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CITY COUNCIL AGENDA

NOTICE OF REGULAR MEETING

Tuesday, February 7, 2017
7:00 p.m.
City Hall - Council Chamber
Daniel P. Moore Community Center Complex
1900 Billy G. Webb Drive
Portland, Texas

A. PROCEDURAL MATTERS, HONORS AND RELATED NON-ACTION ITEMS:

1. CALLTO ORDER: MAYOR KREBS

2. INVOCATION AND PLEDGE: MAYOR KREBS OR DESIGNEE

3. FORMAL ANNOUNCEMENTS, RECOGNITION, PRESENTATIONS AND REPORTS THAT
MAY BE DISCUSSED:

e PRESENTATION ON NOISE ABATEMENT BY REPRESENTATIVES OF
VOESTALPINE TEXAS, LLC — REPRESENTATIVE OF VOESTALPINE TEXAS, LLC
e QUARTERLY FINANCIAL REPORT — DIRECTOR OF FINANCE

4. CITY COUNCIL COMMENTS CONCERNING ITEMS OF COMMUNITY INTEREST THAT
MAY NOT BE DISCUSSED:

Members of the City Council may present reports regarding items of community
interest, provided no action is taken or discussed. ltems of community interest include
the following:

e Expressions of thanks, congratulations, or condolence

e Information regarding holiday schedules

e Honorary recognition of city officials, employees, or other citizens

e Reminders about upcoming events sponsored by the city or another entity that is
scheduled to be attended by a city official or city employee

e Announcements of imminent threats to the public health and safety of the city

5. CITY MANAGER’S REPORT:




The City Manager may present announcements, comments and updates on City
operations and projects.

B. ACTION ITEMS, RESOLUTIONS AND ORDINANCES:

Members of the audience who wish to (1) comment on issues concerning an agenda item,
(2) present questions concerning an agenda item, (3) request assistance concerning an
agenda item or (4) propose regulatory changes concerning an agenda item, must comply
with the following rules of procedure:

10.

e Persons who wish to speak must fill out and turn in a speaker card before the
meeting is convened (The Mayor will notify you when it’s your turn to speak and
direct you to the podium)

e Persons who wish to speak must identify themselves and their places of residence

e All comments, requests and proposals must be presented to or through the Mayor

e Persons who wish to speak will be given 4 minutes to do so

MINUTES OF PREVIOUS MEETING: THE CITY COUNCIL WILL CONSIDER THE MINUTES
OF ITSJANUARY 17, 2017 REGULAR MEETING — MAYOR KREBS AND CITY SECRETARY

ORDINANCE NO. 2147 — SOLID WASTE AND RECYCLING COLLECTION AND DISPOSAL
SERVICES: THE CITY COUNCIL WILL CONSIDER THE SECOND AND FINAL READING
ORDINANCE NO. 2147 THAT GRANTS AN EXCLUSIVE FRANCHISE AND AUTHORIZES A
FIVE YEAR AGREEMENT WITH REPUBLIC SERVICES OF CORPUS CHRISTI FOR SOLID
WASTE AND RECYCLING COLLECTION AND DISPOSAL SERVICES — ASSISTANT CITY
MANAGER

ORDINANCE NO. 2148 — INCREASING WATER, WASTEWATER, AND SOLID WASTE
RATES: THE CITY COUNCIL WILL CONSIDER THE SECOND AND FINAL READING OF
ORDINANCE NO. 2148 AUTHORIZING WATER, WASTEWATER AND SOLID WASTE RATE
INCREASES — DIRECTOR OF FINANCE

ORDINANCE NO. 2149 — ISSUANCE OF GENERAL OBLIGATION BONDS, SERIES 2017:
CONSIDERATION AND APPROVAL OF AN ORDINANCE AUTHORIZING ISSUANCE, SALE,
AND DELIVERY OF $14,000,000 IN AGGREGATE PRINCIPAL AMOUNT OF “CITY OF
PORTLAND, TEXAS GENERAL OBLIGATION BONDS, SERIES 2017”; SECURING THE
PAYMENT THEREOF BY AUTHORIZING THE LEVY OF AN ANNUAL AD VALOREM TAX;
AND APPROVING AND AUTHORIZING THE EXECUTION OF A PAYING
AGENT/REGISTRAR AGREEMENT, AN OFFICIAL STATEMENT, AND ALL OTHER
INSTRUMENTS AND PROCEDURES RELATED THERETO — DIRECTOR OF FINANCE

RESOLUTION NO. 727 — CALLING GENERAL ELECTION: THE CITY COUNCIL WILL
CONSIDER RESOLUTION NO. 727 WHICH CALLS FOR A MAY 6, 2017 GENERAL ELECTION
FOR THE PURPOSE OF ELECTING FOUR (4) COUNCIL MEMBERS TO TWO (2) YEAR
TERMS - CITY SECRETARY




11. RESOLUTION NO. 728 — AMENDING THE INVESTMENT POLICY OF THE CITY OF
PORTLAND: THE CITY COUNCIL WILL CONSIDER A RESOLUTION AMENDING THE
INVESTMENT POLICY OF THE CITY OF PORTLAND — DIRECTOR OF FINANCE

C. CITIZEN COMMENTS, QUESTIONS, REQUESTS AND PROPOSALS NOT APPEARING ON THE
AGENDA:

Members of the audience who wish to (1) comment on issues for which there is no item
on this agenda, (2) present questions for which there is no item on this agenda, (3) request
assistance for which there is no item on this agenda or (4) propose regulatory changes for
which there is no item on this agenda, must comply with the following rules of procedure:

e Persons who wish to speak must fill out and turn in a speaker card before the
meeting is convened (The Mayor will notify you when it’s your turn to speak and
direct you to the podium)

e Persons who wish to speak must identify themselves and their places of residence

e All comments, requests and proposals must be presented to or through the Mayor
Persons who wish to speak will only be given 4 minutes to do so

Neither the City Council nor the Staff is legally permitted to respond to citizen comments,
guestions, requests or proposals at the time of the meeting. A member of the City Council
or the City Manager may place an item on the agenda of a future City Council workshop
or meeting to legally do so. If that is done, the audience member seeking a response will
be given advance notice.

D. ADJOURNMENT: MAYOR KREBS
NOTICE OF ASSISTANCE

If you plan to attend this public meeting and you have a disability that requires special
arrangements to be made, please contact City Secretary Annette Hall (361) 777-4513 or
annette.hall@portlandtx.com) in advance of the meeting. Reasonable accommodations
will be made to facilitate your participation. The City Hall is wheelchair accessible and
specially marked parking spaces are located in front of its entrance. Special seating will
be provided in the Council Chamber during the meeting.

BRAILLE IS NOT AVAILABLE

Posted: February 3, 2017 by 5:00 p.m. By:
Portland City Hall Annette Hall
City Secretary




CITY OF PORTLAND
CITY COUNCIL
REGULAR MEETING
MINUTES
JANUARY 17, 2017 - 7:00 P.M.

On this the 17" day of January 2017, the Council of the City of Portland convened in a regular
meeting session at 7:00 p.m. in the Council Chambers of City Hall, Daniel P. Moore Community
Center Complex and notice of regular meeting giving the time, place and date and subject having
been posted as described by Section 551 of the Government Code.

MEMBERS PRESENT:

David Krebs Mayor

John Green Mayor Pro Tem
Ron Jorgensen Council Member
Cathy Skurow Council Member
Nathan Taggart Council Member
Bill T. Wilson Il Council Member
MEMBERS ABSENT:

Gary Moore, Sr. Council Member

STAFF PRESENT:

Randy Wright City Manager

Brian Delatte Assistant City Manager

Annette Hall City Secretary

Mark Cory Chief of Police

Katie Griffin Director of Finance

Lyle Lombard Fire Chief

Ginny Moses Library Director

Mona Gandy Director of Marketing and Communications
Troy Frazee Director of Public Works and Development
Kristin Connor Director of Parks and Recreation

Terrell Elliott IT Manager

Fred Bussman IT Technician

Brandon Lemon Assistant Accountant

And with a quorum being present, the following business was transacted:
A. PROCEDURAL MATTERS, HONORS, AND RELATED NON-ACTION ITEMS:

1. CALLTO ORDER: MAYOR KREBS

Mayor Krebs called the meeting to order at 7:00 pm.



2. INVOCATION AND PLEDGE: MAYOR KREBS OR DESIGNEE

Council Member Taggart gave the invocation and Mayor Krebs led the Pledge of Allegiance.

3. FORMAL ANNOUNCEMENTS, RECOGNITION, PRESENTATIONS, AND REPORTS THAT MAY
BE DISCUSSED:

o RECOGNITION HONORING THE SERVICE OF VOLUNTEER FIRE FIGHTER
BEN GREGORY — FIRE CHIEF

Fire Chief Lombard presented Volunteer Fire Fighter, Ben Gregory with a
Portland Fire Department challenge coin and a service award with his
original helmet shield, badge, and department patch.

4. CITY COUNCIL AND STAFF COMMENTS CONCERNING ITEMS OF COMMUNITY INTEREST
THAT MAY NOT BE DISCUSSED:

Members of the City Council may present reports regarding “items of community interest”
and/or be presented reports from the Staff regarding “items of community interest,”
provided no action is taken or discussed. “lItems of community interest” include the
following:

e Expressions of thanks, congratulations, or condolence

e Information regarding holiday schedules

e Honorary recognition of city officials, employees, or other citizens

e Reminders about upcoming events sponsored by the city or other entity that is
scheduled to be attended by a city official or city employee

e Announcements involving imminent threats to the public health and safety of the
city

Council Member Jorgensen expressed his appreciation for all the work that city staff and

the City Council do. He then announced that his grandson enlisted in the United States
Navy today and is the fourth generation family member to do so.

5. CITY MANAGER’S REPORT:

The City Manager may present announcements, comments and updates on City operations
and projects.

There were none.

ACTION ITEMS, RESOLUTIONS AND ORDINANCES:



Members of the audience who wish to (1) comment on issues concerning an agenda item,
(2) present questions concerning an agenda item, (3) request assistance concerning an
agenda item or (4) propose regulatory changes concerning an agenda item, must comply
with the following rules of procedure:

e Persons who wish to speak must fill out and turn in a speaker card before the meeting
is convened (The Mayor will notify you when it’s your turn to speak and direct you to
the podium)

e Persons who wish to speak must identify themselves and their places of residence

e All comments, requests and proposals must be presented to or through the Mayor

e Persons who wish to speak will be given 4 minutes to do so

Marvin Leary, a resident at 105 Hawthorne, voiced his opinion in favor of the possible

construction of an ethane cracker facility near Portland.

. MINUTES OF PREVIOUS MEETING: THE CITY COUNCIL WILL CONSIDER THE MINUTES OF ITS
JANUARY 3, 2017 REGULAR MEETING — MAYOR KREBS AND CITY SECRETARY

Mayor Krebs announced that there is one minor correction in the first paragraph of the
minutes that reads December and should be changed to January.

Mayor Pro Tem Green made the motion to approve the minutes of the January 3, 2017
regular meeting with one minor correction, seconded by Council Member Skurow.

The motion passed with the following vote:

Aye: 6 - Mayor Krebs, Mayor Pro Tem Green, Council Member Jorgensen,
Council Member Skurow, Council Member Taggart, and Council
Member Wilson

Nay: 0-
Absent: 1- Council Member Moore
Abstained: O -

. ORDINANCE NO. 2147—SOLID WASTE AND RECYCLING COLLECTION AND DISPOSAL

SERVICES: THE CITY COUNCIL WILL CONSIDER THE FIRST READING ORDINANCE NO. 2147
THAT GRANTS AN EXCLUSIVE FRANCHISE AND AUTHORIZES A FIVE YEAR AGREEMENT WITH
REPUBLIC SERVICES OF CORPUS CHRISTI FOR SOLID WASTE AND RECYCLING COLLECTION
AND DISPOSAL SERVICES — ASSISTANT CITY MANAGER

Assistant City Manager, Brian Delatte presented the following information:



The City’s exclusive franchise and contract for solid waste and recycling collection and
disposal services ends on February 28, 2017. The City Council authorized City Staff on
September 20, 2016, to negotiate with Republic Services for the proposed services. City
Staff has negotiated a proposed contract that generally maintains existing services while
reducing residential rates from Republic’s preliminary bid of $19.50 to $16.50 per month
(compared with the existing rate of $15.01). The new rates will become effective March
1, 2017, without a disruption in services.

e July 19, 2016—The City Council authorized City Staff to issue a Request for
Proposals for Solid Waste Collection and Disposal Services.

e September 20, 2016—The City Council rejected all bids and authorized City Staff to
begin contract negotiations with Republic Services.

The proposed contract is similar in structure to the existing agreement with Republic
Services. Highlights include:

e The agreement is five years, renewable upon mutual agreement for two additional
five year terms

e Residential solid waste and recycling service will remain unchanged

e Residential brush and bulky service explicitly defines that Republic will collect
unlimited amounts of brush and bulky items from a residence. Republic had
previously attempted to enforce a 6 CY per month restriction.

e Republic Services will provide services for a citizen collection center if the City
chooses to establish a center. City Staff will research the viability and efficacy of
such an arrangement as the Public Works Center Improvements are being
developed.

e Commercial and construction roll-off services remain unchanged.

e Performance penalties are included for missed services and other issues of
contractual noncompliance.

e Consumer Price Index increases are fixed to 3.5% annually after October 1, 2018.
The effective CPlincrease over the life of the contract is lower than the Department
of Labor’s rolling monthly average CPI increase from 1988-2015.

The City Council’s longstanding solid waste collection philosophy has been to provide the
best service possible at the very lowest rate for our residential customers. Previous
contracts were negotiated to reduce the residential base rates with an offset in the
commercial rates. As a result, the City’s residential solid waste rates are the lowest in the
region.

The bids that were opened in August 2016 for the new five year agreement would have
resulted in a 30% increase in the base residential rate effective March 1, 2017. City Staff
negotiated with Republic Services for a reduction in the residential base rate with a
decrease from $19.50 to $16.50 (compared with the existing rate of $15.01). The
commercial rates were adjusted to offset the reduction. The construction roll-offs utilize
the same rate as bid in August 2016 and are 24% lower than the bid received from
Dawson’s Recycling and Disposal. Utilizing the projected quantities in the RFP, the



renegotiation saved the City $310,400 over the five year agreement. The new rates will
take effect March 1, 2017.

Hal George has reviewed the contract documents and ordinance.

Council Member Jorgensen made the motion that approves the first reading of Ordinance
No. 2147 that grants an exclusive franchise and authorizes a five year agreement with
Republic Services of Corpus Christi for solid waste and recycling collection and disposal
services, seconded by Council Member Wilson.

The motion passed with the following vote:
Aye: 6 - Mayor Krebs, Mayor Pro Tem Green, Council Member Jorgensen,

Council Member Skurow, Council Member Taggart, and Council
Member Wilson

Nay: 0-
Absent: 1- Council Member Moore
Abstained: O -

Mayor Krebs read the following caption:
ORDINANCE NO. 2147

AN ORDINANCE REPEALING THE “SECOND AMENDMENT TO CITY OF
PORTLAND, TEXAS CONTRACT DOCUMENTS AND SPECIFICATIONS FOR
SOLID WASTE COLLECTION AND DISPOSAL” ADOPTED BY ORDINANCE NO.
2050; GRANTING THE EXCLUSIVE SOLID WASTE, RECYCLING, AND
CONSTRUCTION ROLL-OFF (COLLECTION AND DISPOSAL) FRANCHISE WITH
REPUBLIC SERVICES OF CORPUS CHRISTI FOR FIVE (5) YEARS BEGINNING
MARCH 1, 2017; AUTHORIZING THE CITY MANAGER TO EXECUTE THE
“AGREEMENT FOR SOLID WASTE COLLECTION AND DISPOSAL SERVICES”
WITH REPUBLIC SERVICES OF CORPUS CHRISTI; PROVIDING FOR THE REPEAL
OF ORDINANCES IN CONFLICT HEREWITH; ESTABLISHING A PENALTY AND
SPECIFICALLY NEGATING A REQUIREMENT OF A CULPABLE MENTAL STATE;
PROVIDING A SEVERABILITY CLAUSE; REQUIRING PUBLICATION AND
ESTABLISHING AN EFFECTIVE DATE.

8. ORDINANCE NO. 2148 - INCREASING WATER, WASTEWATER, AND SOLID WASTE RATES:
THE CITY COUNCIL WILL CONSIDER THE FIRST READING OF ORDINANCE NO. 2148
AUTHORIZING WATER, WASTEWATER AND SOLID WASTE RATE INCREASES — DIRECTOR OF
FINANCE




Director of Finance, Katie Griffin, presented the following information:

In conjunction with the solid waste contract just approved an ordinance increasing the rates
to $16.50 plus the $2.50 administrative fee must be approved.

In December 2016, City Staff received a letter from the San Patricio Municipal Water
District indicating the municipal water rates will increase from $3.07 per 1,000 gallons to
$3.11 per 1,000 beginning with the February billing cycle.

Ordinance No. 2148 increase water, wastewater and solid waste rates as follows:

Water Rates - Proposed 5% increase
5% on base on residential and commercial accounts
6% on volume (5% plus $.04 SPMWD) on residential and commercial
accounts

That continues to be one of the lowest water rates in the region.

The San Patricio Municipal annual water increase of $.04 takes effect in the February billing
cycle. The proposed rates are in-line with Rate Structure adopted 2 years ago and in
alignment with operational cost of doing business.

Wastewater Rates — Proposed 6% increase
6% on base and volume for residential and commercial accounts

The proposed wastewater rate increase is consistent with the Utility Rate Study and Rate
Structure adopted 2 years ago and in-line with increased operational costs and cost of
doing business. Our rates are slightly higher than other cities in our region in order to
continue to upgrade and maintain our wastewater system infrastructure.

Solid waste Rates — Proposed 10% increase
$15.01 plus $2.50 administrative fee to $16.50 plus $2.50 administrative fee

Monthly Impact on Average Residential Customer

2017 New Rate 2016 Current Rate  Monthly Increase
Water $37.08 $35.06 $2.02
Wastewater $39.98 $37.69 $2.29
Solid Waste  $19.00 $17.51 $1.49
Fee S 7.50 S 7.50 $0.00
Total $103.56 $97.76 $5.00

The rate increases recommended in this ordinance include both the water and wastewater
base rates, as well as the volumetric rates. Authorizing these rate increases will ensure



that the City continues to cover operating costs, debt service payments, and capital project
costs.

The City Council, City Manager and Director of Finance discussed the implementation of
the rates increases and the utility rate structure model.

Council Member Wilson made the motion to adopt the first reading of Ordinance No. 2148
authorizing water, wastewater and solid waste rate increases, seconded by Council
Member Jorgensen.

The motion passed with the following vote:
Aye: 6 - Mayor Krebs, Mayor Pro Tem Green, Council Member Jorgensen,

Council Member Skurow, Council Member Taggart, and Council
Member Wilson

Nay: 0-
Absent: 1- Council Member Moore
Abstained: O -

Mayor Krebs read the following caption:

ORDINANCE NO. 2148

AN ORDINANCE AMENDING THE CODE OF ORDINANCES; INCREASING THE
RATES CHARGED FOR WATER SERVICE; INCREASING THE RATES CHARGED
FOR WASTEWATER SERVICE; INCREASING THE RATES CHARGED FOR SOLID
WASTE AND RECYCLING COLLECTION AND DISPOSAL SERVICES; PROVIDING
FOR THE REPEAL OF ORDINANCES IN CONFLICT HEREWITH; PROVIDING A
SEVERABILITY CLAUSE; ESTABLISHING A PENALTY FOR VIOLATIONS AND
SPECIFICALLY NEGATING A REQUIREMENT OF A CULPABLE MENTAL STATE;
PROVIDING AND ESTABLISHING AN EFFECTIVE DATE; AND PROVIDING FOR
PUBLICATION

9. MUNICIPAL PARK AND SPORTS COMPLEX IMPROVEMENTS PROJECT CHANGE ORDER: THE
CITY COUNCIL WILL CONSIDER A CHANGE ORDER TO INCREASE THE SIZE OF THE PONY FIELD
AND SOFTBALL FIELDS FOR THE MUNICIPAL PARK AND SPORTS COMPLEX IMPROVEMENTS
PROJECT — CITY MANAGER AND ASSISTANT CITY MANAGER

City Manager, Randy Wright, explained that at the December 20, 2016 meeting, City Council
members expressed interest in increasing the size of the softball fields at the Sports
Complex and pony field at Municipal Park. Hellas Construction has provided proposed
pricing for those changes for your consideration.



Assistant City Manager, Brian Delatte, presented the following information:

DETAILS/STAFF ANALYSIS
The softball fields at the Sports Complex were designed by Hellas with outfield fencing at
190 feet. UIL field standards are dictated by the National Federation of State High School
Associations (NFHS), which require a distance of 185 — 235 feet. Dimensions of other area
softball fields are:

e Gregory-Portland High School—200 feet

e Existing City softball fields (3) — 200-220 feet

e Taft High School—200 feet

e Ingleside High School—200 feet

e Cabaniss Field—210 feet

e (Calallen High School-205 feet
Hellas’s proposal to increase the field size from 190 to 200 feet for all four fields is
$104,423.10.

The large baseball field at Municipal Park was designed by Hellas to Pony League standards
(265 RF/LF and 315 CF). UIL standards require a minimum 300 RF/LF and 350 CF.
Dimensions of other area baseball fields are:

e Gregory-Portland High School—315/360 feet
e Taft High School—300/335 feet

¢ Ingleside High School—300/350 feet

e Cabaniss Field—310/375 feet

e Calallen High School-305/375 feet

Hellas’s proposal to increase the field size from 250 RF/LF and 300 CF to 300 RF/LF and 350
CF is $285,881.13. The increase in the baseball field size to UIL requirements would allow
for a 16-team tournament in conjunction with the G-PHS grass field.

According to the National Association of Sports Commissions, the direct retail spending for
the average 16-team tournament is $99,329.78. Hotels account for $34,320.00 of that
direct spending. Using these average figures, the tax revenues generated by a 16-team
tournament would be $1,300.18 for local sales tax and $2,059.20 for hotel occupancy tax.

At the December 20, 2016, City Council meeting, there was interest in increasing the
number of canopy trees. Hellas has not completed the landscaping design on the project.
We are working with them to increase and optimize landscaping. City Council will have a
chance to consider the changes once the design is complete.

FINANCIAL IMPACT
The project’s construction contingency is $557,553.75. If these changes are approved,
$390,304.23 will be allocated leaving a contingency of $167,249.52.

The City Council, City Manager and Assistant City Manager discussed the proposed Change
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Order, landscaping and the total budget and project cost of the Municipal Park and Sports
Complex Improvements Project.

Council Member Taggart made the motion to authorize the City Manager to execute all
necessary change order documents to expand the size of the Pony Field and Softball Fields,
seconded by Mayor Pro Tem Green.

The motion passed with the following vote:

Aye: 6 - Mayor Krebs, Mayor Pro Tem Green, Council Member Jorgensen,
Council Member Skurow, Council Member Taggart, and Council
Member Wilson

Nay: 0-
Absent: 1- Council Member Moore
Abstained: O -

EXECUTIVE SESSION: THE CITY COUNCIL WILL CONDUCT AN EXECUTIVE SESSION
ACCORDING TO GOVERNMENT CODE SECTION 551.087 DELIBERATION REGARDING
ECONOMIC DEVELOPMENT NEGOTIATIONS RELATED TO COMMERCIAL OR FINANCIAL
INFORMATION THAT THE GOVERNMENTAL BODY HAS RECEIVED FROM A BUSINESS
PROSPECT THAT THE GOVERNMENTAL BODY SEEKS TO HAVE LOCATE, STAY, OR EXPAND IN
OR NEAR THE TERRITORY OF THE GOVERNMENTAL BODY AND WITH WHICH THE
GOVERNMENTAL BODY IS CONDUCTING ECONOMIC DEVELOPMENT NEGOTIATIONS -
MAYOR AND CITY MANAGER

At 7:45 p.m. Mayor Krebs announced that the City Council will conduct an Executive Session
according to Government Code Section 551.087 deliberation regarding economic
development negotiations related to commercial or financial information that the
governmental body has received from a business prospect that the governmental body
seeks to have locate, stay, or expand in or near the territory of the governmental body and
with which the governmental body is conducting economic development negotiations.

Mayor Krebs announced that the Executive Session was concluded at 8:25 p.m. and no
action will be taken.

Mayor Krebs reconvened the meeting at 8:25 p.m.

CITIZEN COMMENTS, QUESTIONS, REQUESTS, AND PROPOSALS NOT APPEARING ON
THE AGENDA:

Members of the audience who wish to (1) comment on issues for which there is no item



on this agenda, (2) present questions for which there is no item on this agenda, (3) request
assistance for which there is no item on this agenda or (4) propose regulatory changes for
which there is no item on this agenda, must comply with the following rules of procedure:

e Persons who wish to speak must fill out and turn in a speaker card before the
meeting is convened (The Mayor will notify you when it’s your turn to speak and
direct you to the podium)

e Persons who wish to speak must identify themselves and their places of residence

e All comments, requests and proposals must be presented to or through the Mayor

e Persons who wish to speak will only be given 4 minutes to do so

Neither the City Council nor the Staff is legally permitted to respond to citizen comments,
guestions, requests, or proposals at the time of the meeting. A member of the City Council
or the City Manager may place an item on the agenda of a future City Council workshop or
meeting to legally do so. If that is done, the audience member seeking a response will be
given advance notice.

There were none.

D. ADJOURNMENT: MAYOR KREBS

Mayor Krebs adjourned the meeting at 8:26 p.m.

NOTICE OF ASSISTANCE

If you plan to attend this public meeting and you have a disability that requires special
arrangements to be made, please contact City Secretary Annette Hall (361) 777-4513 or
annette.hall@portlandtx.com in advance of the meeting. Reasonable accommodations will
be made to facilitate your participation. The City Hall is wheelchair accessible and specially
marked parking spaces are located in front of its entrance. Special seating will be provided in
the Council Chamber during the meeting.

BRAILLE IS NOT AVAILABLE

Approved:

David Krebs
Mavyor

Attest:

City Secretary



CITY COUNCIL ACTION ITEM
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AGENDA TITLE ORDINANCE NO. 2147—SOLID WASTE AND RECYCLING COLLECTION
AND DISPOSAL SERVICES
THE CITY COUNCIL WILL CONSIDER THE SECOND AND FINAL READING
OF ORDINANCE NO. 2147 THAT GRANTS AN EXCLUSIVE FRANCHISE
AND AUTHORIZES A FIVE YEAR AGREEMENT WITH REPUBLIC
SERVICES OF CORPUS CHRISTI FOR SOLID WASTE AND RECYCLING
COLLECTION AND DISPOSAL SERVICES

MEETING DATE 2/7/2017
DEPARTMENT Administration

SUBMITTED BY Brian Delatte, P.E., Assistant City Manager

EXECUTIVE SUMMARY
Ordinance No. 2147 remains unchanged from its first reading on January 17, 2017.

The City’s exclusive franchise and contract for solid waste and recycling collection and disposal
services end on February 28, 2017. The City Council authorized City Staff on September 20,
2016, to negotiate with Republic Services for the proposed services. City Staff has negotiated
a proposed contract that generally maintains existing services while reducing residential rates
from Republic’s preliminary bid of $19.50 to $16.50 per month (compared with the existing
rate of $15.01). The new rates will become effective March 1, 2017, without a disruption in
services.

PRIOR ACTIONS OR REVIEWS
e July 19, 2016—The City Council authorized City Staff to issue a Request for Proposals
for Solid Waste Collection and Disposal Services.
e September 20, 2016—The City Council rejected all bids and authorized City Staff to
begin contract negotiations with Republic Services.

