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This Official Notice of Sale does not alone constitute an invitation for bids but Is r:1erely notice of sale of the Cerificates
described herein. The invitation for bids on such Certificales is being made by means of this Official Notice of Sale, the Official
Bid Form and the Preliminary Official Statement.

OFFICIAL NOTICE OF SALE

$1.,500,000
CITY OF HELOTES, TEXAS
(Bexar County, Texas)

COMBINATION TAX AND LIMITED PLEDGE REVENUE CERTIFICATES OF OBLIGATION, SERIES 2002

CERTIFICATES OFFERED FOR SALE AT COMPETITIVE BID: The City Council of the City of Helotes, Texas (the “Issuer” or
"City") is offering for sale at competitive bid 51,500,000 Combination Tax and Limited Pledge Revenue Certificates of Obligation,
Series 2002 {the "Certificates"). Sidders may submit bids for the Certificates by any of the following methods:

(§)] Deliver bids directly to the City as described below in "Bids Delivered Directiy to the City",
(2) Submit bids electronically as described below in "Electronic Bidding Procedures™; or
(3) Submit bids by facsimile as described below in "Facsimile Bidding Procedures”.

All bids must be delivered or submitted prior to the respective times set forth below on the date scheduled for bicd
opening. Any bid received after such schaduled time will not be accepted. Bids by telephone will not be accepted.

Bidders who wish to submit their bids electronically or by facsimile must provide to Mark M. McLiney, SWS Securities, 711
Navarro, Sulte 490, San Antonio, Texas 78205, no later than 10:00 A.M., Central Time, Thursday, August 8, 2002, two signed
copies of the "Official 8id Form” and two signed es of the issue Price Certificate. together with an envelope addressed to

the Mayor and City Council, City of Helotes, Texas and plainly marked "Bid for Cerlificates”.

Bids will be opened and publicly read at 11:00 z.m., Central Time following which the bids will be evaluated by the Financial
Advisor and the City Administrator of the City of Helotes, Texas. By 12:00, noon, on August 8, 2002, the City Administrator shall
award the Certificates to the low qualified bidder subject to final approval of the City Councll which will convene at a Regular
Meeting at 6:00 P.M. Central Time on the same date and take action as they deem appropriate, which shall constitute the
contract, as evidenced by the Ordinance, with the low quafified bidder.

BIDS DELIVERED DIRECTLY TO THE CITY. Bids delivered directly to the City, which must be submitted in duplicate on the
Official Bid Ferm and plainly marked “Bid for Certificates”, are to be addressed to “Mayor and City Council, City of Helotes,
12951 Bandera Road, Helotes, Texas 78023-0507." All such bids must be delivered al the above address no later than 11:00
A.M., Central Time on the dale of the bid opening described above.

ELECTRONIC BIDDING PROCEDURES: Interested bidders may, at their option, mail two glgned Bid Forms to Mark M.
Mcliney, SWS Securilies, 711 Navarro, Suite 490, San Antonio, Texas 78205, and submit their bid by electronic media, as
described befow, by 11:00 a.m., Cenlral Time, on Thursday, August 8, 2002. Signed Bid Forms must be received by 10:00
A.M., Thursday, August 8, 2002,

Any prospective bidder that intends to submit an electronic bid must submit its electronic bid via the facilities of the Dalcomp
BIDCOMP/PARITY System (*PARITY™). In the event of a matfunction In the electronic bidding precess, bidders may submit

their bids by facsimile as described below. Any bid received after the scheduled time for their receipt will not be accepted.

Notice is hereby given that electronic proposals will be recelved via PARITY, in the manner described below, until 11:00 a.m.,
Central Time on Thursday, August 8, 2002. Bids may be submitted electronically via PARITY pursuant ta this notice until 11:00
a.m., Central Time, but no bid will be received after the time for receiving bids specified above. To the extent any instructions or
directions set forth in PARITY conflict with this notice, the terms of this Nalice shall control. For further information about
PARITY, potential bidders may conlact the Financial Advisor or PARITY at (212) 806-8304

In the event of a malfunction in the electrenic bidding process, bidders may submit their bids by facsimile as described below.
Any bid received after the scheduled time for their receipt will not be accepted.

The official time for the receipt of electronic bids shall be the time maintained by PARITY. All electronic bids shall be deemed to
incorporate the provisions of the Official Notice of Sale, Official Bid Form and the Official Statement.

An electronic bid made through the facilities of the PARITY System shall be deemed an irevocable offer to purchase the
Certificates on the terms provided in the Official Notice of Sale, and shall be binding upon the bidder as if made by a signed and
sealed bid delivered to the City. The City shall not be responsible for any malfunction or mistake made by, or as a result of the
use of PARITY, the use of such facilities being at the sole risk of the prospective bidder.

FACSIMILE BIDDING PROCEDURES:, interested bidders may, at their option, utilize the fax method for submitting a bid.

On the day of the sale, bids will he accepted by fax until 11:00 a.m., Central Time, at (210) 695-2123, attention Ms. Marie
Gelles, City Administrator. Each bid recelved by fax will be attached to the carresponding signed bid form as mentioned above,
after which such bids will be submitted on such bid forms to the City in the manner provided above. SWS Securities will not be
responsible for submitting bids received after the 11:00 a.m., Central Time deadline. The official time for the receipt of facsimile
bids shall be the lime maintained by the City.

Neither the City nor SWS Securities is responsible for any failure of their or the sender's fax machine, any failed delivery of a
fax, any incomplete or ambiguous transmittals, or the disclosure of the bid to any persons prior to bid opening. ! any portion of
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a faxed or telecopied bid is illegible, the City and SWS Securities may, at their option, either call any provided reference number
for clarification or reject the bid. Bidders who telecopy or fax bids do so at their own risk. Ail such bids shall be binding

on the bidder.

AWARD AND SALE OF THE CERTIFICATES: By 12:00 noon, on the date set for receipt of bids, the City Administrator shall
award the Cerlificates to the low gualified bidder subject to final approval of the City Council which will lake action to adopt an
Ordinance (the “Ordinance™) authorizing the issuance and awarding sale of the Cerlificates or will reject all bids promptly al a
scheduled meeting to commence at 6:00 P.M, Central Time on Thursday, August 8, 2002. The Issuer reserves the right to

reject any or all bids and to waive any iregularities, except time of filing.
The lssuer intends to award the Certificates on the basis of the lowest true interest cost bid.
THE CERTIFICATES

DESCRIPTION OF CERTAIN TERMS OF THE CERTIFICATES: The Certificates will be dated August 1, 2002 (the “Dated
Date”) with interest to accrue from the Dated Date and payable initially on February 1, 2003 and semiannually on August 1 and
February 1 thereafter until the earfier of maturity or prior redemption. The Certificates will be issued as fully registered
obligations in book-entry farm only and when issued will be registered in the name of Cede & Co., as nominee of The Depository
Trust Company {"DTC"}, New York, New York. DTC wilt act as securities depository (the “Securilies Depository”). Book-entry
interests in the Certificates will be made available for purchase in the principal amount of $5,000 or any integral mulliple thereof.
Purchasers of the Certificates (“Beneficial Owners") will not receive physical delivery of Certificales representing their interest in
the Certificates purchased. So long as DTC or its nominee is the registered owner of the Certificates, the princlpal of and
inlerest on the Certificates will be payable by The Bank of New York Trust Company of Florida, N.A., Jacksonville, Florida, as
Paying Agent/Registrar, to the Securilies Depository, which will in turn remit such principal and interest to its Participants, which
will in turn remit such principal and interest to the Beneficial Owners of the Certificates. (See “BOOK-ENTRY-ONLY SYSTEM"
in the Official Statement.) The Certificates will be stated to mature on February 1 in each of the following years in the following

amounts:

STATED MATURITY SCHEDULE

Stated Principal Stated Principal

Maturity Amount Maturity Amount
2003 $ 70,000 2010 $ 95,000
2004 70,000 2011 100,000
2005 75,000 2012 110,000
2006 80,000 213 115,000
2007 85,000 2014 120,000
2008 90,000 2015* 125,000
2009 95,000 2016* 130,000
2017° 140,000

* Maturities available to be termed.

RIAL CERTIFICATES OR SERIAL CERTIFICA AND TERM CERTIFICATES: Bidders may provide that all the
Certificates be Issued as Serial Certificales maturing in accordance with the Maturity Schedule shown above {Alternate 1) or as
a combination of Serial Certificates and Term Gerlificates {Allernale 2}, but a bid with all Term Certificates is not permitted.

Alternate 1 - Serial Certificates:
Serial Certificales maluring on February 1, 2003 through February 1, 2017.
Alternate 2 - Serial Certificates and Term Certificates:

Serial Certificates maturing on February 1, 2003 through February 1, 2013, and up to two Term
Certificates consisting of the February 1, 2014 through February 1, 2097 maturities with any Term
Certificate consisting of two or more consecutive annual principal amounts accumulated from the
maturity schedule shown above.

MANDATORY SINKING FUND: If the successful bidder elects lo alter the Maturity Schedule reflecled above and convert the
principal amounts of the Serial Certificates maturing in the years 2014 through 2017 into "Term Cenificates”, such "Term
Certificales” shall be subject lo mandatory redemplion on February 1, 2014 or the first February 1 next following the last maturity
for Serlal Certificates, and annually thereafter on each February 1 uniil the staled maturity for the Term Certificates at the
redemption prices of par plus accrued interest to the date of redemplion. The principal amounts of the Term Certificates to be
redeemed on each mandatory redemption date shall be the principal amounts that would have been due and payable in the
Maturity Schedule shown above had no conversion to Term Certificates occurred. At least thirty {(30) days prior to each
mandatory redemption date, the Paying Agent/Registrar shall select by lot the Term Certificates to be redeemed and cause a
notice of redemption to be given in the manner provided in the Ordinance.
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The principal amount of a Term Centificate required to be redeemed pursuant to the operation of such mandatory redemption
provisions shall be reduced, at the option of the Issuer, by the principal amount of any Term Certificates of such stated maturity
which, at least fifty (50} days prior to the mandatory redemption date (i} shall have been defeased pr acquired by the Issuer and
delivered to lhe Paying Agent/Registrar for cancellation, (i) shall have been purchased and canceled by the Paying Agent/Registrar
at the request of the Issuer with money in the Certificate Fund, or (i) shall have been redeemed pursuant to the optional redemption
provisions set forth below and nat theretofore credited against a mandatory redemption requirement.

OPTIONAL REDEMPTION: The Issuer reserves the right, at its option, to redeem the Certificales maturing on or after February 1,
"2013, in whole or in part, in principal amounts of $5,000 or any integral multiple thereof on February 1, 2012 or any date thereafter,
at the redemption price of par plus accrued interest as further described in the Official Statement.

SECURITY FOR PAYMENT: The Cerlificates will conslitute direct and general obligations of the Issuer payable from ad
valorem taxes levied against all taxable property therein, within the limits prescribed by law and further secured by a fien on and
pledge of the Pledged Revenues (derived from Issuer's municipal salid waste system (the “System”) not lo exceed $1,000
during the entire period the Certificates or interast thereon remain outstanding). In the Ordinance, the Issuer has reserved the
right to issue Prior Lien Obligations, Junior Lien Obligations, Suberdinate Lien Obfigations, and Additional Limited Fledge
Obligations without limitation as to principal amount but subject to any terms, conditions, or restrictions as may be applicable
thereto under law or otherwise. (See "THE CERTIFICATES - Security for Payment™ and "TAX RATE LIMITATIONS" in the Official

"_Statement.)

OTHER TERMS AND COVENANTS: Other terms of the Ordinance and the various covenants of the Issuer contained in the
-Ordinance are described in the Official Statement, to which reference is made for all purposes.

BOOK-ENTRY-ONLY SYSTEM: The City intends lo ulllize the Book-Entry-Only System of The Depository Trust Company. See
“BOCOK-ENTRY-ONLY SYSTEM" in the Official Statement.

PAYING AGENT/REGISTRAR: The initial Paying Agent/Registrar shall ba The Bank of New York Trust Company of Flarida, N.A.,
Jacksonville, Fiorida (see "REGISTRATION, TRANSFER AND EXCHANGE™ in Official Statement). If the Paying Agent/Registrar
becomes unable for any reason to act as Paying Agent/Registrar, the City has covenanled to appoint 2 successor Paying
Agent/Registrar.

SUCCESSOR PAYING AGENT/REGISTRAR: In the Ordinance, the Issuer reserves the right to, and may, at its option, change the
Paying Agent/Registrar. If the Paying Agent/Registrar is changed by the Issuer, the new Paying Agent/Registrar shall accept the
previous Paying Agent/Registrar’s records and act in the same capacity as the previous Paying Agent/Registrar. Any successor
Paying Agent/Regislrar, selected at the sole discretion of the Issuer, shall ba a competent and legally qualified bank, trust company,
financial institution, or other agency. Upon a change in the Paying Agent/Registrar for the Cerlificates, the Issuer agrees (o promptly
cause written nolice thereof to be sent to each registered owner of the Certificales by United States mall, first-class, postage

prepaid,
CONDITIONS OF SALE

TYPES OF BIDS AND INTEREST RATES: The Certificates will be sold in one block on an "All or None" basis, and at a price of
not less than their par value plus accrued interest from the date of initial delivery of the Certificates. Bidders are invited to name
the rate(s) of interest to be borne by the Certificates, provided that each rate bid must be in a multiple of 1/8 of 1% or 1/20 of 1%
and the net effective interest rate for the Certificates (calculated in the manner required by Chapter 1204, Texas Government
Code, as amended), must not exceed 15%. The highest rate bid may not exceed the fowest rate bid by more than 2% in rate.
No limitation is imposed upon bidders as to the number of rates or changes which may be used. All Certificates of one stated
maturity must bear one and the same rate. No bids involving supplemental interest rates will be considered.

BASIS OF AWARD: The sale of the Certificates will be awarded to the bidder making a bid that conforns lo the specifications
herein and which produces the lowest True Interest Cost rate to the Issuer. The True Interest Cost rate is that rate which, when
used to compute the total present value as of the Dated Date of all debt service paymenis on the Certificates on the basis of
semi-annual compounding, produces an amount equal to the sum of the par value of the Certificates less any discount bid plus
any premium bid, if any {but not interest accrued from the Dated Date to the date of their delivery). In the event of a bidder's
error in interest cost rale calculations, the interest rates, and premium, if any, set forth in the Official Bid Form will be considered

as the intended bid.

In order to provide the Issuer with inforrnation required to enable It to comply with certain conditions of the Internal Revenue
Code of 1986, as amended to the date of initial delivery of the Certificates (the "Code®), relating to the excludability of interest on
the Certificates from the gross income of their owners, the Purchaser will be required to complete, execute, and deliver to the
Issuer {on or before the date of initfal delivery of the Certificates) a certification as o thelr initial offering prices of the Certificates
substantially in the form and to the effect attached hereto or accompanying this Notice of Sale. In the event the successful
_bidder will not re-offer the Certificates for sale or is unable to sell a substantial amount of the Certificates of any stated maturity
by the date of delivery, such Certificate may be modified in a manner approved by Bond Counsel. Each bidder, by submitting its
bid, agrees to complete, execute, and deliver such a Certificate by the date of initial delivery of the Certificates, if its bid Is
accepted by the Issuer, Delivery of the Certificates is conditioned upon receipt by the Issuer from the Purchaser of such
Certificate. It will be the responsibility of the Purchaser to institute such syndicate reporting requirements, to make such
investigation, or otherwise to ascertain the facts necessary to enable it to make such cerlification with reasonable certainty. Any
quastions conceming such certification should be directed to Bond Counsel.

Nolice of Sale - 3



GOOD FAITH DEPOSIT: A bank cashier's check payable to the order of "City of Helotes, Texas” in the amount of $30,000
which is 2% of the par value of the Certificates (the "Good Faith Deposil") is required. The good faith check of the Purchaser
will be retained uncashed by the Issuer until the Certificates are defivered, and at that time it will be returned to the Purchaser
uncashed on the date of delivery of the Certificates; however, should the Purchaser fail or refuse to take up and pay for the
Certificates, said check is ta be cashed by the Issuer and the proceeds accepted as full and complete liquidaled damages. The
above mentioned Cashier's Check may accompany the bid, or it may be submitted separately; however, if submitled separately,
it shall be made avallable to the Issuer prior to the opening of the bids and shall be accompanied by instructions from the bank
on which it is drawn which will authorize its use as a Good Faith Deposit by the Purchaser who shall be named in such
instructions. Mo interast will be paid or allowed on any Good Faith Deposit. The checks accompanying all other bids will be
retumned immediately after the bids are opened and the award of the sale of the Certificates has been made.

FINANCIAL ADVISOR'S RIGHT TO BID: SWS Securities is employed as the Financial Advisor to the Issuer in connection with
the issuance of the Certificates. The Financial Advisor's fee for services rendered wilh respect to the sale of the Certificates is
contingent upon the issuance and delivery of the Certificates. The Issuer has permitted SWS Securities the option to bid on the
Certificates. SWS Securities may submit a bid for the Certificales, either independently or as a member of a syndicale
organized to submit a bid for the Certificates.

OFFICIAL STATEMENT

To assist the Purchaser in complying with Rule 15¢2-12 of the Securities and Exchange Commission ("SEC"), the Issuer and
the Purchaser contract and agree, by the submission and acceptance of the winning bid, as follows:

COMPLIANCE WITH RULE 15c2-12 OF THE SECURITIES AND EXCHANGE COMMISSION: The issuer has approved and
authorized distribution of the accompanying Preliminary Official Statement for dissemination to polential purchasers of the
Cerlificates, but does not presently intend to prepare any other document or version thereof for such purpose, except as
described below. Accordingly, the Issuer deems the accompanying Preliminary Official Statement to be final as of its date, within
the meaning of Rule 15c2-12 of the Securities and Exchange Commisston, except for information relating to the offering prices,
interest rates, final debt service schedule, selling compensation, identity of the Purchaser and other similar iInformation, terms
and provisions 1o be specified in the competitive bidding process. The Purchaser shalt be responsible for promptly informing the
tssuer of the initial offering yields of the Certificates.

Thereafter, the Issuer will complete and authorize distribution of the Official Statement identifying the Purchaser and conaining
such omitted information. The Issuer does not intend to amend or supplement the Official Statement otherwise, excepl to take
into account certain subsequent avents, if any, as described below. By delivering the final Official Statement or any amendment
or supplement thereto in the requested quanlity to the Purchaser on or after the sale date, the Issuer intends the same to be
final as of such date, within the meaning of SEC Rule 15¢2-12(b}(3). Notwithstanding the foregoing, the Issuer makes no
representation concerning the absence of material misstatements or omissions from the Official Statement, except only as and
to the extent under “CERTIFICATION OF THE OFFICIAL STATEMENT" as described below, To the best knowledge and belief
of the Issuer, the Official Stalement contains information, including financial information or operating data, concemning every
entily, enterprise, fund, account, or person that is material to an evaluation of the offering of the Certificates.

FINAL OFFICIAL STATEMENT: The Issuer will furnish to the Purchaser, within seven (7) days after the sale date, an
aggregate maximum of one-hundred (100) copies of the Official Statement (and 100 copies of any addenda, supplement or
amendment therelo), together with information regarding interest rates and other terms relating to the reoffering of the
Certificates, in accordance with Rule 15¢2-12(b)(3) of the Securities and Exchange Commission. The Purchaser may arange
at his own expense to have the Official Statement reproduced and printed if he requires more than 100 copies and may also
arrange, at his own expense and responsibility, for completion of the first or cover page of the Official Statement so as to reflect
Interest rates and other terms and information related to the reoffering of the Cerlificates. The Purchaser will be responsible for
providing information concerming the Issuer and the Certificates to subsequent purchasers of the Certificates, and the Issuer will
undertake no responsibility for providing such information other than to make the Official Statement available to the Purchaser
as provided herein. The issuer’s obligation to supplement the Official Statement to correct key representations determined to be
materially misleading, after the dale of the Official Statement, shall terminate upon initial delivery of the Certificates to the
Purchaser, unless the Purchaser notifies, In writing, the Issuer that less than all of the Certificates have been sold to ullimate
customers on or before such date, in which case the obligation will extend for an additional period of time (but not more than 90
days after the sale date) until all of the Certificates have been sold to ullimate customers.

CHANGES TO OFFICIAL STATEMENT: If, subsequent to the date of the Official Statement, the Issuer learns, through the
ordinary course of business and without undertaking any investigation or examination for such purposes, or is notified by the
Purchaser of any adverse event which causes the Official Statement to be materially misleading, and unless the Purchaser
elects to terminate its obligation to purchase the Certificates, as described below under "DELIVERY AND ACCOMPANYING
DOCUMENTS - Conditions to Delivery®, the Issuer will promptly prepare and supply to the Purchaser an appropriate
amendment or supplement to the Official Statement satisfactory to the Purchaser; provided, however, that the obligation of the
Issuer to do so will terminate when the Issuer delivers the Certificates to the Purchaser, unless the Purchaser notifies the Issuer
on or before such date that less than all of the Certificales have been sold to ultimate customers, in which case the Issuer’s
Cerificates hereunder will extend for an additional period of time {but not more than 90 days after the date the Issuer delivers
the Certificales) until all of the Certificates have been sold to vllimate customers.

CERTIFICATION OF THE OFFICIAL STATEMENT: At the time of payment for and delivery of the Initial Certificates, the

Purchaser will be fumnished a certificale, executed by proper officials of the Issuer, acting In their official capacity, to the effect
{hat to the best of their knowledge and belief: (a) the descriptions and stalernents of or pertaining to the Issuer contained in ils
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Official Statement, and any addenda, supplement or amendment thereto, for the Cenrlificates, on the date of such Official
Slatement, on the date of sale of said Certificates and the acceptance of the best bid therefor, and on the date of the initial
delivery of the Certificates, were and are true and correct In all material respects; (b) insofar as the Issuer and its affairs,
including its financial affairs, are concerned, such Official Statement did not and does not contain an untrue statement of a
malerial fact or omit to state & material fact required to be stated therein or necessary lo make the stalements therein, in the
light of the circumstances under which they were made, not misteading; (c) insofar as the descriptions and statements including
financial data, of or pertaining to enlities, other than the Issuer, and their activities contained In such Official Statement are
concerned, such statements and data have been obtained from sources which the Issuer belleves fo be reliable and the Issuer
has no reason to believe that they are unirue in any malerial respect; and {d) there has been no material adverse change in the
financial condition of the Issuer since the date of the last financial statements of the Issuer appearing In the Official Statement.
The Official Statement and Official Notice of Sale will ba approved as o form and content and the use thereof in the offering of
the Cerlificates will be authorized, ratified and approved by the City Council on the date of sale, and the Purchaser will be
fumished, upon request, at the time of payment for and the delivery of the Certificales, a certified copy of such approval, duly
executed by the proper officials of the Issuer.

CONTINUING DISCLOSURE AGREEMENT: The Issuer will agree in the Ordinance to provide certain periodic information and
natices of material events in accordance with Securities and Exchange Commission Rule 15¢2-12, as described in the Official
Statement under "CONTINUING DISCLOSURE OF INFORMATION®. The Purchaser's obligation lo accept and pay far the
Certificates is conditioned upon delivery to the Purchaser or ils agent of a certified copy of the Ordinance containing the
agreement described under such heading.

COMPLIANCE WITH PRIOR UNDERTAKINGS: The Issuer has not previously made a continuing disclosure agreement made
in accordance with SEC Rule 15c¢2-12,

DELIVERY AND ACCOMPANYING DOCUMENTS

INITIAL DELIVERY OF INITIAL CERTIFICATE: The delivery of the Cerlificates (the "Initial Delivery”) wili be accomplished by
the issuance of either {i) a single fully registered Certificate In the total principal amount of $1,500,000 payable in stated
installments to the Purchaser and numbered R-1, or (ii) as one (1) fully registered Certificale for each year of stated maturity in
the applicable principal amount and denomination, to be numbered conseculively from R-1 and upward (the "Initial
Certificale(s)"), signed by manual or facsimile signature of the Mayor and City Secretary of the Issuer approved by the Attorney
General of Texas, and registered and manually signed by an authorized representative of the Comptroller of Public Accounts of
the Stale of Texas. Inilial Delivery of the Certificates will be at the corporate trust office of the Paying Agent/Registrar. Upon
delivery of the Initial Certificates, they shall be Immediately cancelad and one Certificate for each malturity will be registered in
the name of Cede & Co. and deposited with DTC in connection with DTC's Book-Entry-Only System. Payment for the Initial
Certificates must be made in immedialely avallable funds for unconditional credit 1o the Issuer, or as otherwise directed by the
Issuer. The Purchaser will ke given six (6) business days' notice of the time fixed for delivery of the Certificates. Itis anlicipated
that Initial Delivery can be made on or about September 5, 2002, but if for any reason the Issuer s unable to make delivery by
October 3, 2002, then the Issuer shall immediately contact the Purchaser and offer lo allow the Purchaser to extend for an
additional thirty (30) days its obligation to take up and pay for the Certificates. If the Purchaser does not so elect within six (6}
days thereafter, then the Good Faith Deposit will be returned, and both the Issuer and the Purchaser shall ba relleved of further
obligation. In no event shall the Issuer be liabfe for any damages by reason of its failure to deliver the Certificates, provided
such fallure is due to circumstances beyond the Issuer's reasonable control,

EXCHANGE OF INITIAL CERTIFICATES FOR DEFINITIVE CERTIFICATES: Upon payment for the Initial Cerlificate(s) at the
time of such delivery, the Initial Certificate(s) are to be canceled by the Paying Agent/Regislrar and registered definitive
Certificates delivered in lieu thereof, in multiples of $5,000 for each stated maturity, in accordance with written instructions
received from the Purchaser andfor members of the Purchaser's syndicate. Such Cetificales shail be registered by the Paying
Agent/Registrar. It shall be the duty of the Purchaser andfor members of the Purchaser's syndicate to furnish to the Paying
Agent/Registrar, at {east five days prior to the delivery of the Initial Certificate, final written Instructions identifying the names and
addresses of the registered owners, the stated malurities, interest rates, and denominations. The Paying Agent/Registrar will
not be required to accept changes in such written Instructions after the five day period, and If such written instructions are not
received by the Paying AgentRegistrar five days prior (o the delivery, the cancellation of the [nitial Certificate(s) and delivery of
registered definitive Certificates may be delayed until the fifth day next following the receipt of such written instructions by the

Paying Agent/Registrar.

CUSIP NUMBERS: It is anficipated that CUSIP identification numbers will be printed on the Certificates, but neither the fallure
to print such number on any Certificate nor any error with respect thereto shall constitute cause for a fallure or refusal by the
Purchaser lo accept delivery of and pay for the Certificates in accardance with the terms of the Officiat Bid Form and this Official
Nolice of Sale. All expenses. jn relation to the printing of CUSIP numbers on the Cerlificates shall be paid by the Issuer;
however, the CUSIP Service Bureau's charge for the assignment of the numbers shall be paid by the Purchaser.

CONDITIONS TO DELIVERY: The obligation to take up and pay for the Certificates is subject to the following conditions: the
issuance of an approving opinion of the Attomey General of Texas, the Purchaser's acknowledgment of the receipt of the Initial
Certificate, the Purchaser's receipt of the legal opinion of Fulbright & Jaworski L.L.P., San Antonio, Texas, Bond Counsel for the
City ("Bend Counsel’) and the no-litigation certificate, and the non-occurrence of the events described below under the caption
"No Malerial Adverse Change®, all as described below. [n addition, if the Issuer fails to comply with its obligations described
under "OFFICIAL STATEMENT" above, the Purchaser may lerminate its contract to purchase the Certificates by delivering
written notice to the Issuer within five (5) days thereafter.
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NO MATERIAL ADVERSE CHANGE: The obligations of the Purchaser lo take up and pay for the Cerfificales, and of the Issuer
to deliver the Initial Certificates, are subject to the condition that, up to the time of delivery of and receipt of payment for the
Initial Certificates, there shall have been no material adverse change in the affairs of the Issuer subsequent lo the dale of sale
from that set forth in the Preliminary Official Statement, as it may have been finalized, supplemented or amended through the

date of delivery.

LEGAL OPINIONS: The Certificates are offered when, as and if issued, subject to the approval of cerlain legal matters by the
Attorney General of the State of Texas and Bond Counsel (see discussion "LEGAL MATTERS-Legal Opinions and No-Litigation

Certificate” in the Preliminary Official Statement).

The opinion of Bond Counsel is expected to be reproduced on the back panet of the Certificates over a certification by the
facsimile signature of the City Secretary altesting that such opinion was daled as of the dale of delivery of and payment for the
Certificates and that such reproduction is a true and correct copy of the criginal opinion. The failure to print such legal opinion
on any Certificate shall not constitute cause for a failure or refusal by the Purchaser lo accept defivery of and pay for the

Certificates.

CHANGE IN TAX-EXEMPT STATUS: At any time before the Certificates are tendered for initial delivery to the Purchaser, the
Purchaser may withdraw its bid if the interest on cbligations such as the Certificates shall be declared to be includable in the
gross income, as defined in section 61 of the Code, of the owners thereof for federal income tax purposes, either by Treasury
regulations, by ruling or administralive guidance of the Intemal Revenue Service, by a decision of any federal court, or by the
terms of any federal income tax legislation enacted subsequent to the date of this Official Nolice of Sale.

GENERAL CONSIDERATIONS

FUTURE REGISTRATION: The Certificates may be transferred, registered, and assigned on the registration books of the
Paying Agent/Registrar only upon presentation and surrender thereof to the Paying Agent/Registrar, and such registration and
transfer shall be without expense or service charge to the registered owner, except for any tax or other governmental charges
required to be paid with respect lo such registration and transfer. A Certificale may be assigned by the execution of an
assignment farm on the Cerlificates or by other instrument of transfer and assignment acceptable to the Paying Agent/Registrar.
A new Certificale or Certificates will be delivered by the Paying Agent/Registrar in lieu of the Certificates being transferred or
exchanged at the corporate trust office of the Paying Agent/Registrar, or sent by United States registered mail to the new
registered owner at the registered owner's request, risk, and expense. To the extent possible, new Certificates issued in an
exchange or transfer of Cerlificates will be delivered to the registered owner or assignee of the registered owner in not more
than three (3) business days after the receipt of the Cerlificates to be canceled in the exchange or transfer and the written
instrument of transfler or request for exchange duly executed by the registered owner or his duly authorized agent, in form
satisfactory to the Paying Agent/Registrar, New Certificates registered and delivered in an exchange or transfer shall be in
denominations of $5,000 for any one stated maturity or any integral multiple thereof and for a like aggregate principal amount
and Interest rate as the Certificate or Certificates surrendered for exchange or transfer.

RECORD DATE: The record date ("Record Date™) for the semiannual interest payable on any interest payment date is the fifteenth
day of the month next preceding such inlerest payment dale, as specified in the Ordinance aulhorizing the Certificates.

MUNICIPAL BOND INSURANCE: In the event the Cerlificates are qualified for municipal bond insurance, and the [nitial
Purchaser desires to purchase such insurance, the cost therefor will be paid by the Inilial Purchaser. Any fee to be paid to Fitch
Ratings ("Filch”) and Moody's Investors Service, Inc. {(“Moody's™) as a result of said insurance will be pald by the Initial
Purchaser. The fee of Standard & Poor's Ratings Group, a division of the McGraw-Hill Corparation, will be paid by the Issuer. It
will be the duty of the Initial Purchaser to disclose the existence of insurance, its terms and the effect thereof with respect o the
reoffering of the Certificates and any other information or certifications which may be required to determine the effect of such

insurance on the yield of the Certificates for federal income tax purposes.

SALE OF ADDITIONAL BONDS: The Issuer does not anticipate the issuance of additional debt in 2002.

REGISTRATION AND QUALIFICATION OF CERTIFICATES FOR SALE: No registration statement relating to the Certificates
has been filed with the Securities and Exchange Cemmission under the Securities Act of 1933, as amended, in reliance upon
exemptions provided in such Act. The Certificates have not been approved or disapproved by the Securities and Exchange
Commission, nor has the Securities and Exchange Commission passed upon the accuracy or adequacy of the Official
Statement. Any representation to the contrary is a criminal offense. The Certificates have not been registered or qualified under
the Securities Act of Texas in reliance upon exemplions contained therein, nor have the Cerlificales been registered or qualified
under the securities acts of any other jurisdiction, The Issuer assumes RO responsibility for registration or qualification of the
Certificates under the securities laws of any jurisdiction in which the Certificates may be sold, assigned, pledged, hypothecated
or otherwise transferred. This disclaimer of responsibility for registration or qualification for sale or other disposition of the
Certificales shall not be construed as an Interpretation of any kind with regard to the availability of any exemption from securities
registration or qualification provisions.

It is the obligation of the Purchaser to register or quatify sale of the Certificates under the securilies taws of any jurisdiction
which so requires. The Issuer agrees to cooperate, at the Purchaser's written request and expense and within reasonable
limits, in registering or qualifying the Cerlificates, or in obtaining an exemption from registration or qualification in any state

Nolice of Sale -6



whera such action s necessary, but will in no instance execute a general consent to service of process in any state that the

Certificates are offerad for sale.

NOT AN OFFER TO SELL: This Official Nolice of Sale does not alone constitute an offer to sell the Certificates, but is merely
notice of the sale of the Certificales. The offer lo sell the Cerlificates Is being made by means of the Official Notice of Sale, the
Official Bid Form and the Official Statement, Prospective purchasers are urged lo carefully examine the Official Statement to

delermine the investment quality of the Certificates.

. ADDITIONAL COPIES: Subject to the limitations described under "Official Statement™ herein, additional copies of this Official
Notice of Sale, the Official Bid Form, and the Official Statement may be obtained from SWS Securities, 711 Navarro, Suite 490,

San Antonio, Texas 78205.

“The City Council has approved the form and content of the Official Notice of Sale, the Official Bid Form, and the Official
Statement and authorized the use thereof in its initial offering of the Certificates. On the date of the sale, the Cerlificates will, in
the Ordinance authorizing the issuance of the Certificates, reconfim its approval of the form and content of the Official
Statement, and any addenda, supplement, or amendment therefo, and authorize ils further use in the reoffering of the

Certificates by the Purchaser.
Is/
Mayor
ATTEST: City of Helotes, Texas
s/
City Secrelary

City of Helotes, Texas

August 1, 2002

Nolice of Sale -7
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OFFICtAL BID FORM

The Honorable Mayor and City Council

City of Helotes August 8, 2002
P.0O. Box 507

Heloles, Taxas 78023-0507

Dear Ladies and Gentlemen:

Subject to the terms of your Official Notice of Sale and Official Statement, dated August 1, 2002, which terms are incorporated by reference
lo this proposal, we hereby submit the following bid for $1,500,000 CITY OF HELOTES, TEXAS COMBINATION TAX AND LIMITED
PLEDGE REVENUE CERTIFICATES OF OBLIGATION, SERIES 2002, dated August 1, 2002 {the “Certificates”).

For sald legally issued Certificates, we will pay you the par value thereof, plus accrued interest from their date to the date of initia! delivery to

us, plus a cash premium of $ . for Certificates maturing February 1 and bearing interest per annum as
follows:
February 1, 2003 % February 1, 2008 % February 1, 2013 %
February 1, 2004 % February 1, 2009 % February 1, 2014* %
February 1, 2005 % February 1, 2010 % February 1, 2015* %
February 1, 2006 % February 1, 2011 % February 1, 2016* %
February 1, 2007 % February 1, 2012 % February 1, 2017° %
*Malurities available o be termed

Of the principal malusities set forth in the table above, we have created Temm Certificates as indicated in the following table (which may include
up to two Term Certificales or no Term Cerlificates if none is indicated). For those years which have been combined into a Term Certificates,
the principal amount shown in the table shown on page (i) of the Official Notice of Sale will be the mandalory sinking fund redemption amounts
in such years except that the amount shown in the year of the Term Certificate maturity date witl mature in such ysar. The Term Certificate(s)
created are as follows:

Term Certificate Year of Principal
Maturity Date First Mandatory Amount of Interest
February 1 Redemption Term Certificate Rate
Our calculation (which is not part of this bid} of the True Interest Costis %

The Certificates are insured by

The Initial Certificate shall be registered in the name of , which will, upon payment for the
Cerlificates, be cancelled by the Paying Agent/Registrar. The Cenrificates will then be registered In the name of Cede & Co. (DTC's

partnership nominee), under the Book-Entry-Only Systemn.

Cashier's Check of the Bank, . Texas, in the amount of $30,000 which represents
our Good Faith Deposit {is altached herelo) or (has been made available lo you prior to the opening of this Bid), and is submitted in
accordance with the terms as set forth in the Official Notice of Sale, said check Is to be refumed to the purchaser.

We agree to accept delivery of the Certificates ulilizing the Book-Entry-Only System through DTC and make payment for the Initial Cerlificate
in immediately available funds at the Corporate Trust Division, The Bank of New York Trust Company of Florida, N.A., Jacksonville, Florida,
not later than 10:00 A M., Central Time. on Septamber 5, 2002, or thereafter on the date the Cerlificates are tendered for delivery, pursuant to
the terms set forth in the Official Notice of Sale. It will be the obligation of the purchaser of the Certificates to complete and file the DTC

Eligibifity Questionnaire.

Bid Form - i



The undersigned agrees to complete, execute, and deliver to the Issuer, by the date of initial defivery of the Certificates, a cerlificate relaling to
the “issue price” of the Certificates in the form and to the effect attached lo or accompanying the Official Notice of Sale, with such changes
therelo as may be acceplable to Bond Counsel for the Issuer.

Respectfully submitted,

Authorized Representative

ACCEPTANCE CIAUSE

The above and foregoing bid is hereby in all things accepled by City of Helotes, Texas, subject to and in accordance with the Official Notice of
Sale and Official Bid Form, this the 8th day of August, 2002.

Mayor
City of Helotes, Texas
ATTEST:

City Secretary
City of Helotes, Texas

Bid Form - i



ISSUE PRICE CERTIFICATE

The undersigned hereby certifies as follows with respect to the sale of the "City of Helotes, Texas Combination Tax and Limited
Pledge Revenue Cerlificates of Obligation, Series 2002" (the "Certificates”), issued in the aggregale principal amount of
$1.500,000, as follows:

1. The undersigned is the underwriter or the manager of the syndicate of underwriters which has purchased the
Certificates from the City of Heloles, Texas (the "Issuer”) at a competitive sale.

2. The undersigned and/or one or more other members of the underwriting syndicale, if any, have made a bona fide
offering to the public of the Certificates of each stated maturity at the respective prices sat forth below.

3. The initial offering price (expressed as a percentage of principal amount or yield and exclusive of accrued interest) for
the Certificates of each slated maturity at which at least ten percent (10%) of the Certificates of such stated maturity
was sold to the public is as set forth below:

Principal Amount Year of Offering Price Principal Amount Year of Offering Price
at Stated Stated % or at Stated Slated % or
Maturity Maturity "Yield” Maturity Maturity "Yield"

$ 70,000 2003 $ 95,000 2010
70,000 2004 100,000 2011
75,000 2005 110,000 2012
80,000 2006 115,000 2013
85,000 2007 120,000 2014
90,000 2008 125,000 2015
95,000 2009 130,000 2016
140,000 2017

4, The term "public”, as used herein, means persons other than bondhouses, brokers, dealers, and similar persons or 5
organizations acting in the capacity of undenwriters or wholesalers.

5. The offering prices described above reflect current market prices at the time of such sales.

6. The CUSIP number of the Certificates with the latest stated maturity is .

7. The undersigned [have] [have not] purchased bond insurance on behalf of the Issuer for the Certificates. The bond
insurance has been purchased from {the "“Insurer”} for a premium cost of
$ {net of any non-guarantee cost, e.g., raling agency fees). The amount of such cost is set forth
in the Insurer's commitment and is separately stated from all other fees or charges payable to the Insurer. The
premium does not exceed a reasonable charge for the transfer of credil risk taking into account payments charged by
guaranlors in comparable transactions (including transactions in which a guarantee has no involvement olher than as a
guarantor). The present value of the debt service savings expected to be realized as a result of such insurance,
discounted al a rale equal to the yield on the Cerlificates, which results after recovery of the insurance premium,
exceads the present value of the bond insurance premium.

8. The undersigned understands that the statements made herein will be relied upon by the Issuer in its effort to comply

with the conditions imposed by the Intemal Revenue Code of 1986, as amended, and by Bond Counsel in rendering
their legal opinion concerning the excludability of interest on the Certificates from the gross income of their owners.

EXECUTED and DELIVERED this day of . 2002,

(Name of Underwriter or Manager)

By:

Title:

Cenificate - i
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NEW ISSUE - BOOK-ENTRY-ONLY Ratings: S&P: “Applied For”
{See: “RATINGS" and “BOND INSURANCE" herein)

PRELIMINARY OFFICIAL STATEMENT
Dated August 1, 2002
In the opinion of Bond Counsel, assuming continuing compliance by the Issuer afler the date of initial delivery of the Cartificales with certain covenants contained in
the Ordinance authonzing the Certificales and subject to the mallers described undar "TAX MATTERS" herein, inferest on the Cartificales under existing slalutes,
reguiations, pubkshed nuiings, and court decisions (1) will be excludable from the gross income of the awners thereof for federal income lax purpases under Section
103 of the Intemal Revenua Cods, and (2) will not be included in computing the allemative minimum taxable income of the owners ihereof who are individuals or,
axcepl as dascribed herein, corporabions. (See "TAX MATTERS” harein.)

Tha issuer will designate the Certificatas as "Qualified Tax-Exempt Obligations”

$1,500,000
CITY OF HELOTES, TEXAS
(Bexar County, Texas)
COMBINATION TAX AND LIMITED PLEDGE REVENUE CERTIFICATES OF OBLIGATION,
SERIES 2002
Dated Date: August 1, 2002 Due: February 1, as shown below

The $1,500,000 City of Helotes, Texas Combination Tax and Limited Pledge Revenue Certificates of Obligation, Series 2002 (the
"Certificates”) are being issued pursuant to the Certificate of Obligation Act of 1971, as amended, Texas Local Govemment Code, Section
271.041 through 271.063, Section 363.135, as amended, Texas Health and Safety Code, and an ordinance {the "Ordinance") adopted by the
City Council. {See "THE CERTIFICATES - Authority for Issuance” herein.)

