OFFICIAL STATEMENT Ratings:
S&P: “AAA”
Dated August 10, 1999 FGIC Insured
(See “Municipal Bond
Insurance” and “Other
NEW ISSUE - Book-Entry Only Information - Ratings” herein)

In the opinion of Bond Counsel, interest on the Certificates will be excludable from gross income for federal income tax
purposes under statutes, regulations, published rulings and court decisions existing on the date thereof, subject to the matters
described under “Tax Matters” herein, including the alternative minimum tax on corporations.

THE CERTIFICATES WILL BE DESIGNATED AS “QUALIFIED TAX-EXEMPT OBLIGATIONS”
FOR FINANCIAL INSTITUTIONS

$2,020,000
CITY OF BELLMEAD, TEXAS
(McLennan County)
COMBINATION TAX AND REVENUE
CERTIFICATES OF OBLIGATION, SERIES 1999

Dated Date: August 1, 1999 Due: March 1, as shown on the inside cover page

PAYMENT TERMS . .. Interest on the $2,020,000 City of Bellmead, Texas, Combination Tax and Revenue Certificates of
Obligation, Series 1999 (the “Certificates”), together with the $820,000 City of Bellmead, Texas, General Obligation Refunding
Bonds, Series 1999 (the “Bonds”) (collectively referred to as the “Obligations™), will accrue from August 1, 1999, (the “Dated
Date”) and will be payable March 1 and September 1, of each year, commencing March 1, 2000, and will be calculated on the
basis of a 360-day year consisting of twelve 30-day months. The definitive Certificates will be initially registered and delivered
only to Cede & Co., the nominee of The Depository Trust Company (“DTC”) pursuant to the Book-Entry-Only System
described herein. Beneficial ownership of the Certificates may be acquired in denominations of $5,000 or integral multiples
thereof. No physical delivery of the Certificates will be made to the owners thereof. Principal of, premium, if any, and
interest on the Certificates will be payable by the Paying Agent/Registrar to Cede & Co., which will make distribution of the
amounts so paid to the participating members of DTC for subsequent payment to the beneficial owners of the Certificates. See
“The Obligations - Book-Entry-Only System™ herein. The initial Paying Agent/Registrar is The Bank of New York, New York,
New York (see “The Obligations - Paying Agent/Registrar”).

AUTHORITY FOR ISSUANCE . . . The Certificates are issued pursuant to the Constitution and general laws of the State of Texas
(the “State™), particularly Subchapter C of Chapter 271, Texas Local Government Code (the Certificate of Obligation Act of
1971), as amended, and constitute direct obligations of the City of Bellmead, Texas (the “City”), payable from a combination of
(i) the levy and collection of a direct and continuing ad valorem tax, within the limits prescribed by law, on all taxable property
within the City, and (ii) a limited pledge (not to exceed $1,000) of surplus net revenues of the City’s Waterworks System, as
provided in the ordinance authorizing the Certificates (the “Certificate Ordinance™) (see “The Obligations - Authority for
Issuance”).

PURPOSE . . . Proceeds from the sale of the Certificates will be used for the construction of street improvements and related
improvements to water and sewer lines in the City and for payment of the costs associated with the issuance of the Certificates.

Financial Guaranty Insurance Payment of the principal of and interest on the Certificates when due will be
C_ Company guaranteed by a municipal bond insurance policy issued simultaneously with
PCIC b o rogisiorsd service mack o by Flnancial Gascasty kasurmsce Compaar, the delivery of the Certificates by Financial Guaranty Insurance Company (the
 privaie campasry met affillated with amy US. Covernment agemcy. “‘lnsurer”).
MATURITY SCHEDULE

See Schedule on the Inside Cover

LEGALITY . . . The Certificates are offered for delivery when, as and if issued and received by the Underwriter and subject to the
approving opinion of the Attorney General of Texas and the opinion of McCall, Parkhurst & Horton L.L.P., Bond Counsel,
Dallas, Texas (see Appendix C, “Form of Bond Counsel's Opinion”). Certain legal matters will be passed upon by McCall,
Parkhurst & Horton L.L.P., Dallas, Texas, as Disclosure Counsel to the City.

DELIVERY .. . It is expected that the Certificates will be available for delivery through The Depository Trust Company on
September 9, 1999.

ESTRADA HINOJOSA & COMPANY, INC.



Maturity

MATURITY SCHEDULE

Principal Price or Maturity Principal Price or
3/1) Amount Rate Yield (3/1) Amount Rate Yield
2005 $ 80.000 4.75% 4.75% 2010 $ 215.000 5.00% 5.10%
2006 175.000 5.10% 4.85% 2011 225,000 5.05% 5.15%
2007 185,000 5.10% 4.95% 2012 235,000 5.15% 5.25%
2008 195,000 5.10% 5.00% 2013 250,000 5.20% 5.30%
2009 200,000 5.00% 5.05% 2014 260,000 5.25% 5.35%
(Accrued Interest from August 1, 1999 to be added)
OPTIONAL REDEMPTION . . . The City reserves the right, at its option, to redeem Certificates having stated maturities on and after

March 1, 2010, in whole or in part in principal amounts of $5.000 or any integral multiple thereof, on March 1. 2009, or any date
thereafter, at the par value thereof plus accrued interest to the date of redemption (see “The Obligations - Optional

Redemption™).




OFFICIAL STATEMENT Ratings:
S&P: “AAA”
Dated August 10, 1999 FGIC Insured
(See “Municipal Bond
Insurance” and “Other
NEW ISSUE - Book-Entry Only Information - Ratings” herein)

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

THE BONDS WILL BE DESIGNATED AS “QUALIFIED TAX-EXEMPT OBLIGATIONS”
FOR FINANCIAL INSTITUTIONS

$820,000
CITY OF BELLMEAD, TEXAS
(McLennan County)
GENERAL OBLIGATION REFUNDING BONDS, SERIES 1999

Dated Date: August 1, 1999 Due: March 1, as shown on the inside cover page

PAYMENT TERMS . . . Interest on the $820,000 City of Bellmead, Texas, General Obligation Refunding Bonds, Series 1999 (the
“Bonds™), together with the $2,020,000 City of Bellmead, Texas, Combination Tax and Revenue Certificates of Obligation,
Series 1999 (the “Certificates™) (collectively referred to as the “Obligations™), will accrue from August 1, 1999, (the “Dated
Date™) and will be payable March 1 and September 1 of each year, commencing March 1, 2000, and will be calculated on the
basis of a 360-day year consisting of twelve 30-day months. The definitive Bonds will be initially registered and delivered only
to Cede & Co., the nominee of The Depository Trust Company (“DTC”) pursuant to the Book-Entry-Only System described
herein.  Beneficial ownership of the Bonds may be acquired in denominations of $5.000 or integral multiples thereof. No
physical delivery of the Bonds will be made to the owners thereof. Principal of, premium, if any, and interest on the Bonds
will be payable by the Paying Agent/Registrar to Cede & Co., which will make distribution of the amounts so paid to the
participating members of DTC for subsequent payment to the beneficial owners of the Bonds. See “The Obligations - Book-
Entry-Only System™ herein. The initial Paying Agent/Registrar is The Bank of New York, New York, New York (see “The
Obligations - Paying Agent/Registrar™).

AUTHORITY FOR ISSUANCE . . . The Bonds are issued pursuant to the Constitution and general laws of the State of Texas (the
“State™), including particularly Article 717k, Vernon's Annotated Texas Civil Statutes ("VATCS"), as amended, and are direct
obligations of the City of Bellmead. Texas (the “City™), payable from a continuing ad valorem tax levied on all taxable property
within the City, within the limits prescribed by law, as provided in the ordinance authorizing the Bonds (the “Bond Ordinance™)
(see “The Obligations - Authority for Issuance™).

PURPOSE . . . Proceeds from the sale of the Bonds will be used to refund on a current basis all of the City’s outstanding debt,
consisting of $280.000 Combination Tax and Revenue Certificates of Obligation, Series 1986 and $510,000 Combination Tax
and Revenue Certificates of Obligation, Series 1990 (collectively, the “Refunded Certificates™) in order to achieve a present
value debt service savings for the City and to pay the costs associated with the issuance of the Bonds.

Pay inci i ds w
Financial Guaranty Insurance ayment of the principal of and interest on the Bonds when due will be

C Compan guaranteed by a municipal bond insurance policy issued simultaneously with
) pany the delivery of the Bonds by Financial Guaranty Insurance Company (the
PGIC s & registered service mark wed by Flasacial Cusrasty lasuraace Compaay, . -
o privaie company met adfillated with amy U8, Covernenead ageacy. Insurer”).

MATURITY SCHEDULE

See Schedule on the Inside Cover

LEGALITY ... The Bonds are offered for delivery when, as and if issued and received by the Underwriter and subject to the
approving opinion of the Attorney General of Texas and the opinion of McCall, Parkhurst & Horton L.L.P., Bond Counsel,
Dallas, Texas (see Appendix C, “Form of Bond Counsel's Opinion™). Certain legal matters will be passed upon by McCall,
Parkhurst & Horton L.L.P., Dallas, Texas, as Disclosure Counsel to the City.

DELIVERY . . . It is expected that the Bonds will be available for delivery through The Depository Trust Company on September
9, 1999.

ESTRADA HINOJOSA & COMPANY, INC.



MATURITY SCHEDULE

Maturity Principal Price or
3/ Amount Rate Yield
2000 $ 135,000 3.65% 3.65%
2001 140,000 4.20% 4.20%
2002 145,000 4.35% 4.40%
2003 150,000 4.45% 4.50%
2004 160,000 4.50% 4.60%
2005 90,000 4.75% 4.75%

(Accrued Interest from August 1, 1999 to be added)

The Bonds are not subject to redemption prior to maturity (see “The Obligations - Optional Redemption™).



No dealer, broker, salesman or other person has been authorized by the City or the Underwriter to give any information, or to make
any representations 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 City or the Underwriter. This Official Statement does not
constitute an offer to sell Obligations in any jurisdiction to any person to whom it is unlawful to make such offer in such jurisdiction.

Certain information set forth herein has been obtained from the City and other sources which are believed to be reliable but is not
guaranteed as to accuracy or completeness, and is not to be construed as a representation by the Financial Advisor. Any
information and expressions 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 any implication that there has been no
change in the affairs of the City or other matters described herein since the date hereof.

IN CONNECTION WITH THE OFFERING OF THE OBLIGATIONS, THE UNDERWRITER MAY OVER-ALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICES OF THE OBLIGATIONS AT 4 LEVEL ABOVE
THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE
DISCONTINUED AT ANY TIME.
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OFFICIAL STATEMENT SUMMARY

This summary is subject in all respects to the more complete information and definitions contained or incorporated in this
Official Statement. The offering of the Obligations to potential investors is made only by means of this entire Official
Statement. No person is authorized to detach this summary from this Official Statement or to otherwise use it without the entire

Official Statement.

THECITY ..o

THE OBLIGATIONS ........ccooooiinnn

PAYMENT OF INTEREST ..............

AUTHORITY FOR ISSUANCE .........

SECURITY FOR THE
OBLIGATIONS ......ocooooeiiiiiiii,

OPTIONAL REDEMPTION ..............

TAX EXEMPTION .........oooooiiin.

QUALIFIED TAX-EXEMPT
OBLIGATIONS ..o

USE OF PROCEEDS .......ocoooooiiiii.

The City of Bellmead is a political subdivision and municipal corporation of the State. located
in McLennan County. Texas. The City covers approximately 13.5 square miles (see
“Introduction - Description of City™).

I'he $2.020.000 City of Bellmead. Texas Combination Tax and Revenue Certificates of
Obligation, Series 1999 are issued as serial certificates maturing in the years 2005 through
2014, The $820.000 City of Bellmead, Texas, General Obligation Refunding Bonds. Series
1999 arc issued as scrial bonds maturing in the years 2000 through 2005 (see “The
Obligations - Description of the Obligations™).

Interest on the Obligations accrues from August 1, 1999, and is payable March 1. 2000. and
cach March 1 and September 1 thereafter untit maturity or prior redemption (see “The
Obligations - Description of the Obligations™ and “The Obligations - Optional Redemption™).

The Bonds are issued pursuant to the general laws of the State. including particularly Article
717k, VATCS, as amended. the City’s home-rule charter. and an ordinance passed by the City
Council of the City (sce “The Obligations - Authority for [ssuance™).

The Certificates are issued pursuant to the Constitution and the general laws of the State.
including particularly Subchapter C of Chapter 271, Texas Local Government Code (the
Certificates of Obligation Act of 1971), the City’s home-rule charter, and an ordinance passed
by the City Council of the City (see “The Obligations - Authority for Issuance™).

The Bonds and the Certificates constitute direct obligations of the City, payable from the levy
and collection of a direct and continuing ad valorem tax. within the limits prescribed by law,
on all taxable property located within the City, as provided in the respective ordinances
authorizing the Obligations. [n addition. the Certificates are payable from and secured by a
limited pledge (not to exceed $1.000) of surplus net revenues of the City’s Waterworks
System (see “The Obligations - Security and Source of Payment™).

The City reserves the right. at its option, to redeem Certificates having stated maturitics on
and after March 1, 2010. in whole or in part in principal amounts of $5.000 or any integral
multiple thereof, on March 1. 2009, or any date thereafter. at the par valuc thereof plus
accrued interest to the date of redemption (see “The Obligations - Optional Redemption™).

The Bonds are not subject to redemption prior to maturity.

In the opinion of Bond Counsel, the interest on the Obligations will be excludable from gross
income tor federal income tax purposes under existing law, subject to the matters described
under the caption “Tax Matters”™ herein, including the alternative minimum tax on
corporations.

The City will designate the Obligations as “Qualified Tax-Exempt Obligations™ for financial
institutions  (see “Tax Matters - Qualified Tax-Exempt Obligations for Financial
Institutions™).

Proceeds from the sale of the Certificates will be used for the construction of street
improvements and related improvements to water and sewer lines in the City and for payment
of the costs associated with the issuance of the Certificates

Proceeds from the sale of the Bonds will be used to refund on a current basis all of the City’s
outstanding debt. consisting of $280.,000 Combination Tax and Revenue Certificates of
Obligation. Series 1986 and $510.000 Combination Tax and Revenue Certificates of
Obligation, Series 1990 (collectively, the “Refunded Certificates™) in order to achieve a
present value debt service savings for the City and to pay the costs associated with the
issuance of the Bonds.
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RATINGS ....cccooiviiiiinii, The Obligations are rated “AAA™ by Standard & Poor’s Ratings Service, a Division of the
McGraw-Hill Companies, Inc. (*S&P”) by virtue of an insurance policy to be issued by
Financial Guaranty Insurance Company. The underlying rating for the tax-supported debt of
the City is rated “BBB+” by S&P (see “Other Information - Ratings” and “Municipal Bond
Insurance™).

BOND INSURANCE ..........c..coo... The scheduled payment of principal of and interest on the Obligations when due will be
guaranteed under insurance policies to be issued by Financial Guaranty Insurance Company
simultaneously with the delivery of the Obligations (see “Municipal Bond Insurance”).

BOOK-ENTRY-ONLY

SYSTEM ..o The definitive Obligations will be initially registered and delivered only to Cede & Co., the
nominee of DTC pursuant to the Book-Entry-Only System described herein. Beneficial
ownership of the Obligations may be acquired in denominations of $5,000 or integral
multiples thereof. No physical delivery of the Obligations will be made to the beneficial
owners thereof. Principal of, premium, if any, and interest on the Obligations will be payable
by the Paying Agent/Registrar to Cede & Co., which will make distribution of the amounts so
paid to the participating members of DTC for subsequent payment to the beneficial owners of
the Obligations (see “The Obligations - Book-Entry-Only System”) .

PAYMENT RECORD ..................... The City has never defaulted in payment of its tax-supported or revenue-supported debt.

SELECTED FINANCIAL INFORMATION

Fiscal Year Estimated Taxable General Per Capita Ratio G.O. % of

Ended City Assessed Per Capita Obligation (G.0.) G. O. Tax  Tax Debt Total Tax
9/30 Population'”  Valuation (TAV) TAV Tax Debt Debt to TAV Collections
1995 8,350 $125824295 $ 15069 $ 1,600,000 $ 192 1.27% 103.35%
1996 8.460 138,540,017 16,376 1,405,000 166 1.01% 101.10%
1997 8,500 143,081,135 16,833 1,195,000 141 0.84% 101.53%
1998 8.550 147,995,225 17,309 995,000 116 0.67% 100.87%
1999 8,650 150,217,792 17,366 2,840,000 ) 328 1.89% 95.00% ¥

(1) Source: City officials.

(2) The City’s preliminary tax year 1999 taxable assessed valuation is $153,578,503 as provided by the McLennan County
Appraisal District.

(3) Projected; includes the Obligations, excludes the Refunded Certificates.

(4) Partial collections through May, 1999.

GENERAL FUND CONSOLIDATED STATEMENT SUMMARY

Fiscal Year Ended September 30,

1998 1997 1996 1995 1994

Beginning Balance $ 1,185980 § 900,838 $ 1,039,661 $ 786,912 427,684
Total Revenue 2,914 454 2,543,416 2,396,274 2,240,355 2,065,377
Total Expenditures 2,524972 2,288,274 2,570,079 1,982,606 1,831,346
Net Transfers In (Out) 34915 30,000 34,982 (5,000) 41,937
Excess (Deficiency) of Revenues and Other Sources

Over Expenditures and Other Uses 424 397 285,142 (138,823) 252,749 275,968
Ending Balance $ 1610377 $ 1,185980 § 900,838 $ 1,039,661 § 703,652 "

(1) Change in general fund balance was due to the implementation of a change in GASB accounting principles.

For additional information regarding the City, please contact:

Elizabeth Dieterich Douglas R. Hartman
Finance Director First Southwest Company
City of Bellmead or 1700 Pacific Avenue
3015 Bellmead Drive Suite 500

Bellmead, Texas 76705 Dallas, Texas 75201
(254) 799-2436 (214) 953-4000



CITY OFFICIALS, STAFF AND CONSULTANTS

ELECTED OFFICIALS
Length of
Name Service Term Expires Occupation
Elton Hall. Mayor 9 Yecars May, 2001 Minister
Ruth Haines, Mayor Pro-Tem 10 Years May. 2000 Retired
Russell Devorsky 14 Years May, 2001 State Representative's Oftfice
Robert Hawkins 10 Years May, 2000 Retired
Carl E. Swanson, 111 2 Months May, 2001 Self-employed
Al Lopez 3 Months May. 2000 Florist
SELECTED ADMINISTRATIVE STAFF
Length of Total
Service with Governmental
Name Position The City Service
S.G. Radclitfe City Manager/City Sccretary 25 Years 25 Years
Elizabeth Dicterich, CPA Finance Director 9 Years 9 Years
CONSULTANTS AND ADVISORS
AUGITOTS Lo Jaynes. Reitmeier, Boyd & Therrell. P.C.
Waco. Texas
Bond COUNSEL ..o e McCall. Parkhurst & Horton L.L.P.

Financial Advisor

Dallas, Texas

First Southwest Company
Dallas, Texas



OFFICIAL STATEMENT
RELATING TO

$2,020,000
CITY OF BELLMEAD, TEXAS
COMBINATION TAX AND REVENUE
CERTIFICATES OF OBLIGATION, SERIES 1999

AND

$820,000
CITY OF BELLMEAD, TEXAS
GENERAL OBLIGATION REFUNDING BONDS, SERIES 1999

INTRODUCTION

This Official Statement, which includes the Appendices hereto, provides certain information regarding the issuance by the City
of Bellmead, Texas (the “City”) of $2,020,000 Combination Tax and Revenue Certificates of Obligation, Series 1999 (the
“Certificates”) and $820,000 General Obligation Refunding Bonds, Series 1999 (the “Bonds™), hereinafter collectively referred
to as the “Obligations”. Capitalized terms used in this Official Statement have the same meanings assigned to such terms in the
respective ordinances (the “Ordinances™) to be adopted on the date of sale of the Obligations, except as otherwise indicated
herein.

