RESOLUTION AUTHORIZING THE ISSUANCE OF AUSTIN INDEPENDENT SCHOOL DISTRICT TAX AND REVENUE ANTICIPATION NOTES, SERIES 2002; AND CONTAINING OTHER MATTERS RELATING THERETO

WHEREAS, Austin Independent School District (the “District”) was organized, created and established pursuant to the constitution and laws of the State of Texas as an independent school district and political subdivision of the State of Texas, and the District operates under the authority of the Texas Education Code, as amended;

WHEREAS, pursuant to (i) Chapter 45, Texas Education Code, (ii) Article 2784e-1, Texas Revised Civil Statutes, as amended, and (iii) an election held on October 17, 1959, the District’s Board of Trustees (the “Board”) is authorized to levy, and cause to be assessed and collected, an annual ad valorem tax for the maintenance of the public free schools within the District;

WHEREAS, Section 45.108, Texas Education Code. as amended (the “Act”), authorizes the District (i) to borrow money for the purpose of paying maintenance expenses, (ii) to issue tax and revenue anticipation notes to evidence loans incurred pursuant to the Act and (iii) to secure the payment of such notes from Available Funds (as hereinafter defined) of the District, including receipts from its ad valorem maintenance tax, provided that at no time shall any note, together with other notes issued pursuant to the Act, exceed 75% of the District’s previous year’s income; 

WHEREAS, the Board has determined that it is in the best interest of the District to adopt this Resolution and issue its tax and revenue anticipation notes in an aggregate principal amount and in the manner herein provided, as permitted by the Act; and  

WHEREAS, the Purchasers (as hereinafter defined), each being a Registered Investment Company as defined in the Investment Company Act of 1940, as amended, and subject to the provisions thereof and to the rules, regulations and directives promulgated by the Securities and Exchange Commission thereunder, have agreed to purchase such notes upon the terms and conditions hereof and of the Note Purchase Agreement (as hereinafter defined); and

WHEREAS, it is hereby affirmatively found and determined that sufficient funds will be available to pay the principal of and interest on said notes when due, all as hereinafter provided; and

WHEREAS, the Board of Trustees of the District has adopted its budget for the current school year beginning September 1, 2002 and ending August 31, 2003; now, therefore

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD OF TRUSTEES OF THE AUSTIN INDEPENDENT SCHOOL DISTRICT:

Section 1. Findings»

.  The Board hereby finds, determines and certifies that:

(a)
the facts and recitations contained in the preamble of this Resolution are true and correct;

(b)
the Maximum Principal Amount of the Notes (as hereinafter defined), together with other notes issued and outstanding pursuant to the Act, does not exceed in aggregate, seventy-five percent (75%) of the District’s previous year’s income;  

(c)
the District has adopted a budget for the current school year; and

(d)
the Notes are being issued pursuant to and in compliance with the Act and pursuant to this Resolution.

Section 2. Definitions»

.  As used in this Resolution, the following terms shall have the meanings set forth below:

“Act” means Section 45.108 of the Texas Education Code, as amended.

“Actual Principal Amount” means, with respect to each Note, the aggregate amount of the Purchases actually made by the Purchasers with respect to such Note under the Note Purchase Agreement.

“Additional Notes” means the notes which the District has reserved the right to issue in Section 18 of this Resolution.

“Authorized Officer” means the President of the Board, the Superintendent of Schools of the District or a Senior Financial Administrator of the District.

“Available Amounts” means any amount that is available to the District for maintenance and operation purposes, without legislative or judicial action and without a legislative, judicial or contractual requirement that those amounts be reimbursed, but excluding, proceeds of the Notes and a reasonable working capital reserve, as defined in Treasury Regulation 1.148.

“Available Funds” means the revenues received by the levy of ad valorem taxes levied for maintenance and operation purposes by the District, local non‑tax income, interest and other income, and state appropriations to the District (excluding debt service taxes and state appropriations pledged to the payment of the District’s bonds and other debts (as defined in Section 26.012(7), Texas Tax Code) and proceeds of the District’s bonds and other debts and earnings thereon).

“Board” means the Board of Trustees of the District, which is the governing body of the District.

“Business Day” means any day which is not a Saturday, Sunday, legal holiday, or day on which lending institutions in the City of Austin, Texas, are required or are authorized by law or executive order to remain closed.