The Ceriificates will constitute direct and general obligations of the Issuer payable from ad valorem taxes levied against all taxable property
therein, within the limits prescribed by law and further secured by a lien on and pledge of the Pledged Revenues (derived from Issuers
municipal solid wasle system (the “System”) not to exceed $1,000 during the entire period the Ceriificates or inlerest thereon remain
outstanding). In the Ordinance, the Issuer has reserved the right lo issue Prior Lien Oblfigations, Junior Lien Obfigations, Subordinate Lien
Obligations, and Additional Limited Pledge Obligations without limitation as to principal amount but subject to any terms, conditions, or
restrictions as may be applicable therelo under law or otherwise, (See "THE CERTIFICATES - Secwily for Payment” and "TAX RATE
LIMITATIONS" herein.)

Interest on the Certificates will accrue from the dated date as shown above and will be payable February 1 and August 1 of each vear,
commencing February 1, 2003, and will be calculated on the basis of a 360-day year of twelve 30-day months. The definitive Certificates will
be issued as fully registered cbligations in book-entry form only and when issued will be registered in the name of Cede & Co., as nominee of
The Depository Trust Company ("DTC"), New York, New York. DTC will act as securities deposiory. Book-enlry interests in the Certificates
will be made avallable for purchase in the principal amount of $5,000 or any integral multiple thereof. Purchasers of the Certificates
("Beneficial Owners") will nol receive physical defivery of certificales representing their interest in the Certificates purchased. So long as DTC
of fis nominee is the registered owner of the Certificales, the principal of and interest on the Cerificates will be payable by The Bank of New
York Trust Company of Florida, N.A., Jacksonville, Florida, o the securities depository, which will in tum remit such principal and interest to its
participants, which will in tum remit such principal and interest to the Beneficlal Owners of the Cedificates. (See "BOOK-ENTRY-ONLY
SYSTEM herein.) Proceeds from the sale of the Certificates will be used for the purpose or purposes of paying Contractual obligations of the
City to be incurrad for making permanent public improvements and for other public purmpeses including: (1) constructing street improvements
{including ulllilies repair, replacement, and relocation} and drainage incidental thereto; (2) constructing drainage improvements; (3)
constructing renovations and improvements to the existing City Hall; {4) constructing renovations and improvements to the existing police
department; (5) constructing a new fire station; (8) constructing a new police facility; {7) the purchase of materials, supplies, equipment,
machinery, land, rights-of-way for authorized needs and purposes relating to the new fire station and for police purposes, and (8) the payment
of professional services related to the construction and financing of the aforementioned projects. (See "THE CERTIFICATES - Use of
Certificate Proceeds” herein.)

The issuer has made application to municipal bond insurance companies to have the payment of the principal of and interest on the
Certificates insured by a municipal bond guaranty policy.

STATED MATURITY SCHEDULE
{Due February 1)
Stated Principal Rate Yield Stated Principal Rate Yield
Malurity Amount (%) {%) Maturity Amatmt {%) (%)
2003 $ 70,000 2010 § 95,000
2004 70,000 2011 100,000
2005 75,000 2012 110,000
2006 80,000 2013 115,000
2007 85,000 2014 120,000
2008 90,000 2015 125,000
2009 95,000 2016 130,000
2017 140,000

The Issuer reserves the right 1o redeem the Certificales maluring on or after February 1, 2013, in whale or in part, in principal amounts of $5,000 or any integral
multiple thereof, on February 1, 2012, oc any date thereafler, at the redemplion price of par plus accrued interest as further described herein. If the Purchaser sa
elacts, certain Term Cedificates will be subject ta mandalory sinking fund redemption. (See “THE CERTIFICATES - Redemption Provision of the Certificales” harein.}

The Certificales are affered for delivery, when, as and if issued and received by the initial purchasers {the "Purchasers”} and subjed to the approving opinion of the
Attomney Genaral of the State of Texas and the approval of carlain legal matiers by Fulbaght & Jaworshi LLP., Bond Counsel, San Anfonio, Texas. Tha legal opeinion
of Bond Counsel will be printad on, or attached lo. the Cerlificates. (Ses "LEGAL MATTERS - Legal Opinians And No-Litigation Certificala” herein). It is expected that
the Cartificales will be avadable for initral delivery through DTC on or about Seplember 5, 2002.

1



CITY OF HELOTES, TEXAS

P.O. Box 507
Helotes, Texas 78023-0507
{210) 695-8877
ELECTED OFFICIALS
Years Term Expires
Name Served (May) Occupation
Steven F. Hodges 9 2003 Real Esiate Manager, City of San
Mayar Antonio
Garrie Gillaspie 4% 2003 Teacher
Mayor Pro Tem
Jim Caruso A 2004 Police Officer, Hill Country Village
Councilmember
Barbara Jane Galland 4% 2004 Housewife, retired
Councilmember
Charles James b 2004 IT Consultant and Developer
Councilmember
David Matthew Umbel 1% 2003 Residential Construction
Councilmember
ADMINISTRATION
Length of Service
Name Position With the City (Years)
Marie Gelles City Administrator 1
Judy Tokar City Secretary 6 months
CONSULTANTS AND ADVISORS
Blond COUNSRE; e st s s e i et e e e G el i aiicapiessisssimanissneisess FUlDrighl & Jaworsid LL.P,
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For Additional information Please Contact:

Ms. Marie Gelles Mark M. McLiney
City Administrator SWS Securities
City of Helotes 711 Navarro, Suile 490
P.0O. Box 507 San Antonio, Texas 78205

(210) 226-8677 ~ Phone
{210) 226-8299 - Fax

Helotes, Texas 78023-0507
{210) 695-8877 — Phone
{210) 695-2123 — Fax

San Antonio, Texas

Crawford, Iverson & Co., P.C.
San Antonio, Texas

e SWVS Securities
San Antonio, Texas




USE OF INFORMATION IN THE OFFICIAL STATEMENT

For purposes of compliance with Rule 15c2-12 of the Securities Exchange Commission {the "Rule”), this document constitules a preliminary
official stalement of the Issuer with respect to the Certificales that has been deemed “final” by the Issuer as of ils date except for the
omission of no more than the information permitted by the Rule.

No dealer, broker, salesman, or other person has been authorized to give any informalion, or to make any representation other than those
contained in this Official Statement, and, if given or made, such other information or representations must not be relied upan as having been
authorized by the Issuer. This Official Statement is not lo be used in connection with an offer to sell or the solicitation of an offer to buy in
any stale in which such offer or soficitation is not qualfied to do so or to any person to wham it is unlawful to make such offer or solicitation.
Any information or expression of opinion herein contained are subject to change without notice, and neither the delivery of this Official
Statement nor any safe made hereunder shall, under any circumstances, create an implication that there has been no change in the affairs
of the Issuer or other matters described herein since the date hereof.

The Financial Advisors have provided the following sentence for inclusion in this Official Statement. The Financial Advisors have reviewed
the information in this Official Statement in accordance with their responsibilities o investors under the federal securiies laws as applied to
the facts and circumstances of this transaction, but the Financial Advisors do not guaraniee the accuracy or completeness of such
information.

THE CERTIFICATES ARE EXEMPT FROM REGISTRATION WITH THE SECURITIES AND EXCHANGE COMMISSION AND
CONSEQUENTLY HAVE NOT BEEN REGISTERED THEREWITH, THE REGISTRATION, QUALIFICATION, OR EXEMPTION OF THE
CERTIFICATES IN ACCORDANCE WITH APPLICABLE SECURITIES LAW PROVISIONS OF THE JURISDICTIONS IN WHICH THESE
SECURITIES HAVE BEEN REGISTERED, QUALIFIED, OR EXEMPTED SHOULD NOT BE REGARDED AS A RECOMMENDATION
THEREOF.

Neither the City nor the Financial Advisors makes any representation or wamanty with respect to the information contained In this Official
Stalement regarding The Depository Trust Company or its Book-Entry-Only System.
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SELECTED DATA FROM THE OFFICIAL STATEMENT

The selected dalta is subject in all respects to the more complele information and definitions contained or incomorated in this Official
Statement. The offering of the Cerlificates to potential investors is made only by means of this entire Official Statement. No person is
authorized lo datach this page from this Official Stalement or to otherwise use it without the entire Official Statement.

The Issuer

The Certificates

Paying Agent/Registrar

Security

Redemption Provision of the
Certificates

Tax Matters

Qualified Tax-Exempt Obligations

Tax Exemption

Use of Certificate Proceeds

The City of Helotes, Texas (the “Issuer” or “City”") is located directly adjacent to San
Antonio approximately 20 miles northwest of downtown San Antonio, Texas off Stale
Highway 16, approximately 2 miles outside of Loop 1604. The Cily's 2000
population was 4,285, an increase of 179.15% since 1990 and cumently stands at
4,700. (See Apperdix B - “General Information of the Issuer and Bexar County,
Texas™ herein.)

The Certificates are being issued pursuant to the Cerlificate of Obligation Act of
1971, as amended, Texas Local Govemment Code, Section 271.041 through
Section 271.063, Section 363.135, as amended, Texas Health and Safety Code,
and an ordinance (the "Ordinance”) adopted by the City Council.

The initial Paying Agent/Registrar is The Bank of New York Trust Company of
Florida, N.A., Jacksonville, Florida.

The Certificates will constitule direct and general abligatfons of the Issuer payable
from ad valorem taxes levied against all taxable property therein, within the limits
prescribed by law and further secured by a lien on and pledge of the Pledged
Revenues Revenues (derived from Issuer's municipal solid wasle system (the
“System") not to exceed $1,000 during the entire period the Certificates or interest
thereon remain outstanding). In the Ordinance, the Issuer has reserved the right to
issue Prior Lien Obligations, Junior Lien Obligations, Subordinate Lien Obligations,
and Additional Limited Pledge Obligations without limitation as to principal amount
but subject to any terms, conditions, or restrictions as may be applicable thereto
under law or otherwise. (See "THE CERTIFICATES - Security for Payment™ and
*“TAX RATE LIMITATIONS" herein.)

The lssuer reserves the right, at ils sole option, to redeem Cerlificates stated to
malure on or after February 1, 2013 on February 1, 2012, or any date thereafier, in
whole or in pad, in principal amounts of $5,000 or any integral multiple thereof plus
accrued interest to the date fixed for redemption. The Purchasers may elect lo
create Term Certificates (as referenced in the Official Notice of Sale) which will be
subject to mandatory sinking fund redemplion. (See *THE CERTIFICATES -
Redemption Provision of the Certificates™ herein.)

In the opinion of Bond Counsel, the interest on the Certificates will be excludable
from gross income of the owners thereof for purposes of federal income taxation
under existing law, subject lo matters discussed herein under "TAX MATTERS".
(See "TAX MATTERS" and Appendix C - "Form of Opinion of Bond Counsel”

herein.)

The Issuer will designate the Certificates as "Qualified Tax-Exempt Obligations™ for
financial instilutions, (See "TAX MATTERS - Qualified Tax-Exempt Obligations™

herein.)

in the opinion of Bond Counsel, the interest on the Certilicales will be excludable
from gross income of the owners thereof for purposes of federal income taxation
under existing law subject lo malters discussed herein under “Tax Exemption®, (See
*TAX EXEMPTION" and APPENDIX C - “Form of Bond Counsel's Opinion” herein.)

Proceeds from the sale of the Certificates wili be used for the purpose or purposes
of paying Contractual obligations of the City to be incurred for making permanent
public improvements and for other public purposes including: (1) constructing street
improvements {including utilities repair, replacement, and relocation) and drainage
incidental thereto; (2) construcling drainage improvements; (3) construcling
renavations and improvements to the existing City Hall; (4) constructing renovations
and improvements to the exisling police depariment; {5) constructing a new fire
station; (6) constructing a new police facility: (7) the purchase of matenials, supplies,
equipment, machinery, land, rights-of-way for authorized needs and purposes
relating lo the new fire station and for police purposes, and (8) the payment of
professional services related to the construction and financing of the
aforementioned projects. {See “THE CERTIFICATES - Use of Certiflicate Proceeds”

herein.)



Bond Insurance The Issuer has made application to a municipal bond insurance company to have
the payment of the principal of and interest on the Cerlificales insured by a
municipal bond insurance policy. (See "BOND INSURANCE" herein.)

Ratings A municipal bond rating application has been made to Standard & Poors Ratings
Services, A Division of The McGraw-Hill Companies, Inc. ("S&P"). The oulcome of
the resulls will be made available as soon as possible. (See "OTHER PERTINENT
INFORMATION - Ratings™ herein.)

Payment Record The City has never defaulied on the payment of its general obligation or revenue
indebtedness.

Future Bond Issues The Issuer does not anticipate the issuance of any additional debt in 2002.

Delivery When issued, anticipated on or about September 5, 2002.

Legality Delivery of the Certificates is subject to the approval by the Attomey General of the

State of Texas and the rendering of an opinion as to legality by Fulbright & Jaworski
L.L.P., San Antonio, Texas, Bond Counsel

THE CERTIFICATES
General Description of the Certificates

The Certificates will be dated August 1, 2002, will mature on the dates and in the principal amounts and will bear inlerest at
the rates set forth on the cover page of this Official Statement. The Certificales will be registered and will be in
denominations of $5,000 or any integral muitiple thereof. The Certificates will bear interest from August 1, 2002, or from the
most recent date to which interest has been paid or duly provided for, and will be paid semiannually on February 1 and
August 1 of each year, commencing February 1, 2003. Principal and interast on the Cerificates are payable in the manner
described herein under "BOOK-ENTRY-ONLY SYSTEM". In the event the Book-Entry-Only System is discontinued, the
interest on the Cerlificales payable on an interest payment date will be payable to the registered owner as shown on the
security register maintained by The Bank of New York Trust Company of Florida, N.A., Jacksonville, Florida, as the initial
Paying Agent/Registrar, as of the fifteenth (15th) day of the month next preceding such inlerest payment date, by check,
mailed first-class, postage prepaid, to the address of such person on the security register or by such other mathod
acceptable to the Paying Agent/Registrar requesied by and at the risk and expense of the registered owner. In the event the
Book-Entry-Only System is discontinued, principal of the Cerlificates will be payable at stated maturity or prior redemption
upon presentation and surrender thereof at the corporate trust office of the Paying Agent/Registrar.

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

Authority for Issuance

The $1,500,000 City of Heloles, Texas Combination Tax and Limited Pledge Revenue Cerificates of Obligation, Series
2002 (the "Certificates”) are being issued pursuant to the Centificate of Obligation Act of 1971, as amended, Texas Local
Govemnment Code, Section 271.041 through 271.063, as amended, Section 363.135, as amended, Texas Heallh and
Safety Code, and an ordinance (the "Ordinance™) adopted by the City Council,

Security for the Certificates

The Certificales will constitute direct and general obligations of the Issuer payable from ad valorem taxes levied against all
taxable property therein, within the limits prescribed by law and further secured by a lien on and pledge of the Pledged
Revenues (derived from Issuer's municipal solid waste systems (lhe “System”) not to exceed $1,000 during the entire period
the Certificates or interest thereon rémain outstanding. In the Ordinance, the Issuer has reserved the right to issue Prior
Lien Obligations, Junior Lien Obligations, Subordinate Lien Obligations, and Addilional Limited Pledge Obligations without
limitation as fo principal amount but subject to any terms, conditions, or restrictions as may be applicable thereto under law
or otherwise. (See "THE CERTIFICATES - Security for Payment” and "TAX RATE LIMITATIONS" herein.)



Redemption Provision of the Certificates

The Issuer reserves the right, at its sole option, to redeem Certificates stated to mature February 1, 2013 in whole or from
time to time in par, in principal amounts of $5,000 or any integral multiple thereof (and, if within a stated maturity, selected
al random and by lot by the Paying Agent/Registrar) on February 1, 2012, or any date thereafler, at the par value thereof
plus accrued interest from the most recent interest payment date lo the date fixed for redemption. If less than all of the
Certificales within a stated maturity are to be redeemed, the parlicular Certificates to be redeemed shall be selected by lot

or by other customary random method by the Paying Agent/Registrar.

Al least 30 days prior lo the dale fixed for any redemption of any Certificates or portions thereof prior to stated maturity, the
Issuer shall cause notice of such redemplion to be sent by United States mail, first-class poslage prepaid, to the registered
owner of each Certificate or a portion thereof to be redeemed at its address as it appeared on the registration books of the
Paying Agent/Registrar on the day such notice of redemption is mailed. By the date fixed for any such redemption, due
provision shall be made with the Paying Agent/Registrar for the payment of the required redemption price for the Certificates
or portions thergof which are to be so redeemed. if such notice of redemption is given and if due provision for such
payment is made, all as provided above, the Certificates or portions thereof which are to be so redeemed thereby
autornatically shall be trealed as redeemed prior to their scheduled maturities, and they shall not bear interest after the dale
fixed for redemption, and they shall not be regarded as being outstanding except for the right of the registered owner to
receive the redemplion price from the Paying Agent/Registrar out of the funds provided for such payment.

Certificates of a denomination larger than $5,000 may be redeemed in part {$5,000 or any integral multiple thereof). Any
Cerlificale to be parially redeemed must be surrendered in exchange for one or more new Cerlificates of the same stated
maturity and interest rate for the unredeemed portion of the principal.

The Paying Agent/Registrar and the Issuer, so long as a Book-Entry-Only System is used for the Certificates, will
send any notice of redemption, notice of proposed amendment to the Ordinance or other notices with respect to
the Certificates only to DTC. Any fallure by DTC to advise any DTC participant, or of any DTC participant or indirect
participant to notify the benefictal owner, will not affect the validity of the redemption of the Certificates called for
redemption or any other action premised on any such notice. Redemption of portions of the Certificates by the
Issuer will reduce the outstanding principal amount of such Certificates held by DTC. In such event, DTC may
implement, through its Book-Entry-Only System, a redemption of such Certificates held for the account of DTC
participants In accordance with its rules or other agreements with DTC participants and then DTC participants and
indirect participants may Implement a redemption of such Certificates from the beneficial owners. Any such
selection of Certificates to be redeemed will not be governed by the Ordinance and will not be conducted by the
Issuer or the Paying Agent/Registrar. Neither the Issuer nor the Paying Agent/Registrar will have any responsibllity
to DTC pardicipants, indirect participants or the persons for whom DTC participants act as nominees, with respect
to the payments on the Certificates or the providing of notice to DTC participants, indirect participants, or
beneficial owners of the selection of portions of the Certificates for redemption. (See "BOOK-ENTRY-ONLY

SYSTEM" herein.)
Use of Certificate Proceeds

Proceeds from the sale of the Cerlificates will be used for the purpose or purposes of paying Contractual obligations of the
City to be incurred for making permanent public improvements and for other public purposes including: (1) constructing
street improvements (including utilities repair, replacement, and relocation) and drainage incidental thereto; (2) constructing
drainage improvements; (3) constructing renovations and improvements fo the exisling City Hall; (4) constructing
renovalions and improvements to the existing palice department; (5) constructing a new fire station; (6) construcling a new
police facility; (7) the purchase of materials, supplies, equipment, machinery, land, rights-of-way for authorized needs and
purposes relating to the new fire station and for police purposes, and (8) the payment of professional services related to the
construction and financing of the aforementioned projects. (See "THE CERTIFICATES - Use of Certificale Proceeds”

herein.)
Payment Record

The City has never defaulted on the payment of its general obligation or revenue indebtedness.

Amendments

The Issuer may amend the Ordinance without the consent of or nolice 1o any regislered owners in any manner not
detrimental to the interests of the registered owners, including the curing of any ambiguity, inconsistency, or formal defect or
omission therein. In addition, the Issuer may, with the written consent of the holders of a majorily in aggregate principal
amount of the Certificales then outstanding affected thereby, amend, add lo, or rescind any of the provisions of the
Ordinance; except thal, without the consent of the registered owners of all of the Certificates affected, no such amendment,
addition, or rescission may (1) extend the time or times of payment of the principal of or any installment of interest on any
Cerlificate is due and payable, reduce the principal amount thereof, or the rate of interest thereon, or in any other way
modify the terms of payment of the principal of or interest on the Certificates, (2} give any preference o any Cerlificate over



any other Cerlificate, or (3) reduce the aggregate principal amount of the Certificates required for consent to any
amendment, addition, or waiver.

Defeasance

The Ordinance provides that any Cerlificale will be deemed paid and shail no longer be considered to be outstanding
within the meaning of the Ordinance when payment of principal of and interest on such Certificate to its stated maturity
has been made or provided for. Payment may be provided for by deposit of any combination of (1) money in an amount
sufficient 1o make such payment and (2) Government Securities (as defined in the Ordinance). Any such deposit must be
certified by an independent public accountant to be of such maturities and interest payment dates and bear such interest as
will, without reinvestment, be sufficient to make the payment to be provided for on the Certificates.

Upon such deposil as described above, such Cerlificates shall no longer be regarded to be outstanding or unpaid.
Provided, howaver, the City has reserved the option, to be exercised at the time of the defeasance of the Certificates, to call
for redemption at an earfier date those Cerlificales which have been defeased to their malurity date, if the City {i) in the
proceedings providing for tha firm banking and financial arrangements, expressly reserves the right lo call the Cerlificates
for redemption, (i) gives notice of the reservation of that right to the owners of the Certificates immediately following the
making of the fim banking and financial arrangements, and (jii) directs that notice of the reservation be included in any
redemption notices that it authorizes.

Default and Remedies

The Ordinance does not establish specific events of default with respect to the Cerlificates. Under State law there is no
right to the acceleration of maturity of the Certificates upon the failure of the Issuer to observe any covenant under the
Ordinance. If the Issuer defaults in the payment of the principal of or Interest on any of the Certificates when due or defaults
in the observance or performance of any of the covenants, conditions, or obligations set forth in the Ordinance, any
regisiered owner is entitled to seek a writ of mandamus from a court of proper jurisdiction requiring the issuer to make such
payment or abservance and perform such covenant, obligations, or condition. Such right is in addition to any other rights
the registered owners of the Certificates may be provided by the laws of the State of Texas. The principal of and interest on
the Certificates will not be accelerated upon default and there is no securily interest granted in any property owned in the
City. Although a registered owner of Certificates could presumably obtain a judgment against the Issuer if a default
occurred in the payment of principal of or interest on any such Certificates, such judgment could not be satisfied by
execution against any property of the Issuer. Such registered ownar's only practical remedy, if a default occurs, is a
mandamus or mandatory injunction proceeding to compel the Issuer to levy, assess and collect an annual ad valorem tax
sufficient to pay principal of and/or interest on the Certificates as it becomes due. The enforcement of any such remedy
may be difficull and time consuming and a registerad owner could be required to enforce such remedy on a periodic basis.
The Ordinance does not provide for the appaintment of a trustee to represent the interests of the bondholders upon any
failure of the Issuer to perform in accordance with the terms of the Ordinance, or upon any other condition. Furthermare,
the Issuer is eligible to seek relief from ils creditors under Chapter 9 of the U.S. Bankruptcy Code ("Chapter 97). Although
Chapler 9 provides for the recognition of a security interest represented by a specifically pledged source of revenues, the
pledge of laxes in support of a general obligation of a bankrupt entity is not specifically recognized as a security interest
under Chapter 9. Chapter 9 includes an automatic stay provision that would prohibit, without Bankruptcy Court approval,
the prosecution of any other legal action by creditors or bondholders of an enlity which has sought protection under Chapter
9. Therefore, should the Issuer avail itself of Chapler 9 protection from creditors, the ability to enforce would be subject to
the approval of the Bankruptcy Court (which could require that the action be heard in Bankruptcy Court instead of other
federal or state court); and the Bankruplcy Code provides for broad discretionary powers of a Bankruptcy Court in
adminislering any proceeding brought before it. The opinion of Bond Counsel will note that all opinions relative to the
..enforceability of the Ordinance and the Cenlificates are qualified with respect to the customary rights of dabtors relative to

their creditors.
REGISTRATION, TRANSFER AND EXCHANGE

Paying Agent/Registrar

The initial Paying Agent/Registrar is The Bank of New York Trust Company of Florida, N.A., Jacksonville, Florida. In the
Ordinance the Issuer retains the right to replace the Paying Agent/Registrar. If the Paying Agent/Registrar is replaced by
the Issuer, the new Paying Agent/Registrar shall accept the previous Paying Agent/Registrar's records and act in the same
capacity as the previous Paying Agent/Registrar. Any successor Paying Agent/Registrar, selected at the sole discretion of
the Issuer, shall be a national or state banking association or corporation organized and doing business under the laws of
the United Stales of America or of any state, authorized under such laws to exercise trust powers, shall be subject to
supervision or examination by federal or state authority, and registered as a transfer agent with the Securities and Exchange
» Commission. Upon a change in the Paying Agent/Registrar for the Cerlificates, the Issuer agrees to promptly cause written
notice thereof to be sent o each registered owner of the Certificates affected by the change by United States mail, first-

class, postage prepaid.



Record Date

The record date (“Record Date") for interest payable to the registered owner of a Cerlificate on any interest payment date
means the fifteenth (15%) day of the month next preceding each interest payment date. In the event of a non-payment of
interest on a scheduled payment date, and for 30 days thereafter, a new record date for such interest payment will be
established by the Paying Agent/Registrar. (See "Special Record Date for Inierest Payment” herein.)

Future Registration

in the event the Cerlificates are not in the Book-Eniry-Only System, the Certificates may be transferred, regislered, and
assigned on the registralion books of the Paying Agent/Registrar only upon presentalion and surrender thereof to the
Paying AgentRegistrar, and such registration and transfer shall be without expense or service charge to the registered
owner, except for any tax or other governmental charges required to be paid with respect to such registration and transfer.
A Cerlificate may be assigned by the execution of an assignment form on the Certificate or by other instrument of transfer
and assignment acceptable to the Paying Agent/Registrar. A new Certificate or Certificates will be delivered by the Paying
Agent/Registrar in lieu of the Cerlificales being transferred or exchanged at the corporate trust office of the Paying
Agent/Registrar, or sent by United States registered mail to the new registered owner at the registered owner's request, risk
and expense. New Certificates issued in an exchange or transfer of Certificates will be dalivered fo the registered owner or
assignee of the registered owner in not more than three (3) business days after the receipt of the Certificates to be
canceled in the exchange or fransfer and the written instrument of transfer or request for exchange duly executed by the
registered owner or his duly authorized agent, in form satisfactory to the Paying Agent/Registrar. New Cerlificates
registered and delivered in an exchange or transfer shall be in denominations of $5,000 for any one staled maturity or any
integral multiple thereof and for a like aggregate principal amount and rate of interest as the Cerlificate or Cerlificates
surrendered for exchange or transfer. (See "“BOOK-ENTRY-ONLY SYSTEM’ herein for a description of the system to be
utiized in regard to ownership and transferability of the Certificates.)

Special Record Date for interest Payment

In the event of a non-payment of interest on a scheduled payment dale, and for 30 days thereafter, a new record date for
such interest payment (a “Special Record Date") will be established by the Paying Agent/Registrar, if and when funds for the
payment of such interest have been received from the issuer. Nofice of the Special Record Date and of the scheduled
payment date of the past due interest (the “Special Payment Date” which shall be 15 days after the Special Record Date}
shall be sent at least five business days prior to the Special Record Dale by United States mail, first class postage prepaid,
to the address of each registered owner of an Cerlificale appearing on the registration books of the Paying Ageni/Registrar
at the close of business on the last day next preceding the date of mailing of such notice.

Limitation on Transfer of Certificates

Neither the Issuer nor the Paying Agent/Registrar shali be required lo issue, transfer, or exchange any Certificate called
for redemption, in whole or in part (1) to transfer or exchange any Certificate during a period beginning at the opening of
business fifteen (15} days before the day of the first mailing of a notice of redemption of Cerlificates hereunder and ending
al the close of business on the day of such mailing or {2) thereafier 1o transfer or exchange in whole or in part any

Cerlificate so selected for redemption.

Replacement Certificates

The Issuer has agreed to replace mutilated, destroyed, lost, or stolen Cerlificates upon surrender of the mutilated
Certificates to the Paying Agent/Registrar, or receipt of satisfactory evidence of such destruction, loss, or theft, and receipt
by the Issuer and Paying Agent/Registrar of security or indemnity as may be required by either of them to hold them
harmless. The Issuer may require payment of taxes, governmental charges, and other expenses in connection with any

such replacement.

BOOK-ENTRY-ONLY SYSTEM

This section describes how ownership of the Certificales is to be transferred and how the principal of, premium, il any, and
interest on the Certificales are to be paid to and credited by DTC while the Certificates are registered in ils nominee name.
The information in this section conceming DTC and the Book-Entry-Only System has been provided by DTC for use in
disclosure documents such as this Official Statement. The Issuer believes the source of such information to be reliable, but
takes no responsibility for the accuracy or compleleness thereof.

The Depository Trust Company (“DTC"), New York, New York, will act as securiies depository for the Cerlificates. The
Cerlificates will be issued as fully-registered securities registered in the name of Cede & Co. (DTC's partnership nominee)
or such other name as may be requested by an authorized representative of OTC. One fully-registered certificate will be
issued for the Certificates, in the aggregate principal amount of such issue, and will be deposited with DTC. If, however, the
aggregate principal amount of any issue exceeds $500 million, one cerlificate will be issued with respect to each $500



million of principal amount, and an additional certificate will be issued with respect to any remaining principal amount of
such issue,

DTC, the world's largest depository, is a limited-purpose trust company organized under the New York Banking Law, a
“banking organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System, a
“clearing corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency” registered
pursuant to the provisions of Section 174 of the Securilies Exchange Act of 1934. DTC holds and provides assel servicing
for over 2 miliion issues of U.S. and non-U.S. equity issues, corporale and municipal debt issues, and money market
instruments from over 85 countries that ils participants {"Direct Participants”) deposit with DTC. DTC also facilitates the
post-trade settlement among Direct Participants of sales and other securities transactions in deposited securities, through
electronic computerized book-entry transfers and pledges between Direct Participants’ accounts. This eliminates the need
for physical movement of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and
dealers, barks, trust companies, clearing corporalions, and certain other organizations. DTC is a wholly-owned subsidiary
. of The Depository Trust & Clearing Corporation (“DTCC"). DTCC, in tum, is owned by a number of Direct Participants of
DTC and Members of the National Securities Clearing Corporation, Government Securities Clearing Corporation, MBS
Clearing Corporation, and Emerging Markels Clearing Corporation (NSCC, GSCC, MBSCC, and EMCC, also subsidiaries of
DTCC), as well as the New York Stock Exchange, Inc., the American Stock Exchange, Inc., and the National Association of
Securities Dealers, Inc. Access to the DTC syslem is also available to others such as both U.S. and non-U.S. securities
brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a custodial
relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has Standard & Poor’s highest
rating: AAA. The DTC Rules applicable to its participants are on file with the Securities and Exchange Commission. Mare
- information about DTC can be found at www.dtcc.com.

' Purchases of Cerlificates undar the DTC system must be made by or through Direct Participants, which will receive a credit
for the Certificates on DTC's records. The ownership interest of each actual purchaser of the Certificates (“Beneficial
Owner’) is in tum 1o be recorded on the Direct and Indirect Participants' records. Beneficial Owners will not receive written
confimation from DTC of their purchase, Beneficial Owners are, however, expecled to receive written confirmations
providing details of the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interest in the Certificates are {o be
accomplished by entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners.
Beneficial Owners will not receive certificates representing their ownership inlerests in the Certificates, except in the event
that use of the book-entry system for the Certificates is discontinued,

To facilitale subsequent transfers, all Certificates deposited by Direct Parlicipants with DTC are registered in the name of
DTC's partnership nominee, Cede & Co., or such other name as may be requested by an authorized representative of DTC.
The deposit of Certificates with DTC and their registration in the name of Cede & Co. or such other DTC nomines do not
effect any change in beneficial ownership. DTC has no knowledge of the aciual Beneficial Owners of the Certificates;
DTC's records reflect only the identity of the Direct Participants to whose accounts such Certificates are credited, which may
or may not be the Beneficial Qwners. The Direct and Indirect Participants will remain responsible for keeping account of
their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect
Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will ba govemed by ammangements
among them, subject to any stalutory or regulatory requirements as may be in effect from time to time. Beneficial Owners of
Certificates may wish to lake certain steps to augment the transmission lo them of notices of significant events with respect
lo the Certificates, such as redemplions, lenders, defaults, and proposed amendments to the Obligation documents. For
example, Beneficial Owners of Certificales may wish to ascertain that the nominee holding the Certificates for their benefit
has agreed to oblain and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may wish to provide
" their names and addresses lo the registrar and request that copies of notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Ceriificates within an issue are being redeemed, DTC's
practice is lo delermine by lot the amount of the interest of each Direct Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any olher DTC nominee) will consent or vole with respect to the Certificates unless
authorized by a Direct Participant in accordance with DTC's Procedures. Under its usual procedures, DTC mails an
Omnibus Proxy to the Issuer as soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.'s
consenting or voling rights to those Direct Participants to whose accounts the Certificales are credited on the record date
(identified in a listing attached to the Omnibus Proxy).

Redemption proceeds, distributions, -and dividend payments on the Cerificates will ba made to Cede & Co., or such other
nominee as may be requested by an authorized representative of DTC. DTC's praclice is to credit Direct Participants'
accounts upon DTC's receipt of funds and coresponding detail information from issuer or Agent, on payable date in
accordance with their respective holdings shown on DTC's records. Paymenis by Participants to Beneficial Owners will be
govemed by standing instructions and cuslomary practices, as is the case with securities held for the accounts of customers
in bearer form or registered in “streel name,” and will be the responsibility of such Participant and not of DTC {nor its
nominea), the Paying Agent/Registrar or the Issuer, subject to any stalutory or regulatory requirements as may be in effect
from time {0 time. Payment of redemplion proceeds, distributions, and dividend payments lo Cede & Co. (or such other
nominee as may be requested by an authorized representative of DTC) is the responsibility of the Issuer, disbursement of



such payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments lo the Beneficial
Owners shall be the responsibifity of Direct and Indirect Participants.

A Beneficial Owner shall give notice to elect to have its Cenrlificates purchased or tendered, through its Participant, to the
Paying Agent/Registrar, and shall effect delivery of such Certificates by causing the Direct Participant to transfer the
Participant's interest in the Certificates, on DTC's records, to the Paying AgenURegistrar. The requirement for physical
delivery of Cerlificates in connection with an optional fender or a mandatory purchase will be deemed satisfied when the
ownership rights in the Cerlificates are transferred by Direct Participants on DTC's records and followed by a book-eniry
credit of tendered Certificates to the Paying Agent's DTC account,

DTC may discontinue providing its services as securities depository with respect to the Certificates at any time by giving
reascnable nolice to the Issuer. Under such circumstances, in the event that a successor deposilory is not obtained,
Certificates are required to be printed and delivered.

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

The information in this section concerning DTC and DTC's book-entry system has been obtained from sources that Issuer
believes to be reliable, but Issuer takes no responsibility for the accuracy thereof.

So long as Cede & Co. is the registered owner of the Certificales, the Issuer will have no obligation or responsibility to the
DTC Participants or Indirect Parlicipants, or the persons for which they act as nominees, with respect to payment to or
providing of notice to such Participants, or the persons for which they act as nominees.

Use of Certain Terms in Other Sections of this Official Statement

In reading this Official Statement it should be undersiood that while the Certificates are in the Book-Entry-Only System,
references in other sections of this Official Statement to registered owners should be read to include the person for which
the Direct or Indirect Participant acquires an inlerest in the Cerlificates, but (i) all righls of ownership must be exercised
through DTC and the Book-Entry-Only System, and {ii) except as described above, notices that ars to be given to registered
owners under the Ordinance will be given only to DTC.

BOND INSURANCE

The Issuer has made application to municipal bond insurance companies to have the payment of the principal of and
interest on the Certificates insured by a municipal bond insurance policy. The Issuer shall notify potential purchasers upon
cbtaining a commitment from a bond insurance company conceming this matter. The Final Official Statement shall
disclose, to the extent necessary, any relevant information relating to this municipal bond insurance policy.

INVESTMENT POLICIES

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

Legal Investment

Under Texas law. the Issuer is authorized to invest in (1) obligations of the United States or ils agencies and
instrumentalities, (2) direct obligations of the State of Texas or ils agencies and instrumentalities, {3) collateralized mortgage
obligations directly issued by a federal agency or instrumentaiity of the United States, the underlying security for which is
guaranteed by an agency or instrumentality of the United States, (4) other obligations, the principal and interest of which are
unconditionally guaranteed or insured by, or backed by the full faith and credit of, the State of Texas or the United States or
their respective agencies and instrumentalities, (5) obligations of stales, agencies, counties, cities, and other peliticat
subdivisions of any stats rated as to investment quality by a naticnally recognized investment rating fim not less than A or
its equivalent, (6) certificales of deposit issued by a state or national bank, savings bank, or a state or federal credit union,
which is domiciled in the State of Texas, that are guaranteed or insured by the Federal deposit Insurance Corporation,
guaranteed or insured by the Federal Deposit Insurance Corporation or the National Credit Union Share Insurance Fund, or
are secured as to principal by obligations described in the clauses (1) through (5) or in any other manner and amount
pravided by law for Issuer depaosits, (7) fully collaleralized repurchase agreements that have a defined termination date, are
fully secured by obligations described-in clause (1), requires the securities being purchased by the Issuer to be pledged lo
the Issuer, held in the Issuer's name, and deposited at the time the invesiment is made with the Issuer or with a third party
selected and approved by the Issuer, and are placed through a primary government securities dealer or a finalcial institution
doing business in the State of Texas, (8) bankers’ acceptances with the remaining term of 270 days or less, which will be
liquidated in full at maturity, is eligible for collateral for bormowing from a federal Reserve Bank, if the short-term obligations
of the accepling bank or ils parent are raled at least A-1 or P-1, or the equivalent by at least one nationally recognized credit
rating agency, (3) commercial paper with a stated maturity of 270 days or less and is rated at least A-1 or P-1or the
equivalent by either (a) two nationally recognized credil rating agencies or (b) one nationally recognized credit rating agency
if the paper is fully secured by an imevocable letter of credit issued by a U.S. or state bank, (10) no-load money market
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mutual funds registered with and regulated by the Securities and Exchange Commission that have a dollar weighted
average portfolio maturity of 90 days or less and include in their investiment objeclives the maintenance of a stable net asset
value of $1 for each share, and provide the Issuer with a prospeclus and other information required by the Securities and
Exchange Act of 1934 or the Investment Act of 1940, (11) no-load mutual funds registered with the Securities and Exchange
Commission that have an average weighted maturity of less than two years; invests exclusively in obligations described in
the preceeding clauses; are continucusly rated as to investment quality by at least one nationally recognized investment
rating firm of not less than AAA or its equivalent, and conforms to the requirements for efigible investment pooals, (12) public
funds investment pools that have an advisory board which includes participants in the pool and are continuously rated as to
invesiment quality by at least one nationally recognized invesiment rating firm of not less than AAA or AAA-m or its
equivalent or no lower than investment grade with a weighted average maturity no greater than 90 days, {13} bonds issued,
assumed, or guaranieed by the State of Israel, and (14) guaranteed investment contracts secured by obligations of the
United States of America or its agencies and instrumentalities, other than prohibited obligations described in the next
succeeding paragraph, with a defined termination date, and pledged to the Issuer and deposited with the Issuer or a third
party selected and approved by the Issuer.

The Issuer may invest in such obfigations directly or through govemment investment pools that invest solely in such
obligations provided that the pools are conlinuously rated no lower than AAA or AAA-m or its equivalent by at least one
nationally recognized rating service or no lower than investment grade by at least one nationally recognized rating service
with a weighted average maturity no greater than ninety (90} days. The Issuer is specifically prehibited from investing in:
(1) obligations whose payment represents the coupon payments on the outstanding principal balance of the underlying
mortgage-backed security collateral and pays no principal; (2) obligations whase payment represents the principal stream of
cash flow from the underlying morigage-backed security and bears no interest; (3) collateralized mortgage obligations that
have a stated final maturity of greater than 10 years; and (4) collateralized morigage obligations the Inlerest rate of which is
determined by an index that adjusts opposite to the changes in a market index.

Investment Policles

Under Texas law, the Issuer is required to invest its funds under written investment policies that primarily emphasize safety
of principal and liquidity; that address investment diversification, yield, maturity, and the quality and capability of investment
management; and that includes a list of authorized investments for Issuer funds, maximum affowable stated maturity of any
individual investment and the maximum average dollar-weighted maturity allowed for pooled fund groups. Al Issuer funds
must be Invested consistent with a formally adopted "tnvestment Stralegy Statement” that specifically addresses each
funds' investment. Each Investment Strategy Statement will describe its objectives conceming (1) suitability of investment
type, (2) preservalion and safety of principal, (3) liquidity, (4) marketability of each investment, (5) diversification of the
portfolio, and (6) yield.

