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City Council of the Garganese, Weiss & D’Agresta, P. A.
City of Palm Coast, Florida Orlando, Florida

Ameris Bank
Palm Coast, Florida

$40,193,000
CITY OF PALM COAST, FLORIDA
UTILITY SYSTEM REFUNDING REVENUE NOTE, SERIES 2016

Ladies and Gentlemen:

We have acted as Note Counsel to our client, the City of Palm Coast, Florida (the “lssuer”) in
connection with the issuance by the Issuer of its $40,193,000 Utility System Refunding Revenue
Note, Series 2016 (the “Note"), pursuant to and under the authority of Article VIII, Section 2, of the
Constitution of the State of Florida, Chapter 159, Part [ and Chapter 166, Part I[, Florida Statutes, as
amended, the Charter of the Issuer, and other applicable provisions of law, the Master Utility
System Bond Resolution No. 2003-22, as amended, duly adopted by the City Council of the Issuer
on September 30, 2003 (the “Master Resolution”) and Resolution No. 2016-23 duly adopted by the
City Council of the Issuer on March 29, 2016 (the “Resolution” and together with the Master
Resolution the “Note Legislation”) and the Loan Agreement dated as of April 20, 2016 (the “Loan
Agreement”) between the Issuer and Ameris Bank. In such capacity, we have examined such law
and, certified proceedings, cettifications and other documents as we have deemed necessary to
render this opinion. Any capitalized undefined terms used herein shall have the meaning set forth
in the Note Legislation and the Loan Agreement.

As to questions of fact material to our opinion, we have relied upon representations of the
[ssuer contained in the Note Legislation and the Loan Agreement and in the certified proceedings
and other certifications of public officials and others furnished to us, without undertaking to verify
the same by independent investigation. We have not undertaken an independent audit,
examination, investigation or inspection of such matters and have relied solely on the facts,
estimates and circumstances described in such proceedings and certifications. We have assumed
the genuineness of signatures on all documents and instruments, the authenticity of documents
submitted as originals and the conformity to originals of documents submitted as copies.
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In rendering this opinion, we have examined and relied upon the opinion of even date
herewith of Garganese, Weiss, D’ Agresta, P.A, City Attorney, as to the due creation and valid
existence of the Issuer, the due adoption of the Note Legislation, the due execution and delivery of
the Loan Agreement and the Note, and the compliance by the Issuer with all conditions contained
in ordinances and resolutions of the Issuer precedent to the issuance of the Note.

The Note is payable from and is secured by the Pledged Revenues which consist primarily of
Net Revenues of the System, the Sewer System Capital Facilities Fees and the Water System Capital
Facilities Fees, on a parity and equal status with the Issuer's outstanding Utility System Refunding
Revenue Bonds, Series 2013 (the "Parity Bonds”") heretofore issued under the Master Resolution, in
the manner and to the extent provided in the Master Resolution. Pursuant to the terms, conditions
and limitations contained in the Master Resolution, the Issuer has reserved the right to issue
Additional Parity Obligations in the future which shall have a lien on the Pledged Revenues equal
to that of the Note and the Parity Bonds.

The Note does not constitute a general obligation or indebtedness of the Issuer within the
meaning of any constitutional statutory or other limitation of indebtedness and the holderts thereof
shall never have the right to compel the exercise of any ad valorem taxing power of the Issuer or
taxation in any form on any real or personai property for the payment of the principal of or interest
on the Note.

The opinions set forth below are expressly limited to, and we opine cnly with respect to, the
laws of the State of Florida and the federal income tax laws of the United States of America.

Based on our examination, we are of the opinion that, under existing law:

1. The Note Legislation and the Loan Agreement constitute valid and binding
obligations of the Issuer enforceable against the Issuer in accordance with their respective terms.

2. The Note is a valid and binding limited obligation of the Issuer enforceable in
accordance with its terms, payable solely from the Pledged Revenues in the manner and to the
extent provided in the Note Legislation and the Loan Agreement.

3. The Master Resolution creates a valid lien upon the Pledged Revenues for the
security of the Note on a parity with the Parity Bonds and any Additional Parity Obligations
hereafter issued, all in the manner and to the extent provided in the Master Resolution.

4. Interest on the Note is excludable from gross income for federal income tax purposes
and is not an item of tax preference for purposes of the federal alternative minimum tax imposed on
individuals and corporations. However, interest on the Note will be taken into account in
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determining adjusted current earnings for purposes of computing the alternative minimum tax on
corporations. The opinions set forth in the preceding two sentences is subject to the condition that
the Issuer complies with all requirements of the Internal Revenue Code of 1986, as amended, (the
“Code") that must be satisfied subsequent to the issuance of the Note in order that the interest
thereon be, and continue to be, excludable from gross income for federal income tax purposes. The
Issuer has covenanted in the Loan Agreement to comply with all such requirements. Failure to
comply with certain of such requirements may cause interest on the Note to be included in gross
income for federal incore tax purposes retroactively to the date of issuance of the Note.

Itis to be understood that the rights of the owner of the Note and the enforceability thereof
may be subject to the exercise of judicial discretion in accordance with general principles of equity,
to the valid exercise of the sovereign police powers of the State of Florida and of the constitutional
powers of the United States of America and to bankruptcy, insolvency, reorganization, moratorium
and other similar laws affecting credifors’ rights heretofore or hereafter enacted.

For purposes of this opinion, we have not been engaged or undertaken to review and
therefore, express no opinion herein regarding the accuracy, completeness or adequacy of any
offering material relating to the Note. This opinion should not be construed as offering material, an
offering circular, prospectus or official statement and is not intended in any way to be a disclosure
statement used in connection with the sale or delivery of the Note. In addition, we have not been
engaged to and, therefore, express no opinion as to compliance by the Issuer or the purchaser of the
Note with any federal or state statute, regulation or ruling with respect to the sale and distribution
of the Note or regarding the perfection or priority of the lien on the Pledged Revenues except as
described in paragraph 3 above. Further, we express no opinion regarding federal income or state
tax consequences arising with respect to the Note other than as expressly set forth herein.

Our opinions expressed herein ave predicated upon present law, facts and circumstances,
and we assume no affirmative obligation to update the opinions expressed herein if such laws, facts
or circumstances change after the date hereof. No one other than the addressees may rely upon this
opinion. Delivery of this opinion to non-clients does not create an attorney-client relationship.

VC/’Q truly yours,

gk Hallon o P

BRYANVMILLER OLIVE P.A.
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Ladies and Gentlemen:

We have acted as Note Counsel to the City of Palm Coast, Florida (the “City"), in
connection with the issuance by the City of its $40,193,000 aggregate principal amount of Utility
System Refunding Revenue Note, Series 2016 (the “Note”) and we have participated in various
proceedings relating thereto. The Note is being issued to advance refund the City’s outstanding
Utility System Revenue Bonds, Series 2007 (the “"Refunded Bonds”) as described in the Escrow
Deposit Agreement, dated as of April 20, 2016 (the “Escrow Deposit Agreement”) by and
between the City and Wells Fargo Bank, N.A., as Escrow Agent. All terms not otherwise
defined herein shall have the meanings ascribed thereto in the Escrow Deposit Agreement, or
the hereinafter defined Bond Resolution.

As to questions of fact material to our opinion, we have relied upon representations of
the City contained in the Escrow Deposit Agreement; the certified proceedings; and other
certifications furnished to us by or on behalf of the City, without undertaking to verify the same
by independent investigation.

The Refunded Bonds were issued pursuant to Resolution No. 2003-22 adopted by the
City on September 30, 2003, as amended and supplemented (the “Master Bond Resolution”),
and Resolution 2006-24 adopted by the City on December 19, 2006 (fogether, the “Bond
Resolution”).
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Assuming the deposit and the application of cash with and by the Escrow Agent in
accordance with the terms and provisions of the Escrow Deposit Agreement, such deposit and
application will result in a defeasance of the Refunded Bonds, in accordance with Section 24 of
Master Bond Resolution and the Refunded Bonds will no longer be Outstanding under the
Bond Resolution.

In rendering the opinion set forth above, we are relying upon the arithmetical accuracy
of certain computations included in the verification report of Grant Thornton LLP, Minneapolis,
Minnesota, dated as of the date hereof wherein there is presented the adequacy of amounts
deposited with the Escrow Agent to pay the principal of, redemption premium, if any, and
interest on the Refunded Bonds.

Our opinion expressed herein is predicated upon present law, facts and circumstances,
and we assume no affirmative obligation to update the opinions expressed herein if such laws,

facts or circumstances change after the date hereof. Delivery of this opinion to non-clients does
not create an attorney-client relationship.

Respectfully submitted, r 0
ﬁ?{bv f':,i/w,_,(’ A./ { [ ‘&(.. |\/€ ' i
BRYAI,-'; T MILLER OLIVE P.A.
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Utility System Refunding Revenue Note, Series 2016

We have served as Cily Allorney to the City of Palm Coast, Florida (the "City") in
connection with the issuance by the City of its Utility Systemn Refunding Revenue Note, Series 2016
(the "Note"), pursuant to Resolution No. 2003-22 duly adopted by the City Council of the City on
September 30,2003, as amended, (the "Master Resolution") and Resolution No. 2016-23 adopted by
the City Councll of the City on March 29, 2016 (the "Resolution” and together with the Master
Resolution, the “Note Legislation"), and the Loan Agreement dated April 20, 2016 (the “Loan
Agreement") by and between the City and Ameris Bank (the "Bank"). All undefined capitalized
terms used herein shall have the meanings ascribed in the Note Legislation and the Loan
Agreement.

As to questions of fact material to our opinion, we have relied upon representations of the
City contained in the Note Legislation by the City Council and in the certified proceedings and
other certifications of public officials furnished to us, without undertaking to verify the same by
independent investigation. We have not undertaken independent audit, examination, investigation
or inspection of such matters and have relied solely on the facts, estimates, and circumstances
described in such proceedings and certifications. We have assumed the genuineness of
signatures on all documents and instruments, the authenticity of documents submitted as
originals and the conformity to original documents submitted as copies. It is also understood that
the City has relied on Note Counsel, Bryant Miller & Olive, P.A, for the issuance of legal advice
and opinions regarding the Note Legislation, Note, Loan Agreement, and related instruments.
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Whenever in this opinion a matter 1s limited by the term “"to the best of our knowledge/ such
statement is deemed to refer to our actual knowledge and exciudes imputed knowledge, and we
disclaim any duty to verify the same by independent investigation.

Based upon the foregoing, we are of the opinion that as of the date of this letter:

1. The City is a municipal corporation within the State of Florida, duly created and validly
existing and has full legal night, power and authority to adopt, enact and perform its obligations under
the Note Legislation, and to authorize, execute and deliver and to perform its obligations under the Loan
Agreement and the Note.

2. The City has duly adopted or enacted, as the case may be, the Note I .cgislation and such
instruments constitute legal, binding and valid obligations of the City, enforceable in accordance with their
respective terms; provided. however, the enforceability thereof may be subject to bankruptey, insolvency,
reorganization, moratorium and other similar laws affecting creditors' rights generally and subject, as to
enforceability, to general principles of equity and the exercise of judicial discretion.

3. Except for post-closing disclosures to be filed with the State Division of Bond Finance
and Form 8038G to be filed with the Internal Revenue Service, all authorizations, consents, approvals,
enactments and reviews of govemmental bodies or regulatory authonties required for the City’s adoption,
enactment, execution, approval and performance of the Loan Agreement, the Note and the Note
Legislation have been obtained, provided that no opinion is expressed with respect to any
authorizations, consents, approvals or reviews required by the securities laws of the United States of
America or of any state, or of any other junsdiction.

4, The meetings of the City during which matters relating to the Note were considered
were held in accordance with all applicable ordinances, rules and all of the laws of the State that
govern the meetings of the City.

5. The Loan Agreement and the Note have been duly executed and delivered, and the City is
in compliance with all conditions in the Note Legislation and the Loan Agreement precedent to the
issuance of the Note.

6. To the best of our knowledge afier due inquiry, as of the date hereof, there is no action,
suit, proceeding, inquiry or investigation, at law or in equity, before or by any court, govemment agency.,
public board or body, pending or. to the best of our knowledge, threatened against the City, affecting or
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seeking to prohibit, restrain or enjoin the City from entering into the Loan Agreement or the issuance or
delivery of the Note or contesting or affecting as to the City the validity or enforceability of the Act in
any respect relating to the authorization of the Loan Agreement or authorization for the issuance of the
Note and the Note Legislation, or contesting the tax-exempt status of interest on the Note, or contesting
the powers of the City to collect the Pledged Revenues as provided in the Loan Agreement or any
authority for the 1ssuance of the Note or the adoption of the Note Legislation. Notwithstanding the
foregoing, we express no opinion on the applicability of any approvals, consents and orders as may
be required under the Blue Sky or securities laws or legal investment laws of any state in connection
with the offering and sale of the Note or in connection with the registration of the Note under the
Federal Securities laws.

In accordance with our undersianding with the parties participating in the closing on the date
hereof, we have not passed upon and consequently express no opinion as to the accuracy or
completeness of any offering literature that may have been used in connection with the offering or
placement of the Note. We have not passed upon any matters relating to the financial condition of the
City, and no inference should be drawn that we have expressed any opinion on matters relating to the
financial ability of the City to perform its obligations under the Note Legislation, the Loan Agreement
and the Note.

With respect to our foregoing opinion, in its entirety, we express no opinion as to matters
governed by any laws other than the laws of the state of Florida. This opinion is furnished by us as
counsel for the City, and may be relied upon solely by the addressees hereof and solely in connection
with the transaction to which this opinion relates.

Our opinions expressed herein are predicated upon present law (and interpretations thereof)/
facts and circumstances, and we assume no affirmative obligation to update the opinions expressed
herein if such laws (and interpretations thereof), facts or circumstances change after the date hereof.

Respectfully submitted, : é!. ﬁZ’é’
) ‘f’b{ R
20 //LM 5 £

(farganese, Weiss & D'Apresta, P.A
WL
City Attorney
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$40,193,000
City of Palm Coast, Florida
Utility System Refunding Revenue Note,
Series 2016

TAX CERTIFICATE AS TO ARBITRAGE AND
THE PROVISIONS OF SECTIONS 141-150 OF
THE INTERNAL REVENUE CODE OF 1986, AS AMENDED

In connection with the issuance by the City of Palm Coast, Florida (the "City") of its
$40,193,000 Utility System Refunding Revenue Note, Series 2016 (the "Series 2016 Note"), the
City makes and enters into the following Tax Certificate as to Arbitrage and the Provisions of
Sections 141-150 of the Internal Revenue Code of 1986, as amended (the “Code™).

The City acknowledges that the opinion of Note Counsel regarding the exclusion of
interest on the Series 2016 Note from gross income under Section 103(a) and Sections 141-150 of
the Code is rendered in reliance upon the representations and statements of fact and
expectations contained herein and assumes the City’s continued compliance with the provisions
of this Certificate.

1. The Series 2016 Note is being issued pursuant to the Constitution and laws of the
State of Florida, including particularly Chapter 159, Part I, and Chapter 166, Part II, Florida
Statutes, as amended, the City Charter of the City and Resolution No. 2003-22 adopted by the
City Council of the City (the ”City Council”) on September 30, 2003, as amended and
supplemented, and particularly as amended and supplemented by Resolution No. 2016-23
adopted by the City Council on March 29, 2016 (collectively, the “Resolution”) to provide for
the deposit of the proceeds of the Series 2016 Note and other legally available moneys of the
City to various funds and accounts established pursuant to the Resolution and the transfer of
money to Wells Fargo Bank, National Association, as Escrow Agent (the "liscrow Agent")
pursuant to the terms of an Escrow Deposit Agreement dated as of April 20, 2016 between the
City and the Escrow Agent (“Escrow Agreement”):

(a) to advance refund the outstanding principal amount of the City’s Utility
System Revenue Bonds, Series 2007 (the "Series 2007 Bonds"); and

(b) to pay the costs of issuing the Series 2016 Note (the “Issuance Expenses”).
Unless otherwise specifically defined, all capitalized terms used in this Certificate shall have the

meanings as those set forth in the Resolution or in Sections 1.148-1 through 1.148-10 and Section
1.150-1 of the Income Tax Regulations (the "Regulations”).
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2. The refunding of the Series 2007 Bonds is being undertaken by the City in order
to realize a significant present value interest cost savings. The callable Sertes 2007 Bonds will be
redeemed on April 1, 2017, which is the first optional redemption date for the Series 2007
Bonds. The Series 2007 Bonds were issued for the purpose of financing a portion of the costs of
certain capital improvements to the City’s water and wastewater utility system which were
included in the City’s Five Year Capital Improvement Plan (collectively, the “2007 Project”).

3. On the basis of the facts, estimates and circumstances in existence on the date
hereof, I reasonably expect the following with respect to the Series 2016 Note and as to the use
of the proceeds thereof:

(a) Proceeds in the amount of $40,193,000.00 (the “Sale Proceeds”) from the
sale of the Series 2076 Note to Ameris Bank (the “Original Purchaser”) are expected to be
needed and fully expended as follows:

(1) $161,551.25 of said proceeds will be used to pay the Issuance
Expenses; and

(ii) $40,031,448.75 of said proceeds, together with $632,500.00
previously accumulated to pay debt service on the Series 2007 Bonds and
$3,130,931.26 previously on deposit in the Reserve Fund, will be deposited with
the Escrow Agent, $1.01 of which will remain uninvested in cash and
$43,794,879.00 of which will be used to acquire certain U.S. Treasury Obligations
— State and Local Government Series (“SLGS”), which mature at such times,
together with the interest earned thereon, as will be necessary to pay the
principal of and interest on the Series 2007 Bonds as jt comes due, and to provide
for the redemption of the Series 2007 Bonds on April 1, 2017.

(b) The SLGS purchased with proceeds of the Series 2016 Note (the
“Restricted Escrow Investments”) are more fully described in the Schedules attached as
Exhibit_A hereto, which were prepared by FirstSouthwest, a division of Hilltop
Securities Inc. (the “Financial Advisor”) in connection with the issuance of the Series
2016 Note. SLGS purchased with amounts previously on deposit in the Reserve Fund
will be invested on a pro-rata basis with the Restricted Escrow Investments. SLGS
purchased with amounts previously accumulated to pay debt service on the Series 2007
Bonds (the “Unrestricted Escrow Investments”) will be used to pay debt service on the
Series 2007 Bonds on October 1, 2016, the next payment date on the Series 2007 Bonds.
The Unrestricted Escrow Investments constitute a portion of the earliest maturing
Investments in the Escrow Account. The Unrestricted Escrow Investments are more
fully described in the Schedules attached as Exhibit A hereto.

(c) The total proceeds to be received from the sale of the Series 2016 Note,
together with investment earnings thereon and certain funds made available as a result
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of the refunding of the Series 2007 Bonds, do not exceed the total of the amounts
necessary for the purposes described above.

(d) The Cijty does not expect to sell or otherwise dispose of any property
comprising a part of the 2007 Project prior to the final maturity date of the Series 2016
Note, except such minor parts or portions thereof as may be disposed of due to normal
wear, obsolescence, or depreciation in the ordinary course of business.

4. On the date of issuance of the Series 2007 Bonds, it was reasonably expected that
not less than 85% of the Spendable Proceeds of the Series 2007 Bonds would be used to carry
out the governmental purposes of such issue within three years of the date of issuance therecf.
Not more than 50%, if any, of the proceeds of the Series 2007 Bonds were invested in obligations
having a substantially guaranteed yield for four years or more.

5. Pursuant to the Resolution, there is no Reserve Fund created for the Series 2016
Note.

6. On a monthly basis the City will transfer Net Revenues of the System from the
Revenue Fund to the Bond Service Fund to provide for the payment of debt service on the
Series 2016 Note. In certain cases, the City may transfer Water System Capital Facilities Fees
from the Water System Capital Facilities Fees Fund and Sewer System Capital Facilities Fees
from the Sewer System Capital Facilities Fees Fund to the Bond Service Fund to pay a portion of
the debt service on the Series 2016 Note. The portion of the Bond Service Fund allocable to the
Series 2016 Note, the portion of the Revenue Fund allocated to pay debt service on the Series
2016 Note, and the portions of the Water System Capital Facilities Fees Fund or the Sewer
System Capital Facilities Fees Fund, if any, allocated to pay debt service on the Series 2016 Note
(collectively, the “Debt Service Funds”) will be used primarily to achieve a proper matching of
Pledged Revenues and the debt service on the Series 2016 Note within each bond year, and
amounts deposited in such fund will be depleted at least once a year except for a reasonable
carryover amount not to exceed the greater of (A) the earnings on such fund for the
immediately preceding bond year, or (B) one-twelfth of the debt service on the Series 2016 Note
for the immediately preceding bond year.

7. Other than the Debt Service Funds, there are no other funds or accounts of the
City established pursuant to the Resolution or otherwise that are reasonably expected to be
used to pay debt service on the Series 2016 Note or for which there is a reasonable assurance on
the part of the Original Purchaser that amounts therein would be available to pay debt service
on the Series 2016 Note if the City encounters financial difticultjes.

8. As of October 1, 2016, the first date that proceeds of the Series 2016 Note are used
to pay principal of the Series 2007 Bonds, there will be no unspent proceeds of the Series 2007
Bonds.
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9. The amounts derived from the sale of the Series 2016 Note and amounts
deposited in the funds and accounts described herein may be invested as follows:

(a) Sale Proceeds to be applied to the payment of Issuance Expenses may be
invested at an unrestricted yield for a period not to exceed 13 months from the date
hereof.

(b) Investment earnings on obligations acquired with amounts described in

subparagraph (a) above may be invested at an unrestricted yield for a period not to
exceed one year from the date of receipt.

(©) Amounts described in subparagraphs (a) and (b) that may not be invested
at an unrestricted yield pursnant to such subparagraphs, may be invested at an
unrestricted yield to the extent such amounts do not exceed $100,000 (the "Minor
Portion”).

(d) Amounts described in subparagraph (d), not invested at an unrestricted
yield pursuant to such subparagraph, shall be invested at a yield not in excess of the
yield on the Series 2016 Note plus 1/8 of one percentage point or invested in tax-exempt
obligations under Section 103(a) of the Code the interest onn which is not an item of
preference within the meaning of Section 57(a)(5) of the Code.

(e) Amounts deposited in the Debt Service Funds allocated to pay debt
service on the Serjes 2016 Note may be invested at an unrestricted yield for a period of
thirteen months from the date of deposit to such fund. Earnings on such amounts which
are retained in such funds may be invested at an unrestricted yield for a period not
exceeding 13 months from the date of receipt of the amount earned.

(f) Amounts applied to acquire the Restricted Escrow Investments for the
purpose of refunding the Series 2007 Bonds shall be invested at a yield which is not in
excess of the yield of the Series 2016 Note. Pursuant to Section 1.148-9(g) of the
Regulations, the City hereby waives its right to invest proceeds of the Series 2016 Note
allocated to the Restricted Escrow Investments at a yield materially higher than the yield
of the Series 2016 Note during the temporary period specified in Section 1.148-9(d)(2)(i)
of the Regulations.

(g) Amounts described in subparagraph (e) that may not invested at an
unrestricted yield pursuant fo such subparagraph may be invested at an unrestricted
yield to the extent such amount does not exceed the Minor Portion reduced by the
amounts described in subparagraph (c) that are invested at a yield in excess of the yield
of the Series 2016 Note.
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(h) Amounts described in subparagraph (g) that may not be invested at an
unrestricted yield pursuant to such subparagraph shall be invested at a yield not in
excess of the yield of the Series 2016 Note or be invested in tax-exempt obligations under
Section 103(a) of the Code the interest on which is not an item of preference within the
meaning of Section 57(a}(5) of the Code.

10. For purposes of this Certificate, "yield" means that yield which when used in
computing the present worth of all payments of principal and interest to be paid on an
obligation produces an amount equal to the purchase price of such obligation. The yield of
obligations acquired with amounts described in Paragraph 9 and the yield of the Series 2016
Note is calculated by the use of the same frequency mterval of compounding interest. In the
case of the Series 2016 Note, the purchase price is $40,193,000.00. The purchase price of the
Series 2016 Note and the interest rate thereon were arrived at as a result of an arms length
negotiation between the City and the Original Purchaser. The Original Purchaser has
represented to the City that it is acquiring the Series 2016 Note for its own account, and is not
acting as a broker or other intermediary for the purpose of reselling the Series 2016 Note to
other investors. Any investments acquired with amounts which may not be invested at an
unrestricted yield pursuant to Paragraph 9 or which are subject to the rebate requirement
described in Paragraph 17 hereof shall be purchased at prevailing market prices and shall be
limited to securities for which there is an established market or shall be invested in United
States Treasury Obligations - State and Local Government Series or in tax-exempt bonds under
Section 103(a) of the Code the interest on which is not an item of tax preference within the
meaning of Section 57(a)(5) of the Code.

In accordance with such meaning of the term "yield", the yield of the Series 2016 Note
has been determined by the Financial Advisor to be not less than 2.480074%, as shown on the
Schedules attached as Exhibit A hereto. The yield on the Restricted Escrow Investments has
been determined to be not greater than 0.606019%, which is less than the yield of the Series 2016
Note, as shown in the schedules attached as Exhibit A hereto. Such determinations as to yield
have been made on the basis of computations performed by the Financial Advisor which have
been verified by Grant Thomton LLP (the "Verification Agent”), as shown in their report of
even date herewith.

11. No portion of the proceeds of the Series 2016 Note will be used as a substitute for
other moneys of the City which were otherwise to be used to pay debt service on the Series 2007
Bonds and which have been or will be used to acquire, directly or indirectly, obligations
producing a yield in excess of the yield of the Series 2016 Note.

12. The weighted average maturity of the Series 2016 Note does not exceed 120% of

the reasonably expected average remaining economic life of the assets financed with the
proceeds of the Series 2007 Bonds (within the meaning of Section 147(b) of the Code).
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13. No action which overburdens the tax-exempt bond market (within the meaning
of Section 1.148-10(a) of the Regulations) has been or is expected to be taken in connection with
the Series 2016 Note. In particular, no portion of the Series 2016 Note has been issued earlier, or
allowed to remain outstanding longer, than is otherwise reasonably necessary to accomplish the
governmental purposes of the Series 2016 Note. Furthermore, each action taken or expected to
be taken in connection with the Series 2016 Note would reasonably be taken if the interest on
the Setries 2016 Note were not excluded from gross income for federal income tax purposes
(assuming that the hypothetical taxable interest rates would be the same as the actual tax-
exempt rates on the Series 2016 Note).

14. Neither the City nor any related entity has entered or is expected to enter into
any hedging transaction (such as an interest rate swap, cap or collar transaction) with respect to
the Series 2016 Note.,

15. There are no other obligations of the City that (A) are being sold at substantially
the same time as the Series 2016 Note (within 15 days), (B) are being sold pursuant to a common
plan of financing together with the Series 2016 Note, and (C) will be paid out of substantially
the same source of funds as the Serics 2016 Note.

16. The City is not aware of any facts or circumstances that would cause it to
questjion the accuracy of the representations made by the Original Purchaser described in
Paragraph 10 hereof, or the accuracy of the computations performed by the Financial Advisor
or the Verifjcation Agent.

17. The City has covenanted in the Resolution that so long as the Series 2016 Note
remains outstanding, the moneys on deposit in any fund or account maintained in connection
with the Series 2016 Note will not be used in any manner that would cause the Series 2016 Note
to be an “arbitrage bond" within the meaning of Section 148 of the Code and the Regulations.
Accordingly, the City shall comply with the guidelines and instructions in the Arbitrage Letter
of Instructions from Note Counsel, dated the date hereof, by which the City shall, except as
otherwise provided in such Letter of Instructions, pay or cause to be paid to the United States
an amount equal to the sum of (i) the excess of the aggregate amount eamed from the
investment of "Gross Proceeds” of the Series 2016 Note from the date of issue over the amount
that would have been earned if such amounts had been invested at a yield equatl to the yield of
the Series 2016 Note, plus (ii) the income or earnings attributable to the excess amount
described in (i). See Exhibit B attached hereto.

18. The City will take no action which would cause the Series 2016 Note to be a
"private activity bond" within the meaning of Section 141 of the Code. The City will not permit
any person other than a state or local governmental unit or as a member of the general public (a
"Nonexempt Person”) to use, through sale, lease, management contract, output contract or
similar agreement, any portions of the 2007 Project which, in the aggregate exceed 10 percent of
the 2007 Project (based upon the cost of such portions of the 2007 Project). The percentage
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limitation described in the preceding sentence shall be reduced to 5 percent if the private use of
the 2007 Project is not related to any governmental use ot is disproportionate to governmental
use, all as described in Section 141(b)(3) of the Code.

19. The City acknowledges that in determining whether all or any portion of the
2007 Project is used, directly or indirectly, in the trade or business of a Nonexempt Person for
purposes of Paragraph 18 above, use of any portion of the 2007 Project by a Nonexempt Person
pursuant to a lease, management contract, service contract, output contract or other
arrangement must be examined. The City represents that all management and service contracts
with persons who are not employees of the City for use of any portjon of the 2007 Project will
comply with the guidelines set forth in IRS Revenue Procedure 97-13, unless the City receives
an opinion from Note Counsel that such contract will not adversely impact the exclusion of
interest on the Serjes 2016 Note from gross income for purposes of federal income taxation. The
City agrees to maintain copies of all leases, management contracts, service contracts, output
coniracts, and other preferential use arrangements with Nonexempt Persons with respect to the
use of the 2007 Project throughout the term of the Series 2016 Note and for a period of three
years thereafter.

20. The City represents that the 2007 Project has been owned and operated in a
manner which complies with the requirements set forth in Paragraph 18 above from the placed
in service dates of the varjous components of the 2007 Project unti] the date of issuance of the
Series 2016 Note. The City reasonably expects that the 2007 Project will be owned and operated
in a manner which complies with the requirements set forth in Paragraph 18 above while the
Serjes 2016 Note are outstanding. The City will not change the ownership or use of all or any
portion of the 2007 Project in a manner that fails to comply with Paragraph 18 above, unless it
receives an opinion of Note Counsel that such change of ownership or use will not adversely
affect the exclusion of interest on the Series 2016 Note from gross income for federal income tax
purposes.

21. Except for an amount no in excess of 1% of the Sale Proceeds of the Series 2016
Note, all of the Gross Proceeds of the Series 2016 Note will be used (i) to pay principal, interest
or call premium on the Series 2007 Bonds, (ii) to pay administrative costs allocable to repaying
the Series 2007 Bonds, carrying and repaying the Series 2016 Note, or investments of the Series
2016 Note, (iii) to pay the Issuance Expenses for the Series 2016 Note, or (iv) will constitute
Replacernent Proceeds that will be used for the purposes of the Series 2016 Note.

22. None of the proceeds of the Series 2016 Note will be used (directly or indirectly)
to make or finance loans to any persons.

23. The payment of the principal of and interest on the Series 2016 Note is not and

will not be guaranteed directly or indirectly by the federal government within the meaning of
Section 149(b) of the Code.
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24. This Certificate is, in part, to serve as a guideline in implementing the
requirements of Sections 141 to 150 of the Code. If regulations, rulings, announcements and
notices validly promulgated under the Code contain requirements which differ from those
outlined here which must be satisfied for the Series 2016 Note to be tax-exempt or in order to
avoid the imposition of penalties under Section 148 of the Code, pursuant to the covenants
contained in the Resolution, the City is obligated to take such steps as are necessary to comply
with such requirements. If under those pronouncements, compliance with any of the
requirements of this Certificate is not necessary to maintajn the exclusion of interest on the
Series 2016 Note from gross income and alternative minimum taxable income (except to the
extent of certain adjustments applicable to corporations) or to avoid the imposition of penalties
under Section 148 of the Code, the City shall not be obligated to comply with that requirement.
The City has been advised to seek the advice of competent counsel with a nationally recognized
expertise in matters affecting exclusion of interest on municipal bonds from gross income in
fulfilling its obligations under the Code to take all steps as are necessary to maintain the tax-
exempt status of the Series 2016 Note.

[Remainder of page intentionally left blank]
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25.  To the best of my knowledge, information and belief, the expectations contained

in this Certificate are reasonable.

IN WITNESS WHEREOF, [ have hereunto set my hand on this 20th day of April, 2016.

