September 26, 2013

Honorable Mayor and City Council
City of Austin

301 West 2nd Street
Austin, Texas 78701

Re:  $35,620,000 City of Austin, Texas Airport System Revenue Refunding Bonds,
Series 2013

Ladies and Gentlemen:

Banc of America Preferred Funding Corporation (the "Purchaser") hereby offers to

purchase from the City of Austin, Texas (the "City") the captioned Bonds (the "Bonds"), and,
upon acceptance of this offer by the City, such offer will become a binding agreement between
the Purchaser and the City. This offer must be accepted by 10:00 p.m., Austin time, September
26, 2013, and if not so accepted will be subject to withdrawal. Capitalized terms not otherwise
defined herein shall have the meanings assigned such terms in the Ordinance (defined below).
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Purchase Price: The purchase price for the Bonds is $35,620,000, being the
principal amount of the Bonds.

Terms of Bonds: The Bonds shall bear interest from the date of delivery at the interest
rate per anmum, and shall have the maturities and redemption provisions, all as set forth
in Schedule I hereto. The Bonds shall have such other terms and conditions as are set
forth in the Ordinance (the "Ordinance") adopted by the City Council on September 26,
2013, an unsigned copy of which has been provided to the Purchaser. The Bonds are
Additional Revenue Bonds, to be issued on parity with the outstanding Series 2005
Bonds and Series 2013 Bonds. Pursuant to and as more fully described in the
Ordinance, the Bonds shall be secured by a lien on and pledge of Net Revenues of the
Airport System.

Representations, Warranties, and Covenants of the City: The City hereby represents,
warrants to and covenants with the Purchaser that:

glg) The City 1s a golitical subdivision and municipal corporation of the State of
exas (the "State™) and operates under the Constitution and general laws of the State,
and has full legal right, power and authority under Chapter 1207, Texas Government
Code, as amended (the "Act"), and at the date of the Closing (defined below) will have
full legal right, power and authority under the Act and the Ordinance (i) to enter into,
execute and deliver this bond purchase agreement (this "Agreement”) and the Ordinance,
and all documents required hereunder and thereunder to be executed and delivered by
the City (the Ordinance, this Agreement and the other documents referred to in this
clause (i) arc hereinafter referred to as the "City Documents”), (i} to sell, issue and
deliver the Bonds to the Purchaser as provided herein, and (ii1) to carry out and
consummate the transactions contemplated by the City Documents, and the City has
complied, and will at the Closing be in compliance in all respects, with the terms of the
Act and the City Documents as they pertain to such transactions.




(b) By all necessag official action of the City prior to or concurrently with the
acceptance hereof, the City has duly authorized all necessary action to be taken by it for
(1) the adoption of the Ordinance and the issuance and sale of the Bonds, gi) the
approval, execution and delivery of, and the performance by the City of the obligations
on ifs part, contained in the Bonds and the City Documents and (iii) the consummation
by it of all other transactions described in the City Documents and any and all such other
agreements and documents as may be required to be executed, delivered and/or received
by the City in order to carry out, give effect to, and consummate the transactions
described herein.

(c) The City Documents constitute legal, valid and binding obligations of the City,
enforceable in accordance with their respective terms, subject to bankruptey, insolvency,
reorganization, moratortum and other similar laws relating to or affecting the
enforcement of creditors’ rights, and the exercise of judicial discretion in accordance
with general principles of equity; the Bonds, when issued, delivered and paid for, in
accordance with the Ordinance and this Agreement, will constitute legal, valid and
binding obligations of the City entitled to the benefits of the Ordinance and enforceable
in accordance with their terms, subject to bankruptcy, insolvency, reorganization,
moratorium and other similar laws relating to or affecting the enforcement of creditors’
rights, and the exercise of judicial discretion in accordance with general principles of
equity; upon the issuance, authentication and delivery of the Bonds as aforesaid, the
Ordinance will provide, for the benefit of the holders, from time to time, of the Bonds,
for the fixing, charging, imposition and collection of rentals, rates, fees and other
charges in order that in each Fiscal Year, Net Revenues will be collected in an amount
sufficient for the payment of the Bonds, consistent with the terms of the Ordinance.