Under Texas law, lssuer invesiments must be made "with judgment and care, under prevailing circumstances, that a person
of prudencs, discretion, and intelligence would exercise in the management of the parson's own affairs, not for speculation,
but for investment, considering the probable safety of capital and the probable income to be derived.” Al least quarterly
the investiment officers of the Issuer shalt submit an investment report detailing: (1) the investment position of the issuer,
{2) that all investment officers jointly prepared and signed the repor, {3) the beginning market value, any additions and
changes to markel value and the ending value of each pooled fund group, (4} the book value and markel value of each
separalely listed asset at the beginning and end of the reporling period, {5) the maturity date of each separately invested
asset, (6)the accounl or fund or pooled fund group for which each individual investment was acquired, and {7) the
compliance of the investment portfolio as it relates to: (a) adopted invesiment strategy stalements and (b) state law. No
person may invest Issuer funds without express written authority from the City Council,

Additional Provisions

Under Texas law the Issuer is additionally required to: (1) annually review its adopted policies and strategies, (2) adopt an
order or resolution stating that it has reviewed its investment policy and investment strategies and records any changes
made to either its investment policy or investment strategy in the said order or resolution, (3) require any investment
officers with personal business relationships or refatives with firms seeking to sell securities to the enlity to disclose the
relationship and file a stalement with the Texas Ethics Commission and the Cilty Council; (4) require the gualified
representative of firms offering to engage in an investrnent transaction with the Issuer to: (a) receive and review the Issuer's
investment policy, (b)acknowledge that reasonable controls and procedures have been implemented to preclude
investment transaclions conducted between the Issuer and the business arganization that are nol authorized by the Issuer's
invesiment policy (except to the extent that this authorization is dependent on an analysis of the makeup of the Issuer's
entire portfolio or requires an interpretation of subjective investment standards), and (c) deliver a written statement in a
form acceptable to tha Issuer and the business organization attesting to these requirements; (5) perform an annual audit of
the management controls on investments and adherence to the Issuer's investment policy; (6) provide specific investment
training for the Treasurer, Chief Financial Officer, or other investment officers; (7) restrict reverse repurchase agreements o
nol more than S0 days and restrict the investment of reverse repurchase agreement funds to no greater than the term of the
reverse repurchase agreement; (8) restrict the investment in mutual funds in the aggregate to no more than 80% of the
Issuer’s monthly average fund balance, excluding bond proceeds and reserves and other funds held for debt service and
further restrict the investment in non-money marke! mutual funds of any portion of bond proceeds, reserves and funds held
for debt service and to no more than 5% of the entity's monthly average fund balance, excluding bond proceeds and
reserves and olher funds held for debt service; (9) require local government investment pools to confirm to the new



disclosure, rating, net asset value, yield calculation, and advisory board requirements, and (10) at least annually review,
revise, and adopt a list of qualified brokers that are authorized to engage in invesiment lransactions with the Issuer.

Current Investments TABLE 1

Investments at July 10, 2002 totaled $1,271,622 and consisted of money market trust accounts and Texpool.

Amount Percentage
Money Market $ 1,229,174 96.66%
TexPool 42,448 3.34%

As of such date, the market value of such investments (as delermined by the Issuer by reference to published quotations,
dealer bids, and comparable information) was approximately 100% of their book value. No funds of the Issuer are invested
in derivative securities, i.e., securities whose rate of return is determined by reference to some other instrument, index, or

commadity.

AD VALOREM TAX PROCEDURES

Property Tax Code and County-Wide Appraisal District

The Texas Property Tax Code (the "Tax Code "} provides for county-wide appraisal and equalization of taxable property
values and establishes in each counly of the State of Texas an appraisal district and an appraisal review board responsible
for appraising property for all taxable units within the county. The Bexar Appraisal District (the "Appraisal District”) is
responsible for appraising property within Lthe City generally as of January 1 of each year. The appraisal values set by the
Appraisal District are subject to review and change by the Bexar Appraisal Review Board (the “Appraisal Review Board™}
which is appointed by the Appraisal District. Such appraisal rolls, as approved by the Appraisal Review Board, are used by
the Issuer in establishing its tax roll and tax rate.

Property Subject to Taxation by the Issuer

Excepl for certain exemptions provided by Texas law, all real and certain tangible personal property with a tax situs in the
City are subject to taxation by the Issuer. Principal categories of exempt property {including certain exemplions which are
subject to local option by the City Council) include property owned by the State of Texas or its political subdivisions if the
property is used for public purposes; property exempt from ad valorem taxation by federal law; certain improvements to real
property and certain tangible personal property located in designated reinvesiment zones on which the Issuer has agreed to
abate ad valorem taxes, certain household goods, family supplies and personal effects; farm products owned by the
producers; certain property of a non-profit corporation used in scientific research and educational activilies benefiting a
college or university, and designated historical sites. Other principal categories of exempt property include tangible
personal property not held or used for production of income, solar and wind-powered energy devices; most individually
owned automobiles; certain varying amounts of valuation altributable to residential homesteads of persons ages 65 or over
and property of disabled veterans or their surviving spouses or children; and certain classes of intangible property. Owners
of agricullural and open space land, under certain circumstances, may request valuation of such land on the basis of
productive capacity rather than market value.

Valuation of Property for Taxation

Generally, property in the City must be appraised by the Appraisal District at market value as of January 1 of each year.
Once an appraisal role is prepared and finally approved by the Appraisal Review Board, it is used by the Issuer in
eslablishing its tax rolls and tax rale. Assessments under the Tax Code are to be based on one hundred percent (100%) of
markel value, excepl as described below, and no assessment ratio can be applied.

Article VIII of the Texas Constitution and the Tax Code permits land designated for agricultural use (Section 1-d), open
space or timberand {Section 1-d-1) lo be appraised at the lesser of its value based on the land's capacity to produce
agricultural or timber products or its market value. Landowners wishing lo avail themselves of the agricultural use
designation must apply for the designation, and the appraiser is required by the Tax Code to act on each claimanl's right to
the designation individually, If a claimant receives the agricultural use designation and later loses it by changing the use of
the property or selling it to an unqualified owner, the Issuer can collect taxes based on the new value, including three (3
years for agriculiural use and five (5) years for agricultural open space land and timberland prior to the loss of the
designation. The same land may not be qualified under both Section 1-d and 1-d-1.

The Tax Code requires the Appraisal District to implement a plan for periodic reappraisal of property to updale appraisal
values. The plan must provide for appraisal of al! real property in the Appraisal District at least once every three (3) years.
The Issuer, al its expense, has the right to obtain from the Appraisal District a current estimate of appraised values within
the City or an estimate of any new property or improvements within the City. While such current estimate of appraised
values may serve to indicate the rate and extent of growth of taxable values within the City, it cannot be used for
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establishing a tax rate within the City until such time as the Appraisal District chooses to formally include such values an its
appraisal role,

Residential Homestead Exemptions

Under Section 1-b, Adicle VIl of the Texas Conslitution, and State law, the goveming body of a political subdivision, at its
oplion, may grant:

1. An exemption of not less than $3,000 of the market value of the residence homestead of persons 65 years of
age or older and the disabled from all ad valorem taxes thereafter levied by the political subdivision. The
Issuer has not elected to grant this additional exemption.

2. An exemption of up to 20% of the market value of residence homesteads; minimum exemption $5,000. The
Issuer has not elected to grant this additional exemption.

In the case of residence homestead exemptions granted under Section 1-b, Article VIII, ad valorem taxes may continue to
be levied against the value of homesteads exempted where ad valorem taxes have previously been pledged for the
payment of debt if cessation of the levy would impair the cbligation of the Contract by which the debt was created. The
Issuer has not granted the additicnal exemption.

State law and Section 2, Article Vill, mandate an additional property tax exemption for disabled veterans or the surviving
spouse or children of a deceased veleran who died while on active duty in the armed forces; the exemplion applies to either
real or personal property with the amount of assessed valuation exempted ranging from $5,000 to a maximum of $12,000.

Freeport Goods Exemption

Freeport goods are goods, wares, merchandise, other tangible personat property and ores, other than oil, natural gas, and
other petroleum preducts, which have been acquired or brought into the State for assembling, storing, manufacturing,
repair, maintenance, processing or fabricaling, or used to repair or maintain aircraft of a certified air carmier, and shipped out
of the Slate within 175 days. As a resull of a Stale constitutional amendment passed by Texas Voters on November 7,
1989, goods in transit ("freaport goods™ are exempted from taxation effective January 1, 1990. The Issuer took official
action before January 1, 1990 to tax Article VIl, Section 1-j exempt property.

Tax Abatement

The Issuer may designate areas within the City as a reinvesiment 2zone. Thereafler, the Issuer may enter into tax
abalemenl agreements with owners of property within the zone. Prior to entering into a tax abatement agreement, each
entity must adopt guidelines and criteria for establishing tax abatement, which each entity with taxing authority over the
property will follow in granting tax abatement to owners of property. The tax abatement agreement may exempt from ad
valarem taxation by each of the applicabie taxing jurisdictions, including the Issuer, for a period of up to ten (10) years, all or
any part of any increase in the assessed valuation of property covered by the agreement over its assessed valuation in the
year in which the agreement is executed, on the condition that the property owner make specified improvements or repairs
to the property in conformity with the terms of the tax abatement. The terms of all 1ax abatement agreements must be
substantially the same.

The Issuer has entered inlo an abalement agreement with Aerospace Plating and has adopted criteria therefor, which is a
prerequisile lo the execution of abatement agreements. The Agreement will abate 10% of reai property improvements for 6
years.

Issuer and Taxpayer Remedies

Under certain circumstances, taxpayers and taxing units, including the Issuer, may appeal the orders of the Appraisal
Review Board by filing a timely petition for review in district court within 45 days after nofice is received that a final order has
been entered. In such event, the property value in question may be determined by the court, or by a jury, if requesled by any
party, or through binding arbitration, if requested by the taxpayer. Additionafiy, taxing units may bring suit against the
Appraisal District to compef compliance with the Tax Code.

‘The Tax Code sets forth nolice and hearing procedures for certain tax rate increases by the Issuer and provides for taxpayer
‘referenda that could result in the repeal of certain tax increases. The Tax Code also establishes a procedure for nofice to
property owners of reappraisals reflecting increased property value, appraisals which are higher than renditions, and
appraisals of property not previously on an appraisal role.

The Financial Institutions Act of 1989

The "Financial Institutions Reform, Recovery and Enforcement Act of 1989" ("FIRREA"), enacted on August 9, 1989,
contains certain provisions which affect the time for protesling property valuations, the fixing of tax liens and the collection of
penalties and inlerest on delinquent taxes on real property owned by the Federal Deposit Insurance Corporation {"FDIC™.



Under FIRREA, real property held by the FDIC is still subject to ad valorem taxation, but such act states that (i) no real
property of the FDIC shall be subject to foreclosure or sale without the consent of the FDIC and no involuniary lien shall
attach to such property, (i) the FDIC shall not be liable for any penalties or fines, including those arising from the failure to
pay any real property tax when due, (iiy no personal property owned by FDIC is subject to ad valorem taxation, and (iv)
notwithstanding failure of a person to challenge an appraisal in accordance with State law, such value shall be determined

as of the period for which such tax is imposed.

As of the date hereof, the Issuer is not aware of any significant properties in the City which are under the control of the
FDIC, however, real property could come under their control while acting as the receiver of an insolvent financial institution.
Accordingly, to the exient the FIRREA provisions are valid and applicable fo property in the City, and to the exient that the
FDIC attempts to enforce the same, the provisions may affect the time at which the Issuer can collect taxes on property

owned by the FDIC, if any, in the Gity.
Levy and Collection of Taxes

The Issuer is responsible for the levy and collection of its taxes unless it elects to transfer such functions to another
governmental enlity. Before the later of Seplember 30™ or the 60" day after the date the certified appraisal roll is received
by the taxing unit, the rale of taxation is set by the Issuer based upon the valuation of property within the City as of the
preceding January 1. Taxes are due Oclober 1, or when billed, whichever comes later, and become delinquent after
January 31 of the following year. A delinquent tax incurs a penalty of six percent (6%) of the amount of the tax for the first
calendar month it is delinquent, plus one percent (1%) for each additional month or portion of a month the tax remains
unpaid prior to July 1 of the year in which it becomes delinquent. If the tax is not paid by July 1 of the year in which it
becomes delinquent, the tax incurs a total penalty of twelve percent (12%) regardiess of the number of months the tax has
been delinquent and incurs an additional penalty of up to fifteen percent (15%) if imposed by the Issuer. The delinquent tax
also acerues interest at a rate of one percent (1%) for each month or porfion of a month it remains unpaid. The Tax Code
also makes provision for the split payment of laxes, discounts for early payment and the postponement of the delinquency
date of taxes under certain circumstances. The lssuer does not allow split payments and discounts.

Issuer's Rights in the Event of Tax Delinquencies

Taxes levied by the Issuer are a personal obligation of the owner of the property as of January 1 of the year for which the tax
is imposed. On January 1 of each year, a tax lien attaches to property to secure the payment of all state and local taxes,
penalties, and interest ultimately imposed for the year on the property. The lien exists in favor of the State of Texas and
aach local taxing unit, Including the Issuer, having power to tax the property. The Issuer's tax lien is on a parity with tax liens
of such other taxing units. A tax lien on real property takes priority over the claim of most creditors and other holders of liens
on the property encumbered by the tax lien, whether or not the debt or lien existed before the attachment of the tax lien;
however, whether a lien of the Uniled States isona parity with or takes priority over a tax lien of the Issuer is determined by
applicable federal law. Personal property, under centain circumstances, is subject to seizure and sale for the payment of

delinquent taxes, penalty, and interest.

AL any time after taxes on property become delinquent, the Issuer may file suit to foreclose the lien securing payment of the
tax, to enforce personal liability for the tax, or both. In filing a suit to foreclose a tax lien on real property, the Issuer must join
cther taxing units that have claims for delinguent taxes against all or part of the same property. Collection of delinquent
taxes may be adversely affected by the amount of taxes owed to other taxing unils, by the efiecls of market conditions on
the foreclosure sale price, by taxpayer redemption rights (a taxpayer may redeem property within two (2) years after the
purchaser's deed issued at the foreclosure sale is filed in the City records) or by bankruplcy proceedings which restrict the
collection of taxpayer debts. Federal bankrupicy law provides that an automalic stay of actions by creditors and other
enlities, including govemmental units, goes into effect with the filing of any petition in bankruptcy. The automatic stay
prevents governmental units from foreclosing on property and prevents liens for post-petition taxes from attaching to
property and obtaining secured creditor slatus unless, in either case, an order lifing the stay is obtained from the
bankruptcy court. In many cases, post-pelition taxes are paid as an administrative expense of the estate in bankruptcy or

by order of the bankruptcy court.
TAX RATE LIMITATIONS

Asticle XI, Section 4 of the Texas Conslitution, applicable to cities of 5,000 or less: $1.50 per $100 assessed valuation for
all city purposes.

No direct funded debt fimitation is_imposed on the City under current Texas law. Adicle XI, Section4 of the Texas
Constitution is applicable to the City, and limits its maximum ad valorem tax rate to $1.50 per $100 assessed vaiuation for
all City purposes. The Texas Attomey General has adopted an adminisirative policy that generally prohibits the issuance of

debt by a municipality, such as the City, if its issuance produces debl service requirements exceeding thal which can be
paid from $1.00 of the foregoing $1.50 maximum tax rate calculated at 90% collection. The issuance of the Certificates

does not violate this constitutional provision or the Texas Aftorney General's administrative policy.

Before the later of September 30" or the 60™ day after the date the certified appraisal roll is received by the taxing unit, the
Board adopts a tax rate per $100 taxable value for the current year. The tax rale consists of two components: (1) a rate for
funding of maintenance and operation expendilures, and (2) a rale for debt service.
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The Tax Code:

The City must annually calculate and publicize its “effeclive tax rate” and “rollback tax rate”. The City Council may not adopt
a tax rate thal exceeds the lower of the rollback rate or 103% of the effective tax rate until it has held a public hearing on the
proposed increase following notice to the taxpayers and otherwise complied with the Tax Code. If the adopled tax rate
exceeds the rollback tax rale, the qualified voters of the City, by petition, may require that an election be held to determine
-whether or not to reduce the 1ax rate adopted for the current year to the rollback tax rate.

“Effective tax rate” means the rale that will produce last year's {otal tax levy (adjusted) from this year's total taxable
values (adjusted). “Adjusled” means lost values are not included in the calculation of last year’s taxes and new values are
not included in this year's taxable values.

“Roliback tax rafe” means the rate that will produce lasl year's maintenance and operation tax levy (adjusted) from this
years values (adjusted) multiplied by 1.08 plus a rate that will produce this year's debt service from this year's values
(adjusted) divided by the anticipated tax collection rate.

Referance is made to the Tax Code for definitive requirements for the levy and collection of ad valorem taxes and the
calculation of the various defined tax rates.

The Tax Code provides certain cities and counties in the State the option of assessing a maximum one-half percent (1/2%)
sales tax on retail sales of taxable items for the purpose of reducing ils ad valorem taxes, if approved by a majority of the
voters in a local option election. If the additional tax is approved and levied, the ad valorem property tax levy must be
reduced by the amount of the eslimated sales tax revenues to be genarated in the current year. Further, the Tax Code
provides certain cities the oplion of assessing a maximurn one-half percent (1/2%) sales tax on retail sales of taxable items
for economic development purposes, if approved by a majority of the voters in a local option election. The Issuer has
authorized the additional one-half cent sales tax.

TAX MATTERS

Tax Exemption

The delivery of the Certificates is subject to the delivery of the opinion of Fulbright & Jaworski L.LP., San Antonio, Texas,
Bond Counsel to the Issuer ("Bond Counsel”), to the effect that inlerest on the Certificales under existing statutes,
regulalions, published rulings, and court decisions (1) will be excludable from the gross income, as defined in Section 61 of
the Intemal Revenue Code of 1986, as amended to the dale of initial delivery of the Cerlificates {the "Code"), of the owners
thereof for federal income tax purposes, pursuant to Section 103 of the Code, and (2) will not be included In computing the
altemative minimum taxable income of the owners thereof who are individuals or, excepl as hereinafler described,
corporations. The statutes, regulations, rulings, and court decisions on which such opinions will be based are subject to
change.

Interest on all tax-exempt obligations owned by a corporation will be included in such corporation's adjusted current
eamings for purposes of calculating the alternative minimum laxable income of such corporation, other than an S
corporation, a qualified mulual fund, a financial asset securitization investment trust, a real estate investment trust, or 2 real
estate morigage investment conduit. A corporation’s altemative minimum taxable income is the basis on which the
altemnative minimum tax imposed by Section 55 of the Code will be computed.

In rendering such opinion, Bond Counsel will rely upon representations and cerlifications of the Issuer made in a certificate
pertaining to the use, expenditure, and investment of the proceeds of the Cerlificates and cartain other funds of the Issuer.
As described above, Bond Counsel wili assume continuing compliance with the provisions of the Ordinance subsequent fo
the issuance of the Certificates. The Ordinance contains covenants by the Issuer with respect to, among other matiers, the
use of the proceeds of the Centificates and the facilities financed or refinanced therewith by persons other than state or local
govemmental unils, the manner in which the proceeds of the Cerlificates are to be invested, if required, the periodic
calculation and payment to the United States Treasury of any arbitrage "profits” from the investment of the proceeds of the
Certificates and the reporting of certain information to the United States Treasury. Failure to comply with any of these
covenants would cause interest on the Cerfificates to be includable in the gross income of the owners thereof for federal
income tax purposes from the dale of the issuance of the Cerlificates.

Except as described above, Bond Counsel will express no other opinion with respect to any other federal, state or local tax
consequences under present law, or proposed legislation, resulting from the receipt or accrual of interest on, or the
acquisition or disposition of, the Certiflcates. Prospective purchasers of the Certificates should be aware that the ownership
of tax-exempt obligations may result in collateral federal tax consequences to, among others, financial institutions (see
discussion under the caption “Qualified Tax-Exempl Obligations” herein), life insurance companies, property and casualty
insurance companies, S carporations with subchapter C earnings and profits, certain foreign corporations doing business in
the United States, individual recipients of Social Security or Railroad Retirement benefits, individuals otherwise qualifying for
the eamed income credit, owners of an interest in a financial asset securitization investment trust, and taxpayers who may
be deemed to have incurred or continued indebtedness {o purchase or carry, or who have paid or incurred certain expenses
allocable to, lax-exempt obligalions. Prospective purchasers should consult their own tax advisors as to the applicability of
these consequences 1o their particular circumstances.
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Bond Counsel's opinion is not a guarantee of a result, but represents its legal judgment based upon ils review of existing
slatutes, requlations, published rulings and courl decisions and the representations and covenants of the Issuer described
above. No ruling has been sought from the Intemal Revenue Service (the “Service™) with respect to the matters addressed
in the opinion of Bond Counsel, and Bond Counsel's opinion is not binding on the Service. The Service has an ongoing
program of auditing the tax-exempt status of the interest on municipal obligations. If an audit of the Cerlificates is
commenced, under current procedures the Service is likely to treat the Issuer as the “taxpayer”, and the Owners would have
no right to participate in the audit process. In responding to or defending an audit of the tax-exempt status of the inlerest on
the Certificates, the Issuer may have different or conflicting interests from the Owners. Public awareness of any future audit
of the Cerlificates could adversely affect the value and liquidity of the Cerificates during the pendency of the audit,
regardiess of its ultimate outcome.

Tax Accounting Treatment of Discount and Premium on Certain Certificates

The initial public offering price of certain Certificates (the "Discount Certificates”) may be less than the amount payable on
such Certificales at maturity. An amount equal to the difference between the initial public offering price of a Discount
Cerlificate (assuming thal at least 10% of the Discount Cerlificates of that maturity are sold to the public at such price) and
the amount payable at maturity constitutes original issue discount to the initial purchaser of such Discount Certificate. A
portion of such original issue discount allocable to the holding period of such Discount Certificate by the initial purchaser
will, upon the dispasition of such Discount Certificate (including by reason of its payment at maturity), be treated as interest
excludable from gross income, rather than as axable gain, for federal income tax purposes, on the same terms and
conditions as those for other interest on the Certificates described above under *Tax Exemption™. Such interest is
considered to be accrued actuarially in accordance with the constant interest method over the life of a Discount Certificate,
taking inte account the semiannual compounding of accrued interest, at the yield to maturity on such Discount Certificate
and generally will be allocated to an original purchaser in a different amount from the amount of the paymend denominated
as interest actually received by the original purchaser during the tax year.

However, such inlerest may be required to be taken into account in determining the alternative minimum taxable income of
a corporation, for purposes of calculating a corporation's alternative minimum tax imposed by Section 55 of the Code, and
the amount of the branch profits tax applicable to certain foreign corporations doing business in the Uniled States, even
though there will not be a comesponding cash payment. In addition, the accrual of such interest may resull in certain other
collateral federal income tax consequences to, among others, financial institutions (see discussion under the caption
*Qualified Tax-Exempt Obligations™ herein), life Insurance companies, property and casualty insurance companies, S
corporations with "subchapter C* eamings and profits, individual recipients of Social Security or Railroad Retirement
benefits, individuals otherwise qualifying for the earned income credit, owners of an interest in a financial asset
securitization investment trust, and taxpayers who may be deemed to have incurred or continued indebledness to purchase
or carry, or who have paid or incurred certain expenses allocable to, tax-exempt obligations. Moreover, in the event of the
redemption, sale or other taxable disposition of a Discount Certificate by the inilial owner prior to maturity, the amount
realized by such owner in excess of the basis of such Discount Cerificate in the hands of such owner {adjusted upward by
the portion of the ariginal issue discount allocable to the periad for which such Discounl Ceificate was held) is includable in
gross income.

Owners of Discount Certificales should consult with their own tax advisors with respect to the determination of accrued
original issue discount on Discount Certificates for federal income tax purposes and with respect to the state and local tax
consequences of owning and disposing of Discount Certificates. Itis possible that, under applicable provisions governing
determination of state and local income taxes, accrued interest on Discount Certificates may be deemed to be received in
the year of accrual even though there will not be a carresponding cash payment.

The initial public offering price of certain Certificates (the "Premium Certificates”) may be greater than the stated redemption
price on such Certificates at maturity. An amount equal lo the difference between the initial public offering price of a
Premium Cerlificate (assuming that al least 10% of the Premium Certificates of that maturity are sold to the public at such
price) and its stated redemption price at maturity constitutes premium to the initial purchaser of such Premium Certificates.
The basis for federal income tax purposes of a Premium Certificate in the hands of such initial purchaser mus! be reduced
each year by the amortizable bond premium, although no federal income tax deduction is allowed as a result of such
reduction in basis for amortizable bond premium. Such reduction in basis will increase the amount of any gain (or decrease
the amount of any loss) 1o be recognized for federal income tax purposes upon a sale or other taxable disposition of a
Premium Certificate. The amount of premium which is amortizable each year by an initial purchaser is determined by using
such purchaser’s yield to maturity.

Purchasers of the Premium Certificales should consult with their own tax advisors with respect to the determination of
amortizable bond premium on Premium Certificates for federal income tax purposes and with respect to the state and local
tax consequences of owning and disposing of Premium Cerificates.

Qualified Tax-Exempt Obligations
Section 265 of the Code provides, in general, thal interesl expense to acquire or carmy tax-exempt obligations is not

deductible from the gross income of the owner of such obligations. In addition, Section 265 of the Code completely
disallows any deduction for interest expense which is incurred by "financial institutions™ described in such section and is
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allocable, as compuled in such section, to tax-exempt interest on obligations acquired after August 7, 1986. Section 265(b)
of the Cade provides an exception to this rule for interest expense allocable to tax-exempt abligations (other than private
activity bonds) which are designated by an issuer, such as the Issuer, as "qualified tax-exempt obligations.” An issuer may
designate obligations as "qualified tax-exempt obligations” only if the amount of the issue of which they are a part, when
added to the amount of all other tax-exempt obligations (other than private activity bonds) issued or reasonably anticipated
to be issued by the issuer during the same calendar year, does not exceed $10,000,000,

The Issuer intends to designate the Cenificates as "qualified tax-exemnpt obligations* and certify its expectation that the
above-described $10,000,000 ceiling will not be exceeded, Accordingly, it is anticipated that financial institutions which
purchase the Certificates will not be subject to the 100% disallowance of interest expense allocable to interest on the
Certificales under Section 265(b) of the Code. Howaver, 20% of the interest expense incurred by a financial institution
which is allocable to the interest on the Certificates will not be deductible pursuant to Section 291 of the Code.,

CONTINUING DISCLOSURE OF INFORMATION

The offering of the Cerlificates qualifies for the SEC Rule 15c2-12{d)(2) exemption from SEC Rule 15¢2-12(b)(5) regarding
the Issuer's continuing disclosure obligations because the lssuer has not issued more than $10,000,000 in aggregale
amount of outstanding bonds and no person is commitied by contract or other arrangement with respect to payment of the
Certificates. Pursuant to the exemption, the Issuer in the Ordinance has made the following agreement for the benefit of the
holders and beneficial owners of the Certificates. The Issuer is required to observe the agreement for so long as it remains
obligated to advance funds to pay the Certificates. Under the agreement, the Issuer will be obligated to provide certain
updated financial information and operating data annually, and timely notice of specified material evenis, fo certain
information vendors, This information will be available to securities brokers and olhers who subscribe 1o receive the

information from the vendors.

Updated Information and Data

Under Texas law, including, but not limited to, Chapter 103, as amended, Texas Local Govemment Code, the Issuer must
keep its fiscal records in accordance with generally accepted accounting principles, must have its financial accounts and
records audited by a certified public accountant and must file each audit report within 120 days after the close of the Issuer's
fiscal year. The Issuer's fiscal records and audit reports are avaitable for public inspection during the regular business hours,
and the Issuer is required to provide a copy of the Issuer's audit reports to any bondholder or other member of the public
within a reasonable time on request upon payment of charges prescribed by the Texas General Services Commission.

The Issuer will provide cerlain financial information and operating data, which is customarily prepared by the City and Is
publicly available, upon writlen request of any person. The information to be updated includes all quantitative financial
information and operating data with respect to the Issuer of the general type disclosed in Table 1 herein and Tables 1
through 14 in Appendix A and certain information in the annual financial statements in Appendix D, The Issuer will provide
the updated information to any person upon request made to the Issuer in writing; provided that the Issuer reserves the right
at any time to commence making filings of such information with the Texas State Information Depository (the “SID") (if any,
and if none, lo each NRMSIR, as defined below) in lieu of providing such information to persons upon request.

The Issuer may provide updated information in full text or may incorporate by reference certain other publicly available
documents, as permitted by SEC Rule 15¢2-12. The updated information will include audited financial statements for the
Issuer, if the Issuer commissions an audit and il is completed by the required time. If audited financial statements are not
provided by that time, the Issuer will provide unaudited financial statements for the applicable fiscal year to each NRMSIR
and any SID, with the financial information and operating data and will file the annual audit report when and if the same
becomes available. Any such financial statements will be prepared in accordance with the accounting principles described
in the Issuer's annual financial stalements or such other accounting principles as the Issuer may be required to employ from
time to time pursuant to state law or regulation.

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

Material Event Notices

The Issuer will also provide timely notices of certain events to certain information vendors. The Issuer will provide notice of
any of the following events with respect to the Certificates, if such event is material to a decision lo purchase or sell
Certificates: (1) principal and interest payment delinquencies; (2) non-payment related defaulls; (3) unscheduled draws on
debt service reserves reflecling financial difficulties; (4) unscheduled draws on credit enhancements reflecting financial
difficulties; (5) substitution of credil or liquidity providers, or their failure to perform; (6) adverse tax opinions or evenls
affecting the {ax-exempl status of the Cerificates; (7) modifications 1o rights of holders of the Cerlificates; (8) Certificate
calls; (9) defeasances; (10) release, substitution, or sale of property securing repayment of the Certificates; and (11) rating
changes. Neither lhe Certificates nor the Ordinance make any provision for debt service reserves, credit enhancement, or
liquidity enhancement. In addition, the Issuer will provide timely notice of any failure by the Issuer to provide information,
data, or financial statements in accordance with its agreement described above under "Updated Information and Data™. The
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tssuer will provide each notice described in this paragraph to any SID and to either each NRMSIR or the Municipal
Securilies Rulemaking Board ("MSRB"}.

Availability of Information from NRMSIRs and SID

The Issuer has agreed to provide the foregaing information only to NRMSIRs and any SID. The information will be available
to holders of Certificates only if the holders comply with the procedures and pay the charges established by such
information vendors or obtain the information through securities brokers wha do so.

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

Limitations and Amendments

The Issuer has agreed to update information and to provide notices of material events only as described above. The Issuer
has not agreed to provide other informalion that may be relevant or material to a complete presentation of its financial
results of operations, condition, or prospects or agreed to update any information that is provided, except as described
above. The Issuer makes no representation or waranty conceming such information or conceming its usefulness 1o a
decision to invest in or sell Certificates at any future date. The Issuer disclaims any Contraciual or lort liability for damages
resulting in whole or in part from any breach of ils continuing disclosure agreement or from any statement made pursuant to
its agreement, although holders ar beneficial owners of Certificates may seek a writ of mandamus to compel the Issuer to

comply with its agreement.

The Issuer may amend its continuing disclosure agreement o adapt to changed circumstances that arise from a change in
legal requirements, a change in law, or a change in the identity, nature, stalus, or type of operations of the Issuer, if the
agreement, as amended, would have permitted an Purchaser to purchase or sell Certificates in the offering described
herein in compliance with the Rule, taking inlo account any amendments or interprelations of the Rule to the date of such
amendment, as well as such changed circumstances, and either the holders of a majority in aggregate principal amount of
the outstanding Certificates consent or any person unaffilialed with the Issuer (such as nationally recognized bond counsel)
determines that the amendment will not materially impair the interests of the beneficial owners of the Cerlificates. The
Issuer may also repeal or amend these pravisions if the SEC amends or repeals the applicable provisions of the Rule or
any court of final jurisdiction enters judgment that such provisions of the Rule are invalid, and the Issuer also may amend
the provisions of this Article in its discretion in any other manner or circumstance, but in either case only if and to the extent
that the provisions of this sentence would not prevent an Purchaser from lawfully purchasing or selling Certificates in the
primary offering of the Certificates giving effect to (a) such provisions as so amended and {b) any amendments or
interpretations of the Rule. If the Issuer amends its agreement, it must include with the next financial information and
operating data provided in accordance with its agreement described above under "Updated Information and Data" an
explanation, in narative form, of the reasons for the amendment and of the impact of any change in the type of information
and data provided.

Compliance with Prior Undertakings

The City has not previously made a continuing disclosure agresment in accordance with SEC Rule 15c2-12.

LEGAL MATTERS

Legal Opinions and No-Litigation Certificate

The Issuer will fumnish the Purchasers with a complete transcript of proceedings incident to the authorization and issuance
of the Certificates, including the unqualified approving tegal opinion of the Attomey General of the State of Texas fo the
effect that the Initial Cerlificate is a valid and legally hinding obligation of the Issuer, and based upon examination of such
transcript of proceedings, the approval of certain legal matters by Bond Counsel, to the effect that the Certificates, issued in
compliance with the provisions of the Ordinance, are valid and legally binding obligations of the Issuer and, subject to the
qualifications set forth herein under "TAX MATTERS", the interest on the Certificates is exempt from federal income taxation
under existing stalutes, published rulings, regulations, and court decisions. Inits capacity as Bond Counsel, Fulbright &
Jaworski L.LP., San Anlonio, Texas has reviewed the information under the caplions “THE CERTIFICATES" (excepl under
the subcaptions “Use of Certificate Proceeds”, “Payment Record”, and “Default and Remedies” as to which no opinion is
expressed.) “REGISTRATION, TRANSFER AND EXCHANGE", “TAX MATTERS", “CONTINUING DISCLOSURE OF
INFORMATION" {except under the subheading “Compliance with Prior Undertakings™ as to which no opinion is expressed),
“ EGAL MATTERS—Legal Investments and Eligibility to Secure Public Funds in Texas”, and “OTHER PERTINENT
INEORMATION—Registration and Qualification of Certificales for Sale” in the Official Statement and such firm is of the
opinion that the information refating to the Ceriificates and the Ordinance contained under such captions is a fair and
accurate summary of the information purporied to be shown and that the information and descriptions contained under
such captions relating to the pravisions of applicable state and federal laws are correct as lo matters of law. The customary
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closing papers, including a certificate to the effect that no litigation of any nature has been filed or is then pending to restrain
the issuance and delivery of the Certificates or which would affect the provision made for their payment or security, or in
any manner questioning the validity of the Centificates will also be fumished. The legal fees to be paid Bond Counsel for
services rendered in connection with the issuance of Certificates are contingent on the sale and delivery of the Certificates.
The legal opinion of Bond Counse| will accompany the Certificates deposited with DTC or will be printed on the definitive
Ceriificates in the event of the discontinuance of the Book-Entry-Only System.

The various legal opinions to be delivered concumently with the delivery of the Certificates express the professional
judgment of the attomeys rendering the opinions as to the legal issues explicitly addressed therein. In rendering a legal
-opinion, the attomey does nat become an insurer or guarantor of the expression of professional judgment, of the transaction
opined upon, or of the future performance of the parties to the transaction. Nor does the rendering of an opinion guaraniee
the cutcome of any legal dispute that may arise out of the transaction.

Litigation

In the opinion of various officials of the Issuer, there is no litigation or other proceeding pending against or, lo their
knowledge, threatened against the Issuer in any court, agency, or administrative body (either state or federal) wherein an
adverse decision would materially adversely affect the financial condition of the Issuer.

“Legal Investments and Eligibility to Secure Public Funds in Texas

Seclion 271.051, as amended, of the Certificate of Obligation Act provides that the Certificates are legal and authorized
investments for banks, savings banks, trust companies, savings and loan associations, insurance companies, fiduciaries,
and trustees, and for the sinking funds of cities, schoal districts, and other political subdivisions or public agencies of the
Stale of Texas. Texas law further provides that obligations, such as the Certificates are eligible to secure deposits of the
state, its agencies, and political subdivisions, and are legal security for thase deposits to the extent of their market value.
For political subdivisions in Texas which have adopted investment policies and guidelines in accordance with the Public
Funds Investment Act, Chapter 2256, as amended, Texas Government Code) the Certificates may have o be assigned a
rating of "A” or its equivalent as to investment quality by a national raling agency before such obligations are eligible
investments for sinking funds and other public funds. See “Ratings” herein.

The City has made no investigalion of other laws, rules, regulations or investment criteria which might apply fo such
institutions or entities or which might limit the suitability of the Certificates for any of the foregoing purposes or limit the
authority of such institutions or entities to purchase or invest in the Certificales for such purposes. The City has made no
review of law sin other states to determine whether the Certificales are legal investments for various institutions in those

slates.

FORWARD LOOKING STATEMENTS

The statements contained in this Official Statement, and in any other information provided by the City, that are not purely
historical, are forward-looking statements, including statements regarding the City's expeciations, hopes, intentions, or
stralegies regarding the future. Readers should not place undue reliance on forward-locking statements, All forward-
locking stalements included in this Official Statement are based on information available to the City on the date hereof, and
the City assumes no obligalion to update any such forward-looking statements. It is important to note that the City's actual
results could differ materially from those in such forward-looking statements.

The forward-looking stalements herein are necessarily based on various assumptions and estimates and are inherently
subject to various risks and uncertainties, including risks and uncertainties refating to the possible invalidity of the underlying
assumptions and estimates and possible changes or developments in social, economic, business, industry, market, legal,
and regulatory circumstances and conditions and actions taken or omitted to be taken by third parties, including customers,
suppliers, business partners and competitors, and legislative, judicial and other governmental authorities and officials.
Assumptions relaled to the foregoing involve judgments with respect to, among other things, future economic, compatitive,
and market conditions and future business decisions, al! of which are difficult or impossible to predict accurately and many
of which are beyond the control of the City. Any of such assumptions could be inaccurale and, therefore, thera can be no
assurance that the forward-looking slatements included in this Official Statement will prove to be accurate.

OTHER PERTINENT INFORMATION

Registration and Qualification of Certificates for Sale

The sale of the Certificates has nol been registered under the Securities Acl of 1933, as amended, in reliance upen
exemptions provided in such Act; the Certificales have not been qualified under the Securities Act of Texas in reliance upon
exemptions contained therein; nor have the Certificates been qualified under the securities acts of any other jurisdiction.
The Issuer assumes no responsibility for qualification of the Certificates under the securities laws of any jurisdiction in which
they may be sold, assigned, pledged, hypothecated or otherwise transferred. This disclaimer of responsibility for
qualification for sale or other disposition of the Certificates shall nat be construed as an interpretation of any kind with regard
to the availability of any exemption from securities registration or qualification provisions.
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Ratings

A municipal band rating application has been made to Standard & Poor's Rating Services, A Division of The McGraw-Hili
Companies, Inc. {(“S&P"). The outcome of the results will be made available as soon as possible. An explanation of the
significance of such a rating may be obtained form S&P. The rating of the Certificates by S&P reflects the view of said
company at the time the rating is given, and the City makes no representalions as to the appropriateness of the rating.
There is no assurance that the rating will continue for any given period of time, or that the rating will not be revised
downward or withdrawn entirely by S&P, if in the judgment of S&P, circumstances so warrant. Any such downward revision

or withdrawal of the rating may have an adverse effect on the markel price of the obligations.

Authenticity of Financial Information

The financial data and other information contained herein have been obtained from the Issuer's records, audited financial
statements and other sources that are believed to be reliable. All of the summaries of the statutes, documents and
Ordinance contained in this Official Statement are made subject to all of the provisions of such statutes, documents and
Ordinance. These summaries do not purport to be complete statements of such provisions and reference is made to such
documents for further information. Al information contained in this Official Statement is subject, in all respects, to the
complete body of information contained in the original sources thereof and no guaranty, warranty or other representation is
made conceming the accuracy or completeness of the information herein. In paricular, no opinion or representation is
rendered as to whether any projection will approximate actual results, and all opinions, estimates and assumptions, whether
or not expressly identified as such, should not be considered statements of fact.

Winning Bidder

On August 8, 2002 the Certificates were awarded lo a Purchaser or group of Purchasers managed by
{the “Purchasers”). The initial reoffering yields were provided to the Issuer by the
Purchasers. The initial reoffering yields shown on the cover page will produce compensation to the Purchasers of
approximately $ The municipal bond insurance premium of $_______ is to be paid from the
Purchasers' compensation.

Financial Advisor

SWS Securities is employed as a Financial Advisor to the Issuer in conneclion with the issuance of the Certificates. In this
capacity, the Financial Advisor has compiled cerlain data relating to the Certificates and has drafted this Official Statement.
The Financial Advisor has not independently verified any of the data contained herein or conducted a detailed investigation
of the affairs of the Issuer to determine the accuracy or completeness of this Official Statement. Because of its limited
participation, the Financial Advisor assumes no responsibility for the accuracy or completeness of any of the information
contained herein. The fees for Financial Advisor are conlingent upon the issuance, sale and delivery of the Cerlificates. The
Issuer has permitted SWS Securities the option to bid on the Certificates. SWS Securities may submit a bid for the
Certificates, either independently or as a member of a syndicate organized to submit a bid for the Certificates.

The Financial Advisors have reviewed the information in this Official Statement in accordance with their responsibilities to
investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the Financial
Advisors do not guaranlee the accuracy or compleleness of such information.

Cettification of the Official Statement

At the time of payment for and delivery of the Initial Certificates, the Purchasers will be furnished a certificale, execuled by
proper officials of the issuer, acting in their official capacity, fo the effect that to the best of their knowledge and belief: {a}
the descriptions and statements of or pertaining to the Issuer contained in its Official Statement, and any addenda,
supplement or amendment thereto, for the Certificates, on the date of such Official Statement, on the date of sale of said
Certificates and the acceptance of the best bid therefor, and on the date of the delivery, were and are true and correct in all
malerial respects; (b} insofar as the Issuer and its affairs, including its financial affairs, are concerned, such Official
Statement did not and does not contain an untrue statement of a material fact or omit to state a material fact required to be
stated therein or necessary to make the statements therein, in the light of the circumstances under which they were made,
not misleading; {c) insofar as the descriplions and statements including financial data, of or pertaining to entities, other
than the Issuer, and their activities contained in such Official Statement are concemed, such slatements and data have
been obizined from sources which the Issuer believes to be reliable and the Issuer has no reason to believe thal they are
untrue in any material respect; and (d) there has been no material adverse change in the financial condition of the Issuer
since the date of the last financial stalements of the Issuer appearing in the Official Statement. The Official Statement will
be approved as to form and content and'the use thereof in the offering of the Certificates will be authorized, ratified and
approved by the City Council on the date of sale, and the Purchasers will be fumished, upon request, at the time of payment
for and the delivery of the Certificates, a certified copy of such approval, duly executed by the proper officials of the Issuer.