There follows in this Official Statement descriptions of the Obligations and certain information regarding the City and its
finances. All descriptions of documents contained herein are only summaries and are qualified in their entirety by reference to
each such document. Copies of such documents may be obtained from the City's Financial Advisor, First Southwest Company,
Dallas, Texas.

DESCRIPTION OF THE CITY ... The City is a political subdivision and municipal corporation of the State, duly organized and
existing under the laws of the State, including the City's Home Rule Charter. The City was incorporated in 1954, and first
adopted its Home Rule Charter in 1955. The City operates under a Council/Manager form of government with a City Council
comprised of the Mayor and five Councilmembers. The term of office is two years with the terms of the Mayor and two of the
Councilmembers expiring in odd-numbered years and the terms of the other three Councilmembers expiring in even-numbered
years. The City Manager is the chief administrative officer for the City. Some of the services that the City provides are: public
safety (police and fire protection), highways and streets, water and sanitary sewer utilities, health and social services,
culture-recreation, public improvements, planning and zoning, and general administrative services. The 1990 Census population
for the City was 8,336, while the estimated 1999 population is 8,650. The City covers approximately 13.5 square miles

PLAN OF FINANCING

PURPOSE . . . Proceeds from the sale of the Certificates will be used for the construction of street improvements and related
improvements to water and sewer lines in the City and for payment of the costs associated with the issuance of the Certificates.

Proceeds from the sale of the Bonds will be used to refund on a current basis all of the City’s outstanding debt, consisting of
$280,000 Combination Tax and Revenue Certificates of Obligation, Series 1986 and $510,000 Combination Tax and Revenue
Certificates of Obligation, Series 1990 (collectively, the “Refunded Certificates™) in order to achieve a present value debt service
savings for the City and to pay the costs associated with the issuance of the Bonds. See Schedule I for a detailed listing of the
Refunded Certificates and their respective redemption dates at par.

REFUNDED CERTIFICATES . . . The principal and accrued interest due on the Refunded Certificates are to be paid on the redemption
date of the Refunded Certificates, from funds to be deposited pursuant to certain deposit agreements (the “Deposit Agreements”)
between the City and the paying agents for the Refunded Certificates, Chase Bank of Texas, National Association, Houston, Texas,
with respect to the Series 1986 Certificates and The Bank of New York, New York, New York, with respect to the Series 1990
Certificates (the “Old Paying Agents”). The Ordinance provides that from the proceeds of the sale of the Bonds received from the
Underwriter, the City will deposit with the respective Old Paying Agent the amount necessary to accomplish the discharge and final
payment of the Refunded Certificates on the redemption date. Such funds will be held by the Old Paying Agents until the
redemption date. Under the terms of the Deposit Agreements, the funds are irrevocably pledged to the payment of the principal of
and accrued interest on the Refunded Certificates.



SOotRCES AND USES OF FUNDS . . . The proceeds trom the sale of the Obligations will originate and be applied approximately as
follows:

Sources of Funds The Bonds The Certificates

Par Amount of the Obligations $ 820.000.00 $ 2,020.000.00
Accrued Interest from 08/01/1999 to 09/09/1999 3,722.42 10.869.06
Total Sources of Funds $ 823.722.42 $ 2.030.869.06

Uses of Funds

Deposit to Project Construction Fund $ 0.00 $ 1.941.000.00
Deposit with Old Paying Agents 792.092.00 0.00
Costs of Issuance * 19.472.20 54.720.85
Underwriter's Discount 7.380.00 18.180.00
Deposit to Debt Service IFund 3.722.42 10,869.06
Original Issue Discount (OID) 1.055.80 6.099.15
Total Uses of Funds $ 823.722.42 $ 2.030.869.06

* Includes Gross Bond Insurance Premium
THE OBLIGATIONS

DESCRIPTION OF THE OBLIGATIONS . .. The Obligations are dated August 1, 1999, and mature on March 1. in cach of the years
and in the amounts shown on the inside cover pages hereof. Interest will be computed on the basis of a 360-day year of twelve
30-day months, and will be payable on March I and September 1. commencing March 1. 2000. The definitive Obligations will
be issued only in fully registered form in any integral multiple of $5,000 for any one maturity and will be initially registered and
delivered only to Cede & Co.. the nominee of The Depository Trust Company ("DTC™) pursuant to the Book-Entry-Only
System described herein. No physical delivery of the Obligations will be made to the owners thereof. Principal of, premium,
if any, and interest on the Obligations will be payable by the Paying Agent/Registrar to Cede & Co.. which will make
distribution of the amounts so paid to the participating members of DTC for subsequent payment to the beneficial owners of the
Obligations. See "Book-Entry-Only System™ herein.

AUTHORITY FOR ISSUANCE ... The Bonds are being issued pursuant to the Constitution and general laws of the State,
particularly Article 717k. VATCS, as amended. and the Bond Ordinance.

The Certificates are being issued pursuant to the Constitution and general laws of the State, particularly Subchapter C of Chapter
271, Texas Local Government Code (the Certificate of Obligation Act of 1971), as amended, the home-rule charter of the City
and the Certificate Ordinance.

SECURITY AND SOURCE OF PAYMENT . .. The Obligations are direct obligations of the City payable from the levy and collection
of a direct and continuing ad valorem tax, within the limits prescribed by law. on all taxable property within the City, as
provided in the respective Ordinances authorizing the Obligations. In addition. the Certificates are payable from and sccured by
a limited pledge (not to exceed $1.000) of surplus net revenues of the City's Waterworks System as provided in the Certificate
Ordinance. In the Certificate Ordinance, the City has reserved the right, at its sole discretion and without notice, to combine its
waterworks system with other City-owned utility systems.

TAX RATE LIMITATION . .. All taxable property within the City is subject to the assessment, levy and collection by the City of a
continuing, direct annual ad valorem tax sufficient to provide for the payment of principal of and interest on all ad valorem tax
debt within the limits prescribed by law. Article XI, Section 5. of the Texas Constitution is applicable to the City, and limits its
maximum ad valorem tax rate to $2.50 per $100 Taxable Assessed Valuation for all City purposes. The Home Rule Charter of

Administratively, the Attorney General of the State of Texas will permit allocation of $1.50 of the $2.50 maximum tax rate for
all General Obligation debt service, as calculated at the time of issuance.

OPTIONAL REDEMPTION . . . The City reserves the right, at its option, to redecm Certificates having stated maturities on and after
March 1, 2010, in whole or in part in principal amounts of $5.000 or any integral multiple thereof, on March 1, 2009, or any date
thereafter, at the par value thereof plus accrued interest to the date of redemption. If less than all of the Certificates are to be
redeemed, the City may select the maturities of Certificates to be redeemed. If less than all the Certificates of any maturity are to
be redeemed, the Paying Agent/Registrar (or DTC while the Certificates are in Book-Entry-Only form) shall determine by lot the
Certificates, or portions thereof, within such maturity to be redeemed. If a Certificate (or any portion of the principal sum
thereof) shall have been called for redemption and notice of such redemption shall have been given, such Certificate (or the



principal amount thereof to be redeemed) shall become due and payable on such redemption date and interest thereon shall cease
to accrue from and after the redemption date, provided funds for the payment of the redemption price and accrued interest
thereon are held by the Paying Agent/Registrar on the redemption date.

The Bonds are not subject to redemption prior to maturity.

NOTICE OF REDEMPTION . . . At least 30 days prior to the date fixed for any redemption of any Certificate or portions thereof
prior to stated maturity, the City 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 portions 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.

AMENDMENTS TO THE ORDINANCES . . . In the Ordinances, the City has reserved the right to amend each Ordinance without the
consent of any holder for the purpose of amending or supplementing the respective Ordinance to (i) cure any ambiguity, defect
or omission therein that does not materially adversely affect the interests of the holders, (ii) grant additional rights or security for
the benefit of the holders, (iii) add events of default as shall not be inconsistent with the provisions of the respective Ordinance
that do not materially adversely affect the interests of the holders, (v) qualify the respective Ordinance under the Trust Indenture
Act of 1939, as amended, or corresponding provisions of federal laws from time to time in effect, or (vi) make such other
provisions in regard to matters or questions arising under the respective Ordinance that are not inconsistent with the provisions
thereof and which, in the opinion of Bond Counsel for the City, do not materially adversely affect the interests of the holders.

The Ordinances further provide that the holders of the respective series of Obligations aggregating in principal amount 51% of
the principal amount of such series outstanding shall have the right from time to time to approve any amendment not described
above to the respective Ordinance if it is deemed necessary or desirable by the City; provided, however, that without the consent
of 100% of the holders in original principal amount of the then outstanding Obligations of the applicable series, no amendment
may be made for the purpose of: (i) making any change in the maturity of any of the outstanding Obligations of such series; (ii)
reducing the rate of interest borne by any of the outstanding Obligations of such series; (iii) reducing the amount of the principal
of, or redemption premium, if any, payable on any outstanding Obligations of such series; (iv) modifying the terms of payment
of principal or of interest or redemption premium on outstanding Obligations of such series or imposing any condition with
respect to such payment; or (v) changing the minimum percentage of the principal amount of the Obligations of such series
necessary for consent to such amendment. Reference is made to the Ordinances for further provisions relating to the amendment
thereof.

DEFEASANCE OF OBLIGATIONS . . . Each Ordinance provides for the defeasance of the Obligations when payment of the
principal of and premium, if any, on Obligations, plus interest thereon to the due date thereof (whether such due date be by
reason of maturity, redemption, or otherwise), is provided by irrevocably depositing with a paying agent, in trust (1) money
sufficient to make such payment or (2) Defeasance Securities, certified by an independent public accounting firm of national
reputation to mature as to principal and interest in such amounts and at such times to insure the availability, without
reinvestment, of sufficient money to make such payment, and all necessary and proper fees, compensation and expenses of the
paying agent for the respective series of Obligations. The Ordinances provide that “Defeasance Securities” means (1) direct,
noncallable obligations of the United States of America, including obligations that are unconditionally guaranteed by the United
States of America, (2) noncallable obligations of an agency or instrumentality of the United States of America, including
obligations that are unconditionally guaranteed or insured by the agency or instrumentality and that are rated as to investment
quality by a nationally recognized investment rating firm not less than AAA or its equivalent, and (3) noncallable obligations of
a state or an agency or a county, municipality, or other political subdivision of a state that have been refunded and that are rated
as to investment quality by a nationally recognized investment rating firm not less than AAA or its equivalent.

BOOK-ENTRY-ONLY SYSTEM . .. The Depository Trust Company (“DTC”), New York, New York, will act as securities
depository for the Obligations. The Obligations will be issued as fully-registered securities registered in the name of Cede & Co.
(DTC's partnership nominee). One fully-registered certificate will be issued for each maturity of the Obligations in the aggregate
principal amount of each such maturity and will be deposited with DTC.

DTC 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 securities that its participants (“Direct Participants™) deposit with DTC. DTC also
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facilitates the settlement among Participants of securities transactions, such as transfers and pledges. in deposited securities
through electronic computerized book-entry changes in Participants' accounts. thereby eliminating the need for physical
movement of securities certificates. Direct Participants include securities brokers and dealers, banks, trust companies, clearing
corporations, and certain other organizations. DTC is owned by a number of its Dircct Participants and by 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 sccuritics brokers and dealers, banks, and trust companies that clear through or
maintain a custodial relationship with a Direct Participant. either directly or indirectly (“Indirect Participants™). The Rules
applicable to DTC and its Participants are on file with the Securities and Exchange Commission.

Purchases of Obligations under the DTC system must be made by or through DTC Participants, which will receive a credit for
such purchases on DTC's records. The ownership interest of each actual purchaser of each Obligation (“Beneficial Owner™) is in
turn to be recorded on the Direct or Indirect Participants' records. Beneficial Owners will not receive written confirmation from
DTC of their purchase, but Beneficial Owners are expected to receive written confirmations providing details of the transaction,
as well as periodic statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner
entered into the transaction. Transfers of ownership interest in the Obligations are to be accomplished by entries made on the
books of Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive certificates representing
their ownership interests in the Obligations, except in the event that use of the book-entry system described herein is
discontinued.

To facilitate subsequent transters. all Obligations deposited by Direct Participants with DTC are registered in the name of DTC's
partnership nominee, Cede & Co. The deposit of Obligations with DTC and their registration in the name of Cede & Co. effect
no change in beneticial ownership. DTC has no knowledge of the actual Beneficial Owners of the Obligations; DTC's records
reflect only the identity of the Direct Participants to whose accounts such Obligations are credited. which may or may not be the
Beneficial Owners. The Participants will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants. by Direct Participants to Indirect Participants,
and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by arrangements among them, subject
to any statutory or regulatory requirements as may be in effect from time to time.

Redemption notices shall be sent to Cede & Co. If less than all of the Certificates 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. will consent or vote with respect to the Obligations. Under its usual procedures, DTC mails an
Omnibus Proxy to the City as soon as possible after the Record Date (hereinafter defined). The Omnibus Proxy assigns Cede &
Co.’s consenting or voting rights to those Direct Participants to whose accounts the Obligations are credited on the Record Date
(identified in a listing attached to the Omnibus Proxy).

Principal and interest payments on the Obligations will be made to DTC. DTC's practice is to credit Direct Participants’ accounts
on each payable date in accordance with their respective holdings shown on DTC's records unless DTC has reason to believe that
it will not receive payment on such payable date. Payments by Participants to Beneficial Owners will be governed by standing
instructions and customary practices, as is the case with securities held for the accounts of customers in bearer form or registered
in “street name.” and will be the responsibility of such Participant and not of DTC, the Paying Agent/Registrar or the City.
subject to any statutory or regulatory requirements as may be in effect from time to time. Payment of principal and interest to
DTC is the responsibility of the City. disbursement of such payments to Direct Participants shall be the responsibility of DTC,
and disbursement of such payments to the Beneficial Owners shall be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to one or both series of the Obligations at any
time by giving reasonable notice to the City. Under such circumstances, in the event that a successor securities depository is not
obtained, Obligations of the appropriate series are required to be printed and delivered.

The City may decide to discontinue use of the system of book-entry transters through DTC (or a successor securities depository)
for one or both series of the Obligations. In that event, Obligations of the appropriate series will be printed and delivered.

DTC'S YEAR 2000 EFFORTS. .. DTC has cstablished a Year 2000 Project Office and will provide information concerning DTC's
Year 2000 compliance to persons requesting such information. The address is as follows: The Depository Trust Company, Year
2000 Project Office. 55 Water Street. New York. New York 10041, Telephone numbers for the DTC Year 2000 Project Office
are (212) 855-8068 and (212) 855-8881. In addition. mtormation concerning DTC's Year 2000 compliance can be obtained
from its website at the following address: www.dtc.org

DTC management is aware that some computer applications, systems. and the like for processing date (“Systems™) that are
dependent upon calendar dates, including dates before. on. or after January 1, 2000, may encounter “Year 2000 Problems.” DTC
has informed its Participants and other members of the financial community (the “Industry”) that it has developed and is
implementing a program so that its Systems. as the same relate to the timely payment of distributions (including principal and
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income payments) to security holders, book-entry deliveries, and settlement of trades within DTC (“DTC Services™), continue to
function appropriately. This program includes a technical assessment and a remediation plan, each of which is complete.
Additionally, DTC's plan includes a testing phase, which is expected to be completed within appropriate time frames.

However, DTC’s ability to perform properly its services is also dependent upon other parties, including but not limited to issuers
and their agents, as well as third party vendors from whom DTC licenses software and hardware, and third party vendors on
whom DTC relies for information or the provision of services, including telecommunication and electrical utility service
providers, among others. DTC has informed the Industry that it is contacting (and will continue to contact) third party vendors
from whom DTC acquires services to: (i) impress upon them the importance of such services being Year 2000 compliant; and
(ii) determine the extent of their efforts for Year 2000 remediation (and, as appropriate, testing) of their services. In addition,
DTC is in the process of developing such contingency plans as it deems appropriate.

According to DTC, the foregoing information with respect to DTC has been provided to the Industry for informational purposes
only and is not intended to serve as a representation, warranty, or contract modification of any kind.

USE OF CERTAIN TERMS IN OTHER SECTIONS OF THIS OFFICIAL STATEMENT.. . . In reading this Official Statement it should be
understood that while the Obligations are in the Book-Entry-Only System, references in other sections of this Official Statement
to registered owners should be read to include the person for which the Participant acquires an interest in the Obligations, but (i)
all rights of ownership must be exercised through DTC and the Book-Entry-Only System, and (ii) except as described above,
notices that are to be given to registered owners under the Ordinance will be given only to DTC.

Information concerning DTC and the Book-Entry System has been obtained from DTC and is not guaranteed as to accuracy or
completeness by, and is not to be construed as a representation by the City or the Underwriter.

PAYING AGENT/REGISTRAR . .. The initial Paying Agent/Registrar is The Bank of New York, New York, New York. In
accordance with the Ordinances, the City has retained the right to replace the Paying Agent/Registrar for one or both series of the
Obligations. The City covenants to maintain and provide a Paying Agent/Registrar at all times until the Obligations are duly
paid and any successor Paying Agent/Registrar shall be a commercial bank or trust company organized under the laws of the
State of Texas or other entity duly qualified and legally authorized to serve as and perform the duties and services of Paying
Agent/Registrar for the Obligations. Upon any change in the Paying Agent/Registrar for a series of the Obligations, the City
agrees to promptly cause a written notice thereof to be sent to each registered owner of the respective series of the Obligations by
United States mail, first class, postage prepaid, which notice shall also give the address of the new Paying Agent/Registrar.

TRANSFER, EXCHANGE AND REGISTRATION . . . In the event the Book-Entry-Only System should be discontinued for one or
both series of the Obligations, the Obligations may be transferred and exchanged on the registration books of the Paying
Agent/Registrar only upon presentation and surrender to the Paying Agent/Registrar and such transfer or exchange 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, exchange and transfer. Obligations may be assigned by the execution of an assignment form on
the respective Obligations or by other instrument of transfer and assignment acceptable to the Paying Agent/Registrar. New
Obligations will be delivered by the Paying Agent/Registrar, in lieu of the Obligations being transferred or exchanged, at the
designated office of the Paying Agent/Registrar, or sent by United States mail, first class, postage prepaid, to the new registered
owner or his designee. To the extent possible, new Obligations issued in an exchange or transfer of Obligations will be delivered
to the registercd owner or assignee of the registered owner in not more than three business days after the receipt of the
Obligations to be canceled, 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 Obligations registered and delivered in an
exchange or transfer shall be in any integral multiple of $5,000 for any one maturity and for a like aggregate principal amount as
the Obligations surrendered for exchange or transfer. See “Book-Entry-Only System” herein for a description of the system to
be utilized initially in regard to ownership and transferability of the Obligations. Neither the City nor the Paying
Agent/Registrar shall be required to transfer or exchange any Bond called for redemption, in whole or in part, within 45 days of
the date fixed for redemption; provided, however, such limitation of transfer shall not be applicable to an exchange by the
registered owner of the uncalled balance of a Bond.

RECORD DATE FOR INTEREST PAYMENT . . . The record date (“Record Date™) for the interest payable on the Obligations on any
interest payment date means the close of business on the 15th day of the preceding month.

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 City. Notice of the Special Record Date and of the scheduled payment date of the
past due interest (“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 Date by United States mail, first class postage prepaid, to the address of each Holder of
a Bond appearing on the registration books of the Paying Agent/Registrar at the close of business on the last business day next
preceding the date of mailing of such notice.