(d) As of the date hereof and as of the date of Closing, the City is not in breach of or
default in any material respect under any applicable constitutional provision, law or
administrative regulation of the State or the Upmted States or any applicable judgment or
decree or any loan agreement, indenture, bond, note, resolution, agreement or other
mstrument to which the City is a party or to which the City is or any of its property or
assets are otherwise subject, ang no event has occurred and is continung W]?lrich
constitutes or with the passage of time or the giving of notice, or both, would constitute a
default or event of default by the City under any of the foregoing; and the execution and
delivery of the Bonds and the City Documents and the adoption of the Ordinance and
compliance with the provisions on the City’s part contained therein, will not conflict
with or constifute a breach of or default under any constitutional provision,
administrative regulation, judgment, decree, loan agreement, indenture, bond, note,
resolution, agreement or other instrument to which the City is a party or to which the
City is or to which any of its property or assets are otherwise subject nor will any such
execution, delivery, adoption or compliance result in the creation or imposition of any
lien, charge or other security interest or encumbrance of any nature whatsoever upon any
of the property or assets of the City to be pledged to secure the Bonds or under the terms
oof ;rny such law, regulation or instrument, except as provided by the Bonds and the
rdinance.

{e) All authorizations, approvals, licenses, permits, consents and resolutions of any
governmental authority, legislative body, board, agency or commission having
jurisdiction of the matter which are required for the due authorization of, which would
constitute a condition precedent to, or the absence of which would materially adversely
affect the due performance by the City of its obligations under the City Documents, and
the Bonds, have been duly obtained, except for the approval of the Bonds by the
Attorney General of the State of Texas (and the registration of the Bonds by the
Comptroller of Public Accounts of the State of Texas), which shall be obtained prior to
the delivery of the Bonds to the Purchaser.

(f) There is no litigation or proceeding pending or, to the knowledge of the
undersigned, threatened against the City in any court or administrative body which
would (a) contest the right of the members or officials of the City to hold and exercise
their respective positions, (b) contest the due organization and valid existence of the




City, (¢) contest the validity, due authorization and execution of the Bonds or (d) attempt
to Himit, enjoin or otherwise restrict or prevent the City from charging and collecting Net
Revenues pledged or to be pledged to pay the principal of and interest on the Bonds, or
the pledge thereof.

{(g) The City will apply, or cause to be applied, the proceeds from the sale of the

Bonds as provided in and subject to all of the terms and provisions of the Ordinance and

not take or omit to take any action which action or omission will adversely affect the

%ngsion from gross income for federal income tax purposes of the interest on the
onds.

(h) Prior to the delivery of the Bonds, the City will not offer or issue any bonds,
notes or other obligations for borrowed money or incur any material liabilities, direct or
contingent, payable from or secured by a pledge of the Net Revenues without the prior
approval of the Purchaser.

(1) Any certificate, signed by any official of the City authorized to do so in
connection with the transactions contemplated by this Agreement, shall be deemed a
rﬁpresentation and warranty by the City to the Purchaser as to the statements made
therein.

(i) The City covenants that between the date hereof and the Closing it will take no
actions which will cause the representations and warranties made in this Section to be
untrue as of Closing.

(k) The Bonds are to be issued for the purposes set forth in the Ordinance. Upon the
delivery of the Bonds, the Series 2003 Bonds will be defeased and no longer will be
outstanding and as a result, there will be no Prior Lien Bonds outstanding. The City
covenants that no obligations of the Airport System will be issued and secured by a lien
on and pledge of Net Revenues superior to the lien on and pledge of the Net Revenues
securing the Bonds and the outstanding Series 2005 Bonds and Series 2013 Bonds.

Closing: At the Closing the City shall deliver and the Pwrchaser shall purchase the
Initial Bond. Upon payment of the purchase price therefor, the City shall deliver the
Initial Bond to the Purchaser. Payment of the purchase price and delivery of the Bonds
shall occur at 10:00 a.m., Austin time, on October 25, 2013, or at such other time as shall
be mutually agreed upon (hereinafter referred to as the "Closing™). The Closing shall
take place at the offices of McCall, Parkhurst & Horton L.L.P., Austin, Texas, or such
other location as may be mutually agreed upon.