DETAILS / STAFF ANALYSIS
The proposed contract is similar in structure to the existing agreement with Republic Services.
Highlights include:
e The agreement is five years, renewable upon mutual agreement for two additional five
year terms
e Residential solid waste and recycling service will remain unchanged
e Residential brush and bulky service explicitly defines that Republic will collect unlimited
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amounts of brush and bulky items from a residence. Republic had previously attempted
to enforce a 6 CY per month restriction.

e Republic Services will provide services for a citizen collection center if the City chooses
to establish a center. City Staff will research the viability and efficacy of such an
arrangement as the Public Works Center Improvements are being developed.

e Commercial and construction roll-off services remain unchanged.

e Performance penalties are included for missed services and other issues of contractual
noncompliance.

e Consumer Price Index increases are fixed to 3.5% annually after October 1, 2018. The
effective CPI increase over the life of the contract is lower than the Department of
Labor’s rolling monthly average CPl increase from 1988-2015.

The City Council’s longstanding solid waste collection philosophy has been to provide the best
service possible at the very lowest rate for our residential customers. Previous contracts were
negotiated to reduce the residential base rates with an offset in the commercial rates. As a
result, the City’s residential solid waste rates are the lowest in the region.

The bids that were opened in August 2016 for the new five year agreement would have
resulted in a 30% increase in the base residential rate effective March 1, 2017. City Staff
negotiated with Republic Services for a reduction in the residential base rate with a decrease
from $19.50 to $16.50 (compared with the existing rate of $15.01). The commercial rates were
adjusted to offset the reduction. The construction roll-offs utilize the same rate as bid in
August 2016 and are 24% lower than the bid received from Dawson’s Recycling and Disposal.
Utilizing the projected quantities in the RFP, the renegotiation saved the City $310,400 over
the five year agreement. The new rates will take effect March 1, 2017.

Hal George has reviewed the contract documents and ordinance.

ALTERNATIVES CONSIDERED
None.

FINANCIAL IMPACT
N/A.

ATTACHMENTS
1. Ordinance No. 2147
2. Agreement for Solid Waste Collection and Disposal Services

RECOMMENDED ACTION

Adopt a motion that approves the second and final reading of Ordinance No. 2147 that grants
an exclusive franchise and authorizes a five year agreement with Republic Services of Corpus
Christi for solid waste and recycling collection and disposal services.
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ORDINANCE NO. 2147

AN ORDINANCE REPEALING THE “SECOND AMENDMENT TO CITY OF
PORTLAND, TEXAS CONTRACT DOCUMENTS AND SPECIFICATIONS FOR
SOLID WASTE COLLECTION AND DISPOSAL” ADOPTED BY ORDINANCE
NO. 2050; GRANTING THE EXCLUSIVE SOLID WASTE, RECYCLING, AND
CONSTRUCTION ROLL-OFF (COLLECTION AND DISPOSAL) FRANCHISE
WITH REPUBLIC SERVICES OF CORPUS CHRISTI FOR FIVE (5) YEARS
BEGINNING MARCH 1, 2017; AUTHORIZING THE CITY MANAGER TO
EXECUTE THE “AGREEMENT FOR SOLID WASTE COLLECTION AND
DISPOSAL SERVICES” WITH REPUBLIC SERVICES OF CORPUS CHRISTI;
PROVIDING FOR THE REPEAL OF ORDINANCES IN CONFLICT
HEREWITH; ESTABLISHING A PENALTY AND SPECIFICALLY NEGATING
A REQUIREMENT OF A CULPABLE MENTAL STATE; PROVIDING A
SEVERABILITY CLAUSE; REQUIRING PUBLICATION AND ESTABLISHING
AN EFFECTIVE DATE.

WHEREAS, the City Council has determined that the continued privatization of
solid waste collection and disposal for residential, commercial, and construction roll-off
services is beneficial to Portland residents and businesses; and,

WHEREAS, the City Council has determined that Republic Services is the most
qualified solid waste service contractor in the Coastal Bend and an exclusive franchise
should be granted for a five (5) year period beginning March 1, 2017.

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

SECTION 1: The “SECOND AMENDMENT TO CITY OF PORTLAND, TEXAS CONTRACT

DOCUMENTS AND SPECIFICATIONS FOR SOLID WASTE COLLECTION AND DISPOSAL,”
adopted by Ordinance No. 2050 is hereby repealed.

SECTION 2: The City Council hereby grants an exclusive franchise to Republic Services of

Corpus Christi for the collection and disposal of solid waste, recycling, and construction
roll-off materials within the City of Portland.

SECTION 3: The City Council authorizes the City Manager to execute the AGREEMENT
FOR SOLID WASTE COLLECTION AND DISPOSAL SERVICES with Republic Services of
Corpus Christi, effective March 1, 2017.

SECTION 4: All previously adopted rules, regulations, policies and ordinances in conflict
with this Ordinance are hereby repealed.
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SECTION 5: If any provision, section, clause or phrase of this Ordinance, or the
application of same to any person or set of circumstances is, for any reason held to be
unconstitutional, void or invalid, the validity of the remaining portions of this Ordinance
shall not be affected thereby, it being the intent of the City Council in adopting this
Ordinance that no portion hereof, or provisions or regulations contained herein, shall
become inoperative or fail by reason of any unconstitutionality of any other portion
hereof, and all provisions of this Ordinance are declared severable for that purpose.

SECTION 6: Any person who violates this Ordinance shall be guilty of a misdemeanor
and, upon conviction thereof, shall be subject to a fine not exceeding five hundred
dollars ($500.00). Each and every day that a violation of this Ordinance occurs shall
constitute a separate offense. The culpable mental state required by Chapter 6.02,
Texas Penal Code, is specifically negated and dispensed with and a violation is a strict
liability offense.

SECTION 7: This Ordinance shall be published after second reading hereof by publishing
the caption thereof in the official newspaper with a statement the public may view the
Ordinance in the Office of the City Secretary. This Ordinance shall take effect upon its

publication.

PASSED AND APPROVED this 7t" day February 2017.

EXECUTED:

By:

David Krebs, Mayor

ATTEST:

Annette Hall, City Secretary



STATE OF TEXAS 8§
COUNTY OF SAN PATRICIO 8§

AGREEMENT FOR SOLID WASTE COLLECTION AND DISPOSAL SERVICES

This Agreement is entered into between the City of Portland (“City”), whose address is

1900 Billy G. Webb Drive, Portland, Texas 78374; and BFlI Waste Services of Texas, LP d/b/a
Allied Waste Services of Corpus Christi // Republic Services of Corpus Christi (“Contractor”),
whose address is P.O. Box 9236, Corpus Christi, Texas 78469.

1.01.

1.02.

2.01

3.01

3.02

Article 1 - Recitals

The City Council has determined that the continued privatization of solid waste
collection and disposal is beneficial to Portland residents and businesses.

The Parties agree that the Contractor shall have sole and exclusive franchise, license,
and privilege to provide collection services for residential, commercial, recycling, and
construction roll-offs within the corporate limits of the City. The Contractor shall furnish
all personnel, labor, equipment, trucks, and all other items necessary to collect waste
materials pursuant to this Agreement.

Article 2 — Effective Date

The term for this Agreement shall be for the period beginning on March 1, 2017, at
12:00 a.m., the “Effective Date” of this Agreement, and continuing until February 28,
2022, at 11:59 p.m. The Agreement may be renewable for up to two (2) subsequent five
(5) year periods upon mutual written consent of the Contractor and the City.

Article 3 — Definitions

Brush. Brush includes tree wood and/or bush branches, marsh plants such as cattails
and tropical grasses such as bamboo and all other similar plant life, twigs and trimmings
that are generally too large or otherwise impractical to place in the cart. Mixed piles
with bagged refuse, yard waste, and construction debris are not permitted. Branches
shall be trimmed to under six (6) feet in length.

Bulky Waste. Solid Waste not easily containerized in a Cart such as, but not limited to
appliances, furniture, and other Solid Waste. Bulky Waste shall not include Excluded
Waste.

City of Portland
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3.03

3.04

3.05

3.06

3.07

3.08

3.09

3.10

Bulky Waste Services. Collection of Bulky Waste and Disposal of Bulky Waste at a
Disposal Site.

Cart. A receptacle, equipped with wheels and a bar, with a capacity of approximately
ninety-six (96) gallons, designed to be mechanically dumped into a loader-packer type
truck via a fully-automated truck arm or semi-automated truck tipper, purchased with a
minimum ten (10) year manufacturer’s warranty and approved in advance by the City.
The filled weight of carts shall not exceed 250 pounds.

City. The City of Portland, Texas, and the City’s officers, elected officials, employees,
agents, volunteers, and representatives.

City Facility. A City owned or operated facility. The City Staff has the sole authority to
add or eliminate City Facilities to receive City Services. Current facilities include:
Community Center: Two 6 cu yd @ 1X per week
Senior Center: One 3 cuyd @ 1X per week
Public Works: Three 4 cu yd @ 2X per week
Fire Station: Carts (2 waste, 1 recycle) @ 1X per week
Fire Station 2: One 3 cuyd @ 1X per week
City Hall: Carts (3 waste, 2 recycle) @ 1X per week
Police Department: One 6 cu yd @ 1X per week
Animal Control: One 2 cuyd @ 1X per week
Indian Point Pier: One 3 cuyd @ 2X per week
Sports Complex: Three 4 cu yd @ 2X per week
Municipal Park: One 4 cuyd + One 6 cu yd @ 2X per week
Library: One 2 cuyd @ 1X per week

City Staff. The City Manager or his/her designee.

Collect or Collection. The act of removing Solid Waste for transport to a Disposal Site,
removing Recyclable Materials for transport to a Recycling Facility, and removing Bulky
Waste for transport to a Disposal Site or Recycling Facility.

Commercial Unit. All units requiring collections that are not Residential or Small
Commercial Units.

Construction or Demolition Waste. In accordance with 30 Texas Administrative Code §
330.3, defined as “Waste resulting from construction or demolition projects; includes all
materials that are directly or indirectly the by-products of construction work or that
result from demolition of buildings and other structures, including, but not limited to,
paper, cartons, gypsum board, wood, excelsior, rubber, and plastics.” This term does not
include waste generally associated with minor construction or demolition projects,
including carpet, carpet pads, fence pickets, toilets, and sinks.

City of Portland
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3.11

3.12

3.13

3.14

3.15

3.16

3.17

3.18

3.19

3.20

Contractor’s Representative. Contractor’'s employee designated in charge of
Contractor’s operations under the Contract and who is authorized to make decisions
and act on Contractor’s behalf as set forth in the Contract.

Curbside. The location within two (2) feet of the curb of the street abutting such
property that provides primary access to the Cart as designated by the City Staff unless
such placement interferes with or endangers movement of vehicles and pedestrians.

Customer(s). An occupant of a Residential Unit or a Non-Residential Unit in the Contract
Area, and that has a City utility account that is billed for Garbage service on a monthly
basis.

Dead Animal. Animal or part of an animal equal to or greater than ten (10) pounds in
weight that has expired from any cause except those slaughtered or killed for human
use.

Disposal. In accordance with 30 Texas Administrative Code § 330.3, defined as “The
discharge, deposit, injection, dumping, spilling, leaking, or placing of any solid waste or
hazardous waste (whether containerized or uncontainerized) into or on any land or
water so that such solid waste or hazardous waste or any constituent thereof may enter
the environment or be emitted into the air or discharged into any waters, including
groundwater”.

Disposal Site or Facility. All contiguous land, structures, other appurtenances, and
improvements on the land that is licensed and permitted, as required by all
governmental bodies having jurisdiction, for disposing of Solid Waste. A Disposal Site
may be publicly or privately owned and may consist of several Disposal operational
units.

Dumpster. A watertight receptacle, with a capacity of approximately two (2) cubic yards
up to approximately eight (8) cubic yards, equipped with tight-fitting lid and designed to
be mechanically dumped into a loader-packer type truck.

Dwelling Unit. Any group of rooms located within a dwelling and forming a single
habitable unit with facilities which are used, or are intended to be used, for living,
sleeping, cooking and eating.

Excluded Waste. Hazardous Waste, Special Waste, and Construction or Demolition
Waste.

Garbage. In accordance with 30 Texas Administrative Code § 330.3, defined as “Solid
waste consisting of putrescible animal and vegetable waste materials resulting from the
handling, preparation, cooking, and consumption of food, including waste materials
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3.21

3.22

3.23

3.24

3.25

3.26

from markets, storage facilities, handling, and sale of produce and other food products.”
This definition includes any and all dead animals of less than ten (10) pounds weight,
except those slaughtered for human consumption.

Generator. Any person or entity that produces Solid Waste and/or Recyclable Materials.

Hazardous Waste. In accordance with 30 Texas Administrative Code § 330.3, defined as
“Any solid waste identified or listed as a Hazardous Waste by the administrator of the
United States Environmental Protection Agency under the federal Solid Waste Disposal
Act, as amended by the Resource Conservation and Recovery Act of 1976, 42 United
States Code, §§6901 et seq., as amended.”

May or Should. Not mandatory but permissible.

Non-Residential Unit. An improved property, located in the City, other than a Residential
Unit.

Recyclable Materials. In accordance with 30 Texas Administrative Code § 330.3, defined
as “A material that has been recovered or diverted from the Non-Hazardous Waste
stream for purposes of reuse, Recycling, or reclamation, a substantial portion of which is
consistently used in the manufacture of products that may otherwise be produced using
raw or virgin materials. Recyclable material is not solid waste. However, recyclable
material may become solid waste at such time, if any, as it is abandoned or disposed of
rather than recycled, whereupon it will be solid waste with respect only to the party
actually abandoning or disposing of the material.” This definition includes, but is not
limited to, the following:

a. Cans - Clean aluminum, tin/steel containers.

b. Paper—Clean, dry, unsoiled (white, mixed, newspaper, magazines, folders).
c. Plastic— PETE & HDPE containers (milk jugs, clear bottles, colored plastic)
d. Cardboard- Clean, dry, unsoiled

e. ltems not accepted- Styrofoam, glass, rubber hoses, hangers, plastic bags

Recycling or Recycle. In accordance with 30 Texas Administrative Code § 330.3, defined
as “A process by which materials that have served their intended use or are scrapped,
discarded, used, surplus, or obsolete are collected, separated, or processed and
returned to use in the form of raw materials in the production of new products. Except
for mixed municipal solid waste composting, that is, composting of the typical mixed
solid waste stream generated by Residential, commercial, and/or institutional sources,
Recycling includes the composting process if the compost material is put to beneficial
use.”
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3.27

3.28

3.29

3.30

3.31

3.32

3.33

3.34

3.35

3.36

Recycling Cart. A Cart exclusively utilized for Recycling Services.

Recycling Facility. All contiguous land, structures, other appurtenances, and
improvements on the land that is licensed and permitted, as required by all
governmental bodies having jurisdiction, for Recycling of Recyclable Materials. A
Recycling Facility may be publicly or privately owned and may consist of several Disposal
operational units.

Recycling Services. Collection of Recyclable Materials and Disposal of Recyclable
Materials at a Recycling Facility for processing.

Refuse. A non-putrescible, solid waste (excluding ashes), consisting of both combustible
and noncombustible waste materials, combustible rubbish, including paper, rags,
cardboard, cartons, wood, excelsior, furniture, rubber, plastics, yard trimmings, leaves,
and similar materials; noncombustible rubbish, including glass, crockery, tin cans,
aluminum cans, metal furniture and like materials which will not burn at ordinary
incinerator temperatures (1600 degrees F to 1800 degrees F), but not including
construction debris.

Resident. A person whom resides at a Residential Unit.

Residential Unit(s). An improved property which is used, or capable of being used, for
domestic use by a single family, including a single-family dwelling, duplex, fourplex,
townhouse, apartment or condominium unit. A Residential Unit shall be deemed
occupied when either water or electric services are being supplied thereto. A
townhouse, fourplex, duplex, or condominium dwelling, whether of single or multi-level
construction, consisting of four or less contiguous or separate single family Dwelling
Units, shall be treated as a Residential Unit, except that each Dwelling Unit within any
such Residential Unit shall be billed separately as a Residential Unit. Those Residential
Units designated by the City Staff to be served by a Dumpster or Roll-off Compactor
shall not be included in this definition and shall be a Non-Residential Service Unit.

Residential Services. Solid Waste Services, Bulky Waste Services, and Recycling Services
for Residential Units.

Roll-off. A watertight receptacle, with a capacity of approximately ten (10) cubic yards
up to approximately forty (40) cubic yards, intended to be loaded onto a motor vehicle.

Roll-off Compactor. A Roll-off with a Compactor.

Rubbish. In accordance with 30 Texas Administrative Code § 330.3, defined as “Non-
putrescible solid waste (excluding ashes), consisting of both combustible and
noncombustible waste materials. Combustible rubbish includes paper, rags, cartons,
wood, excelsior, furniture, rubber, plastics, brush, or similar materials; noncombustible
rubbish includes glass, crockery, tin cans, aluminum cans, and similar materials that will
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3.37

3.38

3.39

3.40

not burn at ordinary incinerator temperatures (1,600 degrees Fahrenheit to 1,800
degrees Fahrenheit).”

Shall or Must. Mandatory and not merely directory or optional.

Small Commercial Unit. All commercial establishments requiring collections in the same
manner as residential units, with service by carts rather than by dumpster.

Single Stream. System in which all Program Recyclable Materials are commingled and
that do not require the Generator to separate prior to Collection.

Solid Waste. In accordance with 30 Texas Administrative Code § 330.3, defined as
“Garbage, rubbish, refuse, sludge from a wastewater treatment plant, water supply
treatment plant, or air pollution control facility, and other discarded material, including
solid, liquid, semi-solid, or contained gaseous material resulting from industrial,
municipal, commercial, mining, and agricultural operations and from community and
institutional activities. The term does not include:

solid or dissolved material in domestic sewage, or solid or dissolved material in
irrigation return flows, or industrial discharges subject to regulation by permit issued
under Texas Water Code, Chapter 26; return flows, or industrial discharges subject
to regulation by permit issued under Texas Water Code, Chapter 26;

soil, dirt, rock, sand, and other natural or man-made inert solid materials used to fill
land if the object of the fill is to make the land suitable for the construction of
surface improvements; or

waste materials that result from activities associated with the exploration,
development, or production of oil or gas or geothermal resources and other
substance or material regulated by the Railroad Commission of Texas under Natural
Resources Code, §91.101, unless the waste, substance, or material results from
activities associated with gasoline plants, natural gas liquids processing plants,
pressure maintenance plants, or repressurizing plants and is Hazardous Waste as
defined by the administrator of the United States Environmental Protection Agency
under the federal Solid Waste Disposal Act, as amended by the Resource
Conservation and Recovery Act, as amended (42 United States Code, §§6901 et

seq.).

3.41 Solid Waste Cart. A Cart utilized exclusively for Solid Waste Services.

3.42

3.43

Solid Waste Services. Collection of Solid Waste and Disposal of Solid Waste at a Disposal
Site.

Special Accessible Service. For all Units, that request so in writing to the City, the
Contractor shall provide collection service to carts by moving them from their normal

City of Portland
Solid Waste Collection and Disposal Services Agreement Page 6 of 30



location on the lot (typically near a garage, in the side yard, or similar location) to the
location required for collection. The carts shall be returned to their original location
once collection is completed.

3.44 Special Waste. In accordance with 30 Texas Administrative Code § 330.3, defined as
“Any solid waste or combination of solid wastes that because of its quantity,
concentration, physical or chemical characteristics, or biological properties requires
special handling and Disposal to protect the human health or the environment. If
improperly handled, transported, stored, processed, or disposed of or otherwise
managed, it may pose a present or potential danger to the human health or the
environment. Special wastes are:

a. Class 1 industrial nonhazardous waste;

b. Hazardous Waste from conditionally exempt small-quantity generators that may be
exempt from full controls under Chapter 335, Subchapter N of this title (relating to
household materials which could be classified as Hazardous Wastes);

c. untreated medical waste;

d. municipal wastewater treatment plant sludges, other types of domestic sewage
treatment plant sludges, and water-supply treatment plant sludges;

e. septic tank pumpings;

f. grease and grit trap wastes;

g. wastes from commercial or industrial wastewater treatment plants; air pollution control
facilities; and tanks, drums, or containers used for shipping or storing any material that
has been listed as a hazardous constituent in 40 Code of Federal Regulations (CFR) Part
261, Appendix VIII but has not been listed as a commercial chemical product in 40 CFR
§261.33(e) or (f);

h. slaughterhouse wastes;

i. dead animals;

j. drugs, contaminated foods, or contaminated beverages, other than those contained in
normal household waste;

k. pesticide (insecticide, herbicide, fungicide, or rodenticide);

I. discarded materials containing asbestos;

m. incinerator ash;

City of Portland
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3.45

3.46

4.01

4.02

soil contaminated by petroleum products, crude oils, or chemicals in concentrations of
greater than 1,500 milligrams per kilogram total petroleum hydrocarbons; or
contaminated by constituents of concern that exceed the concentrations listed in Table
1 of §335.521(a)(1) of this title (relating to Appendices);

used oil;

waste from oil, gas, and geothermal activities subject to regulation by the Railroad
Commission of Texas when those wastes are to be processed, treated, or disposed of at
a solid waste management facility authorized under this chapter;

waste generated outside the boundaries of Texas that contains:
l. any industrial waste;

Il. any waste associated with oil, gas, and geothermal exploration, production,
or development activities; Or

M. any item listed as a special waste in this paragraph
lead acid storage batteries; and
used-oil filters from internal combustion engines.”

Unit. Residential and Non-Residential Units that qualify for services requested in this
RFP.

Waste Materials means nonhazardous Solid Waste and Recyclable Materials but does
not include Excluded Waste.

Article 4 — Scope of Work

The work under this Agreement shall consist of all the supervision, materials,
equipment, labor, and all other items necessary to complete said work in accordance
with the Agreement. The work under this Agreement does not include the collection of
Excluded Waste or any increased volume resulting from a flood, hurricane, or similar act
of God over which the Contractor has no control. The City has a history of having high
seasonal weather related peaks for bulk and brush that are included in the base service
levels the Contractor will provide.

It is the intent under this Agreement for the Contractor to collect certain source
separated commodities to be recycled. The Contractor will not be required to collect
those commodities which are mixed garbage, trash and rubbish normally collected by
sanitation crews. The Contractor will tag the container as being unacceptable for
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4.03

4.04

5.01

collection. Contractor may, in its sole discretion, reject any Unacceptable Waste
provided by customers. If Unacceptable Waste is discovered before it is collected by
Contractor, Contractor may refuse to collect the entire container of waste. In such
situations, Contractor shall contact the City and the City shall take appropriate action to
ensure that such Unacceptable Waste is removed and properly disposed of. If any
Unacceptable Waste is not discovered by Contractor before it is collected, Contractor
may, in its sole discretion, remove, transport and dispose of such Unacceptable Waste
at a location authorized to accept such Unacceptable Waste. The City shall provide all
reasonable assistance to Contractor to conduct an investigation to determine the
identity of the depositor or generator of any Unacceptable Waste and to assist
Contractor in collecting from the generator or depositor the costs incurred by
Contractor in connection with the Unacceptable Waste. Subject to the City providing
reasonable assistance to Contractor as set forth herein, Contractor shall release the
[City] from any liability for any such costs except to the extent that such Unacceptable
Waste is determined to be attributed to the City.

Except for City’s obligation to pay amounts due to Contractor, any failure or delay in
performance under this Contract due to contingencies beyond a party’s reasonable
control, including, but not limited to, strikes, riots, terrorist acts, compliance with
applicable laws or governmental orders, fires, bad weather and acts of God (a “Force
Majeure event”), shall not constitute a breach of this Contract, but shall entitle the
affected party to be relieved of performance at the current pricing levels under this
Contract during the term of such event and for a reasonable time thereafter. The
collection or disposal of any increased volume resulting from a Force Majeure event,
shall be included as part of Contractor’s service under this Agreement. In the event of
such a flood, hurricane or other Act of God where significant increases in volume of
MSW are produced, Contractor and the City shall negotiate an additional payment to be
made to Contractor. Further, when the City and Contractor reach such agreement,
then the City shall grant Contractor variances in routes and schedules, as deemed
necessary, of Contractor by both parties.

All collection activities shall conform to all City of Portland ordinances, rules, and
regulations, including City of Portland Code of Ordinances Chapter 21 and 23 regarding
maximum allowable vehicle weights and solid waste collection services.

Article 5 — Type of Collection

Residential and Small Commercial Service
a. Contractor shall provide automated curbside collection service for the collection
of Residential Solid Waste and Small Commercial Solid Waste to each such
Residential and Small Commercial Unit one (1) time per week per the route map
in Exhibit “A”. Each Residential Unit and Small Commercial Unit will be given one
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(1) 96-gallon cart for Solid Waste collection. Additional carts are available at the
established rates. All Solid Waste must be placed in the cart so that the lid closes
properly. No outside Solid Waste will be collected in addition to the contents of
the cart. Carts must be placed at curbside by 8:00 a.m. on the designated
collection day.

i. The Contractor shall provide special accessible service to all units
requesting the service.

ii. When construction work is being performed in the right-of-way,
Containers shall be placed as close as practicable to an access point for
the collection vehicle.

iii. Contractor may decline to collect any Container or Bag not so placed or
any Waste Material not in a Container as specified in the applicable
Exhibit hereto, provided that the Contractor shall provide a list of
locations where the Contractor declined to collect any customer’s
container and/or contents due to a violation.

iv. Collection of Residential Waste Material shall not start before 8:00 a.m.
or continue after 7:00 p.m. on the same day. Exceptions to collection
hours shall be effected only upon the mutual agreement of the City and
Contractor, or when Contractor reasonably determines that an exception
is necessary in order to complete collection on an existing collection
route due to unusual circumstances.

v. Contractor and the City shall, at a minimum, conduct an annual house
count for purposes of insuring that all Residential units are accounted for
and that payment and billing reflect the proper house count figures.

b. Contractor shall provide automated curbside collection service for the collection
of single-stream Recyclable Material from each Residential Unit and Small
Commercial Unit every other week, or 26 times per year per the route map in
Exhibit “A”. Each Residential Unit and Small Commercial Unit will be given one
(1) 96-gallon cart for recyclable collection. Additional carts are available at the
established rates. All Recyclables must be placed in the cart so that the lid
closes properly. No outside Recyclables will be collected in addition to the
contents of the cart. Carts must be placed at curbside by 8:00 a.m. on the
designated collection day.

i. The Contractor shall provide special accessible service to all units
requesting the service.

ii. When construction work is being performed in the right-of-way,
Containers shall be placed as close as practicable to an access point for
the collection vehicle.

iii. Contractor may decline to collect any Container or Bag not so placed or
any Waste Material not in a Container as specified in the applicable
Exhibit hereto, provided that the Contractor shall provide a list of
locations where the Contractor declined to collect any customer’s
container and/or contents due to a violation.
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iv. Collection of Residential Waste Material shall not start before 8:00 A.M.
or continue after 7:00 P.M. on the same day. Exceptions to collection
hours shall be effected only upon the mutual agreement of the City and
Contractor, or when Contractor reasonably determines that an exception
is necessary in order to complete collection on an existing collection
route due to unusual circumstances.

c. Contractor shall provide for the monthly collection from Residential Units of
Brush and Bulky Waste per the route map in Exhibit “A”.

i. An unlimited volume of Brush and Bulky Waste per residence will be
collected by the Contractor. The Contractor may opt to use a
Composting Facility outside the City limits for the disposition of Brush or
other green waste. However, the City will not place additional or special
requirements on residents to separate or prepare green waste for this
purpose.

ii. Appliances or “White Goods” such as a freezer, refrigerator, water cooler,
dehumidifier, air conditioner and any appliances containing refrigerants
must be tagged certifying that all CFCs, chlorofluorocarbons, have been
removed by a certified refrigerant technician prior to their placement for
collection.

iii. The base service levels include seasonal peaks which may consist of
typical damage from high winds, lighting, spring, or fall trimmings, etc.
The Contractor will need to provide agility with management and
resources to anticipate and accommodate for these seasonal peaks.

iv. There are no limitations on volumes. Loose items should be placed in
containers such as boxes for safe, manageable collection. If items are too
heavy or too long to be loaded by grappler/claw equipment, the
Contractor will leave an English/Spanish tag on the item or residence
door to notify the customer of the specific problem, resolution options
and contact information for assistance. Additionally, the oversize notice
will be recorded, and the City’s Public Works Department will be notified.
The City-provided base residential Bulky and Brush Service is only
intended to include items generated on the residential premise where
the service is received.

v. The City-provided base residential Bulky and Brush service does not
include on-site construction or remodel demolition debris removal.
Debris related to small scale home repairs should not be considered
“construction debris.” This term does not include waste generally
associated with minor construction or demolition projects, including
carpet, carpet pads, fence pickets, toilets, and sinks.

vi. Requests for disposal of Brush and Bulky Waste during times other than
the regularly scheduled collection day or on Light Commercial and
Commercial Units will be considered outside of base schedule service and
be billed an extra fee as provided in Exhibit “B”.
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5.02

5.03

6.01

d. The Contractor may provide for the special collection of Hazardous Waste and

Biohazard Medical Waste at Commercial Units and Residential Units at its sole
discretion and upon such terms and conditions as Contractor shall specify.
Residential and Small Commercial accounts shall be billed and collected by the

City, including all administrative and billing fees.