OBLIGATIONHOLDERS” REMEDIES ... The Ordinances do not establish specific cvents of default with respect to the
Obligations. Under State law there is no right to the acceleration of maturity of the Obligations upon the failure of the City to
observe any covenant under the respective Ordinance. Although a registered owner of Obligations could presumably obtain a
Jjudgment against the City if a default occurred in the payment of principal of or interest on any such Obligations, such judgment
could not be satisfied by execution against any property of the City. Such registered owner’s only practical remedy, if a default
occurs, is a mandamus or mandatory injunction proceeding to compel the City to levy. assess and collect an annual ad valorem
tax sufficient to pay principal of and interest on the Obligations 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
Ordinances do not provide for the appointment of a trustee to represent the interests of the bondholders upon any failure of the
City to perform in accordance with the terms of the Ordinances. or upon any other condition. Furthermore. the City is eligible to
seek relief from its creditors under Chapter 9 of the U.S. Bankruptcy Code. Although Chapter 9 provides for the recognition of a
security interest represented by a specifically pledged source of revenues, the pledge of taxes in support of a general obligation
of a bankrupt entity is not specifically recognized as a security interest under Chapter 9. Chapter 9 also includes an automatic
stay provision that would prohibit, without Bankruptcy Court approval, the prosecution of any other legal action by creditors or
bondholders of an entity which has sought protection under Chapter 9. Therefore, should the City avail itself of Chapter 9
protection from creditors, the ability to enforce would be subject to the approval of the Bankruptcy Court (which could require
that the action be heard in Bankruptey 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 opinion of Bond Counsel
will note that all opinions relative to the enforceability of the Ordinance and the Obligations are qualified with respect to the
customary rights of debtors relative to their creditors.



MUNICIPAL BOND INSURANCE

The information contained or referred to in this Official Statement relating to the Insurer and the Policy has been provided by
the Insurer. Such information has not been independently verified by the City or the Underwriter and is not guaranteed as to
completeness or accuracy by the City or the Purchaser and is not to be construed as a representation of the City or the
Underwriter. Reference is made to the specimen of the Policy attached hereto.

Concurrently with the issuance of the Obligations, Financial Guaranty Insurance Company (“Financial Guaranty” or “Insurer”)
will issue its Municipal Bond New Issue Insurance Policy for the Obligations (the “Policy”). The Policy unconditionally
guarantees the payment of that portion of the principal of and interest on the Obligations which has become due for payment,
but shall be unpaid by reason of nonpayment by the Purchaser of the Obligations. Financial Guaranty will make such payments
to State Street Bank and Trust Company, N.A., or its successor as its agent (the “Fiscal Agent”), on the later of the date on
which such principal and interest is due or on the business day next following the day on which Financial Guaranty shall have
received telephonic or telegraphic notice, subsequently confirmed in writing, or written notice by registered or certified mail,
from an owner of Obligations or the Paying Agent of the nonpayment of such amount by the City. The Fiscal Agent will
disburse such amount due on any Obligation to its owner upon receipt by the Fiscal Agent of evidence satisfactory to the Fiscal
Agent of the owner's right to receive payment of the principal and interest due for payment and evidence, including any
appropriate instruments of assignment, that all of such owner's rights to payment of such principal and interest shall be vested in
Financial Guaranty. The term “nonpayment” in respect of an Obligation includes any payment of principal or interest made to
an owner of an Obligation which has been recovered from such owner pursuant to the United States Bankruptcy Code by a
trustee in bankruptcy in accordance with a final, nonappealable order of a court having competent jurisdiction.

The Policy is non-cancellable and the premium will be fully paid at the time of delivery of the Obligations. The Policy covers
failure to pay principal of the Obligations on their respective stated maturity dates or dates on which the same shall have been
duly called for mandatory sinking fund redemption, and not on any other date on which the Obligations may have been
otherwise called for redemption, accelerated or advanced in maturity, and covers the failure to pay an installment of interest on
the stated date for its payment.

This Official Statement contains a section regarding the ratings assigned to the Obligations and references should be made to
such section for a discussion of such ratings and the basis for their assignment to the Obligations. Reference should be made to
the description of the City and the Obligations for a discussion of the ratings, if any, assigned to such entity's outstanding parity
debt that is not secured by credit enhancement.

The Policy is not covered by the Property/Casualty Insurance Security Fund specified in Article 76 of the New York Insurance
Law.

Financial Guaranty is a wholly-owned subsidiary of FGIC Corporation (the “Corporation”), a Delaware holding company. The
Corporation is a subsidiary of General Electric Capital Corporation (“GE Capital”). Neither the Corporation nor GE Capital is
obligated to pay the debts of or the claims against Financial Guaranty. Financial Guaranty is a monoline financial guaranty
insurer domiciled in the State of New York and subject to regulation by the State of New York Insurance Department. As of
March 31. 1999, the total capital and surplus of Financial Guaranty was $1,274,619,558. Financial Guaranty prepares financial
statements on the basis of both statutory accounting principles and generally accepted accounting principles. Copies of such
financial statements may be obtained by writing to Financial Guaranty at 115 Broadway, New York, New York 10006,
Attention: Communications Department (telephone number: (212) 312-3000) or to the New York State Insurance Department at
25 Beaver Street, New York, New York 10004-2319, Attention: Financial Condition Property/ Casualty Bureau (telephone
number: (212) 480-5187).

Year 2000 Readiness Disclosure. Financial Guaranty is aware of the potential disruptive effect of the Year 2000 problem and
recognizes that it is possible that an issuer may be unable to make timely payment of debt service due to Year 2000 problems.
Financial Guaranty is surveying selected issuers, trustees and paying agent to assess their Year 2000 readiness. Financial
Guaranty believes that it has adequate sources of liquidity to cover any payments occasioned by an issuer's inability to make
timely payment of debt service due to Year 2000 problems.

Commencing in early 1998, Financial Guaranty implemented an action plan to make its computer systems and applications

Year 2000 ready. The target date for Year 2000 system readiness varies by system. Financial Guaranty's goal is to be Year
2000 ready for all systems and applications by mid-1999.
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TAX INFORMATION

AD VALOREM TAX LAw . .. The appraisal of property within the City is the responsibility of the Mcl.ennan County Appraisal
District (the “Appraisal District™). Excluding agricultural and open-space land, which may be taxed on the basis of productive
capacity. the Appraisal District is required under the Property Tax Code to appraise all property within the Appraisal District on the
basis of 100% of its market value and is prohibited from applying any assessment ratios. In determining market value of property,
different methods of appraisal may be used, including the cost method of appraisal. the income method of appraisal and market data
comparison method of appraisal, and the method considered most appropriate by the chief appraiser is to be used. State law further limits
the appraised value of a residence homestead for a tax year to an amount not to exceed the less of (1) the market value of the property. or
(2) the sum of (a) 10% of the appraised value of the property for the last year in which the property was appraised for taxation times the
number of years since the property was last appraised. plus (b) the appraised value of the property for the last year in which the property
was appraised plus (c) the market value of all new improvements to the property. The value placed upon property within the Appraisal
District is subject to review by an Appraisal Review Board, consisting of three members appointed by the Board of Directors of the
Appraisal District. The Appraisal District is required to review the value of property within the Appraisal District at least every three
years. The City may require annual review at its own expense. and is entitled to challenge the determination of appraised value of
property within the City by petition filed with the Appraisal Review Board.

Reference is made to the V.T.C.A., Property Tax Code, for identification of property subject to taxation: property exempt or which
may be exempted from taxation. if claimed: the appraisal of property for ad valorem taxation purposes; and the procedures and
limitations applicable to the levy and collection of ad valorem taxes.

Article VIII of the State Constitution (“Article VIII™) and State law provide for certain exemptions from property taxes, the valuation
of agricultural and open-space lands at productivity value, and the exemption of certain personal property from ad valorem taxation.

Under Section 1-b, Article VII. and State law. the governing body of a political 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: (2) An exemption of up to 20% of the market value
of residence homesteads. The minimum exemption under this provision is $5.000.

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 obligation of the contract by which the debt was created.

State law and Section 2, Article VIII, 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 cither real or personal
property with the amount of assessed valuation exempted ranging from $5.000 to a maximum of $12.000.

Article VIII provides that cligible owners of both agricultural land (Section 1-d) and open-space land (Section 1-d-1), including
open-space land devoted to farm or ranch purposes or open-space land devoted to timber production. may elect to have such property
appraised for property taxation on the basis of its productive capacity. The same land may not be qualified under both Section 1-d
and 1-d-1.

Nonbusiness personal property. such as automobiles or light trucks, are exempt from ad valorem taxation unless the governing body
of a political subdivision clects to tax this property. Boats owned as nonbusiness property are exempt from ad valorem taxation.

Article VIL, Section 1-j. provides for “freeport property™ to be exempted from ad valorem taxation. Freeport property s defined as
goods detained in Texas for 175 days or less for the purpose of assembly. storage, manufacturing, processing or fabrication.
Decisions to continue to tax may be reversed in the future; decisions to exempt freeport property are not subject to reversal.

The City and the other taxing bodics within its territory may agree 1o jointly create tax increment financing zones, under which the
tax values on property in the zone are “frozen™ at the value of the property at the time of creation of the zone. The City also may
enter nto tax abatement agreements to encourage cconomic development.  Under the agreements, a property owner agrees 1o
construct certain improvements on its property. The City in turn agrees not to levy a tax on all or part of the increased value
attributable to the improvements until the expiration of the agreement. The abatement agreement could last for a period of up to 10
years.

EFFECTIVE TAX RATE AND ROLLBACK TAX RATE . . . By cach September 1 or as soon thereafter as practicable, the City
Council 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.

Under the Property Tax Code, the City must annually calculate and publicize 1ts “effective tax rate™ and “rollback tax rate”. The
City Council may not adopt a tax rate that exceeds the effective tax rate by more than 103% until it has held a public hearing on
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the proposed increase following notice to the taxpayers and otherwise complied with the Property Tax Code. If the adopted tax
rate exceeds 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 current 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 taxable 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 (unadjusted)
divided by the anticipated tax collection rate.

The Property Tax Code provides that certain cities and counties in the State may submit a proposition to the voters to authorize
an additional one-half cent sales tax on retail sales of taxable items. If the additional tax is levied, the effective tax rate and the
rollback tax rate calculations are required to be offset by the revenue that will be generated by the sales tax in the current year.

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

PROPERTY ASSESSMENT AND TAX PAYMENT . . . Property within the City is generally assessed as of January 1 of each year.
Business inventory may, at the option of the taxpayer, be assessed as of September 1. Oil and gas reserves are assessed on the
basis of a valuation process which uses an average of the daily price of oil and gas for the prior year. Taxes become due October
1 of the same year, and become delinquent on February 1 of the following year. Taxpayers 65 years old or older are permitted
by State law to pay taxes on homesteads in four installments with the first due on February 1 of each year and the final
installment due on August 1.

PENALTIES AND INTEREST . . . Charges for penalty and interest on the unpaid balance of delinquent taxes are made as follows:

Cumulative Cumulative

Month Penalty Interest Total
February 6% 1% 7%
March 7 2 9
April 8 3 11
May 9 4 13
June 10 5 15
July 12 6 18

After July, penalty remains at 12%, and interest increases at the rate of 1% each month. In addition, if an account is delinquent
in July, a 15% attorney's collection fee is added to the total tax penalty and interest charge. Under certain circumstances, taxes
which become delinquent on the homestead of a taxpayer 65 years old or older incur a penalty of 8% per annum with no
additional penalties or interest assessed. In general, property subject to the City's lien may be sold, in whole or in parcels,
pursuant to court order to collect the amounts due. Federal law does not allow for the collection of penalty and interest against
an estate in bankruptcy. Federal bankruptcy law provides that an automatic stay of action by creditors and other entities,
including governmental units, goes into effect with the filing of any petition in bankruptcy. The automatic stay prevents
governmental units from foreclosing on property and prevents liens for post-petition taxes from attaching to property and
obtaining secured creditor status unless, in either case, an order lifting the stay is obtained from the bankruptcy court. In many
cases post-petition taxes are paid as an administrative expense of the estate in bankruptcy or by order of the bankruptcy court.

CITY APPLICATION OF TAX CODE . . . The City grants an exemption to the market value of the residence homestead of persons
65 years of age or older of $7,500; the disabled are also granted an exemption of $7,500.

The City has not granted any part of the additional exemption of up to 20% of the market value of residence homesteads, which
is permitted on a local-option basis.

See Table 1 for a listing of the amounts of the exemptions described above.

Ad valorem taxes are not levied by the City against the exempt value of residence homesteads for the payment of debt.
The City does not tax nonbusiness personal property; and the McLennan County Tax Office collects taxes for the City.
The City does not permit split payments of taxes, and discounts for the early payment of taxes are not allowed.

The City does not tax freeport property.

The City does not collect the additional one-half cent sales tax for reduction of ad valorem taxes.

The City has not adopted a tax abatement policy.



TABLE 1 - VALUATION, EXEMPTIONS AND GENERAL OBLIGATION DEBT

1998/99 Market Valuation Established by McLennan County Appraisal District
(excluding totally exempt property) $ 156,864,637

Less Exemptions/Reductions at 100% Market Value:

Over-65 or Disabled Homestead Exemptions $  4.868.864

Disabled or Deceased Veteran's Survivor(s) Exemptions 1,152,755

Agricultural Use Reductions 559,157

Value lost to 10% Per Year Cap on Residential Homesteads 66,069 6.646.845
1998/99 Taxable Assessed Valuation " $ 150.217.792

General Obligation Debt Payable from Ad Valorem Taxes (as of 8/1/99)%

The Certificates $  2.020.000

The Bonds 820,000
General Obligation Debt Payable from Ad Valorem Taxes $  2.840.000
General Obligation Interest and Sinking Fund as of 6/30/99 $129.315
Ratio General Obligation Tax Debt to Taxable Assessed Valuation 1.89%

1999 Estimated Population - 8,650
Per Capita Taxable Assessed Valuation - $17.366
Per Capita General Obligation Debt Payable from Ad Valorem Taxes - $328

(1) The City’s preliminary tax year 1999 taxable assessed vatuation is $153.578.503 as provided by the McLennan County
Appraisal District.
(2) Excludes the Refunded Certiticates.



TABLE 2 - TAXABLE ASSESSED VALUATIONS BY CATEGORY

Taxable Appraised Vaue for Fiscal Year Ended September 30,

1999 1998 1997
% of % of % of
Category Amount Total Amount Total Amount Total
Real, Residential, Single-Family $ 61,511,177 3921% $ 58,382,686 37.77% $ 56,673,328 37.90%
Real, Residential, Multi-Family 5,903,385 3.76% 5,800,133 3.75% 4,821,371 3.22%
Real, Vacant Lots/Tracts 4,053,643 2.58% 3,942,969 2.55% 3,076,869 2.06%
Real : Qualified Ag Land 1,595,863 1.02% 1,579,811 1.02% 1,672,492 1.12%
Real, Farm and Ranch Improvements 1,573,182 1.00% 1,589,031 1.03% 1,688,723 1.13%
Real, Commercial and Industrial 37,179,088 23.70% 37,480,440 24.25% 37,861,811 25.32%
Real & Tangible Personal; Utilities 12,364,804 7.88% 12,942,909 8.37% 11,606,644 7.76%
Personal; Commercial 28,688,716 18.29% 29,586,448 19.14% 29,263,270 19.57%
Personal; Industrial 471,750 0.30% 450,030 0.29% 385,475 0.26%
Mobile Homes 3,523,029 2.25% 2,826,479 0.01828 2,472,604 1.65%
Total Appraised Value Before Exemptions $ 156,864,637 100.00% $ 154,580,936 100.00% $ 149,522,587 100.00%
Less: Total Exemptions/Reductions 6,646,845 6,585,711 6,441,452
Taxable Assessed Value $ 150,217,792 $ 147,995,225 $ 143,081,135

Taxable Appraised Value for Fiscal Year Ended September 30,

1996 1995
% of % of
Category Amount Total Amount Total
Real, Residential, Single-Family $ 56,104,805 3892% $ 54,947,966 41.81%
Real, Residential, Multi-Family 4,756,046 3.30% 4,739,889 3.61%
Real. Vacant Lots/Tracts 3,301,534 2.29% 3,251,616 2.47%
Real : Qualified Ag Land 1,633,884 1.13% 2,211,475 1.68%
Real, Farm and Ranch Improvements 1,617,540 1.12% 1,521,786 1.16%
Real, Commercial and Industrial 36,464,839 25.29% 27,000,452 20.54%
Real & Tangible Personal; Utilities 11,120,404 7.711% 10,840,064 8.25%
Personal; Commercial 26,609,767 18.46% 23,347,672 17.76%
Personal; Industrial 282,230 0.20% 1,518,840 1.16%
Mobile Homes 2,278,385 1.58% 2,058,104 1.57%
Total Appraised Value Before Exemptions  $ 144,169,434  100.00% $ 131,437,864 100.00%
Less: Total Exemptions/Reductions 5,629,417 5,613,569

Taxable Assessed Value

$ 138,540,017

$ 125,824,295

NOTE: Valuations shown are certified taxable assessed values reported by the McLennan County Appraisal District to the State
Comptroller of Public Accounts. Certified values are subject to change throughout the year as contested values are resolved and

the Appraisal District updates records.

(1) The City’s preliminary tax year 1999 taxable assessed valuation is $153,578,503 as provided by the McLennan County

Appraisal District.



TABLE3 - VALUATION AND GENERAL OBLIGATION DEBT HISTORY

G.0. Ratio of

Fiscal Taxable Tax Debt G.O. Tax Debt  G.O. Tax
Year Taxable Assessed Outstanding to Taxable Debt
Ended Estimated Assessed Valuation at End Assessed Per

9/30 Population’” Valuation™ Per Capita of Year Valuation Capita
1995 8.350 $ 125.824.295 $ 15069 § 1.600.000 1.27%  § 192
1996 8.460 138,540,017 16,376 1.405.000 1.01% 166
1997 8.500 143,081,135 16.833 1,195,000 0.84% 141
1998 8.550 147.995,225 17.309 995,000 0.67% 116
1999 8.650 150.217.792 " 17.366 2.840.000 ¥ 1.89% 328 W

(1) Source: City officials.

(2) As reported by the MclLennan County Appraisal District on the City's annual State property tax reports: subject to change
during the ensuing year.

(3) The City’s preliminary tax year 1999 taxable assessed valuation is $153,578.503 as provided by the McLennan County
Appraisal District.

(4) Projected: includes the Obligations. excludes the Refunded Certificates.

TABLE 4 - TAX RATE, LEVY AND COLLECTION HISTORY

Fiscal Interest

Year and

Ended Tax General Sinking %% Current % Total
9/30 Rate Fund Fund "' Tax Levy Collections Collections
1995 $ 0.3705 $ 0.2781 $ 0.0924 $ 466,171 96.47% 103.35%
1996 0.3674 0.2876 0.0798 509,066 96.33% 101.10%
1997 0.3705 0.2816 0.0889 530,139 96.68% 101.53%
1998 0.3711 0.3007 0.0704 549,149 96.99% 100.87%
1999 0.3651 0.2956 0.0695 548.589 93.02% " 95.00%

(1) Collections for part ycar only. through May. 1999.

TABLES - TEN LARGEST TAXPAYERS

1998/99 % ot Total
Taxable Taxable
Assessed Assessed
Name of Taxpayer Nature of Property Valuation Valuation
Wal-Mart Stores. Inc Department Store $ 16,556,400 11.02 %
Sam's Club East, Inc. Department Store 5.584.970 3.72
Southwestern Bell Telephone Co. Telephone Hiility 5.327.700 3.55
Butt H. E. Grocery Co. Grocery Store 3.781,028 252
James E. Mogavero Trustee Real Property 3.001.499 2.00
Albertson's Inc. " Grocery Store 2.330.962 1.55
FSF Eagle Crest Associates Real Estate/Apartments 2.290.573 1.52
Texas Utilities Electric Co. Electric Utility 2,257,440 1.50
TBA Associates [P Real Property 2,014,057 1.34
American Bank N.A. Bank 1,450,894 0.97
$ 44595523 29.69 %

(1) Albertson’s grocery store closed several years ago. 'The property and building have remained on the tax roll: however, prior
to January 1, 1999, a church bought the facility, and this property will now be totally exempt from property taxes.



GENERAL OBLIGATION DEBT LIMITATION . . . No general obligation debt limitation is imposed on the City under current State
law or the City's Home Rule Charter (see “Tax Rate Limitation”).