Authorization of the Official Statement

The Official Statement will be approved as to form and conlent and the use thereof in the offering of the Certificates will be
authorized, ratified and approved by the City Council on the date of sale, and the Purchasers will be fumished, upon
request, at the time of payment for and the delivery of the Cerlificates, a certified copy of such approval, duly executed by
the proper officials of the issuer.
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The Ordinance will also approve the form and content of this Official Stalement, and any addenda, supplement or
amendment thereto issued on behalf of the Issuer, and authorize its further use in the reoffering of the Certificates by the

Purchasers.

This Official Statement has been approved by the City Council of the Issuer for distribution in accordance with the provisions
of the Securities and Exchange Commission's rule codified at 17 C.F.R. Section 240.15c2-12.

CITY OF HELOTES, TEXAS
Is/

Mayor
City of Helotes, Texas

ATTEST:

Is/
City Secretary
City of Helotes, Texas

[The remainder of this page intentionally feft blank]
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APPENDIX A

Financial Information of the City of Helotes, Texas.
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FINANCIAL INFORMATION OF THE ISSUER

ASSESSED VALUATION TABLE 1
2001 Actual Market Value of Taxable Property. $259,558,054
Less Exemplions:
Local, Optional Over-65 andfor Disabled Homestead Exemptions ... $ 1415000
Disabled and Deceased Velerans' Exemplions.................o.vcoovvo.o.
ProtuCtivity LOSS ...t sesssscemsssos s ses e essses s s eos
SOl i
10% Per Year Cap on Residential Homesleads................. 1,646,733
TOTAL EXEMPTIONS ..... i 3 $ 4,674,695
2001 Net Taxable Assessed Valuation (100% of ACtUBN ... ..oooooooooovovvoeeeeeeceeeooeeeseseeoeo $254,883,359
2002 Preliminary Net Taxable Assessed Valualion (100% of Actual) ......ccevviciiine. $273.465,897
M See *AD VALOREM TAXATION* in the Official Statement for a deseription of the lssuer's taxation procadures.
Source: The Baxar Appraisal District, the State Comptroller's Office, Property Tax Division and information supplied by the Issuer,
GENERAL OBLIGATION BONDED DEBT
{As of July 1, 2002]
Genaral Obligation Debl Outstanding:
General Obligalion Bonds, Series 1993 $ 200,000
The Cerlificates 1,500,000
Total $ 1,700,000
General Obligation Inlerest and Sinking Fund Balance as of Seplember 30, 2001 $ 43417
2001 Nel Taxable Assessed Valuation™ $ 254,883,359
Ratio of Gross Debt lo 2001 Net Taxable Assessed Valuation 0.68%
2002 Preliminary Net Taxable Assessed Valuation $ 273.465,897
Ratic of Gross Dabt to 2002 Praliminary Nel Taxable Assessed Valuation 0.62%
T See “AD VALOREM TAXATION- in the Official Stalement for a description of the lssuer's taxation procedures.
Population: 1990 — 1,535; 2000~ 4,285; 2002- 4,700 {estimated)
Per Capita 2001 Net Taxable Assessed Valuation - $54,230.50
Per Capita Gross General Obligation Debt — $361.70
DEBTOBUGAﬂONS-CAPWALLEASEANDNOTESPAYABLE TABLE 2

NONE

Source The Issuer's Annual Financial Repott for Fiscal Year Ending September 30, 2001,



ESTIMATED GENERAL OBLIGATION DEBT SERVICE REQUIREMENTS

{As of July 1, 2002)

The Certificales Gross
Fiscal Year Cument Tolal Principal & General
Ending 9/30 _ Debt Service Principal interest™ Interest Obligation Debt
2003 $ 36,820 $ 70,600 $ 73,250 $ 143,250 $ 180,070
2004 35,320 70,000 69,750 139,750 175,070
2005 33,795 75,000 66,125 141,125 174,920
2006 37,083 80,000 62,250 142,250 179,333
2007 35,185 85,000 58,125 143,125 178,310
2008 33,250 90,000 53,750 143,750 177,000
2009 36,138 95,000 49,125 144,125 180,263
2010 95,000 44,375 139,375 139,375
2011 100,000 39,500 139,500 139,500
2012 110,000 34,250 144,250 144,250
2013 115,000 28,625 143,625 143,625
2014 120,000 22,750 142,750 142,750
2015 125,000 16,625 141,625 141,625
2016 130,000 10.250 140,250 140,250
2017 140,000 3,500 __143,500 143,500

mwmmw

"Interest calculaied at 5.00% for ilustration purposes only

TAX ADEQUACY

2001 Net Taxable Assessed Valualion
Estimatad Maximum Annual Debt Service Requirements for Fiscal Year Ending 9/30/09

Indicaled Interest and Sinking Fund Tax Rate
indicated Inleres! and Sinking Fund Tax Levy al 87% Collections

Mola: See “Tax Dala” herein

INTEREST AND SINKING FUND MANAGEMENT INDEX

$254,883.359
180,263
0.0730
180,483

Interest and Sinking Fund Balance, Audited Fiscal Year Ended September 30, 2001
2001 interest and Sinking Fund Tax Levy at 97% Collections Produce
Tolal Available for Debl Service

Less: General Obligation Debt Service Requlrernenls Fiscal Year Ending 9/30/02
Estimated Surplus at Fiscal Year Ending 9/30/02""

T Does not include delinquent tax collections, penalties and interest on detinquent lax collectons or investment eamings.

$43,417
49,447
$92,864

33,145
342,713



GENERAL OBLIGATION PRINCIPAL REPAYMENT SCHEDULE

{As of July 1, 2002)

Obligations
Currently Quistanding The Cerlificates Combined Principal Remaining Percent of
Fiscal Year Obligations Principal Repayment Repayment Outstandin Principal
Ending 930 Repayment Schedule Schedula Schedule End of Yea Retired (%) |

2003 $§ 25000 $ 70,000 § 95,000 $ 1,605,000
2004 25,000 70,000 95,000 1,510,000
2005 25,000 75.000 100,000 1,410,000
2006 30,000 80,000 110,000 1,300,000

2007 30,000 85,000 115,000 1,185,000 30.29%
2008 30,000 90,000 120,000 1,065,000
2009 35,000 95,000 130,000 935,000
2010 95,000 95,000 840,000
2011 100,000 100,000 740,000

2012 110,000 110,000 630,000 62.94%
2013 115,000 115,000 515,000
2014 120,000 120.000 395,000
2015 125,000 125,000 270,000
2016 130,000 130,000 140,000

2017 140,000 140,000 0 100.00%

£200.000 $1.500,000 $1.700,000

NET TAXABLE ASSESSED VALUATION FOR TAX YEARS 1991 - 2002 TABLE 3
Net Taxable Change From Preceding Year

Year Assassed Valuation Amount ($) Percent
1991-92 $82,310,722 - —
1992-93 82,427,767 117,045 0.14%
1593-94 86,888,300 4,460,533 541%
1994-95 91,407,042 4,518,742 5.20%
1995-96 95,724,262 42317.220 4.72%
1996-97 100,443,438 4,719,176 4.93%
1997-98 107,380,082 6,936,644 6.91%
1998-99 144,416,393 37,036,311 34.49%
1999-00 185,540,633 41,124,240 28.48%
2000-01 223,069,266 37,528,633 20.23%
2001-02 255,889,258 32,819,992 14.71%
2002-03 273,465,897 " 17,576,630 6.87%

{1) Preliminary numbers provided by Bexar Appraisal District,

Source. Texas Municipal Report published by the Municipal Advisory Council of Texas. the Bexar Appraisal District and informabion supplied by the City.



TABLE 4

CLASSIFICATION OF ASSESSED VALUATION
% OF % OF % OF
2001 TOTAL 2000 TOTAL 1999 TOTAL
Real, Residential, Single-Family $216,824.779 B83.54% $194,524,517 B86.56% $164,235337 87.23%
Real, Residentiat, Multi-Family 0 0.00% 0 0.00% 112,100 0.06%
Real, Vacant Lots/Tracls 7,011,423 2.70% 5,752,103 2.56% 5,764,906 3.06%
Real, Acreage (Land Only) 2,411,167  0.93% 2,196,568  0.98% 2,598,451 1.38%
Real, Farm and Ranch Improvements 408,300 0.16% 433,240 0.19% 425,492 0.23%
Real, Commercial 13,943,600 5.37% 12,170,450 5.42% 9,450,950 5.02%
Real, Indusirial 0 0.00% 0 0.00% 0 0.00%
Real & Tangible, Personal Ulifities 865,680 0.33% 796,370 0.35% 754,340 0.40%
Tangible Personal, Commercial 4,314,840 1.66% 3,634,530 1.62% 3,062,720 1.63%
Tangible Personal, Indusirial 279,790 0.11% 384,930 0.17% 308,490 0.16%
Tangible Personal, Mobile Homes 82,500 0.03% 81,000 0.04% 81,500 0.04%
Intangible 12,148,635 4.68% 0 0.00% 2,560 0.00%
Real Property, Inventory 1,267,340 0.49% 4,745 865 2.11% 1,481,020 0.79%
Total Appraised Value $250.558,054 100.00% $224,719,573 100.00% $188,277,866 100.00%
Less:

Local, Optional Over-65 or Disabled Exemplions $1.415,000 $ 1.295,000 $ 1,170,000

Disabled and Deceased Velerans' Exemptions 998,000 860,000 680,000
Productivily Loss 604,155 619,218 603,956

Solar 10,807 7.172 61,423

10% Per Year Cap on Residential Homesteads 1,646,733 910,772 221,854

Net Taxable Assessed Valuation §254 883 359 $£221007.411 §185,640 633

Nota. The above figures were laken from the State Property Tax Board City Raport of Property Valua or Report of the Property Tax Division of the Stale
Complrofler's Office which is compited during the inilial phase of the tax year. Actual value of laxable property and assessed valuation figures shown

alsewhars in this Official Statement reprasent final year-and adjusted figures.

Source: Stale Complroller's Office, Property Tax Division.

PRINCIPAL TAXPAYERS TABLE 5
2001 Net Taxable % of Total 2001
_ _ Name Type of Property Assessed Valuation Assessed Valuation
Shugard Texas Limited Storage Cenler $ 2,033,960 0.80%
Valson Limited Partnership Shopping Cenler 1,940,900 0.76%
Texas American Bank Bank 800,000 031%
Logan, Scott A Medical Offices 762,400 0.30%
Aplin, Inc. Post Office 700,800 0.27%
Ramirez, Anthony & Irene Residential 680,900 0.27%
Nakissa, Nasser & Teresa Residential 607,700 0.24%
Southwestern Bell Utility 551,610 0.22%
Jolly, Jerrold P, & Elsa L. Residential 522,600 0.21%
Yancy, TJ Vacanl 521,400 0.20%
Total 89,122,270 158%
Source: State Comptrolier’s Office, Propery Tax Division.
TAX RATE DISTRIBUTION TABLE 6
. 2001 2000 1999 1998 1997
General Fund ) $0.3305 $0.3345 $0.3238 $0.3277 $0.3219
1 &S Fund 0.0200 0.0160 0.0194 0.0255 0.0313
Total Tax Rate $0.3505 $0.3505 $0.3532 $0.3532 $0.3532

Soure. Texas Municipal Report published by the Municipal Advisory Council of Toxas, and the State Comptrofier's Office, Property Tax Divisian.



TAX DATA TABLE 7

Taxes are due October 1 and become delinquent after February 1. Cument colleclions are those taxes collected through August 31
applicable to the cument year's tax levy. Penalties and Inlerest: (a) a delinquent tax incurs a penalty of six percent of the amount of the tax
for the first calendar month il is definquent plus one percent for each additional month or portion of a month the lax remains unpald prior to
July 1 of the year in which it becomes delinquent. However, 2 tax delinguent on July 1 incurs a total penalty of twelve percent of the amount
of the delinquent tax without regard to the number of months the tax has been delinquent: (b} 2 delinquent lax accrues interest al a rate of
one percent for each month or portion of a month the tax remains unpalid; and an additional penalty up to a maximum of 15% of taxes,
penalty and inlerest may be imposed lo defray costs of coltection for taxes delinquent after July 1. All percentage of collections set forth
below exclude penalties and interast.

Tax Net Taxable Tax Tax % Collections Year
Year Assessed Valuation Rate Levy Curmrent Total Ended
1994 91,407,042 0.3308 310,601 N/A N/A 9/30/95
1995 95,724,262 0.3540 338,864 N/A 100.45 9/30/96
1996 100,443,438 0.3541 355,670 N/A 99.78 9/30/97
1997 107,380,082 0.3532 379,266 97.88 101.36 9/30/98
1998 144,416,393 0.3532 510,079 93.75 85.55 9/30/99
1999 185,540,633 0.3532 650,966 93.86 95.88 9/30/00
2000 223,069,266 0.3505 774,639 95.75 99.79 9/30/01
2001 255,889,258 0.3505 893,145 89.83 92.52 [As of 7/11/02]

L Proeliminary.

Source: Texas Municipal Report published by the Municipal Advisory Gouncil of Texas, the State Comptroller's Office, Properly Tax Division, and informatiorn
supplied by the Issuer,

MUNICIPAL SALES TAX TABLE 8

The Issuer has adopted the provisions of Chapter 321, as amended, Texas Tax Cods, In addifon, some issuers are subjact to a property tax refief andfor an
economic and industrial development tax. The Issuer has not authorized the additional one-half cent sales tax. Net collections on calendar year basis are as
Koliows:

Calendar Tolal % of Ad Valorem ($) Equivalent of Ad

Year Collected Tax Lavy Valorem Tax Rale
1993 $ 100,704 41.08% 0.12%
1994 +11,668 35.95% 0.12%
1995 128,768 38.00% 0.13%
1996 139,057 39.10% 0.14%
1997 167,469 44 16% 0,16%
1998 172,528 33.82% 0,12%
1999 161,322 24.76% 0.09%
2000 208,721 26.94% 0.09%
2001 223,926 (As of June 14, 2002)

Source. State Comptrofier's Office of the State of Texas.

NET TAXABLE ASSESSED VALUATION AND TAX RATE OF OVERLAPPING ISSUERS

Govermmental Subdivision 2001 Net Taxable Assessed Valuation % of Actual 2001 Tax Rale
Alamo Communily College District § 54,357,874,557 100.00% 0.1046
Bexar County 50,208,852,093 100.00% 0.3208
Northside ISD 14,322,658,868 100.00% 1.7375

Source: The Texas Municipal Reports published by the Municipal Advisory Council of Texas.



AUTHORIZED BUT UNISSUED GENERAL OBLIGATION BONDS OF DIRECT AND OVERLAPPING
GOVERNMENTAL SUBDIVISIONS

[~ Issuer ___ Dale Authorized Purpose Amount Authorized Issued to Dale Unissued
Alamo CCD Nene
Bexar County 11/02/93 Detention Facility $79,000,000 $66,999,113 $12,000,887
Northside ISD 09/25/98 Sch. Bldg. 224,000,000 184,000,000 40,060,000
02/24/01 Sch. Bldg 484,500,000 200,000,000 284,500,000
Total $787.500.000 §.450.999 113 $ 336,500,887

OVERLAPPING DEBT DATA AND INFORMATION

{As of July 1, 2002)

The following table indicates the indebtedness, defined as outstanding bonds payable from ad valorem taxes, of govemmental enlities
overlapping the City and the estimated percentages and amounts of such indebledness attributable to property within the City. Expendilures
of the various taxing bodies averfapping the temifory of the Issuer are paid out of ad valorem taxes levied by these laxing bodies on
properties overlapping the Issuer. These political taxing bodies are independent of the Issuer and may incur bomowings Io financa their
expenditures.  The following statements of direct and estimated overlapping ad valorem fax bonds were developed from information
conlained in the "Texas Municipal Reports” published by the Municipal Advisory Council of Texas. Except for the amounts relating to the
Issuer, the Issuer has not independently verified the accuracy or completeness of such information, and no person should rely upon such
information as being accurate or complete. Furthermore, certain of the entities listed below may have authorized or issued additional bonds
since the dale stated below, and such entities may have programs requiring the authorization and/oe issuance of substantial amounts of

additional bonds, the amount of which cannol be determined.

% Amount |

____Taxing Body Gross Debl Overlapping Overlappin:
Alamo Community Coliege District $ 38,470,565 0.51% $ 196,200
Bexar County 146,217,332 0.51% -0-
Northside Independent School District 523,489,963 1.72% 2,004,027
Total Gross Qverlapping Debt $ 9,200,227
Helates, City of 1,700,000 100.00% 1,700,000
510,900,227

Total Direct and Overlapping Debt

Ratio of Direct and Qverlapping Debt to 2001 Assessed Valuation 4.28%
Ralio of Direct and Qvertapping Debt to 2001 Actual Value 4.20%
Saurce: Texas Municipal Reports published by the Municipal Advisory Council of Texas
GENERAL FUND COMPARATIVE STATEMENT OF REVENUES AND EXPENDITURES AND ANALYSIS
TABLE 9

OF CHANGES IN FUND BALANCES

The following stalements set forth in condensed form reflect the historical operalions of the Issuer. Such summary has been prepared
for inclusion herein based upon informalion obtained from the Issuer's audited financial stalements and records. Reference is made lo

such statements for further and complete infermation.

Fiscal Year Ended _ |
9/30/2001 9/30/2000 9/30/1999 9/30/1998]

Fund Balance - Beginning of Year $ 952,667 $ 721,959 $ 385,357 $ 327,294
Revenues $1.685,455 $1,438,335 $1.369,674 $1.049,929
Expenditures 1,434 236 1,207,628 1,033,072 991,866
Excess (Deficit) of Revenues

QOver Expendilures ; $ 251,219 $ 230707 $ 336,602 §$ 58,063
Other Financing Sources (Uses):

Operaling Transfers In $ -0- g -0- % - $ -0-

Qperaling Transfers Qut -0- -0 -0- =0-
Total Other Financing Sources (Uses): 3 -0- $ -0- $ -0- $ -0-
Fund Balance - End of Year & 67679 § 63G.063 § 541,196 § 449,320

According (o C_r‘ty-iﬁ:anagamem, FY 2002 Fund Balance is expected to slightly increase
Source. The issuer's Annual Financlal Reports.



EMPLOYEE'S PENSION PLAN TABLE 10

Plan Description:

The Issuer provides pension benefits for all of its full-time employees through a nontraditional, joint contributory, defined contribution
plan in the State-wide Texas Municipal Retirement System (TMRS), one of 745 administered by TMRS, an agent multiple-ernployer
public employee retirement system.

Benefits depend upon the sum of the employee's contributions to the plan, with interest, and the Issuer-financed monetary credils,
with interest. At the date the plan began, the Issuer granted monetary credits for service rendered before the plan began of a
theoretical amount equal to two times what would have been contributed by the employee, with interest, prior to establishment of the
plan. Monetary credils for service since the plan began are a percent (100%, 150%, or 200%) of the employes's accumulaled
contributions. In addition, the Issuer can grant as often as annually, ancther type of monetary credit referred to as an updated
service credit which is a theoretical amount which, when added lo the employee’s accumulated contributions and the money credits
for service since the plan began, would be the total monetary credits and employee contributions accumulated with interest if the
current employee contribution rate and Issuer maiching percent had always been in existence and if the employee’s salary had
always been the average of his salary in the last three years that are one year before the effective dale. At retirement, the benefit is
calculated as if the sum of the employee’s accumulated contributions with interest and the employer-financed monelary credits with
interest were used to purchase an annuity.

The plan provisions are adopted by the governing body of the City, within the oplions available in the state statutes gaveming TMRS
and within the actuarial constraints also In the statutes. Plan provisions for the City were as follows:

Deposit Rates 5%
Matching Ratio {City to Employee) 1-1
A member is vested after 10 Years

Members can relire at certain ages, based on the years of service with the City. The service relirement eligibility for the City is 10
year/age 60, 25 years/any age.

Contributions

Under the slate law govemning TMRS, the actuary annually determines the Clty contribution rate. This rate consists of the nommnal
cost contribution rate and the prior service contribution rate, both of which are calculated to be a levet percent of payroll from year to
year. The normal cost contribution rate finances the cumently accruing monetary credits due to the City matching percent, which are
the obligation of the City as of an employee's retirement date, not at the time the employee’s contributions are made. The normal
cost contribution rate Is the actuarially determined percent of payrell necessary to satisfy the obligation of the City lo each employee
at the time his/her retirement becomes effective. The prior service contribution rate amortizes the unfounded (overfunded) actuarial
liability {(asset} over the remainder of the plan's 25-year amorlizalion period. The unit credit actuarial cost method is used for
determining the City contribution rate. Both the employees and the City make contributions menthly, Since the City needs to know
its contribution rate in advance for budgetary purposes, thera is a one-year delay between the actuarial valuation that is the basis for
the rate and the calendar year when the rate goes into effect.

Schedule of Actuarial Ljabilities and Funding Progress

Actuarial Valuation Date 12/31/00 12/31/99 12/31/98
Acluarial Value of Assels § 229,717 $ 207,340 $ 276,043
Actuarial Accrued Liability 224763 232,117 299,959
Percentage Funded 102.2% 89.3% 92.0%
Unfunded (Overfunded) Actuarial
Accrued Liability (UAAL) $ (4,954) § 24,777 $ 23916
Annual Covered Payroll 448,978 408,816 334,243
UAAL as a Percentage of Covered Payroll -1.1% 6.1% 7.2%
Net Pension Obligation (NPQ) at the
Beginning of Period 3 - L - $ -
Annual Pension Cost:
Annual Required Contribution (ARC) $ 24497 § 23,246 $ 15084
Interest on NPO - - -
Adjustment to the ARC - - -
Contributions Made $ 24,497 $ 23246 § 15,084

Increase in NPO - = -
NPO at the End of Period I S -

Source.  The Issuer's Annual Financial Report for Fiscal Year Ending September 30, 2001,




REVENUE GENERATED BY MUNICIPAL SOLID WASTE TABLE 11

SYSTEM
{As of Augusl2, 2001]

Fiscal Year Ended
9/30/2002 9/30/2001 9/30/2000 9/30/1999 9/30/1998

Revenue g 1zan " § 18.219 §_11.496 §_10.532 & 6211

Pursuant to the provisions of a franchise ordinance adopted by the City Council on March 29, 2000 as permitted by
the provisions of Chapter 363, as amended, Texas Health and Safety Code, the City has entered into a contract with
Texas Waste Systems Inc. (“Contractor”) for the coilection and disposal of the City’s solid waste, pursuant to which
the City receives a percentage of the revenues generated by the Contractor. The contract is for an initial term through

April 30, 2003, subject to three-year extension.

e —_—
" Revenue through June 26, 2002,

Source: The Issuer.
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GENERAL INFORMATION REGARDING THE CITY OF HELOTES
AND BEXAR COUNTY

The Clty of Helotes

Helotes is on State Highway 16 some twenty miles northwest of downtown San Anltenio in northwestern Bexar County,
approximately two miles outside of Loop 1604. It was first settled around 1856 by Mexicans who intermarried with the Apache
Indians camped in the vicinity. A man named Chaca was supposed lo have been the first persan to build a house and cultivate
a comfield at the site and may have been responsible for the name, which in Spanish means “green roasting ear of com.” A
post office opened at Helotes in 1873, and by 1885 the community had a hotel, a school, a generat store, a blacksmith, and a
poputation of fifty. By 1914 its population had climbed to 700. Between 1930 and 1945 the number of residents fell to 100, but
alter the 1960's the town grew steadily. In 1982 it population was 475. During the 1980’s, some San Antonio residents moved
to the area. The lown incorporated in the 1980's and in 1990 had 1,535 inhabitants and forty-eight businesses. The City's 2000
population was 4,285, an increase of 179.15% since 1990.

Source. ~The Handbook of Texas Onlina®; and the Texas Municipal Report published by the Municipal Advisory Council of Texas.

Bexar County

Physical Features: On edge of Balcones Escarpment, Coastal Plain; heavy black to
thin limestone soils; spring-fed streams; underground water; mesquite, other brush.

Poputation 1,260,287 - (Change fm *90) 6.3%

Land Area (sq. ml.) 1,246.9 Altitude (it.) 486-1,892
Rainfall {in.) 29.1 Jan. mean min 39

July mean max 95 Growing season (days) 265
Av. Weekly Wage $435.32 Prop. Value $33,864,741,782

Retail Sales $11,865,260,086

Economy- Government center with large federal payrell, five military bases, tourism second-largest industry developing high-tech
industrial park, research cenler; education center with 14 colleges.

History: Created 1836 from Spanish municipality named for Duke de Bexar, a colonfal capital of Texas.

Raecreation: Historic sttes include the Alamo, other missions; River Walk; Seaworld; El Mercado {market), La Villita; Tower of the
Americas; Brackenndge Park; zoo; symphony orchestra; HemisFair Plaza; Fiesta San Antonio, Institute of Texan Cultures; parks,
museums; hunting, fishing.

Minerals: Cement, stone, oil, gas, sand and gravel, lime, clays.

Agriculture: Beel, dairy catile, other livestock, wheat, peanuts, sorghums, vegetables, hay, corn, commercial nursery stock; some
imgation.

Education: Fourleen colleges including Our Lady of the Lake, St. Mary’s University, Trinity University and the University of Texas
at San Antonio.

SAN ANTONIO county seat, Texas' third largest city, varied manufacturing with emphasis on high-lech industries; other products
include construction equipment, concrele and dairy products; industrial warehousing.

Other towns include: China Grove (1,099); Converse (9,569); Elmendorf (668); Kirby (8,987), Leon Valley {9,981); Live Oak
(10,524); 5t. Hedwig (1,649); Schertz (approximalely 15,000), Selma (629); Somerset (1,309); Universal City {14,270).

Copyright 1997, The Greater Austin/San Anlonia Corridor Councit

San Antonlo
Population and Location

The 2000 U.S. Census cites the population of the City to be 1,144,646. The United States Census Bureau ranks the City as the
third largest in the Stale of Texas and the ninth largest in the United Stales. The City is the county seat of Bexar County which
has a population of 1,372,867 according lo the 2000 U. S. The City is located in south central Texas approximately 75 miles
south of the State Capital in Austin,” 140 miles northwest from the Gulf of Mexico, and 150 miles northeast from the Mexican
border cities of Del Rio, Eagle Pass, and Laredo.

B-1



The following table provides, as of April 1 for the years shown, the population of the City of San Antonio, Bexar County, and the
San Antonio Metropolitan Statistical Area (MSA), which includes Bexar, Comal, and Guadalupe Counties:

City of Bexar San Antonio

Year San Anlonio County MSA

1920 161,399 202,096 238,639
1930 . 231,542 292,533 333,442
1940 ... 253,854 338,176 376,093
1950 408,442 500,460 542,209
1960 ...... 587,718 687,151 736,066
1970 .. 654,153 830,460 888,179
1980 ... 786,023 988,971 1,088,881
1990 .. 935,933 1,185,394 1,324,749
2000..........coccmeamarsinmmrnsren s e es s s s snss e rasens 1,144,646 1,372,867 1,564,949

Sourca, U.S. Census of Population, 1920-2000.
San Antonio Metropolitan Statistical Area (MSA)

The population of the San Antonio MSA, which includes Bexar, Comal, Guadalupe and Wilson Counties, is predicted to increase
to nearly 1.75 million by 2005, a growth of some 149,700 over the next five years. This amount reflects a 1.81% annual growth
rate. The number of wage and salary workers is expected to rise by approximately 87,700 between 2000 1o 2005, representing

a 2.12% annual growth rate.

Retail salesa will probably see 6.42% yearly growth and lop $28,03 billion over the forecast horizon. From 2000 lo 2005, real
persanal income (by place or residence) is expected to expand by about $8.6 billion. The growth represents a 4.08% per annum
rate.

From 1995 to 2000, the three leading induslrial sectors in the San Antonio MSA, as measured by the number of jobs added,
were services, wholesale and retail trade, and construction. The industries which are expected to employ the most new warkers

during the 2000 to 2005 period are services, trade, and government.

These industries, number of workers, and the percentage of the San Antonio MSA’s projected real gross product {RGP} in 2005
are listed below:

Sector No, Workers % Total Jobs Total RGP % of RGP
Services 281,388 31.95% $10,782.308 min 18.74%
Trade 199,536 22.66% $10,266.767 min 17.84%
Government 189,942 21.57% % 9,866.396 min 17.14%

[The remainder of this page intentionally left blankf
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FULBRIGHT & JAWORSKI L.L.P.

A REGISTERED LIMITED LiasiLiTy PARTNERSHIP
HOUSTON

300 CONVENT STREET. SuUITE 2200 WASHINGTON. D.C,

San ANTOoNIO. TeEXAas 78205 SAN ANTONIO
DALLAS
NEW YORK
n = LOS ANGELES
AR SR MINNEABOLIS
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HONG KONG

DRAFT 7/19/02

IN REGARD to the authorization and issuance of the “City of Helotes, Texas Combination
Tax and Limited Pledge Revenue Certificates of Obligation, Series 2002” (the Certificates), dated
August 1, 2002 in the aggregate principal amount of $1,500,000, we have reviewed the legality and
validity of the issuance thereof by the City of Helotes, Texas (the City). The Certificates are issuable
in fully registered form only, in denominations of $5,000 or any integral multiple thereof, and have
stated maturities of February 1 in each of the years 2003 through 2017, unless redeemed prior to
stated maturity in accordance with the terms stated on the face of the Certificates. Interest on the
Certificates accrues from the dates, at the rates, in the manner, and is payable on the dates as
provided in the ordinance authorizing the issuance of the Certificates (the Ordinance).

WE HAVE SERVED AS BOND COUNSEL for the City solely to pass upon the legality and
validity of the issuance of the Certificates under the laws of the State of Texas and with respect to
the exemption of the interest on the Certificates from federal income taxes and for no other purpose.
We have not been requested to investigate or verify, and have not independently investigated or
verified, any records, data, or other material relating to the financial condition or capabilities of the
City or the City’s solid waste management system and have not assumed any responsibility with
respect thereto. We express no opinion and make no comment with respect to the sufficiency of the
security for or the marketability of the Certificates. Our role in connection with the City’s Official
Statement prepared for use in connection with the sale of the Certificates has been limited as

described therein.

WE HAVE EXAMINED, and in rendering the opinions herein we rely upon, original or
certified copies of the proceedings of the City Council of the City in connection with the issuance
of the Certificates, including the Ordinance; certificates executed by officers of the City relating to
the expected use of proceeds of the Certificates and certain other funds of the City and to certain
other facts within the knowledge and control of the City; and such other material, including an
examination of the Certificate executed and delivered initially by the City, which we found to be in
due form and properly executed, and such matters of law as we deem relevant to the matters
discussed below. In such examination, we have assumed the authenticity of all documents submitted
to us as originals, the conformity to original copies of all documents submitted to us as certified
copies, and the accuracy of the statements contained in such certificates. We express no opinion
concerning any effect on the following opinions which may result from changes in law effected afier
the date hereof.

#45202724v]



Legal Opinion of Fulbright & Jaworski L.L.P. in connection with the authorization and issuance of
“City of Helotes, Texas Combination Tax and Limited Pledge Revenue Certificates of Obligation,

Series 20027

BASED ON OUR EXAMINATION, IT IS OUR OPINION that the Certificates have been
duly authorized and issued in conformity with the laws of the State of Texas now in force and that
the Certificates are valid and legally binding obligations of the City enforceable in accordance with
the terms and conditions described therein, except to the extent that the enforceability thereof may
be affected by bankruptcy, insolvency, reorganization, moratorium, or other similar laws affecting
creditors’ rights or the exercise of judicial discretion in accordance with general principles of equity.
The Certificates are payable from the levy of an ad valorem tax, within the limitations prescribed by
law, upon all taxable property in the City and are additionally payable from and secured, by a lien
on and pledge of the Pledged Revenues (as defined in the Ordinance), being a limited amount of the
Net Revenues (as defined in the Ordinance) derived from the operation of the City’s solid waste
management system (the Syster), such lien on and pledge of the limited amount of Net Revenues
being subordinate and inferior to the lien on and pledge thereof providing for the payment and
security of any Prior Lien Obligations, Junior Lien Obligations, or Subordinate Lien Obligations
hereafter issued by the City. In the Ordinance, the City retains the right to issue Prior Lien
Obligations, Junior Lien Obligations, Subordinate Lien Obligations, and Additional Limited Pledge
Obligations (each as defined in the Ordinance) without limitation as to principal amount but subject
to any terms, conditions, or restrictions as may be applicable thereto under law or otherwise.

IT IS FURTHER OUR OPINION THAT, assuming continuing compliance after the date
hereof by the City with the provisions of the Ordinance and in reliance upon the representations and
certifications of the City made in a certificate of even date herewith pertaining to the use,
expenditure, and investment of the proceeds of the Certificates, under existing statutes, regulations,
published rulings, and court decisions (1) interest on the Certificates will be excludable from the
gross income, as defined in section 61 of the Internal Revenue Code of 1986, as amended to the date
hereof (the Code), of the owners thereof for federal income tax purposes, pursuant to section 103 of
the Code, and (2) interest on the Certificates will not be included in computing the alternative
minimum taxable income of the owners thereof who are individuals or, except as hereinafter

described, corporations.

WE CALL YOUR ATTENTION TO THE FACT THAT, with respect to our opinion in
clause (2) above, interest on all tax-exempt obligations, such as the Certificates, owned by a
corporation will be included in such corporation’s adjusted current earnings for purposes of
calculating the alternative minimum taxable income of such corporation, other than an S corporation,
a mutual fund, a financial asset securitization investment trust, a real estate mortgage investment
conduit, or a real estate investment trust. A corporation’s alternative minimum taxable income is
the basis on which the alternative minimum tax imposed by section 55 of the Code will be computed.

#45202724v1



Legal Opinion of Fulbright & Jaworski L.L.P. in connection with the authorization and issuance of
“City of Helotes, Texas Combination Tax and Limited Pledge Revenue Certificates of Obligation,

Series 20027

WE EXPRESS NO OPINION with respect to any other federal, state, or local tax
consequences under present law or any proposed legislation resulting from the receipt or accrual of
interest on, or the acquisition or disposition of, the Certificates. Ownership of tax-exempt
obligations such as the Certificates may result in collateral federal tax consequences to, among
others, financial institutions, life insurance companies, property and casuaity insurance companies,
certain foreign corporations doing business in the United States, S corporations with subchapter C
eamnings and profits, owners of an interest in a financial asset securitization investment trust,
individual recipients of Social Security or Railroad Retirement Benefits, individuals otherwise
qualifying for the eamed income credit, and taxpayers who may be deemed to have incurred or
continued indebtedness to purchase or carry, or who have paid or incurred certain expenses allocable

to, tax-exempt obligations.

OUR OPINIONS ARE BASED on existing law, which is subject to change. Such opinions
are further based on our knowledge of facts as of the date hereof. We assume no duty te update or
supplement our opinions to reflect any facts or circumstances that may thereafter come to our
attention or to reflect any changes in any law that may thereafter occur or become effective.
Moreover, our opinions are not a guarantee of result and are not binding on the Internal Revenue
Service; rather, such opinions represent our legal judgment based upon our review of existing law
that we deem relevant to such opinions and in reliance upon the representations and covenants

referenced above.

HA5202724v1
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APPENDIX D

Excerpts (Table of Contents, Independent Auditor's Report, General Financial Statements and Notes to the Financial
Statements), from the City of Heloles, Texas Audited Financial Statements for the fiscal year ended September 30,
2001, and are not intended to be a complete statement of the Issuer's financial condition. Reference is made to the

complete Annual Financial Report for further information.
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CRrRAWFORD, IVERSON & Co., PC.
CERTIFIED PUBLIC ACCOUNTANTS

9400 LORENE
SAN ANTONIO, TEXAS 78218-4447
(210) 340-1800

VIRGIL W, CRAWFORD, JR.
FAX (210} 3408732

B MYRON IVERSON
GREGORY J, LASKOWSK!
STEPHANIE C, MONTZ

Independent Auditors’ Repart

The Honorable Mayor and Members
of the City Council
City of Helotes, Texas

We have audited the accompanying general-purpose financial statements of the
City of Helotes. TX as of and for the year ended September 30, 2001. as
listed in the table of contents. These general-purpose financial statements
are the responsibility of the City of Helotes. TX management. Qur
responsibility is to express an opinion on these general-purpose financial

statements based on our audit.

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

In our opinion. the %eneral-purpose financial statements referred to above,
present fairly, in all materia) respects. the financial position of the City
of Helotes, TX, as of September 30, 2001, and the results of its operations
for the year then ended in conformity with generally accepted accounting
principles in the United States of America.

C|-—£H' ﬂa“-‘-u.. oA d. f.C,
Crawford, Iverson & Co.. P.C.
November 15, 2001



City of Helotes, TX
Combined Balance Sheet - All Fund Types and Account Groups

September 30, 2001
Governmental Fund Type

Debt
General Service
Assets

Cash $1.087.920 3 59.024
Texpool Investment 41,843 --
Receivables:

Taxes 26.371 -

General 69.971 .-

C.0.P.5. Receivable oo -
Due From Debt Service 15,607 1
Restricted Assets -- 00
General Fixed Assets oo .
Amgunt Available in Debt

Service Fund 58 i
Amount to be

Provided for Retirement

of Long-term Debt -~ -
Total Assets $1,241.712 3 59.024
Liabilities and Fund Equity

Liabilities

Accounts Payabie $ 11.455 % --

Compensated Absences Payable -- -

Deferred Revenue 26.371 --

Due to General Fund -- 15.607

General Qbligation Debt . --
Total Liabilities 37.826 15,607
Equity

1:vestment in General

Fixed Assets - --

Fund Balances

Unreserved 1,194 481 --

Designated 9.405 --

Reserved for Debt Service -- 43 417
Total Fund Balances 1,203,886 __ 43 417
Total Fund Equity 1,203,886 __ 43 417
Total Liabilities and

Fund Equity 31,241,712 3 53024

See Accompanying Notes to Financial Statements
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Account Groups

Totals

General General Long- “Memorandum Only”
Fixed Assets _ term Debt 2001 2000

$ -- - $ 1,146,944 ¢ 928.777
-- - 41,843 39,747

-- .- 26.371 29.300

-- -- 69,971 56,898

-- -- -- 11,075

.- -- 15,607 15,609

819,096 -- 819.096 766.438

-- 59.024 59.024 57.649

-- 176,562 176,562 193,354

$ 819,096 $ 86 $ 2,355,418 § ga7
$ -- - 3 11,455 § 41,791
-- 15,586 15,586 11,003

-- -- 26,371 29,300

-- -- 15.607 15,609

.. 220,000 220,000 249,000

-- 235886 ____ 289,013 __ 337.703

819.096 -- 819.096 766,438

-- -- 1,194,481 951,053

- -- 9.405 1,613

-- == 43,417 42,040

.- o 1,247,303 994,706

819,096 - __ 2,066,399 1,761,144

$ B819.096 § 235586 $ 2,355,418 § 2,098,847




City of Helotes, TX
Combined Statement of Revenues, Expenditures and Changes in Fund Balances -

All Governmental Fund Types
For the Year Ended September 30, 2001

Governmental Fund Type Totals
"Memorandum Onfy™

Dabt
Genera! = Service 2001 2000
Revenues
Ad Valorem Taxes $ 743,023 $ 33,661 $§ 776.684 $ 661.946
Franchise Taxes 151.518 -- 151,518 127,368
Sales Taxes 239,347 - 239.347 202.902
Mixed Beverage Tax 26.672 - 26,672 11,257
Licenses and Permits 284.062 -- 284,062 257.335
Bingo 2.58% -- 2,589 1,054
Municipal Court 200.294 ~- 200,294 145,990
Interest 33.658 2.020 35.678 21.454
gtﬁf-’a Grant 4 éé -- A - J5.529
er Kevenue .2 -_— 222 !1 524
Total Revenues 1,685,455 __ 35,681 _1.72].136 1,476,659
Expenditures
Administration 266.410 -- 266.410 197.691
Municipal Court 115,312 -- 115,312 102,661
General Government Buildings 33.753 -- J3,753 21,074
Police Department 574.684 -- 574,684 457.793
Emergency Services 82,266 -- 82,266 68,677
Fire Department 83.305 -- 83.305 66,588
Public Works 215.078 - 215,078 185,584
Planning and Zoning -- -- -- 105
Inspections 38.895 -- 38,895 53,330
Debt Service - 34,305 34,305 35.625
Animal Control 3,385 -- 3.385 1,382
l(__:.O.Pi.:s. East and More 2.;92 -- lggj 17.118
orestry Grant 18 35 - - . —_ ==
Total Expenditures 1,434,236 _ 34305 1.4 1.207,628
Excass (Deficit) Revenues
Over Expendituras 251,219 1,376 252.595 269.031
Fund Batances at
October 1 952,667 __ 42041 994.7 725,675
Fund Balances at
September 30 $1,203.886 §__43.417 $1.247.303 $ 9947
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City of Helotes, TX

Combined Statement of Revenues, Expenditures and Changes
in Fund Balances - Budget and Actual - General Revenue
and Debt Service Funds

For the Year Ended September 30, 2001

General Fund

Variance
Favarable

—Budget  _ Actual = _(Unfavorable)

Revenues
Ad Valorem Taxes $ 766.047 $ 743.023 5 (23.024)
Franchise Taxes 110.836 151,518 40,682
Sales Taxes 165,858 239,347 73,489
Mixed Beverage Tax 8.593 26.672 18.079
Licenses and Permits ; 226.496 284062 57,566
Bingo 1,541 2.589 1,048
Municipal Court 144,394 200, 294 55,900
Interest 18,257 33,658 15.401
C.0.P.5. Grant 21,257 -- {21,257
Other Revenue 16,803 4 (12,.511)
Total Revenues _1,480, 082 . 456 205 373
Expenditures
Administrative 233.510 266.410 32.900
Municipal Court 120,953 115,312 (5.641)
General Government Buildings 62.195 33,753 (28.442)
Police Department 513.878 574,684 60.806
Emergency Services 60 82.266 82.206
Fire Department 83.304 83.305 1
Public Works 222.936 215,078 {7.858)
Planning and Zoning 280 -- (280)
Inspections 56.400 J8.895 (17.505)
Debt Service 35,460 -- {35,460)
Animal Contral 1,843 3.385 1,542
C.0.P.S. Fast and More 34,285 2.794 (J31.491)
Forestry Grant == 18,354 18,354
Total Expenditures _1,365,104 434 69,132

Excess (Deficlt) Revenues

Ovear Expenditures 114,978 251,219 136.241
Fund Balance at October 1 952 667 __ 952 667 --
Fund Balance at September 30 $1.067.645 51,203,886 / § 136,241

See Accompanying Notes to Financial Statements.
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Debt Service Fund

Variance
Favorable

Budgat Actual {Unfavorable]

$ 35,429 § 33,661 § (1,768)

35,460 34.305 (1.156)

35 460 2305 155
(a1) 1.376 1.407

42041 4204 .-

$ 42,010 S 43,417 § 1.407



City of Helotes, TX
Notes to Financial Statements
September 30, 2001

Note 1 - Summary of Accounting Policies

The City of Helotes. TX (the "City") was incorporated 1n 1981, under the
provisions of the State of Texas. The City operates under as a General Law

City.