Conditions to Closing: The Purchaser shall not have any obligation to consummate the
purchase of the Bonds unless the following requirements have been satisfied prior to
Closing:

{(a) The City shall have adopted the Ordinance authorizing the issuance of the Bonds.
b) The Purchaser shall have received a certified copy of the Ordinance.

(©) McCall, Parkhurst & Horton L.L.P., Bond Counsel, shall have issued their
approving legal opinion as to the due authorization, issuance and delivery of the
Bonds and as to the exemption of the interest thereon from federal income
taxation substantially in the form attached hereto as Exhibit A hereto, upon
which the Purchaser shall be entitled to rely.



(d)

(e)

)

()

(h)

(®

@

(k)

The Bonds shall have been approved by the Attorney General of the State of
Texas and shall have been registered by the Comptroller of Public Accounts of
the State of Texas.

A certificate, dated the date of Closing, signed by the City Manager and the Chief
Financial Officer of the City, to the effect that (i)} the representations and
warranties of the City contained herein or in any certificate or document
delivered by the Issuer pursuant to the provisions hereof are true and correct in
all material respects on and as of the date of Closing as if made on the date of
Closing; (i) they are not aware of any litigation or proceeding pending or
threatened against the City in any court or administrative body which would (a)
contest the right of the members or officials of the City to hold and exercise their
respecttve posttions, (b) contest the due organization and valid existence of the
City, (¢) contest the validity, due authorization and execution of the Bonds or (d)
attempt to limit, enjoin or otherwise restrict or prevent the City from charging
and collecting Net Revenues, pledged or to be pledged to pay the principal of and
interest on the Bonds, or the pledge thereof; and (iii) the Ordinance authorizing
the execution and delivery of the Bonds, and the performance of its obligations
thereunder has been duly adopted by the City, is in full force and effect and has
not been modified, amended or repealed.

A certificate or certificates evidencing compliance with the conditions for the
issuance of Additional Revenue Bonds, as required by Section 6.01 of the
Ordinance.

Evidence satisfactory to the Purchaser that the City has taken such actions as are
necessary to deposit funds with the paying agent for the Series 2003 Bonds to
effect the defeasance and redemption of the Series 2003 Bonds.

A certificate of the City in form and substance satisfactory to Bond Counsel (a)
setting forth the facts, estimates and circumstances in existence on the date of
the Closing, which establish that it is not expected that the proceeds of the Bonds
will be used in a manner that would cause the Bonds to be "arbitrage bonds"
within the meaning of section 148 of the Internal Revenue Code of 1986, as
amended (the "Code"), and any applicable regulations (whether final, temporary
or proposed), issued pursuant to the Code, and (b) certifying that to the best of
the knowledge and belief of the City there are no facts, estimates or
circumstances that would materially change the conclusions, representations and
expectations contained in such certificate.

Nothing shall have occurred prior to the Closing which in the reasonable
judgment of the Purchaser has had or could reasonably be expected to have a
materially adverse effect on the business, property or financial condition of the
Airport System.

The City’s audited financial statements for the period ending September 30, 2012
fairly present the financial position, results of operations and condition of the
Airport System as of such date and for the periods therein set forth and that there
has been no adverse change of a material nature in the financial position, results
of operations or condition, financial or otherwise, of the Airport System since
September 30, 2012.

The underlying rating on outstanding securities of the City which are secured by
a lien on and pledge of the Net Revenues on a parity with the Bonds shall not be
reduced below “A” by S&P, or be withdrawn for credit related reasons or placed
on credit watch with negative outlook by S&P.