“Computation Date” means (i) with respect to the initial Index Rate Period, the Issuance Date, and (ii) with respect to any subsequent Index Rate Period, three Business Days prior to the first day of such Index Rate Period.

“District” means the Austin Independent School District.

“Event of Default” means an Event of Default as described in Section 19 hereof.

“Financial Advisor” means Public Financial Management, Inc., or any successor financial advisor to the District.

“Index Rate” means the lesser of (i) 90% of the coupon equivalent yield of a 90-day United States Treasury Bill maturing on the first Thursday of the third month following the Index Rate Period for which such Index Rate is being set, as printed in The Wall Street Journal on the Computation Date; provided, however, that if no such coupon equivalent yield is printed in The Wall Street Journal on a Computation Date, the rate printed in a comparable journal or publication of national circulation shall be used, and (ii) the maximum rate of interest allowed by Chapter 1204, Texas Government Code, as amended.

“Index Rate Period” means successive calendar month periods commencing on the Issuance Date; provided, however, that with respect to the initial Index Rate Period, such period may be less than a full calendar month.

“Issuance Date” means the date on which the Notes are delivered to the Purchasers.

“Maximum Cash Flow Deficit” means the maximum cumulative amount determined on a daily basis, by which the cumulative cash expenditures of the District for maintenance and operation expenses exceed the Available Amounts.

“Maximum Principal Amount” means Sixty Million and No/100 Dollars ($60,000,000.00) which is the maximum amount of Purchases that the District is authorized to obtain under the Note Purchase Agreement and the maximum principal amount of Notes authorized by this Resolution.

“Note” means any or all of the Austin Independent School District Tax and Revenue Anticipation Notes, Series 2002, authorized and issued pursuant to this Resolution and any and all notes issued in substitution therefor or replacement thereof.

“Note Account” means the account established pursuant to Section 9 of this Resolution.

“Note Purchase Agreement” means the Note Purchase Agreement of even date herewith between the District and the Purchasers.

“Noteholders” or “Holders” or “Owners” means the Purchasers, as the initial payees of the Notes, and their successors and assigns.

“Purchase” means each of the amounts to be delivered, from time to time, to the District by the Purchasers with respect to the Note pursuant to the Note Purchase Agreement.

“Purchasers” mean collectively as follows:  FIDELITY UNION STREET TRUST II: Fidelity Municipal Money Market Fund;  FIDELITY UNION STREET TRUST II:  Spartan Municipal Money Fund;  COLCHESTER STREET TRUST: Tax-Exempt Portfolio;  and NEWBURY STREET TRUST: Tax-Exempt Fund.  

“Resolution” means this Resolution authorizing the issuance of the Notes.

“Senior Financial Administrator” means the Chief Financial Officer, Director of Financial Services, or Treasurer.  

Section 3. Authorization»

.  The Notes shall be designated as “Austin Independent School District Tax and Revenue Anticipation Notes, Series 2002,” shall be in registered form payable to BALL & CO., as nominee for the Purchasers, and shall be issued as four (4) Notes, one of which shall have a stated principal amount equal to $38,280,000, one of which shall have a stated principal amount equal to $9,000,000, one of which shall have a stated principal amount equal to $8,760,000, and the last of which shall have a stated principal amount equal to $3,960,000, such that the aggregate stated principal amount for all Notes does not exceed the Maximum Principal Amount.  Proceeds of the sale of the Notes shall be used to pay maintenance expenses, as defined in the Act, and to pay the costs of issuance thereof, pursuant to and in compliance with the Act and the Constitution and laws of the State of Texas.

Section 4. Date; Number and Maturity»

.  The Notes shall be dated the Issuance Date, shall be numbered consecutively from 1 upward, and shall be stated to mature on August 31, 2003.

Section 5. Interest»

.  The Notes shall bear interest during each Index Rate Period at the Index Rate for that Index Rate Period, payable at maturity, and calculated on the basis of a 365-day year for the actual number of days elapsed.  

Section 6. Terms; Prepayment»

.  The Notes shall be payable, shall have the characteristics, and shall be signed and sealed, all as provided in the Form of Notes attached to this Resolution as Exhibit A.  Payment of the principal of and interest on the Notes shall be made at stated maturity or an earlier prepayment date by wire transfer of immediately available funds to the respective accounts identified in Exhibit B hereto.  