The accounting policies of the City conform to generally accepted accounting
principles as applicable to governments. The following is a summary of the
more significant policies:

The Reporting Entity

The City. for financial purposes. includes all of the funds and account
groups relevant to the operations of the City of Helotes, TX. The financial
statements presented herein do not include any dependent agencies,

Basis of Prasentation

The accounts of the City are organized on the basis of funds or account
groups, each of which is considered to be a separate accounting entity. The
operations of each fund are accounted for by providing a separate set of
self-balancing accounts which are comprised of each fund's assets,
liabilities, fund equity, revenues and expenditures or expenses, as
appropriate. Government resources are allocated to and for individual funds
based upon the purposes for which they are to be spent and the means by which
spending activities are controlled. The various funds are grouped, in the
financial statements in this report. into generic fund types and broad fund

categories as follows:
Govermmental Fund Types

General Fund

The General Fund is the general operating fund of the City. It is used to
account for all finmancial resources except those required to be accounted for

in another fund.

Debt Service Fund

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

costs.



City of Helotes, TX
Notes to Financial Statements-(Continued)
September 30, 2001

Nate 1 - Summary of Accounting Policies-{Continued)
Measurement Focus end Basis of Accounting

Basis of accounting refers to when revenues and expenditures or expenses are
recognized in the accounts and reported in the financial statements. Basis
of accounting relates to the timing of the measurements made, regardless of

the measurements focus applied.

ATl governmental funds are accounted for using the modified accrual basis of
accounting. Their revenues are recognized when they become measurable and
available as net current assets. Gross receipts and sales taxes are
considered “measurable" when in the hands of intermediary collecting
governments and are recognized as revenue at that time. A1l major revenues

are susceptible to accrual.
Expenditures are generally recognized under the modified accrual basis of
accounting when the related fund liability is incurred. Exceptions to this

general rule include: (1) accumulated-unpaid vacation and (2} principal and
interest on general long-term debt which is recognized when due,

Budgets and Budgetary Accounting

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

1. Formal budgetary integration is employed as a management contrcl devise
during the year for the General Fund.

2. The City Council approves, by ordinance, the total budget appropriation.

3. The budget amounts shown jn the financial statements are the final
authorized amounts as revised during the year.

Rastricted Assets

Restricted assets consist of cash restricted for police department use

obtained from the sale of seized property and a donation received from the

gefg?ggi Helotes Chamber of Commerce for permanent improvements to City
acilities.

Deposits and Investments

Cash includes amounts in demand deposits as well as short-term investments
with a maturity date of three months or less.

The City’'s investment policy authorizes investment instruments consistent
with governing law (Government Code 2256) as follows:



City of Helotes, TX
Notes to Financial Statements-{Continued)
September 30, 2001

Note 1 - Summary of Accounting Policies-{Continued)
Deposits and Investments (Continuad)
Assets of Funds of the government of the City of Helotes may be invested in:
1. U.S. Treasury securities maturing in less than three (3) years:
2. Short-term obligations of U.S. government agencies:

3. Fully insured or collateralized certificates of deposits at
commercial banks and savings and loan agencies;

4. Repurchase agreements collateralized by U.S. Treasury or U.S.
government agency securities:

5. Local government investment pools which are rated in the highest
investment category by at least one natfonally recognized rating

service,
Property, Plant and Equipment and Long-term Liabilities

The accounting and reporting treatment applied to property. plant and
equipment and long-term liabilities associated with a fund are determined by
its measurement focus. A1l governmental fund types are accounted for on 3
spending “financial flow" measurement focus. This means that only current
liabilities are generally included on their balance sheets. Their reported
fund balance (net current assets) is considered a measure of “available
spendable resources”. Governmental fund operating statements present
increases (revenues and other financing sources) and decreases (expenditures
and other financing uses) in net current assets. Accordingly. they are said
to present a summary of sources and uses of “available spendable resaurces”

during a period.
Property, plant and equipment used in governmental fund type operations are

accounted for in the General Fixed Assets Account Group, rather than in
governmental funds. No depreciation has been provided on such property.

plant and equipment.

A1l property. plant and equipment are valued at historical cost or if donated
are recorded at fair market value at the date received.

The City bhas adopted the accounting policy of not capitalizing
"infrastructure” general fixed assets (roads. bridges. curbs and gutters.
streets and sidewalks, drainage systems. lighting systems and similar assets
that are immovable and of value only to the City).

Long-term liabilities expected to be financed from governmental fund types
are accounted for in the General Long-term Debt Account Group. not in the

governmental funds.

10



City of Helotes, TX
Notes to Financial Statements-(Continued)
September 30, 2001

Note 1 - Summary of Accounting Policies-{Continued)
Property, Plant and Equipment and Long-term Liabilities (Continued)

These two account groups are not “funds”. They are concerned only with the
measurement of financial position. They are not involved with measurement of

results of operations.

Because of their spending measurement focus, expenditure recognition for
governmental fund types is limited to exclude amounts represented by non-
current liabilities. Since they do not affect net current assets. such long-
term amounts are not recognized as governmental fund type expenditures or
fund liabilities. They are instead reported as liabilities in the General

Long-term Debt Account Group.

lnventory

Supplies and materials used for operations and repairs are purchased as
needed and accordingly. no stock of supplies is maintained.

Encumbrance Accounting

Encumbrances for goods on purchased services are documented by purchase
orders or contracts. Appropriations lapse at September 30 and encumbrances
outstanding at that time are appropriately provided for in the subsequent

year's budget.

Accumulated Compensated Absences

It is the City's policy to permit employees to accumulate an amount of earned
but unused vacation. which will be paid to employees upon separation from the
City's service. This accumulation of vacation leave cannot exceed 80 hours
for a 40-hour employee or 60 hours for a 30 hour employee. In governmental
funds the cost of vacation and sick leave is recognized when payments are

made to employees.

Proparty Taxes - Revenue Recognition

Taxes are levied on October 1 and are due ang payable at that time. Property
taxes attach as an enforceable lien on property as of January 1. All unpaid
taxes levied October 1 become delinquent February 1 of the following year.

Pro?erty tax revenues are recognized when they become available. Available

includes those property tax receivables expected to be collected within sixty
days after year end. Delinquent taxes are fully reserved.

11



City of Helotes, TX
Notes to Financial Statements-(Continued)
September 30, 2001

Note 1 - Summary of Accounting Policies-(Continued)
Paension Plan

The City is a member of the Texas Municipal Retirement System which covers
all full-time employees. The City had an unfunded actuarial accrued
liability at September 30, 2001 totaling $4.954.

General Obligation Bonded Debt Service

The ad valorem tax rate is allocated each year between the General Fund and
the Debt Service Fund, The ad valorem tax rate allocated to the Debt Service
Fund, at the beginning of each year, is based on the projected annual
requirement for debt service on general obligation bonded debt.

Designation of Fund Balances

The City records Fund Designations to indicate that a portion of the fund
balance is segregated for a specific future use. The following details the
description and amount of all designated funds used by the City.

Balance at
September 30,
2001

Police Seizure Fund $ 2.286
Municipal Court Technology Funds 7.119

Total $ 9 405

Comparative Data

Comparative data for the prior year have been presented in the accompanying
financial statements in order to provide an understanding of changes in the
City's: financial position and operations. However. complete comparative data
(i.e.. presentation of prior year totals by fund ype in each of the
statements) has not been presented since their inclusion would make the
statements unduly complex and difficult to read.

Total Columns on Combined Statements - Overview

Total colums on the Combined Statements - Overview are captioned “Memorandum
Only" to indicate that they are presented only to facilitate financial
analysis. Data in these columns do not present financial position. results
of operations. or changes in financial position in conformity with generally
accepted accounting principles. Neither 1is such data comparable to a
consolidation. Interfund eliminations have not been made in the aggregation

of this data.
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City of Helotes, TX
Notes to Financial Statements-{Continued)
September 30, 2001

Note 2 - Cash and Investments

A1l cash and certificates of deposit are held in one financial institution in
the name of the City. These deposits were insured throughout the year and at
the financial statement date by a combination of FDIC insurance coverage and
pledged U.S. Government Securities.

Deposits

At year end, the carrying amount of the City's deposits was $1,146,942 and
the bank balance was $1.375,237. Compass Bank, as the City's depository, had
pledged $4.704.544 in their assets to fully collateralize the City's deposits
in addition to FDIC coverage.

Investments

The City's investments are categorized as either (1) insured or registered or
for which the securities are held by the City or its agent in the City's
name, (2) uninsured and unregistered for which the securities are held by the
broker's or deater's trust department or agent in the City's name or (3)
uninsured and unregistered for which the securities are held by the broker or
dealer, or by its trust department or agent but mot in the City's name,

Categories Carrying Market
1 2 3 Amount Value
State and U.S.
Government
Securities $ 41,8438 -- 3 -- § 41,843 s 41,843
Total
Investments $ 41,843 8 -- 3 --§ 41,843 841,843

Investments totaling $41,843 were invested in Texpool, an investment service
for public funds at the statement date., These investments are category 1

investments.

Note 3 - Accounts Receivable

Accounts Receivable. other than taxes receivable. are considered fully
collectable by the City. Accordingly, no allowance faor losses is recognized
in the financial statements. Taxes are fully reserved and are recorded as

revenue when collected.
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City of Helotes, TX
Notes to Financial Statements-{Continued)

September 30, 2001

Note 4 - General Fixed Assets Account Group

The following is a summary of Changes in the General

Fixed Assets Account

Group:

Balance Balance
October 1, September 30,

2000 Additions Deletions 2001
Police Equipment 5 150.454 § 23,619 % -- 8 174,973
Office Furniture

and Equipment 46,926 26.823 - 73.749
Emergency Equipment 3ss -- -- J8s
Road Equipment 190 - oC 190
Public Works 78.686 -- -- 78,686
City Hall Facilities 489,797 ___ 2,216 -- 492,013
Totals s 766.4 $§ 52,658 § -- 3 819,096

Note 5 - Changes in General Long-term Debt Account Group

The following is a summary of the Compensated Absences and General Obligation
Debt 1993 Bonds of the City for the year ended September 30. 2001:

Balance Balance
October 1, Saptember 30,
2000 Additions Reductions 2001
General Obligation Bonds $ 240,000 5 -- $ 20.000 s 220.000
Compensated Absences 11,003 4,583 - 15.586
$251,003 4,563 5 20,000 5235586
The General Long-term Debt as of September 30, 2001 follows:
(1) General Obligation Bonds. Series 1993. in the original
sum of $350,000 to provide funds for the construction
of a Municipal Complex. General Obligation bonds are
direct obligation and pledge the full faith and
credit of the City. $ 220,000
(2) Compensated Absences __15.586
Total Compensated Absences and General ‘ .

Obligation Bonds, Series 1993

14



City of Helotes, TX

Notes to Financial Statements-(Continued}

September 30, 2001

Note & - Changes in General Long-term Debt Account Group-(Continued)

The annual requirements to amortize the General Obligation Bonds. Series 1993
as of September 30. 2001 follows:

Summary of Debt Service Requirements to Maturity

General Obligation Bonds

Year Ending

September 30, Pringcipal Interest Total
2002 $ 20.000 $ 13,145 $ 33.145
2003 25,000 11.820 36,820
2004 25.000 10,320 35.320
2005 25.000 8,795 33.795
2006 30,000 7.083 37.083
2007 30.000 5,185 35,185
2008 30.000 3.250 33.250
2009 35,000 1,137 36,137

$ 220,000 $ 60,735 3 735

Interest rates range from 7.5% to 5.5%.

Note 6 - Contingent Llabilities

The City contracts in the form of inter-local agreements with the Texas
Hum‘ciﬁa] League (TML) to ?rovide the following types of insurance coverage
through an intergovernmenta! risk pool:

Liability/Property
Workers® Compensation

These multi-employer accounts provide for a combination of modified self-
insurance and stop loss coverage. Contributions are set annually by TML.
Liability by the City is generally limited to the amounts calculated by the

inter-local agreements.

Note 7 - Budget Presentation

The original City budget is adopted by the City Council prior to the
beginning of the fiscal year and amended, as required. during the year,
Budgets are prepared for the General and Debt Service Funds, and the fina}
amended budget for each of these funds is used in the accompanying financial

statements.
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City of Helotes, TX
Notes to Financial Statements-{Continued)

September 30, 2001

Note 8 - Estimates

The preparation af financial statements requires management to make estimates
and assumptions that affect certain reported amounts and disclosures
Accordingly. actual results could differ from those estimates.

Note 9 - Pension Plans

Plan Description

The City dprovides pension benefits for all of its full-time employees through
a nontraditional. joint contributory. hybrid defined benefit plan in the
state-wide Texas Municipal Retirement System (TMRS)., one of over 745
administered by TMRS, an agent muttiple-employer public employee retirement

system,

Benefits depend upon the sum of the employee's contributions te the plan,
with interest, and the City-financed monetary credits, with interest. At the
date the pilan began, the City granted monetary credits for service rendered
before the plan began of a theoretical amount equal to two times what would
have been contributed by the employee. with interest, prior to establishment
of the plan. Monetary credits for service since the pian began are a
percent (100%, 150%. or 200%) of the employee's accumulated contributions.
In addition. the City can grant. as often as annually. another type of
monetary credit referred to as an updated service credit which is a
theoretical amount which, when added to the erl?]oyee's accumulated
contributions and the monetary credits for service since the plan began,
would be the total monetary credits and employee centributions accumulated
with interest if the current employee contribution rate and City matching
ercent had always been in existence and if the employee's salary had always
en the average of his salary in the last three years that are one year
before the effective date. At retirement, the benefit is calculated as if
the sum of the employee's accumulated contributions with interest and the
employer-financed monetary credits with interest were used to purchase an

annuity.
Tha plan provisions are adopted by the governing body of the City. within the

options available in the state statutes governing TMRS and within the
actuarial constraints also in the statutes. Plan provisions for the City

were as Tollows:

Deposit Rates 5%
Matching Ratio (City to Employee) 1-1
A member is vested after 10 years

Members can retire at certain ages. based on the years of service with the
City. The service retirement eligibility for the City is 10 years/age 60. 25

years/any age.
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City of Helotes, TX
Notes to Financial Statements-{Continued)

September 30, 2001

Note 9 - Pension Plans {Continued}

Contributions

Under the state law governing TMRS. the actuary annually determines the City
contribution rate. This rate consists of the normal cost contribution rate
and the prior service contribution rate. both of which are calculated to be a
level percent of payroil from year to year. The normal cost contribution
rate finances the currently accruing monetary credits due to the City
matching percent. which are the obligation of the City as of an empioyee's
retirement date, not at the time the employee's contributions are made. The
normal cost contribution rate is the actuarially determined percent of
payrol] necessary to satisfy the obligation of the City to each employee at
the time his/her retirement becomes effective. The prior service
contribution rate amortizes the unfunded (overfunded) actuarial tiability
(asset) over the remainder of the plan's 25-year amortization period. The
umt credit actuarial cost method is used fTor determining the City
contribution rate. Both the employees and the City make contributions
monthly. Since the City needs to know its contribution rate in advance for
budgetary purposes. there is a one-year delay between the actuarial valuation
that is the basis for the rate and the calendar year when the rate goes into

effect.
Schedule of Actuarial Liabilities and Fund Progress

Actuarial Valuation Date 12-31-00 12-31-99 12-31-98
Actuarial Value of Assets $229.717 $207.340 $276.043
Actuarial Accrued Liability $224.763 $232,117 $299,959
Percentage Funded 102.2% 89.3% 92.0%
Unfunded (Over-funded) Actuarial

Accrued Liability (UAAL) $(4,954) $ 24.777 $ 23,916
Annuat Covered Payroll $458.978 $408.816 $334,243
UAAL as Percentage of Covered Payroil -1.1% 6.1% 7.2%
Net Pension Obligation (NPD) at the

Beginning of Period $ -- $ -- s -

Annual Pension Cost:
Annual Required Contribution (ARC) § 24.497 : 23.246 : 15,084

Interest on NPO [1 o0 .- —
Adjustmant to the ARC 5 -- $ -- $ .-
Contributions Made $ 24,497 $ 23,246 $ 15.084
Increase in NPO $ o s - ==
NPD at the End of Period s -- ] -- $ --

17



City of Helotes, TX
Notes to Financial Statements-{Continued)

September 30, 2001

Note 9 - Pension Plans-(Continued)
12-31-97 12-31-96 12-31-95

Actuarial Valuation Date
Actuarial Value of Assets £228.341 $187 303 $149,818
Actuarial Accrued Liability $249 464 $203,879 $162,465
Percentage funded 91.5% 91.9% 92.2%
Unfunded (Over-funded) Actuaria?l

Accrued Liability (UAAL) $ 21,123 $ 16.576 $ 12,647
Annual Covered Payroll $256.689 $262,150 $230.963
UAAL as Percentage of Covered Payroll 8.2% 6.39% 4_82%

Net Pension Obligation (NPO) at the
Beginning of Period
Annual Pension Cost:
Annual Required Contribution (ARC) § 10.774
Interest on NPO $ --
Adjustment to the ARC $ --
Contributions Made $ 10.774
Increase in NPQ s --
NPO at the End of Period $ --

The City of Helotes is one of 745 municipalities having the benefit plan
administered by TMRS. Each of the 745 municipalities have an annual,
individual actuarial valuation performed. A1l assumptions for the December
3l. 2000 valuations are contained in the 2000 TMRS Comprehensive Annuai
Financial Report. a copy of which may be obtained by writing to P. 0. Box

149153, Austin, Texas 78714-9153.

6.902

6.902

8,919

8.919

LB L X" WPy -
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Note 10 - Reclassifications

Certain amounts in the prior year financial statements have been reclassified
for comparative purposes to conform with the current year presentation,

Note 11 - New Reporting Standard

In June 1999. the Governmental Accounting Standards Board (GASB) issued
Statement 34 “Basic Financial Statements and Management's ODiscussion and
Analysis for State and Local Goverrments.” This Statement establishes new
financial reporting requirements for state and local governments throughout
the United States. When implemented, it will require new information and
restructure much of the information that governments have presented in the
ast. Comparability with reports issued in prior years will be affected.
e City is required to implement this standard for the fiscal year ending
September 30, 2004. The City has not determined the full impact that
adoption of GASB Statement 34 will have on the financial statements.
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NEW ISSUE - BOOK-ENTRY-ONLY Ratings: S&P: “AAA"
" “FSA” Insured”

{See "OTHER PERTINENT INFORMATION — Ratings”

and “BOND INSURANCE” herein)

OFFICIAL STATEMENT
Dated August 8, 2002

in the opinion of Bond Counsel, assuming continuing compliance by the Issuer after the dale of initial delivery of the Certificates with certain covenants conlained in
the Ordinance authorizing the Cerlificates and subject to the matters described under "TAX MATTERS® herein, interest on the Certificales under existing statutes,
regulations, published rulings, and count decisions (1} wilf ba excludable from the gross income of the owners thereof for federal income fex purposes under Section
103 of the Intemal Revenue Code, and (2) wiff not be included in computing the alfemnative minimurm taxable income of the owners thereof who are individuals or,
except as described herein, corporations. (See "TAX MATTERS" herein.}

The Issuer will designate the Certificates as "Qualified Tax-Exempt Obfigations”

$1,500,000
CITY OF HELOTES, TEXAS
{Bexar County, Texas)
COMBINATION TAX AND LIMITED PLEDGE REVENUE CERTIFICATES OF OBLIGATION,
SERIES 2002
Dated Date: August1, 2002 Due: February 1, as shown below

The $1,500,000 City of Helotes, Texas Combination Tax and Limited Pledge Revenue Cerlificates of Obligation, Series 2002 (the
"Certificates™) are being issued pursuant to the Certificate of Obligation Act of 1971, as amended, Texas Local Government Code, Section
271.041 through 271.063, Section 363.135, as amended, Texas Health and Safety Code, and an ordinance {the "Ordinance") adopted by the
City Council, (See "THE CERTIFICATES - Authority for Issuance” herein.)

The Certificates will constitute direct and general obligations of the Issuer payable from ad valorem taxes levied against all taxable property
therein, within the limits prescribed by law, and further secured by a lien on and pledge of the Pledged Revenues (derived from Issuer's
municipal solid waste system (the “System”) not fo exceed $1,000 during the entire period the Cedificates or interest thereon remain
outstanding). In the Ordinance, the Issuer has reserved the right to issue Prior Lien Obligations, Junior Lien Obligations, Subordinate Lien
Ohbligations, and Additional Limited Piedge Obligations without limitation as to principal amount but subject to any terms, conditions, or
restriclions as may be applicable thereto under law or ctherwise. (See "THE CERTIFICATES - Security for Payment” and "TAX RATE
LIMITATIONS" herein.)

Interest on the Cerificates will accrue from the dated date as shown above and will be payable February 1 and August 1 of each year,
commencing February 1, 2603, and will be calculated on the basis of a 360-day year of twelve 30-day months. The definitive Certificates will
be issued as fully registered obligations in book-entry form only and when issued will be registered in the name of Cede & Co., as nominee ¢,
The Depository Trust Company (“DTC"), New York, New York. DTC will act as securities depository. Book-entry interests in the Cerdificates
will be made available for purchase in the principal amount of $5,000 or any integral multiple thereof. Purchasers of the Cerlificates
(“Beneficial Owmers") will not receive physical delivery of certificates representing their interest in the Cerlificates purchased. Se long as DTC
or its nominee is the registered owner of the Certificates, the principal of and interest on the Certificates will be payable by The Bank of New
York Trust Company of Florida, N.A., Jacksonville, Florida, to the securities depository, which will in tum remit such principal and interest to its
participants, which will in furn remit such principal and interest to the Beneficial Owners of the Certificates. (See “BOOK-ENTRY-ONLY
SYSTEM" herein.) Proceeds from the sale of the Certificates wilt be used for the purpose or purposes of paying contractual obligations of the
City to be incurred for making permanent public improvements and for cther public purposes including: (1) constructing street improvements
(including utilities repair, replacement, and relocation) and drainage incidental thereto; (2) constructing drainage improvements; (3)
constructing renovations and improvements to the existing City Hall; (4) constructing renovations and improvements to the existing police
department; (5) constructing a new fire station; (6) constructing a new police facilty; (7) the purchase of materials, supplies, equipment,
machinery, land, rights-of-way for authorized needs and purposes relating to the new fire station and for police purposes, and (8) the payment
of professional services related to the construction and financing of the aforementioned projects. (See "THE CERTIFICATES - Use of
Certificate Proceeds” herein,)

The scheduled payment of principal of and interest on the Cerificates when due will be guaranteed under an insurance policy lo be Issued
concurrently with the delivery of the Cerlificates by FINANCIAL SECURITY ASSURANCE INC.

i FSA.

STATED MATURITY SCHEDULE
{Due February 1)

Stated Principal Rate Yield Stated Principal Rate Yield
Maturity Amaount {%) (%) Maturity Amount {%6) (%)
2003 $ 70,000 350 1.50 2010 $ 95,000 4.00 355
2004 70,000 3.50 1.70 2011 100,000 400 3.70
2005 75,000 3.50 2.15 2012 110,000 4.00 3.80
2008 80,000 375 2.50 2013 115,000 400 3.90
2007 85,000 375 2.80 2014 120,000 4.00 4,00
2008 90,000 3.75 310 2015 125,000 420 425
2009 95,000 4.00 3.35 2016 130,000 425 435
2017 140,000 435 4.45

The Issuer reserves the right io redeem the Certificates maturing on or after February 1, 2013, in whole or in part, in principal amounts of 55,000 or any integral
multiple thereof, on February 1, 2012, or any date thereafier, at the redemption price of par plus accrued interest as further described herein. (See "THE
CERTIFICATES - Redemption Provision of the Certificates™ herein.)

The Certificates are offered for delivery, when, as and if issued and received by the initial purchasers (the "Purchasers”) and subyject to the approving opinion of the
Attorney General of the State of Texas and the approval of certain legal matters by Fulbright & Jaworski LL P., Bond Counsel, San Antonio, Texas, The fegal opinion
of Bornd Counsel will be printed on, or attached (o, the Certificates. (See "LEGAL MATTERS - Legal Opinions And No-Litigation Certificate” herein). It is expected that
the Certificales will be availabie for initial delivery through DTC on or about September 5, 2002,

1



CITY OF HELOTES, TEXAS

P.0O. Box 507
Helotes, Texas 78023-0507
{210) 695-8877
ELECTED OFFICIALS
Years Term Expires
Name Served (May) Occupatiocn

Steven F. Hodges 9 2003 Real Estate Manager, City of San

Mayor Antonio

Garrie Gillaspie 4% 2003 Teacher

Mayor Pro Tem

Jim Caruso Ya 2004 Police Officer, Hifl Country Village

Councilmember

Barbara Jane Galland 4% 2004 Housewife, retired

Councilmember

Charles James Ya 2004 IT Consultant and Developer

Councilmember

David Matthew Umbel 1% 2003 Residential Construction

Councilmember

ADMINISTRATION
Length of Service
Name Position With the City (Years)
Marie Gelles City Administrator 1
Judy Tokar City Secretary 6 months
CONSULTANTS AND ADVISORS
Bond Counsel . & i s i g e e e cennseennennerensFUIDTIGHE & Jaworski L.L.P.
San Antonio, Texas

Certified PUDIC ACCOUNLANES .........cccocececissisimasrasesmsasansamsssessessssssimsonsmmmnrsrmsnssearmeneenresnesseennnnancess S TAWTOR, Iverson & Co., P.C.

Financial Advisor i aitiians s srn | S o s e

San Antonio, Texas

itmtertetres e e e sms s e rensans e ananees OV SECUATIES
San Antonio, Texas

For Additional Information Please Confact:

Ms. Marie Gelles
City Administrator
City of Helotes
P.O. Box 507
Helotes, Texas 78023-0507
{210) 695-8877 — Phone
(210) 695-2123 — Fax

Mark M. McLiney
SWS Securities
711 Navamro, Suite 480
San Antonio, Texas 78205
(210) 226-8677 — Phone
(210) 226-8299 - Fax
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USE OF INFORMATION IN THE OFFICIAL STATEMENT

Mo dealer, broker, salesman, or other person has been authorized to give any Information, or to make any representation other than those
contained in this Official Statement, and, if given or made, such other information or representations must not be relied upon as having been
authorized by the Issuer. This Official Statement is not to be used in connection with an offer to sell or the solicitation of an offer to buy in any
state in which such offer or solicitation is not qualified to do so or fo any persan to whom it is unlawful to make such offer or solicitation.  Any
infarmation or expression of opinion herein contained are subject to change without notice, and neither the delivery of this Official Statement nor
any sale made hereunder shall, under any circumstances, create an implication that there has been no change in the affairs of the Issuer or cther
matters described herein since the date hereof.

The Financial Advisors have provided the following sentence for inclusion in this Official Statement. The Financial Advisors have reviewed the
information in this Official Statement in accordance with their responsibilities 1o investors under the federal securities laws as applied fo the facts
and circumstances of this transaction, but the Financial Advisors do not guaraniee the accuracy or completeness of such information,

THE CERTIFICATES ARE EXEMFT FROM REGISTRATION WITH THE SECURITIES AND EXCHANGE COMMISSION AND
CONSEQUENTLY HAVE NOT BEEN REGISTERED THEREWITH. THE REGISTRATION, QUALIFICATION, OR EXEMPTION OF THE
CERTIFICATES IN ACCORDANCE WITH APPLICABLE SECURITIES LAW PROVISIONS OF THE JURISDICTIONS IN WHICH THESE
SECURITIES HAVE BEEN REGISTERED, QUALIFIED, OR EXEMFTED SHOULD NOT BE REGARDED AS A RECOMMENDATION
THEREOF.

Neither the City nor the Financial Advisors makes any representation or wamanty with respect 1o the information contained in this Official
Statement regarding The Depository Trust Company or its Book-Entry-Only System.
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The cover page, subsequent pages hereof, and appendices allached hevelo, are parl of this Official Statement.

Other than wilh respect o infarmation conceming Financial Secuniy Assurance inc, (Financial Security”) confained under the caption "Bond Insurance” and Exhibit F

specimen “Municipal Bond insurance Policy” herein, none of the information in this Official Statement has been supphed or vertied by Financial Secunty and Financial
Secury makes no representalion or wamanly, express or impled, a3 fo () the accuracy or complefeness of sich information; (i) the validlty of the Centlificates; ar (i}
the tar exermgt stalus of the inlerest on the Certificales.



SELECTED DATA FROM THE OFFICIAL STATEMENT

The selecled dala is subject in all respects lo the more complefe information and definitions contained or incorporated in this Official
Statement. The offering of the Certificates to polential investors is made only by means of this entire Official Statement. No person is
authorized to detach this page from this Official Statement or o otherwise use it without the entire Official Statement.

The Issuer

The Certificates

Paying Agent/Registrar

Security

Redemption Provision of the
Certificates

Tax Matters

Qualified Tax-Exempt Obligations

Tax Exemption

Use of Certificate Proceeds

The City of Helotes, Texas (the “lssuer” or “City") is located direclly adjacent to San
Antonio approximately 20 miles northwest of downtown San Antonio, Texas off State
Highway 16, approximately 2 miles outside of Loop 1604. The City's 2000
population was 4,285, an increase of 179.15% since 1990 and cumently stands at
4,700. (See Appendix B - “General Information of the Issuer and Bexar County,
Texas” herein.)

The Cerificates are being issued pursuant to the Cerlificate of Obligation Act of
1971, as amended, Texas Local Government Code, Section 271.041 through
Section 271.063, Section 363.135, as amended, Texas Health and Safety Code,
and an ordinance ({the "Ordinance") adopted by the City Council.

The initial Paying Agent/Registrar is The Bank of New York Trust Company of
Florida, N.A., Jacksonville, Florida.

The Cerdificates will constitute direct and general obligations of the Issuer payable
from ad valorem taxes levied against all taxable property therein, within the limits
prescribed by law, and further secured by a lien on and pledge of the Pledged
Revenues (derived from Issuer's municipal solid waste system (the "System") not to
exceed $1,000 during the entire period the Cerlificates or interest thereon remain
outstanding). in the Ordinance, the Issuer has reserved the right to issue Prior Lien
Obligations, Junior Lien Obligations, Subordinate Lien Obligations, and Additional
Limited Pledge Obligations without limitation as to principal amount but subject to
any terms, conditions, or restrictions as may be applicable thereto under law or
otherwise. (See "THE CERTIFICATES - Security for Payment" and "TAX RATE
LIMITATIONS™ herein.)

The Issuer reserves the right, at its sole option, to redeem Cerlificates stated to
mature on or after February 1, 2013 on February 1, 2012, or any date thereafter, in
whole or in part, in principal amounts of $5,000 or any integral multiple thereof plus
accrued interest to the date fixed for redemption. (See "THE CERTIFICATES -
Redemption Provision of the Certificates" herein.)

In the opinion of Bond Counsel, the interest on the Cerificates will be excludable
from gross income of the owners thereof for purposes of federal income taxation
under existing law, subject to matters discussed herein under "TAX MATTERS".
(See "TAX MATTERS" and Appendix C - "Form of Opinion of Bond Counsel"
herein.)

The Issuer will designate the Certificates as "Qualified Tax-Exempt Obligations” for
financial institutions. (See "TAX MATTERS - Qualified Tax-Exempt Obligations”
herein.)

In the opinion of Bond Counsel, the interest on the Certificates will be excludable
from gross income of the owners thereof for purposes of federal income taxation
under existing faw subject to matters discussed herein under "Tax Exemption". (See
*"TAX EXEMPTION” and APPENDIX C - "Form of Bond Counsel's Opinion" herein.)

Proceeds from the sale of the Certificates will be used for the purpose or purposes
of paying contractual obligations of the City to be incurred for making permanent
public improvements and for other public purposes including: (1) constructing street
improvements (including utilities repair, replacement, and relocation) and drainage
incidental thereto; (2) constructing drainage improvements; (3) constructing
renovations and improvements to the existing City Hall; {4) constructing renovations
and improvements to the existing police department; (5) constructing a new fire
station; (6) constructing a new police facility; (7) the purchase of materials, supplies,
equipment, machinery, land, rights-ofway for authorized needs and purposes
relating to the new fire station and for police purposes, and (8} the payment of
professional services related to the construction and financing of the
aforementioned projects. (See "THE CERTIFICATES - Use of Certificate Proceeds”
herein.)



Bond Insurance The scheduled payment of principal of and interest on the Certificates when due
will be guaranteed under an insurance policy to be issued concurrently with the
delivery of the Cerlificates by FINANCIAL SECURITY ASSURANCE INC. (See
“BOND INSURANCE" herein.)

Ratings Standard & Poor's Ratings Services, A Division of The McGraw-Hill Companies,
Inc. ("S&P") has rated the Certificates “AAA” based upon a municipal bond
insurance policy issued by FINANCIAL SECURITY ASSURANCE INC. (See
*BOND INSURANCE" and "OTHER PERTINENT INFORMATION - Ratings"

herein.)

Payment Record The City has never defaulted on the payment of its general obligation or revenue
indebtedness.

Future Bond Issues The Issuer does not anticipate the issuance of any additional debt in 2002.

Delivery When issued, anticipated on or about September 5, 2002.

Legality Delivery of the Ceificates is subject to the approval by the Attommey General of the

State of Texas and the rendering of an opinion as to iegality by Fulbright & Jaworski
L.L.P., San Antonio, Texas, Bond Counsel

THE CERTIFICATES
General Description of the Certificates

The Certificates will be dated August 1, 2002, will mature on the dates and in the principal amounts and will bear interest at
the rates set forth on the cover page of this Official Statement. The Cerlificates will be registered and will be in
denominations of $5,000 or any integral multiple thereof. The Certificates will bear interest from August 1, 2002, or from the
most recent date to which interest has been paid or duly provided for, and will be paid semiannually on February 1 and
August 1 of each year, commencing February 1, 2003. Principal and interest on the Cerlificates are payable in the manner
described herein under “BOOK-ENTRY-ONLY SYSTEM". In the event the Book-Entry-Only System is discontinued, the
tnterest on the Certificates payable on an interest payment date will be payable to the registered owner as shown on the
security register maintained by The Bank of New York Trust Company of Florida, N.A., Jacksonville, Florida, as the initial
Paying Agent/Registrar, as of the fifteenth (15th) day of the month next preceding such interest payment date, by check,
mailed first-class, posiage prepaid, to the address of such person on the security register or by such other method
acceptable to the Paying Agent/Registrar requested by and at the risk and expense of the registered owner. In the event the
Book-Entry-Only System is discontinued, principal of the Ceriificates will be payable at stated maturity or prior redemption
upon presentation and surrender thereof at the corporate trust office of the Paying Agent/Registrar.

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

Authority for Issuance

The $1,500,000 City of Helotes, Texas Combination Tax and Limited Pledge Revenue Cerlificates of Obligation, Series
2002 {the "Certificates”) are being issued pursuant to the Cerlificate of Obligation Act of 1971, as amended, Texas Local
Government Code, Section 271.041 through 271.063, as amended, Section 363.135, as amended, Texas Health and
Safety Code, and an ordinance (the "Ordinance”} adopted by the City Council.

Security for the Certificates

The Cerlificates will constitute direct and general obligations of the Issuer payable from ad valorem taxes levied against all
taxable property therein, within the limits prescribed by law, and further secured by a lien on and pledge of the Pledged
Revenues (derived from Issuer's municipal solid waste systems (the “System”) not to exceed $1,000 during the entire period
the Certificates or interest thereon remain outstanding). In the Ordinance, the Issuer has reserved the right to issue Prior
Lien Obligations, Junior Lien Obligations, Subordinate Lien Obligations, and Additional Limited Pledge QObligations without
limitation as to principal amount but subject to any terms, conditions, or restrictions as may be applicable thereto under law
or otherwise. (See "TAX RATE LIMITATIONS" herein.)

im



Redemption Provision of the Certificates

The Issuer reserves the right, at its sole option, io redeem Cerlificates stated to mature February 1, 2013 in whole or from
time to time in part, in principal amounts of $5,000 or any integral multiple thereof (and, if within a stated maturity, selected
at random and by lot by the Paying Agent/Registrar) on February 1, 2012, or any date thereafter, at the par value thereof
plus accrued interest from the most recent interest payment date to the date fixed for redemption. If less than all of the
Cerlificates within a stated maturity are to be redeemed, the particular Certificates to be redeemed shall be selected by lot
or by other customary random method by the Paying Agent/Registrar,

At least 30 days prior to the date fixed for any redemption of any Certificates or portions thereof prior to stated maturity, the
issuer shall cause notice of such redemption to be sent by United States mail, first-class postage prepaid, to the registered
owner of each Certificate or a portion thereof to be redeemed at its address as it appeared on the registration books of the
Paying Agent/Registrar on the day such notice of redemption is mailed. By the date fixed for any such redemption, due
provision shall be made with the Paying Agent/Registrar for the payment of the required redemption price for the Certificates
or porfions thereof which are to be so redeemed. If such notice of redemption is given and if due provision for such
payment is made, all as provided above, the Certificates or portions thereof which are to be so redeemed thereby
automatically shall be treated as redeemed prior to their scheduled maturities, and they shall not bear interest after the date
fixed for redemption, and they shall not be regarded as being outstanding except for the right of the registered owner to
receive the redemption price from the Paying Agent/Registrar out of the funds provided for such payment.

Cedificates of a denomination larger than $5,000 may be redeemed in part ($5,000 or any integral multiple thereof). Any
Certificate to be partially redeemed must be surrendered in exchange for ane or more new Certificates of the same stated
maturity and interest rate for the unredeemed portion of the principal.

The Paying Agent/Registrar and the Issuer, so long as a Book-Entry-Only System is used for the Certificates, will
send any notice of redemption, notice of proposed amendment to the Ordinance or other notices with respect to
the Certificates only to DTC. Any failure by DTC to advise any DTC participant, or of any DTC participant or indirect
participant to notify the beneficial owner, will not affect the validity of the redemption of the Certificates called for
redetption or any other action premised on any such notice. Redemption of portions of the Certificates by the
Issuer will reduce the outstanding principal amount of such Certificates held by DTC. In such event, DTC may
implement, through its Book-Entry-Only System, a redemption of such Certificates held for the account of DTC
participants in accordance with its rules or other agreements with DTC participants and then DTC participants and
indirect participants may implement a redemption of such Certificates from the beneficial owners. Any such
selection of Certificates to be redeemed will not be governed by the Ordinance and will not be conducted by the
Issuer or the Paying Agent/Registrar. Neither the Issuer nor the Paying Agent/Registrar will have any responsibility
to DTC participants, indirect participants or the persons for whom DTC participants act as nominees, with respect
to the payments on the Certificates or the providing of notice to DTC participants, indirect participants, or
beneficial owners of the selection of portions of the Certificates for redemption. (See "BOOK-ENTRY-ONLY
SYSTEM" herein.)

Use of Certificate Proceeds

Proceeds from the sale of the Certificates will be used for the purpose or purposes of paying contractual obligations of the
City to be incurred for making permanent public improvements and for other public purposes including: (1) constructing
street improvements (including utilities repair, replacement, and relocation) and drainage incidental thereto; (2) constructing
drainage improvements; {3) constructing renovations and improvements 1o the existing City Hall; (4) constructing
renovations and improvements to the existing police department; (5) constructing a new fire station; (6) constructing a new
police facility; (7) the purchase of materials, supplies, equipment, machinery, land, rights-of-way for authorized needs and
purposes relating to the new fire station and for police purposes, and (8) the payment of professional services related to the
construction and financing of the aforementioned projects. (See "THE CERTIFICATES - Use of Cerificate Proceeds"
herein.)

Payment Record
The City has never defaulted on the payment of its general obligation or revenue indebtedness.
Amendments

The Issuer may amend the Ordinance without the consent of or notice fo any registered owners in any manner not
detrimental to the interests of the registered owners, including the curing of any ambiguity, inconsisiency, or formal defect or
omission therein. In addition, the Issuer may, with the written consent of the holders of a majority in aggregate principal
amount of the Certificates then outstanding affected thereby, amend, add to, or rescind any of the provisions of the
Ordinance; except that, without the consent of the registered owners of all of the Certificates affected, no such amendment,
addition, or rescission may (1) extend the time or times of payment of the principal of or any installment of interest on any
Certificate is due and payable, reduce the principal amount thereof, or the rate of interest thereon, or in any other way
modify the terms of payment of the principal of or interest on the Cedlificates, {2) give any preference to any Certificate over



any other Cerificate, or (3) reduce the aggregate principal amount of the Cenificates required for consent to any
amendment, addition, or waiver.

Defeasance

The Ordinance provides that any Certificate will be deemed paid and shall no longer be considered to be outstanding within
the meaning of the Ordinance when payment of principal of and interest on such Certificate to its stated maturity has been
made or provided for. Payment may be provided for by deposit of any combination of (1) money in an amount sufficient to
make such payment and (2) Government Securities {as defined in the Ordinance). Any such deposit must be certified by an
independent public accountant to be of such maturities and interest payment dates and bear such interest as will, without
reinvestment, be sufficient to make the payment to be provided for on the Certificates.