25434/010/01103369.D0Cv2

CITY OF PALM COAST, FLORIDA

(U M ¢

Name; C]‘u'iétopher M. Q!{;i\rj‘l

Title: Finance Director
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SOURCES AND USES OF FUNDS

City of Palm Coast, FL
Ulility System Revenve Refundiag Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29,2016

Ameris Bank @ 2 48%

Dated Dale
Delivery Dale

Sources:

04/20/2016
04/20/2016

Bond Proceeds:
Par Amount

Other Sources of Funds:
Debt Service Fund
Prior Reserve Fund

40,193,000.00

632,500.00
~3,130,931.26
3,763,431.26

43,956,431.26

Uses:

Relunding Escrow Deposits:
Cash Deposit
SLGS Purchases

Delivery Date Expenses:
Cost of Issvance

1.01
43,794,879.00
43,794,880.01

161,551.25

43,956,431.26

Mar 29, 2016 (1:07 am Prepared by Hilliop Secunties Inc. (LSE)
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BOND SUMMARY STATISTICS

City of Palm Coast, I'L
Utility Sysiem Revenue Refunding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank (@ 2.48%
Daied Dale 04/20/2016
Dehvery Dale 04/20/2016
Fiest Coupon 10/01/2016
Last Maturity 10/01/2036

Arbnrage Yield

True Interest Cost (TIC)
Net Interest Cost (NIC)
All-In TIC

Average Coupon

Average Life (years)
Duration of Issuc (years)

Par Amount

Bond Proceeds

Total Interest

Net Interest

Bond Years from Dated Date
Baond Years from Delivery Date
Total Debi Service

2 480074%
2 486528%
2,480000%
2521882%
2 480000%

1.519
9759

40,]93,000.00
40,193,000.00
11,481,933 83
11,481,933 83
462,981,202 78
462,981.202 78
51,674,933 .83

Maximuin Annual Debt Service 2,521,887 20
Average Annual Debt Service 2,527.234 91
Underwriter's Fees (per $1000)
Average Tekedown
Other Fee
Total Underwmter's Discount
Bid Price 100.000000
Par Average Average PVoll bp
Bond Component Value Puce Coupon Life change
Bond Component 40,193,000 00 100,000 2.480% 11519 38,835 37
40,193,000.00 11.51% 38,835.37
All-In Arbitrage
TIC TiC Yield
Par Value 40,193,000.00 40,193,000 00 40,193,000 00
+ Accrued Interest
+ Premium (Discount)
- Underwriter's Discount
- Cost of Issuance Expense (161,551 25)
- Other Amounts (25,000.00)
Target Valve 40,168,000 00 40,031,448 75 40,193,000 00
Target Date 0472012016 04/202016 0472012016
Yield 2486528% 2521882% 2.430074%

Mar 29,2016 11:07 am Prepared by Hilltop Securities Inc. (LSE)  (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP,2016REFP) Page 2
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BOND PRICING
City of Paim Coast, FL
Utility System Revenue Refunding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016
Ameris Bank @ 2.48%
Maturity
Bond Component Date Amoun! Rate Yield Price
Bond Component:
10/01/2016 846,000 2.480% 2.480% 100.000
10/01/2017 1,544,000 2.480% 2.480% 100.000
10/01/2018 1,581,000 2.480% 2.480% 100.000
10/01/2019 1,620,000 2.480% 2.480% 100.000
10/01/2020 1,663,000 2.480% 2.480% 100.000
10/01/2021 1,705,000 2.480% 2.480% 100.000
10/01/2022 1,745,000 2.480% 2.480% 100.000
10/01/2023 (,787,000 2.480% 2.480% 160.000
10/01/2024 1,832,000 2.480% 2.4180% 100.000
10/01/2025 1,878,000 2.480% 2.480% 100.000
10/01/72026 1,925,000 2.480% 2.430% 100.000
10/01/2027 1,970,000 2.480% 2,480% 100.000
10/01/2028 2.023,000 2.480% 2.480% 100.000
10/01/2029 2,073,000 2.480% 2.480% 100.000
10/01/2030 2,120,000 2.480% 2.480% 100.000
10/01/203) 2,174,000 2.480% 2.480% 100.000
10/01/2032 2,229,000 2.480% 2.480% 100.000
10/01/2033 2,286,000 2.480% 2.480% 100.000
10/01/2034 2,339,000 2.480% 2.480% 100.000
10/01/2035 2,397,000 2.480% 2.480% 100.600
10/01/2036 2,456,000 2.480% 2.480% 100.000
40,193,000
Dated Date 0472072016
Delivery Date 04/20/2016
First Coupon 10/01/2016
Par Amountl 40,193,000.00
Onginal Issue Discount
Produclion 40,193,000.00  100.000000%
Underwriter's Discount
Purchase Price 40,193,000.00  100.000000%
Accrued Interest
Net Proceeds 40,193,000.00

Mar 29,2016 11:07 am Prepared by Hilllop Securities Inc. (LSE)  (Finance 7.012 Palm Coast, City FL:UTILITY-20J6REFP,2016REFP) Page 3
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BOND DERT SERVICE

City of Palim Coast, FL
Utility System Revenue Refunding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Amenis Bank @ 2.48%
Dated Date 04/20/2016
Delivery Date 04/20/2016

Period Annual

Ending Principsl Inlerest Debi Service Debt Service
10/0172016 846,000 445,785.03 1,291,785.03 1.291,785.03
0470172017 487,902.80 487,902.80
10/012017 1,544,000 487.902.80 2.031,902.80 2.519.805.60
04/0172018 468.757.20 468,757.20
10/0172018 1,581,000 468,757.20 2,049,757.20 2,518,514.40
04/01/2019 449,152.80 449,152.80
10/01/2019 1,620,000 449.152.80 2,069,152.80 2,518,305.60
04/01/2020 429,064.80 429,064.80
10/01/2020 1,663,000 429,064.80 2,092,064.80 2,521.129.60
04/01/2021 408,443.60 408,443.60
10/01/2021 1,705,000 408,443.60 2,113,443.60 2,521,887.20
04/01/2022 387,301.60 387,301.60
10/01/2022 1,745,000 387,301.60 2,132,301.60 2,519,603.20
04/01/2023 365,663.60 365,663.60
10/01/2023 1,787,000 365,663.60 2,152,663.60 2,518,327.20
04/01/2024 343,504.80 343,504.80
10/01/2024 1,832,000 343,504.80 2,175,504.80 2,519,009.60
04/01/2025 320,788.00 320,788.00
10/01/2025 1,878,000 320,788.00 2,198,788.00 2,519,576.00
04/01/2026 297,500.80 297,500.80
10/01/2026 1,925,000 297,500.80 2,222,500.80 2,520,001.60
04/012027 273,630.80 273,630.80
10/01/2027 1,970,000 273,630.80 2,243,630.80 2,517,261.60
04/01/2028 249,202.80 249,202.80
10/01/2028 2,023,000 249,202.80 2,272,202.80 2,521,405.60
04/0172029 224,117.60 224,117.60
10/01/2029 2,073,000 274,117.60 2,297,117.60 2,521,235.20
04/01/2030 198,412.40 198,412.40
10/01/2030 2,120,000 198,412.40 2,318,412.40 2,516,824.80
04/01/2031 172,124.40 172,124.40
10/01/2031 2,174,000 172,124.40 2,346,124.40 2,518,248.30
04/01/2032 145,166.80 145,166.80
10/01/2032 2,229,000 145,166.80 2,374,166.80 2,519,333.60
04/01/2033 117,527.20 117,527.20
10/01/2033 2,286,000 117,527.20 2,403,527.20 2,521,054.40
04/01/2034 89,180.8C 89,180.80
10/01/2034 2,339,000 89.180.80 2,428,180.80 2.517,361.60
04/01/2035 60,177.20 60,177.20
1070172035 2,397.000 60,177.20 2,457,177.20 2,517,354.40
04/01/2036 30,454 40 30,454.40
10/61/72036 2,456,000 30,454.40 2,486,454.40 2,516,908.80

40,193,000  11,481,933.83  51,674,933.83  51,674,933.83
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BOND DEBT SERVICE

City of Palm Coast, 1.
Utility System Revenue Refunding Note, Series 2016
Refunded Boads: Serjes 2007
FINAL NUMBLERS: As of March 29, 2016

Ameris Bank @ 2.48%

Dated Date 0472072016
Delivery Date 04/20/2016

Period

Ending Principal Interest Debt Service
10/01/2016 846,000 445,785.03 1,291,785.03
10/01/2017 1,544,000 975,805.60 2.519,805.60
10/0122018 1,581,000 937,514.40 2,518,514.40
10/01/2019 1,620,000 898,305.60 2,518,305.60
10/0i/2020 1,663,000 858,129.60 2,521,129.60
10/0172021 1,705,000 816,887.20 2,521,887.20
10/01/2022 1,745,000 774,603.20 2,519,603.20
10/01/2023 1,787,000 731,327.20 2,518,327.20
10/01/2024 1,832,000 687,009.60 2,519,009.60
10/01/2025 1,878,000 641,576.00 2,519,576.00
10/01/2026 1,925,000 595,001.60 2,520,001.60
10/01/2027 1,970,000 547,261.60 2,517,261.60
10/01/2028 2,023,000 498,405.60 2,521,405.60
10/01/2029 2,073,000 448,235.20 2,521,235.20
10/01/2030 2,120,000 396,824.380 2,516,824.80
10/01/2031 2,174,000 344,248 80 2,518,248.80
10/01/2032 2,229,000 290,333.60 2,519,333.60
10/012033 2,286,000 235,054.40 2,521,054.40
10/01/2034 2,339,000 178,361.60 2,517,361.60
10/01/2035 2,397,000 120,354.40 2,517,354 40

10/01/72036 2,456,000 60,908.80 2,516,908.80

40,193,000 11,481,933.83  51,674,933.83
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COST OF ISSUANCE

City of Pabn Coasy, FL
Utility System Revenuve Refunding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%

Cost of Issuance $/1000 Amount
Financial Advisor 137320 55,193.00
Bond Counsel 0 92000 36,977.56
Bond Counsel Fees 0.12440 5,000.00
Cily Attomey 0.69664 28,000.00
Financial Advisor Expenses 0.04976 2,000.00
Escrow Agent 0.06220 2,500.00
Verification Agenl 0.02986 1,200.00
Comtingency 0.14134 5,680.69
Lender's Fee 0.62200 25,000.00

4.01939 161,551.25
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FORM 8038 STATISTICS

City of Palm Coast, FL
Utility System Revenue Refunding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS; As of March 29, 2016

Ameris Bank @ 2.48%

Dated Dale 04/20/2016
Delivery Date 04/20/2016
Redemption
Bond Component Date Principal Coupon Price Issue Price at Maturity
Bond Component:
10/01/2016 846,000.00 2.480% 100.000 846,000.00 846.000.00
10/01/2017 1,544,000.00 2.480% 100.000 1,544,000.00 1,544,000.00
10/01/2018 1,581,000.00 2.480% 100.000 1,581,000.00 1,581,000.00
10/01/2019 1,620,000.00 2.480% 100.000 1,620,000.00 1,620,000.00
10/0172020 1,663,000.00 2.480% 100.000 1,663,000.00 1,663,000.00
10/01/202] 1,705,000.00 2.480% 100.000 1,705,000.00 1,705,000.00
10/01/2022 1,745,000.00 2.480% 100.000 1,745,000.00 1,745,000.00
10/01/2023 1,787,000.00 2.480% 100.000 1,787,000.00 1,787,000.00
10/01/2024 1,832,000.00 2.480% 100.000 1,832,000.00 1,832,000.00
10/0172025 1,878,000.00 2.480% 100.000 1,878,000.00 1,878,000.00
10/01/2026 1,925,000.00 2.480% 100.000 1,925,000.00 1,925,000.00
10/01/2027 1,970,000.00 2.480% 100.000 1,970,000.00 1,970,000.00
10/01/2028 2,023,000.00 2.480% 100.000 2,023,000.00 2,023,000.00
10/01/2029 2,073,000.00 2.480% 100.000 2,073,000.00 2,073,000.00
10/01/2030 2,120,000.00 2.480% 100,000 2,120,000.00 2,120,000.00
10/01/2031 2,174,000.00 2.480% 100.000 2,174,000.00 2,174,000.00
10/01/2032 2,229,000.00 2.480% 100.000 2,229,000.00 2.229,000.00
10/01/2033 2,286,000.00 2.480% 100.000 2,286,000.00 2,286,000.00
10/01/2034 2,339,000.00 2.480% 100.000 2,339,000.00 2,339,000.00
10/01/2035 2,397,000.00 2.480% 100.000 2,397,000.00 2,397,000.00
10/0172036 2,456,000.00 2.480% 100.000 2,456,000.00 2,456,000.00
40,193,000.00 40,193,000.00 40,193,000.00
Stated Weighted
Malurity [nterest Issue Redemption Average
Date Rae Price at Maturity Maturity Yield
Final Maturily 10/01/2036 2.480% 2,456,000.00 2,456,000.00
Entire Issue 40,193,000.00 40,193,000.00 11.5190 2.4801%
Proceeds used for accrued jaterest 0.00
Proceeds used for bond issuance cosis (including underwriters' discount) 161,551.25
Proceeds used for credit enhancement 0.00
Proceeds a)located (o rcasonably required reserve or replacement fund 0.00
Proceeds used to currently refund prior issues 0.00
Proceeds used to advance refund prior issues 40,031,448.75
Remaining weighted average maturily of the bonds to be currently refunded 0.0000
Remaining weighted average malturity of the bonds (¢ be advance refunded 11.9308

Mar 29,2016 11:07 am Prepared by Hillop Securities Inc. (LSE)  (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP,2016RE[P) Page 7
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FORM 8038 STATISTICS

City of Palm Coast, FL
Utility System Revenue Refonding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS. As of March 29, 2016

Ameris Bank @ 2 48%

Refunded Bonds

Bond
Component Dale Principa! Coupon Price Issue Price

Utility System Revenve Bonds, Series 2007:

BOND 10/01/2016 1,265,000.00 4.000% 101.684 1,286,302.60
BOND 16/01/2017 1,315,000.00 5.000% 109.607 1,441,332.05
BOND 10/01/2018 1,380,000.00 4.000% 100.411 1,385,671.80
BOND 10/01/2013 1,435,000.00 4.000% 99.699 1,430,680.65
BOND 10/01/2020 1,495,000.00 4.600% 99.162 1,482.471.90
BOND 10/01/2021 1,555,000.00 4.000% 98.574 1,532,825.70
TERM24 10/01/2022 1,615,000.00 5.000% 107.944 1,743,295.60
TERM?24 10/01/2023 1,695,000.00 5.000% 107.944 1,829,650.80
TERM?24 10/01/2024 1,780,000.00 5.000% 107.944 1,921,403.20
TERM2Z8 10/01/2025 1,870,000.00 4.250% 97.994 1,832,487.80
TERM28 10/01/2026 1.950,000.00 4.250% 97.994 1,910,883.00
TERM28 10/01/2027 2,030,000.00 4.250% 97.994 1,589,278.20
TERM28 10/01/2028 2,120,000.00 4.250% 97.994 2,077,472.80
TERM33 10/01/2029 2,210,000.00 4,500% 100,808 2,227,856.80
TERM33 10/01/2030 2,305,000.00 4.500% 100.808 2,323,624.40
TERM33 10/01/203) 2,410,000.00 4.500% 100.808 2,429,472.80
TERM33 10/01/2032 2.520,000.00 4.500% 100.808 2,540,361.60
TERM33 10/01/2033 2,635,000.00 4.500% 100.808 2,656,290.80
TERM36 10/01/2034 2,750,000.00 4.375% 98.505 2,708,887.50
TERM26 10/01/2035 2,870,000,00 4.375% 98.505 2,827,093.50
TERM36 10/01/2036 2,995,000.00 4.375% 98.505 2,950,224.75
42,200,000.00 42,527,568.25

Remaining

Last Weighled

Call Issue Average

Date Date Maturity

Utility System Revenue Bonds, Seres 2007 04/01/2017 01/25/2007 11.9308

All Refunded Tssues 04/01/2017 11.9308

Mar 29, 2016 11:07 am Prepared by Hilltop Securities Inc. (LSE)  (Finance 7.012 Palm Coast, City FL.UTILITY-2016REFP,2016REFP) Page 8



Hlitopsecurities TP

A Wiiop Haldings Comparry

PROOF OF ARBITRAGE YIELD

Cily of Palm Coas(, FL
Uulily System Revenue Refuading Noie, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29,2016

Ameris Bank @ 2.48%

Present Value

10 04/20/2016
Date Debt Service (@ 2 480074)214%
10/01/2016 1,291,785.03 1,277,623.57
04/01/2017 487,902.80 476,643 51
10/01/2017 2,031,502.80 1,960,699.36
04/01/2018 468,757.20 446,790 30
10/01/2038 2,049,757.20 1,929,771.59
04/01/2019 449 152 80 417,681 56
10/01/72019 2,069,152.80 1,800,603 21
04/01/2020 429,064 80 389 286.63
10/01/2020 2,092,064 80 1,874,862.56
04/01/202) 408,443,60 361,554.78
10/01/2021 2,113,443 60 1,847,90813
04/01/2022 387,301 60 334,492.75
10/01/2022 2,132,301.60 1,819,004 .43
04/01/2023 365,663.60 308,116.22
10/01/2023 2,152,663 60 1,791,664.55
04/01/2024 343,504 80 282,397.63
10/01/2024 2,175,504 80 1,766,550 89
04/01/2025 320,788 00 257,303.17
10/01/2025 2,198,788 00 1,742,026.31
04/01/2026 297,500 80 23281298
10/01/2026 2,222,500 80 1,717,942 74
04/0172027 273,630 80 208,919.72
10/01/2027 2,243,630.80 1,692,051.44
04/01/2028 249,202 80 185,636.25
10/01/2028 2,272,202.80 1,671,878 33
0470172029 224,117 60 162,885 06
10/01/2029 2,297, 11760 1,649,059 08
04/01/2030 198,412 40 140,692.03
16/01/2030 2,312,412 40 1,623,824 49
04/01/2031 172,124 40 119,079.92
10/01/2031 2,346,124 40 1,603,226.35
04/01/2032 145,166 80 97,984.82
10/01/2032 2,374,166 30 1,582,888 93
0d/01/2033 117,527.20 77,397 21
10/01/2033 2,403,527 20 1,563,448.80
04/01/2034 89,180 80 57,299.88
10/01/2034 2,428,180 80 1,541,029 86
04/01/2035 60,177 20 37,723.30
10/01/2035 245717720 1,521,464.83
04/01/2036 30,454.40 18,626 15
10/0172036 2,486,454 40 1,502,108.66
51,674,933 83 40,193,000 00
Proceeds Summary

Defwvery date 0472072016
Par Value 40,193,000.00
Target for yield calcotalion 40,193,000 00

Mar 29, 2016 11:07 am Prepared by Hilliop Secunties Inc. (LSE)  (Finance 7.012 Patm Coast, City FLL:UTILITY-2016REFP,2016REFP) Page 9



Hilltopsecurities ‘TP

A Moy Mokdings Comparry

SUMMARY OF BONDS REFUNDED

City of Palm Coast, FL
Ulilily System Revenue Refunding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%
Maturity Interest Par Call Call
Bond Date Rate Amount Date Price
Utility System Reveaue Bonds, Series 2007, 2007;

BOND 10/01/2016 4.000% 1,265,000.00
10/01/2017 5.000% 1,315,000.00  04/01/2017 100.000
10/01/2018 4.000% 1,380,000.00  04/01/2017 100.000
10/01/2019 4.000% [,435,000.00 04/01/2017 100.000
10/01/2020 4.000% 1,495,000.00  04/01/2017 100.000
10/0]/2021 4,000% 1,555,000.00  04/01/2017 100.000
TERM?24 10/01/2022 5.000% 1,615,000.00 04/01/201)7 100.000
10/01/2023 5.000% 1,695.000,00  04/01/2017 100.000
10/01/2024 5.000% 1,780,000.00  04/01/2017 100.000
TERM28 10/01/2025 4.250% 1,870,000.00  04/01/2017 100.000
10/01/2026 4,250% 1,950,000.00  04/01/2017 100.000
10/01/2027 4.250% 2,030,000.00  04/01/20)7 100.000
10/01/2028 4.250% 2,120,000.00 04/G1/2017 100.000
TERM33 10/01/2029 4.500% 2,210,000.00  04/01/2017 100.000
10/01/2030 4.500% 2,305,000.00  04/01/20)7 100.000
10/01/203 1 4.500% 2,410,000.00  04/01/2017 100,000
10/01/2032 4.500% 2,520,000 00  04/01/2017 100.000
10/01/2033 4.500% 2.635,000.00 04/01/2017 100.000
TERM36 10/01/2034 4.375% 2,750,000.00  04/01/2017 100.000
10/01/2035 4375% 2,870,000.00  04/01/2017 100.000
10/01/2036 4 375% 2,995,000.00 04/01/2017 100.000

42,200,000.00

Mar 29, 2016 11:07 am Prepared by Hilllop Securities Inc. (LSE) (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP,2016REFP) Page 10



HiIItopSecuritlesm

A Hillop Hobdings Company

PRIOR BOND DEBT SERVICE

City of Palm Coast, FL
Utitity System Revenue Refunding Note, Senes 20)6
Refunded Bonds' Series 2007
FINAL NUMBERS: As of March 29, 2016

Amens Bank @ 2.48%

Dated Dale 04/20/2016
Delivery Date 04/20/2016

Utility System Revenue Bonds, Series 2007 (2007)

Period Annual
Ending Princpal Interest Deln Service Debi Secvice
10/01/2016 1,265,000 932,340 63 2,197,340.63 2,197,340.63
04/01/2017 907,040 63 907,040.63
10/01/2017 1,315,000 907,040.63 2,222,040.63 3,129,081.26
04/01/2018 874,165 63 874,165 63
10/01/2018 1,380,000 874,165.63 2,254,165 63 3,128,331.26
04/01/2019 846,565.63 846,565.63
10/01/2019 1,435,000 846,565 63 2,281,565.63 3,128,131.26
04/01/2020 817,865 63 817,865.63
10/01/2020 1,495,000 817,865 63 2,312,865 63 3,130,731.26
04/01/2021 787,965.63 787,965.63
10/01/2021 1,555,000 787,965.63 2,342,965.63 3,130,931.26
04/01/2022 756,865.63 756,865.63
10/01/2022 1,615,000 756,865.63 2,371,865.63 3,128,731.26
04/01/2023 716,490.63 716,490.63
10/01/2023 1,695,000 716,490.63 2,411,490.63 3,127,981 26
04/01/2024 674,115.63 674,115.63
10/01/2024 1,780,000 674,115.63 2,454,115.63 3,128,23) 26
04/01/2025 625,615.63 629,615.63
10/01/2025 1,870,000 629,615.63 2,499,615.63 3,129,231.26
04/01/2026 589,878.13 589,878.13
10/01/2026 1,950,000 589,878.13 2,539,878.13 3,129,756.26
04/01/2027 548,440.63 548,440.63
1070172027 2,030,000 548,440.63 2,578,440.63 3,126,881.26
04/01/2028 505,303.13 505,303.13
10/01/2028 2,120,000 505,303.13 2,625,303.13 3,130,606.26
04/01/2029 460,253.13 460,253.13
10/01/2029 2,210,000 460,253.13 2,670,253.13 3,130,506.26
04/01/2030 410,528 13 410,528.13
10/01/2030 2,305,000 410,528.13 2,715,528.13 3,126,056.26
04/01/203) 358,665.63 358,665.63
10/01/2031 2,410,000 358,665.63 2,768,665.63 3,127,331.26
04/01/2032 304,440.63 304,440.63
10/01/2032 2,520,000 304,440.63 2,824,440.63 3,128,881.26
04/01/2033 247,740.63 247,740.63
10/01/2033 2,635.000 247,740 63 2,882,740.63 3,130,48).26
04/01/2034 188,453 13 188,453.13
10/01/2034 2,750,000 188,453.13 2,938,453.13 3,126,906.26
04/01/2035 128,296 88 128,296.88
10/01/2035 2,870,000 128,296.88 2,998,296.88 3,126,593.76
04/01/2036 65,515.63 65,515.63
10/01/2036 2,995,000 65,515.63 3,060,515.63 3,126,031 26

42,200,000  22,568,753.33 64,768,753.33  64,768,753.33

Mar 29,2016 11:07 am Prepared by Hilliop Secunities Inc, (LSE) (Finaace 7.012 Palm Coast, City FL:UTILITY-2016REFP,2016REFP) Page 11



HilltopSecurities S

A Hiusp Polda g Company
SAVINGS
City of Palm Cosst, FL
Utlity Systemy Revenue Refunding Nole, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29. 2016
Ameris Bank @ 2.48%
Present Valoe
Prior Prior Prior Refonding 10 04/20/2016
Dale Debt Service Receipts  Net Cash Flow Debt Service Savings @ 2.5218822%
10/01/2016 2,197,340.63 632,500.00 1,564,840.63 1,291,785.03 273,055.60 262,962.89
1070172017 3,129,081.26 3,129,081.26 2,519,805.60 609,275.66 5§92,670.57
10/01/2018 3,128,331.26 3,128,331.26 2,518,514.40 609,316 86 578,348.32
10/01/2019 3,128,131.26 3.128,131.26 2,518,305.60 609,825.66 563,949.96
10/01/2020 3,130,731.26 3.130,731.26 2,521,129.60 609,601.66 549,694.84
10/01/2021 3,130,931.26 3,130,931.26 2,521,887.20 609,044.06 535,501.52
10/01/2022 3,128,731.26 3,128,731.26 2,519,603.20 609,128.06 522,212.64
10/01/2023 3,127,981.26 3,127,981.26 2,518.327.20 609,634.06 509,528.42
10/01/2024 3,128,231.26 3,128,231.26 2,519,009.60 609,221.66 496,361.56
10/01/2025 3,129,231.26 3,129,231.26 2,519,576.00 609,655.26 484,202.17
10/01/2026 3,129,756.26 3,129,756.26 2,520,001.60 609,754.66 472,135.16
10/01/2027 3,126,881 .26 3,126,881.26 2,517,261,60 609,619.66 460,182.34
10/01/2028 3,130,606.26 3,130,606 26 2,521,405.60 609,200.66 448,313.54
10/01/2029 3,130,506.26 3,130,506.26 2,521,235.20 609,271.06 437,088 44
10/01/2030 3.126,056.26 3,126,056.26 2,516,824.80 609,231.46 426,032.18
10/01/2031 3,127,331.26 3,127,331.26 2,518,248.80 609,082.46 415,167.86
10/01/2032 3.128,881.26 3,128,881.26 2,519,333.60 609,547.66 404,972.54
10/01/2033 3,130,481.26 3,130,481.26 2,521,054.40 609,426.86 394,635.31
10/01/2034 3,126,906.26 3,126,906.26 2,517,361.60 609,544.66 384,696.66
10/01/2033 3,126,593.76 3,126,593.76 2,517,354.40 605,239.36 374,746.72
1070172026 3,126,031 26 3,126,031.26 2,516,908.80 609,122.46 365,152.10

64,768,753.33 632,500.00  64,136,253.33  51,674,933.83 12,461,315.50 9,678,556.17

Savings Summary

Dated Date 042012016
Delivery Date 04/20/2016
PV of savings from cash flow 9,678,556.17
Less: Prior funds on hand (3,130,931.26)
Net PV Savings 6,547,624 .91

Mar 29, 2016 11:07 am Prepared by Hilltop Securities Inc. (LSE) (Finance 7.012 Palm Coast, Cicy FL:UTILITY-2016REFP,2016REFP) Page 12




Hi!llopSecuritIesm

A Ml o rokiwp Commp-ery

SUMMARY OF REFUNDING RESULTS

City of Palm Coas(, FL
Utility System Revenue Refunding Nate, Series 2016
Refunded Bonds: Serics 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%

Dated Dale 0472072016
Delivery Date 04/20/2016
Arbitrage yield 2.480074%
Escrow yreld 0.606019%
Value of Negalive Arbitrage 745,172.60

Bond Par Amount

40,193,000.00

True Interest Cost 2.486528%
Net Interest Cost 2.480000%
AN-In TIC 2.521882%
Average Coupon 2.480000%
Average Life 11.519
Par amount of refunded bonds 42.200,000.00
Average coupon of refuaded bonds 4.431165%
Average lifc of refunded bonds 12.047

PV of prior debt to (04/20/2016 @) 2 521882%
Net PV Savings
Percentage savings of refunded bonds

50,342,504.92
6,547,624.91
15.515659%

Mer 29, 2016 11:07 am Prepared by Hilliop Securities Inc. (LSE) (Finance 7.012 Palm Coast, City FL.UTILITY-2016REFP,2016REFP) Page I3



HilltopSecuriliesm

A rifiop Holfngy Campery

ESCROW REQUIREMENTS

City of Palm Coast, FL
Utility Sysiem Revenue Refunding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%
Dated Date 04/20/2016
Delivery Date 04/20/2016

Prior Debt (2007)

Period Principal

Ending Principal Interest Redeemed Total
10/01/2016 1,265,000.00 932,340.63 2,197,340.63
04/0172017 907,040.63  40,935,000.00  41,842,040.63

1,265,000.00 1,839,381.26  40,935,000.00  44,03%,381.26

Mar 29, 2016 11:07 am Prepared by Hilltop Securities Inc. (LSE) (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP,2016REFP) Page 14




HiIItopSecuririesm

A Mty Hoddings Cruipany

ESCROW DESCRIPTIONS

City of Palm Coast, FL
Otility Sysiem Revenue Refunding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS. As of March 29, 2016

Asmeris Bank @ 2.48%
Type of Type of Maturity First Int Par Max
Security SLGS Dale Pmt Date Amount Rate Rate
Apr 20, 2016:
SLGS Centificate 10/01/2016 10/01/2016 2,193,398 0.400% 0.400%
SLGS Certjficate 04/01/2017  04/01/2017 41,601,481 0.610% 0.610%
43,794,879
SLGS Summa
SLGS Rates File 29MARI16
Total Certificales of Indebledness 43,794,879.00

Mar 29, 2016 11:07 am Prepared by Hilltop Securities Inc. (LSE) (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP,2016REFP) Page 15



HilltopSecuntIesm

ArélLay Pokdmgs Company

ESCROW DESCRIPTIONS DETAIL

City of Palm Coast, FL
Uility System Revenue Refunding Nole, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Amenis Bank @ 2.48%

Type of Type of Maturity First Int Par Max
Secunity SLGS Date Pmt Date Amount Rale Rale
DSF, Apr 20, 2016:
SLGS Ceriificate 10/01/2016  10/01/2016 632,498.99 0.400% 0.400%
DSRF, Apr 20, 2016:
SLGS Certificate 10/01/2016  10/0172016 113,225.17 0.400% 0.400%
SLGS Certificate 04/01/20Y7  04/01/2017 3,017,706.09 0.610% 0.610%
3,130,931.26
BP, Apr 20, 2016:
SLGS Centificale 10/0172016 10/01/2016 1,447,673.84 0.400% 0.400%
SLGS Certificate 04/01/2017  04/01/2017  38,583,774.91 0.610% 0.610%

40,031,448.75

43,794,879.00

SLGS Sumnsary

SLGS Rates File IMARITS
Total Certificales of Indebledness 43,794,879.00

Mar 29, 2016 11:07 am Prepared by Hilltop Securities Inc. (LSE) (Finance 7.012 Paim Coast, City FL:UTILITY-2016REFP,201 6REFP) Page 16




HilltopSecurities m

A MBap rolfings Compamy

ESCROW COST

Cily of Palm Cossl, FL
Utility System Revenue Refunding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%

Type of Malurity Par Tolal
Secunity Dale Amounl Rale Cost
SLGS 10/01/2016 2,193,398 0.400% 2,193,398.00
SL.GS 04/01.2017 41,601,481 0.610% 41,601,481 00
43,794,879 43,794,879.00
Purchase Cosl of Cash Totat
Date Securitics Deposit Escrow Cost
04/20/2016 43,794,879 1.01 43,794,880.01
43,794,879 1.01 43,794,880.01

Mar 29,2016 11:07 am Prepared by Hilltop Securities Inc. (LSE) (Finance 7.012 Pahn Coasy, City FL:UTILITY-2016REFP,2016REFP) Page 17
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AMaap rktings Com ey

ESCROW COST DETAIL

City of Palm Coast, FL
Ulility System Revenuc Refunding Note, Series 2016
Refunded Bonds. Series 2007
FINAL NUMBIERS: As of March 29, 2016

Ameris Bank @ 2.48%

Type of Maturity Par Total
Securily Dale Asmount Rate Cosl
DSF:
SLGS 10/01/2016 632,498.99 0.400% 632,498.99
DSRJ:
SLGS 10/01/2016 113,225.17 0.400% 113,225.17
SLGS 04/01/2017 3,017,706.05 0.610% 3,017,706.09
3,130,931.26 3,130,931.26
BP:
SLGS 10/01/2016 1,447,673.84 0.400% 1,447,673.84
SLGS 04/01/2017 38,583,774.91 0.610% 38,583,774.91
40,031,448.75 40,031,448.75
43,794,879.00 43,794,879.00
Purchase Cost of Cash Total
Escrow Dale Securities Deposit Escrow Cost Yield
DSF 047202016 632,498.99 1.01 632,500.00 0.401916%
DSRF 0472072016 3,130,931.26 3,130,931.26  0.606019%
BP 04/20/2016 40,031,448.75 40,031,448.75  0.606019%
43,794,879.00 1.01 43,794,880.01

Mar 29, 2016 11:07 am Prepared by Hilllop Securities Inc. (LSE) (Finance 7.012 Palm Coas), City FL:UTILITY-2016REFP,20] 6REFP) Page 18




HilltopSecurities m

AXBuzy Hodirgn Comparry

ESCROW CASH FLOW

City of Palm Coasl, FL
Uulity System Revenue Refunding Noie, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29,2016

Ameris Bank @ 2.48%

Net Escrow
Date Principal Interest Receipts
10/01/2016 2,193,398.00 3,942.11 2,197,340.11
04/01/2017 41,601,481.00 240,559.14 41,842,040.14
43,794,879.00 244,501.25 44,039,380.25
Cscrow Cost Sumnmary
Purchase date 04/207/2016
Purchase cosl of securities 43,794,879.00

Mar 29,2016 11:07 am Prepared by Hilltop Securities Inc. (LSE) (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP,2016REFP) Page 19




Hilltopsecurities TP

A Moy Mokdeg Company
ESCROW SUFFICIENCY
City of Palm Coast, FL
Utilny System Revenue Refunding Note, Series 2016
Refunded Bonds. Series 2007
FINAL NUMBLERS: As of March 29, 2016

Ameris Bank @ 2 48%
Escrow Net Escrow Excess Excess
Date Requirement Receipts Receipis Balance
04/20/2016 1.01 1.01 1.01
10/01/2016 2,197,340.63 2,197,340.11 (0.52) 0.49

04/01/2017 41,842,040.63 41,842,040.14 (0.49)

44,039,381.26 44,039,381.26 0.00

Mar 29,2016 11:07 am Prepared by Hilhop Securilics Inc. (LSE) (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP,2006REFP) Page 20
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A iiop Hollings Company

ESCROW STATISTICS

City of Palnx Coast, FL

Utility Sysiein Revenue Refunding Note, Series 2016

Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank (2 2.48%

Modfied Yield (o Yield to Perfect Value of
Tolal Duration Receipt Disbursement Escrow Negative Costof
Escrow Escrow Cosl (years) Date Daie Cost Arbitrage Dead Time
DSF 632,500.00 0.446 0.401916% 0.401916% 626,690 40 5,809.59 0.01
DSRYF 3,130,931.26 0.926 0 606019% 0.606019% 3,077,299.03 53,632.23
BP 40,031,448.75 0.926 0.606019% 0.606019% 39,345,717.96 685,730.78 0.01
43,794,880.01 43,049,707.39 745,172.60 0.02
Delivery date 04/2072016
Arbitrage yield 2.480074%

Mar 29,2016 11-07 am Prepared by Hilltop Securities Inc. (LSE) (Finance 7.012 Palm Coas(, City FL:UTILITY-2016REFP 2016REFP) Page 21



EXHIBIT B

April 20, 2016

City of Palm Coast, Florida

$40,193,000
City of Palm Coast, Florida
Utility System Refunding Revenue Note, Series 2016

Ladies and Gentlemen:

This Letter instructs you as to certain requirements of Section 148 of the Internal
Revenue Code of 1986, as amended (the "Code"), with respect to the City of Palm Coast, Florida
(the "City") Utility System Refunding Revenue Note, Series 2016 (the “Series 2016 Note").
Capitalized terms used in this Letter, not otherwise defined herein, shall have the same
meanings as set forth in your Tax Certificate as to Arbitrage and the Provisions of Sections 141-
150 of the Internal Revenue Code of 1986, as amended (the “Tax Certificate”) executed on the
date hereof.