TABLE 6 - ESTIMATED OVERLAPPING DEBT

Expenditures of the various taxing entities within the territory of the City are paid out of ad valorem taxes levied by such entities
on properties within the City. Such entities are independent of the City and may incur borrowings to finance their expenditures.
This statement of direct and estimated overlapping ad valorem tax bonds (“Tax Debt”) was developed from information
contained in “Texas Municipal Reports” published by the Municipal Advisory Council of Texas. Except for the amounts
relating to the City, the City 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 may have issued
additional bonds since the date hereof, and such entities may have programs requiring the issuance of substantial amounts of
additional bonds, the amount of which cannot be determined. The following table reflects the estimated share of overlapping
Tax Debt of the City.

Town's

1998/99 Total Overlapping Authorized

Taxable 1998/99 G.O. Tax Estimated G.O. But Unissued

Assessed Tax Debt % Tax Debt Debt As Of
Taxing Jurisdiction Value Rate As of 8/1/99 Applicable  As of 8/1/99 8/1/99
City of Bellmead $ 150,217,792 $03651 § 2840000 100.00% $ 2,840,000 § 0
Connally ISD 220,569,294 1.4664 5,607,153 6.98% 391,379 0
La Vega ISD 270,864,245 1.5059 169,987 50.86% 86,455 0
McLennan County 4,980,529,896 0.4009 27,665,000 2.94% 813,351 0
McLennan County Junior College District 5,166,705,556 0.0892 0 2.94% 0 0
Total Direct and Overlapping G. O. Tax Debt $ 4,131,186
Ratio of Direct and Overlapping G. O. Tax Debt to Taxable Assessed Valuation 2.75%
Per Capita Direct and Overlapping G. O.Tax Debt $ 478

(1) Includes the Obligations and excludes the Refunded Certificates.
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DEBT INFORMATION

TABLE 7 - PRO-FORMA GENERAL OBLIGATION DEBT SERVICE REQUIREMENTS

Fiscal

Year Total % of

Ended Outstanding Debt " The Cenificates '’ The Bonds'” Outstanding  Principal

9/30 Principal Interest Total Principal Interest Total Principal Interest Total Debt Retired

1999  $205000 §$ 65665 $ 270665 § 270665

2000 $ 111,551 % 111551 $ 135000 $ 35740 170,740 282291

2001 102,970 102,970 140,000 27.398 167,398 270,368

2002 102970 102970 145,000 21304 166304 269,274

2003 102,970 102,970 150,000 14813 164813 267783  2545%

2004 102970 102970 160.000 7875 167.875 270.845

2005 $  80.000 101,070 181,070 90,000 2,138 92,138 273.208

2006 175,000 94 708 269,708 269.708

2007 185,000 85,528 270,528 270,528

2008 195,000 75,838 270,838 270838 54.52%

2009 200,000 65,865 265865 265,865

2010 215.000 55490 270,490 270,490

2011 225.000 44,434 269 434 269 434

2012 235,000 32,701 267701 267,701

2013 250,000 20,150 270150 270150 91 46%,

2014 260,000 6.825 2066825 266,825 100.00%
$ 205000 § 65665 % 270665 $2020000 $1.106038 $3126038 $ 820000 $ 109266 $ 929266 $ 4325970

(1) "Outstanding Debt”™ does not include the Refunded Certificates.

(2)  Average life of the issue - 10.702 years. Interest on the Certificates has been caleulated at the rate of 5.142% for purposes

of illustration.

(3) Average life of the issue - 2.986 vears. Interest on the Bonds has been calculated at the rate of 4.839% for purposes of

illustration.

TABLE 8 - INTEREST AND SINKING FUND BUDGET PROJECTION

Tax Supported Debt Service Requirements, Fiscal Year Ending 9/30/99 $ 270.665
Interest and Sinking Fund. 10/1/98 112,192

Interest and Sinking Fund Tax Levy i@ 95% Collection 99,264

Budgeted Transfers 15,000

Paid from Water Fund "’ 166,175

Estimated Investment Income 4,000 396.631
Estimated Balance, 9/30/99 $ 125.966

(1) Historically. the debt service for the 1986 Certificates of Obligation has been paid dircetly from the City's Water fund.

TABLE 9 - AUTHORIZED BUT UNISSUED GENERAL OBLIGATION BONDS

The City does not have any authorized but unissued general obligation debt.

ANTICIPATED ISSUANCE OF GENERAL OBLIGATION DEBT ... The City does not anticipate the issuance of additional general

obligation debt within the next 24 months.

TABLE 10 - OTHER OBLIGATIONS

The City has no unfunded debt outstanding as of July 15, 1999,

PENSION FUND . . . The City provides pension benefits for all of its full-time employces through the Texas Municipal Retirement
System (“TMRS™), a State-wide administered pension plan. The City makes annual contributions to the plan equal to the

amounts accrued for pension expense.  (For more detailed information concerning the retirement plan. see Appendix B,
“Excerpts from the City’s Annual Financial Report™ - Note #6.)

8]
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FINANCIAL INFORMATION
TABLE 11 - GENERAL FUND REVENUES AND EXPENDITURE HISTORY

Fiscal Year Ended September 30,

1998 1997 1996 1995 1994

Revenues:
Property Tax $ 448,118 $ 413,025 $ 402,508 $ 361,845 $ 344,124
Sales Tax 1,404,654 1,128,308 1,100,883 1,050,091 935,913
Hotel/Motel Tax 108,758 114,903 117,703 104,755 111,062
Intergovernmental 109,551 77,630 0 0 0
Grant Proceeds 0 0 14,588 0 0
Parks and Recreation Fees 69,329 62,097 74,701 48,277 60,337
Franchise Tax 370,751 368,528 349,301 331,341 324,530
Police Fines 266,463 270,640 220,941 202,249 198,192
Other Permits, Licenses and Fees 18,957 27,107 25,280 70,439 29,903
Interest 82,186 58,234 52,701 21,447 23,459
Miscellaneous 35,687 22,944 37,668 49911 37,857

Total Revenues $ 2,914,454 $ 2,543,416 $ 2,396,274 $ 2,240,355 $ 2,065,377
Expenditures:
General Government $ 656,044 $ 556,898 $ 677,497 $ 557,657 $ 524,448
Public Safety 1,057,276 1,020,278 1,267,383 830,414 794,358
Public Works 481,574 426,270 470,474 427,471 370,193
Culture and Recreation 330,078 284,828 154,725 167,064 142,347

Total Expenditures $ 2,524972 $ 2,288,274 $ 2,570,079 $ 1,982,606 $ 1,831,346

Excess (Deficiency) of Revenues over Expenditures  $ 389,482 $ 255,142 $ (173,805) $ 257,749 $ 234,031

Operating Transfers In $ 44915 $ 40,000 $ 44822 $ 0 $ 79,937
Operating Transfers (Out) (10,000) (10,000) (9,840) (5,000) (38,000)
Total Other Financing Sources (Uses) 34915 30,000 34,982 (5,000) 41,937
Excess of Revenues and Other Sources Over (Under)

Expenditures and Other Sources $ 424397 $ 285,142 $ (138,823) $ 252,749 $ 275,968
Beginning Fund Balance $1,185980 $ 900,838  $1,039661 $ 786912 U § 427684
Ending Fund Balance $1,610377 ¥ §1,185980  $ 900,838  $ 1,039,661 $ 703,652

(1) Change in general fund balance was due to the implementation of a change in GASB accounting principles.
(2) For the fiscal year ending September 30, 1999, the City anticipates that the general fund balance will be drawn down by
approximately $300,000, primarily as a result of the purchase of a fire truck during the year.
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TABLE 12 - MUNICIPAL SALES TaX HISTORY

The City has adopted the Municipal Sales and Use Tax Act, VATCS, Tax Code. Chapter 321, which grants the City the power to
impose and levy a 1% Local Sales and Use Tax within the City: the proceeds are credited to the General Fund and are not pledged to
the payment of the Obligations. Collections and enforcements are cftected through the offices of the Comptroller of Public
Accounts, State of Texas. who remits the proceeds of the tax, after deduction of a 2% service fee. to the City monthly. In May. 1993,
the voters of the City approved the imposition of an additional sales and use tax of one-half of one percent (V4 of 1%) for economic
development. Collection for the additienal tax went into cffect in October, 1993, The sales tax for cconomic development is
collected solely for the benefit of Bellmead Economic Development Corporation (the “Corporation™). and may be pledged to secure
payment of sales tax revenue bonds issued by the Corporation.

Fiscal Equivalent

Year Yo of of

Ended Total Ad Valorem  Ad Valorem Per
9/30 Collected " Tax Levy Tax Rate Capita ™
1995 $ 1.050.091 225.26% $ 0.8346 $ 12576
1996 1.100.883 216.26% 0.7946 130.13
1997 1,128,308 212.83% 0.7886 132.74
1998 1,404,654 255.79% 0.9491 164.29
1999 966,114 176.11% 0.6431 111.69

(1) Excludes the sales tax for cconomic development.

(2)  While the Comptroller of Public Accounts. who collects sales taxes for the City. does not report on individual taxpayers, the
City beliceves that approximately 50% of the sales tax collections are derived from Wal-Mart and Sam’s Club.

(3) Based on population estimates of City of Bellmead ofticials.

(4) Includes an adjustment duc to a business that had been incorrectly paying sales tax to the City of Waco.

(5) Partial collections through June. 1999.

The sales tax breakdown for the City is as follows:

County Tax

F.conomic Development
City Sales & Use Tax
State Sales & Use Tax
Total

FINANCIAL POLICIES

Basis of Accounting . . All governmental funds and ageney funds are accounted for using the modified accrual basis of
accounting. Under the modified accrual basis of accounting, revenues are recorded when they become measurable and available
to pay liabilities of the current period. Revenues not considered available are recorded as deferred revenuces. Expenditures are
recorded when the liability is incurred except for (1) interest on general long-term obligations, which is recorded when due. and
(2) the noncurrent portion of accrued vacation and sick leave. which is recorded in the general long-term debt account group.

In applying the susceptible-to-accrual concept to intergovernmental revenues, there are essentially two types of revenues. In
one, moneys must be expended on the specific purpose or project before any amounts will be paid to the City: therefore,
revenues are recognized based upon the expenditures incurred. In the other, moneys are virtually unrestricted and are usually
revocable only for failure to comply with prescribed compliance requirements. These resources are reflected as revenues at the
time of receipt or earlier if the susceptible-to-accrual criteria are met.

Property taxes and sales taxes are susceptible to accrual and are recognized as revenue provided they are collected within 60 days
after year-end. Special assessments are recorded as revenue within 60 days after year-end. Special assessments are recorded as
revenue in the year the individual installments are due. Licenses and permits. fines and forfeitures, and miscellancous revenues
are recorded as revenues when received in cash because they are generally not measurable until actually received. Investment
carnings are recorded as carned.

All proprietary funds are accounted for using the accrual basis of accounting.  Their revenues are recognized when they are
carned. and their expenses are recognized when they are incurred. Unbilled service revenue is accrued in the proprictary funds.



Basis of Presentation - Fund Accounting . . . The operations of the City are recorded in the following fund types and account
groups.

Governmental Fund Types - Governmental funds are used to account for the City’s expendable financial resources and
related liabilities (except those accounted for in proprietary funds). The measurement focus is upon determination of
changes in financial position. The following are the City’s 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.

Special Revenue Fund - The special revenue fund is used to account for the proceeds of specific revenue sources (other
than special assessments, expendable trusts, or major capital projects) that are legally restricted to specified purposes.
In addition, the financial activity of the Bellmead Development Corporation is a blended component unit of the City
and is reflected in this fund.

Debt Service Fund - The 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.

Proprietary Fund Type - Proprietary funds are used to account for activities that are similar to those often found in the
private sector. The measurement focus is upon determination of net income and capital maintenance. The City does
not apply all applicable Financial Accounting Standards Board (FASB) pronouncements in accounting and reporting
issued subsequent to November 30, 1989 for its proprietary operations. Following is the City’s proprietary fund type.

Enterprise fund - The enterprise fund is used to account for operations that are financed and operated in a manner
similar to private enterprises, where the intent of the governing body is that the costs (expenses, including
depreciation) of providing goods or services to the general public on a continuing basis be financed or recovered
primarily through user charges.

Budgets and Budgetary Accounting . . . The City follows these procedures in establishing the budgetary data reflected in the
financial statements.

e  Prior to the beginning of each fiscal year, the City Manager submits to the City Council a proposed budget in accordance
with generally accepted accounting principles for the fiscal year beginning on the following October 1. The operating
budget includes proposed expenditures and the means of financing those expenditures.

e Public hearings are conducted at which all interested persons’ comments concerning the budget are heard.

e  The budget is legally enacted by the City Council. Budgetary control is maintained at the fund level.

e  Budget revisions are made during the year.

e  Formal budgetary integration is employed for the general fund and the debt service fund.

e Actual expenditures and operating transfers out may not legally exceed budget appropriations at the individual fund level.
e  Appropriations lapse at the close of the fiscal year to the extent that they have not been expended or encumbered.
INVESTMENTS

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

LLEGAL INVESTMENTS . . . Under Texas law, the City 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 of and interest on 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 states, agencies, counties, cities, and other political subdivisions of any state rated as to
investment quality by a nationally recognized investment rating firm not less than A or its equivalent, (6) certificates of deposit that
are guaranteed or insured by the Federal Deposit Insurance Corporation or are secured as to principal by obligations described in the
preceding clauses or in any other manner and amount provided by law for City deposits, (7) certificates of deposit and share
certificates issued by a state or federal credit union domiciled in the State of Texas that are guaranteed or insured by the Federal
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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 (3) or in any other manner and amount provided by law for City deposits, (8) fully collateralized
repurchase agreements that have a defined termination date, are fully secured by obligations described in clause (1), and are placed
through a primary government securities dealer or a financial institution doing business in the State of Texas, (9) bankers’
acceptances with the remaining term of 270 days or less. if the short-term obligations of the accepting bank or its parent arc rated at
least A-1 or P-1 or the equivalent by at least one nationally recognized credit rating agency, (10) commercial paper that is rated at
least A-1 or P-1 or the equivalent by either (a) two nationally recognized credit rating agencics or (b) one nationally recognized credit
rating agency if the paper is fully secured by an irrevocable letter of credit issued by a U.S. or state bank. (11) no-load money market
mutual funds regulated by the Sccurities 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 cach share, and (12) no-
load mutual funds registered with the Securitics and Exchange Commission that: have an average weighted maturity of less than two
years; invests exclusively in obligations described in the preceding clauses: and are continuously rated as to investment quality by at
least one nationally recognized investment rating firm of not less than AAA or its equivalent. Beginning on September 1, 1999
governmental units in Texas will be authorized to invest in bonds issued. assumed. or guaranteed by the State of Israel.

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

¢
)

INVESTMENT POLICIES . .. Under Texas law, the City is required to invest its funds under written investment policics 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 City funds. maximum allowable stated maturity of any
individual investment and the maximum average dollar-weighted maturity allowed for pooled fund groups. All City funds must be
invested consistent with a formally adopted “Investment Stratepy Statement”™ that specifically addresses each funds’ investment.
Each Investment Strategy Statement will describe its objectives concerning: (1) suitability of investment type, (2) preservation and
safety of principal. (3) liquidity. (4) marketability of cach investment, (5) diversification of the portfolio. and (6) yield.

Under Texas law. City investments must be made “with judgment and care. under prevailing circumstances, that a person of
prudence, discretion. and intelligence would exercise in the management of the person’s own affairs. not for speculation, but for
investment, considering the probable safety of capital and the probable income to be derived.™ At least quarterly the investment
officers of the City shall submit an investment report detailing: (1) the investment position of the City, (2) that all investment officers
Jointly prepared and signed the report, (3) the beginning market value. any additions and changes to market value and the ending
value of each pooled fund group. (4) the book value and market value of cach separately listed asset at the beginning and end of the
reporting period. (5) the maturity date of cach separately invested asset, (6) the account or fund or pooled fund group for which cach
individual investment was acquired. and (7) the compliance of the investment portfolio as it relates to: (a) adopted investment
strategy statements and (b) state law. No person may invest City funds without express written authority from the City Council.

ADDITIONAL PROVISIONS ... Under Texas law the City is additionally required to: (1) annually review its adopted policies and
strategics; (2) require any investment officers” with personal business relationships or relatives with firms seeking (o sell securities to
the entity to disclose the relationship and file a statement with the Texas Ethies Commission and the City Council: (3) require the
registered principal of firms sceking to sell sceurities to the City to: (a) receive and review the City’s investment policy, (b)
acknowledge that reasonable controls and procedures have been implemented to preclude imprudent investment activities, and (c¢)
deliver a written statement attesting to these requirements: (4) perform an annual audit of the management controls on investments
and adherence to the City’s investment policy: (5) provide specitic investment training for the Treasurer, Chief Financial Officer and
investment officers: (6) 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; (7) restrict the investment in mutual
funds in the aggregate to no morce than 80% of the City'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: and (8) require local government investment pools to conform to
the new disclosure, rating, net asset value, yield calculation, and advisory board requirements. Beginning September 1, 1999, the
80% limitation on investment in mutual funds in the aggregate will be removed. However, the restriction on investment of any
portion of bond procceds, reserves, and funds held for debt service, and of more than 15% of the entity's monthly average fund
balance, excluding bond proceeds and reserves and other tunds held for debt service, will continue in force.
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TABLE 13 - CURRENT INVESTMENTS

As of June 30, 1999, the City’s investable funds were invested in the following categories:

% of
Description Portfolio Book Value Market Value
Certificates of Deposit 7220% $ 1,254,478 $ 1,285,672
TexPool 27.80% 483,022 483,022
Total 100.00% § 1,737,500 $ 1,768,694

As of such date, 100% of the City’s investment portfolio will mature within twelve months. The market value of the investment
portfolio was approximately 101.8% of its purchase price.

TexPool is a local government investment pool under the control of the Texas Comptroller of Public Accounts. The
Comptroller has engaged Chase Bank of Texas, and its affiliates, to provide investment management and fund accounting
services for TexPool. First Southwest Asset Management, Inc., an affiliate of First Southwest Company, provides customer
service and marketing for the pool. TexPool currently maintains a AAAm rating from Standard & Poor's. The pool's investment
objectives include achieving a stable net asset value of $1.00 per share. Daily investment or redemption of funds is allowed by
the participants.
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TAX MATTERS

OPINION . .. On the date of initial delivery of the Obligations, McCall. Parkhurst & Horton L.L.P.. Dallas, Texas. Bond Counsel,
will render their opinions that, in accordance with statutes, regulations, published rulings and court decisions existing on the date
thereof, (1) interest on each series of the Obligations will be excludable from the “gross income™ of the holders thereof and (2)
cach series of the Obligations will not be treated as “specified private activity bonds™ the interest on which would be included as
an alternative minimum tax preference item under section 57(a)(5) of the Internal Revenue Code of 1986 (the “Code™). Except
as stated above, Bond Counsel will express no opinion as to any other federal. state or local tax consequences of the purchase,
ownership or disposition of the Obligations. See Appendix C - Form of Bond Counsel's Opinion.

[n rendering their opinions, Bond Counsel will rely upon (a) the City's no-arbitrage certificate, and (b) covenants of the City with
respect to arbitrage. the application of the proceeds to be received from the issuance and sale of the Obligations and certain other
matters. Failure of the City to comply with these representations or covenants could cause the interest on the Obligations to
become includable in gross income retroactively to the date of issuance of the Obligations.

The law upon which Bond Counsel have based their opinions is subject to change by the Congress and to subscquent judicial
and administrative interpretation by the courts and the Department of the Treasury. There can be no assurance that such law or
the interpretation thereof will not be changed in a manner which would adversely atfect the tax treatment of the purchase,
ownership or disposition of the Obligations.