Upon such deposit as described above, such Cerlificates shall no longer be regarded to be outstanding or unpaid.
Provided, however, the City has reserved the aption, to be exercised at the fime of the defeasance of the Certificates, to call
for redemption at an earlier date those Ceriificates which have been defeased to their maturity date, if the City () in the
proceedings providing for the firm banking and financial arrangements, expressly reserves the right to call the Certificates
for redemption, (i} gives notice of the reservation of that right to the owners of the Certificates immediately following the
making of the firm banking and financial arrangements, and (jii} directs that notice of the reservation be included in any
redemption notices that it authorizes.

Default and Remedies

The Ordinance does not establish specific evenis of default with respect to the Cerlificates. Under State law there is no
right to the acceleration of maturity of the Certificales upon the failure of the Issuer to observe any covenant under the
Ordinance. If the Issuer defaulis in the payment of the principal of or interest on any of the Certificates when due or defaults
in the observance or performance of any of the covenants, conditions, or obligations set forth in the Ordinance, any
registered owner is entitled to seek a writ of mandamus from a court of proper jurisdiction requiring the Issuer to make such
payment or cbservance and perform such covenant, obligations, or condition. Such right is in addition to any cther rights
the registered owners of the Certificates may be provided by the laws of the State of Texas. The principal of and interest on
the Certificates will not be accelerated upon default and there is no security interest granted in any property owned in the
City. Although a registered owner of Certificates could presumably obtain a judgment against the Issuer if a default
occurred in the payment of principal of or interest on any such Certificates, such judgment could not be satisfied by
execution against any property of the lssuer. Such registered owner's only practical remedy, if a default occurs, is a2
mandamus or mandatory injunction proceeding to compe! the Issuer to levy, assess and collect an annual ad valorem tax
sufficient to pay principal of and/or interest on the Certificates as it becomes due. The enforcement of any such remedy
may be difficult and time consuming and a registered owner could be required to enforce such remedy on a periodic basis.
The Ordinance does not provide for the appointment of a trustee to represent the interests of the bondhclders upon any
failure of the Issuer to perform in accordance with the terms of the Ordinance, or upon any other condition. Furthermore,
the Issuer is eligible to seek relief from its creditors under Chapter 9 of the U.S. Bankrupicy Code (“Chapter 97). Although
Chapter 8 provides for the recognition of a security interest represenied by a specifically pledged source of revenues, the
pledge of taxes in support of a general obligation of a bankrupt entity is not specifically recognized as a security interest
under Chapter 8. Chapter 9 includes an automatic stay provision that would prohibit, without Bankruptey Court approval,
the prosecution of any other legal action by creditors or bondholders of an entity which has sought protection under Chapter
9. Therefore, should the issuer avail itself of Chapter 9 protection from creditors, the ability to enforce would be subject to
the approval of the Bankruptcy Court {which could require that the action be heard in Bankruptcy Court instead of other
federal or state court); and the Bankruptcy Code provides for broad discretionary powers of a Bankruptcy Court in
administering any proceeding brought before it. The apinion of Bond Counsel will note that all opinions relative to the
enforceability of the Ordinance and the Ceriificates are qualified with respect to the customary rights of debtors relative to
their creditors.

REGISTRATION, TRANSFER AND EXCHANGE
Paying Agent/Registrar

The initial Paying Agent/Registrar is The Bank of New York Trust Company of Florida, N.A., Jacksonville, Florida. In the
Ordinance the Issuer retains the right to replace the Paying Agent/Registrar. If the Paying Agent/Registrar is replaced by
the Issuer, the new Paying Agent/Registrar shalt accept the previous Paying Agent/Registrar's records and act in the same
capacity as the previous Paying Agent/Registrar. Any successor Paying Agent/Registrar, selected at the sole discretion of
the Issuer, shall be a national or state banking association or corporation organized and doing business under the laws of
the United States of America or of any state, authorized under such laws to exercise trust powers, shall be subject to
supervision or examination by federal or state authority, and registered as a transfer agent with the Securities and Exchange
Commission, Upon a change in the Paying Agent/Registrar for the Certificates, the |ssuer agrees to promptly cause written
notice thereof to be sent to each registered owner of the Certificates affected by the change by United States mail, first-
class, postage prepaid.



Record Date

The record date ("Record Date") for interest payable to the registered owner of a Certificate on any interest payment date
means the fifteenth (1 57 day of the month next preceding each interest payment date. In the event of a non-payment of
interest on a scheduled payment date, and for 30 days thereafler, a new record date for such interest payment will be
established by the Paying Agent/Regisirar. (See "Special Record Date for Interest Payment” herein.)

Future Registration

In the event the Cerlificates are not in the Book-Entry-Only System, the Certificates may be transferred, registered, and
assigned on the registration books of the Paying Agent/Registrar only upon presentation and surrender thereof to the
Paying Agent/Registrar, and such registration and transfer shall be without expense or service charge to the registered
owner, except for any tax or other governmental charges required to be paid with respect to such registration and transfer.
A Certificate may be assigned by the execution of an assignment form on the Certificate or by other instrument of transfer
and assignment acceptable to the Paying Agent/Registrar. A new Certificate or Certificates will be delivered by the Paying
Agent/Registrar in lieu of the Certificates being transferred or exchanged at the corporate trust office of the Paying
Agent/Registrar, or sent by United States registered mail to the new registered owner at the registered owner's request, risk
and expense. New Ceriificates issued in an exchange or transfer of Certificates will be delivered to the registered owner or
assignee of the registered owner in not more than three (3) business days after the receipt of the Certificates to be
canceled in the exchange or transfer and the writlen instrument of transfer or request for exchange duly executed by the
registered owner or his duly authorized agent, in form satisfactory to the Paying Agent/Registrar. New Certificates
registered and delivered in an exchange or transfer shall be in denominations of $5,000 for any one stated maturity or any
integral multiple thereof and for a like aggregate principal amount and rate of interest as the Certificate or Certificates
sumendered for exchange or transfer. (See “BOOK-ENTRY-ONLY SYSTEM" herein for a description of the system to be
utilized in regard to ownership and transferability of the Certificates.)

Special Record Date for Interest Payment

In the event of a non-payment of interest on a scheduled payment date, and for 30 days thereafter, a new record date for
such interest payment (a “Special Record Date") will be established by the Paying Agent/Registrar, if and when funds for the
payment of such interest have been received from the Issuer. Notice of the Special Record Date and of the scheduled
payment date of the past due interest (the *Special Payment Date” which shall be 15 days after the Special Record Date)
shall be sent at least five business days prior (o the Special Record Date by United States mail, first class postage prepaid,
to the address of each registered owner of an Certificate appearing on the registration books of the Paying Agent/Registrar
at the close of business on the last day next preceding the date of mailing of such notice.

Limitation on Transfer of Certificates

Neither the Issuer nor the Paying Agent/Registrar shall be required to issue, transfer, or exchange any Certificate called
for redemption, in whole or in part (1) to transfer or exchange any Certificate during a period beginning at the opening of
business fifteen (15) days before the day of the first mailing of a notice of redemption of Certificates hereunder and ending
at the close of business on the day of such mailing or (2} thereafter to transfer or exchange in whole or in part any
Certificate so selected for redemption.

Replacement Certificates

The Issuer has agreed to replace mutilated, destroyed, lost, or stolen Certificates upon surrender of the mutilated
Certificates to the Paying Agent/Registrar, or receipt of satisfactory evidence of such destruction, loss, or theft, and receipt
by the Issuer and Paying Agent/Registrar of security or indemnity as may be required by either of them to hold them
harmless. The Issuer may require paymenl of taxes, govemmental charges, and other expenses in connection with any
such replacement.

BOOK-ENTRY-ONLY SYSTEM

This section describes how ownership of the Cerlificates is to be transferred and how the principal of, premium, if any, and
interest on the Certificates are to be paid to and credited by DTC while the Certificates are registered in its nominee name.
The information in this section conceming DTC and the Book-Eniry-Only System has been provided by DTC for use in
disclosure documents such as this Official Statement. The Issuer believes the source of such information 1o be refiable, but
takes no responsibility for the accuracy or completeness thereof,

The Deposiiory Trust Company (‘DTC"), New York, New York, will act as securities depository for the Certificates. The
Certificates will be issued as fully-registered securities registered in the name of Cede & Co. (DTC's partnership nominee)
or such other name as may be requested by an authorized representative of DTC. One fully-registered certificate will be
issued for the Certificates, in the aggregate principal amount of such issue, and will be deposited with DTC. If, however, the
aggregate principal amount of any issue exceeds $500 million, one certificate will be issued with respect to each $500



million of principal amount, and an additional certificate will be issued with respect 1o any remaining principal amount of
such issue.

DTC, the world's largest depository, is a limited-purpose trust company organized under the New York Banking Law, a
“banking organization” within the meaning of the New York Banking Law, a member of the Federal Reserve System, a
“clearing corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency” registered
pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing
for over 2 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market
instruments from over 85 countries that its participants (*Direct Participants”) deposit with DTC. DTC also facilitates the
post-trade setflement among Direct Participants of sales and other securities transactions in deposited securities, through
electronic computerized book-entry transfers and pledges between Direct Participants’ accounts. This eliminates the need
for physical movement of securities certificates. Direct Participants include both U.S. and non-U.S. securities brokers and
dealers, banks, trust companies, clearing corporations, and certain other organizations. DTC is a wholly-owned subsidiary
of The Depository Trust & Clearing Corporation ("DTCC”). DTCC, in tum, is owned by a number of Direct Participants of
DTC and Members of the National Securities Clearing Corporation, Government Securities Clearing Corporation, MBS
Clearing Corporation, and Emerging Markets Clearing Corporation (NSCC, GSCC, MBSCC, and EMCC, also subsidiaries of
DTCC), as well as the New York Stock Exchange, Inc., the American Stock Exchange, inc., and the National Association of
Securities Dealers, inc. Access to the DTC system is also available to others such as both U.S. and non-U.S. securities
brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a custodial
relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has Standard & Poor's highest
rating: AAA. The DTC Rules applicable to its participants are on file with the Securities and Exchange Commission. More
information about DTC can be found at www.dtcc.com.

Purchases of Certificates under the DTC system must be made by or through Direct Participants, which will receive a credit
for the Certificates on DTC's records. The ownership interest of each actual purchaser of the Certificates {(“Beneficial
Owner”) is in tum to be recorded on the Direct and indirect Parlicipants’ records. Beneficial Owners will not receive written
confirmation from DTC of their purchase. Beneficial Owners are, however, expected to receive writlen confirmations
providing details of the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interest in the Certificates are to be
accomplished by enties made on the books of Direct and Indirect Paricipants acting on behalf of Beneficial Owners.
Beneficial Owners will not receive certificates representing their ownership interests in the Certificates, except in the event
that use of the book-entry system for the Certificates is discontinued.

To facilitate subsequent transfers, all Certificates deposited by Direct Participants with DTC are registered in the name of
DTC's partnership nominee, Cede & Co., or such other name as may be requested by an authorized representative of DTC.
The deposit of Certificates with DTC and their registration in the name of Cede & Co. or such other DTC nominee do not
effect any change in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Cedificates;
DTC's records reflect only the identity of the Direct Participants to whose accounts such Cerlificates are credited, which may
or may not be the Beneficial Owners. The Direct and Indirect Participants will remain responsible for keeping account of
their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Parlicipants to Indirect
Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be govened by arrangements
among them, subject to any statutory or regulatory requirements as may be in effect from time to time, Beneficial Owners of
Certificates may wish to take certain steps to augment the transmission to them of notices of significant events with respect
to the Ceriificates, such as redemptions, tenders, defaults, and proposed amendments to the Certificate documents. For
example, Beneficial Owners of Certificates may wish to ascertain that the nominee holding the Certificates for their benefit
has agreed to obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may wish to provide
their names and addresses to the registrar and request that copies of notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Cerlificates within an issue are being redeemed, DTC's
practice is to determine by lot the amount of the interest of each Direct Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to the Certificates unless
authorized by a Direct Participant in accordance with DTC's Procedures. Under its usual procedures, DTC mails an
Omnibus Proxy to the Issuer as soon as possible after the record date. The Omnibus Proxy assigns Cede & Co.'s
consenting or voting rights to those Direct Participants to whose accounts the Certificates are credited on the record date
{(identified in a listing attached to the Omnibus Proxy).

Redemption proceeds, distributions, and dividend payments on the Cedificates will be made to Cede & Co., or such other
nominee as may be requested by an authorized representative of DTC. DTC's practice is to credit Direct Participants'
accounts upon DTC's receipt of funds and corresponding detail information from the Issuer or the Paying Agent/Reagistrar,
on payable date in accordance with their respective holdings shown on DTC's records. Payments by Participants to
Beneficial Owners will be govemed by standing instructions and customary practices, as is the case with securities held for
the accounts of customers in bearer form or registered in “street name,” and will be the responsibility of such Participant and
not of DTC (nor its nominee), the Paying Agent/Registrar or the 1ssuer, subject 10 any statutory or regulatory requirements
as may be in effect from time to time. Payment of redemption proceeds, distributions, and dividend payments to Cede &



Co. (or such other nominee as may be requested by an authorized representative of DTC) is the responsibility of the Issuer,
disbursement of such payments to Direct Participants will be the responsibility of DTC, and disbursement of such payments
to the Beneficial Owners shall be the responsibility of Direct and Indirect Participants.

A Beneficial Owner shall give notice 1o elect to have its Cedificates purchased or tendered, through its Participant, to the
Paying Agent/Registrar, and shall effect delivery of such Ceriificates by causing the Direct Participant to transfer the
Participant's interest in the Certificates, on DTC's records, to the Paying Agent/Registrar. The requirement for physical
delivery of Cetificates in connection with an optional tender or 2 mandatory purchase will be deemed satisfied when the
ownership rights in the Certificates are transferred by Direct Participants on DTC’s records and followed by a book-entry
credit of tendered Certificates to the Paying Agent/Registrar's DTC account.

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

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

The information in this section concerning DTC and DTC's book-entry system has been obtained from sources that Issuer
believes to be reliable, but the Issuer takes no responsibility for the accuracy thereof.

So long as Cede & Co. is the registered owner of the Certificates, the Issuer will have no obligation or responsibility to the
DTC Participants or Indirect Participants, or the persons for which they act as nominees, with respect to payment to or
providing of notice to such Participants, or the persons for which they act as nominees.

Use of Certain Terms in Other Sections of this Official Statement

in reading this Official Statement it should be understood that while the Certificates are in the Book-Entry-Only System,
references in other sections of this Cfficial Statement to registered owners should be read to include the person for which
the Direct or Indirect Participant acquires an interest in the Cerlificates, but () all rights of ownership must be exercised
through DTC and the Book-Entry-Only System, and (i) except as described above, nofices that are to be given to registered
owners under the Ordinance will be given only to DTC.

BOND INSURANCE

Bond Insurance Policy

Concurrently with the issuance of the Certificates, Financial Security Assurance Inc. ("Financial Security”) will issue its
Municipal Bond Insurance Policy for the Certificates (the "Policy”). The Policy guarantees the scheduled payment of
principal of and interest on the Centificates when due as set forth in the form of the Policy included as Exhibit E to this
Ofiicial Statement.

The Policy is not covered by any insurance security or guaranty fund established under New York, California, Connecticut or
Florida insurance law.

Financial Security Assurance Inc.

Financial Security is a New York domiciled insurance company and a wholly owned subsidiary of Financial Security
Assurance Holdings Ltd. ("Holdings”). Holdings is an indirect subsidiary of Dexia, S.A., a publicly held Belgian corporation.
Dexia, S.A., through its bank subsidiaries, is primarily engaged in the business of public finance in France, Belgium and
other European countries. No shareholder of Holdings or Financial Security is ligble for the obligations of Financial Security.

At March 31, 2002, Financial Securty's total policyholders’ surplus and contingency reserves were approximately
$1,644,743,000 and its total uneamed premium reserve was approximately $841,749,000 in accordance with statutory
accounting principles. At March 31, 2002, Financial Security's total shareholders’ equity was approximately $1,746,106,000
and its total net uneamed premium reserve was approximately $693,860,000 in accordance with generally accepled
accounting principles.

The financial statements included as exhibits to the annual and quarterly reports filed by Holdings with the Securities and
Exchange Commission are hereby incorporated herein by reference. Also incorporated herein by reference are any such
financial statements so filed from the date of this Official Statement until the termination of the offering of the Certificates.
Copies of materials incorporated by reference will be provided upon request to Financial Security Assurance Inc.: 350 Park
Avenue, New York, New York 10022, Attention: Communications Depariment (felephone (212) 826-0100).

The Policy does not protect investors against changes in market value cf the Certificates, which market value may be
impaired as a result of changes in prevailing interest rates, changes in applicable ratings or other causes. Financial
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Security makes no representation regarding the Certificates or the advisability of investing in the Certificates. Financial
Security makes no rapresentation regarding the Official Staternent, nor has it participated in the preparation thereof, except
that Financial Security has provided to the Issuer the information presented under this caption for inclusion in the Official
Statement.

INVESTMENT POLICIES

The Issuer invests its investable funds in invesiments authorized by Texas law in accordance with investment policies
approved by the City Council of the Issuer. Both state law and the Issuer's investment policies are subject to change.

Legal Investment

Under Texas law, the lIssuer is authorized to invest in (1) obligations of the United States or its agencies and
instrumentalities, (2} direct obligations of the State of Texas or its agencies and instrumentalities, (3) collateralized mortgage
obligations directly issued by a federal agency or instrumentality of the United States, the underlying security for which is
guaranteed by an agency or instrumentality of the United States, (4) other obligations, the principal and interest of which are
unconditionally guaranteed or insured by, or backed by the full faith and credit of, the State of Texas or the United States or
their respective agencies and instrumentalities, (5) obligations of siates, agencies, counties, cities, and other political
subdivisions of any stale rated as to investment quality by a nationally recognized investment rating firm not less than A or
its equivalent, (6) cerlificates of deposit issued by a state or national bank, savings bank, or a state or federal credit union,
which is domiciled in the State of Texas, that are guaranteed or insured by the Federal deposit Insurance Corporation,
guaranteed or insured by the Federal Deposit Insurance Corporation or the National Credit Union Share Insurance Fund, or
are secured as to principal by obligations described in the clauses (1) through (5) or in any other manner and amount
provided by law for Issuer depasits, {7) fully collateralized repurchase agreements that have a defined termination date, are
fully secured by obligations described in clause (1}, requires the securities being purchased by the Issuer to be pledged to
the Issuer, held in the Issuer's name, and deposited at the time the investment is made with the Issuer or with a third party
selected and approved by the Issuer, and are placed through a primary government securities dealer or a finalcial institution
doing business in the State of Texas, (8) bankers' acceptances with the remaining term of 270 days or less, which will be
liquidated in full at maturity, is eligible for collateral for barrowing from a federal Reserve Bank, if the shorf-term obligations
of the accepting bank or its parent are rated at least A-1 or P-1, or the equivalent by at least one nationally recognized credit
rating agency, (9) commercial paper with a stated maturity of 270 days or less and is rated at least A-1 or P-1or the
equivalent by either (a) two nationally recognized credit rating agencies or {b) one nationally recognized credit rating agency
if the paper is fully secured by an irrevocable letter of credit issued by a U.S. or state bank, (10) no-load money market
mutual funds registered with and regulated by the Securities and Exchange Commission that have a dollar weighted
average portfolio maturity of 90 days or less and include in their investment objectives the maintenance of a stable net asset
value of $1 for each share, and provide the Issuer with a prospectus and other information required by the Securities and
Exchange Act of 1934 or the Investment Act of 1940, (11) no-load mutual funds registered with the Securities and Exchange
Commission that have an average weighted maturity of less than two years; invests exclusively in obligations described in
the preceeding clauses; are continuously rated as to investment quality by at least one nationally recognized investment
rating firm of not less than AAA or its equivalent; and conforms to fhe requirements for eligible investment pools, (12) public
funds investment pools that have an advisory board which includes participants in the pool and are continuously rated as to
investment quality by at least one nationally recognized investment rating firm of not less than AAA or AAA-m or its
equivalent or no lower than investment grade with a weighted average maturity no greater than 90 days, (13) bonds issued,
assumed, or guaranteed by the State of Israel, and (14) guaranteed investment contracts secured by obligations of the
United States of America or its agencies and instrumentalities, other than prohibited obligations described in the next
succeeding paragraph, with a defined termination date, and pledged to the Issuer and deposited with the Issuer or a third
parly selected and approved by the Issuer.

The Issuer may invest in such cbligations directly or through government investment pools that invest solely in such
obligations provided that the pools are continuously rated no lower than AAA or AAA-m or its equivalent by at least one
nationally recognized rating service or no lower than investment grade by at least one nationally recognized rating service
with a weighted average maturity no greater than ninety (90) days. The Issuer is specifically prohibited from investing in:
(1) obligations whose payment represents the coupon payments on the outstanding principal balance of the underlying
mortgage-backed security collateral and pays no principal; (2) obligations whose payment represents the principal stream of
cash flow from the underlying mortgage-backed security and bears no interest; (3) collateralized mortgage obligations that
have a stated final maturity of greater than 10 years; and (4) collateralized mortgage obligations the interest rate of which is
determined by an index that adjusts opposite to the changes in a2 market index.

Investment Policies

Under Texas law, the Issuer is required to invest its funds under written investment policies that primarily emphasize safety
of principal and liquidity; that address investment diversification, yield, maturity, and the quality and capability of investment
management; and that inciudes a list of authorized investments for Issuer funds, maximum allowable stated maturity of any
individual investment and the maximum average dollar-weighted maturity allowed for pooled fund groups. All Issuer funds
must be invested consistent with a formally adopted "Investment Strategy Statement” that specifically addresses each
funds' investment. Each Investment Strategy Statement will describe its objectives conceming (1) suitability of investment
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type. (2) preservation and safety of principal, (3) liquidity, (4) marketability of each investment, (5) diversification of the
portfolio, and (6) yield.

Under Texas law, Issuer investments must be made "with judgment and care, under prevailing circumstances, that a person
of prudence, discretion, and intelligence would exercise in the management of the person's own affairs, not for speculation,
but for investment, considering the probable safety of capital and the probable income to be derived.” At least quarterly
the investment officers of the Issuer shall submit an investment report detailing: (1) the investment position of the Issuer,
(2) that all investment officers jointly prepared and signed the report, (3) the beginning market value, any additions and
changes to market value and the ending value of each pooled fund group, (4) the book value and market value of each
separately listed asset at the beginning and end of the reporting period, (5) the maturity date of each separately invested
asset, (B) the account or fund or pooled fund group for which each individual investment was acquired, and (7) the
compliance of the investment portfolic as it relates fo: (a} adopted investment strategy statements and (b) state law. No
person may invest Issuer funds without express written authority from the City Council.

Additional Provisions

Under Texas law the Issuer is addilionally required to: (1) annually review its adopted policies and strategies, (2) adopt an
order or resolution stating that it has reviewed its investment policy and investment strategies and records any changes
made to either its investment policy or investment sirategy in the said order or resolution, {3) require any investment
officers with perscnal business relationships or relatives with firms seeking to sell securities to the entity to disclose the
relationship and file a stalement with the Texas Ethics Commission and the City Council; (4) require the qualified
representative of firns offering to engage in an investment transaction with the Issuer to: (a) receive and review the Issuer's
investment policy, (b) acknowledge that reasonable controls and procedures have been implemented to preciude
investment transactions conducted between the Issuer and the business organization that are not authorized by the Issuer's
investment policy (except to the extent that this authorization is dependent on an analysis of the makeup of the Issuer's
entire portfolio or requires an interpretation of subjective investment standards), and (c} deliver a written statement in a
form acceptable to the Issuer and the business organization attesting to these requirements; (5) perform an annual audit of
the management controls on investments and adherence to the Issuer’s investment policy, (6) provide specific investment
training for the Treasurer, Chief Financial Officer, or other investment officers; (7) restrict reverse repurchase agreements to
not more than 90 days and restrict the investment of reverse repurchase agreement funds to no greater than the term of the
reverse repurchase agreement; (8) restrict the investment in mutual funds in the aggregate to no more than 80% of the
Issuer's monthly average fund balance, excluding bond proceeds and reserves and other funds held for debt service and
further restrict the investment in non-money market mutual funds of any portion of bond proceeds, reserves and funds held
for debt service and to no more than 15% of the entity's monthly average fund balance, excluding bond proceeds and
reserves and other funds held for debt service; (9) require local govemment investment pools to confirm to the new
disclosure, rating, net asset value, yield calculation, and advisory board requirements, and (10) at least annually review,
revise, and adopt a list of qualified brokers that are authorized to engage in investment transactions with the Issuer.

Current Investments TABLE 1

Investments at July 10, 2002 totaled $1,271,622 and consisted of money market trust accounts and Texpool.

Amount Percentage
Money Market $ 1,228,174 96.66%
TexPool 42 448 3.34%
$1,271622 100.00%

As of such date, the market value of such investments (as delermined by the Issuer by reference to published quotations,
dealer bids, and comparable information) was approximately 100% of their book vaiue. No funds of the Issuer are invested
in derivative securities, i.e., securities whose rate of retumn is determined by reference to some other instrument, index, or
commodity.

AD VALOREM TAX PROCEDURES

Property Tax Code and County-Wide Appraisal District

The Texas Property Tax Code (the "Tax Code ") provides for county-wide appraisal and equalization of taxable property
values and establishes in each county of the State of Texas an appraisal district and an appraisal review board responsible
for appraising property for all taxable units within the county. The Bexar Appraisal District (the "Appraisal District”) is
responsible for appraising property within the City generally as of January 1 of each year. The appraisal values set by the
Appraisal District are subject to review and change by the Bexar Appraisal Review Board (the “Appraisal Review Board")
which is appointed by the Appraisal District. Such appraisal rolls, as approved by the Appraisal Review Board, are used by
the Issuer in establishing its tax roll and tax rate.
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Property Subject to Taxation by the Issuer

Except for certain exemptions provided by Texas law, all real and certain tangible personal property with a tax situs in the
City are subject to taxation by the Issuer. Principal categories of exempt property {(including certain exemptions which are
subject to local option by the City Council) include property owned by the State of Texas or its political subdivisions if the
property is used for public purposes; property exempt from ad valorem taxation by federal law; certain improvements to real
property and certain tangible personal property located in designated reinvestment zones on which the Issuer has agreed to
abate ad valorem taxes, certain household goods, family supplies and personal effects; farm products owned by the
producers; certain property of a non-profit corporation used in scientific research and educational activities benefiting a
college or university, and designated historical sites. Other principal categories of exempt property include tangible
personal property not held or used for production of income, solar and wind-powered energy devices, most individually
owned automabiles; certain varying amounts of valuation attributable to residential homesteads of persons ages 65 or over
and property of disabled veterans or their surviving spouses or children; and certain classes of intangible property. Owners
of agricultural and open space land, under certain circumstances, may request valuation of such land on the basis of
productive capacity rather than market value.

Valuation of Property for Taxation

Generally, property in the City must be appraised by the Appraisal District at market value as of January 1 of each year.
Once an appraisal role is prepared and finally approved by the Appraisal Review Board, it is used by the lssuer in
establishing its tax rolls and tax rate. Assessments under the Tax Code are to be based on one hundred percent (100%) of
market value, except as described below, and no assessment ratio can be applied.

Article VIl of the Texas Constitution and the Tax Code permits land designated for agricultural use (Section 1-d), open
space or timberland (Section 1-d-1) to be appraised at the lesser of its value based on the land's capacity to produce
agricultural or timber products or its market value. Landowners wishing o avail themselves of the agricultural use
designation must apply for the designation, and the appraiser is required by the Tax Code to act on each claimant's right to
the designation individually. If a claimant receives the agricultural use designation and iater loses it by changing the use of
the property or selling it to an unqualified owner, the Issuer can collect taxes based on the new value, including three (3)
years for agricultural use and five (5) years for agricultural open space land and timberand prior to the loss of the
designation. The same land may not be qualified under both Section 1-d and 1-d-1.

The Tax Code requires the Appraisal District to implement a plan for periodic reappraisal of property to update appraisal
values. The plan must provide for appraisal of all real property in the Appraisal District at least once every three (3) years.
The Issuer, at its expense, has the right to obtain from the Appraisal District a current estimate of appraised values within
the City or an estimate of any new property or improvements within the City. While such current estimate of appraised
values may serve to indicate the rate and exient of growth of taxable values within the City, it cannot be used for
establishing a tax rate within the City until such time as the Appraisal District chooses to formally include such values on its
appraisal role.

Residential Homestead Exemptions

Under Section 1-h, Article VIl of the Texas Conslitution, and State law, the goveming body of a polilical subdivision, at its
option, may grant:

1. An exemption of not less than $3,000 of the market value of the residence homestead of persons 65 years of
age or older and the disabled from all ad valorem taxes thereafter levied by the political subdivision. The
Issuer has not elected to grant this additional exemption.

2. An exemption of up fo 20% of the market value of residence homesteads; minimum exemption $5,000. The
Issuer has not elected to grant this additional exemption.

In the case of residence homestead exemptions granted under Section 1-b, Aricle VIil, ad valorem taxes may continue to
be levied against the value of homesteads exempted where ad valorem taxes have previously been pledged for the
payment of debt if cessation of the levy would impair the obligation of the Contract by which the debt was created. The
Issuer has not granted the additional exernption.

Stale law and Section 2, Article V1Il, mandate an additional property tax exemption for disabled veterans or the surviving
spouse or children of a deceased veteran who died while on active duty in the armed forces; the exemption applies to either
real or personal property with the amount of assessed valuation exempted ranging from $5,000 {o 2 maximum of $12,000.

Freeport Goods Exemption
Freeport goods are goods, wares, merchandise, other tangible personal property and ores, other than oil, natural gas, and
other petroleum products, which have been acquired or brought into the State for assembling, storing, manufacturing,

repair, maintenance, processing or fabricating, or used to repair or maintain aircraft of a certified air camier, and shipped out
of the State within 175 days. As a result of a State constitutional amendment passed by Texas Voters on November 7,
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1989, goods in transit ("freeport goods™) are exempted from taxation effective January 1, 1980. The Issuer took official
action before January 1, 1990 to tax Article VIII, Section 1-j exempt property.

Tax Abatement

The lssuer may designate areas within the City as a reinvestiment zone. Thereafter, the Issuer may enter into tax
abatement agreements with owners of property within the zone. Prior to entering into a tax abatement agreement, each
entity must adopt guidelines and criteria for establishing tax abatement, which each entity with taxing authority over the
property will follow in granting tax abatement to owners of property. The tax abatement agreement may exempt from ad
valorem taxation by each of the applicable taxing jurisdictions, including the Issuer, for a period of up to ten (10) years, all or
any part of any increase in the assessed valuation of property covered by the agreement over its assessed valuation in the
year in which the agreement is executed, on the condition that the property owner make specified improvements or repairs
to the property in conformity with the terms of the tax abatement. The terms of all tax abatement agreements must be
substantially the same.

The Issuer has entered into an abatement agreement with Aercspace Plating and has adopted criteria therefor, which is a
prerequisite to the execution of abatement agreements. The Agreement will abate 10% of real property improvements for 6
years.

Issuer and Taxpayer Remedies

Under certain circumstances, taxpayers and taxing units, including the Issuer, may appeal the orders of the Appraisal
Review Board by filing a timely petition for review in district court within 45 days after notice is received that a final order has
been entered. in such event, the property value in question may be determined by the court, or by a jury, if requested by any
party, or through binding arbitration, if requested by the taxpayer. Additionally, taxing units may bring suit against the
Appraisal District to compel compliance with the Tax Code.

The Tax Code sets forth notice and hearing procedures for certain tax rale increases by the Issuer and provides for taxpayer
referenda that could result in the repeal of cerlain tax increases, The Tax Code also establishes a procedure for notice to
property owners of reappraisals reflecting increased property value, appraisals which are higher than renditions, and
appraisals of property not previously on an appraisat role.

The Financial Institutions Act of 1989

The "Financial Institutions Reform, Recovery and Enforcement Act of 1989" ("FIRREA"), enacted on August 9, 1989,
contains certain provisions which affect the time for protesting property valuations, the fixing of tax liens and the collection of
penalties and interest on delinquent taxes on real property owned by the Federal Deposit Insurance Corporation ("FDIC").

Under FIRREA, real property held by the FDIC is still subject fo ad valorem taxation, but such act states that (i) no real
property of the FDIC shall be subject to foreclosure or sale without the consent of the FDIC and no involuntary lien shall
attach to such property, (i) the FDIC shall not be liable for any penalties or fines, including those arising from the failure to
pay any real property tax when due, (jii} no personal property owned by FDIC is subject to ad valorem taxation, and (iv)
notwithstanding failure of a person to challenge an appraisal in accordance with State law, such value shall be determined
as of the period for which such tax is imposed.

As of the date hereof, the Issuer is not aware of any significant properties in the City which are under the control of the
FDIC, however, real property could come under their contral while acting as the receiver of an insolvent financial institution.
Accordingly, to the extent the FIRREA provisions are valid and applicable to property in the City, and to the extent that the
FDIC attempts to enforce the same, the provisions may affect the time at which the Issuer can collect taxes on property
owned by the FDIC, if any, in the City.

Levy and Collection of Taxes

The Issuer is responsible for the levy and collection of its taxes unless it elects to transfer such functions to another
governmental entity. Before the later of September 30" or the 60™ day after the date the certified appraisal roll is received
by the taxing unit, the rate of taxation is set by the Issuer based upon the valuation of property within the City as of the
preceding January 1. Taxes are due October 1, or when billed, whichever comes later, and become delinguent after
January 31 of the following year. A delinquent tax incurs a penally of six percent (6%) of the amount of the tax for the first
calendar month it is delinquent, plus one percent (1%) for each additional month or portion of a month the tax remains
unpaid prior to July 1 of the year in which it becomes delinquent. If the tax is not paid by July 1 of the year in which it
becomes delinquent, the tax incurs a total penalty of twelve percent (12%) regardiess of the number of months the tax has
been delinquent and incurs an additional penalty of up to fifteen percent {15%j) if imposed by the Issuer. The delinquent tax
also accrues interest at a rate of one percent (1%) for each month or portion of a month it remains unpaid. The Tax Code
also makes provision for the split payment of taxes, discounts for early payrment and the postponement of the delinquency
date of taxes under certain circumstances. The Issuer does not allow split payments and discounts.
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Issuer's Rights in the Event of Tax Delinquencies

Taxes levied by the Issuer are a personal abligation of the owner of the property as of January 1 of the year for which the tax
is imposed. On January 1 of each year, a tax lien attaches to property to secure the payment of all state and local taxes,
penalties, and interest ultimately imposed for the year on the properly. The lien exists in favor of the State of Texas and
each local taxing unit, including the Issuer, having power to tax the praperly. The Issuer's tax lien is on a parity with tax liens
of such other taxing units. A tax lien on real property takes priority over the claim of most creditors and other holders of liens
on the property encumbered by the tax lien, whether or not the debt or lien existed before the attachment of the tax lien;
however, whether a lien of the United States is on a parity with or takes priority over a tax lien of the Issuer is determined by
applicable federal law. Personal property, under certain circumstances, is subject 1o seizure and sale for the payment of
delinquent taxes, penalty, and interest.

At any time after taxes on property become delinquent, the Issuer may file suit to foreclose the lien securing payment of the
tax, to enforce personal liability for the tax, or both. In filing a suit to foreclose a tax lien on real propesty, the Issuer must join
other taxing units that have claims for delinquent taxes against all or part of the same property. Collection of delinquent
faxes may be adversely affected by the amount of taxes owed to other taxing units, by the effects of market conditions on
the foreclosure sale price, by taxpayer redemption rights (a taxpayer may redeem property within two (2) years after the
purchaser's deed issued at the foreclosure sale is filed in the City records) or by bankruptcy proceedings which restrict the
collection of taxpayer debts. Federal bankruptcy law provides that an automatic stay of actions by creditors and other
entities, including governmental units, goes into effect with the filing of any petition in bankruptcy. The automatic stay
prevents governmental units from foreclosing on property and prevenis liens for posi-pefition taxes from attaching to
property and obtaining secured creditor status unless, in either case, an order lifting the stay is obtained from the
bankruptcy court. In many cases, post-petition taxes are paid as an adminisirative expense of the estate in bankruptcy or
by order of the bankruptcy court.

TAX RATE LIMITATIONS

Arlicle X|, Section 4 of the Texas Conslitution, applicable to cities of 5,000 or less: $1.50 per $100 assessed valuation for
all municipal purposes.

No direct funded debt limitation is imposed on the City under curment Texas law. Article XI, Section 4 of the Texas
Constitution is applicable to the City, and limits its maximum ad valorem tax rate to $1.50 per $100 assessed valuation for
all City purposes. The Texas Attomey General has adopted an administrative policy that generally prohibits the issuance of
debt by a municipality, such as the City, if its issuance produces debt service requirements exceeding that which can be
paid from $1.00 of the foregeing $1.50 maximum tax rate calculated at 90% collection. The issuance of the Certificales
does not violate this constitutional provision or the Texas Attomey General's administrative policy.

Before the later of September 30™ or the 60™ day after the date the certified appraisal roll is received by the taxing unit, the
Board adopts a tax rate per $100 taxable value for the current year. The tax rate consists of two components: (1) a rate for
funding of maintenance and operation expenditures, and (2} a rate for debt service.

The Tax Code:

The City must annually calculate and publicize its “effective tax rate” and “rollback tax rate”. The City Councit may not adopt
2 tax rate that exceeds the lower of the roliback rate or 103% of the effective tax rate until it has held 2 public hearing on the
proposed increase following notice to the taxpayers and otherwise complied with the Tax Code. If the adopted tax rate
excaeds the rollback tax rate, the qualified voters of the City, by petition, may require that an election be held to determine
whether or not to reduce the tax rate adopted for the cumrent year to the rollback tax rate.

“Effective tax rate” means the rate that will produce last year's total tax levy (adjusted) from this year's total taxable
values (adjusted). “Adjusted” means lost values are not included in the calculation of last year's taxes and new values are
not included in this year's {axable values,

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

Reference is made to the Tax Code for definitive requirements for the levy and collection of ad valorem taxes and the
calculation of the various defined tax rates.

The Tax Code provides certain cities and counties in the State the option of assessing a maximum one-half percent {1/2%)
sales tax on retail sales of taxable items for the purpose of reducing ils ad valorem taxes, if approved by a majority of the
voters in a local option election. If the additional tax is approved and levied, the ad valorem property tax levy must be
reduced by the amount of the eslimated sales tax revenues to be generated in the current year. Further, the Tax Code
provides certain cities the option of assessing a maximum one-half percent (1/2%) sales tax on retail sales of taxable items
for economic development purposes, if approved by a majority of the voters in 2 local option election. The Issuer has
authorized the additional one-half cent sales tax.
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TAX MATTERS
Tax Exemption

The delivery of the Certificates is subject to the delivery of the opinion of Fulbright & Jaworski L.L.P., San Antonio, Texas,
Bond Counse! to the Issuer ("Bond Counsel”), lo the effect that interest on the Cerificates under existing statutes,
regulations, published rulings, and court decisions (1) will be excludable from the gross income, as defined in Section 61 of
the Intemal Revenue Code of 1986, as amended to the date of initial delivery of the Certificates (the "Code"), of the owners
thereof for federal income tax purposes, pursuant to Section 103 of the Code, and (2) will not be included in computing the
altemative minimum taxable income of the owners thereof who are individuals or, except as hereinafter described,
corporations. The statutes, regulations, rulings, and court decisions on which such opinions will be based are subject to
change.

Interest on all tax-exempt obligations owned by a corporation will be included in such corporation's adjusted current
eamnings for purposes of calculating the alternative minimum taxable income of such corporation, other than an S
corporation, a qualified mutual fund, a financial asset securitization investment trust, a real estate investment trust, or a real
estate mortgage investment conduit. A corporation's alternative minimum taxable income is the basis on which the
alternative minimum tax imposed by Section 55 of the Code will be computed.

In rendering such opinion, Bond Counsel will rely upon representations and certifications of the Issuer made in a cerificate
pertaining to the use, expenditure, and investment of the proceeds of the Certificates and certain other funds of the Issuer.
As described above, Bond Counsel will assume continuing compliance with the provisions of the Ordinance subsequent to
the issuance of the Centificates. The Ordinance contains covenants by the Issuer with respect to, among other matters, the
use of the proceeds of the Ceriificates and the facilities financed or refinanced therewith by persons other than state or local
govemnmental units, the manner in which the proceeds of the Certificates are to be invested, if required, the pericdic
calculation and payment to the United States Treasury of any arbitrage “profits” from the investment of the proceeds of the
Certificates and the reporting of certain information to the United States Treasury. Failure to comply with any of these
covenants would cause interest on the Cerlificates to be includable in the gross income of the owners thereof for federal
income tax purposes from the date of the issuance of the Certificates.

Except as described above, Bond Counsel will express no other opinion with respect to any other federal, state or local tax
consequences under present law, or proposed legislation, resulting from the receipt or accrual of interest on, or the
acquisition or disposition of, the Cerificates. Prospective purchasers of the Cerlificates should be aware that the ownership
of tax-exempt obligations may result in collateral federal tax consequences to, among others, financial institutions (see
discussion under the caption “Qualified Tax-Exempt Obligations™ herein), life insurance companies, property and casuaity
insurance companies, S corporations with subchapter C eamings and profits, certain foreign corporations doing business in
the United States, individual recipients of Social Security or Railroad Retirement benefits, individuals otherwise qualifying for
the eamed income credit, owners of an interest in a financial asset securitization investment trust, and taxpayers who may
be deemed to have incurred or continued indebtedness fo purchase or camy, or who have paid or incurred certain expenses
allocable fo, tax-exempt obligations. Prospective purchasers should consult their own tax advisors as to the applicability of
these consequences to their particular circumstances.