Commercial Unit Collections

a.

The Contractor shall provide collection and disposal of Solid Waste via
dumpsters.

Collection of Commercial Units shall not start before 6:00 a.m. or continue after
7:00 p.m. on the same day.

Commercial Unit accounts shall be billed and collected by the City, including all
fees.

There shall be no cost for City facilities. Solid Waste collection and disposal shall
be via dumpster or cart as determined by City Staff.

Commercial and Construction Roll-offs

a.

For Customers requesting Solid Waste collection via Roll-off(s), the Contractor
shall collect, on request of the Customer, all Solid Waste and Construction Debris
in a Roll-off. The Contractor and Customer shall mutually decide on the number,
size, and location of Roll-offs.

The Contractor shall provide, at no cost to the City, up to six (6) forty (40) yard
Roll-offs to be located within the City’s Public Works yard for the use of City Staff
and, if needed, as an intermediate collection point for the Contractor’s Brush
and Bulky Waste collection services.

The City, during the duration of this Agreement, may determine that a citizen
drop-off or collection station should be established at the Public Works Center or
at another location within the City. In the event of this determination, and
recognizing that as a result the collection of Brush, Bulky, and Solid Waste
materials would be reduced, the Contractor shall provide, at no cost to the City,
additional Roll-off containers in a sufficient quantity to meet the demand. The
citizen drop-off or collection station would be available only to City of Portland
residents.

d. Construction Roll-off requests and billing shall be performed by the Contractor.

Article 6—Performance Standards

The Contractor (and its drivers, employees, and agents) shall adhere to the following
performance standards:

a.

Carts shall be replaced upright within two (2) feet of Customer’s placement
without obstructing traffic or damaging landscaping;
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b. Dumpsters and Roll-offs shall be replaced upright within eighteen inches (18”) of
the Customer’s placement, without obstructing traffic or damaging landscaping;

c. The Contractor shall not leave loose material, which during collection may fall in
the streets or property of Customers, and will collect any loose material that is
generated during the collection operations;

d. The Contractor shall maintain a consistent route schedule and comply with
provisions related to hours of service;

e. The Contractor will not use vehicles that leak oil, hydraulic fluid, or other
substances, or present an unhygienic or unsafe appearance.

6.02 Methods of measuring performance standards may include: monthly customer
satisfaction survey calls made to randomly selected customers, customer
communication records, service monitoring, operational records, and employee
interviews.

6.03 Spillage and Leakage.

a. Contractor shall clean up any materials, including leakage of fluids, spilled from
Contractor’s vehicles.

b. During transport, all Waste Materials shall be contained, covered, and enclosed
so that spilling and leakage of materials does not occur.

c. Contractor shall be responsible for the cleanup of any spillage or leakage from its
vehicles.

d. Contractor shall perform all clean-ups of any spillage or leakage from its vehicles
within two (2) hours of the spillage or leakage.

Contractor shall not leave the spill or leak from its vehicles unattended.

f. Contractor will carry absorbent materials to clean up liquid and hydraulic spills or
leaks on all trucks.

g. If a spill or leak leaves a stain on a roadway, building, or other similar surface
caused by Contractor, its vehicles or employees, the Contractor will use all
reasonable means available to remove the stain and restore the facility to the
satisfaction of the City staff.

6.04 Litter and Odor.

a. Contractor shall clean up any litter caused by the provision of services in
connection with this Agreement.

b. Collection equipment shall be maintained as to prevent odors. The Contractor
shall routinely clean collection equipment, so as to maintain a standard of
cleanliness.

c. Collection equipment shall be contained, covered, tied, or enclosed to prevent
spilling or blowing out when hauling.
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6.05 Personnel. The Contractor shall provide all personnel required to perform the scope of
services. For the term of the Agreement, the Contractor shall maintain the following
personnel:

a.

24-hour representative that is authorized to make decisions and act on its
behalf, accessible to the City twenty-four (24) hours a day via telephone call
from the City;

Operations manager qualified to be in charge of the operations under this
Agreement;

Any other personnel required to provide the scope of services;

Contractor will hire and maintain qualified personnel to provide the scope of
services;

Personnel who normally or regularly come into direct contact with the public:
the Contractor shall ensure such personnel bear some means of individual
identification, such as uniform with name badges, name tags, or identification
cards;

Personnel operating collection vehicles: the Contractor shall ensure such
personnel have a valid commercial driver’s license;

All personnel shall serve the public in a courteous and helpful manner. The City
may require that any personnel that is discourteous, belligerent, profane, or in
any way intimidating toward Customers, be barred from further work in
connection with this Agreement.

6.06 Vehicles, Equipment, Carts, Dumpsters, and Roll-offs.

a.

The Contractor shall maintain an adequate number of vehicles, collection
equipment, carts, dumpsters, and roll-offs to fulfill the obligations of this
Agreement, service new accounts, and replace defective or missing items.

All vehicles, equipment, carts, dumpsters, and roll-offs shall be kept in good
repair, appearance, and in a sanitary condition. The Contractor shall remove any
graffiti from the same.

All vehicles, collection equipment, carts, dumpsters, and roll-offs shall bear the
name of the Contractor.

Any equipment Contractor furnishes shall remain Contractor’s property. The
City shall be liable for all loss or damage to such equipment (except for normal
wear and tear and for loss or damage resulting from Contractor’s handling of the
equipment). The City and its residents shall provide safe, unobstructed access to
the equipment on the scheduled collection day. Contractor may charge an
additional fee for any additional collection service required by failure to provide
access.

6.07 Performance Penalties.

a. The Table of Performance Penalties in Exhibit “C” references performance
criteria defined throughout the Agreement specifications and monetary
damages associated with each. The acts or omissions, within the control of the

City of Portland
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7.01

7.02

8.01

8.02

8.03

Contractor, in the left hand column are a breach of this Contract; the amounts in
the right hand column are set as Performance Penalties. Performance Penalties
may be deducted from the monthly payment due to the Contractor as
determined by the City, following written notice to the Contractor. Contractor
may appeal such deductions to the City Council within 30 days of such notice.

b. The Missed Collection item in the Performance Penalties table is intended to
communicate a priority expectation by providing incentive through tracking and
measurement. This is an objective measure that takes into account the
subjectivity inherent in the services provided.

Article 7 — Disposal Facilities

Disposal Site. The Contractor shall dispose of all Solid Waste collected in connection
with this Agreement, at a permitted Disposal Site. The Disposal Site shall be licensed
and permitted as required by all governmental bodies having jurisdiction for disposing
of solid waste.

Recycling Facility. The Contractor shall process and market all Recyclable Materials
collected, in connection with this Agreement, at a Recycling Facility. For Bulky Waste
collected in connection with the contract that shall be recycled, Contractor shall process
and market such Bulky Waste at a Recycling Facility. The Recycling Facility shall be
licensed and permitted, as required by all governmental bodies having jurisdiction for
disposing of solid waste.

Section 8 — Hours of Operation and Holidays

Residential collections shall be scheduled by address Monday through Thursday. No
collection shall be made on Fridays through Sundays unless the Contractor is directed to
do so by the City. Residential collection shall occur between 8:00 a.m. and 7:00 p.m. on
the scheduled collection day(s).

The Contractor shall discuss with each commercial business its collection days and
frequency. No commercial collection will be made prior to 7:00 a.m. if such collection is
in a neighborhood.

The following shall be holidays for purposes of this Contract: New Year’s Day,
Thanksgiving Day, Christmas Day, and an optional Independence Day. The Contractor
shall request proposed holidays to be observed each calendar year prior to October 1st
of the prior calendar year for approval by City Staff. Suspension of service for any
holiday shall not relieve Contractor of its obligation to provide collection service in
frequencies provided for in this Agreement. Should the Contractor observe a holiday,
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Contractor shall provide collection service to skipped customers on Friday as its catch-
up day.

Section 9 — Customer Service

9.01 Customer Service Office. In order to provide a high quality of customer service, the
Contractor shall, at its own expense, provide and staff an office facility to receive
customer calls and provide face to face service.

a. The Contractor shall maintain, at its own expense, a dedicated, local or toll-free
telephone line to receive City Customer complaints or comments from 8:00 a.m.
until 5:00 p.m., local time, Monday through Friday.

b. The Contractor shall, at its own expense, maintain a dedicated internet email
address to receive complaints or comments from City Customers.

9.02 Recordkeeping and Reporting. The Contractor shall submit electronic reports of the
records, on a monthly basis. All records shall be available to the City at reasonable
times and places throughout the term of this Agreement and for a period of five (5)
years after last or final payment. The Contractor shall create, maintain, and deliver to
the City the following records:

a. Document Solid Waste and Bulky Waste tonnage delivered to disposal facility;

b. Document Recyclable Materials delivered to recyclable processing facility;

c. Document complaints, on a daily basis, including the address, time and date for
each and the reason, and resolution;

d. Such other documents and reports, as the City may reasonably require, to verify
compliance with any Contract or to meet the City's reporting requirements; and

e. Other recordkeeping and reporting requirements as agreed upon by City and
Contractor.

9.03 The Contractor shall manage customer complaints, including incoming phone calls, and
emails addressing concerns, and resolving issues.

a. All Customer complaints about services shall be made and routed directly to the
Contractor and shall be given prompt and courteous attention. Contractor shall
resolve all complaints within twenty-four (24) hours of receipt of such complaint
and report monthly to City.

b. In the case of alleged missed collections, the Contractor shall make every effort
to collect the material on the same day; but it must be collected within twenty-
four (24) hours after the complaint is received. Unless otherwise specified in this
Contract, should the Contractor for any reason after being notified fail to make
any collection, then the City, without further notice, may cause the same to be
picked up and disposed of and shall deduct or bill to the Contractor the City’s
cost as well as bill or deduct the Contractor’s pro-rata unit charge or rate for
providing the service.
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c. Any complaint from a Customer that is not resolved to Customer’s satisfaction
may be managed by the City. City staff shall contact the Contractor to review
the complaint. Contractor shall have five (5) business days from the date City
staff contacted them to review the complaint to demonstrate that the complaint
was resolved consistent with the performance standards outlined in this
Agreement. If the Contractor cannot demonstrate that it met the performance
standards outlined in this Contract within the five (5) business day period, then
the complaint shall be considered by the City to be unresolved, and the City shall
have the authority to impose an administrative penalty on Contractor.

Section 10 — Safety

10.01 The Contractor shall perform the work in accordance with applicable laws, codes,
ordinances, and regulations of the State of Texas and the United States and in
compliance with OSHA and other laws, as they apply to its employees. The provisions in
the Manual of Accident Prevention and Construction of the Associated General
Contractor of America shall constitute the standard of care applicable on the project. It
is the intent of this Agreement that the safety precautions are a part of the Contractor’s
technique and processes for which Contractor shall be solely responsible. The
Contractor shall be responsible for instructing its employees in regard to safe working
habits and shall be responsible for compliance with all Occupational Safety and Health
Administration regulations. If applicable, Contractors shall provide copies of all
Hazardous Materials and waste data sheets to the Portland Fire Department marked
Attn: Fire Marshal.

Section 11 — Insurance

11.01 The Contractor shall procure and maintain, at its sole cost and expense, for the duration
of this Agreement, insurance against claims for injuries to persons or damages to
property, which may arise from or in connection with the performance of the work by
Contractor, his agents, representatives, volunteers, employees, or subcontractors. The
Contractor must maintain the following insurance coverage during the term of the
Agreement:

a. Certificate of insurance documenting the following insurance must be provided
by the Contractor prior to commencement of work under any Contract resulting
from this Agreement.

b. Workers” Compensation Insurance (or other state-approved program) at
statutory limits, including employer’s liability coverage at minimum limits. In
addition to these, the proposer must meet each stipulation required by the
Texas Workers Compensation Commission; (Note: if you have questions
concerning these requirements should contact the TWCC at (512) 440-3789).
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Commercial General Liability Insurance, at minimum combined single limits of
$2,500,000 per occurrence and $5,000,000 general aggregate for bodily injury
and property damage, which coverage shall include products/completed
operations, employees, and contractual liability each at $500,000 per
occurrence. Coverage must be written on an occurrence form.

Automobile liability insurance shall be no less than $3,000,000 each occurrence
for bodily injury and property damage, including owned, non-owned, and hired
vehicle coverage.

Policies shall be endorsed to provide the City of Portland a thirty-(30) day notice
of cancellation, material change in coverage, or non-renewal of coverage (CGL
and Automobile insurance, exclusively). Applicable policies shall also be
endorsed to name the City of Portland as an additional insured on General
Liability and Auto, via blanket-form endorsement.

Waiver of Subrogation, in favor of the City, with respect to General Liability, Auto
and Workers’ Compensation (or other state-approved program).

Noncompliance may result in the termination of this Agreement.

Section 12 — Indemnification

THE CONTRACTOR WILL PROTECT, DEFEND, INDEMNIFY, AND HOLD HARMLESS THE CITY, ITS
AGENTS, OFFICERS, DIRECTORS, OFFICIALS, LEGAL REPRESENTATIVES, EMPLOYEES, AND
ASSIGNS (COLLECTIVELY REFERRED TO IN THIS SECTION AS “THE CITY”) FROM ANY AND ALL
FINES, DEMANDS, DAMAGES, INJURIES OR CLAIMS AND CAUSES OF ACTION TO THE EXTENT
ARISING BY REASON OF OR IN CONNECTION WITH:

a.

THE INTENTIONAL ACTS, OMISSIONS OR NEGLIGENT ACTS OF THE CONTRACTOR
(INCLUDING ITS OFFICERS, AGENTS, BONDING COMPANIES, EMPLOYEES AND
ANY OTHER PARTY EMPLOYED OR CONTRACTED BY CONTRACTOR TO PERFORM
UNDER THIS AGREEMENT) RELATING TO THIS AGREEMENT; OR

THIS INDEMNITY CLAUSE SHALL APPLY TO THE CONTRACTOR, WHETHER THE
CONTRACTOR IS IMMUNE FROM LIABILITY OR NOT, AS TO ANY MATTERS
ARISING UNDER THIS INDEMNITY PROVISION FOR WHICH THE CONTRACTOR HAS
AGREED TO INDEMNIFY THE CITY. CONTRACTOR’S LIABILITY UNDER THIS
INDEMNITY CLAUSE IS SEPARATE FROM ITS DUTIES UNDER THE INSURANCE
PROVISIONS OF THIS AGREEMENT AND SHALL NOT EXCEED $1,000,000 PER
OCCURRENCE, EXCLUSIVE OF COSTS OF DEFENDING THE CITY.
NOTWITHSTANDING ANYTHING TO THE CONTRARY SET FORTH IN THIS
AGREEMENT OR OTHERWISE, CONTRACTOR SHALL HAVE NO OBLIGATION TO
INDEMNIFY, DEFEND OR HOLD HARMLESS THE CITY OR ANY OTHER PARTIES
INDEMNIFIED UNDER THIS AGREEMENT, FOR ANY SUCH LIABILITY OR CLAIM TO
THE EXTENT RESULTING FROM THE NEGLIGENCE OR, WILLFUL MISCONDUCT BY
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THE CITY, ANY THIRD PARTY OR ANY OTHER PARTIES INDEMNIFIED UNDER THIS
AGREEMENT.

c. The following procedures shall apply to indemnification under this Agreement:

i. Notice of Claims. If the City or the Contractor receives notice of any claim
or circumstances that could give rise to an indemnified loss, the receiving
party shall give written notice to the other party within 10 days. The
notice must include the following:

1. A description of the indemnification event in reasonable detail;

2. The basis on which indemnification may be due; and

3. The anticipated amount of indemnified loss;
This notice does not stop or prevent the City from later asserting a
different basis for indemnification or a different amount of indemnified
loss than that indicated in the initial notice. If the City does not provide
this notice within the 10-day period, it does not waive any right to
indemnification except to the extent that the Contractor is prejudiced,
suffers loss, or incurs expense because of the delay.

ii. Defense of Claims. The Contractor may assume the defense of the claim
at its own expense with counsel chosen by it. The Contractor shall then
control the defense and any negotiations to settle the claim. Within 20
days after receiving written notice of the indemnification request, the
Contractor must advise the City as to whether or not it will defend the
claim. If the Contractor does not assume the defense, the City shall
assume and control the defense, and all defense expenses shall
constitute an indemnification loss.

d. Continued Participation. If the Contractor elects to defend the claim, the City
may retain separate counsel at its own expense to participate in (but not control)
the defense and to participate in (but not control) any settlement negotiations.
The Contractor may settle the claim without the consent or agreement of the
City unless the settlement (i) would result in injunctive relief or other equitable
remedies or otherwise require the City to comply with restrictions or limitations
that adversely affect the City; (ii) would require the City to pay amounts that the
Contractor does not fund in full; or (iii) would not result in the City’s full and
complete release from all liability to the plaintiffs or claimants who are parties to
or otherwise bound by the settlement.

Section 13 — Remuneration

13.01 The City shall submit bills to and collect payment from Residential, Small Commercial,
and Commercial Unit accounts for services provided by the Contractor. The Contractor
shall bill the City for services rendered to Residential, Small Commercial, and
Commercial Unit accounts on a monthly basis, on or before the fifteenth (15th) day of
the month following the month services were rendered. The City shall pay the
Contractor within thirty (30) days of receipt of the invoice, less any necessary
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adjustments. Roll-offs will be billed and collected directly by the Contractor. The
Contractor shall be entitled to payment for service rendered irrespective of whether or
not City collects from the customer for such service.

13.02 Delinquent and Closed Accounts — The Contractor shall discontinue Waste Material
collection service at any Residential, Small Commercial or Commercial Unit as set forth
in a written notice sent to it by the City. Upon further notification by the City, the
Contractor shall resume Waste Material collection on the next regularly scheduled
collection day.

Section 14 — Rate Adjustments

14.01 Contractor shall increase the rates for service effective each October 1st annually at a
fixed rate of 3.5% on all rates. No more than sixty (60) and no less than thirty (30) days
prior to each year’s Rate Modification Date, Contractor shall send to the City a
notification letter reflecting the 3.5% increase. Such fee changes shall remain in effect
until the following year’s Rate Modification Date.

14.02 In addition to the above, Contractor may petition the City at any time for additional rate
and price adjustments at reasonable times on the basis of unusual changes in its cost of
operations, such as changes in location of disposal sites, landfill rates, local, state and
federal fees, an increase in the number of the Locations, for any reason, including but
not limited to City growth or annexation. Excluding increases in house counts, such rate
adjustments shall be subject to the review and consent of the City.

14.03 Contractor agrees to not adjust the residential and commercial pricing until October 1,
2018.

Section 15 — Bond and Power of Attorney

15.01 Performance Bond.

a. The Contractor will be required to furnish a corporate surety bond as security for
the performance of this Contract. Said surety bond must be in the amount of
$100,000.00 over the term of the Contract. The bond shall be place prior to
operations by the Contractor.

b. The premium for the bond described above shall be paid by the Contractor. A
certificate from the surety showing that the bond premiums are paid in full shall
accompany the bond.

c. The surety on the bond shall be a duly authorized corporate surety company
authorized to do business in the State of Texas.

15.02 Power of Attorney.
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a. Attorneys-in-fact who sign performance bonds or contract bonds must file with
each bond a certified and effectively dated copy of their power of attorney.

Section 16 - TITLE TO WASTE

Title to Waste Materials shall pass to the Contractor when placed in Contractor’s collection
vehicle. Title to and liability for any Excluded Waste shall at no time pass to Contractor.

Section 17 — General and Special Conditions

17.01 Other than by operation of law, no assignment of the Contract or any right accruing
under this Contract shall be made in whole or in part by the contractor without the
express written consent of the City, provided that such consent shall not be
unreasonably withheld, conditioned or delayed; in the event of any assignment, the
assignee shall assume the liability of the Contractor.

17.02 The parties agree that the Contractor shall perform all work as an Independent
Contractor and shall have the full power and authority to select the means, manner and
method of performing its obligations under the Contract without control or direction by
the City. Under no circumstances is Contractor considered to be, nor shall Contractor
hold itself out as, an employee, agent or partner of the City.

17.03 Contractor may increase the rates for services as a result of (i) any increases in taxes,
fees, and other governmental charges, and (ii) certain increases in costs incurred by
Contractor due to (a) any third party or municipal disposal facility being used, (b)
changes in local, state, or federal rules, ordinances or regulations, and/or (c) changes in
taxes, fees or other governmental charges (other than income or real property taxes).

17.04 Contractor shall have an exclusive franchise, license and privilege to provide collection
and disposal of Waste Material within the City limits for and on behalf of the City to the
designated Residential, Commercial, and construction roll-offs covered by this
Agreement.

a. Franchise Fee. Contractor agrees to pay the City a 19.5% franchise fee on
construction roll-off revenues collected by Contractor (“Franchise Fee”).
Construction roll-off accounts will be individually billed by Contractor.
The City will pay the Contractor the full invoice amount sent by the
Contractor on Residential and Commercial accounts. Notwithstanding
the terms of this Agreement or any other understanding between the
parties, the Contractor’s Franchise Fee obligations shall extend only to
those revenues received and retained by Contractor as its rates or fees
for servicing customers, as such rates or fees may be increased from time
to time. To the extent Contractor imposes any surcharges on customers,
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17.05

17.06

17.07

17.08

17.09

17.10

17.11

17.12

including but not limited to surcharges made for the purpose of satisfying
(i) Contractor’'s own Franchise Fee obligations to the City or (ii)
Contractor’s sales tax obligations or (iii) the Fuel Recovery Fee,
Environmental Recovery Fee, Administrative Fee, or any other separately
stated fee, to the extent applicable, the monies received by Contractor as
a result of such surcharge(s) shall not be subject to the Franchise Fee and
the City shall not be entitled to receive as part of its Franchise Fee any
portion or percentage of such monies.

Affiliates. Contractor may provide any of the services covered by this Contract through
any of its affiliates or subcontractors, provided that Contractor shall remain responsible
for the performance of all such services and obligations in accordance with this
Contract.

Confidentiality. Contractor shall have no confidentiality obligation with respect to any
Waste Materials collected pursuant to this Contract.

No Guaranties or Liquidated Damages. Except as may be specifically provided herein,
Contractor provides no guarantees or warranties with respect to the work performed.
No liquidated damages or penalties may be assessed against Contractor by City.

Intellectual Property. No intellectual property (IP) rights in any of Contractor’s IP are
granted to City under this Contract.

Binding Effect. This Contract shall be binding upon and inure solely to the benefit of the
parties and their permitted assigns.

Severability. If any provision of this Contract shall be invalid, illegal or unenforceable, it
shall be modified so as to be valid, legal and enforceable but so as most nearly to retain
the intent of the parties. If such modification is not possible, such provision shall be
severed from this Contract. In either case, the validity, legality and enforceability of the
remaining provisions of this Contract shall not in any way be affected thereby.

No Waiver. The failure or delay on the part of either party to exercise any right, power,
privilege or remedy under this Contract shall not constitute a waiver thereof. No
modification or waiver by either party of any provision shall be deemed to have been
made unless made in writing. Any waiver by a party for one or more similar events shall
not be construed to apply to any other events whether similar or not.

Governing Law. This Contract shall be interpreted and governed by the laws of the state
where the work is performed, and venue shall be San Patricio County.
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17.13

17.14

18.01

18.02

19.01

Entire Agreement. This Contract sets forth the entire agreement of the parties and
supersedes all prior agreements, whether written or oral, that exist between the parties
regarding the subject matter of this Contract.

Attorneys’ Fees. If any litigation is commenced under this Contract, the successful party
shall be entitled to recover, in addition to such other relief as the court may award, its
reasonable attorneys’ fees, expert witness fees, litigation related expenses and court or
other costs incurred in such litigation or proceeding.

Section 18 — Damage to Property

Contractor shall take all necessary precautions to protect public and private property
during the performance of this Agreement. Contractor shall repair or replace any
private or public property to the extent it is damaged by Contractor’s negligence or
willful misconduct. Such property damages shall be resolved by Contractor either by
repair or replacement, at no charge to the property owner, within forty-eight (48) hours
of the earlier of knowledge or notice to Contractor of such damage unless a longer
period of time is approved in writing by City Staff, and any replacement of property shall
be accomplished with property of the same or equivalent value at the time of the
damage. Notwithstanding the foregoing, Contractor shall not be responsible for any
damages to pavement, curbing or other driving surfaces resulting from Contractor’s
providing service at customer locations, except to the extent caused by Contractor’s
negligence.

If Contractor fails to address the repair or replacement of damaged property within
forty-eight (48) hours of the earlier of knowledge or notice to Contractor of such
damage or the longer period of time approved in writing by City Staff, City Staff may, but
shall not be obligated to, repair or replace such damaged property, and the cost of
doing so shall be deducted from any payment to be made to Contractor by City.

Section 19 - Interruption of Service and Default

Interruption in Service. In the event that collection and disposal services should be
interrupted by any reason, other than a Force Majeure event, for more than forty-eight
(48) hours, the City shall have the right to make temporary independent arrangements
for the purpose of maintaining this necessary service to its residents in order to provide
and protect the public health and safety. The City shall deduct those costs from the
regular invoice and not be billed from the Contractor for those services.
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19.02

19.03

20.01.

20.02

Excessive Interruption in Service. Except in the case of a Force Majeure event, if the
interruption continues for a period of seventy-two (72) hours, then the City shall have
the right to terminate this contract without, in any manner, affecting the Contractor's
liability to the City hereunder for such breach and any damages, whether direct or
consequential, arising from such breach, and/or the right to expect performance of the
Contractor's responsibilities under the term of the surety bond required by this
Agreement or, at the City's choosing, may opt to have collection and disposal services
performed by another contractor and charge the original contractor for said services.

Default. Contractor shall faithfully and substantially perform said contract and shall in all
material respects duly and faithfully observe and perform all and singular the covenants,
conditions and agreements in and by said Agreement agreed and covenanted by the
Contractor to be observed and performed, and according to the true intent and
meaning of said Agreement. Failure to comply with this section of said Agreement,
unless otherwise excepted, shall be considered default of the contract.

Section 20 — Termination

Termination by the City. In the event of a failure by Contractor to perform any material
provision of this Contract, the City shall give written notice of such breach to Contractor
along with at least thirty (30) days (the “cure period”) to correct such breach. City may
terminate this Contract after such cure period if determined that the breach present is a
public health and safety hazard, in which the City may take appropriate action. Also, if
Contractor has not adequately corrected such breach in accordance with this Contract
and City so notifies Contractor in writing of such termination action. At such time, City
shall pay Contractor only all charges and fees for the services performed on or before
such termination date. Thereafter, in the event such termination occurs during the
initial term of this Contract, City, as its sole and exclusive remedy may exercise its rights
under Contractor’s performance bond, and procure the services of another waste
services provider to complete the work covered under this Contract for the remainder
of the time period covered by the initial term of this Contract.

