
“Reserve Fund Requirement” means the amount which is equal to the lesser of (i) the
Average Annual Debt Service (calculated on a Fiscal Year basis) for all Bonds Similarly
Secured then Outstanding, as determined on the date each series of Additional Bonds are
delivered or incurred, as the case may be, or (ii) the maximum amount in a reasonably required
reserve fund that can be invested without restriction as to yield pursuant to Subsection (d) of
Section 148 of the Internal Revenue Code of 1986, as amended, and regulations promulgated
thereunder.

“Revenue Fund” means the Drainage Utility System Revenue Fund established in
Section 8.01(a)(i) hereof.

“Revenues” shall mean all income, receipts and revenues of every nature derived or
received from the operation and ownership (excluding restricted gifts, grants in aid of
construction and any amounts received from drainage charges specifically provided by ordinance
for contribution to the funding of future drainage system construction) of the System, including
earnings and income derived from the investment or deposit of moneys in any special funds or
accounts created and established for the payment and security of the Bonds Similarly Secured
and other obligations payable solely from and secured only by a lien on and pledge of the Net
Revenues of the System, and excluding those amounts subject to payment to the United States of
America as rebate pursuant to section 148 of the Code and any federal subsidies received
pursuant to section 6431 of the Code.

“Rule” means SEC Rule 15c2-12, as amended from time to time or officially interpreted
by the SEC.

“SEC” means the United States Securities and Exchange Commission.

 “Short Term Obligations” means each series of bonds, notes and other debt obligations
issued pursuant to a commercial paper or other similar financing program, the payment of
principal of which is scheduled to be payable within one year from the date of issuance and is
contemplated at the time of issuance to be refinanced through the issuance of Additional Bonds.

“Subordinate Lien Obligations” shall mean themeans each series of bonds, notes and
other debt obligations payable from and secured by a lien on and pledge of the Net Revenues of
the City under the City’s Municipal Drainage Utility System Extendable Commercial Paper
Notes, Series A (Tax-Exempt), and the documents pertaining thereto, junior and subordinate in
rank and dignity to the lien and pledge securing the payment of the Bonds Similarly Secured.

“System” or “Municipal Drainage Utility System” shall mean all land, easements and
interest in land, together with all structures, equipment and facilities used in draining benefitted
property (within the meaning of the Act), including, but not limited to, catch basins, channels,
conduits, creeks, culverts, detention ponds, ditches, draws, flumes, pipes, pumps, sloughs,
treatment works, and appurtenances to those items, whether natural or artificial, or using force or
gravity, that are used to draw off surface water from land, carry the water away, collect, store, or
treat the water, or divert the water into natural or artificial watercourses (but excluding City
parks, roads, streets and bridges in existence on June 19, 2007) and excluding the property or
entities exempted from the Act pursuant to Section 552.053 of the Act.
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Executive Officer shall be responsible to appoint officers and employees that directly report to
the President/Chief Executive Officer, including, an attorney or attorneys, vice president(s) and
such other personnel that directly report to the President/Chief Executive Officer.  All other
officers and employees, except members of the Board, the President/Chief Executive Officer,
attorneys, vice president(s) and persons directly reporting to the President/Chief Executive
Officer or vice president(s) shall serve under the City Civil Service provisions as are or may be
established by the Charter of the City or the laws of Texas, and the Board shall have the same
authority with respect to such officers and employees as that of the City Council with respect to
other officers and other employees of the City.  The Board shall obtain and keep continually in
force an employers’ fidelity and indemnity bond of the so-called blanket type, written by a
solvent and recognized indemnity company, and covering losses to the amount not to exceed
$50,000.

(e) The members of the Board, other than the Mayor shall, for each meeting attended,
receive the sum of $20.00, except that the amount so paid to any member of the Board in any
fiscal year shall not exceed $5,000.  The members of the Board shall not personally be liable for
any act or omission not willfully fraudulent or committed in bad faith.

ARTICLE 8

FUNDS; FLOW OF FUNDS

Section 8.01 Special Funds.

(a) The City covenants and agrees that all revenues derived from the operation of the
System shall be kept separate from other funds of the City.  To that end, the following special
funds heretofore established are hereby reaffirmed and shall be maintained at the Depository
Bank so long as any of the Bonds Similarly Secured are Outstanding, to-wit:

(i) “City of El Paso, Texas, Municipal Drainage Utility System
Revenue Fund” (herein called the “Revenue Fund”);

(ii) “City of El Paso, Texas, Municipal Drainage Utility System Bonds
Interest and Sinking Fund” (herein called the “Interest and Sinking Fund”);

(iii) “City of El Paso, Texas, Municipal Drainage Utility System Bonds
Reserve Fund” (herein called the “Reserve Fund”); and

(iv) “City of El Paso, Texas, Municipal Drainage Utility System
Improvement Fund” (herein called the “Improvement Fund”).

The Interest and Sinking Fund and the Reserve Fund shall be held in trust solely for the
benefits of the Owners and the Owners of the Bonds Similarly Secured.

(b) The “City of El Paso, Texas, Municipal Drainage Utility System ECPRevolving
Note Series A Interest and SinkingPayment Fund” (the “Note Payment Fund”) heretofore
created by the ordinance authorizing the City’s Municipal Drainage Utility System Extendable
Commercial Paper Notes, Series A (Tax-Exempt), herein referred to asprior City Ordinance is
hereby reaffirmed and shall be maintained for the benefit of the holders of the “Subordinate Lien
Obligations,” is hereby reaffirmed.
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