The Notes may be prepaid, in whole but not in part, prior to stated maturity at the option of the District at a price equal to the principal amount of the Notes outstanding plus accrued interest to the date of prepayment by wire transfer of immediately available funds to the place of payment, as set forth above, on the first Business Day of any Index Rate Period beginning February 1, 2003; provided that the District must give the Purchasers written notice of the proposed prepayment at least forty-eight (48) hours prior to such prepayment. Notice of such prepayment may be given by facsimile transmission.

Section 7. Forms»

.  The form of the Notes shall be substantially as set forth in Exhibit A to this Resolution, with such additions, deletions and variations as may be necessary or desirable and permitted or required by this Resolution or the terms of the sale of the Notes and as to which the District and the Purchasers agree.

Section 8. Source of Payment and Security for the Notes; Pledge»

.  The Actual Principal Amount of the Notes and the interest thereon shall be payable from and secured by any Available Funds of the District.  The receipts from the District’s maintenance tax levy for the current school year beginning September 1, 2002 and ending August 31, 2003, and delinquent maintenance tax receipts, together with other Available Funds of the District, are hereby irrevocably pledged as security for the payment of the Actual Principal Amount of and interest on the Notes, and the District hereby grants to, and creates in favor of, the Purchasers, for the benefit of the Purchasers and any successor Noteholders, an irrevocable first priority lien in, to, and on the Available Funds and on all money on deposit in the Note Account; and such pledge and lien shall be valid, effective and perfected without any filing or recording thereof, other than the inclusion of a complete copy of this Resolution among the public records of the District, all as provided in Chapters 1201 and 1208, Texas Government Code, as amended.

Section 9. Note Account»

.  There is hereby created a special account in the District’s General Fund, to be known as the “Tax Anticipation Notes Account” (the “Note Account”). The District hereby covenants and agrees to deposit into the Note Account (from the receipts of the District’s maintenance tax levied for the current school year, delinquent maintenance taxes, and other Available Funds) amounts sufficient to accumulate in the Note Account not later than April 1, 2003, the amount required to pay the Actual Principal Amount of the Notes and the interest on the Notes to that date. Thereafter, the District shall make monthly deposits from Available Funds into the Note Account of an amount which, when added to earnings received on investments from the Note Account, will be equal to the interest accruing on the Notes during such month. The Note Account shall be established and maintained at a depository bank of the District, shall be kept separate and apart from all other accounts in the District’s General Fund, shall be held irrevocably in trust for the equal and ratable benefit of the Holders from time to time of the Notes, and shall be used only to pay the principal of and interest on the Notes.  Prior to disbursement to pay the principal of and interest on the Notes, money in the Note Account shall be secured and invested in such manner as maybe directed by the District in accordance with Texas law. Any money remaining in the Note Account after payment of the principal of and interest on the Notes may be used by the District for any lawful purpose.

Section 10. Tax Levy»

.  The Board of Trustees of the District has heretofore levied an ad valorem tax which, together with other Available Funds of the District, will be sufficient to raise and produce the money required to pay all of the District’s maintenance expenses, including the Actual Principal Amount of and interest on the Notes as such principal and interest matures; and the receipts from said ad valorem tax, together with other Available Funds of the District, shall be applied to the payment of the District’s maintenance expenses, including the Actual Principal Amount of and interest on the Notes, as required by law and this Resolution.

Section 11. Sale; Note Purchase Agreement»

.  The sale and delivery of the Notes to the Purchasers pursuant to the terms and provisions set forth in the Note Purchase Agreement is hereby authorized and confirmed. The President or Vice President and the Secretary of the Board and all other appropriate officers of the District are hereby authorized and directed to execute and deliver the Note Purchase Agreement, and all officers, agents, and representatives of the District are authorized and directed to do any and all things necessary or convenient to carry out the provisions of this Resolution.

Section 12. Index Rate»

.  On each Computation Date the Financial Advisor shall determine the Index Rate and confirm such rate with the District and the Purchasers. Such confirmation shall be in writing, which may be by facsimile transmission, given in the manner and to the addresses shown below for notices to be provided pursuant to this Resolution.

