +o.o5

GRPAreas18:2AllUsage 2.68 +o.28 +o.o2 +o.o8 +o.14 +o.o8

GRP Area 3 All Usage 1.01 +o.11 +1.12 +o.o7 +o.10 +o.o6

Contract Untreated All Usage o.850o 0.0000 o.oooo 0.0000 o.oooo o.oooo



Table 7
- Wastewater Monthly Service Charges and Future Adjustments

Month of Increase Sept. 2o22 April 2o22 p April 2o23 April 2o24 | April 2o25 April 2o26

Charges FutureAdjustrnents
5/8-inch $10.00 +si-50 +$1.00 +s1.10 +so.6o +so.60

3/4-inch lo.oo +1-50 +1.00 +1.10 +0.60 +o.6o

1-inch 12-45 +1.79 +2.15 +1.61 +0.96 +1.08

11/2-inch 15-93 +2·23 +3·78 +2.25 +1-57 +1.49

2-inch 18.03 +2·47 +4-76 +2.62 +1.96 +1.70

3-inch 35.46 +4.60 +12.60 +5 92 +4.63 +4-03

4-inch 64.76 +8.16 +25-37 +11.87 +9.og +7.97

6-inch 146.02 +18.05 +6o.8o +28·36 +21.47 +18.89

8-inch 18o.go +22.29 +76.01 +35-43 +26.79 +23·58

lo-inch 239.14 +29.38 +101.40 +47.26 +35.66 +31.40

12-inch 331.92 +40.65 +141.85 +66.09 +49.79 +43.87

16-inch 805.89 +98 31 +348.49 +162·30 +122.00 +107-56



Table 8 - Wastewater Monthly Service Charges and Future Adjustments:
Special Customer Types

FYE 2o23 FYE 2o25

Month of Increase Sept. 2o22 April 2o22 April 2o23 April 2o24 April 2o25 | April 2026

Charges Future Adjustments
Industrial with Surcharge:
Industrial Program sloo.oo +s2oo.oo +s200.oo +s2oo.oo +s2oo.oo +s25o.oo
Sewer Only:
Single Family Res. $36.00 +$5·00 +$4·00 +*5.00 +55-00 +$5-00

Duplex 72.00 +10.00 +8.00 +10.00 +10.00 +10.00

Multifamily Res- 36.00 +5.oo +4.00 +5.oo +5·00 +5 00

Commercial 72.oo +1o.oo +8.oo +1o.oo +1o.oo +1o.oo

industrial 72.00 +10.00 +8.00 +10.00 +10.00 +10.00



Table 9
- Single Family Residential Wastewater Volume Rates and Future Adjustments

Month of Increase Sept. 2o21 April 2o22 ) April 2o23 April 2o24 April 2o25 i April 2026

Rates Future Adjustments
First i kgal

Next i kgal $4.oo +so·50 +$0·30 +$1.00 +so-75 +$0·40

Nextikgal
Next i kgal

Nextikgal lo·50 +0·75 +0·25 +0-75 +0-30 +0·70

Over5kgal



Table to - Sample Single Family Residential Wastewater Bills and Future Adjustments

Month of Increase Sept. 2o22 April 2o22 April 2o23 Q April 2o24 April 2o25 April 2o26

Bill Amount Increase to Bill Amount
Meter Charge only $10.00 +$1-50 +$1.00 +si.10 +so.60 +so.6o

1,ooo gallons 14.oo +2.oo +1·30 +2.10 +1-35 +1.oo

2,000 gallOns 18.00 +2.50 +1.60 +3.10 +2.10 +1.40

3,ooo gallons 22.oo +3.oo +1.go +4.10 +2.85 +1.8o

4,ooo gallons 32·50 +3·75 +2.15 +4.85 +3.15 +2·50

5,000 gallons 43-00 +4-50 +2-40 +5.60 +3·45 +3-20

6,000 gallons 53-50 +5·25 +2.65 +6-35 +3-75 +3-90



Table 11- Retail WastewaterVolume Rates and Future Adjustments

Sept. 2o22 April 2o22 April 2o23 April 2024 April 2o25 Apríl 2026

Rates Future Adjustments
Multifamily

All Flow $7.go +so.66 +so.29 +so.go +so·53 +so.6o
Residential
Commercial All Flow 7.go +o.66 +o.29 +o.go +o-53 +o.6o

First 2 kgal --- --- --- --- --- ---
Industrial (no

Over 2 kgal --- --- - -- --- ---
surcharge)

All Usage 7.4o +o.66 +o.29 +o.go +0-53 +o.6o

All Flow 8.oo +o.6o +o.1o +o.65 +0.25 +0·25

Industrial with BOD (per Ib) 0.4437 +0·0512 +o.o376 +o.o638 +o.oço2 +o.o386

Surcharge TSS(perlb) 0.3384 +0-0347 +o.o122 +o.o349 +o.o184 +o.o18o

Ammonia (per Ib) 0.6253 +0·0549 -o.o126 +0.0351 +o.oo79 -o.oo8o



Table 12 - Wholesale WastewaterVolume Rates and Future Adjustments

Sept. 2022 April 2o22 April 2o23 i April 2024 April 2o25 April 2o26

Rates Future Adjustments
Capital without

All Flow $1.65 +$0-00 +$0·00 +$0-00 +$0·00 +$0-00
Collection System

Capital with
All Flow 3.oo +o.12 +o.oo +o.o5 +o.o1 +o.oo

Collection System
No Capital with

All Flow 6.25 +o.oo +o.15 +o.67 +o.4o +o.44
Collection System
Connection-based All Connections 25.oo +o-30 +1.42 +2.87 +1.71 +1-93
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