Termination by Contractor. In the event of a failure by City to perform any material
provision of this Contract, Contractor shall give written notice of such breach to the City
along with at least thirty (30) days (the “cure period”) to correct such breach. Contractor
may terminate this Contract after such cure period if City has not adequately corrected
such breach in accordance with this Contract and Contractor so notifies City in writing of
such termination action. At such time, City shall pay Contractor for all charges and fees
for the services performed on or before such termination date.
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WHEREFORE, witness our signatures binding the respective parties effective the day

of ,2017.
AGREED: THE CITY OF PORTLAND
By:
Randy Wright, City Manager
Date:
ATTEST:
Annette Hall, City Secretary
AGREED:
By:
Date:
ATTEST:
City of Portland
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Exhibit “A”
Route Maps
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Exhibit “B”
Cost of Services

AUTOMATED RESIDENTIAL (Contract Section 5.01):

Approximate Number Monthly Price Extended Annual Price (# of Units Times
of Residential Units (1 Trash, 1 Recycling) Monthly Price Times 12)
5,200 $16.50 $1,029,600.00

Note: The contract will be paid on a monthly per unit price dependent on actual quantities.

OTHER ADDITIONAL SERVICES

Additional Solid Waste Cart at a location $ 13.30 Per unit cost per month

Additional Recycling Cart at a location $ 13.30 Per unit cost per month

Extra Brush or Bulky Collection at a location S 75.00 Per “claw” grab at a single location

AUTOMATED SMALL COMMERCIAL (Contract Section 5.01):

One Trash Cart and One Recycling Cart $25.59 Per unit cost per month
OTHER ADDITIONAL SERVICES

Additional Solid Waste Cart at a location $ 17.16 Per unit cost per month
Additional Recycling Cart at a location $ 17.16 Per unit cost per month
City of Portland
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COMMERCIAL SERVICES (per Contract Section 5.02)

Dumpster Fees

Container Weekly Collection Frequency
Size 1 2 3 4 5 6
2vyd S 58.44 $104.62 $143.37 $193.63 $238.84 S 277.09
3vyd S 85.91 $143.29 $229.21 $295.85 $364.80 S 427.52
4 yd $101.39 $191.09 $272.47 S 362.87 $ 453.25 S 542.35
6 yd $135.56 $277.09 $422.33 $564.31 $707.78 S 838.19
8 yd $183.23 $362.79 $546.23 $727.03 $907.79 $1,088.60

Commercial Recycling Fees

Container Weekly Collection Frequency
Size 1 2 3 4 5 6
6vyd $ 115.00 $ 195.00 - - - -
8 yd S 125.00 $205.00 -- -- -- --

Miscellaneous Fees

Overload Fee | $50.00 Per occurence

Extra lift $80.00 Per customer request
Relocation fee | $50.00 Per customer request
Exchange Fee | $95.00 Per customer request
Auto-lock fee | $50.00 One-time cost
Delivery fee $50.00 Per customer request
City of Portland

Solid Waste Collection and Disposal Services Agreement
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COMMERCIAL AND CONSTRUCTION ROLL OFF CONTAINER FEES (per Contract Section 5.03)

Roll-off Size Collection Rate (per collection)
17 CY $175.00

20 CY $199.00

30 CY $199.00

40 CY $199.00

Miscellaneous Fees

Roll-off delivery- one-time charge $75.00 per delivery
Roll-off Rental Fee $90.00 per month
Disposal Rate Type | Landfill per Ton $30.00 per ton

Notes:

1. All rates are exclusive of the franchise fee adopted by the City.

City of Portland
Solid Waste Collection and Disposal Services Agreement
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Exhibit “C”
Performance Penalties

OMISSION PERFORMANCE PENALTIES

$25 per incident

Commencement of residential collection prior to

) : (each truck on each route is a separate
8:00 a.m. except as expressly permitted herein

incident)

Failure to collect missed carts within one business
day (including Saturday) after a makeup request is | $25 each incident
given to the Contractor in excess of 5 per month

Missed collection calls received by the City’s
Public Works Department in excess of 20 per $10 per call
month

Missed collection of whole block. (This excludes
collections prevented by weather rescheduling.) A
whole block miss is defined as missing 3 or more
houses on the same side of the street

S50 per whole block

Failure to deliver new Carts or replace Carts for

any reason within five (5) business days of request 35 per Container per day

City of Portland
Solid Waste Collection and Disposal Services Agreement Page 30 of 30
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CITY COUNCIL ACTION ITEM

AGENDA TITLE ORDINANCE NO. 2148 - INCREASING WATER, WASTEWATER, AND

SOLID WASTE RATES

THE CITY COUNCIL WILL CONSIDER THE SECOND AND FINAL READING
OF ORDINANCE NO. 2148 AUTHORIZING WATER, WASTEWATER AND
SOLID WASTE RATE INCREASES.

MEETING DATE 02/07/2017

DEPARTMENT Finance

SUBMITTED BY Katie Griffin, Director of Finance

EXECUTIVE SUMMARY

This is the second and final reading of Ordinance No. 2148. Following the first reading, lines
42 and 82-84 in the ordinance were modified, as outlined at the end of the staff analysis
section.

The water and sewer utility system is operated through an enterprise fund that operates much
like a business within the City. Rates are established to cover the cost of day-to-day operations
of the system as well as generating sufficient funds to pay for capital projects to keep the water
and sewer system functional and fiscally sound. This ordinance increases water and sewer
rates in order to meet our current costs and to ensure the City has funds to complete planned
capital improvements to the system. Additionally, this ordinance increases solid waste fees in
conjunction with the new solid waste and recycling contract with Republic Services.

PRIOR ACTIONS OR REVIEWS

June 2014 - City engaged NewGen Strategies & Solutions to perform a utility rate study.
January 6, 2015 — Ordinance No. 2101 increased rates charged for water and sewer. The
increase included a pass through from San Patricio Municipal Water District and increase
based on the rate study done by NewGen Strategies & Solutions performed in 2014.

February 2, 2016 — Ordinance No. 2129 increased rates charged for water and sewer in
alignment with the rate study prepared by NewGen Strategies & Solutions conducted in
2014.

September 20, 2016 — At City Council’s direction, City Staff began contract negotiations
with Republic Services for solid waste and recycling collections and disposal services.
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e January 17,2017 — City Council approved the new exclusive franchise a contract for solid
waste and recycling collections and disposal services with Republic Services for solid
waste services.

e January 17, 2017 — First reading of Ordinance No. 2148 was presented to and approved
by the City Council.

DETAILS / STAFF ANALYSIS

The sustainability of our water and sewer system is dependent on setting appropriate utility
rates. With planned capital projects, predicted community growth and the expansion of the city
limits, it is vital to establish rates that will maintain our system.

In June 2014, the City engaged NewGen Strategies & Solutions to perform a utility rate study.
The ongoing capital projects and growth of the City, including annexation, influenced the need
to perform such a utility rate study. At the end of the rate study, NewGen provided a rate model
to enable City Staff the ability to review utility rates on an ongoing basis as well as make rate
change recommendations.

In August 2016, City Council approved the Capital Improvement Program (CIP), which includes a
total of $11.128M in capital utility projects. The debt generated by these capital projects, as well
as the maintenance and operations for completed projects, must be supported by adequate
utility rates.

In December 2016, City Staff received a letter from the San Patricio Municipal Water District
indicating the municipal water rates will increase from $3.07 per 1,000 gallons to $3.11 per 1,000
beginning with the February billing cycle.

The City’s utility rate model uses historical information, including billing and consumption data,
the Capital Improvement Program (CIP), drought data, debt service analysis, both current and
future, and cost recovery analysis to create this rate model. Through the creation of the rate
model, revenue and expenditure forecasts are formed using “what if” analysis. For example,
future capital programs can be added or removed, costs of water increased or decreased, growth
rates changed, debt issuances or other types of financing included or excluded, and changes in
number and type of customers. All or any of these variables determine the necessary utility rates
to support the utility system.

The rate increases recommended in this ordinance include both the water and wastewater base
rates, as well as the volumetric rates. Authorizing these rate increases will ensure that the City
continues to cover operating costs, debt service payments, and capital project costs.

In July 2016, at the direction of the City Council, City received proposals for Solid Waste Collection
and Disposal Services. These bids were rejected and Staff authorized to begin contract
negotiations with the City’s current provider, Republic Services, in September 2016. City Staff
presented the proposed negotiated contract with Republic Services during the January 17t City
Council meeting and recommended the adoption of Ordinance No. 2147 adopting the
Agreement for Solid Waste Collection and Disposal Services with Republic Services with new
rates to take effect on March 1, 2017.
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Attached rate tables show the recommended rate increases for both water and wastewater,
residential and consumer, both base rates and volumetric rates; as well as proposed solid waste
and recycling collection and disposal services.

Corrections to Ordinance No. 2148 following first reading:

Table 1. Water and Wastewater Minimum Base Charge (line 42 in the ordinance)
Residential Meter Size .0625 inch to 2.0 inch $15.46 current rate should read $15.26.

Table 3. Water Usage Charges per Thousand Gallons (lines 82-84 in the ordinance)
Table 3. Water Usage Charges per Thousand Gallons

Potable Water Raw Water
Jan 2015 Jan 2016 Feb 2017 Jan 2015 Jan 2016 Feb 2017
0 to 13,000 $3.20 $330 $3.51 $3:43 $3.55 $3.73
13,001 to 25,000 326 336 3.57 343 355 3.73
25,001 to 40,000 346 356 3.78 343 355 3.73
40,001 and up 372 383 4.06 343 355 3.73

ALTERNATIVES CONSIDERED
e The City could avoid some increase in utility rates needed to pay for capital
improvement projects by eliminating or delaying projects already included in the
approved CIP.
0 City Staff does not recommend this alternative.
e There are no alternatives relating to the increase in solid waste rate increases.

FINANCIAL IMPACT
Adoption of the recommended water and sewer rates will ensure that the City’s utility enterprise
fund remains solvent and properly funded.

Adoption of the proposed solid waste and recycling collection and disposal services fees will
ensure that the City is able to continue to provide solid waste services to our residential and
commercial customers.

ATTACHMENTS
e Rate Tables (included in Ordinance No. 2148)
e Proposed Ordinance No. 2148 increasing water, sewer, and solid waste rates
e San Patricio Municipal Water District rate increase letter

RECOMMENDED ACTION
Motion to approve second and final reading of Ordinance No. 2148 increasing water,
wastewater, and solid waste rates.
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CITY COUNCIL ACTION ITEM

port

AGENDA TITLE ORDINANCE NO. 2149 ISSUANCE OF GENERAL OBLIGATION BONDS,

SERIES 2017:

CONSIDERATION AND APPROVAL OF AN ORDINANCE AUTHORIZING
ISSUANCE, SALE, AND DELIVERY OF $14,000,000 IN AGGREGATE
PRINCIPAL AMOUNT OF “CITY OF PORTLAND, TEXAS GENERAL
OBLIGATION BONDS, SERIES 2017”; SECURING THE PAYMENT THEREOF
BY AUTHORIZING THE LEVY OF AN ANNUAL AD VALOREM TAX; AND
APPROVING AND AUTHORIZING THE EXECUTION OF A PAYING
AGENT/REGISTRAR AGREEMENT, AN OFFICIAL STATEMENT, AND ALL
OTHER INSTRUMENTS AND PROCEDURES RELATED THERETO

MEETING DATE  2/7/2017
DEPARTMENT Finance

SUBMITTED BY Katie Griffin, Director of Finance

EXECUTIVE SUMMARY

In May 2016, City voters approved a general obligation bond election, in the amount of
$25,200,000, for improvements to the Community Center, Municipal (13-Acre) Park, and
Sports (Softball) Complex. On December 20%™, the City Council approved a contract with Hellas
Construction, Inc for the improvements to the Sports Complex and Municipal Park in the sum
of $16,657,446.25. During this same Council meeting, the City Council authorized the City’s
financial advisor, Frost Bank’s, financing plan to issue $14,000,000 in general obligation bonds
in February 2017.

PRIOR ACTIONS OR REVIEWS

e June 15, 2015 — Tax Revenue Bonds totaling $3,500,000 sold to fund Phase | and Phase
Il of Sports Complexes

e May 17, 2016 - The City Council canvassed the returns of the May 7, 2016 election
authorizing the issuance of General Obligation debt to in the amount of $25,200,000 to
support the improvements.

e December 20, 2016 — The City Council awarded the contract for the improvements to
Hellas Construction in the sum of $16,567,446.25

e December 20, 2016 — The City Council approved the financing plan authorizing the City
Manager and Consulting Financial Advisor to prepare appropriate documents for the
issuance of Series 2017, General Obligation Bonds in the amount of $14,000,000

e January 23, 2017 — The City received a S&P Rating of AA
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DETAILS / STAFF ANALYSIS

The issuance of General Obligation Bonds to fund the improvements to the Municipal Park and
Sports Complex capital project is consistent with the City Council’s vision to create destination
parks for Portland residents, create high quality fields for Portland youth league play, and
create tournament-caliber complexes to host large tournaments, attracting visitors to
Portland. The repayment plan for these bonds is consistent the City’s strategy of aligning debt
terms with the useful life of constructed assets.

As presented during the financing plan presentation on December 20", the estimated
repayment schedule for the $14M bond issue provides uniform annual payments of
approximately $1.072M for twenty years with an annual impact of approximately 2.5¢ to 3.5¢
on the current I&S tax rate, based on a conservative interest rate of 4.25%. This increase is
minimal and keeps the year over year I&S tax rate increase below the 6¢ approved by the
voters. The exact interest rate and bond payment schedule will be locked-in on the sale date
(February 7, 2017). The City’s current S&P Rating of AA will positively influence interest rates.

Our Financial Advisor, Victor Quiroga of Frost Securities, and bond counsel, Tom Spurgeon of
McCall, Parkhurst and Horton have prepared the offering statement and required
documentation to for the bond issuance and sale.

ALTERNATIVES CONSIDERED
No alternatives have been considered. Ordinance No. 2149 is required to authorize the sale
of Series 2017, General Obligation Bonds.

FINANCIAL IMPACT
The impact of the $14M on the 1&S debt service tax rate is approximately 2.5¢ to 3.5¢.

ATTACHMENTS
Ordinance No. 2149

RECOMMENDED ACTION
Motion to approve first and final reading of Ordinance No. 2149 approving the issuance of
the City of Portland, Texas General Obligation Bonds, Series 2017.
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MCCALL

PARKHURST & HORTON

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 Bonds, assuming no material changes in facts or law.

March __, 2017

CITY OF PORTLAND, TEXAS
GENERAL OBLIGATION BONDS, SERIES 2017
IN THE AGGREGATE PRINCIPAL AMOUNT OF $

AS BOND COUNSEL FOR THE CITY OF PORTLAND, TEXAS (the "City"),
we have examined into the legality and validity of the Bonds described above (the
"Bonds"), which bear interest from the dates specified in the text of the Bonds until stated
maturity or prior redemption, at the rates and payable on the dates as stated in the text of
the Bonds, and which mature on the dates and are subject to redemption, 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
City, and other pertinent instruments authorizing and relating to the issuance of the Bonds
including (i) the ordinance authorizing the issuance of the Bonds (the "Ordinance"), (ii)
one of the executed Bonds (Bond No. T-1), and (iii) the City's Federal Tax Certificate of
even date herewith.

BASED ON SAID EXAMINATION, IT IS OUR OPINION that the Bonds have
been duly authorized, issued and delivered in accordance with law; and that except as the
enforceability thereof may be limited by governmental immunity and bankruptcy,
insolvency, reorganization, moratorium, liquidation and other similar laws now or
hereafter enacted relating to creditors' rights generally or by general principles of equity
which permit the exercise of judicial discretion, the Bonds constitute valid and legally
binding obligations of the City; 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.

IT IS FURTHER OUR OPINION, except as discussed below, that 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

600 Congress Ave., Suite 1800 717 North Harwood, Suite 900 | 700 N. St. Mary's Street, Suite 1525
Austin, Texas 78701 Dallas, Texas 75201 San Antonio, Texas 78205
T 512.478.3805 T 214.754.9200 T 210.225.2800

F 512.472.0871 | F 214.754.9250 | F 210.225.2984 www.mphlegal.com



opinions, we have relied on certain representations, the accuracy of which we have not
independently verified, and assume compliance with certain covenants, regarding the use
and investment of the proceeds of the Bonds and the use of the property refinanced
therewith. We call your attention to the fact that if such representations are determined to
be inaccurate or upon a failure by the City to comply with such covenants, interest on the
Bonds may become includable in gross income retroactively to the date of issuance of the
Bonds.

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 CALL YOUR ATTENTION TO THE FACT that the interest on tax-exempt
obligations, such as the Bonds, is 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.

WE EXPRESS NO OPINION as to insurance policies issued with respect to the
payments due for the principal of and interest on the Bonds, if any, nor as to any such
insurance policies issued in the future.

OUR OPINIONS ARE BASED ON EXISTING LAW, which is subject to change.
Such opinions are further based on our knowledge of facts as of the date hereof. We assume
no duty to update or supplement our opinions to reflect any facts or circumstances that may
thereafter come to our attention or to reflect any changes in any law that may thereafter
occur or become effective. Moreover, our opinions are not a guarantee of a result and are
not binding on the Internal Revenue Service (the "Service"); rather, such opinions represent
our legal judgment based upon our review of existing law and in reliance upon the
representations and covenants referenced above that we deem relevant to such opinions.
The Service has an ongoing audit program to determine compliance with rules that relate
to whether interest on state or local obligations is includable in gross income for federal
income tax purposes. No assurance can be given whether or not the Service will commence
an audit of the Bonds. If an audit is commenced, in accordance with its current published
procedures the Service is likely to treat the City as the taxpayer. We observe that the City
has covenanted not to take any action, or omit to take any action within its control, that if
taken or omitted, respectively, may result in the treatment of interest on the Bonds as
includable in gross income for federal income tax purposes.

City of Portland, Texas General Obligation Bonds, Series 2017

March _, 2017 www.mphlegal.com
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OUR SOLE ENGAGEMENT in connection with the issuance of the Bonds is as
Bond Counsel for the City, and, in that capacity, we have been engaged by the City 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. The foregoing opinions represent our legal judgment based upon
a review of existing legal authorities that we deem relevant to render such opinions and are
not a guarantee of a result. We have not been requested to investigate or verify, and have
not independently investigated or verified, any records, data, or other material relating to
the financial condition or capabilities of the City, or the disclosure thereof in connection
with the sale of the Bonds, and have not assumed any responsibility with respect thereto.
We express no opinion and make no comment with respect to the marketability of the
Bonds and have relied solely on certificates executed by officials of the City as to the
current outstanding indebtedness of, and assessed valuation of taxable property within, the
City. Our role in connection with the City's Official Statement prepared for use in
connection with the sale of the Bonds has been limited as described therein.

Respectfully,

City of Portland, Texas General Obligation Bonds, Series 2017
March __, 2017 www.mphlegal.com
Page 3



DRAFT DATE: JANUARY 26, 2017

ORDINANCE AUTHORIZING THE ISSUANCE, SALE AND DELIVERY OF
$ IN AGGREGATE PRINCIPAL AMOUNT OF "CITY OF
PORTLAND, TEXAS GENERAL OBLIGATION BONDS, SERIES 2017",;
SECURING THEPAYMENT THEREOF BY AUTHORIZING THE LEVY OF
AN ANNUAL AD VALOREM TAX; AND APPROVING AND
AUTHORIZING THE EXECUTION OF A PAYING AGENT/REGISTRAR
AGREEMENT, AN OFFICIAL STATEMENT, AND ALL OTHER
INSTRUMENTS AND PROCEDURES RELATED THERETO

DATE OF APPROVAL: FEBRUARY 7, 2017
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ORDINANCE NO.

ORDINANCE AUTHORIZING THE ISSUANCE, SALE AND DELIVERY OF
$ IN AGGREGATE PRINCIPAL AMOUNT OF "CITY OF
PORTLAND, TEXAS GENERAL OBLIGATION BONDS, SERIES 2017,
SECURING THEPAYMENT THEREOF BY AUTHORIZING THE LEVY OF
AN ANNUAL AD VALOREM TAX; AND APPROVING AND
AUTHORIZING THE EXECUTION OF A PAYING AGENT/REGISTRAR
AGREEMENT, AN OFFICIAL STATEMENT, AND ALL OTHER
INSTRUMENTS AND PROCEDURES RELATED THERETO

THE STATE OF TEXAS 8
COUNTIES OF SAN PATRICIO AND NUECES 8
CITY OF PORTLAND 8

WHEREAS, the CITY OF PORTLAND, TEXAsS (the "City"), in San Patricio and Nueces
Counties, Texas, is a political subdivision of the State of Texas operating as a home-rule
municipality pursuant to the Constitution and laws of the State of Texas and its City Charter, which
was initially approved by the qualified voters of the City on August 8, 1967, and which was most
recently amended by the qualified voters of the City on April 4, 1987; and

WHEREAS, on May 7, 2016, a bond election was held in the City during which a majority
of the qualified voters of the City favorably approved the issuance of up to $25,200,000 in principal
amount of general obligation bonds for the purpose described in Section 1 of this Ordinance; and

WHEREAS, the City Council of the City now deems it necessary and advisable to authorize,
issue, and deliver $ in principal amount of said voted bonds as the first installment
of bonds approved by the voters at said election; and

WHEREAS, the City Council hereby finds and acknowledges that in addition to the
$ of voted authorization from the May 7, 2016 bond election that is being authorized to
issue the principal amount of the bonds being issued pursuant to this Ordinance, the City will utilize
an additional $ of such voted authorization to be used for the purpose approved by
the voters, which amount represents and is equal to all but $ (which amount will be
deposited into the Interest and Sinking Fund) of the $ that the City will receive as
"original issue premium" on the sale of such bonds (as described in Section 14 of this Ordinance),
less $ (representing and equal to Underwriter’s discount on such bonds as described
in Section 14 of this Ordinance), and less $ to pay other costs of issuance of such
bonds, all as permitted by Section 1201.042(d), Texas Government Code, as amended; and

WHEREAS, said voted bonds hereinafter authorized and designated in Sections 1 and 2
hereof are to be issued and delivered pursuant to Chapters 1251 and 1331, Texas Government Code,
as amended, and other applicable laws of the State of Texas; and

WHEREAS, it is hereby officially found and determined that the meeting at which this
Ordinance was passed was open to the public, and public notice of the time, place, and purpose of
said meeting was given, all as required by Chapter 551, Texas Government Code;



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

SECTION1. AMOUNT AND PURPOSE OF THE BONDS; DEFINITIONS. General
obligation bonds of the City are hereby authorized to be issued and delivered in the aggregate
principal amount of $ FOR THE PURPOSE OF ACQUIRING,
CONSTRUCTING, IMPROVING, RENOVATING AND EQUIPPING PARK AND
RECREATIONAL FACILITIES IN THE CITY INCLUDING BUT NOT LIMITED TO
IMPROVEMENTS TO THE CITY’S SPORTS COMPLEX, MUNICIPAL PARK AND
COMMUNITY CENTER, AND TO PAY FOR COSTS OF ISSUANCE.

SECTION 2. DESIGNATION, DATE, DENOMINATIONS, NUMBERS AND
MATURITIES OF BONDS. Each bond issued pursuant to and for the purpose described in
Section 1 of this Ordinance shall be designated CiTY OF PORTLAND, TEXAS GENERAL
OBLIGATION BOND, SERIES 2017, and initially there shall be issued, sold and delivered hereunder
one fully registered bond, without interest coupons, dated March 1, 2017, in the aggregate principal
amount of $ , humbered T-1 (the "Initial Bond™), with Bonds issued in replacement
thereof being in the denomination of $5,000 or any integral multiple thereof and numbered consecu-
tively from R-1 upward, all payable to the initial registered owner thereof (with the Initial Bond
being payable to the initial purchaser designated in Section 14 hereof), or to the registered assignee
or assignees of said bonds or any portion or portions thereof (in each case, the "Registered Owner"),
and the Bonds shall mature and be payable serially on August 15 in each of the years and in the
principal amounts, respectively, as set forth in the following schedule:

YEAR OF PRINCIPAL YEAR OF PRINCIPAL YEAR OF PRINCIPAL

MATURITY AMOUNT ($) MATURITY AMOUNT ($) MATURITY AMOUNT ($)
2018 2026 2032
Fkk Fxk 2027 2033
2022 2028 2034
2023 2029 2035
2024 2030 2036
2025 2031 2037

The term "Bonds" used in this Ordinance shall mean and include, the Bonds initially issued
and delivered pursuant to this Ordinance and all substitute bonds exchanged therefor, as well as all
other substitute bonds and replacement bonds issued pursuant hereto; the term "Bond" shall mean,
any of the Bonds.



SECTION3. INTEREST. The Bonds shall bear interest calculated on the basis of a 360-day
year composed of twelve 30-day months from the dates specified in the FORM OF BOND set forth
in this Ordinance to their respective dates of maturity at the following rates per annum:

YEAR OF INTEREST YEAR OF INTEREST YEAR OF INTEREST

MATURITY RATE (%) MATURITY RATE (%) MATURITY RATE (%)
2018 2026 2032
el ok 2027 2033
2022 2028 2034
2023 2029 2035
2024 2030 2036
2025 2031 2037

Said interest shall be payable in the manner provided and on the dates stated in the FORM OF
BOND set forth in this Ordinance.

SECTION4. CHARACTERISTICS OF THE BONDS; APPROVAL OF THE PAYING
AGENT/REGISTRAR AGREEMENT.

(@) Registration, Transfer, and Exchange; Authentication. The City shall keep or cause
to be kept at the designated corporate trust or commercial banking office of BOKF, NA, Austin,
Texas (the "Paying Agent/Registrar™) books or records for the registration of the transfer and
exchange of the Bonds (the "Registration Books"), and the City hereby appoints the Paying
Agent/Registrar as its registrar and transfer agent to keep such books or records and make such
registrations of transfers and exchanges under such reasonable regulations as the City and Paying
Agent/Registrar may prescribe; and the Paying Agent/Registrar shall make such registrations,
transfers and exchanges as herein provided. Attached hereto as Exhibit A is a copy of the Paying
Agent/Registrar Agreement between the City and the Paying Agent/Registrar which is hereby
approved in substantially final form, and the Mayor, Mayor Pro-Tem and City Secretary of the City
are hereby authorized to execute the Paying Agent/Registrar Agreement and approve any changes
in the final form thereof.

The Paying Agent/Registrar shall obtain and record in the Registration Books the address
of the registered owner of each Bond to which payments with respect to the Bonds shall be mailed,
as herein provided; but it shall be the duty of each registered owner to notify the Paying
Agent/Registrar in writing of the address to which payments shall be mailed, and such interest
payments shall not be mailed unless such notice has been given. To the extent possible and under
reasonable circumstances, all transfers of Bonds shall be made within three business days after
request and presentation thereof. The City shall have the right to inspect the Registration Books
during regular business hours of the Paying Agent/Registrar, but otherwise the Paying
Agent/Registrar shall keep the Registration Books confidential and, unless otherwise required by
law, shall not permit their inspection by any other entity. The Paying Agent/Registrar's standard or
customary fees and charges for making such registration, transfer, exchange and delivery of a
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substitute Bond or Bonds shall be paid as provided in the FORM OF BOND set forth in this
Ordinance. Registration of assignments, transfers and exchanges of Bonds shall be made in the
manner provided and with the effect stated in the FORM OF BOND set forth in this Ordinance.
Each substitute Bond shall bear a letter and/or number to distinguish it from each other Bond.