Section 13. Purchases»

.  The aggregate amount of Purchases pursuant to each Request for Purchase shall not exceed the sum of $60,000,000, less the total of all previous Purchases on all of the Notes, which aggregate amount does not exceed the District’s Maximum Cash Flow Deficit, which is anticipated to occur during the month of November, 2002, as shown on the schedule of projected cash flows prepared by the District’s Senior Financial Administrator.  The aggregate amount delivered to the District by the Purchasers in response to each Request for Purchase shall constitute and be allocated by Purchases under the four Notes, with 63.8% of each such Purchase allocated to the Note with a stated principal amount of $38,280,000; 15% of each such Purchase allocated to the Note with a stated principal amount of $9,000,000; 14.6% of each such Purchase allocated to the Note with a stated principal amount of $8,760,000; and 6.6% of each such Purchase being allocated to the Note with a stated principal amount of $3,960,000 (or as otherwise allocated pursuant to the Note Purchase Agreement).  

Section 14. Request for Purchase»

.  Purchases shall be initiated by the District by delivering to the Purchasers (at the address provided in Section 22 of this Resolution for notices to the Purchasers) a Request for Purchase, in an integral multiple of $100,000 signed by an Authorized Officer, in the form attached hereto as Exhibit C, which delivery may be made by facsimile transmission.  Unless the Purchasers agree to a shorter notice period, each Request for Purchase requesting an amount of $5,000,000 or less shall be delivered not later than three (3) Business Days prior to the date such purchase is to be made from the District, and each Request for Purchase requesting an amount of more than $5,000,000 shall be delivered not later than five (5) Business Days prior to the date the Purchase is to be made. No Request for Purchase subsequent to the first Purchase shall be for less than $1,000,000, unless a Purchaser agrees to a lesser amount in writing (which agreement may be evidenced by facsimile transmission), and no Purchase will be requested on or after February 1, 2003.

It is expressly understood and agreed that the Purchasers shall be entitled to rely on representations and certifications in each Request for Purchase and shall have no obligation to make inquiry into any such representation or certification and that any inquiry undertaken by or on behalf of the Purchasers shall not affect the Purchasers’ ability to rely on such representations and certifications.

Section 15. Deposit of Purchases; Confirmation»

.  On the date specified in each Request for Purchase, the Purchasers shall transfer the aggregate amount of the Purchase requested by such Request for Purchase, by wire transfer of immediately available funds, to Bank of America, N.A., Austin, Texas, ABA #111000025, for credit to the account of Austin Independent School District, Account #00214-129-4842, Attention:  Alyce Anne Baggett.  

The District shall cause written confirmation of the receipt of such amount, which may be by facsimile transmission, to be given by Bank of America, N.A., Austin, Texas, to the District and the Purchasers.  Upon receipt of confirmation of each Purchase, the Purchasers shall make notation on the Schedule of Purchases attached to each Note of the date of the Purchase, the amount of the Purchase, and the then current Index Rate.

Section 16. Proceeds»

.  There is hereby created a special investment account of the District to be known as the “Note Proceeds Account” (the “Note Proceeds Account”). The proceeds from the sale of the Notes shall be deposited into such account, shall be secured and invested in the manner directed by the District in accordance with Texas law, and the earnings on the investment of such proceeds shall remain in such account.  Money in the Note Proceeds Account shall be used, before other money available for that purpose, to provide (by transfer to the appropriate account) for the payment of the District’s maintenance expenses until the balance in the Note Proceeds Account is reduced to zero.

Section 17. Warranties, Representations and Covenants of the District»

.   LISTNUM  \l 2   The District agrees, promises, and covenants that, on or before the maturity date of the Notes, it will deposit into the Note Account, from Available Funds, money sufficient to pay the full amount of the Actual Principal Amount of the Notes, plus all interest accrued thereon; and the District will, at the times and in the manner prescribed by this Resolution, deposit or cause to be deposited the amount or amounts of money specified herein into the accounts specified herein.