FEDERAL INCOME TAX ACCOUNTING TREATMENT OF ORIGINAL ISSUE DISCOUNT . .. The initial public offering price to be paid
for one or more maturities of the Obligations (the “Original Issue Discount Bonds™) may be less than the principal amount or the
maturity amount, as the case may be, thereof. or one or more periods for the payment of interest on the Obligations may not be
equal to the regular accrual period for the Obligations or be in excess of one year. In such event. the difference between (i) the
“stated redemption price at maturity” of cach Original Issue Discount Bond. and (ii) the initial offering price to the public of
such Original Issuc Discount Bond would constitute original issuc discount. The “stated redemption price at maturity” means
the sum of all payments to be made on the Obligations less the amount of all periodic interest payments.  Periodic interest
payments are payments which are made during equal accrual periods (or during any unequal period if it is the initial or final
period) and which are made during accrual periods which do not exceed one year.

Under existing law. any owner who has purchased an Original Issue Discount Bond in the initial public offering is entitled to
exclude from gross income (as defined in section 61 of the Code) an amount of income with respect to such Original Issuc
Discount Bond equal to that portion of the amount of such original issue discount allocable to the accrual period. For a
discussion of certain collateral federal tax consequences, see the discussion set forth below.

In the cvent of the redemption, sale or other taxable disposition of such Original Issue Discount Bond prior to stated maturity,
however. the amount realized by such owner in excess of the basis of such Original Issue Discount Bond in the hands of such
owner (adjusted upward by the portion of the original issue discount allocable to the period for which such Original Issue
Discount Bond was held by such initial owner) is includable in gross income.

Under existing law. the original issue discount on cach Original Issue Discount Bond is accrued daily to the stated maturity
thereof (in amounts calculated as described below for cach six-month period ending on the date before the semiannual
anniversary dates of the date of the Obligations and ratably within cach such six-month period) and the accrued amount is added
to an imtial owner's basis for such Original Issue Discount Bond for purposes of determining the amount of gain or loss
recognized by such owner upon the redemption, sale or other disposition thereof. The amount to be added to basis for cach
accrual period is cqual to (a) the sum of the issue price and the amount of original issue discount accrued in prior periods
multiplied by the yield to stated maturity (determined on the basis of compounding at the close of cach accrual period and
properly adjusted for the length of the accrual period) less (b) the amounts payable as current interest during such accrual period
on such Bond.

The federal income tax consequences of the purchase. ownership. redemption. sale or other disposition of Original Issuc
Discount Bonds which are not purchased in the initial offering at the initial offering price may be determined according to rules
which differ from those described above.  All owners of Original Issue Discount Bonds should consult their own tax advisors
with respect to the determination for federal, state and local income tax purposes of interest accrued upon redemption, sale or
other disposition of such Original Issue Discount Bonds and with respect to the federal, state, local and foreign tax consequences
of the purchase. ownership. redemption, sale or other disposition of such Original Issue Discount Bonds.

COLLATERAL FEDERAL INCOME TAX CONSEQUENCES . . . The following discussion is a summary of certain coltlateral federal
income tax consequences resulting from the purchase, ownership or disposition of the Obligations. This discusston is based on
existing statutes. regulations, published rulings and court decisions, all of which are subject to change or modification,
retroactively.
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The following discussion is applicable to investors, other than those who are subject to special provisions of the Code, such as
financial institutions, property and casualty insurance companies, life insurance companies, individual recipients of Social
Security or Railroad Retirement benefits, individuals allowed earned income credit, owners of an interest in a FASIT, certain S
corporations with Subchapter C earnings and profits and taxpayers who may be deemed to have incurred or continued
indebtedness to purchase tax-exempt obligations.

INVESTORS, INCLUDING THOSE WHO ARE SUBJECT TO SPECIAL PROVISIONS OF THE CODE, SHOULD
CONSULT THEIR OWN TAX ADVISORS AS TO THE TAX TREATMENT WHICH MAY BE ANTICIPATED TO
RESULT FROM THE PURCHASE, OWNERSHIP AND DISPOSITION OF TAX-EXEMPT OBLIGATIONS BEFORE
DETERMINING WHETHER TO PURCHASE THE OBLIGATIONS.

Interest on the Obligations will be includable as an adjustment for “adjusted current earnings™ to calculate the alternative
minimum tax imposed on corporations by section 55 of the Code. Section 55 of the Code imposes a tax equal to 20 percent for
corporations, or 26 percent for non corporate taxpayers (28 percent for taxable excess exceeding $175,000), of the taxpayer's
“alternative minimum taxable income,” if the amount of such alternative minimum tax is greater than the taxpayer's regular
income tax for the taxable year.

Interest on the Obligations may be subject to the “branch profits tax™ imposed by section 884 of the Code on the effectively-
connected earnings and profits of a foreign corporation doing business in the United States.

Under section 6012 of the Code, holders of tax-exempt obligations, such as the Obligations, may be required to disclose interest
received or accrued during each taxable year on their returns of federal income taxation.

Section 1276 of the Code provides for ordinary income tax treatment of gain recognized upon the disposition of a tax-exempt
obligation, such as the Obligations, if such obligation was acquired at a “market discount” and if the fixed maturity of such
obligation is equal to or exceeds, one year from the date of issue. Such treatment applies to “market discount bonds”™ to the
extent such gain does not exceed the accrued market discount of such Obligations, although for this purpose, a de minimis
amount of market discount is ignored. A “market discount bond” is one which is acquired by the holder at a purchase price
which is less than the stated redemption price or, in the case of a bond issued at an original issue discount, the “revised issue
price” (i.e.. the issue price plus accrued original issue discount). The “accrued market discount” is the amount which bears the
same ratio to the market discount as the number of days during which the holder holds the obligation bears to the number of days
between the acquisition date and the final maturity date.

STATE, LOCAL AND FOREIGN TAXES . . . Investors should consult their own tax advisors concerning the tax implications of the
purchase, ownership or disposition of the Obligations under applicable state or local laws. Foreign investors should also consult
their own tax advisors regarding the tax consequences unique to investors who are not United States persons.

QUALIFIED TAX-EXEMPT OBLIGATIONS FOR FINANCIAL INSTITUTIONS . .. Section 265(a) of the Code provides, in pertinent
part, that interest paid or incurred by a taxpayer, including a “financial institution.” on indebtedness incurred or continued to
purchase or carry tax-exempt obligations is not deductible by such taxpayer in determining taxable income. Section 265(b) of
the Code provides an exception to the disallowance of such deduction for any interest expense paid or incurred on indebtedness
of a taxpayer which is a “financial institution™ allocable to tax-exempt obligations, other than “specified private activity bonds,”
which are designated by a “qualified small issuer” as “qualified tax-exempt obligations.” A “qualified small issuer” is any
governmental issuer (together with any subordinate issuers) who issues no more than $10,000,000 of tax-exempt obligations
during the calendar year. Section 265(b)(5) of the Code defines the term “financial institution” as referring to any corporation
described in section 585(a)(2) of the Code, or any person accepting deposits from the public in the ordinary course of such
person's trade or business which is subject to federal or state supervision as a financial institution.

The City expects to designate the Obligations as “qualified tax-exempt obligations” within the meaning of section 265(b) of the
Code. In furtherance of that designation, the City will covenant to take such action which would assure or to refrain from such
action which would adversely affect the treatment of the Obligations as “qualified tax-exempt obligations.” Potential purchasers
should be aware that if the issue price to the public (or, in the case of discount Obligations, the amount payable at maturity)
exceeds $10,000,000, then such obligations might fail to satisfy the $10,000,000 limitation and the obligations would not be
“qualified tax-exempt obligations.”

CONTINUING DISCLOSURE OF INFORMATION

The offering of the Obligations qualifies for the Rule 15¢2-12(d)(2) exemption from Rule 15¢2-12(b)(5) regarding the City’s
continuing disclosure obligations because the City has not issued more than $10,000,000 in aggregate amount of outstanding
Obligations and no person subject to the Rule is committed by contract or other arrangement with respect to payment of the
Obligations. Pursuant to the exemption, the City in the Ordinances has made the following agreement for the benefit of the
holders and beneficial owners of the Obligations. The City is required to observe the agreement for so long as it remains
obligated to advance funds to pay the Obligations. Under the agreement, the City will be obligated to provide certain updated
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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.

ANNUAL INFORMATION. . . The City will provide certain financial information and operating data which is customarily prepared
by the City and is publicly available to any person upon request made to the City in writing; provided that the City reserves the
right at any time to commence making filings of such information with the Texas State Information Depository (the “SID™) in
lieu of providing such information to persons upon request. The information to be updated includes all quantitative financial
information and operating data with respect to the City of the general type included in this Official Statement under Tables
numbered | through 5 and 7 through 13 and in Appendix B. The City will update and provide this information within 6 months
after the end of cach fiscal year ending in or after 1999.

The City 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, if the City
commissions an audit and it is completed by the required time. [t audited financial statements are not available by the required
time, the City will provide unaudited financial statements by the required time and audited financial statements when and if such
audited financial statements become available. Any such financial statements will be prepared in accordance with the accounting
principles described in Appendix B or such other accounting principles as the City may be required to employ from time to time
pursuant to state law or regulation.

The City’s current fiscal year end is September 30, Accordingly, it must provide updated information by March 31 in cach year.
unless the City changes its fiscal year. If the City changes its fiscal year, it will notify cach nationally recognized municipal
securities information repository ("NRMSIR™) and the SID of the change.

The Municipal Advisory Council of Texas has been designated by the State of Texas and approved by the SEC staft as a
qualified SID. 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.

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

AVAILABILITY OF INFORMATION FROM NRMSIRS AND SID . . . The City has agreed to provide the foregoing information only
upon request to holders of the Obligations and to provide material event notices to the SID and to the NRMSIRs or the MSRB.
The information will be available to holders of Obligations 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.

Information agreed to be provided by the City on request may be obtained by contacting the City Secretary at 3015 Bellmead
Drive, Bellmead, Texas 76705, (254) 799-2436.

LIMITATIONS AND AMENDMENTS . .. The City has agreed to update information and to provide notices of material events only as
described above.  The City has not agreed to provide other information that may be relevant or material to a complete
presentation of its financial results of operations, condition, or prospects or agreed to update any information that is provided.
except as described above.  The City makes no representation or warranty concerning such information or concerning its
uscfulness to a decision to invest in or sell Obligations at any future date. The City disclaims any contractual or tort liability for
damages resulting in whole or in part from any breach of its continuing disclosure agreement or from any statement made
pursuant to its agreement, although holders of Obligations may scek a writ of mandamus to compet the City to comply with its
agreement.

The City may amend its continuing disclosure agreement from time to time to adapt to changed circumstances that arise from a
change 1n legal requirements, a change in law, or a change in the identity. nature, status, or type of operations of the City. if (i)
the agreement. as amended, would have permitted an underwriter to purchase or sell Obligations 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 (ii) cither (a) the holders of a majority in aggregate principal amount of the
outstanding Obligations consent to the amendment or (b) any person unaffiliated with the City (such as nationally recognized
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bond counsel) determines that the amendment will not materially impair the interests of the holders and beneficial owners of the
Obligations. The City may also amend or repeal the provisions of this continuing disclosure agreement if the SEC amends or
repeals the applicable provisions of the SEC Rule 15¢2-12 or a court of final jurisdiction enters judgment that such provisions of
the SEC Rule 15¢2-12 are invalid, but only if and to the extent that the provisions of this sentence would not prevent an
underwriter from lawfully purchasing or selling Obligations in the primary offering of the Obligations. If the City so amends the
agreement, it has agreed to include with the next financial information and operating data provided in accordance with its
agreement described above under “Annual Reports™ an explanation, in narrative form, of the reasons for the amendment and of
the impact of any change in the type of financial information and operating data so provided.

COMPLIANCE WITH PRIOR UNDERTAKINGS ... The City has not previously made a continuing disclosure agreement in
accordance with SEC Rule 15¢2-12.
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OTHER INFORMATION

RATINGS

The Obligations are rated "AAA”™ by Standard & Poor’s Ratings Service, a Division of the McGraw-Hill Companies, Inc.
(“S&P”) by virtue of an insurance policy to be issued by Financial Guaranty Insurance Company. The underlying rating for the
tax-supported debt of the City is rated "BBB+" by S&P. An explanation of the significance of such rating may be obtained from
the company furnishing the rating. The rating reflects only the respective view of such organization and the City makes no
representation as to the appropriateness of the rating. There is no assurance that such rating will continue for any given period of
time or that it will not be revised downward or withdrawn entirely by such rating company, if in the judgment of the company,
circumstances so warrant. Any such downward revision or withdrawal of such rating. may have an adverse effect on the market
price of the Obligations.

LITIGATION

It is the opinion of the City Attorney and City Staff that there is no pending litigation against the City that would have a material
adverse financial impact upon the City or its operations.

REGISTRATION AND QUALIFICATION OF OBLIGATIONS FOR SALE

The sale of the Obligations has not been registered under the Federal Securities Act of 1933, as amended. in reliance upon the
exemption provided thereunder by Section 3(a)(2): and the Obligations have not been qualified under the Securities Act of Texas
in reliance upon various exemptions contained therein: nor have the Obligations been qualified under the securitics acts of any
jurisdiction. The City assumes no responsibility for qualification of the Obligations under the securities laws of any jurisdiction
in which the Obligations may be sold, assigned, pledged, hypothecated or otherwise transferred.  This disclaimer of
responsibility for qualification for sale or other disposition of the Obligations shall not be construed as an interpretation of any
kind with regard to the availability of any exemption from sccuritics registration provisions.

LEGAL INVESTMENTS AND ELIGIBILITY TO SECURE PUBLIC FUNDS IN TEXAS

Section 9 of the Bond Procedures Act provides that the Obligations “shall constitute negotiable instruments, and are investment
securities governed by Chapter 8. Texas Uniform Commercial Code, notwithstanding any provisions of law or court decision to
the contrary. and are legal and authorized investments for banks. savings banks, trust companies, building and loan associations.
savings and loan associations, insurance companies. fiduciaries, and trustees, and for the sinking fund of cities, towns. villages.
school districts. and other political subdivisions or public agencies of the State of Texas™. The Obligations are eligible to secure
deposits of any public funds of the state, its agencies and political subdivisions. and are legal security for those deposits to the
extent of their market value. For political subdivisions in Texas which have adopted investment policies and guidelines in
accordance with the Public Funds Investment Act (V.T.C.A., Government Code. Chapter 2256). the Obligations 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 cligible
investments for sinking funds and other public funds. No review by the City has been made of the laws in other states to
determine whether the Obligations are legal investments for various institutions in those states.

LEGAL OPINIONS

The City will furnish a complete transcript of proceedings had incident to the authorization and issuance of the Obligations.
including the unqualified approving legal opinion of the Attorney General of Texas approving the Initial Bond and to the effect
that the Obligations are valid and legally binding obligations of the City, and based upon examination of such transeript of
proceedings. the approving legal opinion of Bond Counsel. to like effect and to the effect that the interest on the Obligations will
be excludable from gross income for federal income tax purposes under Section 103(a) of the Code, subject to the matters
described under “Tax Matters™ herein. including the alternative minimum tax on corporations. In its capacity as Bond Counsel.
McCall, Parkhurst & Horton L.L.P.. has reviewed the information under captions “Plan of Financing™, “The Obligations™
(exclusive of subcaptions “Book-Entry-Only System™). “Tax Matters™ and “Continuing Disclosure of Information”™ and the
subcaptions “Legal Opinions™ and “Legal Investments and Eligibility to Sccure Public Funds in Texas™ in the Official Statement
and such firm is of the opinion that the information relating to the Obligations and the fegal issues contained under such captions
and subcaptions s an accurate and fair description of the laws and legal issues addressed therein and. with respect to the
Obligations, such information conforms to the Ordinance. The legal fee to be paid to Bond Counsel for services rendered in
connection with the issuance of the Obligations is contingent on the sate and delivery of the Obligations. Certain legal matters
will be passed upon by McCall. Parkhurst & Horton L.L.P.. Dallas. Texas. as Disclosure Counsel to the City.

YEAR 2000 ISSUE

The Year 2000 Issuc arises because many existing computer programs use only the last two digits to refer o a year.
Accordingly, computer systems that have data sensitive calculations or functions may not properly recognize the Year 2000, 1
not corrected. such computer programs could fail or cause erroncous results. The description heremn of the Year 2000 Issue. and
the City’s efforts to address the issue. is not intended to be a complete description of the issue or all aspects of the City's
response to the issue.
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THE CITY’S RESPONSE TO THE YEAR 2000 ISSUE. . . The City recognizes the Year 2000 Issue and has taken steps to resolve
these issues. The City’s financial reporting, payroll, and utility accounting system is in the remediation phase. Work has begun
to replace a server that was not Year 2000 ready, and this work is expected to be completed by August 31, 1999. The City
believes that its police and fire systems are all Year 2000 ready. Likewise, the City believes that its water distribution system is
Year 2000 ready. The City was able to install its Year 2000 upgrades with an approximate budget impact of $25,000. As was
mentioned above, City staff is currently projecting that all of the City’s systems will be year 2000 ready by August 31, 1999.
Due to the unprecedented nature of the Year 2000 Issue, the success of the City’s remediation efforts will not be fully
determinable until the Year 2000 and thereafter.

DEPENDENCE ON OTHER ENTITIES . . . The City contracts with various third parties for services and supplies, including the
McLennan County Appraisal District for property appraisal, McLennan County for tax collections, the Brazos River Authority
for sewer services and TXU Electric for electric power. The City has polled such third parties with regard to whether they will
be Year 2000 compliant on a timely basis. Both the Brazos River Authority and Texas Utilities have indicated that they are Year
2000 compliant; McLennan County is still addressing its Year 2000 issues. Although the City has no expectation that such third
parties will experience disruption in the provision of their services, the City cannot control the operations of such parties and the
City’s ability to deliver municipal services and to conduct its affairs could be adversely impacted by any service interruptions.

POSSIBLE IMPACT OF THE YEAR 2000 IssuE . . . If the City fails to identify or adequately address Year 2000 Issues in its
computer systems and equipment, there could be a material adverse effect on the operations and financial condition of the City.
In addition, the City is dependent on third parties for services and supplies and any adverse and material effects experienced by
such third parties as a result of the Year 2000 Issue could have a material adverse effect on the ability of the City to deliver
governmental services and/or its financial condition.

FINANCIAL ADVISOR

First Southwest Company is employed as Financial Advisor to the City in connection with the issuance of the Obligations. The
Financial Advisor's fee for services rendered with respect to the sale of the Obligations is contingent upon the issuance and
delivery of the Obligations. First Southwest Company, in its capacity as Financial Advisor, has relied on the opinion of Bond
Counsel and has not verified and does not assume any responsibility for the information, covenants and representations
contained in any of the legal documents with respect to the federal income tax status of the Obligations, or the possible impact of
any present, pending or future actions taken by any legislative or judicial bodies.

UNDERWRITING

The Underwriter has agreed, subject to certain conditions, to purchase the Obligations from the City, at an underwriting discount of
$25.560.00. The Underwriter will be obligated to purchase all of the Obligations if any Obligations are purchased. The Obligations
to be offered to the public may be offered and sold to certain dealers (including the Underwriter and other dealers depositing
Obligations into investment trusts) at prices lower than the public offering prices of such Obligations, and such public offering prices
may be changed, from time to time, by the Underwriter.

MISCELLANEOUS

The financial data and other information contained herein have been obtained from the City's records, audited financial statements
and other sources which are believed to be reliable. There is no guarantee that any of the assumptions or estimates contained herein
will be realized. All of the summaries of the statutes, documents and Ordinances contained in this Official Statement are made
subject to all of the provisions of such statutes, documents and Ordinances. These summaries do not purport to be complete
statements of such provisions and reference is made to such documents for further information. Reference is made to original
documents in all respects.

The Ordinances authorizing the issuance of the Obligations will also approve the form and content of this Official Statement, and any
addenda, supplement or amendment thereto, and authorize its further use in the reoffering of the Obligations by the Underwriter.

ELTON HALL
Mayor
City of Bellmead, Texas
ATTEST:

S.G. RADCLIFFE
City Secretary
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SCHEDULE OF REFUNDED CERTIFICATES

Combination Tax & Revenue Certificates of Obligation, Series 1986

Original Original
Dated Maturity Principal Amount Interest
Date (March 1) Amount Refunded Rates
7/15/86 2000 $ 140,000 $ 140,000 8.00%
2001 140,000 140,000 7.00%

$ 280,000 $ 280,000

These Certificates will be redeemed prior to original maturity on September 14, 1999 at par.