This letter is intended to provide you with general guidance regarding compliance with
Section 148(f) of the Code. Because the requirements of the Code are subject to amplification
and clarijfication, you should seek supplements to this letter from time to time to reflect any
additional or different requirements of the Code. In particular, you should be aware that
regulations implementing the rebate requirements of Section 148(f) (the "Regulations") have
been issued by the United States Treasury Department. This complex set of regulations will, by
necessity, be subject to continuing interpretation and clarification through future rulings or
other announcements of the United States Treasury Department. You should seek further
advice of Note Counsel as to the effect of any such future interpretations before the
computation and payment of any arbitrage rebate.

For the purposes of this Letter, (i) any instructions relating to a fund or account shall be
deemed to apply only to the portion of such fund or account allocable to the Series 2016 Note
and (1) any reference to "the date hereof" shall be deemed to mean April 20, 2016.

Section 1. Tax Covenants. Pursuant to the terms of the Resolution (as defined in the Tax
Certificate), the City has made certain covenants designed to assure that interest with respect to
the Series 2016 Note 15 and shall remain excluded from gross income for federal income tax
purposes. The City has agreed, and by this letter does hereby covenant, that it will not directly
or indirectly use or permit the use of any proceeds of the Serjes 2016 Note or any other funds or
take or omit to take any action that would cause the Series 2016 Note to be an "arbitrage bond"

25434/010/01103369.D0Cv2
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within the meaning of Section 148 of the Code and that would cause interest on the Series 2016
Note to be included in gross income for federal income tax purposes under the provisions of the
Code. You have further agreed by this letter to comply with all other requirements as shall be
determined by Note Counsel (as hereinafter defined) to be necessary or appropriate to assure
that interest on the Series 2016 Note will be excluded from gross income for federal income tax
purposes. To that end, the City will comply with all requirements of Section 148 of the Code to
the extent applicable to the Series 2016 Note. In particular, the City agrees to cause the proceeds
of the Series 2016 Note and certain other amounts described in Paragraph 9 of the Tax
Certificate to be invested in a manner that 1s consistent with the expectations set forth in such
Certificate. In the event that at any time the City is of the opinion that for purposes of this
Section 1 it js necessary to restrict or to limit the yield on the mvestment of any moneys held by
the City, the City shall take such action as may be necessary.

Section 2. Definitions. Unless the context otherwise requires, in addition to the use of
the terms defined in the Tax Certificate, the following capitalized terms have the following
meanings:

"Bond Year" shall mean the one year period that ends at the close of business on the day
in the calendar year that is selected by the City. The first and last bond years may be short
periods.

"Bond Yield" shall mean that discount rate that, when used in computing the present
value on the Delivery Date of all unconditionally payable payments of principal, interest, and
retirement price payments paid and to be paid on the Series 2016 Note, produces an amount
equal to the present value on the Delivery Date, using the same discount rate, of the aggregate
Issue Price of the Series 2016 Note. Yield is computed under the Economic Accrual Method
using any consistently applied compounding interval of not more than one year. Short first and
last compounding intervals may be used. Cther reasonable, standard financial conventions,
such as the 30 days per month/360 days per year convention, may be used in computing yield
but must be consistently applied. The yield on the Series 2016 Note, computed by the Financial
Advisor in this manner, 1s 2.480074%.

"Code" sha]l mean the Internal Revenue Code of 1986, as amended, and the applicable
Treasury Regulations promulgated thereunder.

"Computation Date” shall mean any date selected by the City as a computation date
pursuant to Section 1.148-3(e) of the Regulations, and the Final Computation Date.

"Computation Credit Amount” means, as of each Computation Date, the amount
specified in Section 1.148-3(d)(1)(1v) of the Regulations.
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“Computation Credit Date” means the last day of each Bond Year during which there are
amounts allocated to Gross Procecds of the Series 2016 Note that are subject to the rebate
requirement of Section 148(f) of the Code, and the Final Computation Date.

"Delivery Date" shall mean April 20, 2016.

"Economic Accrual Method” shall mean the method of computing yield that is based on
the compounding of interest at the end of each compounding period (also known as the
constant interest method or the actuarial method).

"Final Computation Date" shall mean the date that the last bond that is part of the Series
2016 Note is discharged.

"Gross Proceeds™ shall mean with respect to the Series 2016 Note, any proceeds of the
Series 2016 Note and any funds (other than the proceeds of the Series 2016 Note) that are a part
of a reserve or replacement fund for the issue, which amounts include amounts which are (A)
actually or constructively received by the City from the sale of the Series 2016 Note; (B) treated
as transferred proceeds (as defined in Section 1.148-S(b) of the Regulations); (C) treated as
Replacement Proceeds under Section 1.148-1(c) of the Regulations; (D) invested in a reasonably
required reserve or replacement fund (as defined in Section 1.148-2(f) of the Regulations); (E)
pledged by the City as security for payment of debt service on the Series 2016 Note; (F) received
with respect to obligations acquired with proceeds of the Series 2016 Note; (G) used to pay debt
service on the Series 2016 Note; and (H) otherwise received as a result of investing any proceeds
of the Series 2016 Note. The determination of whether an amount is included within this
definition shall be made without regard to whether the amount is credited to any fund or
account established under the Resolution or (except in the case of an amount described in (E)
above) whether the amount js subject to the pledge of such instrument.

"Guaranteed Investment Contract” means any Nonpurpose Investment that has
specifically negotiated withdrawal or reinvestment provisions and a specifically negotiated
interest rate, and also includes any agreement to supply investments on two or more future
dates (e.g., a forward supply contract).

"Instaliment Payment Date" shall mean a Computation Date that is not later than 5 years
after the Delivery Date and subsequent Computation Dates which occur no later than 5 years
after the immediately preceding Installment Payment Date.

"Investment Property” shall mean any security or obligation, any annuity contract or
other investment-type property within the meaning of Section 148(b)(2) of the Code. The term
Investment Property shall not include any obligation the interest on which is excluded from
gross income (other than a Specified Private Activity Bond within the meaning of Section
57(a)(5)(C) of the Code) and shall not include an obligation that is a one-day certificate of
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indebtedness issued by the United States Treasury pursuant to the Demand Deposit State and
Local Government Series Program described in 31 CFR, part 344.

"Issue Price” shall mean, with vespect to the Series 2016 Note, the par amount fo the
Series 2016 Note, $40,193,000.00.

“Issue Yield" shall mean the Bond Yield unless the Series 2016 Note are described in
Section 1.148-4(b)(3) or (4) of the Regulations, in which case, the Issue Yield shall be the Bond
Yield as recomputed in accordance with such provisions of the Regulations.

"Nonpurpose Investment” shall mean any Investment Property in which Gross Proceeds
are invested, other than any Purpose Investment as defined in Section 1.148-1(b) of the
Regulations. For purposes of this Letter, Investment Property acquired with revenues
deposited in the Debt Service Funds to be used to pay debt service on the Series 2016 Note
within 13 months of the date of deposit therein shall be disregarded.

"Nonpurpose Payment” shall, with respect to a Nonpurpose Investment allocated to the
Series 2016 Note, incJude the following: (1) the amount actually or constructively paid to
acquire the Nonpurpose Investment; (2) the Value of an investment not acquired with Gross
Proceeds on the date such investment js allocated to the Series 2016 Note, and (3) any yield
reduction payment to the United States Government made pursuant to Section 1.148-5(c) of the
Regulations. In addition, the Computation Credit Amount shall be treated as a Nonpurpose
Payment with respect to the Series 2016 Note on each Computation Credit Date.

“Nonpurpose Receipt” shall mean any receipt or payment with respect to a Nonpurpose
Investment allocated to the Series 2016 Note. For this purpose the term "receipt” means any
amount actually or constructively received with respect to the investment. In the event a
Nonpurpose Investment ceases to be allocated to the Series 2016 Note other than by reason of a
sale or retirement, such Nonpurpose Investment shall be treated as if sold on the date of such
cessation for its Value. In addition, the Value of each Nonpurpose Investment at the close of
business on each Computation Date shall be taken into account as a Nonpurpose Receipt as of
such date, and each refund of Rebatable Arbitrage pursuant to Section 1.148-3(i) of the
Regulations shall be treated as a Nonpurpose Receipt.

"Note Counsel” shall mean Bryant Miller Olive P.A., or other nationally recognized Note
Counsel.

“Rebatable Arbitrage” shall mean as of any Computation Date the excess of the future
value of all Nonpurpose Receipts with respect to the Series 2016 Note over the future value of
all Nonpurpose Payments with respect to the Series 2016 Note. The future value of a
Nonpurpose Payment or a Nonpurpose Receipt as of any Computation Date is determined
using the Economic Accrual Method and equals the value of that payment or receipt when it is
paid or received (or treated as paid or received), plus interest assumed to be earned and
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compounded over the period at a rate equal to the Issue Yield, using the same compounding
interval and financial conventions used in computing that yield.

"Retirement Price” shall mean, with respect to a bond, the amount paid in connection
with the retirement or redemption of the bond.

"Value" means value as determined under Section 1.148-5(d) of the Regulations for
investments.

Section 3. Rebate Requirement.

(a) The City specifically covenants that it will pay or cause to be paid to the
Urnuted States Government the following amounts:

(1) No later than 60 days after each Installment Payment Date, an
amount which, when added to the future value of all previous rebate payments
made with respect to the Series 2016 Note, equals at least 90 percent of the
Rebatable Arbitrage calculated as of each such Installment Payment Date; and

(2) No later than 60 days after the Final Computation Date, an
amount which, when added to the future value of all previous rebate payments
made with respect to the Series 2016 Note, equals 100 percent of the Rebatable
Arbitrage as of the Final Computation Date.

(b) Any payment of Rebatable Arbitrage made within the 60-day period
described in Section 3(a)(1) and (2) above may be treated as paid on the Installment
Payment Date or Final computation date to which it relates.

(c) On or before 60 days following the Installment Payment Date or Final
Computation Date, pay the amount described in Section 3(a) of this Letter to the United
States Government at the Internal Revenue Service Center, Ogden, Utah 84201. Payment
shall be accompanied by Form 8038-T. A rebate payment is paid on the date when it is
mailed to the Internal Revenue Service at the above Jocation.

(d)  The City shall keep proper books of record and accounts containing
complete and correct entries of all transactions relating to the receipt, investment,
disbursement, allocation and application of the money related to the Series 2016 Note,
including money derived from, pledged to, or to be used to make payments on the
Series 2016 Note. Such records shall specify the account or fund to which each
investment (or portion thereof) held by the City is to be allocated and shall set forth, in
the case of each investment security, (a) its purchase price; (b) nominal rate of interest;
(c) the amount of accrued interest purchased (included in the purchase price); (d) the par
or face amount; (e) maturity date; (f) the amount of original issue discount or premium
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(if any); (g) the type of Investment Property; (h) the frequency of periodic payments; (i)
the period of compounding; (j) the yield to maturity; (k) date of disposition; (1) amount
realized on disposition (including accrued interest); and (m) market price data sufficient
to establish the fair market value of any Nonpurpose investment as of any Computation
Date, and as of the date such Nonpurpose Investment becomes allocable to, or ceases to
be allocable to, Gross Proceeds of the Series 2016 Note.

Section 4. Prohibited Investments and Dispositions.

(a) No Investment Property shall be acquired with Gross Proceeds for an
amount (including transaction costs) in excess of the fair market value of such
Investment Property. No Investment Property shall be sold or otherwise disposed of for
an amount (including transaction costs) Jess than the fair market value of the Investment
Property.

(b) For purposes of subsection 4(a), the fair market value of any Investment
Property for which there is an established market shall be determined as provided n
subsection 4(c). Txcept as otherwise provided in subsections 4(e) and (f), any market
especially established to provide Investment Property to an City of governmental
obligations shall not be treated as an established market.

(¢) The fair market value of any Investment Property for which there is an
established market is the price at which a willing buyer would purchase the investment
from a willing seller in a bona fide, arm's-length transaction. Fair market value is
generally determined on the date on which a contract to purchase or sell the Investment
Property becomes binding (i.e., the trade date rather than the settlement date). If a
United States Treasury obligation is acquired directly from or disposed of directly to the
United States Treasury, such acquisition or disposition shall be treated as establishing a
market for the obligation and as establishing the fair market value of the obligation.

(d) Except to the extent provided in subsections (e) and (f), any Investment
Property for which there is not an established market shall be rebuttably presumed to be
acquired or disposed of for a price that is not equal to its fair market value.

(e) In the case of a certificate of deposit that has a fixed interest rate, a fixed
payment schedule, and a substantial penalty for early withdrawal, the purchase price of
such a certificate of deposit is treated as its fair market value on its purchase date if the
yield on the certificate of deposit is not less than (1) the yield on reasonably comparable
direct obligations of the United States; and (2) the highest yield that is published or
posted by the provider to be currently available from the provider on reasonably
comparable certificates of deposit offered (o the public.
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(f) The purchase price of a Guaranteed Investment Contract is treated as its
fair market value on the purchase date if the City complies with the competitive bidding
procedures and other requirements set forth in Section 1.148-5(d)(6)(iii) of the
Regulations.

Section 6. Administrative Costs of Investments.

(2) Except as otherwise provided in thjs Section, an allocation of Cross
Proceeds of the Series 2016 Note to a payment or receipt on a Nonpurpose Investment is
not adjusted to take into account any costs or expenses paid, directly or indirectly, to
purchase, carry, sell or retire the Nonpurpose Investment (administrative costs). Thus,
administrative costs generally do 1ot increase the payments for, or reduce the receipts
from, Nonpurpose Investments.

(b) In determining payments and receipts on Nonpurpose Investments,
Qualified Administrative Costs are taken into account by increasing payments for, or
reducing the receipts from, the Nonpurpose Investments. Qualified Administrative
Costs are reasonable, direct administrative costs, other than carrying costs, such as
separately stated brokerage or selling commissions, but not legal and accounting fees,
recordkeeping, custody, and similar costs. General overhead costs and similar indirect
costs of the City such as employee salaries and office expenses and costs associated with
computing Rebatable Arbitrage are not Qualified Administrative Costs

(c) Qualified Administrative Costs include all reasonable administrative
costs, without regard to the limitation on indirect costs stated in subsection (b) above,
incurred by:

(1) A publicly offered regulated investment company (as defined in
Section 67(c)(2)(B) of the Code); and

(ii) A commingled fund in which the City and any related parties do
not own more than 10 percent of the beneficial interest in the fund.

(d) For a Guaranteed Investment Contract, a broker’s commission paid on
behalf of either the City or the provider is not a Qualified Administrative Cost to the
extent that the commission exceeds the safe harbor amount specified in Section 1.148-
5(e)(2)(1ii}(B) of the Regulations.

Section 7. Records; Note Counsel Opinion.

(a) The City shall retain all records with respect to the calculations and
instructions required by this Letter for at least 3 years after the date on which the last of
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the principal of and interest on the Series 2016 Note has been paid, whether upon
maturity, redemption or acceleration thereof.

(b) Notwithstanding any provisions of this Letter, if the City shall be
provided an opinion of Note Counsel that any specified action required under this
Letter is no longer required or that some further or different action is required to
maintain or assure the exclusion from federal gross income of interest with respect to the
Series 2016 Note, the City may conclusively rely on such opinion in complying with the
requirements of this Letter.

Section 8. Survival of Defeasance. Notwithstanding anything in this Letter to the
contrary, the obligation of the City to remit the Rebate Requirement to the United States
Department of the Treasury and to comply with all other requirements contained in this Letter
must survive the defeasance or payment of the Series 2016 Note.

Very truly yours,

BRYANT MILLER OLIVE P.A

Received and acknowledged:
City of Palm Coast, Florida

L m ¢ Uﬂ_

Name Chi stopherM qu n
Title: Finance Director ‘\_\

Dated: April 20, 2016
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CERTIFICATE OF DELIVERY AND
APPLICATION OF PROCEEDS

I, the undersigned officer of City of Palm Coast, Florida (the “City"), DO HEREBY CERTIFY
that on the 20th day of April, 2016 the City delivered to Ameris Bank (the "Purchaser”), the
following described obligation of the City:

1. City of Palm Coast, Florida Utility System Refunding Revenue Note, Series 2016 in a
principal amount of $40,193,000.00, dated April 20, 2016, beating a fixed rate of interest equal to
2.48% and maturing on October 1, 2036.

2. Atthe time of delivery of the Note, there was received by the City from the Purchaser,
$40,168,000 (the "Note Proceeds” consisting of the par amount of the Note of $40,193,000 less the
Lender Fee in the amount of $25,000), as full payment for the Note.

3. The Note Proceeds, together with $3,763,431.26 of other legally available funds of the
City, shall be applied as follows:

Refunding and Prepayment of Utility System

Revenue Bonds, Series 2007 $43,794,880.01

Costs of Issuance (not including Lender’s Fee of

$25,000) 136,551.25
Total: $43,931,431.26

[Remainder of page intentionally left blank.]
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IN WITNESS WHEREOF, I have hereunto set my hand and seal this 20th day of April, 2016.

CITY OF PALM COAST, FLORIDA

(SEAL)
/B JonNETL

Mayoy

Virgima Smith
City Clerk
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RECEIPT FOR NOTE

RECEIPT IS HEREBY ACKNOWLEDGED of the following described obligation of the City
of Palm Coast, Florida:

$40,193,000 City of Palm Coast, Florida Utility System Refunding Revenue Note,
Series 2016 dated April 20, 2016, bearing a fixed rate of interest equal to 2.48% and

maturing on October 1, 2036.
AMERIS ng /%
By: /(

Name: GanﬁT .ubj (

Title: Senior Vice President

Dated this 20th day of April, 2016.
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CERTIFICATE AS TO
SIGNATURES, NO LITIGATION, INCUMBENCY AND OTHER MATTERS

The undersigned, Jon Netts, Mayor, Virginia Smith, City Clerk, Jim Landon, City Manager
and Christopher M. Quinn, Finance Director, of the City of Palm Coast, Florida (the “City”) in
connection with the jssuance this day by the City of the following described obligation of the City:

$40,193,000 City of Palm Coast, Florida Utility System Refunding Revenue Note,
Series 2016 dated April 20, 2016, bearing a fixed rate of interest equal to 2.48% and
maturing on October 1, 2036.

DO HEREBY CERTIFY to the best of our knowledge, after reasonable investigation, that:
1

The following terms in this Certificate shall have the following meanings (terms not defined
herein shall have the meanings set forth in the Note Legislation and the Loan Agreement, as
hereinafter defined):

“Bank” means Ameris Bank, Palm Coast, Florida.

“Loan Agreement” means the Loan Agreement by and between the City and the Bank dated
as of April 20, 2016.

“Master Resolution” means Resolution No. 2003-22 adopted at ameeting of the City Council
of the City on September 30, 2003, as amended.

“Note” means the obligation described above.
“Note Legislation” means, collectively, the Master Resolution and the Resolution.

“Resolution” means Resolution No. 2016-23 duly adopted at a meeting of the City Council of
the City on March 29, 2016.

11

Except as has otherwise been disclosed to the Bank, no litigation or other proceedings are
pending or, to our knowledge, threatened against the City in any court or other tribunal of
competent jurisdiction, State or Federal, in any way (i) restraining or enjoining the issuance, sale,
execution or delivery of the Note, or (ii) questioning or affecting the validity of the Note Legislation,
the Loan Agreement or the Note, or (iii) questioning or affecting the validity of any of the
proceedings for the authorization of the Loan Agreement or the sale, execution, issuance or delivery
of the Note.
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I

The representations and warranties of the City in the Note Legislation and Loan Agreement
are correct as of the date hereof.

v

The following is a correct list of the names of the members of the City Commission and of
the dates of expiration of their respective terms of office:

Term Expiration Dates

SECTION 1. Council Members

Jon Netts, Mayor November 2016

Bill McGuire, Council Member November 2016

Heidi Shipley, Council Member November 2018

Jason Delorenzo, Council Member November 2016

Steven Nobile, Council Member November 2018
\Y

The City has complied with all agreements and has satisfied all conditions on its part to be
observed or satisfied under the Note Legislation and the Loan Agreement.

VI

The Note Legislation been duly enacted or adopted, as the case may be, and has not been
repealed, revoked, rescinded or altered in any manner.

VII

The City is not in default, and has not been in default at any time after December 31, 1975, as
to principal of and interest on any of its indebtedness.

VIII

The representations and warranties made by the City in the Loan Agreement are true and
correct in all material respects on and as of the date hereof, no Default has occurred and is
continuing as of the date hereof or will result from the consummation of the Loan.
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IX

The Note is signed with the manual signatures of the undersigned Mayor and City Clerk of
the City.

X

The seal which has been impressed upon this Certificate is the legally enacted, proper and
only official seal of the City and such seal] has been imprinted upon said Note.

WITNESS, our hand and said corporate seal this 20th day of Apri}, 2016.

SIGNATURE OFFICIAL TITLE

Jon Netts, Mayor
City of Palm Coast, Florida

Virginia Smith, City Clerk
City of Palm Coast, Florida

Jim Landon, City Manager
City of Palm Coast, Florida

Christopher M. Quinn, Finance Director
City of Palm Coast, Florida

(SEAL)
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CITY CLERK'S CERTIFICATE REGARDING RESOLUTION NO. 2003-22

I, Virginia A. Smith, the undersigned City Clerk of the City of Palm Coast, Florida (the
"City"), DO HEREBY CERTIFY that attached hereto is a copy of Resolution No. 2003-22, adopted at
a meeting of the City duly called and held on September 30, 2003 (the “Resolution”) which has been
compared by me with the original thereof as recorded in the Minute Book of said City and said
Resolution is a true, complete and correct copy thereof. The Resolution has been duly adopted at a
meeting where a quorum was present and acting throughout and has not been further modified,
amended, supplemented or repealed, other than as amended and supplemented by Resolution No.
2013-40 adopted on May 21, 2013 and as supplemented by Resolution No. 2016-23 adopted on
March 29, 2016 and is in full force and effect as of the date hereof in the form attached hereto.

IN WITNESS WHEREQOF, I have hereunto set my hand and affixed the official seal of the

City as of the 20th day of April, 2016.
i o
Uiseend A S50

(SEAL) City of kﬂ*lm Coast, Florida
City Clerk
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RESOLUTION NO. 2003-22

A RESOLUTION OF THE CITY OF PALM COAST, FLORIDA
AUTHORIZING THE [ISSUANCE OF UTILITY SYSTEM
REVENUE BONDS, AUTHORIZING THE ISSUANCE OF NOT
[O EXCEED $156,000,000 UTILITY 5YS1 LM REVENUE BONDS,
SERIES 2003 TO FINANCE THE COST OF ACQUISITION OF
THE PALM COAST UTILITY SYSTEM AND THE MAKING OF
IMPROVEMENTS THERETO AND CERTAIN COSTS IN
CONNECTION THEREWITH; PLEDGING CERTAIN N&T
REVENUES OF THE UTILITY SYSTEM AND CERTAIN
CAPITAL FACIJL(TTES FEES FOR THE PAYMENT OF SUCH
BONDS; PROVIDING FTOR THE RIGHTS OF THE HCLDERS OF
SUCH BONDS; AUTHORIZING THE [SSUANCE OF SUCH
BONDS IN VARIOUS SERIES; DELEGATING THE AUTHORITY
TO ACCTPT AN INSURANCE COMMITMENT AND A
RESERVE  FUND INSURANCE POLICY COMMITMENT;
DELEGAING THE AUTHOXITY TO APPROVE THE FORM OF
AND THE DISTRIBUTION OF A PRCELIMINARY OFFICIAL
STATEMENT, AND TO DEEM THE PRELIMINARY OFFICIAL
STATEMENT FINAL; MAKING OTHER COVENANTS AND
AGREEMENTS IN CONNECTION THEREWITH]; REPEALING
OTHER INSTRUMENTS; AND PROVIDING AN EFFECTIVE
DATE.

NOW THEREFORE BE IT RESOLVED BY THE CITY COUNCIL OF THE CITy OF
PALM COAST, FLORIDA, AS FOLLOWS:

SECTION |, AUTHORITY FOR THIS RESOLUTION. This Resolution is adopted
pursuant to Chapter 139, Part I, and Chapter 168, Part L TFlorida Statutes, as amended, and
other apphcable provisians of Jaw (the “Act”).

SECTTON 2. DEFINITIONS. Unless the context olherwise requires, the terms used in
this Resclution shsll have the meanings specified 1y this Section 2. Words importing singular
nurnber shal) ivclude the plural number in each casc and vice versa, and words impos ting

persens shall nclude fiyms and corporations.

“Accreted Value™ shall mean, as of any date of computztion wilh respect to any Capital
Appreciation Bond, an amount ¢qual to the principal amount of such Capita) Apprecishion
Bond (the principal amount ab its initial offering) plus the interest acerued an such Capilal
Appreciation Bougd from the date of delivery to the original purchusers thereol Lo the laterest
Date nexl preceding lhe date of compulation or the date of compulation if an Interest Dale,
sich inlacest o aceree al a rale nol eaceeding the legdl rate, compounded semiannually, plus,
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with respecl to matters refaled Lo the payment upon redemption of the Capdtal Appreciabon
Bouds, »f such date of computanon shall rot be an Interest Date, a portion of the dilference
between the Accreted Value as of the immediately picceding Interest Date and the Accreted
Value as of the ymmediately succeeding Miterest Date, calculated based on the assumplion that
Acereled Value accrues during any semy-annual period in equal daily amounts on the basis of 2

360-day year.

"Acquired Obligations™ shall mean cash, direct non-callable obligations of the United
States of America and securities fully and unconditionally guaranteed as to the umely payment
of principal and interest by the United States of America, to which direct obligation or
guarantee the full faith and credit of the United Slates of America has been pledged, Refcorp
nlerest strips, CATS, TIGRS, STRPS, or defeased municipa) bonds rated AAA by S&f or Aaa
by Moody’s (or any combination thereof).

“Additional Parity Obligalions” shall mean additional obhgations 1ssued or incucred in
compbance with the terms, conditions ard lmitations contained herein and which (i) shall
have a lien on the Pledged Revenues equal to that of the Oulslanding Bonds and any Pariry
Contract Obligations, (ii) shall be payable from the Pledged Revenues on a parity wilh the
Qutstanding Bonds and any Parity Contract Obligaons, and (iii} shall rank equally in al) other
respecls with the Oulstanding Bonds and any Parity Contract Obligations.

“"Amortization histallment” shall mean an amount designated as such by Supplernental
Resolution of e Issucr and established with respect to any Term Bonds.

“Average Annual Bond Service Requiremenl’ shall mean, as of cach date on which a
Series of Bonds js issued, the total amount of Bond Service Requirement which is to become
due on all Bonds deerned 10 be Oulstanding immediately after the issuance of such Series of
Bonds divided by the total number of years (or which Bonds are deemed o be Qutstanding,
excepl thal with respect to any Bonds for which Amorhzation Installments have been
established, the amount of principal coming due an the final maturity dale with respect to such
Bonds shall be reduced by the aggregate principal amount of such Bonds that are to be
redeemed from Amortization Installmenis to be made in prior Bond Years.

"Band Anticipation Notes” shall mean noles of the Issuer issued in anlicipation of any
Series of Bonds and shall be secured by a first lien on the proceeds of the Bonds for which such
Bond Anticipation Notes werce issued.

"Bond Counsel” shall mean any attorney at law or O of attorneys of nalionally
recognized standing in matters perlaining to the cxclusion from gross income for federal
Lrcome ax purposes of interest on obligalions ssued by states and pelitical subdivisions, and
duly admitted to praclice law before the highest court of any state of the Uniled States of

Amerca.

“Bond lnsurance Policy” shall mcan ihe manicipal bond new issue insurance policy or
policies 1ssued by an [nsurer guaranieeng the scheduled payment of principal of and interest
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on any portion of such Series of Bonds when due as determined by Supplemental Resolution, if

Ally,
"Boad Scivice TFund” shall mean the Bond Service Tund created and estabhshed

pursuant (o Seqlion 16 of thus Resolution,

"Bond Service Requirerment” shall mean, for any Bond Year, at any tume, lthe amount
required to be deposiled in such Bond Year irto the Bond Service Yund, as provided heremn
ncluding, any Reimbursement Obligation. {n calculating such amounl, the Issnec shaltl subtract
therefrom any amounts to be transferred from the Praject Fund for the purpose of paying
wmierest on the Bonds. With respect 1o Vanable Rate Bonds which are aot subject to a Qualified
Ageeement, if any, the interest rale used to calculate the Bond Service Requirement shall be (i)
the actual rate on the date of calculation, oy 1f the indebtedness s not yel outstanding, the
inihal rate (if esiablished and binding), (ii) if the indcbtedness bas been oulstanding for at least
twelve monihs, the average rate over Uhe twelve months immediately preceding the date of
calcolation, and (i) (1) if the indebledress has been oulstanding for twelve monihs oy less, if
interesl on the indebtedness is excludable from gross income under the applicable provisions
ol the nternal Revenue Code, the most recently published Bund Buyer 25 Bond Revenue Index
(or comparable index if no longer published) plus (ifty (50) basis points, or (2) il interesi is not
50 excludable, the inlerest ratc on direct U.S. Treasury Obligations with comparable matarniiies
plus fifty (50} basis points; provided, however, that for purposes ol any rale covenant
measuring achsal debt service coverage during a test period, Variable Rate Bonds which are nol
subject o a Qualified Agreement shall be deemed to bear uilerest at the actual rate per annum
applicable during (e test pectod. If Bonds are Oplion Bonds, the dale or dates of tender shall
be disregarded, unless actually tendered and not remarketed, and the stated malurity dales
theceol shall be used for purposes of this calcularon, )f such Option Bonds are required (o be
paid [rom Pledged Revenues hereunder on such date of tendler. If the Issuer has entered (nlo a
Qualified Agreement wilh respecl {o cerlain Variable Rate Bonds Outstanding hercunder or to be
issucd hercunder, the interest coming due on such Variable Rate Bonds for purposes of this
defimtion shall be deemed to be based upon the synthetic fixed interest rate under the Qualihed
Agreement, withoul giving any regards fo fees and expenses incurred in conneclion with the

purchase ol a hqui(lit’y facilivy.

"Bond Year” shall mean Ihe period commencing on October 2 of the preceding year and
ending twelve months Iater an October 1.

“Bonds” shall mean (i) the Senes 2003 Bonds, and (3i) any Additional Pacity Obligations
issued hercafter vy accordance with the provisions hereof.

"Capital Appreciabon Bonds” shall mean the agpregate principal amount of the Bonds

that beac inlecest payable solely at maturity or upon redemption prior o malunity in the
amounis delermned by reference (o the Accreted Valoes, all as shall be delermined by

Supplementar Resolution of the Issuer. Ia the case of Capial Appreciation Bonds that are
converible to Bonds with iterest payaole prior to maturity or redemphon of such Bonds, such
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Bonds shall be consulered Capital Appreciahon Bonds only during the period of ime prior (o

such conversion,

"Cupiial Appreciation lacome Bonds” shall mean those Bonds inutially issued as Capital
Appreaation donds and which become Senal Bands when the original sssue amount and the
Accreted Value equals $3,000 principal amount or an integral multiple thercofl as delermined
by Supplemental Resolulion ol the Issuer.

“City Clerk” shall mean the Oity Clerk of the City.
“City Manager” shall mean the City Manager of the City.

“Connection lees” shall mean the charges imposed on those connecting lo the System
for the acrual cont of physically connecling into the System; provided, however, that
“Connecnion Fees” shiail nol include Sewer Sysiemn Capilal Facilities Fees or Water System
Capital Faerlines Tees.

"Consulting Engineers” shall mean one or more indeperident, qualilied and recognized
consulling cngingers or firm of consulting engineers having favorable repute, skill and
experience with respect 1o Lhe planning and operation of the System who shall be relained
from time o ime by the |ssuer,

“Contributions in Aid of Conslruction” shall mean any amount or item of money.
services, or property received by the Issuer, any portion of which is provided at no cost to the
Systern, which represents an addition or transler to the capital of the System, and hich 15
utilized to offser Lhe acquisition, improvement or construchion costs of the System.

"Cost of Operation and Maintenance” of the System shall mean the then cusrent
expenses, paid or accrued, in the operation, maintenance and repair of the System, as
calculated wn accordance with generally accepted accounting principles, including, but not
limited to, gemeral administrative and indirect labor costs, persona) services, contractual
services, repairs and maintenance, and materials and supplies, but shall not inclode expenses
not annually recurnng, any 1eserve for renewals and replacements, extraordinary repairs or
any allowance for depreciafion, any Bond Service Requirement, any payments jn lieu of laxes,
franchise fees or other ransfers.

"Credit Facibity” or “Credit Tacilities” shall mean either individually or collectvely, as
appropriate, any bond insurance policy, surety bond, letter of credit, line of ciedit, guaranty or
other insintment or insiruiments that would enhance the credit of the Bonds,

"Credit Facihiy Jssuer” or "Crecht Tacibity )ssuers” shall mean the provider or providers
of a Credn Faciiny or Credit Facilities

“Expansion Percentage” with respect (0 the Sewer System, shall mean thal number,
expressed as a percentage, which represenis that portion of the tolal cost of any Projcct or
Projects {manced from he procecds of Bonds which s attributable to avy improvements,
exiensions and additions (o the Sewer System, topether with all lands or inlecest therein,

).



mchiding plants, binldings, machimery, franchises, pipes, mawms, [ixtures, equipment and all
property teal or personal, tangible or intangible, herctofore or hereafler eonstrucled ot
acquired in otrler 1o meet the increased demand upan the Sewer Systern, whether actual or
anticipaied, cceated by new users connecting to the Sewer Svstemn, as shall be calculated or re-
calcufated by the Consulting Engincers and set forth in a cerhficate dehvered each hrne a Series
of Bonds are issued hereunder  Upon complelion of a Project, the Consulting Englieer shall
adjust the Expansion Percentage to take nto consideration proceeds expected to be utilized for
Project puipuses which G fact were not utilized for Project purposes,

“Lxpansion Percentage” with respect to the Water System, shall mean that number,
expressed as a percentage, which represents that portivn of the total cost of any Project or
Projects fuanced (rom lhe proceeds of Bonds which is atiributable o any improvements,
extensions and additions to the Water System, together with all Jands or interest therein,
including plants, buildings, machinery, franchises, pipes, mains, fixtures, equipment and all
property real or personal, tangible or iniangible, heretofore or hereafter construcied or
acquired in order lo meet the increased demand upon the Water System, whether actual or
anticipated, created by new users connecting to the Water System, as shall be calculated or re-
calcuinted by the Consulling Engineers and set forth in a cerlificate dehvered each time a Series
of Bonds are issued hereunder. Upon completion of a Project, the Considiing Cngineer shall
adjust the Expansion Percentage to take into consideration proceeds expected to be utilized for
Project purposes wluch i1 {act were not utihzed for Project purposes,

"Federal Securilies” shall rmean direct obligations of (including obligations issued o
held in book entry form on the books of} the Departiment of Treasury of the United States of
America or obligations guarantced as 1o principal or interest by the United Stales of America,
including, but not lisnited to, obligations of the Resoluhion Funding Corporation.