(a) The District represents and warrants that it is a duly incorporated and existing independent school district under the laws of the State of Texas, is duly accredited by the Texas Education Agency, authorized under the laws of the State of Texas to issue the Notes, that all actions prerequisite to the lawful issuance and delivery of the Notes have been duly and effectively taken, that this Resolution was duly adopted by the duly elected Board of Trustees of the District at a meeting at which a quorum was present and of which notice was given as required by law; that the Notes and the Note Purchase Agreement have been signed with the manual or facsimile signatures by the duly elected President or Vice‑President and Secretary of the Board; that the Notes are and will be valid and enforceable obligations of the District in accordance with their terms and the terms of this Resolution; and that upon delivery of the Notes, the Purchasers will have a first priority perfected security interest in the Available Funds.

(b) This District certifies that the Notes are issued pursuant to and in compliance with Section 45.108, Texas Education Code, as amended, and pursuant to this Resolution.

(c) The District represents and certifies that all approvals, consents and orders of any governmental authority or agency having jurisdiction of any matter which would constitute a condition precedent to the performance by the District of its obligations under this Resolution, the Notes and the Note Purchase Agreement will have been obtained prior to delivery of the Notes.

(d) The District represents that there is no litigation pending or, to its knowledge, threatened, which would challenge the legality of the District, the Resolution, the Notes, the Note Purchase Agreement, or the security therefor or that would have any material and adverse impact on the ability of the District to pay the Notes at maturity or perform its obligations under this Resolution when and as required.

(e) The District covenants to provide to the Noteholder (i) immediately upon the availability thereof, audited financial statements of the District as of August 31, 2002 for the twelve month period then ended, and (ii) immediately upon any Authorized Officer having knowledge thereof notice of any Event of Default and of any occurrence that after notice or passage of time, or both, would become an Event of Default.

(f) The covenants and representations made or required by this Section are for the benefit of the Purchasers and each subsequent Noteholder, if any, and may be relied upon by such persons for all purposes.

Section 18. Additional Notes»

.  The District reserves the right to issue Additional Notes which may be on a parity with and of equal dignity with the Notes and which may be payable at such time or times and under such other terms, conditions and details as determined by the Board; provided, however, that the maturity date for such Additional Notes shall be on or after the scheduled maturity date of the Notes. The aggregate amount of the Notes and the Additional Notes shall in no event exceed the maximum amount authorized by law, including the Act.

Section 19. Defaults and Remedies»

.   LISTNUM  \l 2   Each of the following occurrences or events, for the purposes of this Resolution, is hereby declared to be an “Event of Default”:

(i) the failure to make full payment of the total Actual Principal Amounts of the Notes, plus all interest payable thereon, at maturity;

(ii) the failure of the District to make deposits to the Note Account at the times and in the amounts required hereby; and

(iii) default in the performance or observance of any other covenant, agreement or obligation of the District under this Resolution or the Note Purchase Agreement the failure to perform which materially and adversely affects the rights of the Purchasers or any subsequent Noteholder, if any, including, but not limited to, their prospect or ability to be repaid in accordance with this Resolution, and the continuation thereof for a period of sixty (60) days after notice of such default is given by the Purchasers to the Senior Financial Administrator of the District.

(b) Upon the happening of an Event of Default, then and in every case the Noteholders or their authorized representatives may proceed against the District for the purpose of protecting and enforcing the rights of the Noteholders under this Resolution, including but not limited to enforcing the pledge of, security interest in and lien and charge on the Available Funds against all parties in possession of any Available Funds at any time, by mandamus or other suit, action, or proceeding in equity or at law, in any court of competent jurisdiction, for any relief permitted by law, including, but not limited to, the specific performance of any covenant or agreement contained herein, or to enjoin any act or thing that may be unlawful or in violation of any right of the Noteholders, or any combination of such remedies.

Section 20. Legal Holidays»

.  If the date fixed for payment of the Notes is not a Business Day, then payment need not be made on such date but may be made on the next succeeding day which is a Business Day with the same force and effect as if made on the date fixed for payment.

Section 21. No Recourse Against District Officials»

.  No recourse shall be had for the payment of principal of or interest on any Note or for any claim based thereon or pursuant to this Resolution against any official of the District or against any person executing such Note.

Section 22. Notices»

.  Any notice, demand, request, or other instrument authorized or required to be given under this Resolution shall be deemed to have been given only upon receipt. Notices may be given by first class mail, postage prepaid, or by overnight delivery service, or by facsimile transmission to the following addresses or such other address as may be designated by a party:

DISTRICT:

Austin Independent School District




1111 West Sixth Street




Austin, Texas 78703




FAX: 512/414-9923




Attention:  Chief Financial Officer

PURCHASERS:
Fidelity Investments ‑ Money Management, Inc.