Combination Tax & Revenue Certificates of Obligation, Series 1990

Original Original

Dated Maturity Principal Amount Interest

Date (March 1) Amount Refunded Rates

1/1/90 2000 $ 70,000 $ 70,000 7.15%
2001 70,000 70,000 7.20%
2002 120,000 120,000 7.25%
2003 125,000 125,000 7.25%
2004 125,000 125,000 7.30%

$ 510,000 $ 510,000

These Certificates will be redeemed prior to original maturity on September 14, 1999 at par.

Schedule 1
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THE CITY

The City of Bellmead is a residential area located three miles to the northeast of Waco on U.S. Highway 84. The 1990 census
was 8,336, while the 1999 estimated population is 8,650.

EcoNoMmy
McLennan County is a leading transportation and market distribution center and government center for Central Texas; the

County has a diversified manufacturing base; agribusiness and education are primary activities in the County. Minerals
produced in the County include sand, gravel, limestone, oil and gas.

MAJOR EMPLOYERS

Major employers in and around Bellmead include the following.

Approximate

Number of

Name of Firm Type of Business Employees

Raytheon Systems Company Aircraft Modifiers 2,000

Baylor University Education 1,000

Plantation Foods Processed Meats 1,000

Texas State Technical College Technical Education 800

Fleetwood Homes Manufactured Housing 700

Wal-Mart Retail Sales 500

La Vega ISD Education 250

Sam's Club Retail Sales 200

BUILDING PERMIT HISTORY
Residential Commercial Total

Fiscal Number of Number of Number of
Year Units Value Units Value Units Value
1994 9 $ 741,480 4 $ 139,200 13 $ 880,680
1995 14 675,391 4 1,413,000 18 2,088,391
1996 23 1,340,600 4 443,000 27 1,783,600
1997 34 1,777,800 6 491,349 40 2,269.149
1998 22 1,434,000 1 87,000 23 1,521,000
1999 9 571,000 5 2,703,000 14 3,274.000

Source: City officials.
(1) Through June, 1999



LABOR FORCE ESTIMATES

Annual Averages

1998 1997 1996 1995 1994

McLennan County

Civilian Labor Force 100,966 99 966 98.949 99.449 97.626

Total Employment 96.654 95,348 94.534 94,869 92,997

Unemployment 4312 4618 4.415 4,580 4,629

Percent Unemployment 4.3% 4.6% 4.5% 4.6% 4.7%
State of Texas

Civilian Labor Force 10,110,920 10.013.570 9.748.331 9,612,736 9.408.663

Total Employment 9.616.790 9.523.350 9.199.711 9,033.852 8.802,656

Unemployment 494,130 490.220 548,620 578,884 606,007

Percent Unemployment 4.9% 4.9% 5.6% 6.0% 6.4%

EFFECTIVE BUYING INCOME

The following was taken from the 1998 Sales and Marketing Management “Survey of Buying Power™.

MclLennan County

% of Population Whose Age is:

18-24
25-34
35-49
50 and Over

Houscholds

Median Household Effective Buying Income  $

Total Effective Buying Income ($000)

% of Houscholds by EBI Group

$20,000 - $34.999
$35.000 - $49.999
$50.000 and Over

Buying Power Index

Total Retail Sales ($000)

$

$

12.5%
13.6%
20.8%
27.0%

76,300

28,577

2,863,900

22.3%

L3

16.4%
24.8%

0.0691

1.829.131



APPENDIX B

EXCERPTS FROM THE
CITY OF BELLMEAD, TEXAS
ANNUAL FINANCIAL REPORT
For the Year Ended September 30, 1998
The information contained in this Appendix consists of excerpts from the City of Bellmead,
Texas Annual Financial Report for the Year Ended September 30, 1998, and is not intended

to be a complete statement of the City's financial condition. Reference is made to the
complete Report for further information.
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JAYNES, REITMEIER, BOYD & THERRELL, P.C.

CERTIFIED PUBLIC ACCOUNTANTS

CENTRAL TOWER
5400 BOSQUE BOULEVARD
POST OFFICE BOX 7616
WACO. TEXAS 76714-7616

TELEPHONE TELECOPIER

(254) 776-4190 (254) 776 8489

Independent Auditors' Report

The Honorable Members of City Council
City of Bellmead, Texas:

We have audited the accompanying general purpose financial statements of the City of Bellmead,
Texas, as of and for the year ended September 30, 1998. These general purpose financial
statements are the responsibility of the City's management. Our responsibility is to express an
opinion on these general purpose financial statements based on our audit.

We conducted our audit in accordance with generally accepted auditing standards. Those
standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial statements. An
audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall 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 of Bellmead, Texas, as of September 30, 1998
and the results of its operations and the cash flows of its proprietary fund type for the year then
ended in conformity with generally accepted accounting principles.

In our report dated November 25, 1998, we qualified our opinion on the 1998 general purpose
financial statements because insufficient evidence existed to support the City of Bellmead, Texas’
disclosures required by Governmental Accounting Standards Board (GASB) Technical Bulletin
(TB) 98-1, Disclosures About Year 2000 Issues. As described in Note 13, the City of Bellmead,
Texas has elected to retroactively adopt the provisions of GASB TB 99-1, Disclosures About
Year 2000 Issues — an amendment of Technical Bulletin 98-1. Accordingly, our present opinion
on the 1998 financial statements, as expressed herein, is different from our prior report on the
1998 financial statements.
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The year 2000 supplementary information on page 24 is not a required part of the basic financial
statements but is supplementary information required by the GASB. We have applied certain
limited procedures which consisted principally of inquiries of management regarding the methods
of measurement and presentation of the supplementary information. However, we did not audit
the information and do not express an opinion on it. In addition, we do not provide assurance
that the City of Bellmead, Texas is or will become year 2000 compliance, that the City of
Bellmead, Texas’ year 2000 remediation efforts will be successful in whole or in part, or that
parties with which the City of Bellmead, Texas does business are or will become year 2000
compliant.

pre. ot Bogh #Thouell /.

November 25, 1998, except for Note 13
which is as of June 23, 1999



City of Bellmead, Texas
Combined Balance Sheet - All Fund Types and Account Groups

September 30, 1998
(With Comparative Totals for September 30, 1997)

Governmental Fund Types
Special Debt
General Revenue Service
Assets
Cash and cash equivalents (Note 5) $ 535,443 1,089,165 49224
Investments (Note 5) 1,090,716 107,980 62,968
Receivables, net of allowances for
uncollectibles of $22,164
(Notes 2 and 4):
Taxes 150,192 48,549 24,030
Accounts 9,713 - -
Special assessments - - -
Due from other funds 5,336 - -
Grants 13,471 - -
Other 13,391 156 -
Inventory 17,965 - -
Restricted cash and cash equivalents
(Note 5) 36,814 44 625 -
Restricted investments (Note 5) - - -
Fixed assets (Note 3) - - -
Amount available in debt
service fund - - -

Amount to be provided for general
obligation debt - - -

§ 1,873,041 1,290,475 136,222




Proprietary Fiduciary Totals
Fund Type Fund Type Account Groups (Memorandum Only)
General General
Fixed Long-Term

Enterprise Agency Assets Debt 1998 1997
277,383 (34) - - 1,951,181 1,311,841
262,502 - - - 1,524,166 1,511,152
2,653 - - - 225,424 204,326
135,124 32 - - 144,869 285,872
- - - - - 2,718
- 2 - - 5,338 24,408
) ] ) - 13,471 178,002
122,085 - - - 135,632 42,034
18,322 - - - 36,287 38,277
107,387 - - - 188,826 70,557
84,536 - - - 84,536 158,234
4,144 232 - 4,201,774 - 8,346,006 7,449,087
- - - 112,192 112,192 91,399
- - ; 462,808 462,808 543,601
5,154,224 - 4,201,774 575,000 13,230,736 11,911,508




City of Bellmead, Texas

Combined Balance Sheet - All Fund Types and Account Groups
(Continued)
September 30, 1998
(With Comparative Totals for September 30, 1997)

Governmental Fund Types
Special Debt
General Revenue Service
Liabilities
Accounts payable $ 90,752 - -
Due to other funds 5,338 - -
Deferred revenue:
Taxes 55,247 - 24,030
Special assessments - - -
Deposits - - -
Payable from restricted cash and investments (Note 4):
Other payables 29 - -
Accrued interest - - -
Revenue bonds - current portion - - -
Accrued vacation and salaries 111,298 - -
Bonds payable (Note 4):
General obligation - - -
Revenue - - -
Total liabilities 262,664 - 24,030
Fund Equity
Contributed capital - - -
Investment in general fixed assets - - -
Retained eamings:
Reserved for debt service - - -
Unreserved - - -
Fund balance:
Reserved for inventory 17,965 - -
Reserved for debt service - - 112,192
Unreserved:
Designated for sewer improvements - 152,187 -
Designated for street improvements 210,250 - -
Designated for public safety 289,577 - -
Undesignated 1,092,585 1,138,288 -
Total retained earnings and fund balance 1,610,377 1,290,475 112,192
Total fund equity 1,610,377 1,290,475 112,192
Total liabilities and fund equity $ 1,873,041 1,290,475 136,222

See accompanying notes to the general purpose financial statements.



Proprietary Fiduciary Totals
Fund Type Fund Type Account Groups (Memorandum Only)
General General
Fixed Long-Term
Enterprise Agency Assets Debt 1998 1997
105,807 - - - 196,559 155,178
- - - - 5,338 24,408
- - - - 79,277 77,015
- - - - - 2,718
155,984 - - - 155,984 145,806
- - - - 29 / -
2,654 - - - 2,654 3,558
140,000 - - - 140,000 140,000
20,881 - - - 132,179 116,783
- - - 575,000 575,000 635,000
280,000 - - - 280,000 420,000
705,326 - - 575,000 1,567,020 1,720,466
2,629,332 - - - 2,629,332 2,161,924
- - 4,201,774 - 4,201,774 3,950,674
22,177 - - - 22,177 5,714
1,797,389 - - - 1,797,389 1,766,840
- - - - 17,965 17,847
- - - - 112,192 91,399
- - - - 152,187 669,709
- - - - 210,250 194,959
- - - - 289,577 178,081
- - - - 2,230,873 1,153,895
1,819,566 - - - 4,832,610 4,078,444
4,448 898 - 4,201,774 - 11,663,716 10,191,042
5,154,224 - 4,201,774 575,000 13,230,736 11,911,508




Revenue:
Property tax
Sales tax
Hotel/motel tax
Intergovernmental
Parks and recreation fees
Franchise tax
Police fines
Other permits, licenses and fees
Interest
Miscellaneous

Expenditures:

Current:
General government
Public safety
Public works
Culture and recreation

Debt service:
Principal retirement
Interest and fiscal charges

Total expenditures

Excess of revenue over
expenditures

Other financing sources (uses):
Operating transfers in
Operating transfers out
Excess of revenue and other
sources over expenditures
and other uses

Fund balances at beginning of year

Fund balances at end of year

See accompanying notes to the general purpose financial statements.

City of Bellmead, Texas

Year Ended September 30, 1998
(With Comparative Totals for Year Ended September 30, 1997)

Combined Statement of Revenue, Expenditures and
Changes in Fund Balances - All Governmental Fund Types

Totals
Governmental Fund Types (Memorandum Only)
Special Debt

General Revenue Service 1998 1997
448,118 - 105,783 553,901 538,259
1,404,654 694,969 - 2,099,623 1,685,417
108,758 - - 108,758 114,903
109,551 - - 109,551 77,630
69,329 - - 69,329 62,097
370,751 - - 370,751 368,528
266,463 - - 266,463 270,640
18,957 - - 18,957 27,107
82,186 53,206 4,032 139,424 129,683
35,687 - - 35,687 22,944
2,914 454 748,175 109,815 3,772,444 3,297,208
656,044 - - 656,044 556,898
1,057,276 - - 1,057,276 1,020,278
481,574 486,211 - 967,785 1,260,632
330,078 - - 330,078 284 828
- - 60,000 60,000 75,000
- - 44,022 44,022 48,628
2,524,972 486,211 104,022 3,115,205 3,246,264
389,482 261,964 5,793 657,239 50,944
44,915 - 15,000 59,915 75,500
(10,000) - - (10,000) (10,000)
34,915 - 15,000 49,915 65,500
424,397 261,964 20,793 707,154 116,444
1,185,980 1,028,511 91,399 2,305,890 2,189,446
1,610,377 1,290,475 112,192 3,013,044 2,305,890




City of Bellmead, Texas

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

Revenue:
Property tax
Sales tax
Hotel/motel tax
Grant proceeds
Parks and recreation fees
Franchise tax
Police fines and intergovernmental
Other permits, licenses and fees
Interest
Miscellaneous
Total revenue

Expenditures:

General government

Public safety

Public works

Culture and recreation

Debt service:
Principal retirement
Interest and fiscal charges

Total expenditures

Excess (deficiency) of revenue
over expenditures

Other financing sources (uses):
Operating transfers in
Operating transfers out

Excess of revenue and other
sources over expenditures
and other uses

Fund balances at beginning of year

Fund balances at end of year

Year Ended September 30, 1998

General Fund
Variance-
Revised Favorable
Budget Actual (Unfavorable)
$ 451,000 448118 (2,882)
1,380,000 1,404,654 24,654
117,500 108,758 (8,742)
- 109,551 109,551
70,500 69,329 (1,171)
370,000 370,751 751
363,000 266,463 (96,537)
21,000 18,957 (2,043)
52,000 82,186 30,186
50,000 35,687 (14,313)
2,875,000 2,914 454 39454
896,000 656,044 239,956
1,143,800 1,057,276 86,524
532,700 481,574 51,126
334,000 330,078 3,922
2,906,500 2,524 972 381,528
(31,500) 389,482 420,982
45,000 44 915 (85)
- (10,000) (10,000)
45,000 34,915 (10,085)
13,500 424 397 410,897
1,185,980 1,185,980 -
$ 1,199480 1,610,377 410,897

See accompanying notes to the general purpose financial statements.



Totals
Debt Service Fund (Memorandum Only)
Vanance- Variance-
Revised Favorable Revised Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavorable)
104,500 105,783 1,283 555,500 553,901 (1,599)
- - - 1,380,000 1,404,654 24 654
- - - 117,500 108,758 (8,742)
- - - - 109,551 109,551
- - - 70,500 69,329 (1,171
. - - 370,000 370,751 751
. - - 363,000 266,463 (96,537)
- - - 21,000 18,957 (2,043)
7,000 4,032 (2,968) 59,000 86,218 27,218
. - - 50,000 35,687 (14,313)
111,500 109,815 (1,685) 2,986,500 3,024,269 37,769
- - - 896,000 656,044 239,956
R - - 1,143,800 1,057,276 86,524
R - - 532,700 481,574 51,126
R - - 334,000 330,078 3,922
60,000 60,000 - 60,000 60,000 -
45,750 44022 1,728 45,750 44 022 1,728
105,750 104,022 1,728 3,012,250 2,628,994 383,256
5,750 5,793 43 (25,750) 395275 421,025
15,000 15,000 - 60,000 59915 (85)
- - - - (10,000) (10,000)
15,000 15,000 - 60,000 49915 (10,085)
20,750 20,793 43 34,250 445,190 410,940
91,399 91,399 - 1,277,379 1,277,379 -
112,149 112,192 43 1,311,629 1,722,569 410,940




Statement of Revenue, Expenses and Changes in

City of Bellmead, Texas

Retained Earnings - Enterprise Fund

Year Ended September 30, 1998

(With Comparative Totals for the Year Ended September 30, 1997)

Operating revenue:
Water charges
Sewer charges
Water and sewer tap charges
Turn-on fees
Total operating revenue

Operating expenses:
Salanes and benefits
Sewer project/grant
System repair and maintenance
Auto and equipment maintenance
Supplies
Office expense
Professional fees
Utilities
Sewer treatment cost
Bad debts
Depreciation
Insurance
Miscellaneous
Total operating expenses

Operating income
Nonoperating revenue (expenses):
Grant revenue
Loss on disposal of fixed assets
Interest and miscellaneous
Interest expense and fiscal charges
Income before operating transfers
Operating transfers out
Net income

Retained eamnings at beginning of year

Retained earnings at end of year

See accompanying notes to the general purpose financial statements.

1998 1997
1,476,667 1,419,399
513,545 499,718
11,555 12,605
15,471 12,432
2,017,238 1,944,154
520,801 498,222
346,370 252,523
85,869 68,114
28,496 34,498
12,665 8,300
21,141 15,676
14,135 13,424
281,031 209,077
265,505 320,536
14,415 5,631
285,857 232,575
24,948 24,542
20,231 8,993
1,921,464 1,692,111
95,774 252,043
- 250,000
- (81,462)
39,928 39,633
(38,775) (48,348)
96,927 411,866
(49,915) (65,500)
47,012 346,366
1,772,554 1,426,188
$ 1,819,566 1,772,554




City of Bellmead, Texas
Statement of Cash Flows - Enterprise Fund

Year Ended September 30, 1998

(With Comparative Totals for the Year Ended September 30, 1997)

Cash flows from operating activities:
Operating income
Adjustments to reconcile operating incorme
to net cash provided by operating activities:
Depreciation
Changes 1n assets and liabilities:
Decrease (increase) in due from other funds
Decrease (increase) in receivables
Decrease (increase) in grant receivables
Decrease (increase) in inventory
Increase (decrease) in accounts payable
and accrued labilities
Increase 1n deposits
Net cash provided by operating activities

Cash flows from non-capital financing activities:
Grant
Operating transfer out
Net cash provided by (used for) non-capital
financing activities

Cash flows used in capital and related financing
activities:
Principal paid on revenue bonds
Interest paid on revenue bonds
Acquisition and construction of fixed assets
Net cash used for capital and related
financing activities
Cash flows from investing activities:
Net purchase of investments
Investment income
Net cash provided by investing activities
Net decrease in cash and cash equivalents

Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

See accompanying notes to the general purpose financial statements.

1998 1997
95,774 252,043
285,857 232,575
24,364 (11,038)
11,331 (28,530)
178,002 (178,002)
2,110 (5.827)
1,268 (39,655)
10,178 8,248
608,884 229,814
- 250,000
(49,915) (65,500)
(49,915) 184,500
(140,000) (135,000)
(38,775) (48,348)
(464,269) (299,525)
(643,044) (482,873)
(14,299) (6.211)
39,928 39,633
25,629 33,422
(58,446) (35,137)
443216 478,353
384,770 443216
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City of Bellmead, Texas
Notes to General Purpose Financial Statements

September 30, 1998

Summary of Significant Accounting Policies

The City of Bellmead, Texas is a home-rule municipal corporation organized and existing
under the provisions of the Constitution of the State of Texas. The City operates under a
Council-Manager form of government and provides the following services: public safety
(police and fire), highways and streets, sanitation, health and social services, culture-
recreation, public improvements, planning and zoning, and general administrative services.

The following is a summary of the more significant policies:

(a)

(b)

Reporting Entity

 The accounting policies of the City conform to generally accepted accounting

principles as applicable to governmental units. Generally accepted accounting
principles require financial statements to present the government and its component
units, entities for which the government is considered financially accountable.

Based on this criteria, the Bellmead Development Corporation has been included as a
blended component unit. Blended component units, although legally separate entities,
are, in substance, part of the government’s operations and, therefore, data from these
units are combined with data of the primary government. The Bellmead
Development Corporation is responsible for certain economic development
expenditures benefiting all citizens of the government financed by a portion of sales
tax revenue and is governed by a board comprised of members of the government’s
council. The Bellmead Development Corporation has a September 30 year-end and is
reported as a special revenue fund. Complete financial statements of the Bellmead
Development Corporation may be obtained from the City of Bellmead.

Basis of Presentation - Fund Accounting

The operations of the City are recorded in the following fund types and account
groups.