Except as provided in (c) below, an authorized representative of the Paying Agent/Registrar
shall, before the delivery of any such Bond, date and manually sign the Paying Agent/Registrar's
Authentication Certificate, and no such Bond shall be deemed to be issued or outstanding unless
such Certificate is so executed. The Paying Agent/Registrar promptly shall cancel all paid Bonds
and Bonds surrendered for transfer and exchange. No additional ordinances, orders, or resolutions
need be passed or adopted by the governing body of the City or any other body or person so as to
accomplish the foregoing transfer and exchange of any Bond or portion thereof, and the Paying
Agent/Registrar shall provide for the printing, execution, and delivery of the substitute Bonds in the
manner prescribed herein, and said Bonds shall be of type composition printed on paper with
lithographed or steel engraved borders of customary weight and strength. Pursuant to Subchapter D
of Chapter 1201, Texas Government Code, the duty of transfer and exchange of Bonds as aforesaid
is hereby imposed upon the Paying Agent/Registrar, and, upon the execution of said Certificate, the
transferred and exchanged Bond shall be valid, incontestable, and enforceable in the same manner
and with the same effect as the Bonds which initially were issued and delivered pursuant to this
Ordinance, approved by the Attorney General, and registered by the Comptroller of Public Ac-
counts.

(b) Payment of Bonds and Interest. The City hereby further appoints the Paying
Agent/Registrar to act as the paying agent for paying the principal of and interest on the Bonds, all
as provided in this Ordinance. The Paying Agent/Registrar shall keep proper records of all
payments made by the City and the Paying Agent/Registrar with respect to the Bonds.

(©) In General. The Bonds (i) shall be issued in fully registered form, without interest
coupons, with the principal of and interest on such Bonds to be payable only to the registered owners
thereof, (ii) may be redeemed prior to their scheduled maturities (notice of which shall be given to
the Paying Agent/Registrar by the City at least 45 days prior to any such redemption date), (iii) may
be transferred and assigned, (iv) may be exchanged for other Bonds, (v) shall have the character-
istics, (vi) shall be signed, sealed, executed and authenticated, (vii) the principal of and interest on
the Bonds shall be payable, and (viii) shall be administered and the Paying Agent/Registrar and the
City shall have certain duties and responsibilities with respect to the Bonds, all as provided, and in
the manner and to the effect as required or indicated, in the FORM OF BOND set forth in this
Ordinance. The Initial Bond is not required to be, and shall not be, authenticated by the Paying
Agent/ Registrar, but on each substitute Bond issued in exchange for the Initial Bond issued under
this Ordinance the Paying Agent/Registrar shall execute the PAYING AGENT/REGISTRAR'S
AUTHENTICATION CERTIFICATE, in the form set forth in the FORM OF BOND. In lieu of the
executed Paying Agent/Registrar’s Authentication Certificate described above, the Initial Bond
delivered on the closing date (as further described in subparagraph (i) below) shall have attached
thereto the Comptroller's Registration Certificate substantially in the form set forth in the FORM OF
BOND below, manually executed by the Comptroller of Public Accounts of the State of Texas or
by his duly authorized agent, which certificate shall be evidence that the Initial Bond has been duly
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approved by the Attorney General of the State of Texas and that it is a valid and binding obligation
of the City, and has been registered by the Comptroller.

(d) Substitute Paying Agent/Reqistrar. The City covenants with the registered owners
of the Bonds that at all times while the Bonds are outstanding the City will provide a competent and
legally qualified bank, trust company, financial institution, or other entity to act as and perform the
services of Paying Agent/Registrar for the Bonds under this Ordinance, and that the Paying
Agent/Registrar will be one entity and shall be an entity registered with the Securities and Exchange
Commission. The City reserves the right to, and may, at its option, change the Paying
Agent/Registrar upon not less than 120 days written notice to the Paying Agent/Registrar, to be
effective not later than 60 days prior to the next principal or interest payment date after such notice.
In the event that the entity at any time acting as Paying Agent/Registrar (or its successor by merger,
acquisition, or other method) should resign or otherwise cease to act as such, the City covenants that
promptly it will appointa competent and legally qualified bank, trust company, financial institution,
or other agency to act as Paying Agent/Registrar under this Ordinance. Upon any change in the
Paying Agent/Registrar, the previous Paying Agent/Registrar promptly shall transfer and deliver the
Registration Books (or a copy thereof), along with all other pertinent books and records relating to
the Bonds, to the new Paying Agent/Registrar designated and appointed by the City. Upon any
change in the Paying Agent/Registrar, the City promptly will cause a written notice thereof to be
sent by the new Paying Agent/Registrar to each registered owner of the Bonds, by United States
mail, first-class postage prepaid, which notice also shall give the address of the new Paying
Agent/Registrar. By accepting the position and performing as such, each Paying Agent/Registrar
shall be deemed to have agreed to the provisions of this Ordinance, and a certified copy of this
Ordinance shall be delivered to each Paying Agent/Registrar.

(e) Book-Entry Only System for Bonds. The Bonds issued in exchange for the Bonds
initially issued to the purchaser specified in Section 14 herein shall be initially issued in the form
of a separate single fully registered Bond for each of the maturities thereof. Upon initial issuance,
the ownership of each such Bond shall be registered in the name of Cede & Co., as nominee of The
Depository Trust Company of New York ("DTC"), and except as provided in subsection (i) hereof,
all of the outstanding Bonds shall be registered in the name of Cede & Co., as nominee of DTC.

With respect to Bonds registered in the name of Cede & Co., as nominee of DTC, the City
and the Paying Agent/Registrar shall have no responsibility or obligation to any securities brokers
and dealers, banks, trust companies, clearing corporations and certain other organizations on whose
behalf DTC was created ("DTC Participant™) to hold securities to facilitate the clearance and
settlement of securities transaction among DTC Participants or to any person on behalf of whom
such a DTC Participant holds an interest in the Bonds. Without limiting the immediately preceding
sentence, the City and the Paying Agent/Registrar shall have no responsibility or obligation with
respect to (i) the accuracy of the records of DTC, Cede & Co. or any DTC Participant with respect
to any ownership interest in the Bonds, (ii) the delivery to any DTC Participant or any other person,
other than a registered owner of the Bonds, as shown on the Registration Books, of any notice with
respect to the Bonds, or (iii) the payment to any DTC Participant or any other person, other than a
registered owner of Bonds, as shown in the Registration Books of any amount with respect to
principal of or interest on the Bonds. Notwithstanding any other provision of this Ordinance to the
contrary, the City and the Paying Agent/Registrar shall be entitled to treat and consider the person

-5-



in whose name each Bond is registered in the Registration Books as the absolute owner of such
Bond for the purpose of payment of principal and interest with respect to such Bond, for the purpose
of registering transfers with respect to such Bond, and for all other purposes whatsoever. The
Paying Agent/Registrar shall pay all principal of and interest on the Bonds only to or upon the
Ordinance of the registered owners, as shown in the Registration Books as provided in this
Ordinance, or their respective attorneys duly authorized in writing, and all such payments shall be
valid and effective to fully satisfy and discharge the City's obligations with respect to payment of
principal of and interest on the Bonds to the extent of the sum or sums so paid. No person other than
a registered owner, as shown in the Registration Books, shall receive a Bond certificate evidencing
the obligation of the City to make payments of principal and interest pursuant to this Ordinance.
Upon delivery by DTC to the Paying Agent/Registrar of written notice to the effect that DTC has
determined to substitute a new nominee in place of Cede & Co., and subject to the provisions in this
Ordinance with respect to interest checks being mailed to the registered owner at the close of
business on the Record Date, the words "Cede & Co." in this Ordinance shall refer to such new
nominee of DTC.

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

(0) Payments to Cede & Co. Notwithstanding any other provision of this Ordinance to
the contrary, so long as any Bond is registered in the name of Cede & Co., as nominee for DTC, all
payments with respect to principal of and interest on such Bond and all notices with respect to such
Bond shall be made and given, respectively, in the manner provided in the representation letter of
the City to DTC.

(h) DTC Letter of Representation. The officers of the City are herein authorized for and
on behalf of the City and as officers of the City to enter into one or more Letters of Representation,
if necessary, with DTC establishing the book-entry only system with respect to the Bonds.

Q) Delivery of Initial Bond. On the closing date, one Bond representing the entire
principal amount of the Bonds and, payable in stated installments to the initial registered owner
named in Section 14 of this Ordinance or its designee, executed by manual or facsimile signature
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of the Mayor or Mayor Pro-Tem and City Secretary of the City, approved by the Attorney General
of Texas, and registered and manually signed by the Comptroller of Public Accounts of the State of
Texas, will be delivered to the initial purchaser or its designee. Upon payment for the Bonds, the
Paying Agent/Registrar shall cancel the Initial Bond and deliver to the initial registered owner or
its designee one registered definitive Bond for each year of maturity of the Bonds, in the aggregate
principal amount of all of the Bonds for such maturity.

SECTION 5. FORM OF BONDS. The form of the Bonds, including the form of Paying
Agent/Registrar's Authentication Certificate, the form of Assignment and the form of Registration
Certificate of the Comptroller of Public Accounts of the State of Texas (to be attached only to the
Bonds initially issued and delivered pursuant to this Ordinance), shall be, respectively, substantially
as follows, with such appropriate variations, omissions, or insertions as are permitted or required
by this Ordinance.

FORM OF BOND

R-1 UNITED STATES OF AMERICA PRINCIPAL
STATE OF TEXAS AMOUNT
COUNTIES OF SAN PATRICIO AND NUECES
CITY OF PORTLAND, TEXAS $

GENERAL OBLIGATION BOND, SERIES 2017

INTEREST RATE DATE OF SERIES MATURITY DATE CUSIP NO.
% March 1, 2017 August 15,20 736831

REGISTERED OWNER:
PRINCIPAL AMOUNT: DOLLARS

ON THE MATURITY DATE specified above, the CITY OF PORTLAND, TEXAS (the "City"),
being a political subdivision and home-rule municipality of the State of Texas, hereby promises to
pay to the Registered Owner set forth above, or registered assigns (hereinafter called the "Registered
Owner") the Principal Amount set forth above, and to pay interest thereon (calculated on the basis
of a 360-day year of twelve 30-day months) from the date of initial delivery of the series of which
this Bond is a part (as shown on the records of the Paying Agent/Registrar identified below) at the
Interest Rate per annum specified above, on February 15, 2018, and semiannually on each
February 15 and August 15 thereafter to the Maturity Date specified above or date of redemption
prior to redemption; except that if this Bond is required to be authenticated and the date of its
authentication is later than the first Record Date (hereinafter defined), such Principal Amount shall
bear interest from the interest payment date next preceding the date of authentication, unless such
date of authentication is after any Record Date but on or before the next following interest payment
date, in which case such Principal Amount shall bear interest from such next following interest
payment date; provided, however, that if on the date of authentication hereof the interest on the
Bond or Bonds, if any, for which this Bond is being exchanged or converted from is due but has not
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been paid, then this Bond shall bear interest from the date to which such interest has been paid in
full.

THE PRINCIPAL OF AND INTEREST ON THIS BOND are payable in lawful money of
the United States of America, without exchange or collection charges. The principal of this Bond
shall be paid to the Registered Owner hereof upon presentation and surrender of this Bond at
maturity or redemption prior to maturity, at the designated corporate trust or commercial banking
office of BOKF, NA, Austin, Texas, which is the "Paying Agent/Registrar" for this Bond. The
payment of interest on this Bond shall be made by the Paying Agent/Registrar to the Registered
Owner hereof on each interest payment date by check or draft, dated as of such interest payment
date, drawn by the Paying Agent/Registrar on, and payable solely from, funds of the City required
by the ordinance authorizing the issuance of the Bonds (the "Bond Ordinance") to be on deposit
with the Paying Agent/Registrar for such purpose as hereinafter provided; and such check or draft
shall be sent by the Paying Agent/Registrar by United States mail, first-class postage prepaid, on
each such interest payment date, to the Registered Owner hereof, at its address as it appeared on the
last business day of the month next preceding each such date (the "Record Date") on the
Registration Books kept by the Paying Agent/Registrar, as hereinafter described. In addition,
interest may be paid by such other method, acceptable to the Paying Agent/Registrar, requested by,
and at the risk and expense of, the Registered Owner. In the event 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 (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 owner of a Bond appearing on the
Registration Books at the close of business on the last business day next preceding the date of
mailing of such notice. Any accrued interest due upon the redemption of this Bond prior to maturity
as provided herein shall be paid to the Registered Owner upon presentation and surrender of this
Bond for redemption and payment to the Paying Agent/Registrar at the Designated Trust Office
(unless the redemption date is a regularly scheduled interest payment date, in which case accrued
interest on such redeemed Bonds shall be payable in the regular manner described above). The City
covenants with the Registered Owner of this Bond that on or before each principal payment date and
interest payment date for this Bond it will make available to the Paying Agent/Registrar, from the
"Interest and Sinking Fund" created by the Bond Ordinance, the amounts required to provide for the
payment, in immediately available funds, of all principal of and interest on the Bonds, when due.

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

THIS BOND IS ONE OF A SERIES OF BONDS dated as of March 1, 2017, authorized
in accordance with the Constitution and laws of the State of Texas in the principal amount of
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$ FOR THE PURPOSE OF ACQUIRING, CONSTRUCTING, IMPROVING,
RENOVATING AND EQUIPPING PARKAND RECREATIONAL FACILITIESINTHECITY
INCLUDING BUT NOT LIMITED TO IMPROVEMENTS TO THE CITY’S SPORTS
COMPLEX, MUNICIPAL PARK AND COMMUNITY CENTER, AND TO PAY FOR COSTS
OF ISSUANCE.

ON AUGUST 15, 2026, OR ON ANY DATE THEREAFTER, the Bonds maturing on and
after August 15, 2027, may be redeemed prior to their scheduled maturities, at the option of the City,
with funds derived from any available and lawful source, as a whole, or in part (provided that a
portion of such Bond may be redeemed only in an integral multiple of $5,000 in principal amount)
at the redemption price equal to the principal amount being called for redemption plus unpaid
accrued interest. If less than all of such Bonds are to be redeemed, the particular Bonds to be
redeemed shall be selected by the Paying Agent/Registrar at random and by lot.

ADDITIONALLY, THE BONDS MATURING on August 15 intheyears20_,20_, and
20 __ (the "Term Bonds™) are subject to mandatory redemption prior to maturity in part by lot, at a
price equal to the principal amount thereof plus accrued interest to the date of redemption, on the
dates and in the respective principal amounts shown below:

TERM BONDS MATURING TERM BONDS MATURING
AUGUST 15, 20 AUGUST 15, 20
Mandatory Redemption Mandatory Redemption
Redemption Date Amount ($) Redemption Date Amount ($)
August 15, 20 August 15, 20
August 15, 20__ August 15, 20
August 15, 20__ (maturity) August 15, 20__ (maturity)

TERM BONDS MATURING
AUGUST 15, 20

Mandatory Redemption
Redemption Date Amount ($)

August 15,20
August 15,20
August 15, 20 (maturity)

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

AT LEAST 30 DAYS PRIOR to the date fixed for any redemption of Bonds or portions
thereof prior to maturity, a written notice of such redemption shall be sent by the Paying
Agent/Registrar by United States mail, first-class postage prepaid, at least 30 days prior to the date
fixed for any such redemption to the Registered Owner of each Bond to be redeemed at its address
as it appeared on the Registration Books maintained by the Paying Agent/Registrar on the day such
notice of redemption is mailed. The notice with respect to an optional redemption of Bonds may
state (1) that it is conditioned upon the deposit of moneys, in an amount equal to the amount
necessary to effect the redemption, with the Paying Agent/Registrar no later than the redemption
date, or (2) that the City retains the right to rescind such notice at any time prior to the scheduled
redemption date if the City delivers a certificate of an authorized representative to the Paying
Agent/Registrar instructing the Paying Agent/Registrar to rescind the redemption notice, and such
notice and optional redemption shall be of no effect if such moneys are not so deposited or if such
notice is so rescinded. 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 Bonds or
portions thereof which are to be so redeemed. If such written notice of redemption is mailed (and
not rescinded), and if due provision for such payment is made, all as provided above, the Bonds 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. Any notice of redemption so mailed shall be conclusively presumed to
have been duly given irrespective of whether received by the Registered Owner. If a portion of any
Bond shall be redeemed a substitute Bond or Bonds having the same maturity date, bearing interest
at the same rate, in any denomination or denominations in any integral multiple of $5,000, at the
written request of the Registered Owner, and in an aggregate principal amount equal to the
unredeemed portion thereof, will be issued to the Registered Owner upon the surrender thereof for
cancellation, at the expense of the City, all as provided in the Bond Ordinance.

ALL BONDS OF THIS SERIES are issuable solely as fully registered Bonds, without
interest coupons, in the denomination of any integral multiple of $5,000. As provided in the Bond
Ordinance, this Bond may, at the request of the Registered Owner or the assignee or assignees
hereof, be assigned, transferred, converted into and exchanged for a like aggregate amount of fully
registered Bonds, without interest coupons, payable to the appropriate Registered Owner, assignee
or assignees, as the case may be, having any authorized denomination or denominations as requested
inwriting by the appropriate Registered Owner, assignee or assignees, as the case may be, upon sur-
render of this Bond to the Paying Agent/Registrar for cancellation, all in accordance with the form
and procedures set forth in the Bond Ordinance. Among other requirements for such assignment
and transfer, this Bond must be presented and surrendered to the Paying Agent/Registrar, together
with proper instruments of assignment, in form and with guarantee of signatures satisfactory to the
Paying Agent/Registrar, evidencing assignment of this Bond or any portion or portions hereof in any
authorized denomination to the assignee or assignees in whose name or names this Bond or any such
portion or portions hereof is or are to be registered. The form of Assignment printed or endorsed
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on this Bond may be executed by the Registered Owner to evidence the assignment hereof, but such
method is not exclusive, and other instruments of assignment satisfactory to the Paying
Agent/Registrar may be used to evidence the assignment of this Bond or any portion or portions
hereof from time to time by the Registered Owner. The Paying Agent/Registrar's reasonable
standard or customary fees and charges for assigning, transferring, converting and exchanging any
Bond or portion thereof will be paid by the City. In any circumstance, any taxes or governmental
charges required to be paid with respect thereto shall be paid by the one requesting such assignment,
transfer, conversion or exchange, as a condition precedent to the exercise of such privilege. The
Paying Agent/Registrar shall not be required to make any such transfer or exchange of a Bond (i)
during the period commencing with the close of business on any Record Date immediately preceding
a principal or interest payment date for such Bond and ending with the opening of business on the
next following principal or interest payment date, or (ii) with respect to any Bond or any portion
thereof called for redemption prior to maturity, within 45 days prior to its redemption date; provided,
however, such limitation of transfer shall not be applicable to an exchange by the Registered Owner
of an unredeemed balance of a Bond called for redemption in part.

WHENEVER THE BENEFICIAL OWNERSHIP of this Bond is determined by a book
entry at a securities depository for the Bonds, the foregoing requirements of holding, delivering or
transferring this Bond shall be modified to require the appropriate person or entity to meet the
requirements of the securities depository as to registering or transferring the book entry to produce
the same effect.

IN THE EVENT ANY PAYING AGENT/REGISTRAR for the Bonds is changed by the
City, resigns, or otherwise ceases to act as such, the City has covenanted in the Bond Ordinance that
it promptly will appoint a competent and legally qualified substitute therefor, and cause written
notice thereof to be mailed to the registered owners of the Bonds.

IT ISHEREBY CERTIFIED, RECITED, AND COVENANTED that this Bond has been
duly and validly authorized, issued, and delivered; that all acts, conditions, and things required or
proper to be performed, exist, and be done precedent to or in the authorization, issuance and delivery
of this Bond have been performed, existed, and been done in accordance with law; that this Bond
is a general obligation of the City, issued on the full faith and credit thereof; and that ad valorem
taxes sufficient to provide for the payment of the interest on and principal of this Bond, as such
interest comes due, and as such principal matures, have been levied and ordered to be levied against
all taxable property in the City, and have been pledged for such payment, within the limits provided
by law.

THE CITY HASRESERVED THE RIGHT TO AMEND the Bond Ordinance as provided
therein, and under some (but not all) circumstances amendments thereto must be approved by the
registered owners of a majority in aggregate principal amount of the outstanding Bonds.

BY BECOMING THE REGISTERED OWNER of this Bond, the Registered Owner thereby

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

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

(facsimile signature) (facsimile signature)
City Secretary, City of Portland, Texas Mayor [Pro-Tem], City of Portland, Texas

(SEAL)
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FORM OF REGISTRATION CERTIFICATE OF
THE COMPTROLLER OF PUBLIC ACCOUNTS:

COMPTROLLER'S REGISTRATION CERTIFICATE: REGISTER NO.

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

Comptroller of Public Accounts of the State of Texas.

Witness my signature and seal this

Comptroller of Public Accounts

(COMPTROLLER'S SEAL) of the State of Texas

[The remainder of this page intentionally left blank]
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FORM OF PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE

PAYING AGENT/REGISTRAR'S AUTHENTICATION CERTIFICATE
(To be executed if this Bond is not accompanied by an executed Registration Certificate of
the Comptroller of Public Accounts of the State of Texas)

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

Dated BOKF, NA
Austin, Texas
Paying Agent/Registrar

By
Authorized Representative

[The remainder of this page left blank intentionally]
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FORM OF ASSIGNMENT:

ASSIGNMENT

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

/ /
(Assignee's Social Security or (Print or typewrite Assignee's name and address, including zip code)
Taxpayer ldentification)

and hereby irrevocably constitutes and appoints
attorney to register the transfer of the within Bond on the books kept for registration thereof, with
full power of substitution in the premises.

Dated:

Signature Guaranteed:

NOTICE: Signature(s) must be guaranteed by NOTICE: The signature above must
a member firm of the New York Stock correspond with the name of the Registered
Exchange or a commercial bank or trust Owner as it appears upon the front of this
company. Bond in every particular, without alteration or

enlargement or any change whatsoever.

INITIAL BOND INSERTIONS
The Initial Bond shall be in the form set forth above except that:

(A)  Immediately under the name of the Bond, the headings "INTEREST RATE" and
"MATURITY DATE" shall be completed with the words "As shown below" and
"CUSIP NO. " shall be deleted.

(B)  The first paragraph shall be deleted and the following shall be inserted:

"ON THE RESPECTIVE MATURITY DATES specified below, the CITY OF
PORTLAND, TEXAS (the "City"), being a political subdivision and home-rule municipality of the
State of Texas, hereby promises to pay to the Registered Owner specified above, or registered
assigns (hereinafter called the "Registered Owner"), the respective Principal Installments specified
below, and to pay interest thereon (calculated on the basis of a 360-day year of twelve 30-day
months) from the date of initial delivery of the series of which this Bond is a part (as shown on the
records of the Paying Agent/Registrar identified below) at the respective Interest Rates per annum
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specified below, payable on February 15, 2018, and semiannually on each February 15 and
August 15 hereafter to the respective Maturity Dates specified below, or the date of redemption prior
to maturity. The respective Maturity Dates, Principal Installments and Interest Rates for this Bond
are set forth in the following schedule:

MATURITY DATE PRINCIPAL INTEREST
(AugusT 15) INSTALLMENT ($) RATE (%)

[Insert information from Sections 2 and 3 above]

(C)  The Initial Bond shall be numbered "T-1."

SECTIONG. INTEREST AND SINKING FUND; TAXLEVY; SECURITY INTEREST.

(@) Interest and Sinking Fund; Tax Levy. A special "Interest and Sinking Fund" is
hereby created and shall be established and maintained by the City at an official depository bank of
the City. Said Interest and Sinking Fund shall be kept separate and apart from all other funds and
accounts of the City, and shall be used only for paying the interest on and the principal of said
Bonds. Immediately after the issuance and delivery of the Bonds, all accrued interest on the Bonds,
together with any premium on the Bonds that is not used by the City to pay costs of issuance in
accordance with the provisions of Section 1201.042(d), Texas Government Code, as amended, shall
be deposited to the credit of the Interest and Sinking Fund. In addition, all ad valorem taxes levied
and collected for and on account of said Bonds shall be deposited, as collected, to the credit of said
Interest and Sinking Fund. For each fiscal year while any of the Bonds or interest thereon are
outstanding and unpaid, the governing body of the City shall compute and ascertain a rate and
amount of ad valorem tax which will be sufficient to raise and produce the money required to pay
the interest on the Bonds as such interest comes due, and to provide and maintain a sinking fund
adequate to pay the principal of the Bonds as such principal matures (but never less than 2% of the
original principal amount of the Bonds as a sinking fund each year); and said tax shall be based on
the latest approved tax rolls of the City, with full allowance being made for tax delinquencies and
the cost of tax collection. Said rate and amount of ad valorem tax is hereby levied, and is hereby
ordered to be levied, against all taxable property in the City for each year while any of the Bonds
or interest thereon are outstanding and unpaid; and said tax shall be assessed and collected each such
year and deposited to the credit of the Interest and Sinking Fund created by this Ordinance. Said
ad valorem taxes sufficient to provide for the payment of the interest on and principal of the Bonds,
as such interest comes due and such principal matures, are hereby pledged for such payment, within
the limit prescribed by law.
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(b) Security Interest. Chapter 1208, Texas Government Code, applies to the issuance
of the Bonds and the pledge of the ad valorem taxes granted by the City under Section 6(a) of this
Ordinance, and is therefore valid, effective, and perfected. If Texas law is amended at any time
while the Bonds are outstanding and unpaid such that the pledge of the ad valorem taxes or surplus
revenues granted by the City under Section 6(a) of this Ordinance is to be subject to the filing
requirements of Chapter 9, Texas Business & Commerce Code, then in order to preserve to the
registered owners of the Bonds the perfection of the security interest in said pledge, the City agrees
to take such measures as it determines are reasonable and necessary under Texas law to comply with
the applicable provisions of Chapter 9, Texas Business & Commerce Code, and enable a filing to
perfect the security interest in said pledge to occur.

SECTION 7. CONSTRUCTION FUND. There is hereby created and established in the
depository of the City, a fund to be called the City of Portland, Texas General Obligation Bonds
(Series 2017) Construction Fund (herein called the "Construction Fund™). Proceeds from the sale
and delivery of the Bonds (other than proceeds representing accrued interest on the Bonds, if any,
and any premium on the Bonds that is not applied against voted authorization or used by the City
to pay costs of issuance in accordance with the provisions of Section 1201.042(d), Texas
Government Code, as amended, which shall be deposited in the Interest and Sinking Fund) shall be
deposited in the Construction Fund. Money in the Construction Fund shall be subject to
disbursements by the City for payment of all costs incurred in carrying out the purpose for which
the Bonds are issued, including but not limited to costs for construction, engineering, architecture,
financing, financial consultants and legal services related to the project being financed with proceeds
of the Bonds, and to pay costs of issuance of the Bonds. All funds remaining on deposit in the
Construction Fund upon completion of the projects being financed with the proceeds from the
Bonds, if any, shall be transferred to the Interest and Sinking Fund.

SECTION 8. INVESTMENTS. Funds on deposit in the Interest and Sinking Fund and the
Construction Fund shall be secured by the depository bank of the City in the manner and to the
extent required by law to secure other public funds of the City and may be invested from time to
time in any investment authorized by applicable law, including but not limited to the Public Funds
Investment Act (Chapter 2256, Texas Government Code), and the City’s investment policy adopted
in accordance with the provisions of the Public Funds Investment Act; provided, however, that
investments purchased for and held in each Interest and Sinking Fund shall have a final maturity no
later than the next principal or interest payment date on which such funds will be needed, and
investments purchased for and held in the Construction Fund shall have a final maturity of not later
than the date the City reasonably expects the funds from such investments will be required to pay
costs of the projects for which the Bonds were issued. Income and profits from such investments
shall be deposited in the respective Fund which holds such investments; however, any such income
and profits from investments in the Construction Fund may be withdrawn by the City and deposited
in the Interest and Sinking Fund to pay all or a portion of the interest next coming due on the Bonds.
It is further provided, however, that any interest earnings on proceeds which are required to be
rebated to the United States of America pursuant to Section 13 hereof in order to prevent the Bonds
from being arbitrage bonds shall be so rebated and not considered as interest earnings for the
purposes of this Section.
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SECTION9. EMPOWERED. The City Manager and Finance Director are hereby ordered
to do any and all things necessary to accomplish the transfer of monies to the Interest and Sinking
Fund of this issue in ample time to pay such items of principal and interest.