One Spartan Way, TS2E




P. O. Box 9600




Merrimack, New Hampshire 03054-9600




FAX: 603/595-8876




Attention:  Norman U. Lind and Kim Miller

Section 23. Tax Matters»

.  The District intends that the interest on the Notes shall be excludable from gross income of the Holder thereof for federal income tax purposes pursuant to Sections 103 and 141 through 150 of the Internal Revenue Code of 1986, as amended (the “Code”), and all applicable temporary, proposed and final regulations (the “Regulations”) and procedures promulgated thereunder and applicable to the Notes.  For this purpose, the District covenants that it will monitor and control the receipt, investment, expenditure and use of all gross proceeds of the Notes (including all property the acquisition, construction or improvement of which is to be financed directly or indirectly with the proceeds of the Notes) and take or omit to take such other and further actions as may be required by Sections 103 and 141 through 150 of the Code and the Regulations to cause interest on the Notes to be and remain excludable from the gross income, as defined in Section 61 of the Code, of the owners of the Notes for federal income tax purposes.  Without limiting the generality of the foregoing, the District shall comply with each of the following covenants: 

(a) The District will use all of the proceeds of the Notes to (i) provide funds for the purposes set forth in Section 3 of this Resolution and (ii) to pay the costs of issuing the Notes.  The District will not use any portion of the proceeds of the Notes to pay the principal of or interest or redemption premium on any other obligation of the District or a related person.

(b) The District will not directly or indirectly take any action or omit to take any action which action or omission would cause the Notes to constitute “private activity bonds” within the meaning of Section 141(a) of the Code.

(c) Principal of and interest on the Notes will be paid solely from Available Funds collected by the District, investment earnings on such collections, and as available, proceeds of the Notes.  

(d) Based upon all facts and estimates now known or reasonably expected to be in existence on the date the Notes are delivered, the District reasonably expects that the proceeds of the Notes will not be used in a manner that would cause the Notes or any portion thereof to be an “arbitrage bond” within the meaning of Section 148 of the Code.

(e) At all times while the Notes are outstanding, the District will identify and properly account for all amounts constituting gross proceeds of the Notes in accordance with the Regulations.  The District will monitor the yield on the investments of the proceeds of the Notes and, to the extent required by the Code and the Regulations, will restrict the yield on such investments to a yield which is not materially higher than the yield on the Notes.  To the extent necessary to prevent the Notes from constituting an “arbitrage bond,” the District will make such payments as are necessary to cause the yield on all yield restricted nonpurpose investments allocable to the Notes to be less than the yield that is materially higher than the yield on the Notes. 

(f) The District will not take any action or knowingly omit to take any action which, if taken or omitted, would cause the Notes to be treated as a “federally guaranteed” obligation for purposes of Section 149(b) of the Code.  

(g) The District represents that not more than fifty percent (50%) of the proceeds of the Notes will be invested in nonpurpose investments (as defined in Section 148(f)(6)(A) of the Code) having a substantially guaranteed yield for four years or more within the meaning of Section 149(g)(3)(A)(ii) of the Code, and the District reasonably expects that one hundred percent (100%) of the spendable proceeds of the Notes will be used to carry out the governmental purpose of the Notes within the thirteen-month period beginning on the date of issue of the Notes.  

(h) The District will take all necessary steps to comply with the requirement that certain amounts earned by the District on the investment of the gross proceeds of the Notes, if any, be rebated to the federal government.  Specifically, the District will (i) maintain records regarding the receipt, investment, and expenditure of the gross proceeds of the Notes as may be required to calculate such excess arbitrage profits separately from records of amounts on deposit in the funds and accounts of the District allocable to other obligations of the District or moneys which do not represent gross proceeds of any obligations of the District and retain such records for at least six years after the day on which the last outstanding Note is discharged, (ii) account for all gross proceeds under a reasonable, consistently applied method of accounting, not employed as an artifice or device to avoid in whole or in part the requirements of Section 148 of the Code, including any specified method of accounting required by applicable Regulations to be used for all or a portion of any gross proceeds, (iii) calculate, at such times as are required by applicable Regulations, the amount of excess arbitrage profits, if any, earned from the investment of the gross proceeds of the Notes and (iv) timely pay, as required by applicable Regulations, all amounts required to be rebated to the federal government.  In addition, the District will exercise reasonable diligence to assure that no errors are made in the calculations required by the preceding sentence and, if such an error is made, to discover and promptly correct such error within a reasonable amount of time thereafter, including payment to the federal government of any delinquent amounts owed to it, interest thereon and any penalty.