Governmental Fund Types

Governmental funds are used to account for the City's expendable financial resources
and related liabilities (except those accounted for in proprietary funds). The
measurement focus is upon determination of changes in financial position. The
following are the City's governmental fund types.
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City of Bellmead, Texas

Notes to General Purpose Financial Statements
(Continued)

(1) Summary of Significant Accounting Policies (continued)

(b) Basis of Presentation - Fund Accounting (continued)

Governmental Fund Types (continued)

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.

Special Revenue Fund - The special revenue fund is used to account for the proceeds
of specific revenue sources (other than special assessments, expendable trusts, or
major capital projects ) that are legally restricted to specified purposes. In addition,
the financial activity of the Bellmead Development Corporation is a blended
component unit of the City and is reflected in this fund.

Debt Service Fund - The 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.

Proprietary Fund Type

Proprietary funds are used to account for activities that are similar to those often
found in the private sector. The measurement focus is upon determination of net
income and capital maintenance. The City does not apply all applicable Financial
Accounting Standards Board (FASB) pronouncements in accounting and reporting
issued subsequent to November 30, 1989 for its proprietary operations. Following is
the City's proprietary fund type.

Enterprise Fund - The enterprise fund is used to account for operations that are
financed and operated in a manner similar to private enterprises, where the intent of
the governing body is that the costs (expenses, including depreciation) of providing
goods or services to the general public on a continuing basis be financed or recovered
primarily through user charges.

Fiduciary Fund Type

Agency Funds - Fiduciary funds are used to account for assets held by the City in a
trustee capacity or as an agent. Agency funds are custodial in nature and do not
involve measurement of results of operations.
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City of Bellmead, Texas

Notes to General Purpose Financial Statements
(Continued)

(1) Summary of Significant Accounting Policies (continued)

(b) Basis of Presentation - Fund Accounting (continued)

(c)

Account Groups

General Fixed Assets Account Group - This account group is used to account for all
fixed assets of the City, other than those accounted for in the proprietary funds.

General Long-Term Debt Account Group - This account group is used to account for
all long-term obligations of the City except those accounted for in the propnetary
funds.

Basis of Accounting

All governmental funds and agency funds are accounted for using the modified
accrual basis of accounting. Under the modified accrual basis of accounting,
revenues are recorded when they become measurable and available to pay liabilities of
the current period. Revenues not considered available are recorded as deferred
revenues. Expenditures are recorded when the liability is incurred except for (1)
interest on general long-term obligations, which is recorded when due, and (2) the
noncurrent portion of accrued vacation and sick leave, which is recorded in the
general long-term debt account group.

In applying the susceptible-to-accrual concept to intergovernmental revenues, there
are essentially two types of revenues. In one, moneys must be expended on the
specific purpose or project before any amounts will be paid to the City; therefore,
revenues are recognized based upon the expenditures incurred. In the other, moneys
are virtually unrestricted and are usually revocable only for failure to comply with
prescribed compliance requirements. These resources are reflected as revenues at the
time of receipt or earlier if the susceptible-to-accrual criteria are met.

Property taxes and sales taxes are susceptible to accrual and are recognized as
revenue provided they are collected within 60 days after year-end.  Special
assessments are recorded as revenue in the year the individual installments are due.
Licenses and permits, fines and forfeitures, and miscellaneous revenues are recorded
as revenues when received in cash because they are generally not measurable until
actually received. Investment earnings are recorded as earned.
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City of Bellmead, Texas

Notes to General Purpose Financial Statements
(Continued)

Summary of Significant Accounting Policies (continued)

(c)

(d)

Basis of Accounting (continued)

All proprietary funds are accounted for using the accrual basis of accounting. Their
revenues are recognized when they are earned, and their expenses are recognized
when they are incurred. Unbilled service revenue is accrued in the proprietary funds.

Budgets and Budgetary Accounting

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

« Prior to the beginning of each fiscal year, the City Manager submits to the City
Council a proposed budget in accordance with generally accepted accounting
principles for the fiscal year beginning on the following October 1. The
operating budget includes proposed expenditures and the means of financing
those expenditures.

* Public hearings are conducted at which all interested persons' comments
concerning the budget are heard.

» The budget 1s legally enacted by the City Council. Budgetary control is
maintained at the fund level.

» Budget revisions are made during the year.

+ Formal budgetary integration is employed for the general fund and the debt
service fund.

+ Actual expenditures and operating transfers out may not legally exceed budget
appropriations at the individual fund level.

» Appropnations lapse at the close of the fiscal year to the extent that they have
not been expended or encumbered.
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City of Bellmead, Texas

Notes to General Purpose Financial Statements
(Continued)

Summary of Significant Accounting Policies (continued)

(e)

®

(2)

(b

®

General Fixed Assets

General fixed assets are recorded as expenditures in the governmental funds and
capitalized at cost in the general fixed assets account group. All purchased assets are
valued at cost where historical records are available and at estimated historical cost
where no historical cost exist. Contributed fixed assets are recorded at their
estimated fair market value at the time received. Depreciation is not provided on
general fixed assets.

Certain improvements such as roads, bridges, curbs and gutters, streets and
sidewalks, drainage systems and lighting systems are not capitalized as improvements.

Property and Equipment - Proprietary Fund

Property and equipment used by the proprietary fund is stated at cost or estimated
historical cost. Contributed fixed assets are recorded at estimated fair market value
at the time received. Depreciation is provided using the straight-line method over
estimated useful lives of the assets.

Investments

Investments are stated at cost, which approximates market.

Inventory

Inventory is valued at the lower of cost (first-in, first-out) or market. The cost of
inventory is recorded as an expenditure at the time individual inventory items are
consumed.

Vacation Leave

City employees are granted vacation leave in varying amounts. In the event of
termination, an employee is reimbursed for accumulated vacation days.
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City of Bellmead, Texas

Notes to General Purpose Financial Statements
(Continued)

Summary of Significant Accounting Policies (continued)

(1)

0)

)

M

(m)

Vacation Leave (continued)

For governmental funds, the cost of accumulated vacation leave expected to be paid
in the next twelve months is recorded as a fund liability and amounts expected to be
paid after twelve months are recorded in the general long-term debt account group.
For proprietary funds, the cost of vacation leave is recorded as a liability when
earned.

Use of Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the general purpose financial statements and the reported
amounts of revenue and expenditures during the reporting period. Actual results
could differ from those estimates.

Fund Equity

Reservations of fund balance represent amounts that are not appropriable or are
legally segregated for a specific purpose. Reservations of retained earnings are
limited to outside third-party restrictions. Designations of fund balance represent
tentative management plans that are subject to change The propnetary fund’s
contributed capital represents equity acquired through capital grants and capital
contributions from developers, customers or other funds.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the City considers all highly liquid
investments (including restricted assets) of the proprietary fund with a maturity of
three months or less when purchased to be cash equivalents.

Total Columns

Total columns on the combined statements 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 cash flows in
conformity with generally accepted accounting principles. Such data is not
comparable to a consolidation since interfund eliminations have not been made.
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City of Bellmead, Texas

Notes to General Purpose Financial Statements
(Continued)

Summary of Significant Accounting Policies (continued)

(n) Comparative Data/Reclassifications

Comparative total data for the prior year have been presented in selected sections of
the accompanying financial statements in order to provide an understanding of the
changes in the government’s financial position and operations. Also, certain amounts
presented in the prior year data have been reclassified in order to be consistent with
the current year’s presentation.

Property Taxes

The appraisal of property within the City is the responsibility of the McLennan County
Appraisal District (the District). The District is required under the Property Tax Code to
assess all property within the district on the basis of 100% of its appraised value and is
prohibited from applying any assessment ratios. The value of property within the district
must be reviewed every four years.

The City's property tax is levied each October 1 on the assessed value listed as of the prior
January 1 for all real and business personal property located in the City. The net assessed
value upon which the fiscal 1998 levy was based was $150,217,802. The City's maximum
legal tax rate i1s $1.85 per $100 valuation; the current tax rate is $.3711 per $100 valuation.

Taxes are due by January 31 following the October 1 levy date. Current tax collections for
the year ended September 30, 1998 were 99.2% of the tax levy.

Fixed Assets

A summary of property and equipment of the enterprise fund as of September 30, 1998,
follows:

Estimated
Useful
Description Amount Life
Land $ 19,986 -
Buildings and improvements 14,551 10 - 33 years
Water and sewer facilities 6,274,907 20 - 50 years
Equipment 548,306 5 - 15 years
6,857,750
Less accumulated depreciation 2,713,518

$ 4144232



16
City of Bellmead, Texas

Notes to General Purpose Financial Statements
(Continued)

(3) Fixed Assets (continued)
No interest was capitalized in 1998.

A summary of changes in general fixed assets follows:

Balance Balance
October 1, September 30,
1997 Additions  Deletions 1998
Land $ 1,050,816 99,089 - 1,149,905
Equipment 2,009,948 146,555 - 2,156,503
Buildings and improvements 889,910 5,456 - 895,366
$ 3,950,674 251,100 - 4,201,774

Capital projects of governmental fund types in process are composed of the following at
September 30, 1998:

Required
Project Expended Future
Authorization to Date Financing

Sewer interception line $ 1,208,786 1,056,599 -

Capital projects of the proprietary funds in process at September 30, 1998 are composed of
the following:

Required
Project Expended Future
Authorization to Date Financing
Sewer improvements § 1,628,680 1,130,077 -

The funds to meet the above obligations are to come from existing cash reserves.
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Notes to General Purpose Financial Statements
(Continued)

(4) Long-Term Debt

The following is a summary of changes in long-term debt for the year ended September 30,

1998:
October 1, September 30,
1997 Additions Retirements 1998
General long-term debt
account group:

General obligation bonds $ _ 635,000 - 60,000 575,000
Enterprise fund:

Revenue bonds 560,000 - 140,000 420,000

$ 1,195,000 . 200,000 995,000

Long-term debt payable at September 30, 1998 is comprised of the following:
General obligation bonds:

$900,000 - 1990 series combination tax and revenue

certificates of obligation due in annual installments

through 2004 at interest rates from 6.9 to 9.0 percent $ 575,000
Revenue bonds:

$1,580,000 - 1986 series combination tax and revenue

certificates of obligation due in annual installments

through 2001 at interest rates from 7.4 to 10 percent $ 420,000

Debt service requirements for the City's bonds payable to maturity are as follows:

Principal Interest Total
General obligation bonds:
1999 $ 65,000 39,240 104,240
2000 70,000 34,430 104,430
2001 70,000 29,408 99,408
2002 120,000 22,538 142,538
To maturity 250,000 18,219 268,219

$ 575000 143,835 118.83>
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(Continued)

(4) Long-Term Debt (continued)

Revenue bonds: Principal Interest Total
1999 $ 140,000 26,425 166,425
2000 140,000 15,400 155,400
2001 140,000 4.900 144,900

$ 420,000 46,725 466,725

General property taxes are required to be assessed and collected each year sufficient to
provide for payment of interest and principal on all general obligation bonds. Revenue
bonds are issued to finance capital projects of the enterprise fund. Both the 1986 and 1990
certificates of obligation are combination tax and revenue bonds. As such, the bonds are
secured by taxes and the surplus revenue of the enterprise fund. The City has elected to
consider the 1986 certificates as revenue bonds and the 1990 certificates as general
obligation debt.

The City is required under the provisions of the combination bond indentures to maintain
interest and sinking funds adequate for payments of interest and principal and to assess tax
unless surplus revenues of the enterprise fund are on deposit in the interest and sinking fund
when ad valorem taxes are scheduled to be levied. There is no specific maximum debt limit
established by law for the City; therefore, the limit is governed by the City's ability to levy
and collect taxes.

(5) Cash and Investments

The City's cash and cash equivalents at September 30, 1998 were entirely covered by
federal depository insurance or by collateral held by the City's custodial bank and pledged
to the City.

Cash equivalents and investments of the City at September 30, 1998 consist of certificates
of deposits of $1,717,234 and deposits in the Texas Local Government Investment Pool
(TexPool) of $1,818,319. The City has delegated the authority to hold legal title to
TexPool as custodian and to make investment purchases with the City’s funds. The City
does not own specific, identifiable investment securities of the pool; consequently, no
disclosure of categories of credit risk is made.
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Notes to General Purpose Financial Statements
(Continued)

Cash and Investments (continued)

The State Comptroller of Public Accounts exercises oversight responsibility over TexPool.
Oversight includes the ability to significantly influence operations, designation of
management, and accountability for fiscal matters. TexPool operates in a manner
consistent with the Securities and Exchange Commission’s Rule 2a7 of the Investment
Company Act of 1940. TexPool uses amortized cost rather than the market value to report
net assets to computer share prices. Accordingly, the fair value of the position of TexPool
is the same as the value of TexPool shares.

Employee Benefit Plan

(a) Plan Description

The City provides pension benefits for all of its full-time employees through a non-
traditional, joint contributory, defined benefit plan in the state-wide Texas Municipal
Retirement System (TMRS), one of 700 administered by TMRS, an agent multiple-
employer public employee retirement system. TMRS issues a publicly available
financial report that may be obtained by writing to Texas Municipal Retirement System,
P. O. Box 149153, Austin, Texas 78714-9153.

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 (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 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 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 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.
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(Continued)

(5) Employee Benefit Plan (continued)

(a) Plan Description (continued)

Members can retire at ages 60 and above with 10 or more years of service or with 25
years of service regardless of age. A member is vested after 10 years. The plan
provisions are adopted by the governing body of the City, within the options available
in the state statutes governing TMRS and with the actuarial constraints also in the
statutes.

(b) Contributions

The contribution rate for the employees is 6%, and the City matching ratio is currently
2 to 1, both as adopted by the governing body of the City. 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 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 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 liability (asset) over the remainder of the plan’s 25-year
amortization period. When the City penodically adopts updated service credits and
increases in annuities in effect, the increased unfunded actuarial liability is to be
amortized over a new 25-year period. Currently, the unfunded actuanal liability is
being amortized over the 25-year period, which began January 1997. 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 to budget for it, 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. (i.e. December 31, 1997 valuation 1s effective for rates beginning January

1999)
Fiscal Year Annual Pension Percentage of APC Net Pension
Ending Cost (APC) Contributed Obligation
1998 $ 101,703 100% $ -
1997 81,761 100% -

1996 68,624 100% -
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(6) Employee Benefit Plan (continued)

(b) Contributions

A schedule of funding progress of the plan is as follows:

UAAL
Actuanal asa
Accrued Percentage
Actuanial Actuarial Liability Unfunded Estimated of
Valuation Value of (AAL) - AAL Funded Covered Covered
December 31, Cost (APC)  Entry Age (UAAL) Ratios Payroll Payroll
1997 $ 2,140,884 2,463,017 322,133 86.9% 1,445,000 22.3%
1996 1,850,750 2,042,783 192,033 45.3% 1,395,000 64.6%
1995 1,617,181 1,787,584 170,403 48.4% 1,268,000 65.8%

(7) Commitments and Contingencies

The City has entered into a contract with the Brazos River Authority (BRA), a
conservation and reclamation district created by an act of legislature, whereby BRA is to
receive, treat and dispose of the City's sewage. This contract will expire in the year 2011.
The City is being charged a monthly amount for sewer services provided by BRA. The
cost of this service was $265,505 for the year ended September 30, 1998.

Amounts received or receivable from grant agencies are subject to audit and adjustment by
grantor agencies, principally the federal government. Any disallowed claims, including
amounts already collected, may constitute a liability of the applicable funds. The amount, if
any, of expenditures which may be disallowed by the grantor cannot be determined at this
time although the City expects such amounts, if any, to be immaterial.

The City was awarded a grant for sewer repair and replacement totaling $250,000 which
required $100,000 in local funds. The project was started in fiscal year 1997 with
$250,000 in grant funds received in the year ending September 30, 1997. In addition, the
City approved expending an additional $2,837,466 on the sewer project, of which
$2,186,676 has been expended as of September 30, 1998.
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Notes to General Purpose Financial Statements
(Continued)

Contributed Capital

The changes in the City’s contributed capital account for its propretary fund are as
follows:

Beginning balance $ 2,161,924
Contrnibuted by governmental fund types 467,408
Ending balance § 2,629,332

Conduit Debt Obligations

In 1989, the City issued industnal revenue bonds to provide financial assistance to private -
sector entities for the acquisition and construction of commercial facilities deemed to be in
the public interest. The bonds are secured by the property financed and are payable solely
from payments received on the underlying mortgage loans. Upon repayment of the bonds,
ownership of the acquired facilities transfers to the private-sector entity served by the bond
issuance. Neither the City, the State, nor any political subdivision thereof is obligated in
any manner for repayment of the bonds. Accordingly, the bonds are not reported as
liabilities 1in the accompanying financial statements.

As of September 30, 1998, there were industrnial revenue bonds outstanding with an
aggregate principal amount payable of $1,150,000.

Authorntative Pronouncements Not Yet Adopted

In November 1997, the GASB issued Interpretation No. 5, “Property Tax Revenue
Recognition in Governmental Funds.” This Interpretation amends current authoritative
literature by modifying the definition of available as the term relates to property tax
revenue recognition using the modified accrual basis of accounting. The effect of this
amendment is to remove the “due” consideration from the definition of available. The
provisions of this Interpretation are effective for financial statements for periods beginning
after June 15, 2000. The City has not yet determined the effects of the Interpretation on
the general purpose financial statements.

Purchase Commitment

Commitment for the purchase of a fire truck at September 30, 1998 was $600,000.
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(Continued)

Supplemental Cash Flow Disclosure

Fixed assets contributed to and capitalized in the Enterprise Fund totaled $467,408 and
$958,002 in 1998 and 1997, respectively.

Required Supplementary Information About Year 2000 Issues

On March 29, 1999, the Governmental Accounting Standards Board (GASB) issued
Technical Bulletin (TB) 99-1, Disclosures About Year 2000 Issues — an amendment of
Technical Bulletin 98-1. The amendment, among other things, provides that required year
2000 disclosures may be reported as required supplementary information. Retroactive
application of TB 99-1 is permitted. The City of Belimead has elected to apply TB 99-1
retroactively for its 1998 general purpose financial statements, and to present the year 2000
disclosures as required supplementary information on page 24.
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Year 2000 Issues

September 30, 1998

The year 2000 issue is the result of shortcomings in many electronic data processing systems and
other computer equipment that may adversely affect the City’s operations as early as 1999.

The City has completed an inventory of computer systems and other electronic equipment that
may be affected by the year 2000 issue and that are necessary to conduct the day to day
operations of the City. The City has identified the following systems requiring year 2000
remediation:

e  Financial reporting, payroll and utility accounting — Remediation, validation and
testing have been completed for financial reporting, payroll and utility accounting.

e Communications system - Remediation efforts are in process for the City’s
communications system including police and fire emergency reporting system.

. Tax collection — Tax collection for the City is handled by McLennan County. The
County is responsible for the remediation process for the tax collection system and is
solely responsible for the resulting costs.

o Water distribution — The water distribution system is year 2000 compliant.

. Wastewater systems — Brazos River Authority is responsible for the wastewater
systems and is solely responsible for the year 2000 costs.

Because of the unprecedented nature of the year 2000 issue, its effects and the success of related
remediation efforts will not be fully determinable until the year 2000 and thereafter.
Management cannot assure that the City is or will be year 2000 ready, that the City’s remediation
efforts will be successful in whole or in part, or that parties with whom the City does business
will be year 2000 ready.
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Proposed Form of Opinion of Bond Counsel

An opinion in substantially the following form will be delivered by McCall,
Parkhurst & Horton L.L.P., Bond Counsel, upon the delivery of the
Certificates, assuming no material changes in facts or law.

CITY OF BELLMEAD, TEXAS,
COMBINATION TAX AND REVENUE CERTIFICATES OF OBLIGATION,
SERIES 1999,
DATED AUGUST 1, 1999,
IN THE AGGREGATE PRINCIPAL AMOUNT OF $2,020,000

AS BOND COUNSEL for the City of Bellmead, Texas, the issuer (the "Issuer") of the Certificates
of Obligation described above (the "Certificates"), we have examined into the legality and validity of the
Certificates, which bear interest from the date specified in the text of the Certificates, until maturity or
redemption, at the rates and payable on the dates as stated in the text of the Certificates, and maturing in
serial installments on March 1 in each of the years 2005 through 2014, all in accordance with the terms and
conditions stated in the text of the Certificates.