SECTION 10. DEFEASANCE OF BONDS.

(@) Defeasance. Any Bond and the interest thereon shall be deemed to be paid, retired
and no longer outstanding (a "Defeased Bond™) within the meaning of this Ordinance, except to the
extent provided in subsection (d) of this Section, when payment of the principal of such Bond, plus
interest thereon to the due date (whether such due date be by reason of maturity or otherwise) either
(i) shall have been made or caused to be made in accordance with the terms thereof, or (ii) shall have
been provided for on or before such due date by irrevocably depositing with or making available to
the Paying Agent/Registrar in accordance with an escrow agreement or other instrument (the
"Future Escrow Agreement") for such payment (1) lawful money of the United States of America
sufficient to make such payment and/or (2) Defeasance Securities that mature as to principal and
interest in such amounts and at such times as will insure the availability, without reinvestment, of
sufficient money to provide for such payment, and when proper arrangements have been made by
the City with the Paying Agent/Registrar for the payment of its services until all Defeased Bonds
shall have become due and payable. At such time as a Bond shall be deemed to be a Defeased Bond
hereunder, as aforesaid, such Bond and the interest thereon shall no longer be secured by, payable
from, or entitled to the benefits of, the ad valorem taxes or revenues herein levied and pledged as
provided in this Ordinance, and such principal and interest shall be payable solely from such money
or Defeasance Securities. Notwithstanding any other provision of this Ordinance to the contrary, it
is hereby provided that any determination not to redeem Defeased Bonds that is made in conjunction
with the payment arrangements specified in subsection (a)(i) or (ii) of this Section shall not be
irrevocable, provided that: (1) in the proceedings providing for such payment arrangements, the
City expressly reserves the right to call the Defeased Bonds for redemption; (2) gives notice of the
reservation of that right to the owners of the Defeased Bonds immediately following the making of
the payment arrangements; and (3) directs that notice of the reservation be included in any
redemption notices that it authorizes.

(b) Investment of Funds in Defeasance Securities. Any moneys so deposited with the
Paying Agent/Registrar may at the written direction of the City be invested in Defeasance Securities,
maturing in the amounts and times as hereinbefore set forth, and all income from such Defeasance
Securities received by the Paying Agent/Registrar that is not required for the payment of the Bonds
and interest thereon, with respect to which such money has been so deposited, shall be turned over
to the City, or deposited as directed in writing by the City. Any Future Escrow Agreement pursuant
to which the money and/or Defeasance Securities are held for the payment of Defeased Bonds may
contain provisions permitting the investment or reinvestment of such moneys in Defeasance
Securities or the substitution of other Defeasance Securities upon the satisfaction of the requirements
specified in subsection (a)(i) or (ii) of this Section. All income from such Defeasance Securities
received by the Paying Agent/Registrar which is not required for the payment of the Defeased
Bonds, with respect to which such money has been so deposited, shall be remitted to the City or
deposited as directed in writing by the City.
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(©) Definition of Defeasance Securities. The term "Defeasance Securities" means (i)
direct, noncallable obligations of the United States of America, including obligations that are
unconditionally guaranteed by the United States of America, (ii) noncallable obligations of an
agency or instrumentality of the United States of America, including obligations that are
unconditionally guaranteed or insured by the agency or instrumentality and that, on the date of the
purchase thereof are rated as to investment quality by a nationally recognized investment rating firm
not less than AAA or its equivalent, (iii) noncallable obligations of a state or an agency or a county,
municipality, or other political subdivision of a state that have been refunded and that, on the date
on the date the governing body of the City adopts or approves the proceedings authorizing the
financial arrangements are rated as to investment quality by a nationally recognized investment
rating firm not less than AAA or its equivalent, and (iv) any other then authorized securities or
obligations under applicable state law that may be used to defease obligations such as the Bonds.

(d) Duties of Paying Agent/Reqistrar. Until all Defeased Bonds shall have become due
and payable, the Paying Agent/Registrar shall perform the services of Paying Agent/Registrar for
such Defeased Bonds the same as if they had not been defeased, and the City shall make proper
arrangements to provide and pay for such services as required by this Ordinance.

(e) Selection of Bonds to be Defeased. In the event that the City elects to defease less
than all of the principal amount of Bonds of a maturity, the Paying Agent/Registrar shall select, or
cause to be selected, such amount of Bonds by such random method as it deems fair and appropriate.

SECTION 11. DAMAGED, MUTILATED, LOST, STOLEN, OR DESTROYED
BONDS.

(@) Replacement Bonds. In the event any outstanding Bond is damaged, mutilated, lost,
stolen, or destroyed, the Paying Agent/Registrar shall cause to be printed, executed, and delivered,
anew bond of the same principal amount, maturity, and interest rate, as the damaged, mutilated, lost,
stolen, or destroyed Bond, in replacement for such Bond in the manner hereinafter provided.

(b)  Application for Replacement Bonds. Application for replacement of damaged,
mutilated, lost, stolen, or destroyed Bonds shall be made by the registered owner thereof to the
Paying Agent/Registrar. In every case of loss, theft, or destruction of a Bond, the registered owner
applying for a replacement bond shall furnish to the City and to the Paying Agent/Registrar such
security or indemnity as may be required by them to save each of them harmless from any loss or
damage with respect thereto. Also, in every case of loss, theft, or destruction of a Bond, the
registered owner shall furnish to the City and to the Paying Agent/Registrar evidence to their
satisfaction of the loss, theft, or destruction of such Bond. In every case of damage or mutilation
of a Bond, the registered owner shall surrender to the Paying Agent/Registrar for cancellation the
Bond so damaged or mutilated.

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

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

(e) Authority for Issuing Replacement Bonds. In accordance with Chapter 1201, Texas
Government Code, as amended, this Section of this Ordinance shall constitute authority for the
issuance of any such replacement bond without necessity of further action by the governing body
of the City or any other body or person, and the duty of the replacement of such bonds is hereby
authorized and imposed upon the Paying Agent/Registrar, and the Paying Agent/Registrar shall
authenticate and deliver such Bonds in the form and manner and with the effect, as provided in
Section 4(a) of this Ordinance for Bonds issued in conversion and exchange for other Bonds.

SECTION 12. CUSTODY, APPROVAL, AND REGISTRATION OF BONDS; BOND
COUNSEL'SOPINION; CUSIPNUMBERS; AND OTHER MATTERS. The Mayor or Mayor
Pro-Tem of the City is hereby authorized to have control of the Bonds initially issued and delivered
hereunder and all necessary records and proceedings pertaining to the Bonds pending their delivery
and their investigation, examination, and approval by the Attorney General of the State of Texas,
and their registration by the Comptroller of Public Accounts of the State of Texas. Upon registration
of the Bonds said Comptroller of Public Accounts (or a deputy designated in writing to act for said
Comptroller) shall manually sign the Comptroller's Registration Certificate attached to such Bonds,
and the seal of said Comptroller shall be impressed, or placed in facsimile, on such Certificate. The
approving legal opinion of the City's Bond Counsel (with an appropriate certificate pertaining
thereto executed by facsimile signature of the City Secretary of the City) and the assigned CUSIP
numbers may, at the option of the City, be printed on the Bonds issued and delivered under this
Ordinance, but neither shall have any legal effect, and shall be solely for the convenience and
information of the registered owners of the Bonds.

SECTION 13. COVENANTS REGARDING TAX EXEMPTION OF INTEREST ON
THE BONDS.

(@) Covenants. The City covenants to take any action necessary to assure, or refrain from
any action which would adversely affect, the treatment of the Bonds as obligations described in
section 103 of the Internal Revenue Code of 1986, as amended (the "Code™), the interest on which
is not includable in the "gross income™ of the holder for purposes of federal income taxation. In
furtherance thereof, the City covenants as follows:
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(1) to take any action to assure that no more than 10 percent of the proceeds of the
Bonds or the projects financed therewith (less amounts deposited to a reserve fund, if any)
are used for any "private business use," as defined in section 141(b)(6) of the Code or, if
more than 10 percent of the proceeds of the Bonds or the projects financed therewith are so
used, such amounts, whether or not received by the City, with respect to such private
business use, do not, under the terms of this Ordinance or any underlying arrangement,
directly or indirectly, secure or provide for the payment of more than 10 percent of the debt
service on the Bonds, in contravention of section 141(b)(2) of the Code;

(2) to take any action to assure that in the event that the "private business use™
described in subsection (1) hereof exceeds 5 percent of the proceeds of the Bonds or the
projects financed therewith (less amounts deposited into a reserve fund, if any) then the
amount in excess of 5 percent is used for a "private business use"” which is "related" and not
"disproportionate,” within the meaning of section 141(b)(3) of the Code, to the governmental
use;

(3) to take any action to assure that no amount which is greater than the lesser of
$5,000,000, or 5 percent of the proceeds of the Bonds (less amounts deposited into a reserve
fund, if any) is directly or indirectly used to finance loans to persons, other than state or local
governmental units, in contravention of section 141(c) of the Code;

(4) to refrain from taking any action which would otherwise result in the Bonds
being treated as "private activity bonds™ within the meaning of section 141(b) of the Code;

(5) to refrain from taking any action that would result in the Bonds being "federally
guaranteed” within the meaning of section 149(b) of the Code;

(6) to refrain from using any portion of the proceeds of the Bonds, directly or
indirectly, to acquire or to replace funds which were used, directly or indirectly, to acquire
investment property (as defined in section 148(b)(2) of the Code) which produces a
materially higher yield over the term of the Bonds, other than investment property acquired
with --

(A) proceeds of the Bonds invested for a reasonable temporary period of
three years or less until such proceeds are needed for the purpose for which the
Bonds are issued,

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

(C) amounts deposited in any reasonably required reserve or replacement

fund to the extent such amounts do not exceed 10 percent of the proceeds of the
Bonds;
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(7) to otherwise restrict the use of the proceeds of the Bonds or amounts treated as
proceeds of the Bonds, as may be necessary, so that the Bonds do not otherwise contravene
the requirements of section 148 of the Code (relating to arbitrage) and, to the extent
applicable, section 149(d) of the Code (relating to advance refundings); and

(8) to pay to the United States of America at least once during each five-year period
(beginning on the date of delivery of the Bonds) an amount that is at least equal to 90 percent
of the "Excess Earnings," within the meaning of section 148(f) of the Code and to pay to the
United States of America, not later than 60 days after the Bonds have been paid in full, 100
percent of the amount then required to be paid as a result of Excess Earnings under section
148(f) of the Code.

(b) Rebate Fund. In order to facilitate compliance with the above covenant (8), a
"Rebate Fund" is hereby established by the City for the sole benefit of the United States of America,
and such fund shall not be subject to the claim of any other person, including without limitation the
bondholders. The Rebate Fund is established for the additional purpose of compliance with section
148 of the Code.

(©) Proceeds. The City understands that the term "proceeds"” includes "disposition
proceeds" as defined in the Treasury Regulations and, in the case of refunding bonds, transferred
proceeds (if any) and proceeds of the refunded bonds expended prior to the date of issuance of the
Bonds. It isthe understanding of the City that the covenants contained herein are intended to assure
compliance with the Code and any regulations or rulings promulgated by the U.S. Department of
the Treasury pursuant thereto. In the event that regulations or rulings are hereafter promulgated
which modify or expand provisions of the Code, as applicable to the Bonds, the City will not be
required to comply with any covenant contained herein to the extent that such failure to comply, in
the opinion of nationally recognized bond counsel, will not adversely affect the exemption from
federal income taxation of interest on the Bonds under section 103 of the Code. In the event that
regulations or rulings are hereafter promulgated which impose additional requirements which are
applicable to the Bonds, the City agrees to comply with the additional requirements to the extent
necessary, in the opinion of nationally recognized bond counsel, to preserve the exemption from
federal income taxation of interest on the Bonds under section 103 of the Code. In furtherance of
such intention, the City hereby authorizes and directs the Mayor, the City Manager or the Finance
Director of the City to execute any documents, certificates or reports required by the Code and to
make such elections, on behalf of the City, which may be permitted by the Code as are consistent
with the purpose for the issuance of the Bonds.

(d) Allocation of, and Limitation on, Expenditures for the Project. The City covenants
to account for the expenditure of sale proceeds and investment earnings to be used for the purposes
described in Section 1 of this Ordinance (collectively referred to herein as the "Project™) on its
books and records in accordance with the requirements of the Internal Revenue Code. The City
recognizes that in order for the proceeds to be considered used for the reimbursement of costs, the
proceeds must be allocated to expenditures within 18 months of the later of the date that (1) the
expenditure is made, or (2) the Project is completed; but in no event later than three years after the
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date on which the original expenditure is paid. The foregoing notwithstanding, the City recognizes
that in order for proceeds to be expended under the Internal Revenue Code, the sale proceeds or
investment earnings must be expended no more than 60 days after the earlier of (1) the fifth
anniversary of the delivery of the Bonds, or (2) the date the Bonds are retired. The City agrees to
obtain the advice of nationally-recognized bond counsel if such expenditure fails to comply with the
foregoing to assure that such expenditure will not adversely affect the tax-exempt status of the
Bonds. For purposes hereof, the City shall not be obligated to comply with this covenant if it
obtains an opinion that such failure to comply will not adversely affect the excludability for federal
income tax purposes from gross income of the interest.

(e) Disposition of Project. The City covenants that the property constituting the projects
financed or refinanced with the proceeds of the Bonds will not be sold or otherwise disposed in a
transaction resulting in the receipt by the City of cash or other compensation, unless the City obtains
an opinion of nationally-recognized bond counsel that such sale or other disposition will not
adversely affect the tax-exempt status of the Bonds. For purposes of the foregoing, the portion of
the property comprising personal property and disposed in the ordinary course shall not be treated
as a transaction resulting in the receipt of cash or other compensation. For purposes hereof, the City
shall not be obligated to comply with this covenant if it obtains an opinion that such failure to
comply will not adversely affect the excludability for federal income tax purposes from gross
income of the interest.

() Written Procedures. Unless superseded by another action of the City, to ensure
compliance with the covenants contained herein regarding private business use, remedial actions,
arbitrage and rebate, the City Council hereby adopts and establishes the instructions attached hereto
as Exhibit B as the City's written procedures.

SECTION14. SALE AND DELIVERY OF BONDS. The Bonds are hereby initially sold
and shall be delivered to ESTRADA HINOJOSA & COMPANY, INC., as the representative of a group
of underwriters (collectively, the "Underwriters"), for cash at the purchase price of $
(which amount is equal to the par value thereof, plus/less a [net] original issue premium/discount
of $ , less an Underwriters' discount of $ ), plus accrued interest from
March 1, 2017 to the date of delivery, all pursuant to the terms and provisions of a Purchase
Contract in substantially the form attached hereto as Exhibit D which the Mayor or Mayor Pro-Tem
of the City are hereby authorized to execute and deliver, and which the City Secretary is hereby
authorized to attest. In satisfaction of Section 1201.022(a)(3), Texas Government Code, and upon
consultation with the City’s Financial Advisor, the City Council hereby determines that the final
terms of the Bonds as set forth in this Ordinance are in the City’s best interest. The City will deliver
to the Underwriter an Initial Bond in the aggregate principal amount of $ payable in
principal installments on the dates and in the principal amounts shown in Section 2 hereof, and
bearing interest at the rates for each respective maturity as shown in in Section 3 hereof. The Bonds
initially shall be registered in the name of ESTRADA HINOJOSA & COMNPANY, INC.
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SECTION15. APPROVAL OF OFFICIAL STATEMENT. The City hereby approves the
form and content of the Official Statement relating to the Bonds and any addenda, supplement, or
amendment thereto, and approves the distribution of the Official Statement in the reoffering of the
Bonds by the initial purchaser thereof in final form, with such changes therein or additions thereto
as the officer executing the same may deem advisable, such determination to be conclusively
evidenced by his execution thereof. The distribution and use of the Preliminary Official Statement
for the Bonds, dated January 24, 2017, prior to the date hereof is hereby ratified and confirmed. The
City Council finds and determines that the Preliminary Official Statement and the Official Statement
were and are "deemed final" as of each of their respective dates within the meaning, and for the
purpose, of Rule 15¢2-12 promulgated under authority granted by the Federal Securities and
Exchange Act of 1934.

SECTION 16. AUTHORITY FOR OFFICERS TO EXECUTE DOCUMENTS AND
APPROVE CHANGES. The Mayor, Mayor Pro-Tem, City Secretary, City Manager and Finance
Director of the City, and all other officers, employees, and agents of the City, and each of them, shall
be and they are hereby expressly authorized, empowered, and directed from time to time and at any
time to do and perform all such acts and things and to execute, acknowledge, and deliver in the name
and under the corporate seal and on behalf of the City all such instruments, whether or not herein
mentioned, as may be necessary or desirable in order to carry out the terms and provisions of this
Ordinance, the Bonds, the sale of the Bonds, the Official Statement, and the Paying Agent/Registrar
Agreement. In addition, prior to the initial delivery of the Bonds, the Mayor, Mayor Pro-Tem, City
Secretary, City Manager, Director of Finance, City Attorney and Bond Counsel are hereby
authorized and directed to approve any technical changes or correction to this Ordinance or to any
of the instruments authorized and approved by this Ordinance necessary in order to (i) correct any
ambiguity or mistake or properly or more completely document the transactions contemplated and
approved by this Ordinance and as described in the Official Statement, (ii) obtain a rating from any
of the national bond rating agencies, or (iii) obtain the approval of the Bonds by the Attorney
General's office. In case any officer whose signature shall appear on any Bond shall cease to be such
officer before the delivery of such Bond, such signature shall nevertheless be valid and sufficient
for all purposes the same as if such officer had remained in office until such delivery. The Finance
Director of the City is further authorized to pay to the Attorney General of Texas prior to the
delivery of the Bonds, for the Attorney General's review of the transcript of proceedings related to
the Bonds, the amount required pursuant to Section 1202.004, Texas Government Code, as amended.

SECTION 17. ORDINANCE A CONTRACT; AMENDMENTS. This Ordinance shall
constitute a contract with the Registered Owners of the Bonds, binding on the City and its successors
and assigns, and shall not be amended or repealed by the City as long as any Bond remains
outstanding except as permitted in this Section. The City may, without the consent of or notice to
any Registered Owners, amend, change, or modify this Ordinance as may be required (i) by the
provisions hereof, (ii) for the purpose of curing any ambiguity, inconsistency, or formal defect or
omission herein, or (iii) in connection with any other change which is not to the prejudice of the
Registered Owners. The City may, with the written consent of the Registered Owners of a majority
in aggregate principal amount of the Bonds then outstanding affected thereby, amend, change,
modify, or rescind any provisions of this Ordinance; provided that without the consent of the
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Registered Owners affected, no such amendment, change, modification, or rescission shall (i) extend
the time or times of payment of the principal of and interest on the Bonds, reduce the principal
amount thereof or the rate of interest thereon, (ii) give any preference to any Bond over any other
Bond, (ii) extend any waiver of default to subsequent defaults, or (iv) reduce the aggregate principal
amount of Bonds required for consent to any such amendment, change, modification, or rescission.
Whenever the City shall desire to make any amendment or addition to or rescission of this
Ordinance requiring consent of the Registered Owners, the City shall cause notice of the
amendment, addition, or rescission to be sent by first class mail, postage prepaid, to the Registered
Owners at the respective addresses shown on the Registration Books. Whenever at any time within
one year after the date of the giving of such notice, the City shall receive an instrument or
instruments in writing executed by the Registered Owners of a majority in aggregate principal
amount of the Bonds then outstanding affected by any such amendment, addition, or rescission
requiring the consent of the Registered Owners, which instrument or instruments shall refer to the
proposed amendment, addition, or rescission described in such notice and shall specifically consent
to and approve the adoption thereof in substantially the form of the copy thereof referred to in such
notice, thereupon, but not otherwise, the City may adopt such amendment, addition, or rescission
in substantially such form, except as herein provided. No Registered Owner may thereafter object
to the adoption of such amendment, addition, or rescission, or to any of the provisions thereof, and
such amendment, addition, or rescission shall be fully effective for all purposes.

SECTION 18. INTERESTED PARTIES. Nothing in this Ordinance expressed or implied
is intended or shall be construed to confer upon, or to give to, any person or entity, other than the
City and the registered owners of the Bonds, any right, remedy or claim under or by reason of this
Ordinance or any covenant, condition or stipulation hereof, and all covenants, stipulations, promises
and agreements in this Ordinance contained by and on behalf of the City shall be for the sole and
exclusive benefit of the City and the registered owners of the Bonds.

SECTION 19. COMPLIANCE WITH RULE 15c2-12.

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

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

"MSRB" means the Municipal Securities Rulemaking Board.

"Rule” means SEC Rule 15¢2-12, as amended from time to time.

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

(b) Annual Reports. The City shall provide annually to the MSRB through EMMA

within six months after the end of each fiscal year ending in or after 2016, financial information and
operating data with respect to the City of the general type included in the final Official Statement
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authorized by this Ordinance being the information described in Exhibit C hereto. Any financial
statements so to be provided shall be (1) prepared in accordance with the accounting principles
described in Exhibit C hereto, or such other accounting principles as the City may be required to
employ from time to time pursuant to state law or regulation, and (2) audited, if the City
commissions an audit of such statements and the audit is completed within the period during which
they must be provided. If the audit of such financial statements is not complete within such period,
then the City shall provide (1) unaudited financial statements for such fiscal year within such six
month period, and (2) audited financial statements for the applicable fiscal year to the MSRB
through EMMA when and if the audit report on such statements become available.

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

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

(© Event Notices.

Q) The City shall notify the MSRB through EMMA in an electronic format as
prescribed by the MSRB, in a timely manner (but not in excess of ten business days after the
occurrence of the event) of any of the following events with respect to the Bonds, if such
event is material within the meaning of the federal securities laws:

1. Non-payment related defaults;

2. Modifications to rights of holders;

3. Bond calls;

4, Release, substitution, or sale of property securing repayment of the Bonds;
5. The consummation of a merger, consolidation, or acquisition involving an

obligated person or the sale of all or substantially all of the assets of the
obligated person, other than in the ordinary course of business, the entry into
a definitive agreement to undertake such an action or the termination of a
definitive agreement relating to any such actions, other than pursuant to its
terms; and

6. Appointment of a successor or additional trustee or the change of name of a
trustee.
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(i)

The City shall notify the MSRB through EMMA in an electronic format as

prescribed by the MSRB, in a timely manner (but not in excess of ten business days after the
occurrence of the event) of any of the following events with respect to the Bonds, without
regard to whether such event is considered material within the meaning of the federal

securities laws:

1.

2.

8.

9.

(iii)

Principal and interest payment delinquencies;

Unscheduled draws on debt service reserves reflecting financial difficulties;
Unscheduled draws on credit enhancements reflecting financial difficulties;
Substitution of credit or liquidity providers, or their failure to perform;
Adverse tax opinions or the issuance by the Internal Revenue Service of
proposed or final determinations of taxability, Notices of Proposed Issue
(IRS Form 5701-TEB) or other material notices or determinations with
respect to the tax-exempt status of the Bonds, or other events affecting the
tax-exempt status of the Bonds;

Tender offers;

Defeasances;

Rating changes; and

Bankruptcy, insolvency, receivership or similar event of an obligated person.

The City shall notify the MSRB through EMMA, in a timely manner, of any

failure by the City to provide financial information or operating data in accordance with
subsection (b) of this Section by the time required by such subsection.

(d) Limitations, Disclaimers, and Amendments. The City shall be obligated to observe

and perform the covenants specified in this Section for so long as, but only for so long as, the City
remains an "obligated person" with respect to the Bonds within the meaning of the Rule, except that
the City in any event will give notice of any deposit made in accordance with Section 10 of this
Ordinance that causes Bonds no longer to be outstanding.

The provisions of this Section are for the sole benefit of the holders and beneficial owners
of the Bonds, and nothing in this Section, express or implied, shall give any benefit or any legal or
equitable right, remedy, or claim hereunder to any other person. The City undertakes to provide
only the financial information, operating data, financial statements, and notices which it has
expressly agreed to provide pursuant to this Section and does not hereby undertake to provide any
other information that may be relevant or material to a complete presentation of the City's financial
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results, condition, or prospects or hereby undertake to update any information provided in
accordance with this Section or otherwise, except as expressly provided herein. The City does not
make any representation or warranty concerning such information or its usefulness to a decision to
invest in or sell Bonds at any future date.

UNDERNO CIRCUMSTANCES SHALL THECITY BELIABLETO THEHOLDER OR
BENEFICIAL OWNER OF ANY BOND ORANY OTHER PERSON, INCONTRACT OR TORT,
FORDAMAGESRESULTING INWHOLE OR INPART FROM ANY BREACHBY THECITY,
WHETHER NEGLIGENT OR WITHOUT FAULT ON ITS PART, OF ANY COVENANT
SPECIFIED IN THIS SECTION, BUT EVERY RIGHT AND REMEDY OF ANY SUCH
PERSON, IN CONTRACT OR TORT, FOR OR ON ACCOUNT OF ANY SUCH BREACH
SHALL BE LIMITED TO AN ACTION FOR MANDAMUS OR SPECIFIC PERFORMANCE.

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

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

The provisions of this Section may be amended by the City from time to time to adapt to
changed circumstances that arise from a change in legal requirements, a change in law, or a change
in the identity, nature, status, or type of operations of the City, but only if (1) the provisions of this
Section, as so amended, would have permitted an underwriter to purchase or sell Bonds in the
primary offering of the Bonds in compliance with the Rule, taking into account any amendments or
interpretations of the Rule since such offering as well as such changed circumstances and (2) either
(a) the holders of a majority in aggregate principal amount (or any greater amount required by any
other provision of this Ordinance that authorizes such an amendment) of the outstanding Bonds
consent to such amendment or (b) a person that is unaffiliated with the City (such as nationally
recognized bond counsel) determined that such amendment will not materially impair the interest
of the holders and beneficial owners of the Bonds. The City may also amend or repeal the
provisions of this continuing disclosure agreement if the SEC amends or repeals the applicable
provision of the Rule or a court of final jurisdiction enters judgment that such provisions of the Rule
are invalid, but only if and to the extent that the provisions of this sentence would not prevent an
underwriter from lawfully purchasing or selling Bonds in the primary offering of the Bonds. If the
City so amends the provisions of this Section, it shall include with any amended financial
information or operating data next provided in accordance with paragraph (b) of this Section an
explanation, in narrative form, of the reason for the amendment and of the impact of any change in
the type of financial information or operating data so provided.

SECTION 20. REMEDIES IN EVENT OF DEFAULT. In addition to all the rights and
remedies provided by the laws of the State of Texas, it is specifically covenanted and agreed
particularly that in the event the City (i) defaults in the payment of the principal, premium, if any,
or interest on the Bonds, (ii) defaults in the deposits and credits required to be made to the Interest
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and Sinking Fund, or (iii) defaults in the observance or performance of any other of the covenants,
conditions or obligations set forth in this Ordinance and the continuation thereof for 30 days after
the City has received written notice of such defaults, the Holders of any of the Bonds shall be
entitled to seek a writ of mandamus issued by a court of proper jurisdiction compelling and requiring
the governing body of the City and other officers of the City to observe and perform any covenant,
condition or obligation prescribed in this Ordinance.