6. Nature of Purchase: The Purchaser acknowledges that no official statement or other
disclosure or offering document has been prepared in connection with the issuance and
sale of the Bonds. The Purchaser is a financial institution or other accredited investor as
defined in the Securities Act of 1933, Regulation D, 17 C.F.R. §230.501(a) ("Regulation
D"), accustomed to purchasing tax-exempt obligations such as the Bonds. McCall,
Parkhurst & Horton L.L.P., Bond Counsel, and Public Financial Management, Inc.,
Financial Advisor to the City, have not undertaken steps to ascertain the accuracy or
completeness of information furnished to the Purchaser with respect to the City, the
Aitrport System or the Bonds, and the Purchaser has not looked to either firm for, nor has
either firm made, any representations to the Purchaser with respect to that information.
The Purchaser has satisfied itself that it may lawfully purchase the Bonds. The Bonds: (i)
are not being registered under the Securities Act of 1933 and are not being registered or
otherwise qualified for sale under the "Blue Sky" laws and regulations of any state; (ii)
will not be listed on any stock or other securities exchange; and (iii) will not carry any
rating from any rating service. The Purchaser is familiar with the financial condition and
affairs of the Airport System, particularly with respect to the ability of the City to pay its
obligations, such as the Bonds, secured by Net Revenues. The Purchaser has received
from the City all information that it has requested in order for it to assess and evaluate
the security and source of payment for the Bonds. The Purchaser is purchasing the
Bonds for its own account or for that of an affiliate as evidence of a loan to the City and
has no present intention to make a public distribution or sale of the Bonds. In no event
will the Purchaser sell the Bonds to purchasers who are not accredited investors as
defined in Regulation D unless (i) an official statement or other disclosure document is
prepared with respect to the sale of the Bonds or (ii) such sale is otherwise exempt from
registration under the Securities Act of 1933, as amended and then in effect.

7. Financial Statements: In consideration of the purchase of the Bonds by the Purchaser, the
City agrees to provide the Purchaser with audited annual financial statements with respect
to the Airport System and such other financial information that is provided in accordance
with Section 12.01 of the Ordinance.

8. No Oral Agreements: To the extent allowed by law, the parties hereto agree to be bound
by the terms of the following notice: THIS PURCHASE AGREEMENT, THE
ORDINANCE OF THE CITY AUTHORIZING THE BONDS, THE ATTORNEY
GENERAL OPINION, THE OPINION OF BOND COUNSEL AND THE BONDS,
TOGETHER WITH ALL OTHER DOCUMENTS AND CERTIFICATES
CONTAINED IN THE FINAL TRANSCRIPT OF PROCEEDINGS FOR THE BONDS
SUBMITTED TO THE ATTORNEY GENERAL OF THE STATE OF TEXAS,
REPRESENT THE FINAL AGREEMENT BETWEEN THE PARTIES REGARDING
THIS TRANSACTION AND MAY NOT BE CONTRADICTED BY EVIDENCE OF
PRIOR, CONTEMPORANEOQUS, OR SUBSEQUENT ORAL AGREEMENTS OF THE
PARTIES. THERE ARE NO UNWRITTEN ORAL AGREEMENTS BETWEEN THE
PARTIES RELATING TO THIS TRANSACTION.

[Signatures begin on next page]




If this purchase agreement meets with the City’s approval, please execute it in the place
provided below.

BANC OF AMERICA PREFERRED FUNDING
CORPORATION

Printedlaghe’ /| FO&ER T CHESTNGT

ACCEPTED:

CITY OF AUSTIN, TEXAS

Marc A. Ott, City Manager

ATTEST:

By:
Jannette S. Goodall, City Clerk

(CITY SEAL)



If this purchase agreement meets with the City’s approval, please execute it in the place
provided below.

BANC OF AMERICA PREFERRED FUNDING

CORPORATION
By:
Printed Name:
Title:
ACCEPTED:
CITY OF AUSTIN, TEXAS ,/7

i

/{/ ,f/ o
b//%é ) / g
7

Mard A. o?cn Manager .

ATTEST:




SCHEDULE 1

The Bonds are dated October 1, 2013. The Bonds will bear interest from their date of delivery until
maturity or prior redemption at the interest rate of 1.56% per annum. Interest will be payable on May 15,
2014, and on each November 15 and May 15 thereafter until maturity or prior redemption. Principal on
the Bonds shall mature on November 15, 2018. The Bounds shall not be held in book-entry form.

The Bonds are not subject to redemption at the option of the City prior to scheduled maturity.