WE HAVE EXAMINED the applicable and pertinent provisions of the Constitution and laws of the
State of Texas, and a transcript of certified proceedings of the Issuer, and other pertinent instruments

authorizing and relating to the issuance of the Certificates, including one of the executed Certificates
(Certificate Number T-1).

BASED ON SAID EXAMINATION, IT IS OUR OPINION that said Certificates have been
authorized, issued and delivered in accordance with law; and that except as may be limited by laws
applicable to the Issuer relating to bankruptcy, reorganization and other similar matters affecting creditors'
rights generally, the Certificates constitute valid and legally binding obligations of the Issuer; and that ad
valorem taxes sufficient to provide for the payment of the interest on and principal of said Certificates have
been levied and pledged for such purpose, within the limit prescribed by law, and that the Certificates are
additionally secured by revenues in an amount not to exceed $1.000 over the life of the Certificates of the
Issuer's Waterworks System that remain after the payment of all maintenance and operation expenses
thereof. and all debt service, reserve and other requirements in connection with all of the Issuer's revenue
obligations (now or hereafter outstanding) that are secured by a lien on all or any part of the Net Revenues
of the Issuer's Waterworks System, all as provided in the Ordinance of the Issuer authorizing the issuance
of the Certificates.

IN OUR OPINION, except as discussed below, the interest on the Certificates is excludable from
the gross income of the owners for federal income tax purposes under the statutes, regulations, published
rulings and court decisions existing on the date of this opinion. We are further of the opinion that the



Certificates are not "specified private activity bonds" and that, accordingly. interest on the Certificates will
not be included as an individual or corporate alternative minimum tax preference item under section
57(a)(5) of the Internal Revenue Code of 1986 (the "Code™). In expressing the aforementioned opinions,
we have relied on, and assume compliance by the [ssuer with, certain representations and covenants
regarding the use and investment of the proceeds of the Certificates. We call your attention to the fact that
failure by the Issuer to comply with such representations and covenants may cause the interest on the
Certificates to become includable in gross income retroactively to the date of issuance of the Certificates.

WECALL YOUR ATTENTION TO THE FACT that the interest on tax-exempt obligations. such
as the Certificates, is (a) included in a corporation's alternative minimum taxable income for purposes of
determining the altemative minimum tax imposed on corporations by section 55 of the Code, (b) subject
to the branch profits tax imposed on foreign corporations by section 884 of the Code and (¢) included in
the passive investment income of an S corporation and subject to the tax imposed by section 1375 of the

Code.

EXCEPT AS STATED ABOVE, we express no opinion as o any other federal, state or Jocal tax
consequences of acquiring, carrying, owning or disposing of the Certificates.

WE HAVE ACTED AS BOND COUNSEL for the Issuer for the sole purpose of rendering an
opinion with respect to the legality and validity of the Certificates under the Constitution and laws of the
State of Texas, and with respect to the exclusion from gross income of the interest on the Bonds for tederal
income tax purposes. and for no other reason or purpose. We express no opinion and make no comment
with respect to the marketability of the Certificates and have relied solely on certificates exccuted by
officials of the Issuer as to the current outstanding indebtedness of, assessed valuation of taxable property
within, and the sufficiency of'the pledged revenues of. the Issuer. Our role in connection with the Issuer's
Oflicial Statement prepared for use in connection with the sale of the Certificates has been limited as
described therein.

Respectiully,



Proposed Form of Opinion of Bond Counsel

An opinion in substantially the following form will be delivered by McCall,
Parkhurst & Horton L.L.P., Bond Counsel, upon the delivery of the
Certificates, assuming no material changes in facts or law.

CITY OF BELLMEAD, TEXAS,
GENERAL OBLIGATION REFUNDING BONDS,
SERIES 1999,
DATED AUGUST 1, 1999,
IN THE AGGREGATE PRINCIPAL AMOUNT OF $820,000

AS BOND COUNSEL for the City of Bellmead, Texas, the issuer (the "Issuer") of the Bonds
described above (the "Bonds"), we have examined into the legality and validity of the Bonds, which bear
interest from the date specified in the text of the Bonds, until maturity or redemption, at the rates and
payable on the dates as stated in the text of the Bonds, and maturing in serial installments on March 1 in
each of the years 2000 through 2005, inclusive, all in accordance with the terms and conditions stated in
the text of the Bonds.

WE HAVE EXAMINED the applicable and pertinent provisions of the Constitution and laws of the
State of Texas, and a transcript of certified proceedings of the [ssuer, the Deposit Agreements dated as
of August 1, 1999 between the Issuer and The Bank of New York, New York, New York, as Escrow
Agent, and Chase Bank of Texas, National Association, as Escrow Agent, respectively (the "Deposit
Agreements"), and other pertinent instruments authorizing and relating to the issuance of the Bonds,
including one of the executed Bonds (Certificate Number T-1).

BASED ON SAID EXAMINATION, IT IS OUR OPINION that the Deposit Agreements have
been duly authorized, executed, and delivered by the parties thereto and constitutes a binding and
enforceable agreement of the parties thereto and in accordance with its terms, and that the Refunded
Certificates, as defined in the ordinance of the Issuer authorizing the Bonds (the "Bond Ordinance"), in the
aggregate principal amount of $790,000 being refunded by the Bonds, are outstanding only for the purpose
of receiving the funds provided by, and are secured by, and payable solely from, the Deposit Agreements
and the cash and investments, including the income therefrom, held by the Escrow Agents pursuant to the
Deposit Agreements. In rendering this opinion, we have relied upon the certification of the Escrow Agents
as to the sufficiency of the cash and investments deposited with the Escrow Agents pursuant to the Deposit
Agreements for the purpose of paying such Refunded Bonds to be retired with the proceeds of the Bonds
and the interest thereon.

IT IS FURTHER OUR OPINION that said Bonds have been authorized, issued and delivered in
accordance with law; and that except as may be limited by laws applicable to the Issuer relating to



bankruptey, reorganization and other similar matters affecting creditors' rights generally. the Bonds
constitute valid and legally binding obligations of the Issuer: and that ad valorem taxes sufficient to provide
for the payment of the interest on and principal of said Bonds have been levied and pledged for such
purpose, within the limit prescribed by law, all as provided in the Bond Ordinance.

IN OUR OPINION, except as discussed below. the interest on the Bonds is excludable from the
gross income of the owners for federal income tax purposes under the statutes, regulations, published
rulings and court decisions existing on the date of this opinion. We are further of the opinion that the Bonds
are not "specified private activity bonds" and that, accordingly. interest on the Bonds will not be included
as an individual or corporate alternative minimum tax preference item under section 57(a)5) of the Internal
Revenue Code of 1986 (the "Code™). In expressing the aforementioned opinions, we have relied on, and
assume compliance by the Issuer with, certain representations and covenants regarding the use and
mvestment of the proceeds of the Bonds. We call your attention to the fact that failure by the Issuer to
comply with such representations and covenants may cause the interest on the Bonds to become includable
in gross income retroactively to the date of issuance of the Bonds.

WECALL YOUR ATTENTION TO THE FACT that the interest on tax-exempt obligations, such
as the Bonds. is (a) included in a corporation's alternative minimum taxable income for purposes of
determining the alternative minimum tax imposed on corporations by section 55 of the Code. (b) subject
to the branch profits tax imposed on foreign corporations by section 884 of the Code and (¢) included in
the passive investment income of an S corporation and subject to the tax imposed by section 1375 of the

Code.

EXCEPT AS STATED ABOVE, we express no opinion as to any other federal. state or local tax
consequences of acquiring, carrying, owning or disposing of the Bonds.

WE HAVE ACTED AS BOND COUNSEL for the Issuer for the sole purpose of rendering an
opinion with respect to the legality and validity of the Bonds under the Constitution and laws of the State
of Texas, and with respect to the exclusion from gross income of the interest on the Bonds for federal
income tax purposes. and for no other reason or purpose. We express no opinion and make no comment
with respect to the marketability of the Bonds and have relied solely on certificates exceuted by officials
of the Issuer as to the current outstanding indebtedness of, assessed valuation of taxable property within,
and the sufficiency of the pledged revenues of. the Issuer. Our role in connection with the Issuer's Official
Statement prepared for use in connection with the sale of the Bonds has been limited as described therein,

Respecttully,
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Exhibit A
Financial Guaranty Insurance EGIC

Company

115 Broadway

New York, NY 10006
(212) 312-3000

(800) 352-0001

A GE Caprtal Company

Municipal Bond
New Issue Insurance Policy

Issuer: Policy Number:

Control N‘mber: 0010001

o S

N
Financial Guaranty Insurance Company (“Fi \\n) a New York stock insurance company, in
consideration of the payment of the premi ject to the terms of this Policy, hereby unconditionally
and irrevocably agrees to pay to State S% and Trust Company, N.A_, or its successor, as its agent (the
“Fiscal Agent™), for the benefit of Bondbdlders, that portion of the principal and interest on the above-
described debt obligations (the “Bonds™) which shall become Due for Payment but shall be unpaid by reason of

Nonpayment by the Issuer.

Financial Guaranty will make such payments to the Fiscal Agent on the date such principal or interest
becomes Due for Payment or on the Business Day next following the day on which Financial Guaranty shall
have received Notice of Nonpayment, whichever is later. The Fiscal Agent will disburse to the Bondholder the
face amount of principal and interest which is then Due for Payment but is unpaid by reason of Nonpayment
by the Issuer but only upon receipt by the Fiscal Agent. in form reasonably satisfactory to it, of (i) evidence of
the Bondholder’s night to receive payment of the principal or interest Due for Payment and (ii) evidence,
including any appropriate instruments of assignment. that all of the Bondholder's rights to payment of such
principal or interest Due for Payment shall thereupon vest in Financial Guaranty. Upon such disbursement,
Financial Guaranty shall become the owner of the Bond. appurtenant coupon or right to payment of principal
or interest on such Bond and shall be fully subrogated to all of the Bondholder’s rights thereunder, including
the Bondholder’s right to payment thereof.

This Policy is non-cancellable for any reason. The premium on this Policy is not refundable for any reason,
including the payment of the Bonds prior to their matunity. This Policy does not insure against loss of any
prepayment premium which may at any time be payable with respect to any Bond.

As used herein, the term “Bondholder” means, as to a particular Bond, the person other than the Issuer who, at
the time of Nonpayment, is entitled under the terms of such Bond to payment thereof. “Due for Payment”
means, when referring to the principal of a Bond, the stated matunty date thereof or the date on which the
same shall have been duly called for mandatory sinking fund redemption and does not refer to any earlier date
on which payment is due by reason of call for redemption (other than by mandatory sinking fund redemption),
acceleration or other advancement of maturity and means, when referring to interest on a Bond, the stated date

FGIC isa registered service mark used by Financial Guaranty Insurance Company under license from its parent companv, FGIC Corporation

Form 9000 (10/93) Page 1 of 2



Financial Guaranty Insurance
Company

115 Broadway

New York, NY 10006

(212) 312-3000

(800) 352-0001

=

A GE Capitsl Company

Municipal Bond
New Issue Insurance Policy

for payment of interest. “Nonpayment” in respect of a Bond means the failure of the Issuer to have provided
sufficient funds to the paying agent for payment in full of all principal apd interest Due for Payment on such
Bond. “Notice™ means telephonic or telegraphic notice, subsequen @ncd in writing, or written notice by
registered or certified mail, from a Bondholder or a paying r the Bonds to Financial Guaranty.
“Business Day” means any day other than a Saturday, Su 0 % on which the Fiscal Agent is authorized
by law to remain closed.

In Witness Whereof, Financial Guaranty s Policy to be affixed with its corporate seal and to be
signed by its duly authorized officer in % ile 10 become effective and binding upon Financial Guaranty by
virtue of the countersignature of its duly awiorized representative.

President

Effective Date: Authorized Representative

State Street Bank and Trust Company, N.A., acknowledges that it has agreed to perform the duties of Fiscal
Agent under this Policy.

Authorized Officer

FGIC is a registered service mark used bv Financial Guaranty Insurance Companv under license from its parent companv, FGIC C. tion.
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Financial Guaranty Insurance
Company

115 Broadway

New York, NY 10006

(212) 312-3000

(800) 352-0001

=

A GE Captal Company

Endorsement
To Financial Guaranty Insurance Company
Insurance Policy

Policy Number: Control Nymber: 0010001

AN
It is further understood that the term “Nonpayment” i » Bond includes any payment of principal or
interest made to a Bondholder by or on behalf of ssue such Bond which has been recovered from such
Bondholder pursuant to the United States B ’ e by a trustee in bankruptcy in accordance with a
final, nonappealable order of a court h::n'ﬁ)-E t junisdiction.
NOTHING HEREIN SHALL BE CONS D TO WAIVE, ALTER, REDUCE OR AMEND COVERAGE

IN ANY OTHER SECTION OF THE POLICY. IF FOUND CONTRARY TO THE POLICY LANGUAGE,
THE TERMS OF THIS ENDORSEMENT SUPERSEDE THE POLICY LANGUAGE.

In Witness Whereof, Financial Guaranty has caused this Endorsement to be affixed with its corporate seal and
to be signed by its duly authorized officer in facsimile to become effective and binding upon Financial
Guaranty by virtue of the countersignature of its duly authorized representative.

President

Effective Date: Authorized Representative

Acknowledged as of the Effective Date written above:

e

Authorized Officer
State Street Bank and Trust Company, N.A., as Fiscal Agent

FGIC isa registered service mark used by Financial Guaranty Insurance Company under license from its parent companv, FGIC Corporation
Form E-0002 (10/93) Page | of 1







Financial Advisory Services
Provided By

ﬁRST SOUTHWEST COMPANY

INVESTMENT BANKERS




	c:\pdfwrapper\Target\OS106011\Q6011001.TIF
	c:\pdfwrapper\Target\OS106011\Q6011002.TIF
	c:\pdfwrapper\Target\OS106011\Q6011003.TIF
	c:\pdfwrapper\Target\OS106011\Q6011004.TIF
	c:\pdfwrapper\Target\OS106011\Q6011005.TIF
	c:\pdfwrapper\Target\OS106011\Q6011006.TIF
	c:\pdfwrapper\Target\OS106011\Q6011007.TIF
	c:\pdfwrapper\Target\OS106011\Q6011008.TIF
	c:\pdfwrapper\Target\OS106011\Q6011009.TIF
	c:\pdfwrapper\Target\OS106011\Q6011010.TIF
	c:\pdfwrapper\Target\OS106011\Q6011011.TIF
	c:\pdfwrapper\Target\OS106011\Q6011012.TIF
	c:\pdfwrapper\Target\OS106011\Q6011013.TIF
	c:\pdfwrapper\Target\OS106011\Q6011014.TIF
	c:\pdfwrapper\Target\OS106011\Q6011015.TIF
	c:\pdfwrapper\Target\OS106011\Q6011016.TIF
	c:\pdfwrapper\Target\OS106011\Q6011017.TIF
	c:\pdfwrapper\Target\OS106011\Q6011018.TIF
	c:\pdfwrapper\Target\OS106011\Q6011019.TIF
	c:\pdfwrapper\Target\OS106011\Q6011020.TIF
	c:\pdfwrapper\Target\OS106011\Q6011021.TIF
	c:\pdfwrapper\Target\OS106011\Q6011022.TIF
	c:\pdfwrapper\Target\OS106011\Q6011023.TIF
	c:\pdfwrapper\Target\OS106011\Q6011024.TIF
	c:\pdfwrapper\Target\OS106011\Q6011025.TIF
	c:\pdfwrapper\Target\OS106011\Q6011026.TIF
	c:\pdfwrapper\Target\OS106011\Q6011027.TIF
	c:\pdfwrapper\Target\OS106011\Q6011028.TIF
	c:\pdfwrapper\Target\OS106011\Q6011029.TIF
	c:\pdfwrapper\Target\OS106011\Q6011030.TIF
	c:\pdfwrapper\Target\OS106011\Q6011031.TIF
	c:\pdfwrapper\Target\OS106011\Q6011032.TIF
	c:\pdfwrapper\Target\OS106011\Q6011033.TIF
	c:\pdfwrapper\Target\OS106011\Q6011034.TIF
	c:\pdfwrapper\Target\OS106011\Q6011035.TIF
	c:\pdfwrapper\Target\OS106011\Q6011036.TIF
	c:\pdfwrapper\Target\OS106011\Q6011037.TIF
	c:\pdfwrapper\Target\OS106011\Q6011038.TIF
	c:\pdfwrapper\Target\OS106011\Q6011039.TIF
	c:\pdfwrapper\Target\OS106011\Q6011040.TIF
	c:\pdfwrapper\Target\OS106011\Q6011041.TIF
	c:\pdfwrapper\Target\OS106011\Q6011042.TIF
	c:\pdfwrapper\Target\OS106011\Q6011043.TIF
	c:\pdfwrapper\Target\OS106011\Q6011044.TIF
	c:\pdfwrapper\Target\OS106011\Q6011045.TIF
	c:\pdfwrapper\Target\OS106011\Q6011046.TIF
	c:\pdfwrapper\Target\OS106011\Q6011047.TIF
	c:\pdfwrapper\Target\OS106011\Q6011048.TIF
	c:\pdfwrapper\Target\OS106011\Q6011049.TIF
	c:\pdfwrapper\Target\OS106011\Q6011050.TIF
	c:\pdfwrapper\Target\OS106011\Q6011051.TIF
	c:\pdfwrapper\Target\OS106011\Q6011052.TIF
	c:\pdfwrapper\Target\OS106011\Q6011053.TIF
	c:\pdfwrapper\Target\OS106011\Q6011054.TIF
	c:\pdfwrapper\Target\OS106011\Q6011055.TIF
	c:\pdfwrapper\Target\OS106011\Q6011056.TIF
	c:\pdfwrapper\Target\OS106011\Q6011057.TIF
	c:\pdfwrapper\Target\OS106011\Q6011058.TIF
	c:\pdfwrapper\Target\OS106011\Q6011059.TIF
	c:\pdfwrapper\Target\OS106011\Q6011060.TIF
	c:\pdfwrapper\Target\OS106011\Q6011061.TIF
	c:\pdfwrapper\Target\OS106011\Q6011062.TIF
	c:\pdfwrapper\Target\OS106011\Q6011063.TIF
	c:\pdfwrapper\Target\OS106011\Q6011064.TIF
	c:\pdfwrapper\Target\OS106011\Q6011065.TIF
	c:\pdfwrapper\Target\OS106011\Q6011066.TIF
	c:\pdfwrapper\Target\OS106011\Q6011067.TIF
	c:\pdfwrapper\Target\OS106011\Q6011068.TIF
	c:\pdfwrapper\Target\OS106011\Q6011069.TIF
	c:\pdfwrapper\Target\OS106011\Q6011070.TIF
	c:\pdfwrapper\Target\OS106011\Q6011071.TIF
	c:\pdfwrapper\Target\OS106011\Q6011072.TIF
	c:\pdfwrapper\Target\OS106011\Q6011073.TIF
	c:\pdfwrapper\Target\OS106011\Q6011074.TIF
	c:\pdfwrapper\Target\OS106011\Q6011075.TIF
	c:\pdfwrapper\Target\OS106011\Q6011076.TIF
	c:\pdfwrapper\Target\OS106011\Q6011077.TIF
	c:\pdfwrapper\Target\OS106011\Q6011078.TIF
	c:\pdfwrapper\Target\OS106011\Q6011079.TIF
	c:\pdfwrapper\Target\OS106011\Q6011080.TIF
	c:\pdfwrapper\Target\OS106011\Q6011081.TIF
	c:\pdfwrapper\Target\OS106011\Q6011082.TIF
	c:\pdfwrapper\Target\OS106011\Q6011083.TIF
	c:\pdfwrapper\Target\OS106011\Q6011084.TIF