No delay or omission to exercise any right or power accruing upon any default shall impair
any such right or power or shall be construed to be a waiver of any such default or acquiescence
therein, and every such right and power may be exercised from time to time and as often as may be
deemed expedient. The specific remedy herein provided shall be cumulative of all other existing
remedies, and the specification of such remedy shall not be deemed to be exclusive.

SECTION 21. INCORPORATION OF RECITALS. The City hereby finds that the
statements set forth in the recitals of this Ordinance are true and correct, and the City hereby
incorporates such recitals as a part of this Ordinance.

SECTION 22. SEVERABILITY. If any provision of this Ordinance or the application
thereof to any circumstance shall be held to be invalid, the remainder of this Ordinance and the
application thereof to other circumstances shall nevertheless be valid, and this governing body
hereby declares that this Ordinance would have been enacted without such invalid provision.

SECTION23. EFFECTIVE DATE. Pursuantto the provisions of Section 1201.028, Texas
Government Code, this Ordinance shall become effective immediately after its adoption by the City
Council.

[The remainder of this page intentionally left blank.]
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PASSED AND APPROVED BY THE CITY COUNCIL OF THE CITY OF PORTLAND,
TEXAS AT A REGULAR MEETING HELD ON THE 7™ DAY OF FEBRUARY, 2017, AT
WHICH MEETING A QUORUM WAS PRESENT.

Mayor, City of Portland, Texas

ATTEST:

City Secretary
City of Portland, Texas

(City Seal)

** ** ** ** **

Signature Page to the Ordinance Authorizing the Issuance of
City of Portland, Texas General Obligation Bonds, Series 2017



EXHIBIT A

The Paying Agent/Registrar Agreement is omitted at this point as it appears in executed
form elsewhere in this Transcript of Proceedings.
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EXHIBIT B

WRITTEN PROCEDURES RELATING TO
CONTINUING COMPLIANCE WITH FEDERAL TAX COVENANTS

A. Arbitrage. With respect to the investment and expenditure of the proceeds of the
Bonds, the City's chief financial officer (the "Responsible Person™), which currently is the City's
Finance Director, will:

Q) instruct the appropriate person or persons that the construction, renovation or
acquisition of the facilities must proceed with due diligence and that binding
contracts for the expenditure of at least 5% of the proceeds of the Bonds will be
entered into within six (6) months of the date of delivery of the Bonds (the "lIssue
Date");

(i) monitor that at least 85% of the proceeds of the Bonds to be used for the
construction, renovation or acquisition of any facilities are expended within three (3)
years of the Issue Date;

(iii)  restrict the yield of the investments to the yield on the Bonds after three (3) years of
the Issue Date;

(iv)  monitor all amounts deposited into a sinking fund or funds (e.g., the Interest and
Sinking Fund), to assure that the maximum amount invested at a yield higher than
the yield on the Bonds does not exceed an amount equal to the debt service on the
Bonds in the succeeding 12 month period plus a carryover amount equal to
one-twelfth of the principal and interest payable on the Bonds for the immediately
preceding 12-month period;

(v) ensure that no more than 50% of the proceeds of the Bonds are invested in an
investment with a guaranteed yield for 4 years or more;

(vi)  maintain any official action of the City (such as a reimbursement resolution) stating
its intent to reimburse with the proceeds of the Bonds any amount expended prior to
the Issue Date for the acquisition, renovation or construction of the facilities;

(vii)  ensure that the applicable information return (e.g., IRS Form 8038-G, 8038-GC, or
any successor forms) is timely filed with the IRS; and

(viii) assure that, unless excepted from rebate and yield restriction under section 148(f) of
the Code, excess investment earnings are computed and paid to the U.S. government
at such time and in such manner as directed by the IRS (A) at least every 5 years
after the Issue Date and (B) within 30 days after the date the Bonds are retired.

B. Private Business Use. With respect to the use of the facilities financed or refinanced
with the proceeds of the Bonds the Responsible Person will:
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Q) monitor the date on which the facilities are substantially complete and available to
be used for the purpose intended,;

(i) monitor whether, at any time the Bonds are outstanding, any person, other than the
City, the employees of the City, the agents of the City or members of the general
public has any contractual right (such as a lease, purchase, management or other
service agreement) with respect to any portion of the facilities;

(ili)  monitor whether, at any time the Bonds are outstanding, any person, other than the
City, the employees of the City, the agents of the City or members of the general
public has a right to use the output of the facilities (e.g., water, gas, electricity);

(iv)  monitor whether, at any time the Bonds are outstanding, any person, other than the
City, the employees of the City, the agents of the City or members of the general
public has a right to use the facilities to conduct or to direct the conduct of research;

(v) determine whether, at any time the Bonds are outstanding, any person, other than the
City, has a naming right for the facilities or any other contractual right granting an
intangible benefit;

(vi)  determine whether, at any time the Bonds are outstanding, the facilities are sold or
otherwise disposed of; and

(vii)  take suchaction as is necessary to remediate any failure to maintain compliance with
the covenants contained in the Ordinance related to the public use of the facilities.

C. Record Retention. The Responsible Person will maintain or cause to be maintained
all records relating to the investment and expenditure of the proceeds of the Bonds and the use of
the facilities financed or refinanced thereby for a period ending three (3) years after the complete
extinguishment of the Bonds. If any portion of the Bonds is refunded with the proceeds of another
series of tax-exempt obligations, such records shall be maintained until the three (3) years after the
refunding obligations are completely extinguished. Such records can be maintained in paper or
electronic format.

D. Responsible Person. The Responsible Person shall receive appropriate training
regarding the City's accounting system, contract intake system, facilities management and other
systems necessary to track the investment and expenditure of the proceeds and the use of the
facilities financed or refinanced with the proceeds of the Bonds. The foregoing notwithstanding,
the Responsible Person is authorized and instructed to retain such experienced advisors and agents
as may be necessary to carry out the purposes of these instructions.

B-2



EXHIBITC

DESCRIPTION OF ANNUAL FINANCIAL INFORMATION

The following information is referred to in Section 19 of this Ordinance.
Annual Financial Statements and Operating Data

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

1. The annual audited financial statements of the City or the unaudited financial
statements of the City in the event audited financial statements are not completed within six months
after the end of any fiscal year.

2. All quantitative financial information and operating data with respect to the City of
the general type included in the Official Statement under Tables 1 through 10 of Appendix A to the
Official Statement

Accounting Principles

The accounting principles referred to in such Section are the accounting principles described
in the notes to the financial statements referred to in paragraph 1 above.
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10.

11.

EARLY VOTING. Electors may cast their early votes by mail or by personal appearance at
the times and places determined by the Election Administrator. When so determined, the
times and places for early voting by personal appearance shall be attached hereto as Exhibit
A. The Early Voting Clerk shall be appointed by the Election Administrator.

EARLY VOTING BALLOT BOARD. An early voting ballot board shall be created by the Election
Administrator to process early voting results.

ELECTORS. All resident, qualified electors of the City shall be entitled to vote at said
election.

NOTICE OF ELECTION. The City shall cause a copy of the Notice of Election (in English and
Spanish) to be posted and published as required by Sections 4.003(a)(1)(A), (b) and (f),
Texas Election Code, and Section 1251.003(d) and (e), Texas Government Code.

ELECTION CODE. In all respects said election shall be conducted in accordance with the
Texas Election Code. Pursuant to the federal Help America Vote Act ("HAVA") and the Code,
at each polling place there shall be at least one voting system that is equipped for disabled
individuals, and each such voting system shall be a system that has been certified by the
Texas Secretary of State as compliant with HAVA and the Code. The City Manager of the
City is hereby authorized to enter into any necessary agreements with San Patricio County
in order to comply with this section.

BILINGUAL ELECTION MATERIALS. All election materials (including notice of the election,
ballots, instruction cards, affidavits, and other forms which voters may be required to sign)
and all early voting materials shall be printed in both English and Spanish, or Spanish
translations thereof, and/or other assistance shall be provided, as required by the Texas
Election Code and the Federal Voting Rights Act of 1965, each as amended.

AGREEMENT WITH SAN PATRICIO COUNTY AND JOINT ELECTION PARTICIPANTS. The City
Manager of the City is authorized to enter into any other agreements required by San
Patricio County or the Election Administrator in connection with conducting the election
ordered herein, and the City is authorized to pay the fees charged by San Patricio County
for services rendered in connection with the election. The City Manager is further
authorized to enter into an agreement with other political subdivisions in the event it is
determined that the election called by this Resolution shall be conducted as a joint election
pursuant to Chapter 271 of the Texas Election Code.

EFFECTIVE DATE. Pursuant to the provisions of Section 1201.028, Texas Government Code,
as amended, this Resolution shall become effective immediately upon adoption thereof.

PASSED AND APPROVED this 7t" day of February 2017.

CITY OF PORTLAND, TEXAS
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David Krebs, Mayor

ATTEST:

Annette Hall, City Secretary
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ORDEN DE ELECCION PARA MUNICIPIO

Por la presente se ordena que se llevara a cabo una elelccion y una eleccion especial el 6 de Mayo, 2017
(fecha) con el proposito

de: elegir Cuatro (4) Miembros de Concilio (Termino de Dos (2) Anos)

La votacion adelantada en persona se llevara a cabo de lunes a viernes en

Daniel P. Moore Community Center Complex (Portland Community Center) 2000 Billy G. Webb Dr., Portland, Texas

(sitio)

Entre las 8 de lamafianay las 5 de la tarde empezando el 24 de Abril 2017 (fecha) y terminando
el 2 de Mayo 2017, Y entre las 7 de la mafiana y las 7 de la tarde, (lunes) el 24 de Abril 2017 y
(lunes) el dia 1 de Mayo 2017 (fecha)

Las solicitudes para boletas que se votaran en ausencia por correo deberan enviarse a:

Pam Hill, Early Voting Clerk
(Nombre del Secretario(a) de Votacion Adelantada)

410 W. Market St./P.O. Box 579
(Direccion)

Sinton, Texas 78387
(Ciudad) (Zona Postal)

Las solicitudes para boletas que se votaran en ausencia por correo deberan recibirse para el fin de
las horas de las horas de negocio el 25 de Abril 2016.

(fecha)
Emitida este dia 7 de Febrero, 2017.
Firma del Alcalde Firma de la Persona del Concilio
Firma de la Persona del Concilio Firma de la Persona del Concilio
Firma de la Persona del Concilio Firma de la Persona del Concilio

Firma de la Persona del Concilio

Nota de instruccion: Se debera entregar una copia de esta orden de eleccion al/a la Secretario(a) del
Condado/Administrador(a) de Elecciones y el/la Registrador(a) de Votantes a més tardar 60 dias
antes del dia de eleccion.
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AGENDA TITLE RESOLUTION NO. 728 — AMENDING THE INVESTMENT POLICY OF THE
CITY OF PORTLAND:
THE CITY COUNCIL WILL CONSIDER A RESOLUTION AMENDING THE
INVESTMENT POLICY OF THE CITY OF PORTLAND.

MEETING DATE 2/7/2017
DEPARTMENT Finance

SUBMITTED BY Katie Griffin, Director of Finance

EXECUTIVE SUMMARY

As a requirement of the Public Funds Investment Act (the Act) and Chapter 2256 of the Texas
Government Code, the City of Portland maintains a written investment policy. The policy is
written in compliance with the Act. Review and approval by the City Council on an annual basis
is also required by the Act.

PRIOR ACTIONS OR REVIEWS
November 3, 2015 — The City Council adopted Resolution No. 706 adopting The Investment
Policy dated November 2, 2015.

DETAILS / STAFF ANALYSIS

According to the Public Funds Investment Act, Chapter 2256.005 (e), The governing body of an
investing entity shall review its investment policy and investment strategies not less than
annually. The governing body shall adopt a written instrument by rule, order, ordinance, or
resolution stating that it has reviewed the investment policy and investment strategies and
that the written instrument so adopted shall record any changes made to either the investment
policy or investment strategies.

The investment strategies and related policy are fundamental to the financial operations of the
City. This policy provides guidance in the investment of City funds, and meets the requirements
of the Texas Government Code, Public Funds Investment Act.

In order for the investment policy to serve as such a device it must be current in language and
in compliance with state statute.

Minor housekeeping revisions to the November 2015 Investment Policy are found on page 8,
adding the Center for Public Management at the University of North Texas to the list of
approved training providers. Attachment A, Broker/Dealer Questionnaire and Certification,
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has been updated to change the contact information to Director of Finance.

Additionally, one of the requirements of the Act and the investment policy is the approval by
City Council of authorized financial institutions, depositories, brokers and dealers. The
approved list is included with the investment policy for Council review and approval.

ALTERNATIVES CONSIDERED
None

FINANCIAL IMPACT

Reviewing and amending the investment policy provides compliance with the Public Funds
Investment Act while providing investment guidance for the varied City funds and projects
that account for millions of dollars.

ATTACHMENTS

e Amended Investment Policy with Attachment C, Approved List of Financial Institutions
e Resolution No. 728 — Amending the Investment Policy of the City of Portland

RECOMMENDED ACTION
Motion to approve Resolution No. 728 amending the Investment Policy of the City of
Portland.
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RESOLUTION NO. 728

A RESOLUTION AMENDING THE INVESTMENT
POLICY OF THE CITY OF PORTLAND, TEXAS

WHEREAS, Chapter 2256 of the Texas Government Code, commonly known as the
“Public Funds Investment Act,” requires the City to adopt annually an investment policy by rule,
order, ordinance, or resolution on an annual; and

WHEREAS, the Public Funds Investment Act requires the investment officer of the City
to attend investment training every two years; and

WHEREAS, the City of Portland approves of the investment training courses sponsored
by the Texas Municipal League and the Government Treasurer Officers of Texas; and

WHEREAS, the investment officer of the City attends these training sessions as required
by the Public Funds Investment Act; and

WHEREAS, the attached investment policy and incorporated revisions comply with the
Public Funds Investment Act, as amended, and authorize the investment of city funds in safe
and prudent investments.

NOW THEREFORE BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF PORTLAND,
TEXAS:

That the City of Portland has complied with the requirements of the Public Funds
Investment Act, and that the Investment Policy, as amended and attached hereto, is hereby
adopted as the investment policy of the City effective February 7, 2017.

PRESENTED AND PASSED by the City Council of the City of Portland this 7t day of February,
2017.

CITY OF PORTLAND, TEXAS

David Krebs
Mayor

ATTEST:

Annette Hall
City Secretary
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City of Portland, Texas
Investment Policy

I. Governing Authority

The investment program shall be operated in conformance with federal, state, and other legal
requirements, including the Public Funds Investment Act (Chapter 2256 of the Texas Government
Code).

I1. Scope

This policy applies to the investment of all funds held by the City of Portland. The funds included
are the General Fund, Special Revenue Funds, Capital Projects Funds, Enterprise Funds, Trust and
Agency Funds and any new fund created by the City Council.

These funds are accounted for in the City of Portland Comprehensive Annual Financial Report. In
the event the City gains control over other special funds restricted through contract or covenant, the
investment policy will be amended to address those special funds or a separate policy written.

I11. General Objectives
The primary objectives, in priority order, of investment activities shall be safety, liquidity, and yield:

1. Safety

Safety of principal is the foremost objective of the investment program. Investments shall be
undertaken in a manner that seeks to ensure the preservation of capital in the overall portfolio. The
objective will be to mitigate market, credit and interest rate risk.

a. Market Risk
The City of Portland will minimize market risk, which is the value of a security declining because
of market changes, by using portfolio diversification.

b. Credit Risk

The City of Portland will minimize credit risk, which is the risk of loss due to the failure of
the security issuer or backer, by limiting investments to the highest credit quality and
diversifying the investment portfolio so that the impact of potential losses from any one type of
security or from any one individual issuer will be minimized.

c. Interest Rate Risk
The City of Portland will minimize interest rate risk, which is the risk that the market
value of securities in the portfolio will fall, due to changes, in market interest rates, by:
e Structuring the investment portfolio so that securities mature to meet cash requirements for
ongoing operations, thereby avoiding the need to sell securities on the open market prior

to maturitx
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e Investing operating funds primarily in shorter-term securities, money market mutual funds, or

similar investment pools and limiting the average maturity of the portfolio in accordance
with this policy.

2. Liquidity

The investment portfolio shall remain adequately liquid to meet all operating requirements that may
be reasonably anticipated. This is accomplished by structuring the portfolio so that securities mature
concurrent with cash needs to meet anticipated demands (laddering). Furthermore, since not all
possible cash demands can be anticipated, the portfolio should consist largely of securities with active
secondary or resale markets and a cash buffer will be maintained.

3. Yield
The investment portfolio shall be designed with the objective of attaining a market rate of return
throughout budgetary and economic cycles, taking into account the investment risk constraints and
liquidity needs. Return on investment is of secondary importance compared to the safety and
liquidity objectives described above. Based on the City’s cash flow requirements the maximum
maturity of any investment shall be three (3) years to accommodate capital improvement projects
and the maximum dollar weighted average maturity shall not exceed one (1) year. The core
investments are limited to relatively low risk securities in anticipation of earning a fair return
relative to the risk being assumed. Securities shall generally be held until maturity with the following
exceptions:

e A security with declining credit may be sold early to minimize loss of principal.

e Liquidity needs of the portfolio require that the security be sold.

IVV. Standards of Care

1. Prudence

The standard of prudence to be used by investment officials shall be the "prudent person™ standard
and shall be applied in the context of managing an overall portfolio. Investment officers acting in
accordance with written procedures and this investment policy and exercising due diligence shall
be relieved of personal liability for an individual security's credit risk or market price changes. The
relief of personal liability is provided only if deviations from expectations are reported in a timely
fashion and the liquidity and the sale of securities are carried out in accordance with the terms of this

policy.

The "prudent person” standard states that, "Investments shall be made with judgment and care,
under circumstances then prevailing, which persons of prudence, discretion and intelligence
exercise in the management of their own affairs, not for speculation, but for investment, considering
the probable safety of their capital as well as the probable income to be derived.”

2. Ethics and Conflicts of Interest

Investment officers and employees involved in the investment process shall refrain from any personal
or business activity that could conflict with the proper execution and management of the
investment program, or that could impair their ability to make impartial decisions. Investment
officials shall disclose any material interests in any institution with which they conduct business on
the investments. They shall further disclose any personal financial/investment positions that could be
related to the performance of the investment portfolio. Employees and officers shall refrain from
undertaking personal investment transactions with the same individual with whom business is

Investment Policy
February 7,2017 Page 2



conducted on behalf of the City of Portland. For the purpose of applying this policy, the officers and
employees to whom these restrictions apply include the mayor, the City Council, the City Manager,
the Investment Officer and any Finance Department employees responsible for investing funds.

3. Delegation of Authority

The City Manager and Finance Director will be designated by City Council resolution as the
Investment Officers with authority to manage the City of Portland’s investment program and such
authority is derived from the following: Section 4.04(a) (4) and Section 5.14 of the Portland City
Charter. Daily responsibility for the operation of the investment program is hereby delegated to the
Finance Director who shall be the City’s Investment Officer. The Investment Officer(s) shall act in
accordance with established written procedures and internal controls for the operation of the
investment program consistent with this investment policy. Procedures should include references to:
safekeeping, delivery vs. payment (DVP), investment accounting, wire transfer agreements, and
collateral/depository agreements. No person may engage in an investment transaction except as
provided under the terms of this policy and the procedures established by the Investment Officer.
The Investment Officer shall be responsible for all transactions undertaken and shall establish a
system of controls to regulate the activities of subordinate officials. Only designated Investment
Officers are authorized to make and transact investment decisions.

No person may engage in an investment transaction except as provided under the terms of this
policy and the procedures established by the Finance Director (Investment Officer).

V. Authorized Financial Institutions, Depositories, and Broker/Dealers

1. Authorized Financial Institutions, Depositories, and Broker/Dealers

A list of no less than three broker/dealers or financial institutions will be maintained to assure
competitive bidding on all transactions. A list will be maintained of broker/dealers and financial
institutions authorized to provide investment services which will be approved by Council no less
than annually.

Broker/dealers will be selected by creditworthiness and the ability to fulfill City needs competitively.

All financial institutions and broker/dealers who desire to become qualified for investment
transactions must supply the following as appropriate:
e Annual audited financial statements
e Proof of Financial Institutions Regulatory Authority (FINRA) certification (not applicable
to financial institutions acting as depositories)
e Proof of state registration
e Completed broker/dealer questionnaire (Attachment A)
e Certification of having read and understood and agreeing to comply with the City’s
investment policy (Attachment B)

An annual review of the financial condition and registration of all qualified financial institutions
and broker/dealers will be conducted by the investment officer. The list of broker/dealers will be
approved annually by Council.
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VI.  Safekeeping and Custody

1. Delivery vs. Payment

All securities shall be settled into the City’s independent safekeeping agent (depository) using the
delivery vs. payment. The security shall be held in the name of the City. The Trustee’s records
shall assure the notation of the City’s ownership of or explicit claim on the securities. The original
copy of all safekeeping receipts shall be maintained by the Investment Officer.

2. Safekeeping
All securities will be held by the City’s depository as an independent third-party custodian.
Broker safekeeping will not be authorized.

3. Internal Controls

The investment officer shall establish a system of internal controls, which shall be documented in
writing. The internal controls shall be reviewed by the investment committee, where present, and
with the independent auditor. The controls shall be designed to prevent the loss of public funds
arising from fraud, employee error, and misrepresentation by third parties, unanticipated changes in
financial markets, or imprudent actions by employees and officers of the City of Portland.

The internal controls structure shall address the following points:

Control of collusion

Separation of transaction authority from accounting and recordkeeping

Custodial safekeeping

Clear delegation of authority to subordinate staff members

Written confirmation of transactions for investments and wire transfers

Dual authorizations of wire transfers

Development of a wire transfer agreement with the lead bank and third-party custodian

Accordingly, the investment officer shall establish a process for an annual independent review by
an external auditor to assure compliance with policies and procedures or alternatively, compliance
should be assured through the City of Portland annual independent audit.

4. Monitoring Credit Quality

The Investment Officer or investment adviser shall monitor, on no less than a weekly basis, the
credit rating on all authorized investments in the portfolio based upon independent information from a
nationally recognized rating agency. If any security falls below the minimum rating required by
Policy, the Investment Officer or adviser shall notify the ----CFO, City Manager, governing board--
-- of the loss of rating, conditions affecting the rating and possible loss of principal with
liquidation options available, within two weeks after the loss of the required rating.

5. Monitoring FDIC Coverage

The Investment Officer or Investment Adviser shall monitor, on no less than a weekly basis, the
status and ownership of all banks issuing brokered CDs owned by the City based upon
information from the FDIC. If any bank has been acquired or merged with another bank in which
brokered CDs are owned, the Investment Officer shall immediately liquidate any brokered CD
that places the City above the FDIC insurance level.

Investment Policy
February 7,2017 Page 4



VII. Suitable and Authorized Investments

1. Investment Types

Consistent with the Public Funds Investment Act, only the following investments will be authorized

for the City.

Investment Type

Restrictions/Qualifications

Obligations issued, guaranteed, or
insured by the U. S. or its Agencies
and Instrumentalities, [Section
2256.009 (a)(L)(4)]

Excluding all mortgage-backed securities. No security shall have
a stated maturity date greater than three (3) years.

Obligations issued, guaranteed, or
insured by the State of Texas or its
Agencies and Instrumentalities
[Section 2256.009(a)(2)(4)]

No security shall have a stated maturity date greater than three (3)
years.

Obligations of States (other than
Texas), Agencies, Counties, Cities
and Other Political Subdivisions
[Section 2256.009 (a)(5)]

Rated not less than A or its equivalent by at least one nationally
recognized investment rating firm. No security shall have a stated
maturity date greater than three (3) years.

Depository Certificates of Deposit
(Section 2256.010)

e Issued by a depository institution that has its main office or a
branch office in Texas. Must be guaranteed or insured by
FDIC or National Credit Union Share Insurance Fund and
secured in accordance with this Policy.

e Issued by one or more federally insured depository
institutions, wherever located, provided that the funds are
invested through a depository institution that has its main
office or a branch office in Texas and that the full amount of
the principal and accrued interest of each certificate of deposit
is insured by the U. S. or an instrumentality of the U. S.

e The depository institution through which the City’s funds are
invested shall receive an amount of deposits from customers
of other federally insured depository institutions that is equal
to or greater than the amount of funds invested.

Brokered Certificates of Deposit

e Insured by the FDIC and not to exceed FDIC coverage in any
one bank.

o Settled Delivery vs. Payment (DVP) into the City’s
depository bank or independent custodian.

e Monitored weekly for changes in mergers and acquisitions in
which case one of the CDs must be immediately liquidated
(sold).
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Money Market Mutual Funds e Must be AAA- rated and SEC registered.

[Section 2256.014(a) and (C)] e Registered with and regulated by the Securities and Exchange
Commission.

e Provide a prospectus and other information required by the

Act of 1940.

or less.

e Must include in its objectives maintenance of a stable net
asset value of $1/share.

e Citymay not own more than 10% of the fund’s total assets.

Investment Type Restrictions/Qualifications
Constant dollar Investment Pools e City Council must authorize investment in the pool.
(Section 2256.016) e Pool created to function as a money market mutual fund must

mark its portfolio to market daily and stabilize at a $1 net
asset value.

e Rated not less than AAA or an equivalent rating by at least
one nationally recognized rating service.

2. Collateralization
Full collateralization will be required on all time and demand deposit accounts, including
checking accounts and non-negotiable certificates of deposit above the FDIC insurance coverage.

Authorized collateral for time and demand deposits will include only Obligations of the US
Government, its agencies and instrumentalities and state and local obligations of any state rated
A or better by one nationally recognized rating agency.

All collateral will be maintained with a market value of 102% and held in an independent
safekeeping institution outside the holding company of the depository.

VI1II. Investment Parameters

1. Diversification
The investments shall be diversified by:

¢ limiting investments to avoid overconcentration in securities from a specific issuer or
business sector,

e limiting investment in securities that have higher credit risks,

e investing in securities with varying maturities, and

e continuously investing a portion of the portfolio in readily available funds such as local
government investment pools (LGIPs) or money market funds to ensure that appropriate
liquidity is maintained in order to meet ongoing obligations.

In establishing specific diversification strategies, the following general policies and constraints
shall apply: Portfolio maturities shall be staggered to avoid undue concentration of assets in a
specific maturity sector. Maturities selected shall provide for stability of income and reasonable
liquidity.

Investment Policy
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For cash management funds:

e Liquidity shall be assured through practices ensuring that the next disbursement date and
payroll date are covered through maturing investments or liquid funds.

e Positions in securities having potential default risk (e.g., commercial paper) shall be
limited in size so that in case of default, the portfolio’s annual investment income will
exceed a loss on a single issuer’s securities.

e Risks of market price volatility shall be controlled through maturity diversification such
that aggregate price losses on instruments with maturities exceeding one year shall not
be greater than coupon interest and investment income received from the balance of the
portfolio.

2. Maximum Maturities

To the extent possible, the City of Portland shall attempt to match its investments with anticipated
cash flow requirements in a laddered structure. Unless matched to a specific cash flow, the City of
Portland will not directly invest in securities with a stated maturity more than three (3) years from
the date of purchase. The City of Portland shall adopt weighted average maturity limitations of 12
months. The benchmark to measure risk will be the six-month and one year Treasury Bills.

Because of inherent difficulties in accurately forecasting cash flow requirements, at least 10% or a
larger portion of the portfolio should be continuously invested in liquid funds such as local
government investment pools or money market funds to ensure that appropriate liquidity is
maintained to meet ongoing obligations.

3. Competitive Bids
The investment officer shall obtain competitive bids from at least two brokers or financial institutions
on all purchases of investment instruments purchased.