With respect to any Series of Bonds, he definition of Federal Securilies set forth above
may be further limited as set forth in a Supplemental Resolutian of the Issuer adopted prior to
the issuance of such Bonds.

"Financal Services Director” shall mean the Financial Services Director of the Cily.
"Financial Adwvisor” shall mean the [inancal advisor appointed Irom time Lo time by the
Issuer.

“Fiscal Year” shall mean the period commencing on Oclober 1 of each year and ending
on the next succeeding Seplember 30 or suich olher annual period as may be prescribed by Jaw

from time Lo litme fou the Issuer.
"Fitch” shall mean Fitch Ratings, and any assigns or successors thereto

"Cross Revenues” or "Revenues” shad nean all income and earnings. including
Connection Jiees, received by the Issuer or accrued lo the Issuer from the ownership, use or
operalion of the Sysiern and all parts thereol, moneys deposited fiom the Rale Slabilization
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Fund into the Revenue Fund in accordance wilh the terms hercofl, provided any moneys
transferred fiom the Rate Stabilization Fond mio the Revenue Fund within 90 days lollowmng
the end of a Fiscal Year mmay be designated by the Jssuer as Gross Revenues of such pnor Fiscal
Year, and shal also inciude invesiment icame, 1 any, carned on any fund or accoun created
pursuant (o this Resolutior, excepl the Rebate Fund. the Sewer System Capital Facibiies Fee
Fund, the Walcer System Capital Facilities Fee Tund. and also including any income or camings
(ncludmg investment income) decived (rom the System in any poor Fiscal Year and which 1s
redeposited into the Revenue Fund, all as calcwated in accordance with generally accepted
accounnng priaciples, and any payment recerved by the lssuer as contemplated (n Section 28
hereol, but "Gross Revenues” or "Revenues” shall not include proceeds from the sale or olher
dispositian of the Systern or any part thercof, condemnation awards ¢r proceeds of insurance
cecetved with respect to the System and moneys deposited to the Rate Stabilization Tund from
the Surplus Fund, includung any moneys transierred from the Surplus Fund to the Rale
Stabilization Fund within 90 days (ollowing the end of a Fiscal Yeac which the lssuer
delecrmines not to be Cross Revenves of such prior Fiscal Year, Contribulions in Aid of
Construction, Sewer Systern Capital Facjlities Fees, Water System Capual Facililies tecs, or
unrealized gains oc losses front mvestments,

"Houdey” or “Bondhalders “or any similar teren shall mean any persons who shall be the
registered owner of any outstanding Bonds,

“Insurer” shall mean, with respect lo any Series of Bonds, sach Person 35 shall be
insucing or guaranteeing the scheduled payment of principal of and intecest on such Series of

Bonds, when due.
“Inlerest Account” sha!l mean the special account of the same name created within the

Bond Service Fund.

"Interest Date” or “interest payment date” shall be such dale or dates {or the payment of
inlerest on a Series of Bonds as shal) be provided in Seclion 6 hereof.

“Tssver” or “City” shall mean The City of Palm Coast, Florida.

"Maximum Bond Service Requirement” shall mean, as of any particular date of
calculation, the greatest amount of aggregate Band Service Requirement (oc the then current ue
any future Bond Year, except thal with respeci to any Bonds for which Asnortizalion
Installments have been established, the amount of principal coming due on the final marurity
date with respect to such Bonds shall be reduced by the aggrepale prinapal amount of such
Bonds 1hat ace 10 be sedeemed fram Amornzaion Instaliments which were (o be made i prior

Bond Years,

"Mayor” shall mean ithe Mayor af the City as provided in the City of Palm Coast
Charter

"Moody's” oe "Moady’s Investors Service™ shall mean Moody’s Investors Secvices, Inc.,

and any assigng or successors theselo.
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"Nel Revenmuns” of the System shall mean the GCross Revenues or Revenues, after

deduchion of the Cast of Operation and Mainlenance.

"Option Bonds” shall mean Bonds subject to tender for pagment pricr 1o theit maburity

at lhe option of the Flslder theeol.
"Oulsianding” or "Bonds Outstanding™ shall mean all Bonds which have been issued
pursuant to tus Resolution. uxcept:
() Bonds canceled alter purchase in the open market or because of payment at
or redemption prios to mahnily;

(1) Bonds for the payment or redemption of which cash funds or Acquired
Obligations or any combination thereof shall have been theretolore irrevocably set aside in 2
special accounl with an esciow agent (whether upon or piior lo the maturity or redemption
date of any such Bonds) v an amount which, together with earnings on such Acquired
Obligations, will be sulficient Lo pay the principal of, interest on and any redemption premium
with respect to such Bonds at matunty or upon their earlier redemption; provided thal, if such
Bonds are to be redeemed before the malunty thereof, nolice of such redemption shall have
been given according to the requirements of this Resolution or irrevocable instruchions
directing the limely publication of such notice and direching the payment af the principal of
and interest on all such Bonds at such redemption dates shall have been given, and

(in) Bonds which are deemed paid pursvant to this Resolution or in lieu of
which other Bonds have been issued under Sections 11 and 13 hereof.

"Partty Contract Obhgation” shall have the meaning set forth in Seclion 28 hereof.

"Parity Contract Obligahon Account” shall mean the specjal account of the same name
created wiihis the Bond Service Fund.

"Paying Agent” shall mean any paying agent for Bonds appointed by or pursuant io a
Supplemental Resolutinn and its successors or assigns, and any other Person which rnay at any
time be subatituted in its place pursuant to a Supplemental Resolution. Once appointed, no
resignation or removal of the Paying Agent shall become effective until a successor has been
appointed and has accepted the duties of Paying Agent. Each of the Insurers of Bonds. if any,
shall be furmished with woilten notice of the resipnation or removal of the Paying Agent and
the appointment of any successar thereto.

"Permutted Investments™ shall mean inveshments permitted by applicable law and the
Issuer’s written investmenl policy, if any, as may be further Jinuted as set forth 10 a
Supplementat Resolution of the Issucr,

"Person’ shall mean an individual, o corporation, a partnership, an association, a joul
stock company, 8 lrusl. any unincorporated organizalion or governmental entity.

"Pledged Revenues™ shall mean (1) the Nel Revennes of the System, (i1) the Sewer

system Capital Facihiies Iees, (iii) the Water System Capital TFacilinies Fees, and (1v) wtil
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applied in accordonce with this Resolution, the moneys on deposit in the vanous funds and

accounts crealed puesuant o this Resolution, excepl (A) as ‘wr the Rebate vund, (B) 1o the
extenl moneys therein shall be required 10 pay the Cozt of Operation and Mawmlenance in
accordance with the terms hereol, and (C) to the extent moreys o depasil i a subaccount of
the Reserve Fund shali be pledged solely (or the payment of tie Series of Bonds for which it
was established in accordance with the provisions hereof.

"Principal Account” sha'l mean the special account of the same name created within the

Bond Service Fund.

"Project” or “Projects” shall mean any aclual, proposed or potential acquisition, addition,
extension, supplement, or replacement of the System or joint ownership of sunilar properties or
any ioleres! therein or any right 1o use the capacity ftom any facilities or services thereol, or
any other lawful purpose related o the System, all as deirrmined by the lssuer and in
accordance with plans and specifications on file oy to be filed wiih the Issuer.

2003 Project” shall mean the Project authon.ed to be fwanced with the procceds of the
Serics 2003 Bonds, consisting of acquiring the Palm Coast Utibty System certoui waler
treatment plant improvements, expansion of an existing wastewalec teeatment (acibity and
certain additions, extensions and improvements thereto.

“Project Costs” shall mean all costs authorized to be paid from ihe Project Fund
pursuant to Sechian 18 hereol to the extent permitted under the laws of the Stale. li is intended
that this delinition be broadly constrnied to encompass all costs, expenses and liabilities of the
[ssuer rejated to the System which on the date of this Resolution oy in the future shall be
permitted to be funded wilh the proceeds of any Series of Bonds pursuant te the laws of the
Slate.

"Project Fund"” shall meon the Project Fund crealed and established pucsuant to Sechon

16 of this Resoluhian.

“Prudent Utility Practice” shall mean, in respect ol any particulay municipal utlity
industry, any ol the practices, methods and acts which, in the exercise of reasonable judgment,
in lighr of Ihe facts, {ncluding but naot limited to the practices, methods and acts engaged in o1
approved by a significant portion of such vlility indusiry prior therelo, known at the lime the
decision wzs made, would have been expected (o accomplish the desiced result al the lowest
reasonable cost consistent wyth reliabuily, safery, and expedition. Tt s cecognized that Prudent
Utility Practice is not intended (o be himited to the optimum picctice, mathod ar act (o the
exclusion of all others, but rather s a specimim of possibie praciices, methods or acts which
could have been expecled (o accomplish the desired resolt at the lowest reasonable cost
consistent with cehability, safety and expedition.

"Qualified Agreement” means, to the exlent (rom hme to time permiatied pursuant (o
law, anty contiact or contracls, i whole o1 in pavt, basis on the nterest rate, curcency, cashilow,
or other hasis desned by the Issuer, including, wathoul hiowtanen, contracts commonly known
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as currenl or forward inlerest rate swap or swaplion agreements, clYrency swap agreernents,
forward payment conversion agreements, [ulures, or contracts providing for payments based
on levels of. or changes in, interest rates, currency exchange rates, stock or uther indices, or
conlracts to exchange cash flows or a senes of payments, or contracts, including withoul
Umitation, interest rate floors or caps, aphions, puts or calls to hedge payment, currency, rate,
spread, or similar exposure. ‘The conlracls or arrangemenis may also be entered into by the
[ssuer in coanection, with or incidental to, enferug into Ar mamtaining any agreement which
secures all or a pornon of the Bonds.

"Qualilied Agreement Provider” means, an entity whose senior long lerm oblipations,
other senmor long lerrn obligations or cJaims paying ability or whose payment obhigations under
a2 Qualified Agreement are guatanteed by an entity whose semor long lerm debt obligabons,
other senjor unsecured long term obligations or claums paying ability are rated at the time of
execution of such Qualified Agreement either (i) at least as high as A3 by Moody's, and A- by
S&P, or the equivalent thereof by any successor {hereto for so long as such rating agency is
then matntaining a rating an the Bonds Outstanding, or (i1) any such lower rating categories
which each such ranng agency then maintamning a rating on the Bonds Outstanding indicates
in writing to the Issuer will not, by itself, result in a reduction or withdrawal of its ratog on lhe
Bonds Oulstanding that is in effec! prior to entering into such Qualified Agreement.

"Qualified Independent Consultant” shall mean one or more qualified and recognized
independent consultants, having favorable repute, skill and experience with respect to the acts
and duties of the Qualified Independent Consultant to be provided to the Issuer, as shall lzom
time to time be retaired by the Issuer to perfarm the acts and carry out the duties herein

provided lor such consultants.

"Rate Stabilization Fund” shall mean the "Rate Stavilization Fund” established pursuant
to Section 16 (1) hereof.

"Rebate Fund” shall mcan the Rebale Fund created pursuant to Section 31 of this
Resoludon.

"Record Date” shall mean each date that is 15 days pricr to an interest payment date.

"Redemptinn Account” shall mean the special account of the same name created within

the Bond Service Fund

"Refunding Bonds" shall mean that amount of any Series of Bonds, the proceeds of
which will be applicd to the refunding of any previously issued Bands.

"Registrar™ shall mean any regisirar for the Bonds appointed by or pursuant to
Supplernental Resolulion and 1ts successors and assigns, and any other Person which may at
any hime De subshituted in its place pursuant te Supplemental Resolution. Once appointed, no
resignatjon or removal of the Repisirac shall become effeclive until a successor has been
appoinled and has accepted the duhies of Registrar,  The Jnsurers of Bonds shall be furnished



with writlen notice of the resignation or removal of the Registrar and the appointment of eny

successor thereto.
"Rexmbursement Obhigation” shall have the meaning set forth m Section 29 hereof.

“Renewal, Replacement and Improvement Fund” shal. mean the Renewal, Replacement
and Improvement Fund created and established pursuant to Section 16 of this Resolution.

"Reserve Fund” shall mean the Reserve Fund created and established pursuani lo
Section 16 of this Resolution,

"Reserve Fund Insurance Policy” chall mean an insurance policy or surety bond
deposited in the Reserve Fund in lieu of oc in subslitution for cash on deposil therein pursuant
10 Section 20(B)(2) hereol.

"Reserve Fund Letter of Credit” shall mean an unconditional irrevocable letter of credit
or line of credit (other than a Reserve Fund Insurance Policy) deposited in the Reserve Fund in
liew of or in subshtution for cash on deposit therein pursuant to Seebon 20(B)(2) hereol.

"Reserve Requirement” shall be the lesser of (i) the Maximum Bond Service
Requirement, (1) 125% of the Average Annual Bond Service Requirement, or (iij) the largest
amount as shall not adversely affect the exclusion of interest on the Bonds [rom gross income
for Federal income tax purposes; provided, however, thie (ssuer may establish by Supplemental
Resolution a differenl Reserve Requirement for a subaccount of the Reserve Fund which
secures a Series of Bonds pursuant to Section 20(B)(2) hercol. In compuling the Reserve
Requirement in accordance with clause (i) of this defiulion In respect of any Capital
Appreciation Bonds, the principal amount of such Bonds shall be the original principal amount
thereof, not the Accreted Value,

"Resolubon™ shall mean this Resolution as {rom time 0 bme may be amended or
supplemented by Supplemental Resolulion, in accordance with the terms hereof.

“Revenue Fund” shall mean the Revenue Fund created and esiablished pursuant te
Section 16 of this Resolution

“Separalely Financed Project” means any Project described as such in Seclion 27 hereof,
"Serial Bonds” shall mean all of the Bonds other than Term Bonds.

“Series” or “Series of Bonds” or "Bonds of a Series” shall mean all Bonds designated as
being of the same Serics jssued and delivered on original issuance in a simultaneous
transaction, and any Bonds thejeafter delivered w lreu thereof or in substitution therefor
pursuant to his Resolutivon.

“Series 2003 Bonds” shall mean the Issuer’s Utiity Systemn Revenuve Bonds, Serivs 2003,
the praceeds of which will be applied to (inance the cost of he 2003 Project, fund the Ruscrve
Requirement for the Senes 2003 Bonds and to pay all or a poruon of the costs of issuing the
Series 2003 Bonds.
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"Sewer Systen” shall mean the complete sewer system now owned, operated and
mawntained by the issuer and which the lssuer is, or shall be responsible for mawmntaining,
together with any and all acqusitions, improvements, exicnsions and addilions thereto,
herealier constiucied or acquired, together with all lands or interests therein, incuding plants,
bulddings, machwnery, {ranclvses, pipes, maing, Hixtures, equipment and all property, real or
personal, tangible or intangible (including agrecments for the providing of such services), now
or hereafter consiructed and/or owned or used in connection therewith,

“Sewer System Capilal Facilities Fees' shall mean the impact fees, if any, imposed by the
[ssiier upon and collected from new users of the Sewer System which represent an equutable
share of the capial costs of the Sewer Systern which are atiributable to the increased demand
such additionsl cornections ereate upon the Sewer Systern. The term "Sewer System Capital
Facihlies Fees” in each Fiscal Year shall not include any amounls in excess of the Bond Service
Requirement for such Bond Year multiplied by the Expansion Percentage.

"Sewer System Capital Facilines Fees Fund” shall mean 1he Sewer System Capital
Facihices Fees Fund created and established pursuant to Sechon 16 of this Resolubion.

“Siate” shall mean the State of Florida.

“Siandard & Poor’s” or “Standard & Poor’'s Corporation” or "S&P” shall mean
Standard and Pooc’s Ratings Group and any assigns and successors thereto.

“Subordnated Debt" shall mean any obligations payable on a junior, mlerior and
subordinale basis under Secion 20(B) hereol. "Subordinated Debt” shall include, bul shall not
be Jimiled 10, (i) Subordinated Contract Obligations, (ii) payments to a Qualified Agreement
Provicder pursuant to a Qualified Agreement which the lssuer has designated as Subordinated
Debt, (i) Retmbursemnent Obligations, and (iv) any other obligations payable from any of the
Pledged Revenues on a junior, inferior and subordinate basis lo the Bonds.

"Subordinaled Debt Service Fund” shall mean the Subordinated Debt Service Fund.

“Supplemental Resolution” shall mean any resoludon of the Issuer amending or
supplementing 1his Reso]ution enacted angd becoming effective in accordance with the terms of
Secrions 22 and 23 hereof.

"Systemn’ or "Utility System shall mean, colleclively, the Water Sysiem and the Sewer
System of the Issuer. Upon complhance with the provisions of Section 26 hereof, the term
"System” may be deemed 1o include other utility functions added Io the System, including, but
not Jimiled to a stormwater syslen, a residential reuse system, the acquisition, distribution and
sale of natural gas, the providing of electricity, the providing of cable television services, the
providing of tclecommunicaiion services or other utility functions thal are authonzed {rom
hme to kme pursuant to the Acl. Nolwithstanding the (oregoing definition of the term System,
such term shall nat wclude any properties or inlerest 1n propecties of the Issuer which the
Issuer derermines shall not constitule a part of the Sysiem for the puipose of this Resolution.

JA Bonds N City ac IP30m Coasti6119,03 WS\ Reso &.do

-1 1-



"Term Uonds” shall mean the Bonds other than Serial Bonds which shall be stated to
mature on one date, and shall have such Amaoitization Installnmenis, as sha.. be determined by

Supplemenial Resolution of the ssuer.

“Underwriler” or "Urderwrilers” relating 1o the Senes 2003 Bonds shall mean Prager,
Sealy & Co., LLC, Banc of America Securities LI.C and Raymond James & Associates, Inc.

“Variable Rsle Bonds™ shal) mean oblgations 1ssued with a variable, adjustable,
convertible or other similar rale which s not fixed 1n percentage at the date of issue for the
entire term thereof as shall be determined by Supplementa! Resoluljon of the Issuer.

"Waler System" shail mean the complete water system now owned, operated and
maintained by the Issuer or which is proposed to be acquircd by and operated and maintained
by the Issuer and which the Issuer is, or shall be responsible for mantaining, logether with any
and all acquisicons, improvements, extensions and addilions liereto, hereafter construcled or
acquired, together with all lands or nieresls theremn, including plants, buldings, machinery,
franchises, pipes, mains, fixtures, equipment and all property, real or persona), tangible or
intangible (including agreements for the providing of such services), now or hereafter
constructed and/or owned or used in corncction therewith.

"Water System Capital Facilities Fees” shall mean the impacl [ees, if any, imposed by the
Issuer vpon and collected from new users of the Water System which represent an equitable
share of the capital cosis of the Water System which are attributable lo the increased demand
such additonal connections create upon the Water System. The term "Water System Capital
Faciliies Fees" in cach Fiscal Yeor shall not include any amounts i1 excess of the Bond Service
Reguirement {or such Bond Year muliiplicd by the Expansion Percentage.

“Watey System Capital Facilities Fees Fund” shall mean the Water System Capital
FaciliHes Fees Fund created and established pursuant to Section 16 of this Resolution.

The terms "herein,” “hereunder,” "hereby,” "hereto,” "hereoi” and any similar terms shall
refer 1o this Resolution; the term "heretofore” shall mean before the dale of adoption of this
Resolution; and (ke term “hereaflec” shall mean after the dale of adoplion of this Resolution.

Wards importing the masculine gender include every other gender. Words importing
the singular puinber include the plural number, and vice versa.

SECTION 3. FINDINGS. ltis heveby ascertained, determined and declared that:

(A) On April 15, 2003 the lIssuer duly adopted Resclution 2003-07 (the “Original
Resoluhon”) which authorized the issuance of its Utility System Revenue Bonds in an
aggregate amount notl (o exceed $150,000,000

(B) In order to accommodale commenis received by the lssuer fiom the rating agencies
rating the Serics 2003 Bonds and the Ciedit Facility lssuer providiag the Credit Facility Issuer
for such bonds, 11 1s necessary and desirable to amend the Original Resotulion in certain
respects and restale the Onginal Resolution, as amended, in it entiiety.
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(C) 1t 15 m the best interest of the health and welfare of the residents of the City and
other users of the waler and sewer system currenlly owned by Florida Water Services
Cocporstion to acquire such water and sewei system and use the peoceeds of the Series 2003
Bonds to pay the acquisilion price and pay other Project Cosls.

(D) Upon acquisition ol the Uity System by whatever means, the lssuer will own,
operate and maintain the System and will denve cerlamn revenue from rales, fees, remals and
other charges made and collected for the services of such System, which such revennes are not
now pledged or encumbered in any marner. It serves a paramount public purpose and is in
the best interests of the Issuer, the residents thereof and the other curren( users of the water
and sewer system lhat the Issuer authorize ihe issuance of the Series 2003 Bonds for the
acquisition of the Syslem and constructing and acquiring certain additions, extensions and
improvements to the Utility Systern as more particularly described herein

(E) The [ssuer deems it necessary and in its best interes] jo provide lor the acquisition

and improvemenl of the Utility Systern

(F) The costs assudiated with issuance of the Svrics 2003 Bonds shall be deemed lo
include, but not hmiled lo, legal (ees and expenses, engincering expenses, fiscal expenses,
underwriting fees and expenses, rating agency fees, expenses for estimales of costs and of
revenues, accounting expenses, municipal bond insurance premiums, surety palicy premiums,
if applicable, custs of printing, fees and expenses for the escrow agent, fees and expenses for
the paying agent and registrar, fees and expenses for verification, accrued and capitalized
interest, provisions for reserves, and such other fees and expenses as may be necessary or
incidenta) for the financing herein authorized.

(G) As of the issuance of the Series 2003 Bonds, the Pledged Revenues will be pledged
to secure the repayment of only the Series 2003 Bonds

(H) Any Series of Bonds, after the issuance of the Series 2003 Bonds, shall be issued
upon approval by Supplemental Resolution of the lssuer and compliance with the terms
hereof. The proceeds of any Series of Bonds shall be applicd as provided in a Supplemnental
Resolution.

(1) The principal of and interest snd redemption premium on the Series 2003 Bonds and
all reserve and other payments shall be payable solely from the Pledged Revenues. The Issuer
shall never be required to levy ad valorem taxes on any real or personal peoperty thereun 1o
pay the principal of and interest on Uie Bonds herein authornzed or to make any olher
payments piovided for herein. The Bonds shall not constitute 2 lien upon any propesties
owned by or located within the boundaries of the Jssuer or upon any property ather than the
Pledged Revenues.

(J) The Pledged Revenues should be sufficient to pay all principal of and interest and
redempbon premium on (ne Series 2003 Bonds 1o be ssued hereonder, as the same become
due, and 10 mzke all required deposils or payments requiced by this Resolution. The Series
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2003 Bonds are a lunded indebledness to be paid from the Pledged Revenues within the
ineaning of Section 7(3)(c) of the City’s Charter.

SECTION 4. AUTHORIZATION OF THE 2003 PROJECT. There is hereby
authorized the 2003 Project.

SECTION 5. THIS RESOLUTION TO CONSTITUTE CONTRACT. In consideration
of the acceplance of the Bonds authorized 10 be issued hereunder by those who shall hold the
same from hume to time, this Resolution shall be deemed to be and shall constitule 2 contraci
between (he Issuer and such Holders. The covenants and agreements herein sel forth to be
performed by the lssuer shall be for the cqual benefit, protection and security of the legal
Holders of any and all of the Bonds, all of which shal} be of equal rank and without preference,
priorily or distinction of any of the Bonds over any otlier thereof, excepl as expressly provided
therein and herein.

SECTION 6. AUTHORIZATION OF BONDS. Subject and pursuant [0 the
provisions hereof, obligations of the (ssuer to be known as "Ulility System Revenue Bonds”
which may be issued from time 1o time are hereby autharized to be issued. The aggregale
principal amount of the Bonds wlich may be executed and delivered under this Resolution is
nat limited excepl as is or may hereafter be provided in this Resolution or as limited by the Act
or by law.

The Bonds may, 1f and when authorized by the [ssuer pursuant to this Resolution, be
issued 1n one or more Series, with such further appropriate particular designations added 10 or
incorporaled in such ttle for the Bonds of any particular Series as the Issuer inay determine
and as may be necessary to distinguish such Bonds from the Bonds of any other Series. Each
Bond shall bear upon its face the designation so determined for the Series Yo which 1t belongs.

The Bonds shall be 1ssued for such purpose or purposes; shall bear interest at such rale
or rates nol exceeding the maximum rate permitted by law; and shall be payable in lawful
money of the Uruted States of America on such dates; all as determined herein or by

Supplemental Resolution of the lssuer.

The Bonds shall be issued in such denominations and such form, whether coupon or
registered; shall be dated such date; shall bear such numbers; shall be payable at such place or
places; shall contain such redemption provisions; shall have such Paying Agents and
Registrars; shall mature in such years and amounts; and the proceeds shall be used in such
manner; all as determined by Supplemental Resolution of the lssuer, and, in the case of the
Series 2003 Bonds, by Section 7 hereof. The lssuer may issue Bonds which may be secured by a
Credit Faality or by 2 Bond lnsurance Policy of an Insurer all as shall be determined by
Supplemenital Resalation of the Issuer,

SECTION 7. DESCRIPTJON OF SERIES 2003 BONDS. The Series 2003 Bonds are
hereby aulhorized 1o be 1ssued in Lhe aggregite prinapal amouni of not 1o exceed $130,000,000,
m fully registered form w:thout coupons; may be Capital Appreciation Bonds, Seyial Bonds or
Termy Bonds; shall be dated; shall be numbered consecutively from one upward in order of
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maturity preceded by the Jetter "R s Serial Bonds or Term Bonds, and preceded by the letters
"CABR" if Capital Appreciahan Bonds; shall be in the denominaion of $3,000 each, or integral
multiples thereol {or the Serial Bonds and Term Bonds, and m $5,000 Acaicied Values at
maturity for the Capital Appreciabon Bonds or in $5,000 multiples ihereof, or such other
denominations as shall be approved by the lssuer in 3 Supplemental Resolution prier ‘o the
delivery of the Senes 2003 Bunds, shall bear wnteresi 3t such rate or yotes pot exceeding he
maximum rate allowed by State )aw, the actual rate to be approved by the governung body of
the Issuer prior to or upon the sale of the Series 2003 Bonds: such interest to be payable
semianpually at such times as are fixed by Supplemental Resoluhan of the Issuer if Serial
Bonds or Term Bands or payable at marunty if Capital Appreciation Bonds, and shall mature
annually on such date in such years and such amounis as will be fixed by Supplemenial
Resolution of the Issuer prior 16 or upon the sale of the Series 2003 Bonds; and may be 1ssued
with variable, adjustable, convertible or oiher rates with original issue discounts and as 2ero
coupon bonds; all as the Issuer shall provide herep o) hereafter by Supplemental Resolution.

Each Seria) or Term Bond shall bear interest {rom the interest payment dale next
preceding the date on which it is aulhenticaled, unless authenticated on an interest payment
date, in which case il shall bear mlerest from such interest payment dale, or, unless
authenticated prior to the first interest payment date, in which case it shall bear milerest from
its date; provided, however, that if at the ime of authentication, payment of any mterest which
is due and payable has not been made, such Serial or Tertn Bond shall bear interest from the
date to which interest shall have been paid.

Each Capital Appreciation Bond shall bear interest only at maturity or upon redemption
prior to makurity i1 the amount determined by relerence to the Accreted Value.

The principal of and the interesl and redemption presmium, if any, on \he Series 2003
Bonds shall be payable in any ¢oin or currency of the United Slates of America which on the
respective dates of payment thereo! is legal tender for the paymient of public and private debts.
The interesl on the Serial ar Term Bonds shal) be payable by the Paying Agent on each interest
payment date, or the first business day following an interest payment dale if such interes
payment date is not a business day, to the person appearing on the registration books of the
Issuer herewnalter provided for as the registered Holder thereof, by check or draflt mailed 1o
such registered Holder at his address as 1t appears on such yegistrahon books or by wire
transfer to Holders of $1,000,000 or more in principal amount of the Series 2003 Bonds
Payment of the pnincipal of all Serial or Term Bonds {(reduced by any Amortization
Installments previously paid by the Issuer on any Term Bonds) and the Accreied Value with
respect lo the Capilal Appreciation Bonds shall be made upon the piesenlabon and surrender
of such Scrias 2003 Bands as the same shali became due and payable,

As long as any Scries 2003 Bonds ave oulstanding i book-entry form, the provisions of
this Resolution inconsisient with such system of book-enty registration shall not be apphcable
ko such Series 2003 Bonds, and the lssver covenanis to cause adequate records to be kept with
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respect to the ownership of any Senes of Bonds issved in book-entry form or the benelicial

ownership of bonds issued w1 the name of a nominee,

SECTION 8. IXECUTION OF BONDS. The Bonds shall be signed by, or bear the
facsimile signalure of the Mayor and shall bu aitested by, or bear the facsimle ignature of, the
City Qlerk, and a {acsymile of the official seal of the Issuer shall be imprinted on the Bonds.

b case any officer whose signature or a facsimile of whosc signatare shall appear on
any Bonds shall cease (o be such officer before the delivery of such Bonds, such signature or
such facsimufe shall nevertheless be valid and sufficient for al) purposes the same as if such
person remained in office unlil such delivery. Any Bond may bear the facsimile signature of ot
may be signed by such persons who, al the actual time of the execution of such Bond, shall be
the proper officers to sign such Bonds although, at the date of such Bond, such persons may not

have been such officers.

SECTION 9. AUTHENTICATION OF BONDS. Only such of the Bonds as shal} have
endorsed thereon a certificate of authentication substantially in the form hereinbelow sel forth,
duly executed by the Registrar, as authenticating agent, shall be entitled to any benefit or
security under this Resolution. No Bond shall be valid or obligatory flor any purpose unless
and until such certificate of authenticabon shall have been duly executed by the Regisirar, and
such certificate of ihe Registray upon any such Bond shall be conclusive evidence that such
Bond has been duly authenticated and delivered under this Resolution. The Regisirar’s
certificate of authentication on any Bond shall be deemed to have been duly executed If signed
by an authorized officer of the Registrar, but it shall not be necessary that the same officer sign
the certificate of authentication of all of the Bonds that may be issued hereunder al any one

time.

SECTION 10. EXCHANGE OF BONDS. Any Bonds, upon surrender thereof at
the designated corporale \rust office of the Registrar, logether with an assignment duly
execuled by the Bondholder or his attorney or legal representative in such form as shall be
satisfactory to the Registrar. may, at the option of the Bondholder, be exchanged for an
aggregale principal amouni of Bonds of the same Serjes equal to the principal amount of the
Bond or Bonds so surrendered.

The Registrar shall make provision for (he exchange of Bonds at the designated
corporate trust office of the Regtstrar

SECTION 1). NEGOTIABILITY, REGISTRATION AND TRANSFER OF
BONDS. The Registrar shall keep books {or the regisiration of and far Ihe registrabon of
transfers of Bonds as provided in this Resolution. The transfer of any Bonds may be regisiered
only upon such books and only upon surrender thereof to the Registrar together wilth an
assignment duly executed by the Bondholder or his attorney or legal representative in such
forin 25 shall be saticfaciory 1o 1he Registrar. Upon any such registration of transfer, the Issuer
shall execute and the Regisirar shall authenticate and dediver in exchange for such Bond, a new
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Bond or Bonds vegistered in the name of the transferee, and iy an aggregate princaipal amount
equal lo the principal amount of such Bond or Bonds so suriendered and of the same Series.

I all cases in which Bonds shall be exchanged, the Issuer shall execute and the
Registrar sha)f authenticate and deblve:, ai the earhest practicable time, a new Bond ar Bonds of
the same lype (c.g., Serial Bonds will be exchanged for Serial Bonds and Capital Appreciahion
Bonds wil! be exchanged for Capital Appreciation Bonds) and of the same Series in accordance
with the prowisions of this Resolution.  All Bonds susrendered in any such exchange or
registration of transfer shall forthwith be canceled by the Registrar, The Issuer or the Regisirar
may make a charge for every such exchange or registration of transfer of Bonds sufficient to
reimburse it for any tax or other governmental charge required o be paid with respect (o such
exchange or registration of (ransfer, but no other charge shall be made to any Bondholder {or
the privilege of exchanging or registering the transfer of 8onds under the provisions of Uis
Resolution. Neither the Issuer nor the Registrar shall be required lo make any such exchange,
registration or transfer of Bonds after the Record Date.

SECTION 12, OWNERSRHIP OF BONDS. The person in whose name any Bond
shall be registered shall be deemed and regarded as the absolule owner thereof for all
purposes, and payment of or on account of the principal or redemgption price of any such Bond,
and the interest on any such Bonds shall be made only to or upon the order of the registered
owner thereofl or his Jegal representative. Al such payments shall be valid and effeciual to
satisfy and discharge the Jiability upon such Bond including the premium, if any, and interest
thereon to the extent of the sutn or sums so paid.

SECTION 13. BONDS MUTILATED, DESTROYED, STOLEN OR LOST. In
case any Bond shall become mutilated, or be desiroyed, stolen or Jost, the Issuer may, in ils
discrehion, cause to be execuled, and the Registrar shall authenticate and deliver, a new Bond
of tike date and tenor as the Band so mutilated, deslrayed, stolen or lost (e.p., Serial Bonds shall
be issued in exchange for Serial Bonds and Capital Appreciation Bonds shall be issued in
exchange for Capital Appreciation Bonds) in exchange and substitution for such mutialed
Bond upon surrender and cancellation of such muhlated Bond or wn Jieu of and subsfitution for
the Bond destroyed, slalen or lost, and upon the Holder fumishing the Issuer and the Registrar
proof of his ownership thereol and satisfactory indemnity and complying with such othey
reasonable regulations and conditions as \he Issuer and the Registrar may prescribe and paying
such expenses as the Issuer and the Regsivar may incur.  All Bonds so surrendered shali be
canceled by the Issuer. If any of the Bonds shall have matured or be about lo mature, instead of
issuing a substitule Bond, the Jssuer may pay the same, upon being inderuilied as atoresaid,
and if such Bond be lost, siolen ar destroyed, wilhoul surrendet thereol.