Bond Counsel's opinion is not a guaraniee of a result, but represents its legal judgment based upon its review of existing
statutes, regulations, published rufings and court decisions and the representations and covenants of the Issuer described
above. No ruling has been sought from the Intemal Revenue Service (the “Service™) with respect to the matters addressed
in the opinion of Bond Counsel, and Bond Counsel's opinion is not binding on the Service. The Service has an ongoing
program of auditing the tax-exempt status of the interest on municipa! obligations. If an audit of the Certificates is
commenced, under current procedures the Service is likely {0 treat the Issuer as the “taxpayer”, and the Owners would have
no right to participate in the audit process. In responding to or defending an audit of the tax-exempt status of the interest on
the Certificates, the Issuer may have different or conflicting interests from the Owners. Public awareness of any future audit
of the Certificates could adversely affect the value and liquidity of the Certificates during the pendency of the audit,
regardless of its uitimate outcome.

Tax Accounting Treatment of Discount and Premium on Certain Certificates

The initial public offering price of certain Certificates (the "Discount Certificates") may be less than the amount payable on
such Certificales at maturity. An amount equal to the difference between the initial public offering price of a Discount
Certificate (assuming that at least 10% of the Discount Certificates of that maturity are sold to the public at such price) and
the amount payable at maturity constitutes original issue discount to the initial purchaser of such Discount Certificate. A
portion of such original issue discount allocable to the holding period of such Discount Certificate by the initial purchaser
will, upon the disposition of such Discount Certificate (including by reason of its payment at maturity), be treated as interest
excludable from gross income, rather than as taxable gain, for federal income tax purposes, on the same terms and
conditions as those for other interest on the Cerlificates described above under "Tax Exemption”. Such interest is
considered to be accrued actuarially in accordance with the constant interest method over the life of a Discount Certificate,
taking into account the semiannual compounding of accrued interest, at the yield to matunity on such Discount Certificate
and generally will be allocated to an original purchaser in a different amount from the amount of the payment denominated
as interest actually received by the original purchaser during the tax year.
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Howeuver, such interest may be required to be taken into account in determining the alternative minimum taxable income of
a corporation, for purposes of calculating a corporation's alternative minimum tax imposed by Section 55 of the Code, and
the amount of the branch profits tax applicable to certain foreign corporations doing business in the United States, even
though there will not be a corresponding cash payment. In addition, the accrual of such interest may result in certain other
collateral federal income tax consequences to, among others, financial institutions (see discussion under the caption
“Qualified Tax-Exempt Obligations” herein), life insurance companies, property and casually insurance companies, S
corporations with “subchapter C* eamings and profits, individual recipients of Social Security or Railroad Retirement
benefits, individuals otherwise qualifying for the eamed income credit, owners of an interest in a financial asset
securitization investment trust, and taxpayers who may be deemed to have incurred or continued indebtedness to purchase
or camy, or who have paid or incurred certain expenses allocable to, tax-exempt obligations. Moreover, in the event of the
redemption, sale or other taxable disposition of a Discount Cerfificate by the initial owner prior to maturity, the amount
realized by such owner in excess of the basis of such Discount Certificate in the hands of such owner (adjusted upward by
the portion of the original issue discount allocable to the period for which such Discount Certificate was held) is includable in
gross income,

Owners of Discount Certificates should consult with their own tax advisors with respect to the determination of accrued
original issue discount on Discount Certificates for federal income tax purposes and with respect to the state and local tax
consequences of owning and disposing of Discount Certificates. It is possible that, under applicable provisions goveming
determination of state and local income taxes, accrued interest on Discount Certificates may be deemed to be received in
the year of accrual even though there will not be a commesponding cash payment.

The initial public offering price of certain Certificates (the "Premium Cerlificates") may be greater than the stated redemption
price on such Cerificates at maturity. An amount equal o the difference between the initial public offering price of a
Premium Cerlificate (assuming that at least 10% of the Premium Certificates of that maturity are sold to the public at such
price) and its stated redemption price at maturity constitutes premium to the initial purchaser of such Premium Certificates.
The basis for federal income tax purposes of a Premium Certificate in the hands of such initial purchaser must be reduced
each year by the amortizable bond premium, although no federal income tax deduction is allowed as a result of such
reduction in basis for amortizable bond premium. Such reduction in basis will increase the amount of any gain (or decrease
the amount of any loss) to be recognized for federal income tax purposes upon a sale or other taxable disposition of a
Premium Certificate. The amount of premium which is amorlizable each year by an initial purchaser is determined by using
such purchaser's yield to maturity.

Purchasers of the Premium Certificates should consult with their own tax advisors with respect to the determination of
amortizable bond premium on Premiumn Certificates for federal income tax purposes and with respect o the state and local
tax consequences of owning and disposing of Premium Certificates.

Qualified Tax-Exempt Obligations

Section 265 of the Code provides, in general, that interest expense to acquire or camy tax-exempt obligations is not
deductible from the gross income of the owner of such obligations. In addition, Section 265 of the Code completely
disallows any deduction for interest expense which is incurred by "financial institutions" described in such section and is
allocable, as computed in such section, to tax-exempt interest on obligations acquired after August 7, 1986. Section 265(b)
of the Code provides an exception to this rule for interest expense allocable to tax-exempt obligations (other than private
activity bonds) which are designated by an issuer, such as the Issuer, as "qualified tax-exempt obligations.” An issuer may
designate obligations as "qualified tax-exempt obligations” only if the amounit of the issue of which they are a part, when
added to the amount of all other tax-exempt obligations (other than private activity bonds) issued or reasonably anticipated
to be issued by the issuer during the same calendar year, does not exceed $10,000,000.

The Issuer inlends to designate the Cerlificates as "qualified tax-exempt obligations" and certify iis expectation that the
above-described $10,000,000 ceiling will not be exceeded. Accordingly, it is anticipated that financial institutions which
purchase the Certificates will not be subject to the 100% disallowance of interest expense allocable to interest on the
Cerificates under Section 265(b) of the Code. However, 20% of the interest expense incurred by a financial institution
which is allocable to the interest on the Certificates will not be deductible pursuant to Section 291 of the Code.

CONTINUING DISCLOSURE OF INFORMATION

The offering of the Cerlificates qualifies for the SEC Rule 15¢2-12(d){2) exemption from SEC Rule 15c2-12(b)(5) regarding
the Issuer's continuing disclosure obligations because the Issuer has not issued more than $10,000,000 in aggregate
amount of outstanding bonds and ne person is committed by contract or other arrangement with respect to payment of the
Certificates. Pursuant to the exemption, the Issuer in the Ordinance has made the following agreement for the benefit of the
holders and beneficial owners of the Certificates. The Issuer is required to observe the agreement for so long as it remains
obligated to advance funds to pay the Cerificates. Under the agreement, the Issuer will be obligated to provide certain
updated financial information and operating data annually, and timely notice of specified material events, to certain
information vendors. This information will be available to securities brokers and others who subscribe to receive the
information from the vendors.
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Updated Information and Data

Under Texas law, including, but not limited to, Chapter 103, as amended, Texas Local Government Code, the Issuer must
keep its fiscal records in accordance with generally accepted accounting principles, must have its financial accounts and
records audited by a certified public accountant and must file each audit report within 120 days after the close of the Issuer's
fiscal year. The Issuer’s fiscal records and audit reports are available for public inspection during the regutar business hours,
and the Issuer is required to provide a copy of the Issuer's audit reports to any bondholder or other member of the public
within a reasonable time on request upon payment of charges prescribed by the Texas General Services Commission.

The Issuer will provide certain financial information and operating data, which is customarily prepared by the City and is
publicly available, upon writiten request of any person. The information to be updated includes all quantifative financial
information and operating data with respect to the Issuer of the general type disclosed in Table 1 herein and Tables 1
through 11 in Appendix A and certain information in the annual financial statements in Appendix D. The Issuer will provide
the updated information to any person upan request made to the Issuer in writing; provided that the Issuer reserves the right
at any time to commence making filings of stich information with the Texas State Information Depository (the “SID") (it any,
and if none, to each NRMSIR, as defined below) in lieu of providing such information to persons upon request.

The Issuer may provide updated information in full text or may incorporate by reference certain other publicly available
documents, as permiited by SEC Rule 15c2-12. The updated information will include audited financial statements for the
Issuer, if the Issuer commissions an audit and it is completed by the required time. If audited financial statements are not
provided by that time, the Issuer will provide unaudited financial statements for the applicable fiscal year to each NRMSIR
and any SID, with the financial information and operating data and will file the annual audit report when and if the same
becomes available. Any such financial statements will be prepared in accordance with the accounting principles described
in the Issuer's annual financial statements or such other accounting principles as the Issuer may be required to employ from
time to time pursuant to state law or regulation.

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

Material Event Notices

The Issuer will also provide timely notices of cerlain events to certain information vendors. The Issuer will provide notice of
any of the following events with respect to the Certificates, if such event is material to a decision to purchase or sell
Certificates: (1) principal and interest payment delinquencies; (2} non-payment related defaults; (3) unscheduled draws on
debt service reserves reflecting financial difficuities; (4) unscheduled draws on credit enhancements reflecting financial
difficulties; {5} substitution of credit or liquidity providers, or their failure to perform; (6) adverse tax opinions or events
affecting the tax-exempt status of the Certificates; (7) modifications to rights of holders of the Certificates; (8) Certificate
calls; (9) defeasances; (10) release, substitution, or sale of property securing repayment of the Certificates; and (11) rating
changes. Neither the Certificates nor the Ordinance make any provision for debt service reserves or liquidity enhancement.
In addition, the Issuer will provide timely notice of any failure by the Issuer to provide information, data, or financial
statements in accordance with its agreement described above under "Updated Information and Data". The Issuer will
provide each notice described in this paragraph to any SID and to either each NRMSIR or the Municipal Securities
Rulemaking Board ("MSRB").

Availability of Information from NRMSIRs and SID

The Issuer has agreed to provide the foregoing information only to NRMSIRs and any SID. The information will be available
to holders of Cerlificates only if the holders comply with the procedures and pay the charges established by such
information vendors or obtain the information through securities brokers who do so.

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

Limitations and Amendments

The Issuer has agreed to update information and to provide notices of material events only as described above. The Issuer
has not agreed to provide other information that may be relevant or material to a complete presentation of its financial
results of operations, condition, or prospects or agreed {o update any information that is provided, except as described
above. The Issuer makes no representation or warranty concerning such information or concerning its usefulness to a
decision to invest in or sell Certificates at any future date. The Issuer disclaims any Contractual or tort liability for damages
resulting in whole or in part from any breach of its continuing disclosure agreement or from any statement made pursuant to
its agreement, although holders or beneficial owners of Certificates may seek a writ of mandamus to compel the Issuer to
comply with its agreement.
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The Issuer may amend its continuing disclosure agreement to adapt to changed circumstances that arise from a change in
legal requirements, a change in law, or a change in the identity, nature, status, or type of operations of the Issuer, if the
agreement, as amended, would have permitted an Purchaser to purchase or sell Cerlificates in the offering described
herein in compliance with the Rule, taking into account any amendments or interpretations of the Rule to the date of such
amendment, as well as such changed circumstances, and either the holders of a majority in aggregate principal amount of
the outstanding Certificates consent or any person unafiiliated with the Issuer (such as nationally recognized bond counsel)
determines that the amendment will not materially impair the interests of the beneficial owners of the Cerificates, The
Issuer may also repeal or amend these provisions if the SEC amends or repeals the applicable provisions of the Rule or
any court of final jurisdiction enters judgment that such provisions of the Rule are invalid, and the Issuer also may amend
the provisions of this Article in its discretion in any other manner or circumstance, but in either case only if and to the extent
that the provisions of this sentence would not prevent an Purchaser from lawfully purchasing or selling Certificates in the
primary offering of the Cerlificales giving effect fo (a) such provisions as so amended and (b} any amendmenis or
interpretations of the Rule. If the Issuer amends its agreement, it must include with the next financial information and
operating data provided in accordance with its agreement described above under "Updaled Information and Data" an
explanation, in narrative form, of the reasons for the amendment and of the impact of any change in the type of information
and data provided.

Compliance with Prior Undertakings

The City has not previously made a continuing disclosure agreement in accordance with SEC Rule 15¢2-12.

LEGAL MATTERS
Legal Opinions and No-Litigation Certificate

The Issuer will furnish the Purchasers with a complete transcript of proceedings incident to the authorization and issuance
of the Certificates, including the unqualified approving legal opinion of the Attomey General of the State of Texas to the
effect that the Initial Certificate is a valid and legally binding obligation of the Issuer, and based upon examination of such
transcript of proceedings, the approval of certain legal matters by Bond Counsel, to the effect that the Certificates, issued in
compliance with the provisions of the Ordinance, are valid and legally binding obligations of the Issuer and, subject to the
qualifications set forth herein under "TAX MATTERS", the interest on the Cerlificates is exempt from federal income taxation
under existing statutes, published rulings, regulations, and court decisions. Bond Counsel is engaged by and only
represents the Issuer. In its capacily as Bond Counsel, Fulbright & Jaworski LL.P., San Antonio, Texas has reviewed the
information under the captions "THE CERTIFICATES" (except under the subcaptions “Use of Cerlificate Proceeds”,
*Payment Record”, and “Default and Remedies” as to which no opinion is expressed), "REGISTRATION, TRANSFER AND
EXCHANGE", “TAX MATTERS", “CONTINUING DISCLOSURE OF INFORMATION" (except under the subheading
“Compliance with Prior Undertakings”™ as to which no opinion is expressed), “LEGAL MATTERS—Legal Investments and
Eligibility to Secure Public Funds in Texas®, and “OTHER PERTINENT INFORMATION—Registration and Qualification of
Certificates for Sale" in the Official Statement and such firm is of the opinion that the information relating to the Certificates
and the Ordinance contained under such captions is a fair and accurate summary of the information purported to be shown
and that the information and descriptions contained under such captions relating to the provisions of applicable state and
federal laws are correct as to matters of law. The customary closing papers, including a certificate to the effect that no
litigation of any nature has been filed or is then pending to restrain the issuance and delivery of the Cerlificates or which
would affect the provision made for their payment or security, or in any manner questioning the validity of the Certificates
will also be furnished. The legal fees fo be paid Bond Counsel for services rendered in connection with the issuance of
Ceriificates are contingent on the sale and delivery of the Cerlificates. The legal opinion of Bond Counsel will accompany
the Certificates deposited with DTC or will be printed on the definitive Certificates in the event of the discontinuance of the
Book-Entry-Only System.

The various legal opinions to be delivered concumently with the delivery of the Certificates express the professional
judgment of the attorneys rendering the opinions as to the legal issues explicitly addressed therein. In rendering a legal
opinion, the attorney does not become an insurer or guarantor of the expression of professional judgment, of the transaction
opined upon, or of the future performance of the parties to the transaction. Nor does the rendering of an opinion guarantee
the outcome of any legal dispute that may arise out of the transaction.

Litigation

In the opinion of various officials of the Issuer, there is no litigation or other proceeding pending against or, to their
knowledge, threatened against the Issuer in any court, agency, or administrative body (either state or federal) wherein an
adverse decision would materially adversely affect the financial condition of the Issuer.

Legal Investments and Eligibility to Secure Public Funds in Texas

Section 271.051, as amended, of the Cerlificate of Obligation Act provides that the Certificates are legal and authorized
investments for banks, savings banks, trust companies, savings and loan associations, insurance companies, fiduciaries,
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and trustees, and for the sinking funds of cities, school districts, and other political subdivisions or public agencies of the
State of Texas. Texas law further provides that obligations, such as the Certificates are eligible to secure deposits of the
state, its agencies, and political subdivisions, and are legal security for those deposits to the extent of their market value.
For political subdivisions in Texas which have adopted investment policies and guidelines in accordance with the Public
Funds Investment Act, Chapter 2256, as amended, Texas Government Code) the Certificates may have to be assigned a
rating of “A" or its equivalent as to investment quality by a national rating agency before such obligations are eligible
investments for sinking funds and other public funds. See “Ratings” herein.

The City has made no investigation of other laws, rules, reguiations or investment criteria which might apply to such
institutions or entities or which might limit the suitability of the Certificates for any of the foregoing purposes or limit the
authority of such institutions or entities to purchase or invest in the Certificates for such purposes. The City has made no
review of law sin other states to determine whether the Certificates are legal investments for various institutions in those
states.

FORWARD LOOKING STATEMENTS

The statements contained in this Official Statement, and in any other information provided by the City, that are not purely
historical, are forward-locking statements, including statements regarding the City's expectations, hopes, intentions, or
strategies regarding the future. Readers should not place undue reliance on forward-looking statements. All forward-
looking statements included in this Cfficial Statement are based on information available to the City on the date hereof, and
{he City assumes no obligation to update any such forward-looking statements. It is important to note that the City’s actual
results could differ materially from those in such forward-looking statements.

The forward-looking statemenis herein are necessarily based on various assumptions and estimates and are inherently
subject to various risks and uncertainties, including risks and uncertainties relating to the possible invalidity of the underlying
assumptions and estimates and possible changes or developments in social, economic, business, industry, market, legal,
and regulatory circumstances and conditions and actions taken or omitted to be taken by third parties, including customers,
suppliers, business partiners and competitors, and legisiative, judicial and other governmental authorities and officials.
Assumptions related to the foregoing involve judgments with respect to, among other things, future economic, competitive,
and market conditions and future business decisions, all of which are difficult or impossible to predict accurately and many
of which are beyond the control of the City. Any of such assumptions could be inaccurate and, therefore, there can be no
assurance that the forward-looking statements included in this Official Statement will prove to be accurate.

OTHER PERTINENT INFORMATION
Registration and Qualification of Certificates for Sale

The sale of the Cerlificates has not been registered under the Securities Act of 1933, as amended, in reliance upon
exemptions provided in such Act; the Certificates have not been qualified under the Securities Act of Texas in reliance upon
exemptions contained therein; nor have the Certificates been qualified under the securities acts of any other jurisdiction.
The Issuer assumes no responsibility for qualification of the Certificates under the securities laws of any jurisdiction in which
they may be sold, assigned, pledged, hypothecated or otherwise transferred. This disclaimer of responsibility for
qualification for sale or other disposition of the Cerlificates shall not be construed as an interpretation of any kind with regard
to the availability of any exemption from securities registration or qualification provisions.

Ratings

Standard & Poor's Ratings Services, A Division of the McGraw-Hill Companies, Inc. (“S&P") has rated the Cerificates
“AAA” based upon a municipal bond insurance policy issued by FINANCIAL SECURITY ASSURANCE INC. (see "BOND
INSURANCE"). The rating of the Certificates by S&P reflects only the view of said company at the time the rating is given,
and the Issuer makes no representations as to the appropriateness of the rating. There is no assurance that such a rating
will continue for any given period of time, or that it will not be revised downward or withdrawn enlirely by S&P if, in the
judgment of S&P, circumstances so warrant. Any such downward revision or withdrawal of the rating may have an adverse
effect on the market price of the Cerlificates.

Authenticity of Financial Information

The financial data and other information contained herein have been obtained from the Issuer's records, audited financial
statements and other sources that are believed 1o be reliable. All of the summaries of the statutes, documents and
Ordinance contained in this Official Statement are made subject to all of the provisions of such stalutes, documents and
Ordinance. These summaries do not purport to be complete statements of such provisions and reference is made to such
documents for further information. All information contained in this Official Statement is subject, in all respects, to the
complete body of informalion contained in the original sources thereof and no guaranty, warranty or other representation is
made concerning the accuracy or completeness of the information herein. In particular, no opinion or representation is
rendered as 1o whether any projection will approximate actual results, and all opinions, estimates and assumptions, whether
or not expressly identified as such, should not be considered statements of fact.



Winning Bidder

On August 8, 2002 the Cerlificales were awarded to a Purchaser or group of Purchasers managed by Raymond James &
Associates, Inc. (the "Purchasers”). The initial reoffering yields were provided to the Issuer by the Purchasers. The initial
reoffering yields shown on the cover page will produce compensation to the Purchasers of approximately $21,751.30. The
municipal bond insurance premium of $8,500.00 is to be paid from the Purchasers' compensation,

Financial Advisor

SWS Securities is employed as a Financial Advisor to the Issuer in connection with the issuance of the Certificates. In this
capacity, the Financial Advisor has compiled certain data relating to the Certificates and has drafted this Official Statement.
The Financial Advisor has not independently verified any of the data contained herein or conducted a detailed investigation
of the affairs of the Issuer to determine the accuracy or completeness of this Official Statement. Because of its limited
participation, the Financial Advisor assumes no responsibility for the accuracy or completeness of any of the information
contained herein. The fees for Financial Advisor are contingent upon the issuance, sale and delivery of the Certificates.

The Financial Advisors have reviewed the information in this Official Statement in accordance with their responsibilities to
investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the Financial
Advisors do not guarantee the accuracy or completeness of such information.

Certification of the Official Statement

At the time of payment for and delivery of the Initial Cerlificates, the Purchasers will be furnished a certificate, executed by
proper officials of the Issuer, acting in their official capacity, to the effect that to the best of their knowledge and belief: (a)
the descriptions and statements of or pertaining to the Issuer contained in its Official Statement, and any addenda,
supplement or amendment thereto, for the Cerlificates, on the date of such Official Statement, on the date of sate of said
Certificates and the acceptance of the best bid therefor, and on the date of the delivery, were and are frue and correct in all
material respects; (b) insofar as the Issuer and its affairs, including its financial affairs, are concemed, such Official
Statement did not and does not contain an untrue statement of a material fact or omit to state a material fact required to be
stated therein or necessary to make the statements therein, in the light of the circumstances under which they were made,
not misleading; (c) insofar as the descriptions and statements including financial data, of or pertaining to entities, other
than the Issuer, and their activities contained in such Official Statement are concemed, such statements and data have
been obtained from sources which the Issuer believes to be reliable and the Issuer has no reason to believe that they are
untrue in any material respect; and (d) there has been no material adverse change in the financial condition of the Issuer
since the date of the last financial statements of the Issuer appearing in the Official Statement. The Official Statement will
be approved as to form and content and the use thereof in the offering of the Certificates will be authorized, ratified and
approved by the City Council on the date of sale, and the Purchasers will be fumished, upon request, at the time of payment
for and the delivery of the Cerfificates, a cerlified copy of such approval, duly executed by the proper officials of the Issuer.

Authorization of the Official Statement

The Official Statement will be approved as to form and content and the use thereof in the offering of the Certificates will be
authorized, ratified and approved by the City Council on the date of sale, and the Purchasers will be fumished, upon
request, at the time of payment for and the delivery of the Certificates, a certified copy of such approval, duly executed by
the proper ofiicials of the Issuer.

The Ordinance will also approve the form and content of this Official Statement, and any addenda, supplement or
amendment thereto issued on behalf of the Issuer, and authorize its further use in the reoffering of the Certificates by the
Purchasers.

This Official Statement has been approved by the City Council of the Issuer for distribution in accordance with the provisions
of the Securities and Exchange Commission's rule codified at 17 C.F.R. Section 240.15¢c2-12.

CITY OF HELOTES, TEXAS
fs/ _Steven F. Hodges

Mayor
City of Helotes, Texas

ATTEST:

/s/ _Judy Tokar
City Secretary
City of Helotes, Texas
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APPENDIX A

Financial Information of the City of Helotes, Texas.
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FINANCIAL INFORMATION OF THE ISSUER

ASSESSED VALUATION TABLE 1
2001 Aclual Market Value of Taxable PIOPERY ... s st et s st bbb st rmene s 5250 558 054
Less Exemptions:
Local, Optional Over-65 and/or Disabled Homestead Exemptms ............................. 5 1.415,000
Disabled and Deceased Veterans' Emrmuns S 988,000
Productivity Loss .. SEON iy 604,155
Sofar ... " : 10,807
10% Per Year Cap on Resndemlat i-h:mustﬂlﬂs ....... ; 1,646 733
TOTAL EXEMPTIONS... ek e e A 5 4,674,695
2001 NetTaxableAssessedValuatlunt‘lm%nfﬂmnl} ............................ S254 8A3 359
2002 Preliminary Net Taxable Assessed Valuation {100% of Actual) ........ooririmeiisnienrrasrssrenns 5273 465 857
™ See "AD VALOREM TAXATION" in the Official Statement for a description of the Issuer's taxation procedures.
Source: The Bexar Appraisal District, the Stale Compiroiler’s Office, Property Tax Division and information suppiied by the issuer.
GENERAL OBLIGATION BONDED DEBT
[AS of July 1, 2002}
General Obligation Debt Outstanding:
General Obligation Bonds, Series 19393 § 200,000
The Certificates 1,50
Total $ 1,700,000
General Obligation Interest and Sinking Fund Balance as of September 30, 2001 $ 43,417
2001 Net Taxable Assessed Valuation™ $ 254,883,359
Ratio of Gross Debt to 2001 Net Taxable Assessed Valuation 0.68%
2002 Preliminary Net Taxable Assessed Valuation $ 273,465,897
Ratio of Gross Debt to 2002 Preliminary Net Taxable Assessed Valuation 0.62%
T See “AD VALOREM TAXATION” In the Official Statement for a description of the Issuer's taxation procedures.
Population: 1990 -~ 1,535; 2000 4,285; 2002- 4,700 (estimated)
Per Capita 2001 Net Taxable Assessed Valuation — $54,230.50
Per Capita Gross General Obligation Debt — $361.70
DEBT OBLIGATIONS - CAPITAL LEASE AND NOTES PAYABLE TABLE 2

NONE

Source:  The /ssuer’s Annual Financial Report for Fiscal Year Ending September 30, 2001.



GENERAL OBLIGATION DEBT SERVICE REQUIREMENTS

(As of July 1, 2002)

The Certificates Gross
Fiscal Year  Current Total Principal & General
Ending 8/30 _ Debt Service Principal Interest Interest Obligation Debt
2003 $ 36,820 $ 70,000 $ 58,127 $ 128127 $ 164,947
2004 35,320 70,000 55,677 125,677 160,997
2005 33,795 75,000 53,140 128,140 161,935
2006 37,083 80,000 50,328 130,328 167.411
2007 35,185 85,000 47,234 132,234 167,419
2008 33,250 90,000 43,952 133,952 167,202
2009 36,138 95,000 40,365 135,365 171,503
2010 95,000 36,565 131,565 131,565
2011 100,000 32,665 132,665 132,665
2012 110,000 28,465 138,455 138,465
2013 115,000 23,965 138,965 138,965
2014 120,000 19,265 139,265 139,265
2015 125,000 14,240 139,240 139,240
2016 130,000 B 853 138 8583 138,853
2017 140,000 _ 3045 143,045

mmmmg@ﬁ

TAX ADEQUACY

2001 Net Taxable Assessed Valuation $254,883,359
Estimated Maximum Annual Debt Service Requirements for Fiscal Year Ending 9/30/09 $ 171,503
Indicated Interest and Sinking Fund Tax Rate 0.0695
Indicated Interest and Sinking Fund Tax Levy at 97% Coillections 5 171,830
Note: See ‘Tax Data" herein

INTEREST AND SINKING FUND MANAGEMENT INDEX

Interest and Sinking Fund Balance, Audited Fiscal Year Ended September 30, 2001 $43.417
2001 Interest and Sinking Fund Tax Levy at 97% Collections Produce 49,447
Total Available for Debt Service $92,864
Less: General Obligation Debt Service Requsrements Fiscal Year Ending 9/30/02 33,145
Estimated Surplus at Fiscal Year Ending 9/30/02™" §59.719

m Does not include delinquent tax collections, penallies and interest on delinquent tax collections or investment eamings.
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GENERAL OBLIGATION PRINCIPAL REPAYMENT SCHEDULE

(As of July 1, 2002)

Obligations
Currently Outstanding The Certificates Combined Principal Remaining Percent of
Fiscal Year  Obligations Principal Repayment Repayment Outstanding Principai
Ending 9/30  Repayment Schedule Schedule Schedule End of Year Retired {%)
2003 $ 25,000 § 70,000 $ 95,000 $ 1,605,000
2004 25,000 70,000 95,000 1,510,000
2005 25,000 75,000 100,000 1,410,000
2006 30,000 80,000 110,000 1,300,000
2007 30,000 85,000 115,000 1,185,000 30.28%
2008 30,000 90,000 120,000 1,065,000
2009 35,000 95,000 130,000 935,000
2010 95,000 95,000 840,000
2011 100,000 100,000 740,000
2012 110,000 116,000 630,000 62.94%
2013 115,000 115,000 515,000
2014 120,000 120,000 395,000
2015 125,000 125,000 270,000
2016 130,000 130,000 140,000
2017 140,000 140,000 0 100.00%
$200.000 $1,500,000 £1.700.000
NET TAXABLE ASSESSED VALUATION FOR TAX YEARS 1991 - 2002 TABLE 3
Net Taxable Change From Preceding Year
Year Assessed Valuation Amount (3) Percent
1991-52 $62,310,722 — ==
1992.93 82,427,767 117,045 0.14%
1993-94 86,888,300 4,460,533 541%
1994-95 91,407,042 4,518,742 5.20%
1995-56 95,724,262 4,317,220 4.72%
1996-97 100,443,438 4,719,176 4.93%
1997-98 107,380,082 6,936,644 6.91%
1998-59 144,416,393 37,038,311 34.49%
1998-00 185,540,633 41,124,240 28.48%
2000-01 223,069,266 37,528,633 20.23%
2001-02 255,889,258 32,819,992 14.71%
2002-03 273,465,897 17,576,639 6.87%

(1) Preliminary numbers provided by Bexar Appraisal District.

Source: Texas Municipal Report published by the Municipal Advisory Council of Texas, the Bexar Appraisal District and information supplied by the City.



CLASSIFICATION OF ASSESSED VALUATION TABLE 4

% OF % OF % OF
2001 TOTAL 2000 TOTAL 1999 TOTAL
Real, Residential, Single-Family $216,824,779 B83.54% $194,524 517 B6.56% $164,235,337 87.23%
Real, Residential, Multi-Family 0 0.00% 0 0.00% 112,100 0.06%
Real, Vacant Lots/Tracts 7,011,423 2.70% 5,752,103 2.56% 5,764,906 3.06%
Real, Acreage (Land Only) 2,411,167 0.93% 2,196,568 0.98% 2,598,451 1.38%
Real, Farm and Ranch Improvements 408,300 0.16% 433,240 0.19% 425492 0.23%
Real, Commercial 13,943,600 5.37% 12,170,450 5.42% 9,450,950 5.02%
Real, Industrial 0 0.00% 0 0.00% 0 0.00%
Real & Tangible, Perscenal Utilities 865,680 0.33% 796,370 0.35% 754,340 0.40%
Tangible Personal, Commercial 4,314,840 1.66% 3,634,530 1.62% 3,062,720 1.63%
Tangible Personal, Industrial 279,790 0.11% 384,930 0.17% 308,490 0.16%
Tangible Personal, Mobile Homes 82,500 0.03% 81,000 0.04% 81,500 0.04%
Intangible 12,148,635 4.668% 0 0.00% 2,560 0.00%
Real Property, Inventory 1,267,340 0.49% 4,745,865 2.11% 1,481,020 0.79%
Total Appraised Value $259,558,054 100.00% $224,719,573 100.00% $188,277,866 100.00%
Less:
Local, Optional Over-65 or Disabled Exemptions $1,415,000 $ 1,295,000 $ 1,170,000
Disabled and Deceased Veterans' Exemptions 998,000 860,000 680,000
Productivity Loss 604,155 619,218 603,956
Solar 10,807 7172 61,423
10% Per Year Cap on Residential Homesteads 1646733 910,772 221,854
Net Taxable Assessed Valuation S§254 AR3 359 §221.027 411 $185 540 633

Note: The above figures were taken from the State Property Tax Board City Report of Properly Vaiue or Report of the Property Tax Division of the State
Comptroller's Office which is compiled during the inftial phase of the tax year. Actual value of taxable property and assessed valuation figures shown
efsewhere in this Official Statement represent final year-end adjusted figures.

Source: State Comptrolier's Office, Property Tax Division.

PRINCIPAL TAXPAYERS TABLE 5§
2001 Net Taxable % of Total 2001
Name Type of Property Assessed Valuation Assessed Valuation
Shugard Texas Limited Storage Center $ 2,033,960 0.80%
Valson Limited Partnership Shopping Center 1,940,900 0.76%
Texas American Bank Bank 800,000 0.31%
Logan, Scoft A Medical Offices 762,400 0.30%
Aplin, Inc, Post Office 700,800 0.27%
Ramirez, Anthony & lrene Residential 680,900 0.27%
Nakissa, Nasser & Teresa Residential 607,700 0.24%
Southwestern Bell Utility 551,610 0.22%
Jolty, Jerrold P, & Elsa . Residential 522,600 0.21%
Yancy, TJ Vacant 521,400 0.20%
Total £9.122 270 3.58%

Source: State Comptrafier's Office, Property Tax Divisian,

TAX RATE DISTRIBUTION TABLE 6
_ 2001 2000 1999 1898 _ 1997
General Fund $0.3305 $0.3345 $0.3338 $0.3277 $0.3219
& S Fund _0.0200 _0.0160 _0.0194 _0.0255 _0.0313
Total Tax Rate §0.3505 $0.3505 §0.3532 §0.3532 03532

Source: Texas Municipal Report published by the Municipal Advisory Council of Texas, and the State Comptroller's Office, Froperty Tax Division.
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TAX DATA TABLE 7

Taxes are due October 1 and become delinquent after February 1. Cumrent collections are those taxes collected through August 31
applicable to the current year's tax levy. Penalties and Interest: (a) a delinquent tax incurs a penalty of six percent of the amount of the tax
for the first calendar month it is delinquent plus one percent for each additional month or portion of a month the tax remains unpaid prior to
July 1 of the year in which it becomes delinquent. However, a tax delinquent on July 1 incurs a total penalty of twelve percent of the amount
of the delinquent tax without regard to the number of months the tax has been delinquent; (b) a delinquent tax accrues interest at a rate of
one percent for each month or portion of a month the tax remains unpaid; and an additional penalty up to a maximum of 15% of taxes,
penalty and interest may be imposed to defray costs of collection for taxes delinquent after July 1. All percentage of collections set farth
below exclude penalties and interest,

Tax Net Taxable Tax Tax % Collections Year
Year Assessed Valuation Rate Levy Current Total Ended
1994 $ 91,407,042 $ 03398 $ 310,601 N/A N/A 9/30/95
1995 95,724,262 0.3540 338,864 N/A 100.45 9/30/96
1996 100,443,438 0.3541 355,670 N/A 99.78 9/30/97
1997 107,380,082 0.3532 379,266 97.88 101.36 9/30/98
1998 144,416,393 0.3532 510,079 93.75 95.55 9/30/29
1998 185,540,633 0.3532 650,966 93.86 95.88 9/30/00
2000 223,069,266 0.3505 774,639 95,75 99.79 9/30/01
2001 255,889,258 0.3505 893,145 88.83 92.52 [As of 7/11/02)

Source: Texas Municipal Report published by the Municipal Advisory Council of Texas, the State Comptroller's Office, Property Tax Division, and information
suppiied by the issuer.

MUNICIPAL SALES TAX TABLE 8

The Issuer has adopled the provisions of Chapler 321, as amended, Texas Tax Code. in addition, some issuers are subject fo a property tax relief and/or an
economic and industrial development tax. The Issuer has not authorized the additional one-half cent sales tax. Net collections on calendar year basis are as
follows.

Calendar Total % of Ad Valorem ($) Equivalent of Ad

Year Collected Tax Levy Valorem Tax Rate
1993 $ 100,704 41.08% 0.12%
1994 111,668 35.95% 0.12%
1985 128,768 38.00% 0.13%
1996 138,057 39.10% 0.14%
1987 167,469 44.16% 0.16%
1988 172,528 33.82% 0.12%
1989 161,322 24.78% 0.09%
2000 208,721 26.94% 0.09%
2001 223,926 {As of June 14, 2002)

Source: State Comptrolier's Office of the State of Texas.

NET TAXABLE ASSESSED VALUATION AND TAX RATE OF OVERLAPPING ISSUERS

Governmenta! Subdivision 2001 Net Taxable Assessed Valuation % of Actual 2001 Tax Rate
Alamo Community College District §$ 54,357,874,557 100.00% 0.1046
Bexar County 50,208,852,093 100.00% 0.3208
Northside ISD 14,322,658,868 100.00% 1.7375

Source: The Texas Municipal Reports published by the Municipal Advisory Council of Texas.



AUTHORIZED BUT UNISSUED GENERAL OBLIGATION BONDS OF DIRECT AND OVERLAPPING
GOVERNMENTAL SUBDIVISIONS

1 Issuer Date Authorized Purpose Amount Authorized Issued to Date Unissued |
Alamo CCD None
Bexar County 11/02/93 Detention Facility $79.000,000 $66,999,113 $12,000,887
Northside ISD 09/26/98 Sch. Bldg. 224,000,000 184,000,000 40,000,000
02/24/01 Sch. Bidg. 484,500,000 200,000,000 284,500,000
Total §787.500,000 $450,999.113 $.336,500 RA7

Source: Texas Municipal Reports published by the Municipal Advisory Councif of Texas.

OVERLAPPING DEBT DATA AND INFORMATION

(As of July 1, 2002)

The following table indicates the indebtedness, defined as outstanding bonds payable from ad valorem taxes, of govemmental entities
overlapping the City and the estimated percentages and amounts of such indebtedness aftributable to property within the City. Expenditures
of the various taxing bodies overlapping the temitory of the Issuer are paid out of ad valorem taxes levied by these taxing bodies on
properties overlapping the Issuer. These political taxing bodies are independent of the Issuer and may incur borrowings to finance their
expenditures. The following statements of direct and estimated overlapping ad valorem tax bonds were developed from information
contained in the "Texas Municipal Reports” published by the Municipal Advisory Council of Texas. Except for the amounts relating to the
Issuer, the Issuer has not independently verified the accuracy or completeness of such information, and no person should rely upon such
information as being accurate or complete. Furthermore, certain of the entities listed below may have authorized or issued additional bonds
since the date stated below, and such entities may have programs requiring the authorization and/or issuance of substantial amounts of
additional bonds, the amount of which cannot be determined.

% Amount
Taxing Body Gross Debt Cverlapping Overlapping
Alamo Community College District $ 38,470,565 0.51% $ 196,200
Bexar County 146,217,332 0.51% -0-
Narthside Independent School District 523,489,963 1.72% —_9.004 027
Total Gross Overlapping Debt § 9,200,227
Helotes, City of 1,700,000 100.00% 1,700,000
Totat Direct and Overlapping Debt £10,900,227
Ratio of Direct and Overlapping Debt to 2001 Assessed Valuation 4.28%
Ratio of Direct and Overlapping Debt to 2001 Actual Value 4.20%
Source: Texas Municipal Reports published by the Municipal Advisory Council of Texas
GENERAL FUND COMPARATIVE STATEMENT OF REVENUES AND EXPENDITURES AND ANALYSIS
OF CHANGES IN FUND BALANCES TABLE 9

The following statements set forth in condensed form reflect the historical operations of the Issuer. Such summary has been prepared
for inclusion herein based upon informalion obtained from the Issuer's audited financial stalements and records. Reference is made to

such statements for further and complete information.

Fiscal Year Ended

9/30/2001 5/30/2000 9/30/1999 9/30/1998

Fund Balance - Beginning of Year $ 952,667 $ 721,959 $ 385,357 $ 327,294
Revenues $1,685,455 $1.438,335 $1,369,674 $1,049,929
Expenditures 1,434,236 1,207 628 1,033,072 991,866
Excess (Deficit) of Revenues

Qver Expenditures $ 251,219 $ 230,707 $ 336,602 $ 58,063
Other Financing Sources (Uses):

Operating Transfers In 3 -0- $ -0- $ -0- 3 -0-

Operating Transfers Qut =0- -0- -0- -0-
Tatal Qther Financing Sources (Uses): 3 -0- 3 -0- $ -0- $ -0-
Fund Balance - End of Year § 767679 $.636.063 § 541196 § 449320

According to City Management, FY 2002 Fund Balance is expected (o slightly increase.
Source: The Issuer's Annual Financial Reporis.



EMPLOYEE'S PENSION PLAN TABLE 10

Plan Description:

The Issuer provides pension benefits for all of its full-time employees through a nontraditional, joint contributory, defined contribution
plan in the State-wide Texas Municipal Retirement System (TMRS), one of 745 administered by TMRS, an agent multiple-employer
public employee retirement system.

Benefits depend upon the sum of the employee's contributions to the plan, with interest, and the Issuer-financed monetary credits,
with interest. At the date the plan began, the Issuer granted monetary credits for service rendered before the plan began of a
theoretical amount equal to two times what would have been contributed by the employee, with interest, prior to establishrnent of the
plan. Monetary credits for service since the plan began are a percent (100%, 150%, or 200%) of the employee's accumulated
contributions.  In addition, the Issuer can grant as ofien as annually, another type of monetary credit referred to as an updated
service credit which is a theorefical amount which, when added to the employee's accumulated contributions and the money credits
for service since the plan began, would be the total monetary credits and employee contributions accumulated with interest if the
current employee confribution rate and Issuer matching percent had atways been in existence and if the employee's salary had
always been the average of his salary in the last three years that are one year before the effective dale. At retirement, the benefit is
calculated as if the sum of the employee’s accumulated contributions with interest and the employer-financed monetary credits with
interest were used to purchase an annuity.

The plan provisions are adopted by the governing body of the City, within the options available in the state statules goveming TMRS
and within the aciuarial constraints aiso in the statutes. Plan provisions for the City were as follows;

Deposit Rates 5%
Matching Ratio (City to Employee) 1-4
A member is vested after 10 Years

Members can retire at certain ages, based on the years of service with the City. The service retirement eligibility for the City is 10
yearfage 60, 25 years/any age.