(i) The District will not directly or indirectly pay any amount otherwise payable to the federal government pursuant to the foregoing requirements to any person other than the federal government by entering into any investment arrangement with respect to the gross proceeds of the Notes that might result in a reduction in the amount required to be paid to the federal government because such arrangement results in a smaller profit or a larger loss than would have resulted if such arrangement had been at arm’s length and had the yield on the Notes not been relevant to either party.

(j) The District will timely file or cause to be filed with the Secretary of the Treasury of the United States the information required by Section 149(e) of the Code with respect to the Notes on such form and in such place as the Secretary may prescribe.

(k) The District will not issue or use the Notes as part of an “abusive arbitrage device” (as defined in Section 1.148-10(a) of the Regulations).  Without limiting the foregoing, the Notes are not and will not be a part of a transaction or series of transactions that attempts to circumvent the provisions of Section 148 of the Code and the Regulations by (i) enabling the District to exploit the difference between tax-exempt and taxable interest rates to gain a material financial advantage or (ii) increasing the burden on the market for tax-exempt obligations.

(l) Proper officers of the District charged with the responsibility for issuing the Notes are hereby directed to make, execute and deliver certifications as to facts, estimates or circumstances in existence as of the date of issuance of the Notes and stating whether there are facts, estimates or circumstances that would materially change the District’s expectations.  On or after the date of issuance of the Notes, the District will take such actions as are necessary and appropriate to assure the continuous accuracy of the representations contained in such certificates.

(m) The covenants and representations made or required by this Section are for the benefit of the Noteholder and any subsequent Noteholder, and may be relied upon by the Noteholder and any subsequent Noteholder and Bond Counsel to the District.

In complying with the foregoing covenants, the District may rely upon an unqualified opinion issued to the District by nationally recognized bond counsel that any action by the District or reliance upon any interpretation of the Code or Regulations contained in such opinion will not cause interest on the Notes to be includable in gross income for federal income tax purposes under existing law.

Notwithstanding any other provision of this Resolution, the District’s representations and obligations under the covenants and provisions of this Section 23 shall survive the defeasance and discharge of the Notes for as long as such matters are relevant to the exclusion of interest on the Notes from the gross income of the owners for federal income tax purposes.

Section 24. Control»

.  The President or Vice President of the Board of Trustees and other appropriate officials of the District are hereby authorized to have control of the Notes and all necessary records and proceedings pertaining to the Notes pending their delivery.

Section 25. Severability»

.  If any section, paragraph, clause or provision of this Resolution shall for any reason be held to be invalid or unenforceable, the invalidity or unenforceability of such section, paragraph, clause or provision shall not affect any of the remaining provisions of this Resolution.

Section 26. Open Meeting»

.  It is hereby found, determined and declared that a sufficient written notice of the date, hour, place and subject of the meeting of the Board at which this Resolution was adopted was posted at a place convenient and readily accessible at all times to the general public at the regular meeting place of the District for the time required by law preceding this meeting, as required by the Open Meetings Law, Chapter 551, Texas Government Code, as amended, and that this meeting has been open to the public as required by law at all times during which this Resolution and the subject matter thereof has been discussed, considered and formally acted upon.  The Board further ratifies, approves and confirms such written notice and the contents and posting thereof.

Section 27. Repealer»

.  All orders, resolutions and motions, or parts thereof inconsistent with the provisions of this Resolution are hereby repealed to the extent of such inconsistency.

[The remainder of this page intentionally left blank.]

Section 28. Effective Date»

.  This Resolution shall be in full force and effect immediately upon its adoption.

PASSED AND APPROVED this _________________, 2002.

President, Board of Trustees

ATTEST:

Secretary, Board of Trustees

(SEAL)
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