Any such duplicate Bonds issued pursvant to this Seciion 13 shail consbtute originaj,
additional contractusl obligations on the past of the Issuer whelher or not the lost, stolen or
destroyed Bonds be at any une found by anyone, and such duphcale Bonds shall be entitled to
equal and prupartinnale benefits and rights as 1o hen on and source and security for payment
from the funds, as hereinalier pledged, to the same extent as all other Bonds 1ssued hereunder
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SECTION 14. PROVISIONS FOR REDEMPTION. The Bonds shall be subject
10 tedemplion pyior to their maturity, at the option of the Issuer, at such tmes and in such
inanner as shall be fixed by Supplemental Resolution of the Issuer prior to or al the time of sale
ol the Bonds.

NoHhce ol such redermnption shall, at least thirfy (30) days prior to the redemphon date,
be filed with the Registrar, and maled by the Registrar on brhall of the Issuer, first class mail,
postage prepaid, (0 all Holders of Bonds (0 be redeemed at their addresses as they appear on
the registration boaks hereinbefore provided for on the Record Dale, but failare to mail such
notice 16 ane or more Holders of Bonds, or any defec! therein, shal) not affect the validiry of the
proceedings for such redemption with respect to Holders of Boads to which notice was duly
mailed hereunder and no defect occurred. Such nolice shall also be sent to the registered
securities depositories and two or more nationally recognized municipal securities information
reposilories. Each such notice shall set forth the date fixed for redemplion, the redemplion
price 10 be paid and, if less than all of the Bonds of one maturity are to be called, the distinchve
numbers of such Bonds to be redeemed and, in the case of Bonds to be redeemed in part only,
the porlian of the principal amount thereof to be redeemed.

Any notice of aptional redemption given pursuant te this Seclion 14 may state that it is
conditional upon receipt by the Paying Agent of moneys sufficient to pay Lhe redemption price,
plus inlerest acerued to the redemption date, or upon the satisfaction of any other condition, or
that it may be rescinded upon the occurrence of any other event, and any conditional notice so
given may be rescinded at any hime before payment of such redemption price and accrued
interest if any such condition so specified is not satisfied or if any such other event occurs.
Notice of such rescission shall be given by the Paying Agent to affected Holders of Bonds as
prompltly as practicable upon the failure of such condirion or the ocecurrence of such other
event

Official notice of redemption having been given as aforesaid, the Bonds or portions of
Bonds 16 be redeemed shall, on the redemption date, become due and payable at the
redemplion price therein specified, and from and afler such dale (unless the Tssuer shall
default in the payment of the redemption price) such Bonds or portions of Bonds shall cease \o
bear interest. Upon surrendet of such Bonds for redemplion in accordance with said notice,
such Bonds shall be paid by the Registrar at the redemption price. Each check or other transler
of funds issued by the Registrar for the purpose of the paymcat of the redemption price of
Bonds being redeemed shall bear the CUSIP number identifying, by issue and maturiy, the
Bonds being redeemned with the proceeds of such check or other transfer. Insialliments of
bnterest due an or prior to the redemption date shall be payable as herewn provided for
payment of interest. Upon surrender for any partial redemption of any Bond, there shall be
prepared for the Holder a new Bond or Bonds of the samc maturity in the amouni of the
unpad principal of such partbally redcemed Bond. ANl Bonds which have been redeemed shall
be canceled and destroyed by the Registrar and shall not be reissued.

[ Benidss Coeeol Palin Conat ol 207 W&S Reued dac



SECTION 15, FORM OF BONDS. The text of the Bonds, together with the
certificate of authentication to be endorsed thesein, shall be in subslantially the following {orm,
with such omissions, inserlions and varialions as may be necessary, desiradle, authorized or
permilted by this Resolution or by any Supplementa) Resolution adopted prior to the issuance
of a Series of Bonds, or as may be necessary f the Bonds or a portion thereof are issued as
Capita) Appreciation Bonds, Capnal Appreciation Income Bonds, Option Bonds, Variable Rate
Bonds, or as may be necessary to comply with applicable laws, rules and regulalions of the
United Stales and of the State in effect upon the 1ssuance thereol

[Remainder of page inlentionally left blank]
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{FORM OF BOND]

No. R

UNITED STATES OF AMERICA
STATE OF FLORIDA
COUNTY OF FLAGLER
THE CITY OF PALM COAST
UTILITY SYSTEM REVENUE BONDS, SERIES

MATURITY DATE: INTEREST RATE: DATED DATE: CUSIP:
Registered Owner:

Principal Amount:

The City of Palm Coast, Florida (hereinafier called the “Issuer”) for value received,
hereby promises to pay to the order of the Registered Owner ideniified above or registered
assigns, as herein provided, on the Maturity Date identificd above, upon the presentabon and
surrender hereof at the designated corporate trust oflice of __ __ __ . -
, Florida from the sources hereinafter menlioned, the Principal
Amount identified above in any coin or currency of the United States of America which on the
date of payment thereof is legal tender for the payment of public and privale debls, and to pay,
solely from said sources, to the Registered Owner hereo! by wirte transfer or check transmitted
to the Registered Owner at his address as it appears on the Bond registration books of the
{ssuer as it appears on the 15th day of the calendar month preceding the applicable interest
payment date, inlerest on said Principal Amount at the Interest Rate per annum ideniified
above on each 1 and 1 commencmng 1,  _ from the
interest payment date next preceding the date of regisiralion and authentication of this Bond,
unless this Bond is registered and authenticated as of an interest payment date, in which case it
shall bear interest from said inlerest payment date, or unless this Bond 1s regisicred and
authenticated prior to , ____, in which event this Bond shall bear inlerest from

.
The Bonds of this issue shall be subject lo redemption prior 10 their maturity at the

oplion of the Issuer.
(Inserl Opticnal and/or Mandatory Redemplion Provisions)

Notice of such redemption shall be given in the manner required by the Resolution

described below.

s Bond 15 one of an authorized issue of Bonds in the aggregate prncipal amount of
$_ ..__ ..._ oflike date, tenor and eflfect, except as to number, principal amount, matuity,

redeimption provisions and inteiest rate, issued 1o . .ol lall comphance
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with the Constitulton and Statutes of vhe State of Flonda, including particularty Chapier 159,
Pari 1, Chapter 166. Part )], Florida Siatules, as amended, and Resolution No. _-_ duly
adopted by the lssuer on _ _ . 2003, as amended and supplemented (heremalter
collecuively called the "Resolunon) and is subject to all the terms and condilions of such
Resolution. All capitahzed undefined lerms used bevewn shal) have the meaning set forth in the

Resolution.

This Bond 15 payable solely from and secured by a pledge of the Net Revenues of the
System levied and collccied by the Issuer, the Sewer System Capila) Facilities Fees, the Waler
System Capital Facilities Fees, and the moneys in ceriain (bnds and accounts created pursuant
to the Resolution (collechively, the "Pledged Revenues™) in the manner and lo the extent
provided in the Resolution Reference is made to the Resolution for more complete definition
and description of the System and the Pledged Revenues.

This Bond does not constitute a general indebtedness of the Issuer within ihe meaning
of any conshtutional, slatutory or charter provision or limitahon, and it is expressly agreed by
the Holder of this Bond that such Bondholder shall never have the right to require or compel
lhe exercise of the ad valoreni {axing power of the Issuer or taxation of any real or persona)
property therein for the paynient of the principal of and interest on this Bond or the making of
any debt service fund, reserve or other payments provided for in the Resolution.

It is further agreed between the Issuer and the Holder of this Bond that this Bond and
the indebledness evidenced thereby shall not constituie a lien upon the System, or any part
thereof, or on any other property of or in the Issuer, bul shall constitute a lien only on the
Pledged Revenues all in the manner provided in the Resolution.

The Jssuer has covenanted, in the Resolubion, to {ix, establish, revise from time to hime
whenever necessary, matntain and collect always such fees, tales, rentals and other charges (or
the use of the products, services and (acilities of the System which will always provide,

(1) Net Revenues in each Fiscal Year sufficient to pay one hundced
ten percent (110%) of the Bond Service Reguirement on all Quistanding Bonds in the
applicable Bond Year, or

(i) Net Revenues in each Fiseal Year sufficient to pay one hundred
five percent (105%) of the Bond Service Requiremeni on all Outstanding Bonds in the
applicable Bond Year; and Net Revenues, Water System Capital Faciliies Tees and
Sewer Systemy Capita) Faciities Pees in each Fiscal Year sulficient lo pay al leasl one
hundred twenly percent (120%) of the Bond Service Requiremeni on all Oulslanding
Bonds u the apphicable Bond Year.

ln addition to compbance with either subparagraph (i} or (it) above, such Net Revenues
1n each Tiscal Year shall also be sufficient to provide one hundred percent (100%) of the Bond
Service Regquirement on aY} Oulstanding Bonds w the applicable Bond Year, any amounts
required by the terms hereof to be depsasited into the Reserve Fund oc with any Credit Facilily
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Issuer as a 1esult of a withdrawal from the Reserve und, the Kenewal. Replscemenl and
Improvement Fund and debt service on other obligations payable from the Revenues of 1he
Syslem, and other payments, and all allocahons and appheations af revenues herein required

in such Fiscal Year.

Net Revenues will nol be reduced so as to rentler them msulficient to provide revenues
for the purposes provided therefor by the Resolution. Nothing in the Resolution will obligate
the [ssuer to impose Sewer System Capital Facihties Fees or Water System Capital Facilities

Fees.
The Issuer has enlered into certain further covenanls with the Holders of the Bonds of

this issue for Lhe terms of which reference is made to the Resoluhon.

It is certificd that this Bond is authorized by and is issved in conformity with the
requirements of the Constitulion and Statutes of the State of Florida.

This Bond is and has all the qualities and incidents of a negotiable instrirment under
Articde 8 of the Uniform Commercial Cede, \he Siate of Florida, Chapter 678, Florida Statutes,
as amended.

The transfer of this Bond is registrable by the Bondholder hereof in person or by his
altorney or Jegal representative at the designaled corporate trust office of the Registzar but only
in the manner and subject to the conditions provided in the Resolution and upon surrender
and cancellation of this Bond.

This Bond shall not be valid or become obligatory for any purpose or be ¢ntitled to any
benefit or security under the Resolution until it shall have been authenticated by the execulion
by the Registrac of the certificate of authentication endorsed hereon.

{Remainder of page intentionally lefi blank]
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IN WITNESS WHEREOF, the City of Palm Coast, Florida, has 1ssued this Bond and has
caused the same to be signed by the Mayor and countersigned and attested 1o by \he City Clerk
(the signatures of the Mayor and the Cily Clerk being authorized to be facsimiles of such
officers’ signatures), and ils seal or facsimile thereof to be affixed, impressed, imprinted,
lithographed or reproduced hereon, all as of the day of I

THE CITY OF PALM COAST, FLORIDA

(SEAL)

(myanual or fassimile)

Mayor
ATTESTED AND COUNTERSIGNED:

(manual or Jacsimile)

City Clerk
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CERTIFICATE OF AUTHENTICATION

This Bond is one of the Bonds issued under the provisions of the wilhin mentioned

Resoluiion.

Registrar, as Authenhicating Agent
Date of Authentication:

By: {manutal or facsimile)
Authorized Officer

ATTEST:

___ (manual or faesimile) _
Authorized Officer

ASSIGNMENT AND TRANSFER

For value received the undersigned hereby sells, assigns and Iransfers unto
(Please insert Social Security or other idenlifymg number of transferee)

the attached bond of the City of Palm Coast, Florida, and does hereby constitute
and appoint, _ altorney, 1o transfer the said Bond on the books kept for

Regisiration thercof, with full power of subslicution in the premises.

Date:
Signature Guaranteed by
(member firm of the New York Stock
Exchange or 3 commercial bank or a lrust —
company.] NOTICE: No transfer will be registered and
no new Bonds will be issued in the name of
By: {manual or facsimile) R the transferee, unless |he signature to Lhis
Authorized Officer assignment corresponds with the name as it
appears upon the face of the within Bond in
every particular, wilthout alteraton or
enlargement or any change whatever and the
Social  Security or  Federal  Employer
ldentification Number of the \ranseree is

suppfied

[END OF FORM OF BOND)
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SECTION 16. CREATION OF FUNDS. There are hereby crcated and
eslabhshed e following funds and eccounts, which funds and avcounts shall be trust funds
held by the Financaial Services Dyrector for the purposes heremn provided and uscd only in the

manner herein provided:

(A) The "City of Palin Coasi Unility Sysiem Revenve “und” (hereinafter sometumes
silled the "Revenae Fund™) to be lield by the Issuer and to i5¢ 2redil of which deposits of Gross
Revenues shall be made as required by Secfion 20(A) hereol.

(B) The “City of I’alm Coast Utility System Bond Service Yuund !hereafter somelimes
called the "Bond Service Fund™) to be held by the Issuer and to the credit of which deposits
shall be made as required by Seciion 20(B)()) hereof. In such fund there shall be maintained the
following accounts: the Principal Account, the Interest Account, the Parnity Contract Obligation

Account and the Redemption Accounl,

(C) the “City of Palm Coast Utility System Reserve fund” (hereinalter sometimes
called the "Reserve Fund”) to be held by the Issuer and o the credit of which deposits shall be
made as vequired by Section 20(R)(2) hereof.

(D) The “City of Palm Coast Dulity Sysiem Subordinated Debt Service Fund®
(hereinalter somebimes called the “Subordinated Debr Service Fund”) 1o be held by the Issuer
and 1o the credit of which deposits shall be made as required by Section 20(B)(3) hereof.

(E) The “City of Palm Coasi Utility System Rencwal, Replacement and Improvement
T'ung” (hereinafler somelimes called the "Renewal, Replacement and Improvement Fund”) to
be held by the Issuer and to the credit of which deposils shall be made as required by Section
20(B)(4) hercol.

(F) The “City of Palm Coast Utility System Project Fund™ (hereinaller sometimes called
the "Project Fund") 1o be held by the Issuer and to the credit of which deposits shall be made as
required by Section 17 hereof. Within such fund there shal) be created, established and
maintained separate accounts for each Series of Bonds and furthermore be created, established
and maintained separate accounts lor capitalized inlerest fupded {rom the proceeds of any

Scries of Bonds.

(G) The “City of Palm Coast Sewer System Capilal Facilihes Fees Fund” (herewnafter
sometimes called the "Sewer System Capilal Facilities Fees Fund”) to be held by the Issuer and
to the credit of which deposits shall be made as required by Sechon 20(R}) hereof.

(H) The "City of Palm Coasl Water System Capital Facilitics Fees Fund” (herewnaller
sometimes called the "Water System Capital facilities Fees Fund”) to be held by the Issuer and
to the credit of which deposits shall be made as required by Section 20(S) hereof

() ‘Ihe "City of Palm Coast Rate Stabilization Fund” (hereinafter sometimes called the
"Rate Stabihzatwn Fund ") to be held by the Jssuer and to the credit of which deposns shall be

made as requured by Section 20 (1) hereof.



(1) The "City of 1alm Coast Surplus Fund” (hereinafter sometnnes called the "Suiplus
Fund ") (o be held by the Issver and to the credit of which deposils shall be made as required
by Sechon 20 (B)(5) hereol

The Kevenue Fund, the Bond Service Fund (incliding the accounts therein), the Reserve
Fund, ihe Renewal, Replacement and Improvement Fund, the Project Fund, the Sewer System
Capilal Facilities Fees Tund, the Water Systemn Capital Facililjes Fees Fund, the Rare
Stabiljzation Fund, ihe Surplus Fund and any other special funds fherey: established and
created shall be deemed to be held in brust for the purposes provided herein for such funds
The money o all such funds shall be continuousty secured in the same manner as state and
municipal deposits are authorzed to be secured by the laws of the State of Flovida,

SECTION 17. ATFPLICATION OF SERIES 2003 BOND PROCEEDS. The
proceeds, ncluding accrued interest and premiwn, if any, received from the sale of the Series
2003 Bonds shall be applied by the Issuer sirultaneously wilh the delivery of such Series 2003
Bonds o the purchaser thereof, as follows or as otherwise provided in a Supplemental

Resolution:

(A} The accruced interest shall be deposited in the Interest Account in the Bond
Service Fund and shall be used anly for the purpose of paying interest becoming due on the
Series 2003 Bonds.

(B) Unless olherwise provided in a Supplemental Resolution of the Jssuer or vnless
the lssuer has provided for o surety bond, a letter ol credit, or other form of credit
enhancemenl as provided in Section 20(B)(2) herteof, 3 sum eqnal to lhe Reserve Requirermnent
shall be deposited in the Reserve Fund and shall be used oaly for the purposes provided

therefor.

(C) A sufficient amount of the Series 2003 Bond proceeds shall be applied Yo the
payment of the premiam of any municipal bond insurance policy applicable o the Series 2003
Bonds, the payment of the premium of any surety bond applicable to the Series 2003 Bonds,
aad to the payment of costs and expenses, including legal, accounting, engineering,
underwribing and (inancial advisory fees and expenses, and other fees and expenses relating to
the issuance of the Series 2003 Bonds which must be paid upon delivery of the Series 2003
Bonds.

(D) A sum as shall be determined by Supplemental Resoletion of the Issuer, if any,
shall be deposited into the Project Fund and used for the purpose of paywng Project Costs.

() Any remairung moneys from the Series 2003 Bonds shall be deposited as
provided tn a Suppiemental Resolution of the Issuer, bul shall only be used for the purposes

permilled by law.



Ihe proceeds of any Series of Bonds, oiher than the Seres 2003 Bonds, shall be apphed
as provided by Supplemental Resolubion ot the Issurr adapled at or prior 1o sale of such series
of the Bonds.

SECTION 18. DISBURSEMENTS FROM PROJLCT FUND. Moneys on
deposit from time to time in iir¢ Froject Fund shall be nsed lo pay or reimburse the {oflowing

Project Costs:

(A) Costs mcurred directly or indirectly for or in connection with a Project or a
proposed or future roject or acquisition mcluding, bul not limited to, those for preliminary
planning and studies, architectura,, legal, finanaial, engmeering and supervisory services,
labor, services, materials, equipient, accounts receivable, acquisitions, land, aghls-ol-way,
improvemenls and installation;

(B) Premiums aunbutable to all insurance required to be Isken owl and maintained
cluring the period of consiruction with respect o a Project to be acquived oc constructed, the
prermium on each surety bond, if any, required wilth respect to work on such facilities, and
taxes, assessments and other charges hereof that may become payable during the period of

construction with respect to such a Project;

(C) Costs incurred direcily or indireclly i seeking to enforce any vemedy against 2
contractor or subcontraclor in respect of any default under a conleact relating to a Project or
cosls incurred direcily or indirectly in defending any claim by a contraclor or subconiractor
with respect to a Project;

(D) Financial, legal, accounting, appraisals, tille cvidence and prinling and engraving
lees, charges and expenses, and ali other such fees, charges and expenses incurred in
connection with the authorization, sale, issuance and delivery of such Series of Bonds;

(E) Capitalized intercst funded from Bond proceeds, if any, for a reasonable period of
time, which shall be deposited un a separate subaccount of the Project Fund and shall be used
as provided (n a Supplemental Resolution of the Issuer;

(F) Any other incidental and necessary cosis including without Jimilalfon any
expenses, fees and charges relaling (o the acquisihon, consiruclion or insiallation of a Project,
and the making of extraordinary repairs, vewewals and veplacements, decammissioning or
retirement of any poruon of the System, including the cost of lemporary employees of the
Issuer retained to carry out dulics \n conneclion wilth 1he acquisition, conshruction or erection
of a Project and c¢osts relaled ta transition of such Vroject into ownership by the [ssuer:

(G) Costs incurred direetly or indirecly in plating any Project in aperation ui ordlen
that completion of such Project may occur;

(H) Cosis of acguiring an cxisting utility system (rom a Person, including but nat
limited (o the costs czlahng 1o any rceal eslale 1ransaction related thetelo,



(1) Any other costs relating 1o the System authorized pursuwant to a Supplemenial
Resolution of the Issuer and perpitied under the laws of the State subject to the privr written

approval of Bond Counsel, 2and

(3) Reimbursements Lo the Issuer for any of the above ifems hereinbefore paid by o1 on
behal! of the Issuer, to the extent deemed advisable by Bond Counsel,

Notwithstanding anything clse in this Resoluhon to the contrary, in the Eveni ol
Default, the trustee aching fo1 the Molders of Bonds shall, to the extent there are no other
avajlable funds held hereunder, use the remainiug funds in the Project Fund 1o pay principal
and interest on the Series of Bonds 1o which such iunds relate and were provided by

SECTION 15. SPECIAL OBLIGATIONS OT ISSUER. The Bonds and any
Parity Contract Obligations shall ot be or constitute general ubligations or ndebtedness of (he
[ssuer as "bonds” within the meaning of the Consunation of the State, but shall be payable
solely from and secuied by a first hen upon and a pledge of the Pledged Revenues as herein
provided No Holder or Holders of any Bonds issued hereunder or Qualified Agreement
Provider shall ever have the right to compel the exeicise of the ad valorem taxing power of the
Issver or laxation in any form of any real or personal properly therein, or to compel the Issuer
to pay such principal and inlerest from any other funds of the Issuer

The payment of principal of and interest on the Bonds and any Panty Contract
Obligation shall be secured forthwith equally and ratably by, and the Jssuer hereby grants to
the Bondhnlders and any Qualified Agreement Provider (to the extent set forth in the velated
Qualified Agreement) an irrevocable lien on the Pledged Revenues, prior and superior to all
other liens or encumbrances on such Pledged Revenues and the Issuer does hereby irrevocably
pledge such Pledged Revenues to the payment of the princips] of, redemplion premiim, if any,
and inlerest on the Bonds and any Parity Contract Obligation, for the reserves therelor and for
all other payments required hereunder. Such amounts hereby pledged and assigned shall
immediately be subject to the lien of this pledge without any further physical delivery thereof
or any further acl, and the hien of this pledge shall be valid and binding as against all parties
having claims of any kind in tort, contracl or otherwise against the lssuer, irrespective of
whether such parties have notice thereof.

SECTION 20. COVENANTS OF THE ISSUER. For so long as any of the
principal of and wnterest on any of the Bonds shall Le oulstanding and unpaid or unlil the
Issuer has made provision {or payment of principal, interest and redemption premiurms, if any,
with respect to the Bonds, as provided herein, the Jssuer covenants wilh the Holders of any
and all Bouds as follows;

(A) REVENUE FUND. Al Gross Revenues of the System shall, upon receipt thereol,
be deposited m the Revenue Fund. All deposits into such Revenue Fund shall be deemed to be
held in tust (or e purposes herein provided and used only for the pucposes and in the

marner herewn provided.



(B) DISPOSITION OF REVENULS. Al Net Revenues in the Revenue Fund, after
paymenl of Cost of Operation and Masinlenance of the System, shall be disposed of monihly,
but nol Jater than the tweniy-(ifth (25th) day of each monih cowmunencing in the month
immediately following the delwery of the Scries 2003 Bonds only in the following manner and

the following order of priorily:

1) The Issuer shal) fivst deposit into (he Bond Service Fund and credit (o the
following accounls, in the following order (excep! that payments into the Inlerest Account and
the Parity Contract Obligahions Account shall be an parity with each other, and the payments
into the Principal Account and the Redemption Account shall be on a panily with each other),
the jollowing identiijed sums:

{3) Interest Account' Taking into account actual and antiaipaled eamings in the
Interest Account of the Bond Service Fund within the corrent Bond Year, such sum as
will be sufficient 10 pay one-sixth (1/6th) of all interest coming due on all Outstanding
Bonds on the next interest payment date; provided, howeves, that monthly deposits of
interest, or portions thereof, shall not be required to be made to Lhe extenl that money
on deposit within such Interest Account ss sufhaent for such purpose. In the event the
Issuer has issued Variable Rate Bonds pursnant to the provisions hereof, Net Revenues
shall be deposited at such other or additiona2) times and amounts as necessacy (0 pay
any interest coming due on such Variable Rate Bonds on the next interest payment date,
all in the manner provided in a Supplemenial Resolution of the Issuer. Any monthly
payment out of Net Revenues to be deposited as sel forth above, for the purpose of
meeting interest paymenis for any Series of Bonds, shall be adjusted, as appropnale, o
reflect the frequency of interest payment dates applicable to such Serjes. Moneys in the
Jnierest Accoun! may be used only for the purposes set forth im 1hus paragraph (a)

(b) Parity Contract Obliganons Account: Taking into account the actual and
anticipated eomings in the Parity Contract Obligations Account in Lthe Bond Service Fund
within the current Bond Year, a pro rala estunated amount necessary lo build up over
time the amount of any Parity Contract Obliganon which will next be due and payable or
reasonably expected to be due and payable under any Qualified Agreement on the next
payment date lhereundec; provided, however, that the monthly amount (o be so
deposited may be adjusied, as appropriate, w0 reflect the Irequency of paymeni dates
therennder (e.g., if such [arity Contrac’ Obligations are required 1o be paid semi-annually,
the tssuer shall be required to montivy deposit an amount which is estirmated 1o equal
one-sixth (1/6%) of the next such paymenl). Moneys in the Parity Contract Obligahons
Account may be nisedd andy for the purposes set {orth i this paragraph (b).

(¢) Principal Account  Taking nto account actual and anlicipated earnings in
the Prinaipal Account of the Bond Service Fund within the current Bond Year, such sum
as will be sufflicient (0 pay one-twelfth (112% of the minapel amount of the
Qutstanding Bonds which will mature and become due on such annual matunty daltes
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beginning ihe month which is twelve (12) months prior 10 the first prncipal maturity
date, provided, however, thal monthly deposits for principal, or portions thereof, shall
not be required to be made 1o the extent that money on depasit within such Principal
Accouni is sufficient for such purpose. Any monthly paymenr out ol Net Revenues to
be deposited as set forth above, for the purpose of nieeting principal payments for any
Seiies of Bonds, shall be adjusted, as appropriate, (o reflect the frequency of principal
payment dates appiicable to such Series. Moneys in the Principal Account may be used
only for the purposes sel forth in this paragraph (c).

(d) Redemption Account: Taking into account actual and anticipated eamings
in the Redemption Account of the Bond Service Fund within the current Bond Year,
such sum as wil} be sofficient lo pay one-twelfth (1/12%) of any Amortization
Installment eslablished for 1he mandatory redemplion of Quistanding Bonds on such
annual maturily dale beginning the month which is twelve {12) monlhs prior to the first
Amortizaton Installment date; provided, howaver, that monthly deposits inte the
Redemption Accouwnt, or portions thereof, shall not be required 10 be made to the extent
that money on deposit in the Redemplion Account is sufficient for such purpose. Any
monthly payment out of Nel Revenues to be deposited as ser forth above, for the
purpose of meeting Amoriizanon Installnents for any Series of Bonds, shall be
adjusted, as appropciate, lo reflect the frequency of dates established for Amorhzation
Installments applicable 1o such Series. The moneys in the Redemption Account shall be
used solely for the purchase or redemption of the Term Bands payable therefrom. The
Issuer may at any time purchase any of said Term Bonds al prices not greater than the
then redemplion price of said Terim Bonds. 1 the Term Bonds are not then redeemable
prior to maturity, the Issuer may purchase said Term Bonds st prices not greater than
the redemption price of such Term Bonds on the next ensuing redemption date. I{ Term
Bonds are so purchased by the Issuer, the Issuer shall credit the account of such
purchased Tean Bonds aganst any current Amortization Installment to be paid by the
Issuer. 1t he Issuer shall purchase or call for redemption in any year Term Bonds in
excess of the Amortizabion Installment requirement for such year, such excess of Term
Bonds 5o purchased or redecmed shall be crediled in such manner and at such times as
the Issuer shall determine. Moneys in the Redemption Account in the Debt Service
Fund may be used only for the purposes sei forth in lins paragraph (d).

(2) To the extent thai the amounts on deposit in the Reserve Fund are luss

than the Reserve Requirement, the Issirer shal) next make deposits into the Reseeve Fund in ine
manner described below from moneys remaining in the Revenue Fund. Any withdrawals
{rom the Reserve Fund shall be subsequently restored from the first moneys available in (he
Revenue Fund, after all required current paymenis for Cost of Operation and Maintenance as
set forlh above and all current applications and allocalions (o the Bond Service J'und, including
al) deficiencies for pror paymienis have been made in full. Notwithstanding the loregoing, i
case of withdrawal from the Reserve Fund, in no eveni shall the {ssoer be required to deposit
into the Reserve Fupd an amount grealer than thal amount necessary o ensure that e
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difference between the Reserve Requirement and the amounts on deposit in the Reserve Fund
on the dale of calcutanon shall be restored not later than sixty (60) months afier the daie of
such deficiency (assuming equal monthly payments into the Reserve Fund for such sixty (60)
month period).

Upon the issuance of any Additional Parity Obhgations under the terms, limitations
and conditions as herein provided, the Issner may, on the date of dehvery of such Additional
Parity Obligations, increase the sum required 10 be accumulated and maintawned on deposit in
the Reserve Tund to be al lcast equal to the Reserve Requirement on all Quistanding Bonds
including the Addujonal Parity Obligations then 1ssued  Such required sum may be paid in
full or in part from the proceeds of such Additional Parity Obligations or may be accumalated
in equal monthly payments (o the Reserve Fund over a period of months from the date of
issuance of the Addihonal Parsty Obligations, which shall not exceed the greater of (a) twelve
(12) months, or (b) the number of months lor which interest on such Additional Panty
Obligations has been capitalized, as determined by Supplemental Resolution, In the evenl
moneys in the Reserve Fund are accumulaled as provided above, (1) the amount in soid
Reserve Fund on the date of delivery of the Additional Parity Obligations shal) not be less than
the Reserve Requirement on all Bonds Ouislanding (excluding the Addilional Parity
Obligations) on such date, and () the incremental difference between the Reserve
Requirement on all Bonds Outstanding (excluding the Additional Parnty Obligations) on the
date of delivery of the Addilional Parity Obligations and the Reserve Requirement on all such
Bonds and the Addihonal Parity Obligations shall be [ifty percent (50%) funded upon delivery
of the Additiona) Parity Obligations.

The Issucr may also establish a separate subaccount in the Reserve Fund for any Series
of Bonds and provide a pledge of such subaccount to the payment of such Series of Bonds apar!
from the pledge provided herein. To the exient a Series of Bonds is secured separately by a
subaccount of the Reserve Fund, the Holders of such 8onds shall not be secured by any other
moneys in the Reserve Fund. Moneys in a separate subaccount of the Reserve Fund shall be
maintained al the Reserve Requirement appiicable to such Series of Bonds secured by the
subaccount; provided the Supplemental Resolution suthorizing such Secies of Bonds may
establish the Reserve Requirement relating to such separate subaccount of the Reserve Fund at
such level as the Issuer deems appropriate. Moneys shall be deposited in the separate
subaccounts (n Ihe Reserve Fund on a pro-rala basis. In the event lhe lssuer shall maintaio a
Reserve Fund hsurance Policy or Reserve Fund Leller of Credil and moneys in the Reserve
Fund or any subaccount therein, the moneys shall be used prior (o making any disbursements
under such Resevve fund Insurance Policy or Reserve Fund Letter of Credit,

Notwithstanding the foregoing, 1 beu vl or in substitution for the required deposils
into the Reserve Tund, the [ssuer may, with the prior weilten consent of the Insurers, cause to
be deposited into the Reserve Fund a Reserve Fund (nsurance Policy and/or a Reserve Fund
Letier of Credil in an amount equal to the dilference belween the Reserve Requirenent and the
sums then on deposit m the Rescrve Fund plus the amounts to be deposiled Ltherem pursuant
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(o the preceding paragraph. The issuer providing such Reserve Fund Insurance Policy and/or
Reserve [und Letter of Credit shatl either be (2) an mnsurer (i) whose municipal bond insurance
policies insuring the payment, when due, of the principal of and interest on municipal bond
issue resulis in such issues beng rated in one of ihe twu highest rating categories {withoul
regord 1o gradations, such as "plus™ or "minus” of such calegory) by either Standard & Poor’s
Corporation, Moody’s or Fitch or {ii) who holds the highest policyholder rahng accorded
insurers by A.M. Besl & Company, or any comparable service, or (b) a cormmercial bank,
insurance company or other financial instituon the obligations payable or guaranteed by
which have been assigned a rating by Moody’s, Standard & Poor’s Corporation or Fitch in one
of the two highesi rating categories (withoul regard to gradations, such as "plus” or “minus” of
such categories); provided, that nolwithstanding the foregoing, such wnsurer or commercial
bank musl be 1ated by any rating agency or ageéncies providing a rating on the Bonds secured
by such Reserve Fund Insurance Policy or Reserve fund Leller of Credit.

In the event the Reserve Fund contains bollh a Reserve Fond Insurance Policy or
Reserve Fund Letier of Credit and cash, the cash shall be drawn down compietely prior to any
draw on the Reserve Fund Insurance Policy or Reserve Fund Letter of Credit. In the event
maore than one Reserve Fund (nsurance Policy or Reserve Fund Letter of Credit is on deposit in
the Reserve Fund, amounts required to be drawn therean shall be done on a pro-rata basis
calculated by reference to the maximum amounts available thercunder. The Issuer agrees to
pay all Reimbursemenl Obligahons in regard to any Reserve Fund Insurance Policy or Reserve
Fund Lelter of Credit [rom the Pledged Revenues. Pledged Revenues shall be applied in
accordance with this Section 20(B)(2), on a pro-raia basis, to pay Reimburscment Obligations to
the issuer of the Reserve Fund Insurance Policy or Rescrve Fund Leller of Credit for amounts
advanced under such instrumerus, replenish any cash deficiencies in the Reserve Fund, and o
pay the issuer of the Reserve Fund Insurance Folicy or Reserve Fund Letter of Credit interest
on amounts advanced under such instruments. Notwithstanding anythung herein to the
contrary, this Resolulion shall not be discharged or defeased while any Reimbursement
Obligations are owing in regard to a Reserve Fund Insurance Policy or Reserve Fund Letter of
Credit on deposit in the Reserve Fund. Thc issuer agrees not to optionally redeem or exercise
its rights to an extraordinary mandatory redemplion or refund Bonds unless all
Reimbursement Obligations owing in regard to a Reserve Fund Insurance Policy or Reserve
Fund Letter of Credit on deposit in the Reserve Fund have been paid in full.