On the dates set forth below, the Bonds shall be subject to mandatory sinking fund redemption, in the
amounts as set forth below:

DATE PRINCIPAL AMOUNT ($)
November 15, 2014 606,000
November 15, 2015 646,000
November 15, 2016 16,380,000
November 15, 2017 16,624,000
November 15, 2018% 1,364,000

*Final Maturity




EXHIBIT A

City of Austin, Texas Banc of America Preferred Funding
301 West Second Street - Corporation
Austin, Texas 78701 901 Main Street

11th Floor

Dallas, Texas 75202

$35,620,000
CITY OF AUSTIN, TEXAS
AIRPORT SYSTEM
REVENUE REFUNDING BONDS, SERIES 2013A

AS BOND COUNSEL for the City of Austin, Texas (the "City"), the issuer of the
bonds described above (the "Bonds"), we have examined into the legality and validity of the
Bonds, which Bonds are issued in the aggregate principal amount of $35,620,000. The Bonds
bear interest from their date of delivery and mature in the manner specified on the face of the
Bonds, and are subject to redemption prior to maturity on the dates and in the manner specified
in the Bonds, all in accordance with the ordinance of the City authorizing the issuance of the
Bonds (the "Ordinance"). Terms used herein and not otherwise defined shall have the meaning
given in the Ordinance.

' WE HAVE EXAMINED the Constitution and Statutes of the State of Texas, the City
Charter of the City, certified copies of the proceedings of the City Council of the City, and other

proofs authorizing and relating to the issuance of the Bonds, including one of the executed Bonds
(Bond Number R-1).

IN OUR OPINION, the Bonds have been authorized and issued in accordance with law,
and constitute valid and legally binding special obligations of the City; and, except as may be
limited by laws applicable to the City relating to bankruptcy, reorganization, and other similar
matters affecting creditors’ rights, and the exercise of judicial discretion in accordance with
general principles of equity, that the interest on and principal of the Bonds, together with
outstanding parity bonds, are payable from, and secured by a first lien on and pledge of, the Net
Revenues of the City's Airport System. All such revenue bonds are secured ratably by such
pledge of revenues in such manner that no one Bond shall have priority of lien over any other
Bond so secured. The holder or holders of the Bonds shall never have the right to demand
payment out of money raised or to be raised by taxation.

THE CITY reserves the right, subject to the restrictions stated, and adopted by
reference, in the Ordinance, to issue Additional Revenue Bonds in all things on parity with the
outstanding Revenue Bonds (including the Bonds) and payable from and equally secured by a
lien on and pledge of the Net Revenues, as further described in the Ordinance.

IN OUR OPINION, upon the deposit of funds in the manner described in the Deposit
Agreement, the Prior Lien Bonds will have been discharged, paid and retired and will be
regarded as outstanding only for the purpose of receiving payment from the funds held by U.S.
Bank National Association pursuant to the Deposit Agreement, and in accordance with the
provisions of Chapter 1207, Texas Government Code.




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. The exceptions are as follows:

(1) interest on the Bonds will be includable in the gross income of the holder during any
period that such Bonds are held by either a "substantial user" of the facilities financed or
refinanced with the proceeds of the Bonds or a "related person" of such user, as provided
in section 147(a) of the Internal Revenue Code of 1986 (the "Code"); and

(2) interest on the Bonds will be treated as a "preference item" in calculating the

alternative minimum tax imposed on individuals and corporations under section 57(a)(5)
of the Code.

In expressing the aforementioned opinions, we have relied on certain representations, including
particularly wriften representations with respect to material facts which are solely within the
knowledge of the City and the Purchaser, 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 construction, use and management of the property financed
therewith. We call your attention to the fact that if the representations are determined to be
inaccurate or if the City fails 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. In
particular, but not by way of limitation, we express no opinion with respect to federal, state or
local tax consequences arising from the enactment of any pending or future leg1slat10n 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.

OUR SOLE ENGAGEMENT in connection with the issuance of the Bonds 1s 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 rehed solely on certificates executed by
officials of the City as to the availability and sufficiency of the Net Revenues.

OUR OPINIONS ARE BASED ON EXISTING LAW, which is subject to change.
Such opinions are further based on our knowledge of facts as of the date hereof. We assume no
duty to update or supplement our opinions to reflect any facts or circumstances that may
thereafter come to our attention or to reflect any changes in any law that may thereafter occur or
become effective. Moreover, our opinions are not a guarantee of result and are not binding on
the Internal Revenue Service (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 the Service will commence an audit of the Bonds. If an audit 1s commenced, in
accordance with its current published procedures the Service is likely to freat 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.

Respectfully,