IX. Reporting

1. Methods

The investment officer shall prepare an investment report monthly for internal reporting and at
least quarterly for the City Council, including a management summary that provides an analysis of
the status of the current investment portfolio and the individual transactions executed over the last
quarter. This management summary will be prepared in a manner, which will allow the City of
Portland to ascertain whether investment activities during the reporting period have conformed to the
investment policy. The report should be provided to the City Manager and the City Council. In
compliance with the Public Funds Investment Act, the report will include the following:

e Listing of individual securities held at the end of the reporting period.

e Beginning and ending book and market values along with unrealized gains/losses.

e Average weighted yield to maturity of portfolio on investments as compared to the
Policy benchmarks.

e Listing of each investment by stated maturity date.

e Percentage of the total portfolio that each type of investment represents.

e Earnings for the period.
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2. Performance Standards

The investment portfolio will be managed in accordance with the parameters specified within this
policy. The portfolio should obtain a yield, which is to be compared to the benchmark 6-month and
1- year Treasury Bill in accordance with its risk tolerance, and stated maximum weighted average
maturity (WAM).

3. Marking to Market

The market value of the portfolio shall be calculated and reported to Council at least quarterly with
the Council report. This will ensure that review of the investment portfolio, in terms of value and
price volatility, has been performed.

X. Training Requirements

All designated Investment Officers shall attend at least one ten-hour training session within twelve
months of assuming duties and eight-hours every succeeding two years thereafter. The approved providers
of this training include the Texas Municipal League, the Government Treasury Officers of Texas, and
Center for Public Management at the University of North Texas. This training shall include education in
investment controls, security risks, strategy risks, market risks, and compliance with the Public Funds
Investment Act.

XI. Policy Considerations

Any investment currently held that does not meet the guidelines of this policy shall be exempted
from the requirements of this policy. These investments shall be reviewed by the Investment
Officers and may be sold. At maturity or liquidation, such monies shall be reinvested only as provided
by this policy.

XIl.  Approval of Investment Policy

Per the State law, this policy shall be reviewed and adopted by the City Council on an annual
basis. Any changes must be approved by the City Council by resolution and that resolution shall note
any changes made in the Policy.

e —
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GLOSSARY OF
COMMON TREASURY TERMINOLOGY

Accrued Interest: The accumulated interest due on a bond as of the last interest payment made by the
issuer.

Agency: A debt security issued by a federal or federally sponsored agency. Federal agencies are backed
by the full faith and credit of the U.S. Government. Federally sponsored agencies (FSAs) are backed by
each particular agency with a market perception that there is an implicit government guarantee. An
example of federal agency is the Government National Mortgage Association (GNMA). An example of
a FSA is the Federal National Mortgage Association (FNMA).

Amortization: The systematic reduction of the amount owed on a debt issue through periodic payments
of principal.

Asked: The price at which securities are offered.

Average Life: The average length of time that an issue of serial bonds and/or term bonds with a
mandatory sinking fund feature is expected to be outstanding.

Basis Point: A unit of measurement used in the valuation of fixed-income securities equal to 1/100 of a
percent of yield. E.g., “1/4” of 1 percent is equal to 25 basis points.

Bid: The indicated price at which a buyer is willing to purchase a security or commodity.

Book Value: The value at which a security is carried on the inventory lists or other financial records of
an investor. The book value may differ significantly from the security’s current value in the market.

Broker: A broker brings buyers and sellers together for a commission paid by the initiator of the
transaction or by both sides; he does not position. In the money market, brokers are active in markets in
which banks buy and sell money and in interdealer markets.

Callable Bond: A bond issue in which all or part of its outstanding principal amount may be redeemed
before maturity by the issuer under specified conditions.

Call Price: The price at which an issuer may redeem a bond prior to maturity. The price is usually at a
slight premium to the bond’s original issue price to compensate the holder for loss of income and
ownership.

Call Risk: The risk to a bondholder that a bond may be redeemed prior to maturity.

Cash Sale/Purchase: A transaction that calls for delivery and payment of securities on the same day
that the transaction is initiated.

Certificate of Deposit (CD): A time deposit with a specific maturity evidenced by a certificate. Large-
denomination CD’s are typically negotiable.

Collateralization: Process by which a borrower pledges securities, property, or other deposits for the
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purpose of securing the repayment of a loan and/or security.

Comprehensive Annual Financial Report (CAFR): The official annual report for the City of Portland.
It includes combined statements and basic financial statements for each individual fund and account
group prepared in conformity with GAAP. It also includes supporting schedules necessary to
demonstrate compliance with finance-related legal and contractual provision, extensive introductory
material, and a detailed statistical section.

Coupon Rate: The annual rate of interest received by an investor from the issuer of certain types of
fixed-income securities. Also known as the “interest rate.”

Credit Quality: The measurement of the financial strength of a bond issuer. This measurement helps
an investor to understand an issuer’s ability to make timely interest payments and repay the loan
principal upon maturity. Generally, the higher the credit quality of a bond issuer, the lower the interest
rate paid by the issuer because the risk of default is lower. Credit quality ratings are provided by
nationally recognized rating agencies.

Credit Risk: The risk to an investor that an issuer will default in the payment of interest and/or principal
on a security.

Current Yield (Current Return): A yield calculation determined by dividing the annual interest
received on a security by the current market price of that security.

Dealer: A dealer, as opposed to a broker, acts as a principal in all transactions, buying and selling for
his own account.

Delivery versus Payment: There are two methods of delivery of securities: delivery versus payment
and delivery versus receipt (also called free). Delivery versus payment is delivery of securities with an
exchange of money for the securities. Delivery versus receipt is the delivery of securities with an
exchange of a signed receipt for the securities.

Discount: The amount by which the par value of a security exceeds the price paid for the security.

Discount Securities: Non-interest bearing money market instruments that are issued at a discount and
redeemed at maturity for full face value, e.g., U.S. Treasury Bills.

Diversification: A process of investing assets among a range of security types by sector, maturity, and
quality rating.

Duration: A measure of the timing of the cash flows, such as the interest payments and the principal
repayment, to be received from a given fixed-income security. This calculation is based on three
variables: term to maturity, coupon rate, and yield to maturity. The duration of a security is a useful
indicator of its price volatility for given changes in interest rates.

Fair Value: The amount at which an investment could be exchanged in a current transaction between
willing parties, other than in a forced or liquidation sale.

Federal Funds (Fed Funds): Funds placed in Federal Reserve banks by depository institutions in
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excess of current reserve requirements. These institutions may lend fed funds to each other overnight or
on a longer basis. They may also transfer funds among each other on a same-day basis through the
Federal Reserve banking system. Fed funds are considered to be immediately available funds.

Federal Funds Rate: Interest rate charged by one institution lending federal funds to the other.

Federal Credit Agencies: Agencies of the Federal government set up to supply credit to various
classes of institutions and individuals, e.g. S&L’s, small business firms, students, farmers, farm
cooperatives, and exporters.

Federal Deposit Insurance Corporation (FDIC): A federal agency that insures bank deposits,
currently up to $100,000 per deposit.

Federal Home Loan Banks (FHLB): The institutions that regulate and lend to savings and loan
associations. The Federal Home Loan Banks play a role analogous to that played by the Federal
Reserve Banks in relation to member commercial banks.

Federal National Mortgage Association (FNMA): FNMA, like GNMA, was chartered under the
Federal National Mortgage Association Act in 1938. FNMA is a federal corporation working under the
auspices of the Department of Housing and Urban Development, H.U.D. It is the largest single provider
of residential mortgage funds in the United States. Fannie Mae, as the corporation is called, is a private
stockholder-owned corporation. The corporation’s purchases include a variety of adjustable mortgages
and second loans in addition to fixed-rate mortgages. FNMA'’s securities are also liquid and are widely
accepted. FNMA assumes and guarantees that all security holders will receive timely payment of
principal and interest.

Federal Open Market Committee (FOMC): Consists of seven members of the Federal Reserve
Board and five of the twelve Federal Reserve Bank Presidents. The President of the New York Federal
Reserve Bank is a permanent member while the other Presidents serve on a rotating basis. The
Committee periodically meets to set Federal Reserve guidelines regarding purchases and sales of
Government Securities in the open market as a means of influencing the volume of bank credit and
money.

Federal Reserve System: The central bank of the United States created by Congress and consisting of
a seven member Board of Governors in Washington, D.C., 12 regional banks and about 5,700
commercial banks that are members of the system.

Government National Mortgage Association (GNMA or Ginnie Mae): Securities guaranteed by
GNMA and issued by mortgage bankers, commercial banks, savings and loan associations, and other
institutions. Security holder is protected by full faith and credit of the U.S. Government. Ginnie Mae
securities are backed by FHA, VA or FMHM mortgages. The term pass through is often used to
describe Ginnie Maes.

Government Securities: An obligation of the U.S. government, backed by the full faith and credit of
the government. These securities are regarded as the highest quality of investment securities available
in the U.S. securities market. See “Treasury Bills, Notes, and Bonds.”

Interest Rate: See “Coupon Rate.”
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Interest Rate Risk: The risk associated with declines or rises in interest rates, which cause an
investment in a fixed-income security to increase, or decrease in value.

Internal Controls: An internal control structure designed to ensure that the assets of the entity are
protected from loss, theft, or misuse. The internal control structure is designed to provide reasonable
assurance that these objectives are met. The concept of reasonable assurance recognized that 1) the cost
of a control should not exceed the benefits likely to be derived and 2) the valuation of costs and benefits
requires estimates and judgments by management. Internal controls should address the following points:

e Control of collusion — Collusion is a situation where two or more employees are working in
conjunction to defraud their employer.

e Separation of transaction authority from accounting and record keeping — By separating
the person who authorizes or performs the transaction from the people who record or
otherwise account for the transaction, a separation of duties is achieved.

e Custodial safekeeping — Securities purchased from any bank or dealer including appropriate
collateral (as defined by state law) shall be placed with an independent third party for
custodial safekeeping.

Inverted Yield Curve: A chart formation that illustrates long-term securities having lower yields than
short-term securities. This configuration usually occurs during periods of high inflation coupled with
low levels of confidence in the economy and a restrictive monetary policy.

Investment Policy: A concise and clear statement of the objectives and parameters formulated by an
investor or investment manager for a portfolio of investment securities.

Investment-grade Obligations: An investment instrument suitable for purchase by institutional
investors under the prudent person rule. Investment-grade is restricted to those obligations rated BBB or
higher by a rating agency.

Liquidity: A liquid asset is one that can be converted easily and rapidly into cash without a substantial
loss of value. Inthe money market, a security is said to be liquid if the spread between bid and asked
prices is narrow and reasonable size can be done at those quotes.

Local Government Investment Pool (LGIP): An investment by local governments in which their
money is pooled as a method for managing local funds.

Mark-to-market: The process whereby the book value or collateral value of a security is adjusted to
reflect its current market value.

Market Risk: The risk that the value of a security will rise or decline as a result of changes in market
conditions.

Market VValue: Current market price of a security.
Maturity: The date on which payment of a financial obligation is due. The final stated maturity is the

date on which the issuer must retire a bond and pay the face value to the bondholder. See “Weighted
Average maturity.”
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Money market: The market in which short-term debt instruments (bills, commercial paper, bankers’
acceptances, etc.) are issued and traded.

Money Market Mutual Fund: Mutual funds that invest solely in money market instruments.

Mutual Fund: An investment company that pools money and can invest in a variety of securities,
including fixed-income securities and money market instruments. Mutual funds are regulated by the
Investment Company Act of 1940.

National Association of Securities Dealers (NASD): A self-regulatory organization (SRO) of brokers
and dealers in the over-the-counter securities business. Its regulatory mandate includes authority over
firms that distribute mutual fund shares as well as other securities.

Net Asset Value: The market value of one share of an investment company, such as a mutual fund.
This figure is calculated by totaling a fund’s assets, which includes securities, cash, and any accrued
earnings, subtracting this from the fund’s liabilities and dividing this total by the number of shares
outstanding.

This is calculated once a day based on the closing price for each security in the fund’s portfolio.

Nominal Yield: the stated rate of interest that a bond pays its current owner, based on par value of the
security. It is also known as the “coupon,” coupon rate,” or “interest rate.”

Offer: An indicated price at which market participants are willing to sell a security or commaodity. Also
referred to as the “ask price.”

Open Market Operations: Purchases and sales of government and certain other securities in the open
market by the New York Federal Reserve Bank as directed by the FOMC in order to influence the
volume of money and credit in the economy. Purchases inject reserves into the bank system and
stimulate growth of money and credit; sales have the opposite effect. Open market operations are the
Federal Reserve’s most important and most flexible monetary policy tool.

Par: Face value or principal value of a bond, typically $1,000 per bond.
Portfolio: Collection of securities held by an investor.

Positive Yield Curve: A chart formation that illustrates short-term securities having lower yields
than long-term securities.

Premium: The amount by which the price paid for a security exceeds the security’s par value.

Prime Rate: A preferred interest rate charged by commercial banks to their most creditworthy
customers. Many interest rates are keyed to this rate.

Primary Dealer: A group of government securities dealers that submit daily reports of market activity
and positions and monthly financial statements to the Federal Reserve Bank of New York and are
subject to it informal oversight. Primary dealers include Securities and Exchange Commission (SEC)
registered securities broker-dealers, banks and a few unregulated firms.

Principal: The face value or par value of a debt instrument. Also may refer to the amount of capital
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invested in a given security.

Prospectus: A legal document that must be provided to any prospective purchaser of a new securities
offering registered with the SEC. This can include information on the issuer, the issuer’s business, the
proposed use of proceeds, the experience of the issuer’s management, and certain certified financial
statements.

Prudent Person Rule: An investment standard outlining the fiduciary responsibilities of public funds
investors relating to investment practices. The Act states that “Investments shall be made with judgment
and care, under circumstances then prevailing, which persons of prudence, discretion and intelligence
exercise in the management of their own affairs, not for speculation, but for investment, considering the
probable safety of their capital as well as the probable income to be derived.”

Qualified Public Depositories: A financial institution which does not claim exemption from the
payment of any sales or compensating use or ad valorem taxes under the laws of the state, which has
segregated for the benefit of the commission eligible collateral having a value of not less than its
maximum liability and which has been approved by the Public Deposit Protection Commission to hold
public deposits.

Rate of Return: The yield obtainable on a security based on its purchase price or its current market
price. This may be the amortized yield to maturity on a bond or the current income return.

Reinvestment Risk: The risk that a fixed income investor will be unable to reinvest income proceeds
from a security holding at the same rate of return currently generated by that holding.

Safekeeping: Holding of assets (e.g. securities) by a financial institution.
SEC Rule 15C3-1: See uniform net capital rule.

Secondary Market: A market made for the purchase and sale of outstanding issues following the initial
distribution.

Securities & Exchange Commission: Agency created by Congress to protect investors in securities
transactions by administering securities legislation.

Serial Bond: A bond issue, usually of a municipality, with various maturity dates scheduled at regular
intervals until the entire issue is retired.

Sinking Fund: Money accumulated on a regular basis in a separate custodial account that is used to
redeem debt securities or preferred stock issues.

Term Bond: Bonds comprising a large part of all of a particular issue, which come due in a single
maturity. The issuer usually agrees to make periodic payments into a sinking fund for mandatory
redemption of term bonds before maturity.

Total Return: The sum of all investment income plus changes in the capital value of the portfolio. For
mutual funds, return on an investment is composed of share price appreciation plus any realized
dividends or capital gains. This is calculated by taking the following components during a certain time
period. (Price Appreciation)+ (Dividends paid) + (Capital gains) =Total Return
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Treasury Bills: A non-interest bearing discount security issued by the U.S. Treasury to finance the
national debt. Most bills are issued to mature in three months, six months or one year in minimum
denominations of $10,000.00. The yields on bills are monitored closely in the money markets for signs
of interest rate trends.

Treasury Bond: Long-term U.S. Treasury securities having initial maturities of more than ten years.

Treasury Notes: Intermediate term coupon bearing U.S. Treasury securities having initial maturities
from one to ten years. Currently, the longest outstanding maturity for such securities is 30 years.

Uniform Net Capital Rule: Securities and Exchange Commission requirement that member firms as
well as nonmember broker-dealers in securities maintain a maximum ration of indebtedness to liquid
capital of 15 to 1: also called net capital rule and net capital ratio. Indebtedness covers all money owed
to a firm, including margin loans and commitments to purchase securities. This is one reason new public
issues are spread among members of underwriting syndicates. Liquid capital includes cash and assets
easily converted into cash.

Volatility: A degree of fluctuation in the price and valuation of securities.

Volatility Risk Rating: A rating system to indicate the level of volatility and other non-credit risks
associated with securities and certain bond funds. The ratings for bond funds range from those that have
extremely low sensitivity to changing market conditions and offer the greatest stability of the return
(“aaa” by S&P; “V-1” by Fitch) to those that are highly sensitive with currently identifiable market
volatility risk (“ccc” by S&P, “V-10" by Fitch).

Weighted Average Maturity (WAM): The average maturity of all the securities that comprise a
portfolio. According to SEC rule 2A-7, the WAM for SEC registered money market mutual funds may
not exceed 90 days and no one security may have a maturity that exceeds 397 days.

When Issued (WI): A conditional transaction in which an authorized new security has not been issued.
All “when issued” transactions are settled when the actual security is issued.

Yield: The rate of annual income return on an investment, expressed as a percentage. (a) Income Yield
is obtained by dividing the current dollar income by the current market price of the security. (b) Net
Yield or Yield to Maturity is the current income yield minus any premium above par or plus any
discount from par purchase price, with the adjustment spread over the period from the date of purchase
to the date of maturity of the bond.

Yield-to-call (YTC): The rate of return an investor earns from a bond assuming the bond is redeemed
(called) prior to its nominal maturity date.

Yield Curve: A graphic representation that depicts the relationship at a given point in time between
yields and maturity for bonds that are identical in every way except maturity. A normal yield curve may
be alternatively referred to a positive yield curve.

Yield-to-maturity: The rate of return yielded by a debt security held to maturity when both interest
payments and the investor’s potential capital gain or loss are included in the calculation of return.
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Zero-coupon Securities: Security that is issued at a discount and makes no periodic interest payments.
The rate of return consists of a gradual accretion of the principal of the security and is payable at par
upon maturity.

I
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Cityof Portland
InvestmentPolicy
Attachment A

BROKER/DEALER QUESTIONNAIRE AND
CERTIFICATION

A. INSTRUCTIONS

In order for a firm to be consider or remain as a Broker/Dealer for the City of Portland, please follow the
instructions listed below.

1. Complete each section of the questionnaire.
Do not leave any questions unanswered. If the question does not apply please mark it as N/A.

Provide all requested information.

> won

All primary representatives must read the City's Investment Policy and sign the
acknowledgement at the end of the questionnaire.

5. A Dealer Qualified Representative must sign the Texas Public Funds Investment
Act Certification.

6. Submit the questionnaire and all required information to:

Director of Finance
City of Portland

1900 Billy G. Webb
Portland, TX 78374

Questions may be directed to the Director of Finance at finance@portlandtx.com or (361) 777-4520 with

questions.

B. EVALUATION

Broker/Dealers are evaluated based on the answers given on this questionnaire. Responses will be
evaluated based on the following criteria:

25% Financial and technical ability of the firm to perform as a broker/dealer for the City,
including City staff’s evaluation of the firm’s performance based on any previous
work experience with the City of Portland.

25% Qualifications and experience of the key personnel assigned to work with the City
particularly as it related to their experience with similar public sector clients in Texas
and their familiarity with the Texas Public Funds Investment Act via education
through or participation in local government organizations in the State.

25% Thoroughness of the response as it relates to providing broker/dealer
services relevant to the City.

25% References



Once the selection process is complete, a notification letter will be mailed to all firms who submitted a
questionnaire.

C. BASICINFORMATION

Name of Firm:

CRD Number:

National Address:

City: State: Zip:
Telephone: Fax:
Years Established: Number of Employees:

PRIMARY REPRESENTATIVE/MANAGER/PARTNER-IN-CHARGE

Primary Representative(s)

Name: Title:

Local Address:

City: State: Zip:
Telephone: Fax:

Email Address:

CDR#: Years with the Firm:

Will this person be trading with or quoting security offers to the City?
Has this person read the City’s Investment Policy?

Name: Title:

Local Address:

City: State: Zip:
Telephone: Fax:

Email Address:

CDR#: Years with the Firm:

Will this person be trading with or quoting security offers to the City? Has this
person read the City’s Investment Policy?

Manager/Partner-in-Charge

Name:

Local Address:

City: State: Zip:
Telephone: Fax:

Email Address:

CDR#: Years with the Firm:

Will this person be trading with or quoting security offers to the City? Has this
person read the City’s Investment Policy?



NOTE: Please attach a resume for all individual’s listed above.
D. SPECIFICQUESTIONS
1. Isthe firm a primary dealer in U.S. Government Securities? [ Yes [_] No

If yes, for how long has the firm been a primary dealer?

2. What was the firm’s total volume in U.S. Government and Agency Securities last years?

Firm wide: Dollar Amount: Number of Transactions:

Local Office: Dollar Amount; Number of Transactions:

3. Which instruments are offered regularly by the firm’s local desk?
[ ] T-Bills [ ] Treasury [_] Notes/Bonds [ ] Instrumentality’s [_|Commercial Paper [ ] Bank CDs
[ ]S&L CDs [_] Agencies (Specify) [_] Other (Specify)

4. Have any of the firm’s public-sector clients ever sustained a loss on a securities transaction
arising from a misunderstanding or misrepresentation of the risk characteristics of the
instrument? [ ] Yes[ ] No

If yes, please explain.

5. In the past five years, has the firm or any of the employees ever been subject to a regulatory or state
or federal agency investigation for alleged improper, fraudulent, disputable or unfair activities
related to the sale of government securities or money market instruments? [ ] Yes [_] No

If yes, please explain.

6. Has the firm ever been temporarily closed or prohibited from trading due to net capital? [ ] Yes [ ] No

If yes, please explain.

7. The City of Portland’s Investment Policy requires the use of delivery versus payment. Describe
the firm’s normal process, including a description of reports, transactions, confirmation
schedules, timing, safekeeping arrangements and auditing procedures.

Note: Please attach the firm's Delivery Instructions.

8. Will the firm provide a faxed or electronic copy of the trade ticket, no later than one business day after the
trade is executed? [ ] Yes [_] No

The following information must be included:
a. Security Type and CUSIP Number
. Issue Date, Maturity Date, Settlement Date, Trade Date, Call Date, Pay Date
c. Risk Class, Risk Factor
d. Rating
e. Coupon Rate
f. Par Value and Price



9. How many and what percentage of the firms transactions failed:

Last Month? Percentage

Last Year? Percentage

10. Describe any precautions taken by the firm to protect the interest of the public when dealing with
government agencies as investors.

E. FINANCIAL INFORMATION

1. Have there been any changes in the firm’s ownership in the past two years? [ ] Yes[ ] No

If yes, please explain.

2. Has the firm received any federal aid (stimulus funds) in the past two years? [ ] Yes [ ] No

If yes, please explain.

3. Does the firm consistently comply with the Federal Reserve Bank’s capital adequacy guideline?

[ ]Yes[ ]No

Include certified documentation of your capital adequacy as measured by Federal Reserve standards.

4. Please provide audited financial statements for the most current year and other indicators regarding the
firm's capitalization. Please do not use a website address to answer this question.

5. Please provide the following information for the most current quarter reports: (Note: Do not answer
with “see financial report” as that will be construed as an unanswered question.)

a. Debt/Equity (in Percent)

b. Assets (in Millions)

c. Net Capital (in Millions)

d. Volume of Security Transactions (in Millions)
e. Total Liabilities (in Millions)

f.  Total Stockholders’ Equity (in Millions)

6. Is the firm representing a parent corporation or a subsidiary of another corporation? [ ] Yes [ ] No
If yes, please furnish audited financial statements on the firm’s parent corporation as well as the firm’s
subsidiary.

7. Provide a description of the capital line and trading limits that support/limit the office that would conduct
business with our government.



GENERAL INFORMATION AND QUESTIONS

Please describe any training the firm is willing and able to provide City staff, including examples of current
training opportunities.

Please describe the level of involvement the firm has with local government organizations in Texas such as
GFOAT and GTOT (e.g. participation as a speaker or attendee). Also indicate the numbers of years the
firm has been involved with these or other local government organizations in Texas.

Attach a copy of the Financial Industry Regulatory Authority (FIRA) Broker Check Report for each local
representative listed and a copy of the FIRA summary report for the firm.

Attach a copy of the firm's State of Texas Securities Commission Registration.

Does the firm participate in the Securities Investors Protection Corporation (S.1.P.C)? If not,
explain;

Enclose a complete schedule of fees and charges for various transactions.

Please identify (at least five for each trader included on this questionnaire and certification) their
most directly comparable public sector clients preferably in our geographical area.

Trader Name:

Entity Contact Person Telephone Client
Since
1.
2.
3.
4.
5.
Trader Name:
Entity Contact Person Telephone Client
Since
1.
2.
3.
4.
5.




G. CHECKLIST

Resume for all primary representatives and manager/partner-in-charge enclosed.
Delivery Instructions enclosed.

Certified documentation of your capital adequacy enclosed.

Audited financial statement enclosed. (Parent and subsidiary if applicable)

Current quarter financial statement enclosed.

Copy of the Firms Financial Industry Regulatory Authority Summary sheet enclosed.
Copy of the Financial Industry Regulatory Authority Broker Check Report for each
representative listed enclosed.

Copy of the firm’s State of Texas Securities Commission Registration enclosed.
Delivery Instructions enclosed.

Schedule of fees and charges enclosed.



Signature Printed Name & Title

Signature Printed Name & Title

Signature Printed Name & Title



Texas Public Funds Investment Act

This certification is executed on behalf of the City of Portland (the Investor) and

(the Dealer) pursuant to the Public Funds Investment Act,
Chapter 2256, Government Code, Texas Codes Annotated (the Act) in connection with the
investment transactions conducted between the Investor and Dealer.

The undersigned Qualified Representative of the Dealer hereby certifies on behalf of the Dealer
that:

1. The Dealer Qualified Representative is duly authorized to execute this Certification on behalf
of the Dealer, and

2. The Dealer Qualified Representative has received, read and understood the
Investment Policy furnished by the Investor, and

3.The Dealer has implemented reasonable procedures and controls in an effortto preclude
investment transaction conducted between the Dealer and the Investor that are not
authorized by the investment policy, except to the extent that this authorization is

dependent on an analysis of the makeup of the entity's entire portfolio or requires an
interpretation of subjective investment standards.

Dealer Qualified Representative

Signature

Printed Name & Title

Date
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1.

ACKNOWLEDGEMENT OF RECEIPT OF INVESTMENT POLICY
OF THE CITY OF PORTLAND, TEXAS

I am a registered principal of (the
“Seller™).

The Seller proposes to sell certain investments to The City of Portland (the “Buyer”).

I acknowledge that I have received and thoroughly reviewed the Buyer’s investment policy.

I acknowledge that the Seller has implemented reasonable procedures and controls in an effort to
preclude imprudent investment activities arising out of investment transactions conducted
between the Seller and the Buyer.

Date

Signature

Printed Name

Title

Seller
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Approved List of Financial Institutions, Depositories, Brokers and Dealers
As of November 3, 2015

Name of Institution Type of Institution

First Community Bank
1001 Wildcat

Portland, Texas 78374
Contact: Teri Owen Financial Depository

TexPool

1001 Texas Avenue, Suite 1400
Houston, Texas 77002 An Investment Service for Public Funds
Contact: Diane Parker - Pooled Investment Program

Texas Class

999 18" Street, Suite 1230
Denver, CO 80202 An Investment Service for Public Funds
Contact: Bill Moritz - Pooled Investment Program

Frost Bank

P.O. 749

Corpus Christi, Texas 78403
Contact: Traci Arellano CDARS Investment Program

Cantella & Co., Inc.

101 Federal Street, 13" Floor
Boston, Massachusetts 02110
Contact: Mark Edelman Brokered CD Program

Wells Fargo Bank, N.A.

608 Second Avenue South, 10" Floor
Minneapolis, Minnesota 55402 Government Agency Investment
Contact: Gil Ramon Program
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