If five (5) days prior to an intercst payiment date, prinaipal payment date or date an
Ameortization Installmeni is duc or such other period of time as shall be established pursuant to
a Supplemental Resolulion, (he Tssuer shal) determine (hat a dehiciency exists in the amount of
moneys avilable (0 pay in accordance with (he terms hereof interest, pnnapal or
Amarshzation Installment due on the Bonds on such date, the Issuer shall immediaiely nolify
(1) the issuer of the applicable Reserve iund Insurance Policy and/or the issuer of the Reserve
Fond Letter of Credit and submit a demand for payment pursuant to the provisions of such
Reserve Fund surance Pohicy and/or Reserve Fuixi Letter of Credit, ana (2) the Paying Agent
of the amounl of such deflicicncy and the date on which such paymeat s due, ond shall take all
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achon (o cause such 15suer ta provide moneys sufficient 10 pay all amounts due on such interest

payment dale

The Issuer may evidence its obligation to reimbuise the issuer of any Reserve Fund
Letter of Credil nr Reserve Fund Insurance Policy by executing and deliveiing a
rexmbursernent agreement therefore which evidences a Reimbursement Obligahon; provided,
however, any reimbursement agreement (3) shall not he or create a general obligation of the
Issuer the payment of which is secured Dy the full faith and credil or taxmng power of he
Issver, and (2) shall be payable or obligate the Issuer io pay solely [rom Lhe Pledged Revennes
m a manner which is not inconsistent with the lerms hereof.

To the extent the Issucr causes to be deposited wito the Reserve Fund a Reserve Fund
(nsurance Policy and/or a Reserve Fund Letier of Credit {or a term of years shorier Uhan the life
of the 8onds, then the Reserve Fund Insurance Policy and/for the Reserve Fund Letter of Credit
shall provide, among other things, thal the issuer thereofl shall provide the Issuer and the
Paying Agents with nolice as of rach anniversary of the date of the issuance of the Reserve
Fund Insurance Policy and/or the Reserve Fund Letier of Credit of the inlention of the issuer
thereof 1o exther ()) extend the term of the Reserve Fund Insurance Policy and/for the Reserve
Fund Letter of Credit beyond the expiration dates thereof, or (2) terminale the Reserve Fund
Insurance Policy and/or the Reserve Fund Lelter of Credit on the initial expiration dates thereof
or such other fature date as the issuer thereof shall have established. If the issuver ol the
Reserve Fund Incurance Policy and/or the Reserve Fund Letter of Credit notifies the Issuer
pursuari o cluuse (2) of the immediately preceding sentence or if the lssuer lerminates the
Reserve Fund Letter of Credit and/or Reserve Fung Insurance Policy, then the Issuer shal!
deposit into he Reserve Fund, on or prior 10 the end of the first full calendar snonth {ollowing
the dale on which such nolice is received by the Issuer and each month hereafter, such sums as
shall be sufficient to pay an amount equa) to a fraction, the numerator of which is one (1) and
the denominalor of which is equal lo (he number of months remaining in the term of the
Reserve Fund Insurance Policy and/or the Reserve Fund ULetter of Credit on the date such
notice was recetved multiplied by (he maxmum amount avajlable, assuming full
reimbursement by the Issuer, under the Reserve Fund Letter of Credit and/or the Reserve Fund
Insurance Policy unti) amounts on aeposil in the Reserve Fund, as a result of the
aforementioned deposits, and no later than upon the expiration of such Reserve Fund
Jnsurance Policy andfor such Reserve TFund Lelter of Credit, shall be equal to the Reserve
Requurement

Addibonally, Reserve Fund Letters of Credit shall be for a term of not less than three
years. Theissuer of \he Reserve Fund Letter of Credit shall be required 1o notily Uhie lssuer and
the Paying Agenl, not iater than 30 months prior to (he stated expiration dale of the Reserve
Fund Cetter of Credil, as to whether such expiration date shall be extended, and if so, shall
ndicate the new expiration date.

The Reserve Fund Tenter of Ciedit shall permit 1o deaw in full not fess than two weeks
prior to the expirabion or termination of such Reserve Fund Letter of Credit if the Reserve Fund
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Letter of Credil has not been replaced or renewed. The Reserve Fund Leller of Cyedit shall
direct the Payuig Agent io draw upon the Reserve Nond Lelter of Credul five days prior to s
expiration or lerminathion unless an accepeable replacement is in place or the funds contained in
the Reserve Fund is equal to the Reserve Requirement on all Qutsianding Bonds theretofore
1s5ued.

The vse of any Reserve Fund Insurance Policy or Reserve Fund Letter of Credit
pursuant to this Resolution shall be subject to reczipt of an opinion of counsel acceptable to the
Insurer and in form and substance satisfactary (o the Insurer as to the due authorizobion,
execution, delivery and enforceability of such instrument in accordance with iis terms, subject
to applicable laws affecting creditors’ righls generally, and, \n the event the issuer of such
Credit Faality is not a domestic entity, an opinion of foreign counse) in form and substance
satisfactory to the Insure:. In addition, the use of a Rescrve Fund Letter of Credit shall be
subjeci 16 receipt of an opinion of covnse) acceptable to the Insurer and in form and substance
satisfaclory to the Insurer (o the elfect thal payments under such Resecve Fund Lelter of Credil
would nol conslitute avordable preference under Section 547 of the U.S. Bankruplcy Code or
similar stale laws with avoidable preference provisions in the event of the filing of 4 petition
{or ret:ef under the U S. Bankrupicy Code or similar slate Jaws by or against the Issuer of the
Bonds (or any other account party under the Reserve Fund Letter of Credit).

Nolwithstanding anything herein to the contrary, Reimbursement Obligations relaling
to a Reserve Fund Insurance Policy or Reserve Fund Letter of Credit for any fees, expenses,
claims or draws upon such Reserve Fund Insurance Policy or Reserve Fund Letler of Credi
shall be subordinate to the payment of debt service on the Bonds and to the paymenl of Parity
Contract Obligations. The right of the issuer of a Reserve Fund Jnsurance Policy or Reserve
Fund Letter of Credil to payment of reimbursement of s fees and expenses shall be
subordinated to cash replemshment of \he Reserve Fund, and subject to the second succeeding
sentence, its right lo reimbursement for claims or draws shall be prior to the replenishment of
the cash drawn from i(he Reserve Fund. The Reserve Fund [nsurance Policy or Reserve Fund
Letter of Credil shall provide for a revolving feature under which the amount available
thereunder will be reinstated to the extent of any reimbursemcent of draws or claims paid. i
the revolving feature is suspended or terminated for any reason, the vight of \he issuer of the
Reserve Fund Insurance Policy or Reserve Fund Leller of Credit reimbursement will be further
subordinated to cash replenishment of the Reserve Fund to an amount equal to the difference
between the full original amownt available under the Reserve Fund Insuraace Policy or Reserve
Fund Letter of Credit and the amount then available for further Jraws or cloims. If (1) the
issuer of a Reserve Fund Insurance Policy or Reserve Pund Letter of Credit becomes insolven)
or (2) the issuer of a Reserve Fund Insurance Policy or Reserve Fund Lelter of Credit defaulls in
its payment obligations thereunder or (3) the clamms-payuig ability of the issuer of the Reserve
Fuind Insurance Policy falls below a S&P “AAA” or Moody's “Aasa” or Fitch "AAA™ oy (4) the
tating of the 1ssuer of the Reserve Fund Letier of Credi( falls below a S&P "AA”, the obhgation
to reimburse the 1ssuer of the Reserve Fund Insurance Policy or Reserve Fupd Leuer of Credit
shall be subordinate 1o the cash repferishment of the Reserve Fund,
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It (1) the revolving reinstalement fealure described in the preceding paragraph is
suspended or tenninaled or (2) the rating of the claims paymg abdity of e issuer of the
Reserve Fund Insurance Policy falls below the S&PP “AAA™ or a Moody's “Aaa” or (3) the
rating of Lhe issuer of the Reseyve Fund Letter of Credit (alls below a 5&P "AA”, 1he Issuer
shall either (i) depaosit into the Reserve Fund an amouwnt sufficient lo cause the cash or
Permited Investments on deposit in the Reserve Fund to equal the Reserve Requirement on all
Outstanding Bonds secured thereby, such amount to be paid over 1he ensuing five years in
ecual installments deposited at least semi-annually or (it) replace such instrument with 2
Reserve Fund Insurance Policy or Reserve Fund Letter of Credit meeting the requirements of
this Resolution within six monlhs of such occurrence  In the event (1) the rating of the <aims-
paying ability of Ihe issuer of the Reserve Fund Insurance Policy lalis below “A,” ot (2) the
rating of the issuer of the Letter of Credit falls below “A,” or (3) the issuer of the Reserve Fund
Insurance Policy or Reserve Fund Letter of Credit defaults in its payment obligations, or (4) the
issuer of the Reserve Fund Insurance Policy or Reserve Fund Letter of Credit becomes
wsolvent, the Issuer shall either (i) deposit into the Reseyve Fund an aroount sufficient to cause
the cash or Permitted Investments on deposit in lhe Reserve Jund to equal the Reserve
Requirement on all oulstanding Bonds, such amount 10 be paid gver the ensving year in equal
wnstallbments on at least a monthly basis or (ii) replace such instrument with a Reserve Fund
Insurance Policy or Reserve Fund Letter of Credit meeting the yequirements of this Resolution
within six months of such occurrence.

If any Reserve Fund Leller of Credit or Reserve Fund Insurance Policy shall terminate
prior to the stated expiration date thereof, the Issucr agrees ihatat shall fund the Reserve Fand
over a period not la exceed twelve (12) months during which (1 shall make consecutive equal
monthly payments in order that the amount on deposil in the Reserve Fund shall equal the
Rescrve Requirement; provided, the Issuer may obtain o new Reserve Fund Leites of Credit oy
a new Reserve Fund Insurance Policy in lieu of making the payments required by Lhis
paragraph.

Moneys in the Rescrve Fund and subaccounts therem shall be used only for the purpose
of the payment of Amortization Installments, principal of, oy interest on the Outstanding Bonds
secured thereby when the other moneys allocated 1o the Bond Service Fund are insufficient
therefor, and for no other purpose.

Permitted Inveshments on deposit in the Reserve Fond shall be valued at (air value
pursuant to generally accepted accounting principles al least annually. In the event of the
refunding of any Series of Bonds, the lssuer may withdraw from the Reserve Fund or
subaccount secun'.ng such Series, all or any porhion of the amounis sccumulated theren with
tespect Lo the Bonds being refunded and deposil such amounts as 1equired by the resolution
authorizing the refunding of such Series of Bonds: provided that such withdrawal shall not be
inade anless (a) immedialely thereafter, the Bonds bewng refunded shall be deemed to have
been paid pursuant to the provisions hereol, and (b) the amount remarz.ing 10 the Reserve
Fund alter giving effect 10 the issuance of such relunding abliganons and the dispasiion of the
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proceeds thereol shall not be less than the Reserve Requwement for any Bonds then
Outstanding which are sccured thereby

(3) Frora the moneys remaining in the Reveaue Fund, the Issuer shall next
deposit inlo the Subordinated Delit Service Fund an amount required to be paid as pravided in
the resolution or agreement of the Jssuer authorizing such Subordinaled Debl, but for no ather
putrposes

(4) The Jssuer shall next apply and deposit monihly from the moneys
remaining on deposit in (he Revenue Fund inlo the Renewal, Replacement and bmprovement
Fund, an amount ot least equal to one-twelfth (1/12th) of (ive percent (5%) of the Gross
Revenues received during the immediately preceding Fisca) Year. The moneys in the Renewal,
Replacemnent and Improvement Fund shall be used only for the purpose of paying the cost of
extensions, enlargemenis or addibons o, or the replacement of capital assels of the System or
emergency repairs or extraordunary repairs therera. No further deposits shall be required to be
made into ihe Renewal, Replacement and Improvement Fund when there shall be on deposit
therein an amount equal 1o or grealer than one percent {1%) of the gross book value of the lixed
assels of the System purspant to generally accepted accounting principles, or such other
amount as may be determined from time to time by the Consulting Engineer. Funds on hand
in he Renewal, Replacement and Improvement Fund may be used toc pay current Cost of
Operation and Maintenance to the exlent moneys on deposit in the Revenue Fund are
insufficient for such purposes. The moneys on deposil 1 sach fund may also be used to
supplement the Reserve Fund, il necessary, in order to prevent a default in the payment of the
principal and interest on the Bonds.

(5) The balance of any moneys remawmning in the Revenue Fund afier the
above required paymenls have been made shall be depasited into the Surplus Fund and may
be used for any lawful purpose of the Issuer; provided, however, that none of such muneys
sha)l be used for any purposes other than lhose hereinabove specified unless a)l current
payments, including any deficiencies for prior payments, have been made in full and unless the
Issuer shall have complied fully with all the covenants and provisions of this Resolution.

(C) INVESTMENTS, Moneys in any fund or accounl created hereunder may be
invested and reinvested in Permitted Investments which mature nol later than the dates on
which the moneys on deposit therein will be neecled for the purpose of such fund. All income
on such investments, except as atherwise provided, shall be deposited in the respective funds
and arcounts from which such investments were made and be used for the purposes thereof
unless and anti) the maximum required amount (or, with respect 1o the Project Fund, the
amount required to acquire, construct and erecl the Project) is on deposit therein, and
thercafter shall be deposited in the Revenue Fund.

In determining the amount of any of the payments required to be made pursuant ¢o this
Section 20(C), :edsl may be giver: for all investment income accruing to the respeclive funds
and accounts descnibed herein, excenr as otherwise provided.
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The cash required to be accounted for in cach of the funds and accounts described
Secunon 20(B) may be deposited in a single bank account, provided that adeqnale accounting
records are maintained to reflect and control the resiricted allocation of the cash on deposit
therein for the various purposes of sach funds and accounts as herevy piovided. The
designabon and establishment of the various funds in and by this Resolution shall not be
construed lo require the establishment of any complelely mdependent, self-balancing funds as
such term is commonly defined and used in governmental accounting, but rathier is iniended
solely o constitute an earmarking of certain revenues and assels of ihe System ior cerlain
purpoases and to eslablish certain priorities for application of such revenues and assets das
herein provided.

The Issucr may af any time and from time ta time appoint one or more depositaries to
hold, for the benefit of the Bondholders, any one or more of the funds, accounts and
subaccounls estabhished hereby. Such deposstory or depositaries shall perform at the direction
of the Issuer the duties of the Issuer in depositing, transferring and disbursing moncys 1o and
from each of such funds and accounts as herein set forth, and all records of such deposilary jn
performing such duties shall be open at all reasonable limes to inspection by the lssuer and its
agent and employces. Any such depositary shall be & bank or trust company du)y authorized
to exercise corporate trust powers and subject to examination by federal or stale authonty, of
good standing, and having a combined capital, surplus and undivided profits aggregatng not
Jess than fifry million dollars ($50,000,000).

(D) OPERATION AND MAINTENANCE. The Issuer will mawntain the Systemn and all
parts thereof in good condition and wil) operate the same wn an efficent and ecoromical
manner, making such expenditures for equipinent and for renewals, repairs and replacements
as may be proper (or the economjcal operation and maintenance thereof.

(E) RATE COVENANT. The Issuer will fix, establish, revise (ront tune to fime
whenever necessary, maintain and collect always such fees, rates, rentals and other charges for
the use of the products, services and facilities of the System which will always providc,

(i) Net Revenues in each Fiscal Year sufficient to pay one hundred
ten percemi (110%) of the Bond Service Requirement on all Outstanding Bonds wn the
applicable Bond Yeary, or

(11) Net Revenues in each Fiscal Year sufficient to pay vne hundred
{ive percent (105%) of the Bond Service Requirement on all Oclstanding Bonds in the
applicable Bond Yesr; and Net Revenues, Water System Capual Facilities Fees and
Sewer Systern Capital Tacilities Fees in each Fiscal Year sufficient to pay at leasi one
hundred (wenly percent (120%) of the Bond Service Requirement on all Qulstanding
Bonds in the applicable Bond Year,
In addition to comphiance wilth either subparagraph (i) or (1) above, Net Revenues wn

each Fiscal year shall also be solficient to provide one hundred percent (200%) of the Bond
Service Requirement on all Outstanding Bonds in the applicable Bond Year, any amounis
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required by the terms hereol lo be deposned into the Reserve Fund or with any Credit Facility
[ssuer as & result of a withdrawal from the Rescrve Fund, the Renewal, Replacement and
Improvement Fund and debt service on other ubligations payable {rom the Revenues of the
System, and other payments, and all allocations and applicalions of revenues herein required

i such Fiscal Year.

Net Revenues shall not be reduced so as 1o render them insuffcient to provide revenues
for the purposes provided therefor by this Resolution. Nothing herein will obligate the Issuer
to impose Sewer System Capilal Facihtics Fees o1 Water System Capital Facilities Fees.

(F) BOOKS AND ACCOUNTS; AUDIT. The Issuer shall keep proper books, records
and accounts, separate and apart from all other records and accounts, showing correct and
complete entries of all transactions of the System, and the Holders of any of the Bonds or any
duly authorized agent or agents of such Holders shall have the right at any and all reasonable
hmes to inspect such books, records and accounts. ‘I'he lssuer shall, within two hundred ten
(210) days following the close of each Fiscal Ycar of the Issuer, cause an audit of such books,
records and accounts to be made by an independent firm of certified public accountants.

Copies of each such audit report shall be placed on file with the lssver and be made
available at reasonable times for inspeclion by Holders of the Bonds.

(G) DISPOSITION OF SYSTEM.

(i) The System may be sold or otherwise disposed of as a whole or
substanhally as a whole, only if the net proceeds (o be realized, togelher with
other moneys available for such purpose, shall be sufficient to fully retire all of
the Outstanding Bonds issued pursuant to this Resolution and all interest
thereon to their respective dates of maturity or earhier redemption dates and to
make any lermination payments required under any Qualified Agreament. The
proceeds from such sale or other dispaosition of the System shall immedialely be
deposited first in the Bond Service Fund and then in the Subordinated Debt
Service Fund and shall be used only for the purpose of paying Parity Contract
Oblhigations, and paying the principal of and interest on the Bonds and
Subordinated Debt as the same shall become due, or e redemption of callable
Bonds and Subordinated Debt, or the purchase of Bonds and Subordinated Debt
ot a price not greater than the redemplion price of said Bonds and Subordinated
Debt, or, if the Bonds or Subordinaled Debl are not then redecmable prior to
maturity, at prices not greater than the redempution pnice of such Bonds or
Subordinated Debt on the next ensuing redemphion date

(n) The foregoing provision notwithslanding, the Issuer shall have and
hereby reserves Ihe right to sell, lease, exchange or otherwise dispose of any of
the tangible property or ownership inleres! in langible propurty comprising 2
part of the Sysiem in the following manner, if any ope of the following
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conditions exist: (a) such property 15 nol necessary for the opcrahon of the
System or (b) such property is not useful wn the operation of the System or (c)
such propecty is not prohtable ;n the operation of the System.

Prior to aay sale, Jease, exchange or uther disposstion of sawd property.

(1) i the amount 10 be received therefor is not i excess of one-halfl (1/2) of
one percentum (1%) of the vatue ol the gross plant investmenl 11 the System, the officer of the
tssuer charged with the normal acquisition, construction, opccation, mantenance and repair of
the portion of the System for which dispossiion 1s sought, may determine that such property
comprising a part of such System 1s either no longer necessary, useful or profitable in the
operation thereof.

(2) if the amount to be received therefar is in excess of one-hall (1/2) of one
percentum (1%) of the value of the gross plant mvestment in the System, the officer of the
Issuer charged with the norma) acquisifion, construction, aperation, maintenance and repair of
ihe portion of the Sysiem for which disposiion is sought and the Consultng Engineer shall
each first make a {inding in writing determinng that such property comprising a part of such
System is ciiher no longer necessary, usefu) or profitable in the uperation thereof, and the
Issuer shal), by resolution duly adopted, approve and concur in the {inding of such authorized
officer and the Consulting Engincer.

The net proceeds realized from such disposal of a part of the System shall be deposited
wn the Renewal, Replacement and Iinprovemen! Fund to the extent necessary lo make the
amount on deposit therein equal fo the amount then required to be on deposit therein; and any
additional moneys not needed for said fund shall be used for any capital expenditures in
conneclion with the Syslem or the purchase or redempiion of Qutstanding Bonds.

() Notwithstanding any other provision of this Section 20(G) or this
Resolution to the contrary, except for the imial paragragh of this Section 20(G),
the Issuer may sell, lease, exchange or otherwise dispose of tangible property or
an ownership interest in (angible property comprising a part of the Systemn
provided the duly authonized officer charged with the npormal acquisition,
construction, operation, maintenance and repair of the portion of the System for
which dispasition js sought, and the Qualified Independent Consultant cach
make a finding i» writing, adopted and confirmed by resolution of the Issuer,
determining that (i) such sale, lease, exchange or other disposition will nol
matenally wmpair or restricl the Issuer's abilily to realize Gross Revenues in
compliance with the requirements therefor as set (orth hercwn, and (i) such sale,
lease, exchange or other disposilion i1s in the economic best interests of ihe
Issuer.

(1) Notwithstanding any other provision of this Section 20(G) or this
Resolution to the contrary, the lssuer may transict ownership and/or operation
of all or a portion of the System to any poblic body authurized by the laws of the
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Slale ‘o own and/or operale such System on an installment sale basis provided
ihat :he lssuer (a) hiis received an opinion of Bond Counsel staling the federal
income tax cxemplion of the interest on the Bonds (not nncJudng taxable Bonds)
will not be aftected and has recerved an opinion of Bond Counsel stating iha
such sale is not piohibited by any applicable Flonda law, and (b) the ssuer
adopts 4 resolution (o the elfect that, based upon such certificales and opinions
ol us Consuiling Engineer, independent certified public accountants, Bond
Counsel, Financial Advisor or other Qualified Independent Consultant as the
Jssuer shal) deem necessary, desirable or appropriate, such transfer will not
malerially adversely affect the nghts of the Holders of the Bonds.

(1) INSURANCE. The lssuer shall provide protection for the System both in
accordance wilh the requirements of al) agreements, if any, to which Lhe Issuer may al the ime
be a party will tespect 1o joul ownership of properties by Lhe Jssuer with others wlich is parl
of the System, and un accordance with Prudent Uulity Practice. Said protection may consist of
insurance, self nsurance and indemnities. The 1ssuer will keep, or cause 10 be kept, the works,
plants and facilities comprising the propertics of the System insured, and will catry such ether
insurance againsi fire and other risks, actidents or casualties at least to the extent and of the
kinds that insurance is vsually carried by ublities operating like properhes. Any insurance
shall be in the form of policies or contracts for ingurance with insurers of good standing, shall
be payable to the lssuer and may provide for such deductibles, exclusions, limilalions,
restrichions, and restriclive endorsements cuslomary in policies for similar coverage jssued lo
entibes operating properties similar to the properties of the System Any self insurance shall
be in the amounts, manner and of the type provided by entities operating praperties similar to
the properties of the Sysiem. In the evert of any loss or damage to the System covered by
insurance, the lssicr will, with respect to each such loss, promptly repair, reconstruct or
replace the parts of the System affected by such loss or damage to the extent necessary to the
proper conduct of the operation of the business of the System in accordance with Prudent
Utility Prachice, shall cause the proceeds of such insurance to be applied for that purpose to the
extent required therefor, and pending such application, shall hold the proceeds of any
surance policy covering such damage or loss in trust to be applied for that purpose 10 the
exient required therefor Any excess insurance proceeds received by the fssuer may be used by
the Issuer for any lawful purpose. Notwithsianding the foregoing or any provisions ol this
Resolution ta the contrary, the Issuer shall not be required to mainlain insurance with respect
to facihnes for which insurance shall not be available or for facilities which, in accordance with
Prudent Ulility Practice, are not customarily insured.

(1) NO FREE SERVICE. 50 Jong as any Bonds are ouistandng, the Issuer shall not
furnish or sapply the facilities, services and commodilies of the Systemn either free ol charge or
for a nomuwal charge o any person, {irm or corporation, public or privale, including the
Issver’s depariments, agencies and instrumentalities which avay) themselves of the services of
the Sysiern The Issuer shall promptly enforce (he payment of aay and all accounts owing to
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the Issuer and delinquent, by disconhnung service or by fihing suits, achions or proceedings, or
by both disconhnuance of service and (ding sunt.

(J) MANDA'IORY CUT OFF  The Issuer shall establish a written policy consisieni with
sound business judgment (or the disconnection from the System of any customer whe fails to
pay for services rendered by the System, and shali enlorce such pobicy dihgently and farly.

(K) ENFORCEMENT OF COLLECTIONS  The Issuer will diligenily enforce and
collect the rates, fees and other charges for the services and facilities of the System and wil)
take all steps, actions and proceedngs for the enforcement and collechion of such rates, charges
and fees as shall become delinguent to the full extent permytied or authorized by law; and wi!
maintain accurate records with respect thereof. All such fecs, rates, charges and revenues
shall, as collected, be held in trust to be applied as herein provided.

(L) OPERATING BUDGET. The Issuer shall annually, prior to commencement of each
ol its Fiscal Years, prepare and adopt a budget of the estimated expenditures for the operalion
and maintenance of the System during such next succeeding Fiscal Year The lssuer shall mail
copies of such annua) budgets (including any amendments therelo) o any Holder or Holders
of Bonds who shall file his address with the Issuer and request in writing that copies of all such
budgets be furnished him and shall make available such budgets of the System at all
reasonable times to any Holder or Holders of Bonds or to anyonc acting for and on behail of
such Holder or Holders. Bondholders shall pay reasonable actual cost of printing and mailing

of such copies.

(M) MANDATORY CONNECTICNS; NO COMPETING SYSTEM  So long as service is
U fact available as reasonably determined by the Issuer, the Issuer will, to the full extent
permitied by law, require all lands, buildings and shructures within the area being served by
the System as of the date of issuance of the Series 2003 Bonds, o connect with and vse such
tacilities within sixty (60) days after notification. To the exient permiited by law, the Issuer will
not grant a franchise for the operation of any competing ulility system or systems within the
area served by the System as of the date of issuance of the Series 2003 Bonds until all Bonds
issued hereunder, logether with the interest thereon,-and premivm, if any, have been paid n
full. Notwithstanding the foregoing, the Issuer shall not be required to duplicate services
being provided by private or public utilities in the arca being served by such private or public
vlilities on the dale of )ssuance of the Series 2003 Bonds. In addition, the Jssuer shall not be
prohibited {rom allowing olher private or pubhc utiblies to provide services wilhin the area
being served by the Sysiem as of the date of issuance of the Series 2003 Bonds, if the issuer
shall not be providing such service m such area on that date. Nothing herein shall be deemed
to constitute the approval of the Issuer for any privale or public utility (other than the Sysiem)
lo provide any services wilhin the boundaries of the Issuer or within the area being served by
the Systern as of the date of issuance of the Senes 2003 Bonds or within any olher area of the

lssuer.
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(N) SUPERVISORY PERSONNEL. The Jssuer, in operating the System, will employ or
designale, as manager, one or more of s qualified eroployees, or an independent contraciar,
who have demonstrated ability and experience in operating similar facilities, and will require
o}l such employees or independent contraciors, as the case may be, who may have possession
of money derived from the operation of the System to be covered by a fidebly bond, wrillen by
a responsible indemnity company in amounts fully adequate to protect the Issuer from loss.

(O) PAYMENT OF TAXES, ASSESSMENTS AND OTHER CLAIMS. The Issuer shall
from ume (o bme duly pay and discharge, or cause to be paid and discharged, all taxes,
assessments and other governmental charges, or payments in lieu thereof, lawfully imposed
upon the properiies constituling the System or the Gross Revenues, Sewer System Capital
Facilities Fees or Waler System Capital Facilities Fees when the same shall become due, #5 well
as @)} lawfut chaims for Jabor and matenals and supplies which, if not paid, mighi becorne a iirn
or charge upon such properties or any part thereof, or upon the Gross Revenues, Sewer System
Capital Tacilifies Fees ar Water System Capital Facilities Fees or which might in any way
impair the secunty of the Bonds, except assessments, charges or cJaims which Ihe lssuer shall
in good failh contest by proper legal praceedings.

(P) ISSUANCE OF OTHER OBLIGATIONS. The Jssuer shall issue no bonds or
obligations of any kind or nature payable from or e¢njoying a lien on the Pledged Revenues if
such cbligations have priority over the Bonds or any Parity Contract Obligations with respect
to payment or lien, nor shall the lssuer creale or cause or permit to be created any debt, lien,
pledge, assignment, encumbrance or other charge having pricrily to or being on a parity with
the lien of the Bonds and any Parity Contract Obligations upon said Pledged Revenues.
Notwithstanding any other provision in this Section 20(P), the Tssuer may issue Additional
Parity Obligations under the conditions and in the manner provided heren, Any obligations
of the lssuer, oiher than the Bonds and any Parity Contract Obligations, which are payable
from the Pledged Revenues shall contain an express statement that such obligalions are junior
and subordinate in al) respects 10 the Bonds and any Parity Contract Obligations a5 to lien on
and source and securily for payment {rom such Pledged Revenues.

(Q) ISSUANCE OF ADDITIONAL PARITY OBLIGATIONS. No Additional Parity
Obligations shall be issued after the issuance of the Series 2003 Bonds herein authorized, excepl
upon the conditions and in the maoner hereinafter provided:

{n There shall have been obtained and liled with Uie Clerk a cerlificate of an
Issuer’s Financial Services Direclor stating: (a) that Ihe books and records of the Issucr relarive
to the System and the Net Revenues, and if applicable, the Sewer Systern Caphtal Facilities Fees
and the Waler System Capulal Faallities Fees, have been reviewed by the Financial Services
Director; and either (b) thai the amount of the Net Revenues desived for any consecutive
twelve (12) monihs out of the precedmng thirty (30) months preceding the date of 1ssuance of
the proposed Additional Parity Obhigations (the "Test Period”) adjusted as provided in
paragraphs (2), (3), (4), (53) and/or (6) below, is equal to not less than 110% of the Maximum
Bond Seivice Requirement becommg due in any Bond Year thereafter on (A) all Bonds issued
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under this Resolution, if any, then Outslanding, and (B) on the Addinonal Parity Obligalions
with respect to which such certificate is inade, or (¢) thar Net Revenues during the Test Pertod
adjusied as prowvided in paragraphs (2), (3), (4), (5) and/or (6) below is equal Lo not less than
105% of the Maximur Eand Service Requirement becoming due in any Bond Year thereaflter
on (A) all Bonds issued under 1his Resolulion, if any, then Quistanding, and (B) on the
Addinonal Parity Obliganons with respeci ta which such certificate is made, and Net Revenues
during the Test Period as so adjusied plus Sewer System Capital Facilities Fees and Water
System Capilal Faailines Fees dunng the Test Penod 15 equal 10 not less than 120% of the
Maximum Bongd Service Requirement becoming due in any Bond Year thereafier on (A) all
Bonds issued under this Resolution, if any, then Qutstanding, and (B) on the Additional Parity
Obligations with respeci to which such cerlificate is made.

) Upon recommendation of the Qualified Independent Consulrants, the
Net Revenues certified pursuant (o (b) and (c) in the previous paragraph may be adjusted for
purposes of this Section 20(Q) by including; (a) 100% of the additional Net Revenues which in
the opinion of the Qualihed Independeni Consultant would have been derived by the Issuer
from rate increases adopted before the Additioral Parity Obliganions are issued, if such rate
increases had been implemented before the commencement of such Bond Year and (b) (06% of
the additiona} Net Revenues estimaled by (he Qualified Independent Consultant lo be derived
during the first full fwelve month penod afler the facilities of the System are extended,
enlarged, improved or added to with the proceeds of the Additional Parity Obligations with
respect to wluch such certificate 1s made.

(3) Upon recommendalion of the Qualified Independent Consultants if the
Additional Parity OQbligations are 10 be issued for the purpose of acquiring an existing water
system and/for sewer system and/or any other wulility system in accordance with Section 26
hereof, the Net Revenues certificd pursuant to Section 20(Q)(1)(b) or {c) may be adjusted by
including: 100% of the addilional estimated Net Revenues which n the written opinion of the
Qualified Independent Consultants wil) be derived {rom the acquired facilities during the first
full 12-month period after the 1ssvance of such Additional Parity Obligations (the Qualified
Independent Consultants’ repoit shall be based on the actual operating revenues of the
acquired wility for a recent 12-month period adjusted to reflect the Issuer's ownership ang the
Issuer’s rale siructure in effect with respect to the System at the time of the issuance of the
Additional Parity Obligalions).

(4) Upon recommendation of the Qualified Independent Consuttants, if the
auwnber of connections as of the first day of the month in which the proposed Additional Parily
Obligations are to be 1ssued exceeds the average number of such connections during such
twelve (12) consecutive month periad, \hen the Net Revenues certified pursuant 1o Secthon
20(QN1)(b) or (c) may be adjusted to include Ihe Net Revenues which would have been
ceceived in such Lwwelve (12) consecutive months if those addilional connections had also been
connected to the System during all of such twelve (12) consecutive months.
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(5) Upon recommendation of the Qualified lndependent Consultan, if the
Issuer shall have enlered 1nto a contracl, which coniract shall be for 3 durabon of not less than
the final malurity of \he proposed Additional Panty Obligations, with any public body,
whereby The Issuer shall have agreed to furnish services for the colleclion, Ireatment or
disposal of sewage or agreed to furmsh services in connection with any water syslem or any
otherithlity system, then the Net Revenues cerihed pursnant 1o Section 20(Q){(Lj(b) or (c) may
be wicreased (to the extent such amounts were not reflected In such Nel Revenues) by the
minimum amount which the public body shall guaraniee 1o pay in any one year for the
furnishing of services by the Issuer, after deducting from snch payment the estimated Cost of
Operabon and Maintenance attnibutable in such year 10 such services.

(6) Upon recornmendations of the Qualified Independent Consulanis, if
there is an estimated increase in Net Revenues to be received by the Issuer as a result ol
additions, exlensions or jmprovements to the System during the period of three (3) years
following the completion of such additions, extensions ar improvements financed with the
proceeds of Bonds or Additional Parity Obligations, then the Net Revenues derived from Ihe
System cert:fivd pursuant to Section 20(Q)(1)(b) or (¢) may be increased by hity percent (50%)
of the average annua) addjtional Nel Revenues calculated for such threr year period.