Contributions

Under the state law governing TMRS, the actuary annually determines the City contribution rate. This rate consists of the normal
cost contribution rate and the prior service contribution rate, both of which are calculated to be a level percent of payroll from year o
year. The normal cost contribution rate finances the currently accruing monetary credits due to the City matching percent, which are
the obligation of the City as of an employee's retirement date, not at the time the employee’s contributions are made. The nommal
cost contribution rate is the actuarially determined percent of payroll necessary to satisfy the obligation of the City to each employee
at the time his/her retirerment becomes effective. The prior service contribution rate amortizes the unfounded (overfunded) actuariat
liability (asset) over the remainder of the plan's 25-year amortization period. The unit credit actuarial cost method is used for
determining the City contribution rate. Both the employees and the City make contributions monthly. Since the City needs to know
its contribution rate in advance for budgetary purposes, there is a one-year delay between the actuarial valuation that is the basis for
the rate and the calendar year when the rate goes into effect

Schedule of Actuarial Liabilities and Funding Progress

Actuarial Valuation Dale 12/31/00 12131/99 12/31/98
Actuarial Value of Assets $ 229,717 $ 207,340 $ 276,043
Actuarial Accrued Liability 224763 232,117 299,959
Percentage Funded 102.2% 89.3% 92.0%
Unfunded (Overfunded) Actuanial
Accrued Liability (UAAL) $ (4,954) $ 24777 § 23918
Annual Covered Payroll 448 978 408,816 334,243
UAAL as a Percentage of Coverad Payroll -1.1% 6.1% 7.2%
Net Pension Obligation (NPO) at the
Beginning of Period $ - $ - $ -
Annual Pension Cost:
Annual Required Contribution (ARC) $ 24,497 $ 23,246 $ 15084
Interest on NPO - - -
Adjustment to the ARC - - — =
Contributions Made $ 24,497 $ 23,246 $ 15,084
Increase in NPO = - -
NPO at the End of Period | — I -

Source.  The Issuer's Annual Financial Repart for Fiscal Year Ending September 30, 2601,



REVENUE GENERATED BY MUNICIPAL SOLID WASTE SYSTEM TABLE 11

[As of August2, 2001}

Fiscal Year Ended
9/30/2002 9/30/2001 9/30/2000 9/30/1999 9/30/1998
Revenue £ 1381 $.18219 $ 11496  § 10532 £ 6911

Pursuant to the provisions of a franchise ordinance adopted by the City Council on March 29, 2000 as permitted by
the provisions of Chapter 363, as amended, Texas Health and Safety Code, the City has entered into a contract with
Texas Waste Systems Inc. (“Contractor”) for the collection and disposal of the City's solid waste, pursuant to which
the City receives a percentage of the revenues generated by the Contractor. The contract is for an initial term through

April 30, 2003, subject to three-year extension.
T Revenue through June 26, 2002,
Source: The Issuer.
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GENERAL INFORMATION REGARDING THE CITY OF HELOTES
AND BEXAR COUNTY

The City of Helotes

Helotes is on State Highway 16 some twenty miles northwest of downtown San Antonio in northwestern Bexar County,
approximately two miles outside of Loop 1604. It was first settied around 1856 by Mexicans whe intermarried with the Apache
Indians camped in the vicinity. A man named Chaca was supposed to have been the first person to build a house and cultivate
a cornfield at the site and may have been responsible for the name, which in Spanish means “green roasting ear of corn.” A
post office opened at Helotes in 1873, and by 1885 the community had a hotel, & school, a general store, 2 blacksmith, and a
population of fifty. By 1914 its population had climbed to 700. Between 1930 and 1945 the number of residents fell to 100, but
after the 1960's the town grew steadily. In 1982 it population was 475, During the 1980's, some San Antonio residents moved
to the area. The town incorporated in the 1980's and in 1990 had 1,535 inhabitants and forty-eight businesses. The City's 2000
population was 4,285, an increase of 179.15% since 1990,

Source: “The Handbook of Texas Online”: and the Texas Municipal Report published by the Municipal Advisory Council of Texas.
Bexar County

Physical Fealures: On edge of Balcones Escarpment, Coastal Plain; heavy black to
thin limestone soils; spring-fed streams; underground water; mesquite, other brush.

Population 1,260,287 - (Change fm '90) 6.3% SAN ANTONIO
Land Area (sq. ml.) 1,246.9 Altitude (ft.) 486-1,892 *
Rainfall (in.) 29.1 Jan. mean min 39
July mean max 95 Growing season {days) 265
Av. Weekly Wage $435.32 Prop. Value $33,864,741,782

Retail Sales $11,865,260,086

Economy. Government center with large federal payroll, five military bases, tourism second-largest industry developing high-tech
industrial park, research center; education center with 14 colleges,

History: Created 1836 from Spanish municipality named for Duke de Bexar, 2 colonial capital of Texas.

Recreation: Historic sites include the Alamo, cther missions; River Walk; Seaworld; El Mercado (market), La Villita; Tower of the
Americas; Brackenndge Park; zoo, symphony orchestra; HemisFair Plaza; Fiesta San Antenio, Institute of Texan Cultures; parks,
museums; hunting, fishing.

Minerals: Cement, stone, oil, gas, sand and gravel, lime, clays.

Agriculture: Beef, dairy cattle, other livestock, wheat, peanuts, sorghums, vegetables, hay, corn, commercial nursery stock; some
imigation.

Education: Fourteen colleges including QOur Lady of the Lake, St. Mary's University, Trinity University and the University of Texas
at San Antonio.

SAN ANTONIO county seat, Texas' third largest city, varied manufacturing with emphasis on high-tech industries; other products
include construction equipment, concrete and dairy products; industrial warehousing.

Other towns include; China Grove (1,099); Converse (9,569); Elmendorf (668); Kirby (8,987), Leon Valley (8,981); Live Oak
{10,524), St. Hedwig (1,649); Schertz (approximately 15,000}, Selma (629); Somerset {1,309); Universal City (14,270).

Copyright 1997, The Greater Austin/San Antonio Corridor Council

San Antonio
Population and Location

The 2000 U.S. Census cites the population of the City to be 1,144,646. The United States Census Bureau ranks the City as the
third largest in the State of Texas and the ninth largest in the United States. The City is the county seat of Bexar County which
has a population of 1,372,867 according to the 2000 U. 8. The City is Jocated in south central Texas approximately 75 miles
south of the State Capital in Austin, 140 miles northwest from the Gulf of Mexico, and 150 miles northeast from the Mexican
border cities of Del Rio, Eagle Pass, and Laredo.

B-1



The following table provides, as of April 1 for the years shown, the population of the City of San Antonio, Bexar County, and the
San Antonio Metropolitan Statistical Area {(MSA), which includes Bexar, Comal, and Guadalupe Counties:

City of Bexar San Antonio

Year San Antonio County

TB20 i i R i i e e 161,399 202,096 238,629
1930. ..... 231,542 292,533 333,442
1940 ... 253,854 338,176 376,093
1950 ... 408,442 500,460 542,209
1960 ....... 587,718 687,151 736,066
1970 654,153 830,460 888,179
1980 ....... 786,023 988,871 1,088,881
1980 535,933 1,185,394 1,324,749
20002t i v e s 1,144,646 1,372,867 1,564,949

Source: U.S. Census of Population, 1920-2000.
San Antonio Metropolitan Statistical Area (MSA)

The population of the San Antonio MSA, which includes Bexar, Comal, Guadalupe and Wilson Counties, is predicted to increase
to nearly 1.75 million by 2005, a growth of some 149,700 over the next five years. This amount reflects a 1.81% annual growth
rate. The number of wage and salary workers is expected to rise by approximately 87,700 between 2000 to 2005, representing
a 2.12% annual growth rate.

Retail salesa will probably see 6,.42% yearly growth and top $28.03 billion over the forecast horizon. From 2000 to 2005, real
personal income (by place or residence) is expected to expand by about $8.6 billion. The growth represents a 4.08% per annum
rate.

From 1985 to 2000, the three leading industrial sectors in the San Antonio MSA, as measured by the number of jobs added,
were services, wholesale and retail trade, and construction. The industries which are expected to employ the most new workers
during the 2000 to 2005 period are services, trade, and government.

These industries, number of workers, and the percentage of the San Antonio MSA's projected real gross product (RGP) in 2005
are listed below:

Sector No. Workers % Total Jobs Total RGP % of RGP
Services 281,388 31.95% $10,782.308 min 18.74%
Trade 199,536 22.66% $10,266.767 min 17.84%
Government 189,942 21.57% $ 9,866.396 min 17.14%

{The remainder of this page intentionally left blank]
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FINAL

IN REGARD to the authorization and issuance of the “City of Helotes, Texas Combination
Tax and Limited Pledge Revenue Certificates of Obligation, Series 2002” (the Certificates), dated
August 1, 2002 in the aggregate principal amount of $1,500,000, we have reviewed the legality and
validity of the issnance thereof by the City of Helotes, Texas (the City). The Certificates are issuable
in fully registered form only, in denominations of $5,000 or any integral multiple thereof, and have
stated maturities of February 1 in each of the years 2003 through 2017, unless redeemed prior to
stated maturity in accordance with the terms stated on the face of the Certificates. Interest on the
Certificates accrues from the dates, at the rates, in the manner, and is payable on the dates as
provided in the ordinance authorizing the issuance of the Certificates (the Ordinance).

WE HAVE SERVED AS BOND COUNSEL for the City solely to pass upon the legality and
validity of the issuance of the Certificates under the laws of the State of Texas and with respect to
the exemption of the interest on the Certificates from federal income taxes and for no other purpose.
We have not been requested to investigate or verify, and have not independently investigated or
verified, any records, data, or other material relating to the financial condition or capabilities of the
City or the City’s solid waste management system and have not assumed any responsibility with
respect thereto. We express no opinion and make no comment with respect to the sufficiency of the
security for or the marketability of the Certificates. Our role in connection with the City's Official
Statement prepared for use in connection with the sale of the Certificates has been limited as
described therein.

WE HAVE EXAMINED, and in rendering the opinions herein we rely upon, original or
certified copies of the proceedings of the City Council of the City in connection with the issuance
of the Certificates, including the Ordinance; certificates executed by officers of the City relating to
the expected use of proceeds of the Certificates and certain other funds of the City and to certain
other facts within the knowledge and control of the City; and such other material, including an
examination of the Certificate executed and delivered initially by the City, which we found to be in
due form and properly executed, and such matters of law as we deem relevant to the matters
discussed below. Insuch examination, we have assumed the authenticity of all documents submitted
to us as originals, the conformity to original copies of all documents submitted to us as certified
copies, and the accuracy of the statements contained in such certificates. We express no opinion
concerning any effect on the following opinions which may result from changes in law effected after
the date hereof.

#45202724v1



Legal Opinion of Fulbright & Jaworski L.L.P. in connection with the authorization and
issuance of “City of Helotes, Texas Combination Tax and Limited Pledge Revenue Certificates
of Obligation, Series 2002”

BASED ON OUR EXAMINATION, IT IS OUR OPINION that the Certificates have been
duly authorized and issued in conformity with the laws of the State of Texas now in force and that
the Certificates are valid and legally binding obligations of the City enforceable in accordance with
the terms and conditions described therein, except to the extent that the enforceability thereof may
be affected by bankruptcy, insolvency, reorganization, moratorium, or other similar laws affecting
creditors’ rights or the exercise of judicial discretion in accordance with general principles of equity.
The Certificates are payable from the levy of an ad valorem tax, within the limitations prescribed by
law, upon all taxable property in the City and are additionally payable from and secured by a lien on
and pledge of the Pledged Revenues (as defined in the Ordinance), being a limited amount of the Net
Revenues (as defined in the Ordinance) derived from the operation of the City’s solid waste
management system (the System), such lien on and pledge of the limited amount of Net Revenues
being subordinate and inferior to the lien on and pledge thereof providing for the payment and
security of any Prior Lien Obligations, Junior Lien Obligations, or Subordinate Lien Obligations
hereafter issued by the City. In the QOrdinance, the City retains the right to issue Prior Lien
Obligations, Junior Lien Obligations, Subordinate Lien Obligations, and Additional Limited Pledge
Obligations (each as defined in the Ordinance) without limitation as to principal amount but subject
to any terms, conditions, or restrictions as may be applicable thereto under law or otherwise.

IT IS FURTHER OUR OPINION THAT, assuming continuing compliance after the date
hereof by the City with the provisions of the Ordinance and in reliance upon the representations and
certifications of the City made in a certificate of even date herewith pertaining to the use,
expenditure, and investment of the proceeds of the Certificates, under existing statutes, regulations,
published rulings, and court decisions (1) interest on the Certificates will be excludable from the
gross income, as defined in section 61 of the Intemal Revenue Code of 1986, as amended to the date
hereof (the Code), of the owners thereof for federal income tax purposes, pursuant to section 103 of
the Code, and (2) interest on the Certificates will not be included in computing the alternative
minimum taxable income of the owners thereof who are individuals or, except as hereinafter
described, corporations.

WE CALL YOUR ATTENTION TO THE FACT THAT, with respect to our opinion in
clause (2) above, interest on all tax-exempt obligations, such as the Certificates, owned by a
corporation will be included in such corporation’s adjusted current earnings for purposes of
calculating the alternative minimum taxable income of such corporation, other than an S corporation,
a mutual fund, a financial asset securitization investment trust, a real estate mortgage investment
conduit, or a real estate investment trust. A corporation’s alternative minimurm taxable income is
the basis on which the alternative minimum tax imposed by section 55 of the Code will be computed.

#45202724v]



Legal Opinion of Fulbright & Jaworski L.L.P. in connection with the authorization and
issuance of “City of Helotes, Texas Combination Tax and Limited Pledge Revenue Certificates
of Obligation, Series 2002”

WE EXPRESS NO OPINION with respect to any other federal, state, or local tax
consequences under present law or any proposed legislation resulting from the receipt or accrual of
interest on, or the acquisition or disposition of, the Certificates. Ownership of tax-exempt
obligations such as the Certificates may result in collateral federal tax consequences to, among
others, financial institutions, life insurance companies, property and casualty insurance companies,
certain foreign corporations doing business in the United States, S corporations with subchapter C
eamings and profits, owners of an interest in a financial asset securitization investment trust,
individual recipients of Social Security or Railroad Retirement Benefits, individuals otherwise
qualifying for the earned income credit, and taxpayers who may be deemed to have incurred or
continued indebtedness to purchase or carry, or who have paid or incurred certain expenses allocable
to, tax-exempt obligations.

OUR OPINIONS ARE BASED on existing law, which is subject to change. Such opinions
are further based on our knowledge of facts as of the date hereof. We assume no duty to update or
supplement our opinions to reflect any facts or circumstances that may thereafter come to our
attention or to reflect any changes in any law that may thereafter occur or become effective.
Moreover, our opinions are not a guarantee of result and are not binding on the Internal Revenue
Service; rather, such opinions represent our legal judgment based upon our review of existing law
that we deem relevant to such opinions and in reliance upon the representations and covenants
referenced above.
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APPENDIX D

Excerpts (Table of Contents, Independent Auditor's Report, General Financia! Statements and Notes to the Financial
Statements), from the City of Helotes, Texas Audited Financial Statements for the fiscal year ended September 30,
2001, and are not intended to be a complete statement of the Issuer's financial condition. Reference is made to the
complete Annual Financial Report for further information.
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City of Helotes, Texas
Annual Financial Statements

September 30, 2001
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= CERTIFIED PUBLIC ACCOUNTANTS

9800 LORENE
SAN ANTONIO, TEXAS 78216-4467

GIL W. CRAWFORD, JR. {210) 340-2600
* MYRON IVERSON FAX (210) 340-6732
GREGORY J. LASKOWSKI

DfI'EFHANTE C. MONTZ
1

]

Independent Auditors' Report

The Honorable Mayor and Members
of the City Council
= City of Helotes, Texas

! We have audited the accompanying general-purpose financial statements of the

| City of Helotes, TX as of and for the year ended September 30, 2001, as
Tisted in the table of contents. These general-purpose financial statements

: are the responsibility of the City of Helotes, TX management. Our
responsibility is to express an opinion on these general-purpose financial
statements based on our audit.

L . We conducted our audit 1in accordance with auditing standards generally
i accepted in the United States of America. Those standards require that we

plan and perform the audit to obtain reasonable assurance about whether the
i general-purpose financial statements are free of material misstatement. An
| audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the general-purpose financial statements. An audit also
includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall general-purpose
J financial statement presentation. We believe that our audit provides a
reasonable basis for our opinion.

| In our opinion. the general-purpose financial statements referred to above.

present fairly, in all material respects, the financial position of the City
1 of Helotes, TX, as of September 30, 2001. and the results of its operations
| for the year then ended in conformity with generaily accepted accounting

principles in the United States of America.

' ch—gw’éﬂ"'u.‘-l a,f.c,
] Crawford. Iverson & Co.. P.C.
f November 15, 2001



City of Helotes, TX

Combined Balance Sheet - All Fun

September 30, 2001

Cash .
Texpool Investment
Receivables:

Taxes

General

C.0.P.S. Recejvable
Due From Debt Service
Restricted Assets
General Fixed Assets
Amount Available in Debt

Service Fund
Amount to be

Provided for Retirement

of Long-term Debt

Total Assets

d Types and Account Groups

Governmental Fund Tvpe

Assets

Debt
General Service
$1.087,920 $ 59,024
41,843 --
26.371 --
69,971 --
15,607 --

$1 241,712

Liabilities and Fund Equity

Liabilities
Accounts Payable
Compensated Absences Payable
Deferred Revenue
Due to General Fund
General Obligation Debt

Total Liabilities

Equity

Investment in General

Fixed Assets

Fund Balances

Unreserved

Designated

Reserved for Debt Service
Total Fund Balances

Total Fund Equity

Total Liabilities and
Fund Equity

$ 11,455 s --
26,371 -

e 15,607

37,826 15,607
1,194,481 --
9.405 o

-- 43 417
1,203,886 43.417
1,203,886 43,417

$1,241 712

See Accompanying Notes to Financial Statements.
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Fixed Assets _term Debt - 2001 2000
$ -- % -- $ 1,146,944 $ 928,777
-- -- 41,843 39,747
-- -- 26,371 29,300
-- -- 69,971 56.898
-- -- -- 11,075
-- -- 15,607 15,609
819,096 -- 819,096 766,438
-- 59,024 59,024 57.649
-- 176.562 176,562 193,354
. $ 819,096 $ 235,586 $ 2,355,418 $ 2,098,847
$ -- 3 -- % 11,455 % 41,791
-- 15,586 15,586 11,003
-- -= 26,371 29,300
-- -- 15,607 15,609
-- 220,000 220,000 240,000
-- 235,586 289 019 337,703
819,096 . 819,096 766,438
= -- 1,194,481 951,053
— Sy 9,405 1,613
-- -- 43,417 42 040
- -- 1,247 303 994 706
819.096 -- ___2.066,399 1,761,144
$ 819 096 3 235,586 $ 2.355.418 $_2.098 847

'||:\‘- -J-.

Account Groups

General

Totals

General Long-

“Memorandum Only”




City of Helotes, TX

Combined Statement of Revenues, Expenditures and Changes in Fund Balances -

All Governmental Fund Types
For the Year Ended September 30, 2001

Revenues
Ad Valorem Taxes «
Franchise Taxes
Sales Taxes
Mixed Beverage Tax
Licenses and Permits
Bingo
Municipal Court
Interest
C.0.P.S. Grant
Other Revenue
Total Revenues

Expenditures
Administration
Municipal Court
General Government Buildings
Police Department
Emergency Services
Fire Department
Public Works
Planning and Zoning
Inspections
Debt Service
Animal Control
C.0.P.S. Fast and More
Forestry Grant

Total Expenditures

Excess (Deficit) Revenues
Over Expenditures

Fund Ba1anées at
October 1

Fund Balances at
September 30

Governmental Fund Type Totals
Debt "Memorandum Only"
General Service _ 2001 2000

$§ 743,023 $ 33,661 $ 776.684 $ 661,946
151,518 -- 151,518 127,368
239,347 -- 239,347 202.902
26.672 -- 26,672 11,257
284,062 -- 284,062 257,335
2.589 -~ 2,589 1,054
200,294 -- 200,294 145,990
33,658 2.020 35,678 21,454
oc = -- 35,529
4 292 -- 4,292 11,824
1,685,455 35,681 1,721,136 1,476,659
266,410 -- 266,410 197.691
115,312 -- 115,312 102.661
33,753 -- 33,753 21,074
574,684 -- 574,684 457,793
82,266 -- 82,266 68,677
83,305 -- 83,305 66.588
215,078 -- 215,078 185.?83
38,895 -- 38,895 53.330
-- 34,305 34,305 35,625
3.385 -- 3.385 1,382
2.794 -- 2.794 17.118
18,354 _ -- 18,354 =
1,434,236 __ 34,305 _1.468.541 _1.207.628
251,219 1.376 252,595 269,031
952 667 42,041 994 708 725,675
$1,.203.886 $ 43 417 $1.247.303 $ 994 706
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City of Helotes, TX

Combined Statement of Revenues, Expenditures and Changes
in Fund Balances - Budget and Actual - General Revenue
and Debt Service Funds

For the Year Ended September 30, 2001

General Fund

Variance
Favorable
Budget Actual (Unfavorable)
Revenues
Ad Yalorem Taxes $ 766,047 $ 743,023 $ (23.024)
Franchise Taxes 110,836 151,518 40.682
Sales Taxes 165,858 239,347 73,489
Mixed Beverage Tax 8,593 26.672 18,079
Licenses and Permits ' 226,496 284,062 ' 57 .566
Bingo 1,541 2.589 1,048
Municipal Court 144,394 200,294 55,900
Interest 18,257 33,658 15,401
Giher. Revomn T 253 (12:511)
er Revenue 1 :
Total Revenues 1,480,082 1,685,455 205,373
Expenditures
Administrative 233,510 © 266,410 32.900
Municipal Court 120,953 115,312 (5.641)
General Government Buildings 62,195 33.753 (28.442)
Police Department 513.878 574,684 60,806
Emergency Services 60 82,266 82,206
Fire Department 83,304 83,305 1
Public Works 222,936 215,078 (7.858)
Planning and Zoning 280 -- (280)
Inspections 56,400 38,895 (17.505)
Debt Service 35.460 -- (35,460)
Animal Control 1.843 3.385 1.542
C.0.P.S. Fast and More 34,285 2,794 (31.491)
Forestry Grant _ -- -—18-35 18,354
Total Expenditures 1,365,104 1,434.236 69.132
Excess (Deficit) Revenues '
Over Expenditures 114,978 251,219 136.241
Fund Balance at October 1 952,667 _952. 667 --
Fund Balance at September 30 $1,067.645 $1.203.886 ) §  136.241

B —

See Accompanying Notes to Financial Statements.
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Debt Service Fund

Variance
Favorable
Budget Actual {Unfavorable)

$ 35429 $ 33,661 $ (1,768)

- 2.020 2.020
35 7429 55 BAL 555
35.460 34.305 . (1.155)
5460 30305 (1.155)
(a1) 1.376 1.407
42 041 42 041 ..

$ 42,010 5 43,417 § 1,407



City of Helotes, TX
Notes to Financial Statements
September 30, 2001

Note 1 - Summary of Accounting Policies

The City of Helotes, TX (the “City") was incorporated in 1981, under the
Ergvisions of the State of Texas. The City operates under as a General Law
ity.

The accounting policies of the City conform to generally accepted accounting
principles as applicable to governments. The following is a summary of the
more significant policies:

The Reporting Entity

The City. for financial purposes, includes all of the funds and account
groups relevant to the operations of the City of Helotes. TX. The financial
statements presented herein do not include any dependent agencies.

Basis of Presentation

The accounts of the City are organized on the basis of funds or account
groups, each of which is considered to be a separate accounting entity. The
operations of each fund are accounted for by providing a separate set of
seif-balancing accounts which are comprised of each fund's assets,
liabiTities, fund equity. revenues and expenditures or expenses, as
appropriate. Government resources are allocated to and for individual funds
based upon the purposes for which they are to be spent and the means by which
spending activities are controlled. The various funds are grouped, in the
financial statements in this report. into generic fund types and broad fund
categories as follows:

Governmental Fund Types

General Fund

The General Fund is the general operating fund of the City. It is used to
account for all financial resources except those required to be accounted for

in another fund.
Debt Service Fund

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



City of Helotes, TX
Notes to Financial Statements-({Continued)
September 30, 2001

Note 1 - Summary of Accounting Policies-(Continued)
Measurement Focus and Basis of Accounting

Basis of accounting refers to when revenues and expenditures or expenses are
recognized in the accounts and reported in the financial statements. Basis
of accounting relates to the timing of the measurements made., regardless of
the measurements focus applied.

A1l governmental funds are accounted for using the modified accrual basis of
accounting. Their revenues are recognized when they become measurable and
available as net current assets. Gross receipts and sales taxes are
considered . "measurable” when 1in the hands of intermediary collecting
governments and are recognized as revenue at that time. A1l major revenues
are susceptible to accrual. ' '

Expenditures are generally recognized under the modified accrual basis of
accounting when the related fund liability is incurred. Exceptions to this
general rule include: (1) accumulated unpaid vacation and (2) principal and
interest on general long-term debt which is recognized when due.

Budgets and Budgetary Accounting

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

1. Formal budgetary integration is empioyed as a management control devise
during the year for the General Fund.

2. The City Council approves. by ordinance. the total budget appropriation.

3. The budget amounts shown in the financial statements are the final
authorized amounts as revised during the year.

Restricted Assets

Restricted assets consist of cash restricted for police department use

obtained from the sale of seized property and a donation received from the

gefu?ct Helotes Chamber of Commerce for permanent improvements to City
acilities.

Deposits and Investments

Cash includes amounts in demand deposits as well as short-term investments
with a maturity date of three months or less.

The City's investment policy authorizes investment instruments consistent
with governing law (Government Code 2256} as follows:



City of Helotes, TX
Notes to Financial Statements-{Continued)
September 30, 2001

Note 1 - Summary of Accounting Policies-{Continued)
Peposits and Investments {Continued)
Assets of Funds of the government of the City of Helotes may be invested in:
1. U.S. Treasury securities maturing in less than three (3) years;
2. Short-term obligations of U.S. government agencies;

3. Fully insured or collateralized certificates of deposits at
Tommercial banks and savings and loan agencies:

4. Repurchase agreements collateralized by U.S. Treasury or U.S.
government agency securities:

5. Local government investment pools which are rated in the highest
investment category by at least one nationally recognized rating
service.

Property, Plant and Equipment and Long-term Liabilities

The accounting and reporting treatment applied to property. plant and
equipment and Tong-term liabilities associated with a fund are determined by
its measurement focus. A1l governmental fund types are accounted for on a
spending “"financial flow" measurement focus. This means that only current
liabilities are generally included on their balance sheets. Their reported
fund. balance (net current assets) is considered a measure of “available
spendable resources". Governmental fund operating statements present
increases (revenues and other financing sources) and decreases (expenditures
and other financing uses) in net current assets. Accordingly, they are said
to present a summary of sources and uses of “"available spendable resources”
during a period.

Property, plant and equipment used in governmental fund type operations are
accounted for in the General Fixed Assets Account Group, rather than in
governmental funds. No depreciation has been provided on such property.
plant and equipment.

A1l property, plant and equipment are valued at historical cost or if donated
are recorded at fair market value at the date received.

The City has adopted the accounting policy of not capitalizing
“infrastructure” general fixed assets (roads. bridges, curbs and gutters,
streets and sidewalks, drainage systems, lighting systems and similar assets
that are immovable and of value only to the City).

Long-term liabilities expected to be financed from governmental fund types
are accounted for in the General Long-term Debt Account Group. not in the
governmental funds.

10



City of Helotes, TX
Notes to Financial Statements-{Continued)
September 30, 2001

Note 1 - Summary of Accounting Policies-(Continued)
Property, Plant and Equipment and Long-term Liabilities {Continued)

These two account groups are not "funds". They are concerned only with the
measurement of financial position. They are not involved with measurement of
results of operations.

Because of their spending measurement focus. expenditure recognition for
governmental fund types is limited to exclude amounts represented by non-
current liabilities. Since they do not affect net current assets. such long-
term amounts are not recognized as governmental fund type expenditures or
fund liabilities. They are instead reported as liabilities in the General
Long-term Debt Account Group.

Inventory

Supplies and materials used for operations and repairs are purchased as
needed and accordingly, no stock of supplies is maintained.

Encumbrance Accounting

Encumbrances for goods on purchased services are documented by purchase
orders or contracts. Appropriations lapse at September 30 and encumbrances
outstanding at that time are appropriately provided for in the subseguent
year's budget.

Accumulated Compensated Absences

It is the City's policy to permit employees to accumulate an amount of earned
but unused vacation, which will be paid to employees upon separation from the
City's service. This accumulation of vacation leave cannot exceed 80 hours
for a 40-hour employee or 60 hours for a 30 hour employee. In governmental
funds the cost of vacation and sick leave is recognized when payments are
made to.employees.

Property Taxes - Revenue Recognition
Taxes are levied on October 1 and are due and payable at that time. Property
taxes attach as an enforceable lien on property as of January 1. All unpaid
taxes levied October 1 become delinquent February 1 of the following year.
Pro?er‘ty tax revenues are recognized when they become available. Available

includes those property tax receivables expected to be collected within sixty
days after year end. Delinquent taxes are fully reserved.

11



City of Helotes, TX
Notes to Financial Statements-{Continued)
September 30, 2001

Note 4 - General Fixed Assets Account Group

ghe following is a summary of Changes in the General Fixed Assets Account
roup:

Balance Balance

October 1, September 30,
2000 Additions Deletions 2001
Police Equipment $ 150,454 § 23,619 $ -~ 3 174,073
Office Furniture

and Equipment 46,926 26,823 -- 73,749
Emergency Equipment 385 -- -- 385
Road Equipment 190 -- -~ 190
Public Works 78.686 -- -- 78,686
City Hall Facilities 489 797 2,216 -- 492 013
Totals $ 766,438 $ 52,658 $ -- 3 819,096

Note 5 - Changes in General Long-term Debt Account Group

The following is a summary of the Compensated Absences and General Obligation
Debt 1993 Bonds .of the City for the year ended September 30, 2001:

Balance Balance
October 1, September 30,
2000 Additions Reductions 2001
General Obligation Bonds $ 240,000 $ --$ 20,000 % 220,000
Compensated Absences 11,003 4,583 -- 15,586
$ 251 003 $ 45838 20,000 § 235,586

The General Long-term Debt as of September 30. 2001 follows:

(1) General Obligation Bonds, Series 1993, in the original

sum of $350,000 to provide funds for the construction

-~ of a Municipal Complex. General Obligation bonds are
direct obligation and pledge the full faith and

credit of the City. $ 220,000
(2) Compensated Absences 15,586

Total Compensated Absences and General
Obligation Bonds, Series 1993 $ 235,586
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City of Helotes, TX

Notes to Financial Statements-(Continued)

September 30, 2001

Note 5 - Changes in General Long-term Debt Account Group-(Continued)

The annual requirements to amortize the General Obligation Bonds., Series 1993
as of September 30. 2001 follows:

Summary of Debt Service Requirements to Maturity
General Obligation Bonds

Year Ending

September 30, Principal Interest Total

- 2002 $ 20.000 $ 13,145 $ 33,145
2003 ' 25,000 11,820 36.820
2004 25,000 10,320 35,320
2005 25,000 8.795 33.795
2006 30,000 7.083 37.083
2007 30,000 5.185 35,185
2008 30,000 3.250 33.250 °
2009 35,000 1,137 36,137

$ 220,000 $ 60,735 $ 280,735

Interest rates range from 7.5% to 5.5%.

Note 6 - Contingent Liabilities

The City contracts in the form of inter-local agreements with the Texas
Municiﬁal League (TML) to ?rovide the following types of insurance coverage
through an intergovernmental risk pool:

LiabiTity/Property
Workers' Compensation

These multi-employer accounts provide for a combination of modified self-
insurance and stop loss coverage. Contributions are set annually by TML.
Liability by the City is generally limited to the amounts calculated by the
inter-local agreements.

Note 7 - Budget Presentation

The original City budget is adopted by the City Council prior to the
beginning of the fiscal year and amended, as required. during the year.
Budgets are prepared for the General and Debt Service Funds. and the final
amended budget for each of these funds is used in the accompanying financial
statements.
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City of Helotes, TX
Notes to Financial Statements-{Continued)
September 30, 2001 )

Note 8 - Estimates

The preparation of financial statements requires management to make estimates
and assumptions that affect certain reported amounts and disclosures.
Accordingly, actual results could differ from those estimates.

Note 9 - Pension Plans
Plan Description

The City provides pension benefits for all of its full-time employees through
a nontraditional. joint contributory, hybrid defined benefit plan in the
state-wide Texas Municipal Retirement System (TMRS). one of over 745
adm%nistered by TMRS. an agent multiple-employer public employee retirement
system,

Benefits depend upon the sum of the employee's contributions to the plan,
with interest, and the City-financed monetary credits, with interest. At the
date the plan began, the City granted monetary credits for service rendered
before the plan began of a theoretical amount equal to two times what would
have been contributed by the employee. with interest. prior to establishment
of the plan. Monetary credits for service since the plan began are a
percent (1008, 1508, or 200%) of the employee's accumulated contributions.
In addition, the City can grant. as often as annually, another type of
monetary credit referred to as an updated service credit which is a
theoretical amount which, when added to the employee's accumulated
contributions and the monetary credits for service since the plan began,
would be the total monetary credits and employee contributions accumulated
with interest if the current employee contribution rate and City matching
Ber'cent had always been in existence and if the empioyee's salary had always
een the average of his salary in the last three years that are one year
before the effective date. AL retirement, the benefit is calculated as if
the sum of the employee's accumulated contributions with <interest and the
employer-financed monetary credits with interest were used to purchase an
annuity.

The plan provisions are adopted by the governing body of the City. within the
options available in the state statutes governing TMRS and within the
actuarial constraints also in the statutes. Plan provisions for the City
were as follows:

Deposit Rates 5%
Matching Ratio (City to Employee) 1-1
A member is vested after 10 years

Members can retire at certain ages. based on the years of service with the
City. The service retirement eligibility for the City is 10 years/age 60, 25
years/any age.
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City of Helotes, TX
Notes to Financial Statements-{Continued)
September 30, 2001

Note 9 - Pension Plans (Continued)
Contributions

Under—the—state—taw governing—IMRS. the actuary annually determines the City
contributien—rate-—-This_rate_consists of the normal cost contribution_rate
and the—prior-service_contribution_rate, both-ef-which-are calculated to be a
level percent -of- payroll _from -year--te—year-~ The normal cost contribution
rate finances the currently accruing monetary credits due to the City
matching percent, which are the obligation of the City as of an employee's
retirement date, not at the time the employee's contributions are made. The
normal cost contribution rate is the actuarially determined percent of
payroll necessary to satisfy the obligation of the City to each employee at
the time his/her retirement becomes effective. The prior service
contribution rate amortizes the unfunded (overfunded) actuarial Tliability
(asset) over the remainder of the plan's 25-year amortization period. The
unit credit actuarial cost method 1is wused for determining the City
contribution rate. Both the empioyees and the City make contributions
monthly. Since the City needs to know its contribution rate in advance for
budgetary purposes. there is a one-year delay between the actuarial valuation
that is the basis for the rate and the calendar year when the rate goes into

effect.

Schedule of Actuarial Liabilities and Fund Progress

Actuarial Valuation Date 12-31-00 12-31-99 12-31-98
Actuarial Value of Assets $229.,717 $207.340 $276,043
Actuarial Accrued Liability $224.,763 $232.117 $299.959
Percentage Funded 102.2% 89.3% 92.0%
Unfunded (Over-funded) Actuarial

Accrued Liability (UAAL) $(4,954) $ 24,777 $ 23,916
Annual Covered Payroll $458,978 $408,816 $334,243
UAAL as Percentage of Covered Payroll -1.1% 6.1% 7.2%
Net Pension Obligation (NPO) at the

Beginning of Period $ -- $ -- $ --
Annual Pension Cost:

Annual Required Contribution (ARC) §$ 24,497 $ 23.24 $ 15,084

Interest on NPO $ -- $ -- $ --

Adjustment to the ARC $ -- $ -- $ --
Contributions Made $ 24,497 $ 23.24 $ 15,08
Increase in NPO $ -- $ -- $ --
NPO at the End of Period $ -- $ -- $ --
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City of Helotes, TX
Notes to Financial Statements-{Continued)
September 30, 2001

Note 9 - Pension Plans-(Continued)

Actuarial Valuation Date

Actuarial Value of Assets

Actuarial Accrued Liability

Percentage Funded

Unfunded (Over-funded) Actuarial
Accrued Liability (UAAL)

Annual Covered Payroll

UAAL as Percentage of Covered Payroll

Net Pension Obligation (NPQ) at the
Beginning of Period

Annual Pension Cost:
Annual Required Contribution (ARC)
Interest on NPO
Adjustment to the ARC

Contributions Made

Increase in NPO _

NPO at the End of Period

The City of Helotes is one of 745 munici
Each of the 745
individual actuarial valuation performed.

31. 2000 valuations are contained in the
Financial Report, a copy of which may be obtained by writing to P. 0. Box

administered by TMRS.

149153, Austin, Texas 78714-9153.

Note’10 — Reclassifications

Certain amounts in the prior year financial statements have been reclassified

12-31-97
$228.341
$249,464

91.5%

$ 21.123
$256,689
8.2%

$ --

$ 10,774
$ --
$ --
$ 10,77

$ --
$ --

12-31-96
$187.303
$203.879

91.9%

$ 16.576

$262,150
6.39%

3
$ 8.919
$ -
% -
$ 8.919
% -
$ -

12-31-95
$149.818
$162,465

92.2%

$ 12,647

$230,963
4.82%

6.902

6.902

LB L Y 3

palities having the benefit plan
municipalities have an annual,
All assumptions for the December
2000 TMRS Comprehensive Annual

for comparative purposes to conform with the current year presentation.

Note 11 - New Reporting Standard

In Juie 1999, the Governmental Accounting Standards Board (GASB) issued
“Basic Financial Statements and Management's Discussion and
This Statement establishes new

Statement 34

Analysis for State and Local Governments."
financial reporting requirements for state and local governments throughout
it will require new information and
restructure much of the information that governments have presented in the
Comparability with reports issued in prior years will be affected.
standard for the fiscal year ending
impact that
S.

the United States. When implemented,

past.

The City 1is required to implement this
September 30. 2004.
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APPENDIX F

Specimen Insurance Policy Issued by FINANCIAL SECURITY ASSURANCE INC.
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MUNICIPAL B@|
ASSI.TRANCE@ |NSU RAN PC

ISSUER:

BONDS:

FINANCIAL SECURITY ASSURANCE I C

agent {the "Paying Agent") {as set forth i
the Bonds) for the Bonds, for the bgrfeafit
each Owner, subject only to the
portion of the principal of &

unpaid by reason of Nonpg

II ave receivedq Nofice ¢

er of a B th faca

: e - e : then unpayd y*reason

of Nonpayir [Esqer, § i F ig] Secpuri piTh reasanably satisfaciory
lo jruf () wner's rg i ‘ iphl pr interagi#then Due for
cg, i ahy 8 i as3idn that of the Owner's

fil thereupon vest in

Buslness Day if it is

se it will be deemed received

pial Security is [ncornplete it

ent or Owner, as appropriate, who

- 5 rnent in.respect of a Bond, Financial
any :- rtefarj#€oupon to the Bond or right to receipt of
all b fully subrogated to the rights of the Owner, _

z rt zMond, to the exient of any payment by Financial
toThe Trustae or Paying Agent for the benefit of the

ept o the extknt expressly molifisd by an endorsement hereto, the following terms shall have

i b5 of this Policy. “Business Day" means any day other than (a} a

ich banking institutions in the State of New York or the Insurer's

Fiscal Agg 1 i wited by law or executive order to remain closed. "Due for Payment®
mearts (a eferri principal of a Bond, payable on the slated maturity date thereof or the date
&h which ghe sagne shall vprheen duly calfed for mandatory sinking fund redemption and does not refer
14 any edriipr dite on whizgh payment is due by reason of call for redemption (other than by mandatory
shhkigg f§ edemption), acceleration or other advancement of maturity unless Financial Security shall
elkct, in fts olel discretion, to pay such principal due upon such acceleration together with any accrued
interest §o e ddte of acceleration and (b) when referring to interest on a Bond, payable on the stated date
for paythen] g interest. "Nonpayment" means, in respect of a Bond, the failure of the Issuer to have
providefi sufficient funds to the Trustee or, if there is no Trustee, to the Paying Agent for payment in full of
all prigtipal and interest that is Due for Payment on such Bond. "Nonpayment® shall also include, in
respglt of a Bond, any payment of principal or intarest that is Due for Payment made to an Owner by or on
helilf of the Issuer which has been recovered from such Owner pursuant to the.




United States Bankruptcy Code by a trustee in bankruptey in accordance wnh figal, nonapp bafs
of a court having competent jurisdiction. "Notice" means telephonic or tg

confirmed in a signed writing, or written notice by registered or certified yfail,

or the Paying Agent to Financial Security which notice shall specify (a){the de

claim, (b} the Policy Number, (c) the claimed amount and {d) the gdf sych cli

for Payment. "Owmer" means, in respect of 2 Bond, the persop/6r edtitylwho, |

is entiled under the terms of such Bond to payment the gof fexcept tBat O

issuer or any person or entity whose direct or indirect ofifidtiop conghi

Bonds.

Financial Security may appoint a figtBhage urers Fisgal fg nt") for pu poEes i this
Policy by giving written notice to the Trus)ee arkl thp P y| 9 Agentshe tnce
address of the Insurer's Fiscal Agent. Fro and aftgr t

g o'.
. ¥ = n 3
Security under this Policy m e Hi Hi igl ecy
behalf of Financial Securyd. d al Ageht igfthp agbnt f
Insurer's Fiscal Agent shajl i ighle Yafany erfforfin ;
i eturi S augp s depodited Bufpc

addial Sgcdiril ajrees not tq gsetrt, and

subrogation,
ddrd b avgilible to Financial
i press provisions of

hnchllSeguly, and shall not be modified,
clidihgany modification or amendment

afit hereto, (a) any premium paid in
gp including payment, or provision being
Policy may not be canceled or revoked.
UALTY INSURANCE SECURITY FUND

FINANCIAL SECURITY ASSURANCE INC.

By

Authorizad Officer

A subsjdiary of Financial Security Assurance Holdings Ltd. {212) 826-0100
350 Pgrk Avenue, New York, N.Y. 10022-6022
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