(7) The Issuer need not comply wilh the provisions of paragraph (1) of this
Section 20(Q) if and to the extent the Bonds to be 1ssued are Refunding Bonds, if the Issuer shall
cause to be delivered a certiBcate of the Financial Services Director of the Issuer setting lorth
the Average Ammual Debt Service Requirement (i) for the Bonds then Outstanding and (ii) for
all Series ol Bonds o be immediately Outstanding thereafter and stating that the Average
Annual Debt Service Requirement pursuant ta (i) above is not greater than that set forth
pursuant to (i) above.

: (8) The Issuer need not comply with the provisions of paragraph (1) of this
Section 20(Q) if and to the extent the Bonds to be issued are {or the purpose of providing any
necessary additiona! funds required for completion of any improvements to the Sysiem
("Comptetion Bonds™) if originally financed with the proceeds of Bonds; provided that such
Complerion Bonds for which the Issuer need not comply with the provision of such paragraph
(1) of this Section 20(Q) may not exceed 10% of the total principal amount of Bonds estimaled
to be requiced for such improvements to the System at the tme of issuance of the initial Series
of Bonds (o finance such improvements.

(9 The Financial Services Director of the Jssuer shall have certified that the
Issuer 15 not in defaull 1n 1he carcying oul of any of the obligations assumed under this
Resolution and no event of default shall have occurred uader this Resolubon and shall be
conumuing, and all payments required by this Resolunon to he made into the funds and
accounts eslablished hereunder shall have been made o he full extent required.



(10)  The Supplemnental Resolulion authorizing the 1ssuance of 1he Additional
Panty Obligalions shail recite that al) of ihe covenants conlamed herein will be appheable (o
such Addhonal Panty Obhgations.

(R) SEWER SYSTEM CAPITAL FACILITIES FEES. Al) Sewer System Capita) Facilities
Fees, if any, shall be deposited into the Sewer System Capital Facilities Fees Fund. All moneys
remaiming on deposit n such {und shall be utilized on or before the 26th day of coch month
and shali be applicd by the 1ssucer as follows:

(1) Such moneys shall, in the case of a deficiency in the Bond Service Fund, fisst be
applied and allocated, together with Waler System Capital Facidiies Fess to the Bond Sesvice
Imind to supplement other Pledgued Revenues 1o be deposited therein or in subshilution of other
Pledged Revenues 10 be deposiicd therein.

2) Thereafter, all moneys i the Sewer Syslem Capital Facilities Fees Fund imay be
applied by the Issuer for any use allowed by law.

Notwithstanding any provision of this Resolulion to the conirary, the amownt of Sewer
System Capital Facilities Fees used for the payment of principa} of, redemption premium, if
any, and interest on the Bonds in any Bond Year shall never exceed the maximum amount

permstted by law.

(S) WATER SYSTEM CAPITAL FACILITIES FEES. All Water System Capital Facilities
Fees, if any, shall be deposited into the Waler System Capital Facilities Fees Fund. All moncys
remaining on deposil in such fund shall be ulilized on or before the 26th day of each month

and shal) be apphed by ihe Issuer as lollows:

(1) Such moneys shall, in the case of a deficiency in the Bond Service Fund,
firsi be applied and allocated, together with Sewer System Capita) Facilihes Tees to thr Rond
Service Fund to supplemeni other Pledged Revenues lo be deposiled therein or in substilulion
ol other Pledged Neverues to be deposited therein,

(?) Therealter, all moneys in the Sewer System Capital Facilites Fees Fund
may be applied by the Issuer for any use allowed by law,

Notwithstanding any provision of this Resolution to the contrary, the amount of Water
Systern Capital Faailitivs Yees used for the payment of principal of, rederption premion, if
any, and interest on the Bonds in any Bond Year shall never exceed the maximum amoun!

permitted by law,

(T) RATE STABILIZATION FUND. The Issuer may transier wnto the Rate Stabilization
Fund such moneys which are on depost! in the Surplus Fung as it deems appropriate. The
Issuer may Wransfer such amount of maneys Jromn the Rate Stabilizabhon Turd 10 the Revenue
Fund as it deemns appropriate; provided, however, tha! on or prior (o each prnincpal and
inlerest payment date for the Bonds (in no evenl earlier than the 25th day of the maonth nex)
preceding such payment date), mooeys in the Rale Stabihzabon fund shall be applied for the
psyment into the Intcrest Account, the Parily Contract Otlgation Account, the Prinapal
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Account and the Redemption Account when the moneys therein are msufficent lo pay the
principal of and wicrest on the Bands coming chie and to pay any Parity Contract Obligations,
but only 1o the extent moneys transferred from the Surplus Fund and Renewal, Replacement
and Impeovement Tund for such purposes pursuant 1o Sections 20(B)(4) and 20(B)(3) hereof,
shall tc inadequate to fully provide for such msuf(iciency.

SECTION 2J. DEFAULTS; EVENTS OF DEFAULT AND REMEDIES. Excepl
as provided below, if any of \he following events occur, it is hereby defined as and declared 1o
be and 1o constitute an "Event of Default:”

(A) Defaultin the due and punctual payment of any uiteresi on the Bonds;

(B) Default in the due and punctual payment of the principal of and premium, if any,
on any Bond, at the staled maturity thereof, or upon proceedings for redemplion thereof;

(C) Delaull in the performance or observance of any other of the covenanls,
agreecments or conditions on the part of the Issuer contained in this Resohution or in the Bonds
and the continuance thereol for a period of thirty (30) days after written norice 1o e Issuer
given by the Flolders of ol less than lwenty-(ive percent (25%) ol aggregate principal amount
of Bonds then Outstanding (provided, however, that wilh respect to any obligation, covenant,
agreemert or condition which requires performance by a date certain, if the Issuer performs
such obligation, covenani, agreement or condibon within thirly (30) days of written notice as
provided above, the default shall be deemed 10 be cured);

(D) Faslure by the lssuer promptly to remove any execation, gamishment or
attachment of such consequence as will materially impair its ability to carry out its obligalions

hereunder; or

{E) Any act of bankruptcy or the rearrangement, adjustment or readjustment of the
obligntions of the Issuer under the provisions of any bankruptcy or moratorium laws or similar

laws relating to or affecting creditors' righis.

The term "default” shall mcan default by the Issuer in the performance or observance of
any of the covenants, agreemenls or condilions on ils parl contained in this Resolution, any
Supplemental Resolubion or in the Bonds, exclusive of any penod of grace required to
constitute a default or ap "Event of Deflault” as herewnabove provided.

Notwithstanding the foregoing, the occurrence of any default under a Qualified
Agreementl, including withoul hmitation (ailure on the nart of the [ssuer to pay Parity Contract
Obligations or 10 pay a ternunahon fee under a Qualified Agreement, shall nol be construed as or
deemed to constitute an "Evenc of Defawlt” hereunder; rather; such occurrence shall be remedied
pursuant 16 such Qualified Agreement and applicable legal and equitable principles taking into
account the parity states as to ben on Pledged Revenues which the counterparty 1o such
Quahlied Agyeement enjoys us to Parity Contrach Obhgations only, relabve io that of the
Bondholders andl thesr righis to paymenis hercunder.
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For purposes of Section 21(A) and (B) hereof, no eftect shall be given to any paymenis
madv wider any Bond bsurance Policy,

Any llolder of Bonds wssued under the provisions hereof ar any truslee acling (or the
Holders of such Bonds may, either al Jow or in cquity, by sait, action, mandamus or other
proceedings in any courl of competent junsdiction, prolect and enforce any and all nghis,
including the right to the appoinment of a receiver, existing undcr State or federal law, os
granted and contained hereln, and may enforce and compel the performance of all dubes
required herein or by any applicable Joaw to be performed by the Issuer or by any officer
thereol.

Nothing herein, however, shall be construed ta grant 10 ony Holder of the Bands any
lien on any property of the Issuer, exceplt ihe Pledged Revenues,

The (oregong notwithstanding:

(1) No remedy conferred upon or reserved to the Bongholders is intended to
be exciusive of any other remedy, bul each remedy shall be comulative and shall be in
addition 10 any obher remedy given to the Bondhoiders herennder.

(i) No delay or omission to exercise any right or power accruing upon any
default or Event of Defaull shall impair any such right or power or shall be construed to
be a waiver of any such default or acquiescence theremn, and every such nght and
power may be exercised as often as may be deemed expedient.

(1)  No waiver of any default or Event of Default hereunder by the
Buadholders shall extend ro or shall affect any subsequeni default or Event ol Defaull
or shall ympair any rights or remedies conscquent iereon.

(iv)  Accelecation of the payment of principa) of and wnterest on the Bonds
shall nal be a remnedy hereunder in the case of an Eventof Delault.

Upon ihe occurrence of an Event of Default, and vpon the filing of a suit or other
commencement of judicial proceedings to enforce the rights ol the Bondholders ander this
Resolunon, the Bondholders shall be entitied, as a matter of nghl, 10 the appointment of a
receiver or receivers of the System and the (unds pending such proceedings, with such powers
as the court making such appointment shall confer.

Notwithslandwg any provision of Ihis Resolution to the contrary, for all purpases of
ihys Sechon 21, except Ihe giving of notice of any Lvert of Defaull to the Holder of the Bonds,
any Insures of Bonds shall be deemed to be the Holder of the Bonds it has insured.

On the accursence of an Event of Default, 1o the extent such nghls may then lawfully be
waived, nerther the Issuer nor anyene claiming through or under it, shall set up, ¢lam or seek
Lo take advantage of any stay, extension or redemplion laws now or hereafier  force, in order
to prevent or lunder the enlorcensent of this Resolulion, and the Issuer, (oritsell and all who
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may claim through or under it, hereby waives, 10 the exlent it may lawfually do so, (he benefit of
all such laws and all night of redemption 1o whidy it may be entitled

Within 30 days of knowledge thereof, both the fssuer and the Paying Agenl shall
provide nolice 1o any and all Insurers of Bonds of the occnrvence of any Event of Delault.

The respective Insurers of Bonds shall be included as a party in intercst and as a party
entitled 1o (1) notify the [ssver or any applicable receiver of the occurrence of an tvenl ol
Defaull, and (ii) request the receiver to intervene in judicial proceedings that affect the Bonds
or the security therefor. The receiver is required to accepl notice of defaull from each Insurer
of Bonds.

AnyUhing in this Resolution to Lhe conlrary notwithstandung, upon the occurrence and
conbuance of an Cvent of Default, the Insurers of Bonds in defauli shall be entitled to control
and direct the enforcement of all rights and remedies granted to the Bondholders under this
Resolubion, and the Insurers of Bonds in default shall 2lso be entitled to approve all waivers of

evenls of default.

SECTION 22, AMENDING AND SUPPLEMENTING OF RESOLUTION
WITHOUT CONSENT OF HOLDERS OF BONDS. The Issuer, from time 10 time and al any
hme and without the consent or concurrence of any Holder of any Bonds, may adopt a
Supplemental Resolution amendatory hereof or supplemental herelo if the provisions of such
Supplemental Resolution shall not materially adversely affect the rights of the Hoalders of the
Bonds then Quistanding, for any one or more of the following purposes:

(A) To make any changes or corrections in this Resoluhion as to which the Issuer shall
have been advised by Bond Counsel that are reguired for the purpose of curing or correcting
any ambiguily or defective or inconsistent provisions or omission or mistake or manifest error
contained in this Resolution, or to insert in this Resolution such provisions clarilying matters or
questions arising under this Resolution as are necessary or desirable;

(B) To add additional covenants and agreements of the lssuer for the purpose of
furiher securing the payments of ithe Bonds and any Parity Contract Obligations;

(C) To surrender any 1ighl, power or privitege resecved to or conferred upon the Issner
by the terms of this Resolution:
(D) To confirm, as further assurance, any lien, pledge or charge or the subjechon to any

lien, pledge or charge, created or to be created by \he provisions ol this Resolution;

(E) To grant to or confer upon the Holders or any Qua.if:ca Agreemert Provider any
addhtional right, rernedies, powers, authonly or sccurily thal awlully may oe granted 1o or
conferred upon them;

(F) To assure compliance with federal “arbilrage” provisions ut effect from time to hme;

(G) To provide such changes as may be necessary w order o adyust the terms hereal
{but not including (he provisions of Sechion 20(E) and Section 20(Q) hereul) so as 1o foilitale
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the isstance of Variable Rate Bonds, Option Bonds, the execuhion of a Qualified Agrecmeal, or
ta obtain a Credit Facility;

(H) Yo provide for the comb™ztion of the System with any other utihty provided the
condhirons set forth in Sechon 26 hereof are satisfied,

{T) To provide for the transfer of the ownership and/or aperabon uf the System
pursuant {o a governmental reorganization as sel forth in Seclion 23 hereof; or

(J) To modify any of the provisions of th:s Resolution in any other aspecis provided
(hat sach modifications shall not be eflective unul afier the Bonds Ouistanding al the cime such
Supplemental Resolulion is adopted shall cease lo be Quistanding, or until the holc2rs thereof
consent therelo pursuant o Section 23 hereof, and any Bonds )ssued subsequent 1o any such
modsification shall contain a specihc reference ¢ the modificalions contained in such

Supplemenial Resoiution.

Except for Supplemental Resoluticns providing for the issuarce af Bonds pussuant
hereto, the Issuer shall not adopt any Supplemental Resnluhon authonzed by the foregoing
provisions of this Section unless, in the opinion of Bond Counscl, the adoption of such
Supplemental Resolution is permitted by the foregoing provisions of this Sechion.

Notwithstanding anything else in Whss Resolulion to the contrary, any amendmen{ or
supplement to this Resolulion, with the exception of that relating to the issuance ol Addtlional
Passty Obligahons, shall be subject to the prior wnitten consent of each of the Insurers of the
3onds. Any rating agency rating the Bonds must recerve notice of each amendment and a copy
thereof at least {ifteen (15) days in advance of its execubion or adoplion. Each of the Insurers of
the Bonds shall be provided with a ful) transcript of all proceedings relating to the execution of
any such amendment or supplement.

SECTION 23, AMENDMENT OF RESOLUTION WITH CONSENT OF
HOLDERS OF BONDS. Except as provided in Section 22 hereol, no materjal modfication or
amendment of this Resolution or of any resolution supplemental hereto shall be made without
the consent in writing of the Holders of fifty-one percent (31%) or more in the principal amount
of the Bonds of each Serics so affecied and then QOutstanding and any Qualified Agreement
Provider. For purposes of this Seclion, 10 the extent any Bonds are insured by a Bond
Insurance Policy or are secured by a Credst Tacility and such Bonds arc then raied in as high a
raling category as the raling category in which such Bonds were raled at the time of iniual
issuance and delivery thercof by cither S&, Moody's or Filch or successors and assigns, then
the conseni ol the Insurer or Insurers of such Bond Insurance Policy vr the 1ssuer or issuers ol
such letter of crechit shall be deemed to constitute the consent of the Holder of such Bonds. No
modificahon oc amendmient shall permil a change 10 the maturity of such Bonds or areduction
i the rate of interest thereon ar in the amount of the principal obhigahon thereof or reduce ihe
percentage of the Holders of the Bonds required to consenl to any material modification or
amendment hereof without the consent of the Folder ur Holders of al} such obligalions. For
putposes of the immediately preceding sentence, tie ssuer o1 1ssuers of a Bond lnsurance
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Polcy or a Credit Facility shall nol consent an behall ol the Molders of the Bonds. No
amendment or supplement pursoont 10 this Section 23 (bul not including Sechion 22 hereof)
shall be made withoul the consent of each of the Insurers ol Bonds.

Nolwithstanding anything else in this Kesolution to the contracy, any amendment or
supplement to this Resolution, with the exceplion of that relating to (he issuance of Additiona’
Parity Obligations, shall be subject to the prior written consent of each ol the Insurers of -he
Bonds. Any rating zgency reling the Bonds musl receive notice of each amendment and a copy
thereof at least fifteen (15) days in advance of its execution or adophion. Each of the municipal
boind insurers of the Bonds shal) be provided with a full ivanscript of all proceedings relahing to
Ihe execution of any such amendment or supplement.

SECTION 24. DEFEASANCE. Tne covenanls and obligations of the Issuer shall
be defeased and discharged under terms of this Resolation as follows:

(A) If the Issuer shal) pay or cavse o be paid, or there shall otherwise be pard, 10 any
Qualified Agreciment Provider any and all Parity Contract Obligations and to the Holders of all
Bonds the principal, redemplion premium, if any, and wnterest due or to become due thereon,
at the fimes and in the manner stipulated herein, then the pledge of the Pledged Kevenues and
all covenants, agrcements and other obligations of the Issuer 1o any Qualified Agreement
Provider and the Bondholders shall thereupon cease. terminate and become void and be
discharged and satisfied. If the Issuer shall pay or cause to be paid, or there shall otherwisc be
paid, to any Qualified Agreement Provider any and all Parity Contract Obligations and io the
Hoiders of any Outstanding Bonds the principal, redemption premiuam, if any. and interest due
or to become due thereon, at the times and in the manner stipulated herein, such Parity
Coutract Obligations and such Bonds shall cease to be entilled to any lien, benefjl or security
under this Resolution, and all covenants, opreements snd obhgabons of the lssuer to any
Qualified Agreement Provider and the Holders of such Bonds shal) thereupon cease, terminate
and become void and be discharged and satisfied.

(B) The Bonds, redernption premium, if any, and interesl due or to become due for the
payment or redemption of which moneys shall have been set aside and shall be held in trust
(through deposit by the Issuer of funds for such payment or redemption or otherwise) at the
maturiry or redemption date thereof shall be deemed to have been paid within the meaning
and with the effect expressed in paragraph (A) of this Section 24. Subject (o the provisions of
paragraph (C) and (D) of this Section 24, any Outstanding Bonds shall, prior to the matinty or
redemption dale thereol, be deemed 1o have been paid withoi the meamng and with the eflect
expressed in pavagraph (A) of this Section if (3) in case any of said Bonds are to be redeemed on
any date preor (o their matunly, the Issuer shall have given 10 the escrow agent instractions
accepled \n writing by the escrow agent to nobfy Holders of Ovistsnding Bonds in the manner
required herenn of the redemption of such Bonds on said date, and (1i) there shall have been
deposited with the escrow agent ailher moneys n an amount whach shall be sufficient, or
Acquiced Obhgations (ncludung any Acquired Obhigations issued or held in book-enliy forn
on {he books of the Department of the Treasury of the Unied States) the princal of and ihe
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interest on which when duc will provide moneys which, together witiv the moneys, il any,
deposited with the escrow agent al the same hime, shall be sufficienl, lo pay when due the
principal of and premyum, if any, and erest due and to become due on saxd Bonds on ot
prior 10 the vedemption date or matunty date thereol, as the ¢ase may be. In the evenl of an
advance vefunding pursuan o clause (1) above, the Issuct shall cause lo be delivered a
veritication report of an independent nadonally recognized cerlified poblic accountant. ) a
forward supply contract 1s employed in connection wilh the refunding, (i) such verification
report shall expressly state that the adequacy of the escrow to accomplish the refunding projeci
celies solely on the mitial escrowed investments and the maturing principal thereol and
interest income thereon and does not assume performance under or comphance with the
forward supply contract, and (ii) the apphcable escrow agreement shall provide that in the
event of any discrepancy or difjerence belween the lerms of the forward supply contract and
the escrow agreement and this Resolulion, the terins of the escrow agreement and ths

Resolution shall be controlling.

(C) For purposes of determming whether Variable Rate Bonds shall be deemed to have
been paid prior to the matunly or redemption dale thereof, as ihe case may be, by the deposit
of moneys, or Acquired Obligations and maoneys, if any, in accordance with parageaph (0) of
this Section 24, the interest to come due on such Variable Rate Bonds on or prior fo the
maturity date or redemption date thercof, as Ihe case may be, shall be calculated at the highest
of (i) the actual rate on the date of calculation, or if the indebtedness in not yet outstanding, the
initial rate (if established and binding), (ii) if the indcbtecness has been outstanding for at least
twelve months, the average rate over the lwelve months immediately preceding the date of
calculation, and (3id) (1) if interesl on the indebtedness is excludable from gross income under
the applicable provisions of \he Inlernal Revenue Code, the most recently published Bond
Buyer 25 Bond Revenue Index (or comparable index if no longer published) plus (ifty (50) basis
potints, or (2) if interest is not so excludable, the interest rate on direct U.S. Treasury Obligations
with compatable maturities plus filty (50) basis points; provided, however, thal for purposes of
any rate covenant measuring actual debt service coverage during a test penod, variable rate
indebtedness shall be deemed to bear interest at the actual rate per annum applicable during
the test period; provided, howeves, that if on any date, a5 a resull of such Variable Rate Bonds
having bome interest af less than such maxisnum rate for any peciod, the lotal amount of
moneys and Acquired Obligations on deposit with the escrow agent [or the payment of ;terest
on such Variable Rate Bonds is in excess of the total amount which would have been required
to be deposited with the escrow agent on such dale in respect of sucl- Variable Rate Bonds in
ordes to satisly the second sentence of paragrap) (B) of this Section 24, the escrow agent shal,
i requested by the [ssuer, pay the amoun! of such excess o the Issuer [ree and clear of any
trust, lien, pledge or assignment securing the Bonds or otherwise existing under this

Resolution.

(D) Oplion Bonds shall be deemed to have bueen paid in accordance with the second
sentence of paragraph (B) of this Section 24 only 1f, 10 addition to sahsfying 1he requirements of
clauses (3) and (i) of such sendence, there shall have been deposiled with the cscrow agent
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moneys in an amount which shall be sufficsent 1o pay when due the maxnmum amount of
principal of and redemption premium, if any, angd interest on such Baads whicl could become
payable to the Holders of such Bonds upon he exercise of any oplions providea 1o the Halders
of such Bonds; provided, however, that ij, al the lime a deposit is made wils the escrow agent
pursvant ia paragraph (B) of this Section 24, the options onginally exerciseble by the Holdey of
an Option Bond are no longer exercisadle, such Bond shall not be considered an Oplion Bond
for purposes of this paragraph (D). 1f any poruon of the moneys deposited wilh the escrow
agent lor the payment of the principal of and redemplion premium, if any, and inlerest on
Option Bonds is not required for such purpose, the escrow agent shal), if requested by the
Issuer, pay the amount of such excess to the Issuer free and clear of any trust, lien, secunty
intercst, pledge or assignment securing said Bonds or otherwise exssing under the Resolution.

SECTION 15. COVERNMENTAL REORGANIZATION.  Norwithstanding
any other provisions of this Resolution, this Resoluben shzall not prevent any Jowful
reorganization of the governmental structure of the Issuer, inciudi=g a merger or consotidation
of the Issuer with another public body or the transfer of a public function of the lssuer to
another public body, provided Lhat any reorganization which affects the System shal) provide
that the System shall be continued as a single enterprise and that any public Lody which
succeeds lo the ownership and aperation of the Systern shall also assume al) rights, powers,
obligations, duties and liabilities of the Issuer under this Resolution and periaining to alt Bonds
and any Qualified Agreement.

SECTION 26. ADDITIONAL UTILITY FUNCTIONS. The Issuer may expand
the utilily functions of the Syslem as they exist on the dale hereol as permjtted in the definibon
of “System” contained herein, provided that the Issuer has received the pricr writien consent of
the Insurer (provided the Insurer is not in default of its obligations under its Credit Facility)
and adepted resolulions of the Issuer 1o the effect that, based upon such certificates and
opinions of its Consulting Engineer, independent cerufied public accounlants, Bend Counsel,
Financial Advisor or other Qualified Independent Consullants as the lssuer shall deem
niecessary, desirable or appropriate, the addition of such utility functions {a) will not impuir the
ability of the Tssuer to comply with the provisions of this Resolution, and (b) will not matenally
adversely affect the rights of the Holders of the Bonds.

SECTION 27. SEPARATELY FINANCED PROJECT. Nothing in  this
Resolution shall prevent the Jssuer from authorizing and issuing bonds, notes, or other
obligations or evidences ol indebtedness other than Bonds or Subordinated Debt, for any
purpose of the Issuer aulhorized by the Act or from financing any such purpose from othey
avaslable funds (such purpose being referred 1o herein as a “Separately Financed Project”), il
the debt service on such bonds, notes, or other obligations or evidences of indebtedness, i any,
ad the Jssuer’s share of any operating expcnses related to such Separately Financed Project,
are payable solely from the revenues or other income derived from the ownership or operation
of such Scparately JFinanced Projct oc from other legally available funds of the lssuer,
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mchiding but nol hiited 10 hunds withdrawn from the Revenve Fund pursusm to Seciion
20(B)(5) hereof.

SECTION 238. QUALIFIED AGREEMENTS. Any paymenis received by Ihe
Issuer from a Qualified Agreement Provider shall constitute Gross Revenues hereunder. Any
payments to » Qualihed Agreement Provider under a (ualified Agreement so designated by
the lssuer, van constitute Panily Contract Obligahons or Suvordinated Debt. Notwithstanding
the foregong, termination payments, indemnification payment, or other lees 10 be paid by the
Isswer to a Qualificd Agreement Provider under a Qualilicd Agreement and which do nol
conslitute regularly scheduled paysments determned by relerence to interest on a notional
amount may only constitute Shbordinated Debl, and may nok constitule Parity Cortracl

Obligalions.

The lssuer may enter into one or more Qualified Agreements with respect 1o one or
more Series of Bonds (or portions thereol), provided, however, that if such Qualdied
Agreement js not enlered into at the time of wikal 1ssuance of the Series of Bonds lo which it
relates, the requirements of Section 20(Q)(1) hereol musl be met, applying e same as il $1.00
in principal amount of Addonal Parity Bands is being issued as ol the effective date of such

Qualified Agrecment.

SECTION 29. PAYMENTS TO CREDIT FACILITY. In cornection with any
Bonds, the Issuer may oblain or cause to be oblaed one or more Credit Facilities and agree
with any Credit Facdity Jssuer to reimburse such issuer direclly for amounts paid under the
terms of such Credit Faalily, together with interest thereof; provided, however, that no
obligation to 1etmburse a Credit Facility Issuer shall be created, for purposes of this Resolulion,
unlil amounts are paid wider such Credit Facility. Such payments are referred to herein as
“Reimbursement Obhigations * Any Reimbursermnent Obligation may be secured by a pledge of
and a lien on the Pledged Revenves on a subordinate basis to the lien created herein in favor of
the Holders of the Bonds and any Qualified Agreement Provider. Any such Reimbursement
Obbgation shall be deemed to be a part of the Series to which the Credit Facility which gave
nse to such Reimbursemeni Obligation relates. Payments io reimburse the jssuer of a Credit
Facihty shal) conslitute Subordinated Debt,

SECIION 30, CAPITAL APPRECIATION BONDS. For the purposes of (1)
receiving payment of the redemption price of a Capital Appreciation Bond il redeemed prior o
maturity. (11} computing Bond Service Requirement, and (iii) compuling the amount of Holders
required for any nolice, consent, request or demand hereunder for any purpose whalsoever,
1he principal amownt of a Capital Apprecsaton Bond shal) be deemed to be 1ts Acereted Value.

SECTION 31. TAX COVENANTS. Wilh sespect lo any Bonds for which ihe
Issuer intends on the dale of yssuance thereof for the interest thereon to be excluded from gross

mcome for purposes of Fedecal meome taxalion:

(A) The Issuer shall not use or permit the use of any proceeds of any such Sences of
Bonds or any other funds of the Jssuer, dircctly or mduectly, (o acquire any sccurilics or
]'\ﬂoud\\Cuy el Padon Cops 1\ B9 U W& S Irso-R el
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obligations, and shall not use or permit the use of any amounts received by the Issuer with
respect o such Series of Bonds in any manner, od sholl not take or pexmii lo be taken any
other action or actions, which would cause any such Series of Bonds to be a “private activity
bond” within the meaning of Section 141 or aa "arbitrage bond” within the meanwg ol Section
148, or “federally guaranteed” within the meaning of Section 149(b), of the Internal Revenue
Code of 1986, as amended (the "Code™), or otherwise cause interest on such Series of Bonds 1o

becorme subject to federal mcome taxation.

(B) The Issuer shall, at al) limes, do and perform al} acts and thungs permitted by law
and this Resolution which are necessary or desirable in order 1o ensure that inlerest paid on
such Series of Bonds will be excluded from gross income for purposes of federal income taxes
angd shall take no action that would result in such inlerest not being so excluded.

(C) The Issuer shall pay or cause to be paid to the United States Governrment any
amounts required by Seclion 148([) of the Code and lhe regulations thereunder (the
"Regulations”). In order to insure compliance with the rebate provisions of Sectjon 148(1) of the
Code with respect to any such Series of Bonds for which the Issuer intends on the date of
issuance thereof to be excluded from grouss income fot purposes of Federal income laxabon, the
Issuer hereby creates the “City of Palm Coast Utility System Rebale Fund” (hereinaller
sometunes called the "Rebate Fund”) to be held by ihe lssuer. The Rebate Fund need not be
maintained so long as the Issuer timely salis(ies ils obligation to pay any rebatable earmings to
the United States Treasury, however, the lssuer may, a5 an administrative convenience,
maintain and deposit funds in the Rebate Fund from time to time. Any moneys held in the
Rebate Fund shall not be considered Pledged Revenues and shall not be pledged in any
manper for the bencfit of the Holders of the Bonds. Moneys in the Rebate Fund (including
earnings and deposils therein) shall be hefd for future payment o the United Stales
Covernment as required by the Regulations and as scl forth in instructions of Bond Counsel

delivered 1o the Issuer upon issuance of such Bonds.

SECTION 32, BOOK ENTRY ONLY SYSTEM. The person m whose name any
Series 2003 Bond shall be registered shall be deemed and regarded as the absolute cwner
thereof for all purposes, and payment of or on account of the principal or redemption price of
siy such Series 2003 Bond, and the interest on any such Series 2003 dJonds (or, uv the case of the
Capital Appreciation Bonds, Accreted Values with respect thereto), shall be made only to or
upon the order of the registered owner theseto or his Jegal represenlative. All such payments
shall be valid and effectual to satisfy and discharge the liability upon such Sevies 2003 Dond
including the premium, if any, and interest thereon 1o the extent of the sum or sums so paid.

The Issuer elects to use an immobilization sysiem or pure book-entry systean with
respect 1o 1ssuaunce of the Seres 2003 Bonds, provided adequale records will be kept with
respect to he ownership of Series 2003 Bonds issued in book-entry form or the benelicial
owinership of Series 2003 Bonds issued in the name of a3 nominee The Seyes 2003 Bonds shall
be wilially 1ssued in the form of a separate single cosbixcated fully vegistered Series 2003 Bonds
for cach ol the malurities of the Serias 2003 Bonds. Upon imilial issuance, ithe ownership of
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each such Series 2003 Bonds shall be registered in the registration books kept by (he Regstrar
in the name of Cede & Co, as nomince of The Depository Trust Company ("DTC"). Except as
provided in thjs Section 32 or by Supplemental Resohibon, all of the Series 2003 Bonds shall be
registered n the regisirabion books kepl by the Registrar in the name of Cede & Co., as
nonuree of DTC. As long as e Seres 2003 Bonds shall be registered in the name ol Cede &
Co., a.l payments of principal on (he Senes 2003 Bonds shall be made by the Paying Ageni by
check or drafi or by wire 1ransfey 10 DTC, as Holder of the Series 2003 Bonds.

With respect (o Series 2003 Bonds registered in the registration books kept by the
Registrar in the nar-e of Cede & Co., as nominee of DTC, the Issuer, the Regisiror and the
Payuig Ageni shall have no responsibility or obligahion to any participant in the DTC book-
entry program (a “"Participant”) or to any indirect participant.  Without lumiting the
immediately precedwng sentence, the lssuer, the Registrar and lhe Paysng Agent shall have ne
tespounsibility or obligahion with respect to (A) the accuracy of the records of DTC, or any
Parlicipant with respect to any ownetship interest on the Series 2003 Bonds, (8) the delivery to
any Participant or any other Person other than o Series 2003 Boncdholder, as shown in the
registralion books kept by the Regisirar, of any notice wilh respect to the Series 2003 Bonds,
including any notice ol cedemption, or (C) the payment (o any Participant or any other Person,
other thar a Series 2003 Bondholder, as shown i the registration books kept by (he Registrar,
of any amount with respect to principai of, redemption premium, if any, or inlerest on the
Series 2003 Bonds. The Issuer, the Registrar and the Paying Agent shall heat and consider Lhe
Person in whose name each Series 2003 Bond is registered in the regjstration baoks kept by the
Registrar a5 the Holdec and absclute owner of such Series 2003 Bond for the purpose of
payment of principal, redemption premium, if any, and interesl with respect to such Series
2003 Bond, for the purpose of giving nolices of redemplion and other matiers with respect to
such Series 2003 Bond, for the purpose of registering transfers with respect to such Series 2003
Bond, and for ail other purposes whatsoever. The Paying Agent shall pay al) principol of,
redemplion premivom, if any, and interest on the Serics 2003 Bonds only to or upon the order of
the respective Holders, as shown in the registration books kept by the Registrar, or thesr
1especlive allomeys duly authorized in wiiting, as provided herein and all such payments
shall be valid and elfective to fully satis(y and discharge the Issuer's obligations with respect to
payment of principal, redemption premium, if any, and interest on the Series 2003 Bonds to the
extent of the sum or sums so pard. No Person other than a Holder, as shown in the registration
books kept by the Regisirar, shall receive a certificaled bond evidencing the obligation of the
Issuer 10 make payments of principal, redemption premium, if any, and inierest porsuant to
the provisions hereol  Upon delivery by DTC 1o the Issuer of written nolice lo the cffect tha
D1C has determined 1o subsuitute 2 new nominee in place of Cede & Co., and subject 1o the
provisions herein with respect to iransfers or mailing of notice of redemption, the words "Cede
& Co" in this Supplemental Resolution shall refer 1o such new nomines of DTC; and upon
recespt of such nolice, the Issuer shall promptly dehver a copy of same o the Repisirar and \he

Paying Agent,
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Upon (A) receipt by the Issuer of written notice from DTC (3) 1o the effect that a
continuation of the requirement that all of the Series 2003 Bonds be registered in the
registralion books kept by the Regisivar in the name of Cede & Co, as nominee of DTC, is nol
0 the best interest of the bereficial owaners of the Series 2003 Bonds or (ii) 10 the effect that
DTC 15 unable or unwilling lo discharge ils responsibilities and no substitute depository
willing to undcertake the fuictions of DTC hereunder can be found which is willing and able (o
undertake such funciions vpon reasonable and customary terms, or (B) determination by the
Issuer that such book-entry only sysiem 1s burdensorne to the Issuer, the Sernes 2003 Bonds
shall no longer be restricted to being regisiered in registiotion books kept by the Registrar in
the name of Cede & Co., as naminee of DTC, but may be registered in whatever name or names
Holders shall designate, in accordance with the provisions hereof. In such event, the Issuer
shall issue and the Repistrar shatl authenticate, transfer and exchange Series 2003 Bonds of like
prinrcipal amount and waturnily, v deneminations of $5,000 or any integra) multiple thereof to
the Holders thereof.

A blanket lelter of representation will be entered into by the Issuer with respect to DTC
{the “Lelter of Represermation”). The foregoing nolwithstanding, until such fdme as
participation in ihe book-entry only system is discontinued, the provisions set forth in the
Letter of Representations execuled by the Issuer and delivered to DTC in order to induce-DTC
10 act as securilies deposilory for the Series 2003 Bonds shall apply to the payment of principal
of and interest on the Series 2003 Bonds.

SECTION 33. VALIDATION. To the extent deemed advisable by Bond
Counsel, Bond Counsel) 1s hereby authorized to institute appropriate proceedings for the
validation of the Bonds and any and ail other proceedings necessary for Lhe Issuer lo determine
s authorily to issue the Bonds, and 1he proper officers of the Tssuer are hereby authornized to
verify on behalf of the Issuer any pleadings in such proceedings.

SECTION 34. PRELIMINARY OFFICJAL STATEMENT. The Issucr hereby
aunthorizes the distribution of a Preliminary Official Statement for the purpose of marketing the
Series 2003 Bonds, and delegates to the Chajrrnan, the City Manager or the Financial Services
Director, the authorily 1o deem such Preliminary Official Stalement “final® except for
“permitted omissions” within the contemplation of Rule 15¢2-12 of the Securities and Exchange
Commissjun.  The form of such Pre)iminary Official Statement shall be approved by

supplemental resolution

SECTION 3s. MUNICIPAL  BOND  INSURANCE  COMMITMENT;
RESERVE SURETY BOND COMMITMENT, AND ADDITIONAL RIGHTS 10
MUNICIPAL. BOND INSURERS. The Issuer hereby delegates to the Chairman, the Cny
Manager or the Financial Services Director, the authority 10 solicit and accept 2 boad insurance
commitment and a Reserve Fund nsurance Policy commitment from an Insurer 1o provide a
Bond Insurance Policy and 2 Reserve Fund Insurance Pobey for the Series 2003 Bonds.
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Pursnant to one or more Supplemental Resoiunhons, the Issuer may provide additional rights,
covenants, agreenients and restriclions relating (o any Insurer, any Bond Insurance Policy and

any Reserve lFund Insurance Policy

SECTION 136. SEVERABILITY. Jf any one or more of the covenants,
agreements or provisions of this Resolutioa should be held contrary to any express provision of
{aw or contrary to the policy of express law, (hough not expressly prohibiled, or against public
policy. or shall for any reason whatsoever be held invalid or shall in any manner be held to
adversely affect the vahdity of the Bonds, then such covenants, agreements ot provisions shall
be null and void and shall be deemed separate from the resnaining covenants, agreements or
provisions of 1his Resoluhon or of the Bonds issued hereunder.

SECTION 37. SALE OF BONDS. The Bonds may be issued and sold at public
or private sale at one byme or in installments from time (o time and at such price or prices as
shall be consistent wilh the provisions of lhe requirements of this Resolulion and other

applicable provisions of law.

SECTION 38. APPOINTMENT OF RTGISTRAR AND PAYING AGENT
RELATING TO SERIES 2003 BONDS. The Registiar and Paying Agent relating to the Series
2003 Bonds wil] be appointed by Supplemental Resolution,

SECTION 39, GENERAL AUTHORITY. The members of the City Council of
the Issuer and the Tssuer's officers, attorneys and other agents and employees are hereby
authorized lo perform all acts and things required of therm by this Resolution or desirable of
consistent with the requirements hereof for the full, punctual and complete performance of al)
of the lerms, covenanls and agreements contained in the Series 2003 Bonds and this Resolution,
and they are hereby authorized to execute and deliver all documents which shall be required
by Bond Counsel or the Underwriters of the Series 2003 Bonds to effectuate the sale of the
Series 2003 Bonds io said ivitial purchasers.

SECTION 40. NO THIRD PARTY BENEFICIARIES. Excepl such other
Persons as may be expressly described herein, in the Bonds, or in a Quahlied Agreement,
nothing in this Resolution, ot in the Bonds, expressed or implied, is intended or shall be
construed 1o confer upon any Persan, ather than the Issuer and the Holders, any tight, remedy
or claim, legal or equilable, under and by reason of this Resolution or any provision hereof, o
of the Bonds or any Qualified Agreement, all provisions hereof and thereof being intended to
be and being for the sole and exclusive benelit of the Issuer and the Persons who shall from
time to ume be the Holders and any Qualified Agreement Provider,

SECTION 41, NO PERSONAL LIABILITY. Neither the members of the Citv
Council of the [ssunr s any person execuling the Bonds shall be personally hable therefor or
be subject 10 any personal liability or accountability by reason of the issuance thereof



SECTION 42. AMENDMENT AND RESTATEMENT O) RESOLUTION 2003-
07, Thus Master Resolulion is mntended to and does hereby amend and restate Resolution No.
2003-07 of the Issuer in its entirely.

SECTION 43, REPEAL OF INCONSISTENT INSTRUMENTS. Al
resolutions or parts or resolutions in conflict herewith are hereby repealed lo the extent of such
conflici.

SECTION 44, EFFECTIVE DATE. The provisions of this Resolution shall take

effect immediately upon its passage.

ATDOPTED this 30 day of Seplember, 2003.

ATTEST:

( '/:(/f:m// 77& / \4‘:’&%:

Cily Clerk

APPROVED AS TO FORM:

A, A

=,
City Attomey
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CITY CLERK'S CERTIFICATE REGARDING RESOLUTION NO. 2013-40

I, Virginia A. Smith, the undersigned City Clerk of the City of Palm Coast, Florida (the
"City"), DO HEREBY CERTIFY that attached hereto is a copy of Resolution No. 2013-40,
adopted at a meeting of the City duly called and held on May 21, 2013 (the “Resolution”) which
has been compared by me with the original thereof as recorded in the Minute Book of said City
and said Resolution is a true, complete and correct copy thereof. The Resolution has been duly
adopted at a meeting where a quorum was present and acting throughout and has not been
further modified, amended, supplemented or repealed and is in full force and effect as of the
date hereof in the form attached hereto.

IN WITNESS WHEREOF, I have hereunto set my hand and affixed the official seal of the

City as of the 20th day of April, 2016.

(SEAL) City of Palm Coast, Florida
City Clerk
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RESOLUTION NO. 2013- 40
AMENDING AND SUPPLEMENTING RESOLUTION 2003-22

A RESCLUTION AMENDING AND SUPPLEMENTING RESOLUTION NO.
2003-22 OF THE CITY OF PALM COAST, FLORIDA; AUTHORIZING AND
APPROVING THE ISSUANCE OF NOT TO EXCEED $107,000,000 CITY OF
PALM COAST, FLORIDA UTILITY SYSTEM IMPROVEMENT AND
REFUNDING BONDS, SERIES 2013, TO FINANCE, REFINANCE AND/OR
REIMBURSE THE COST OF CERTAIN ADDITIONS, EXTENSIONS AND
IMPROVEMENTS TO THE PALM COAST UTILITY SYSTEM AND TO PAY
TRANSACTION COSTS, ALL SUBJECT TO THE SATISFACTION OF
CERTAIN CONDITIONS' CONTAINED HEREIN; APPROVING THE
PUBLIC SALE OF THE BONDS AND AUTHORIZING A NOTICE OF SALE
IN CONNECTION THEREWITH; DELEGATING THE AWARD OF THE
SALE OF THE BONDS TO THE SUCCESSFUL BIDDER SUBJECT TO THE
SATISFACTION OF CERTAIN CONDITIONS CONTAINED HEREIN;
AUTHORIZING THE PURCHASE OF A BOND INSURANCE POLICY FOR
ALL, SOME, OR NONE OF THE BONDS; DESIGNATING AN ESCROW
HOLDER AND APPROVING THE FORM OF AND AUTHORIZING THE
EXECUTION AND DELIVERY OF AN ESCROW DEPOSIT AGREEMENT;
APPOINTING THE REGISTRAR AND PAYING AGENT AND APPROVING
THE FORM OF A REGISTRAR AND PAYING AGENT AGREEMENT;
APPROVING THE FORM OF A PRELIMINARY OFFICIAL STATEMENT
AND APPROVING THE'EXECUTION AND DELIVERY OF A FINAL
OFFICIAL STATEMENT; APPROVING THE FORM OF THE DISCLOSURE
DISSEMINATION AGENT AGREEMENT; PROVIDING FOR CERTAIN
AMENDMENTS TO RESOLUTION NO. 2003-22 WHICH SHALL BECOME
EFFECTIVE ONLY UPON OCCURRENCE OF CERTAIN CONDITIONS
PRECEDENT; PROVIDING CERTAIN OTHER MATTERS IN
CONNECTION THEREWITH; AND PROVIDING AN EFFECTIVE DATE,

WHEREAS, the City Council (the "City Council") of the City of Palm Coast, Florida (the
"Issuer) adopted Resolution No. 2003-22 on September 30, 2003 (as amended and
supplemented, the "Master Resolution™) to authorize the issuance of not to exceed $150,000,000
Utility System Revenue Bonds, Series 2003, (the “Serfes 2003 Bonds") and the issuance thereafter
of "Additional Parity Obligations,” as such term is defined therein;

WHEREAS, pursuant to the Master Resolutjon, on October 30, 2003, the [ssuer issued
$96,650,000 in original principal amount of its Series 2003 Bonds;



WHEREAS, pursuant to the Masler Resolution, on January 25, 2007, the Issuer issued
$49,840,000 in original principal amount of its Utility System Revenue Bonds, Series 2007 (the
"Scries 2007 Bonds") as an Additiona) Parity Obligation thereunder;

WHEREAS, the issuance of Bonds pursuant to the Master Resolution has been validaled
by virtue of the unappealed Final Judgment, upon which the City relies, which determined that
such Bonds are and constitute a funded indebtedness within the meaning and effecl of Section
7(3)(e) of the City of Palm Coast Charter;

WHEREAS, all capilalized undefined terms shall have the meaning ascribed lhereto in
the Master Resolution;

WHEREAS, the Issuer has determined to (1) supplement the Master Resolubon to (1)
authorize issuance of jts not to exceed $107,000,000 City of Palm Coast, Florida Utility System
Improverment and Refunding Revenue Bonds, Series 2013 (the "Series 2013 Bonds™) as
Addilional Parity Obligations, and (2) amend the Master Resolution ta (i) include additional
provisions related to Direct Subsidy Bonds, as such term is defined herein, and (ii) revise certain
covenants pertaining to Reserve Fund Insurance Policies deposited in the Reserve Fund;

WHEREAS, the Master Resolution provides that no material modification or
amendment of the Master Resolution shall be made without the consent in writing of the
Holders of fifiy-one percent (51%) or more in principal amount of the Bonds of each Series so
affected and then outstanding;

WHEREAS, by purchasing the Series 2013 Bonds, the Holders thereof will be deemed to
have consented to the amendments to the Master Resolution set forth herein;

WHEREAS, such amendments will take effect only upon written consent ol fifty-one
percent (51%) or more of the Holders of the Series 2007 Bond or al such times as the Series 2007
Bonds are no longer Outstanding within the meaning of the Master Resohition, and/or
compliance with the requirements set forth in Section 23 of the Master Resolution;

WHEREAS, the Series 2013 Bonds are being issued to: (i) finance and/or reimburse the
costs of certain additions, extensions and improvements to the Unlity System (the "2013
Project”), (i) currently refund all of the City’s outstanding Series 2003 Bonds, (iti) fund a eash
deposit into a subaccount of the Reserve Fund for the benefit of the Holders of the Series 2013
Bonds in the event such deposit is determined to be in the best financial interests of the Issuer as
provided for herein, and (iv) pay the costs of issuance of the Series 2013 Bonds including,
without limitation, the premium for a Bond Insurance Policy, if any;

WHEREAS, the Issuer has determined it 1o be in its best interests and to serve a
paramount public purpose to provide in this Resolution for the jssuance of the Series 2013
Bonds for the purpose of financing the 2013 Project and refunding the Series 2003 Bonds, and
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this Resolution shall constitute a Supplemental Resolution for purposes of the Master
Resolution;

WHEREAS, the Issuer has been advised by ils Financial Advisor as lo the market
appropnateness of preparing for the compehtive sale of the Series 2013 Bonds in light of the
current markel levels and conditions and as to the acceptance of the most favorable bid by
delegating to the Mayor and the City Manager the authority to accept the most favorable bid for
the purchase of Lhe Series 2013 Bonds as provided herein;

WHEREAS, the Series 2013 Bonds will be secured by a lien on the Pledged Revenues on
a parity with the Series 2007 Bonds; \

WHEREAS, the Issuer deems it necessary, desirable and in the best interest of the Issuer
that the Pledged Revenues be pledged to the payment of the principal of and interest on the
Series 2013 Bonds,

WHEREAS, because of current volatile market conditions and conditions surrounding
the current credit ratings of the various municipal bond insurance companies, the Issuer degires
to provide for the option of insuring some, all or none of the Series 2013 Bonds, whichever is
determined by the City Manager and (he Finance Director to be in the best financial interests of
the Issuer as provided herein, with a Bond Insurance Policy;

WHEREAS, in connection with the offering and sale of the Series 2013 Bonds, the Issuer
desires to approve lhe distribution of the Preliminary Olficial Statement, a form of which is
attached hereto as Exhibit A, delegated the authority to deem the Preliminary Officia) Statement
"final” for purposes of Rule 15¢2-12 of the Securities Exchange Act of 1943, as amended (the
“Rule”), and authorize the execution and delivery of a final Official Staternent with respect to
the Series 2013 Bonds (the “Official Staterment”);

WHEREAS, the Issuer desires to authorize the execution and publication of a Notice of
Sale in connection with the competilive sale of the Series 2013 Bonds, a form of which is
attached hereto as Exhibit B;

WHEREAS, the Issuer desires to appoint a Registrar and Paying Agent with respect to
the Series 2013 Bonds and authorize the execution and delivery of a Registrar and Paying Agent
Agreement, a form of which is attached hereto as Exhibit C (the "Registrar and Paying Agent
Agreement”),;

WHEREAS, in connection with its continuing disclosure obligations under the Rule, the
Issuer desires to approve the form of, and authorize the execution and delivery of a Disclosure
Dissemination Agent Agreement, a form of which js altached hereto as Exhibit D (the
"Disclosure Dissemination Agent Agreement”); and
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WHEREAS, excepl as described above, the Pledged Revenues are not pledged or
encumbered in any manner,

NOW THEREFORE BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF
PALM COAST, FLORIDA, AS FOLLOWS:

SECTION 1. AUTHORITY TOR THIS RESOLUTION. This Resolution is
adopted pursuant to Article VII, Section 2(b) of the Constitution of the State of Florida, Chapter
159, Part I, and Chapter 166, Part 11, Florida Statutes, as amended, the City Charter of the City of
Palm Coast and other applicable provisions of law and the Master Resolution.

SECTION 2. FINDINGS. The sbove stated recitals in the whereas clauses and
Section 1 are hereby incorporated as the findings of this Supplemental Resolubon.

SECTION 3. APPROVAL OF SALE AND ISSUANCE OF SIRIES 2013 BONDS.
The Series 2013 Bonds are hereby authorized to be issued subject 1o the terms and conditions set
forth herein. Subject and pursuant to the provisions of the Master Resolufion, the Issuer hereby
determines o issue a Series of Bonds in an aggregate principal amount not to exceed
$107,000,000, to be known as “City of Palm Coast, Florida Utility System Improvement and
Refunding Revenue Bonds, Series 2013," for the purposes of (i) financing and/or reimbursing
the costs of certain additions, exiensions and improvements to the Utlity System (the "2013
Project”), (ii) currently refunding all-of the City's outstanding Series 2003 Bonds, (iii) fund a cash
deposit into a subaccount of the Reserve Fund for the benefit of the Holders of the Series 2013
Bonds in the event such deposit is determined to be in the best financial interests of the Issuer as
provided for herein, and (iv) paying the costs of issuance of the Series 2013 Bonds including,
without limitation, the premium for a financial guaranty insurance policy, if any. The Series
2013 Bonds shall be sold at a public sale, in accordance with the terms and conditions set forth
in the Notice of Sale.

The proceeds of the Series 2013 Bonds, shall be applied in accordance with Section 11
hereof and as provided in a certificate of the City Manager or Finance Director delivered upon
issuance and delivery of the Serics 2013 Bonds. All covenants contained in the Master
Resolution with respect to Bonds shall be applicable to the Series 2013 Bonds.

SECTION 4. DESCRIPTION OT SERIES 2013 BONDS, The Series 2013 Bonds
shall be issued in fully registered form without coupons; may be Capital Appreciation Bonds,
Serial Bonds or Term Bonds; shall be dated; shall be numbered consecutively from one upward
in order of maturity preceded by the letter “R” if Serial Bonds or Term Bonds, and preceded by
the letters “CABR" if Capital Appreciation Bonds; shall be in the denomination of $5,000 each, or
integral multiples thereof for the Serial Bonds and Term Bonds, and in $5,000 Accreted Values
at maturity for the Capital Appreciation Bonds or in $5,000 multiples thereof; shall bear interest
at such rate or rales as contained in the bid of the successful bidder for the Series 2013 Bonds;
such interest to be payable semiannually on each October 1 and April 1 of each year until
maturity if Serial Bonds or Term Bonds or payable at maturity if Capital Appreciation Bonds,
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and shall mature annually on October 1 in such years and such amounts as will be provided in
the Official Staterment.

Each Series 2013 Bond shall bear interest from the interest payment dale next preceding
the date on which it is authenticated, unless authenticaied on an interest payment date, in
which case it shall bear interest from such interest payment date, or, unless authenticated prior
to the first interesi payment date, in which case it shall bear interest {rom its date; provided,
however, that if at the time of authentication, payment of any interest which is due and payable
has not been made, such Serial or Term Bond shall bear interest from the date to which interest
shall have been paid.

Each Capital Appredation Bond shall bear interest only at maturity or upon redemption
poior to matutity in the amount determined by reference to the Accreted Value.

The principal of and the interest and redemption premium, if any, on the Series 2013
Bonds shall be payable in any coin or currency of the United States of America which on the
respective dales of payment thereof is legal tender for the payment of public and private debts.
The interest on the Serial or Term Bonds shal) be payable by the Paying Agent on each interest
payment date, or the first business day following an interest payment date if such interest
payment date is not a business day, o the person appearing on the registration books of the
Issuer hereinafter provided for as the registered Holder thereof, by check or draft mailed to
such registered Holder al his address as it appears on such registration books or by wire
transfer to Holders of $1,000,C00 or more in principal amount of the Series 2013 Bonds.
Payment of the principal of all Seria) or Term Bonds (reduced by any Amortization Installments
previously paid by the Issuer on any Term Bonds) and the Accreted Value wilh respect to Lhe
Capital Appreciation Bonds shall be made upon the presentation and surrender of such Series
2013 Bonds as the same shall become due and payable.

As Jong as any Series 2013 Bonds are outstanding in book-entry form, the provisions of
the Master Resolution inconsistenl with such system of book-entry registration shall not be
applicable to such Series 2013 Bonds, and the Issuer covenants to cause adequate records to be
kept with respect to the ownership of any Series 2013 Bonds issued in book-entry form or the
beneficial ownership of bonds issued in the name of a nominee. '

The City Manager is hereby authorized, based on the advice of the Financial Advisor, to
determine whether it is in the best financial interests of the Issver to fund a cash deposit into a
subaccount of the Reserve Fund for the benefit of the Holders of the Series 2013 Bonds. Such
determination, if any, shall be cvidenced by a cerlificate executed by the City Manager upon
issuance of the Series 2013 Bonds. Such cash deposit shall be funded with proceeds of the Series
2013 Bonds and deposited inlo a separate subaccount in the Reserve Fund lo be known as the
“Series 2013 Reserve Subaccount” which subaccount shall secure only the Series 2013 Bonds. The
amount deposited into the Series 2013 Reserve Subaccount shali not exceed the lesser of (i) the
Maximum Bond Service Requirement for the Series 2013 Bonds, (ii) 125% of the Average
Annual Bond Service Requirement for the Series 2013 Bonds, or (iii) the largest amount as shall
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not adversely affect Lhe exclusion of interest on the Series 2043 Bonds [rom gross income for
Federa) income tax purposes.

SECTION 5. AUTHORIZATION OF REFUNDING AND TLE 2013 PROJECT.
The current refunding of the Series 2003 Bonds and the 2013 Project are hereby authorized.

SECTION 6. SALE OF BONDS; AUTHORIZATION OP PRELIMINARY _AND
FINAL OFFICIAL STATEMENT. The Series 2013 Bonds shall be issued and sold at public sale
at one tone or in installments {rom time lo time and at such price or prices as shall be consistent
with the provisions of the Master Resolution, the requirements of thig Resolution and other
applicable provisions of law. With respect to the Series 2013 Bonds, the Notice of Sale, in
substantially the form of which is attached hereto as Exhibit B, is hereby approved and the
Issuer’s financial advisor is authorized to publish such notice, or summary thereof, as required
by Jaw. The form of the Preliminary Official Statement prepared with respect to the sale of the
Series 2013 Bonds, in substantially the form of which is attached hereto as Exhibit A, is hereby
approved and is authorized to be published with only such permitted omissions as provided in
the Rule. Permitted omissions, as defined in the Rule, shall mean the offering price(s), interest
rate(s), selling compensation, aggregate principal amount, principal amount per maturity,
delivery dates, ratings, the identity of the underwriters and other terms of the Sertes 2013 Bonds
and any underlying obligations to be stated in the completed competitive bid form, all with
respect to the Serjes 2013 Bonds. The form of Preliminary Official Staternent is deemed final for
purposes of the Rule.

The Mayor and City Manager are hereby authorized and directed to execute and deliver
an Official Statement substantially in the form of the Preliminary Official Staternent in the name
and on behalf of the lssuer, and thereupon to cause such Official Statement to be delivered to
the underwriter with such changes, amendments, modifications, omissions and additions as
may be approved by the Mayor and City Manager. Said Official Statement, including any such
changes, amendments, modifications, omissions and additions as approved by the Mayor and
City Manager, and the information contained therein are hereby authorized to be used in
cornection with the sale of the Series 2013 Bonds to the public, Execution by the Mayor and
City Manager of the Official Statement shall be deemed to be conclusive evidence of approval of
such changes.

SECTION 7. OPTIONAL BOND INSURANCE POLICY COMMITMENT. The
City Manager and the Finance Director are hereby authorzed, based on the advice of the
Financial Advisor, to determine whether it is in the best financial interests of the Issuer to obtain
finandal guaranty insurance for some, all or none of the Series 2013 Bonds, and to take any
actions and do all things necessary in order to obtain such insurance. In the event that an
insurance commitment setting forth terms and conditions acceptable to the City Manager and
Finance Director prior to the award and sale of the Series 2013 Bonds in a form consistent with
the authority in this Resolution is not received, then the Series 2013 Bonds shall be issued

without such insurance,
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A finandial guaranty insurance policy (the “Bond Insurance Policy™), which guaraniees
the payrment of principal and interest on any Serics 2013 Bonds insured thereby (the “Insured
Bonds™), is hereby authorized to be purchased from in accordance with such insurance
commitment, and payment for such insurance is hereby authorized from the proceeds of the
Series 2013 Bonds. Assuming timely receipt of the insurance commitment as provided for
hereunder, the City Manager and Lhe Finance Director are each hereby authorized (o execute
such insurance commitmenl, A statement of insurance is hereby authorized to be printed on or
attached to the Insured Bonds

SECTION 8. RESERVE FUNID. I[n Section 16(C) of the Master Resolution, the
Issuer created and esiablished the Reserve Fund, In the event a cash deposit is made into the
Series 2013 Reserve Subaccount in accordance with Section 4 hereof, then such Subaccount shall
sccure only the Series 2013 Bonds.

As of the date hereof, the Reserve Fund is currently funded with cash and/or Permitted
Investments valued as of the date hereof 1o equal $9,420,718, which was derived from cash
deposits by the Issuer in an amount equal to the Reserve Requirement calculated based on the
Series 2003 Bonds ($6,289,612) and the Series 2007 Bonds ($3,131,106). Upon the jssuance of the
Series 2013 Bonds, proceeds thereof in an amount equal to the outstanding principal balance of
the Series 2003 Bonds will be used to currently refund the Series 2003 Bonds, and funds on
deposit In the Reserve Fund to satisfy the Reserve Requirement for the Series 2003 Bonds shall
be released from the Reserve Fund and may be expended by the Issuer for Project Costs
associated with the 2013 Project.

Upon issuance of the Series 2013 Bonds and release of funds on deposit in the Reserve
Fund to satisfy the Reserve Requirement for the Series 2003 Bonds, the Reserve Fund (exclusive
of any subaccounts created therein) shall secure only the Series 2007 Bonds, any Additiona)
Parjty Obligations issued in the future to refund any or all of the Series 2007 Bonds (the
"Refunding Bonds”) and any Additional Parity Obligations issued in the future which are
designated to be secured thereby. The Series 2013 Reserve Subaccount, jf any, shall secure only
the Series 2013 Bonds,

SECTION 9. CREATION OF SERIES 2013 PROJECT ACCQUNT, The Series
2013 Project Account is hereby created within the Project Fund pursuant to Section 16(F) of the
Master Resolution (o be funded from the proceeds of the Series 2013 Bonds. The moneys on
deposit in the Series 2013 Project Account shall be disbursed pursuant to Section 18 of the
Master Resolution. When no moneys remain in the Series 2013 Project Accounl, it shall be
closed.

SECTION 10. ESCROW DEPOSIT AGREEMENY,  Simultaneously  with  the
dehvery of the Series 2013 Bonds to the Purchaser, the Issuer shall enter into an escrow depaosit
agreement (the “Escrow Deposit Agreement”) with Wells Fargo Bank, National Association (the
“Escrow Holder") which shall pravide for the deposit of sums and for the investment of moneys
in appropriate Acquired Obligations so as to produce sufficient funds to make all the payments
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described in the Escrow Deposit Agieement The Escrow Deposit Agreemenl is to be in
substantially the form set forth in Exhibit E attached herelo, together with such changes as shall
be approved by the Mayor, such appraval to be conclusively evidenced by the execution thereof
by the Mayor. The execution of the Escrow Deposit Agreement is hereby approved, and the
execution of the Escrow Deposit Agreement by the Mayor is hereby authorized, to be attested
by the City Clerk, the form and correctness of which to be approved by the City Attorney. At
the time of execution of the Escrow Deposit Agreement, the Issuer shall furnish to the Escrow
Holder named therein appropriate documentation to demonstrate that the sums being
deposited and the investmenls to be made will be sufficient for such purposes.

Subject to the execution and delivery of the 2013 Bonds, the Issuer hereby irrevocably
calls the callable Series 2003 Bonds for redemption on October 1, 2013, or such other date as
determined by the Mayor in the Escrow Deposit Agreement, at a redemption price of 100% of
the principal amount of such Series 2003 Bonds to be redeemed, plus accrued interest thereon to
the redemption date. Not before issnance of the Series 2013 Bonds and not less than thirty (30)
days prior to such redemption daie, the Issuer hereby directs Wells Fargo Bank, National
Association, as successor to Wachovia Bank, the Paying Agent for the Series 2003 Bonds (the
2003 Paying Agent"), to mail a notice of the redemption of the callable Series 2003 Bonds to
each holder thereof in accordance with the requirements of Section 14 of the Master Resolution,
in the form to be prepared by Bond Counsel. Furthermore, upon issuance of the Series 2013
Bonds, the Issuer hereby directs the 2003 Paying Agent to mail a notice of defeasance to each
holder of the Series 2003 Bonds in the form to be prepared by Bond Counsel.

SECTION11.  APPLICATION OF SERIES 2013 ROND PROCEEDS. The proceeds,
including original issue premium, if any, received from the sale of the Series 2013 Bonds shall
be applied by the Issuer simultaneously with the delivery of such Series 2013 Bonds to the
purchaser thereof, as follows:

(a) A sufficient amount of the Series 2013 Bond proceeds shall be applied to
the payment of the premium of the Bond Insurance Policy applicable to the Series 2013
Bonds, if any, ang to the payment of costs and expenses, including legal, accounting,
engineering, underwriting and financial advisory fees and expenses, and other fees and
expenses relating to the issuance of the Series 2013 Bonds which must be paid upon
delivery of the Series 2013 Bonds.

(b) A sum specified in the Escrow Deposit Agreement that, together with
other legally available funds of \he Issuer, if any, and taking into account investments, if
any, shall be sufficient to currently refund the Series 2003 Bonds shal! be deposited with
the Escrow Holder pursuant ta the hereinafier defined Escrow Deposit Agreement and
used in the manner described therein.

(<) All remaining proceeds shall be deposited into the 2013 Project Fund and
used for the purpose of paying Project Cosls of the 2013 Project.
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(d) Any moneys remaining after all 2013 Project Costs have been paid shall
be disbursed as provided in a Supplemental Resolution of the Issuer, but shall only be
used for the purposes permitted by law.

SECTION 12. APPOINTMENT OF REGISTRAR AND PAYING AGENT;
AUTHORIZATION OF EXECUTION AND DELIVERY OF REGISTRAR _AND PAYING
AGENT AGREEMENT, Wells Fargo Bank, National Association is hereby appointed Registrar
and Paying Agent telating to the Series 2013 Bonds. The Registrar and Paying Agent
Agreemenl, in the form attached hereto as Exhibit C, is hereby approved and authorized. The
Mayor and the City Manager are hereby authorized and directed to execute and deliver the
Registrar and Paying Agent Agreement. The execution and delivery thereof in the manner
described in the preceding sentence shall constitute complete approval of such Registrar and
Paying Agent Agreement by (he Issuer, including any changes (o the form being approved, and
shall be deemed 1o be a part of this instrument as fully and to the same exlent as if incorporaled
verbatim herein.

SECTION 13. CONTINUING DISCLOSURE. The Issuer hereby covenants and
agrees thal, in order to provide for compliance by the lssuer with the continuing disclosure
requirements of the Rule with respect to the Series 2013 Bonds, it will comply with and carry
out all of the provisions of the Disclosure Dissernination Agent Agreemenl, in subslantially the
form atlached hereto as Exhibit D, with such changes, amendments, modifications, omissions,
and additions as shall be approved by the Mayor or City Manager to be executed by the Issuer
prior to the time the Issuer delivers the Series 2013 Bonds to the undetwriter, as it may be
amended from time to ime [n accordance with the lerms thereof.

The Issuer hereby approves the Disclosure Dissemination Agent Agreement, in the form
altached hereto. The Mayor and City Manager are hereby authorized and directed to execute
and deliver the Dijsclosure Dissemination Agent Agreement. The execution and dclivery
thereof in the manner described in the preceding sentence shall constitute complete approval of
such Disclosure Dissemination Agent Agreement by the Issuer, including any changes to the
form being approved, and shall be deemed to be a part of this instrument as fully and 1o the
same extent as if incorporated verbatim herein.

Notwithstanding any other provisic;n of this Resolution, failure of the Issuer to comply
with such Disclosure Dissemination Agent Agreement shall not be considered an Lvent of
Default under the Master Resolution, However, the Disclosure Dissemination Agent
Agreement shal] be enforceable by the Holders of the Series 2013 Bonds in the event that the
Issuer fails to cure a breach thereunder within a reasonable time after written notice from a
Holder of the Series 2013 Bonds to the Issuer that a breach exjsts. Any rights of the Holders of
the Series 2013 Bonds to enforce the provisions of the Disclosure Dissemination Agent
Agreement shall be on behalf of all Holders of the Series 2013 Bonds and shall be himited to a
right to obtain specific perfarmance of Lhe Issuer’s obligations thereunder.
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SECTION 14, MASTER RESOLUTION AMENDMIENTS., By purchasing the
Series 2013 Bonds, the Holders thereof shall be deemed to have consented to the amendments to
the Master Resclulion set forth below. The amendments provided for in paragraphs (A)
through (I) below shall take effect only upon written consent of fifty-one percent (51%) or more
of the Holders of the Series 2007 Bonds or at such lime as the Series 2007 Bonds are no longer
Outstanding, and/or compliance with the requirements set forth in Section 23 of the Master
Resolution. The amendments provided for in paragraph (J) below shall take effect only at such
time as the Serics 2007 Bonds are no longer Outstanding, and/or compliance with the
requirements set forth in Section 23 of the Master Resolution. The amendments provided for in
paragraph (K) below are non-material and shall take effect immediately upon adoption hereof.

(A)  The definition of "Bond Service Requirement” set forth in Section 2 of the Master
Resolution is hereby amended as follows, with additional text indicated by underline.

"Bond Service Requitement” shall mean, for any Bond Year, at any time, the
amount required to be deposited in such Bond Year into the Bond Service Fund,
as provided herein including any Retmbursement Obligation {any interest shall
nol_invlade interes) 1o the extent i} is 1o be paid from a_direet subsidy paymenl

expected to be received by the Issuer relating fo Direcl Subsidy Bonds). In

calculating such amount, the Issuer shall subtract therefrom any amounts to be
transferred from the Project Fund for the purpose of paying inlerest on the
Bonds. With respect to Variable Rate Bonds which are not subject to a Qualified
Agreement, if any, the interest rale used to calculate the Bond Service
Requirement shall be (i) the actual rate on the date of calculation, or if the
indebtedness s not yet outstanding, the initial rate (if established and binding),
(i) if the indebtedness has been outstanding for at least twelve months, the
average rate over the twelve months immediately preceding the date of
calculation, and (i) (1) if the indebtedness has been outstanding for twelve
months or less, if interest on the jndebtedness is excludable from gross income
under the applicable provisions of the Internal Revenue Code, the most recently
published Bond Buyer 25 Bond Revenue Index (or comparable index if no longer
published) plus fifty (50) basis points, or (2) if inlerest is not sc excludable, the
interest rate on direct U.S. Treasury Obligations with comparable maturities plus
fifty (50) basis points; provided, however, that for purposes of any rate covenant
measurning actual debt service coverage during a test period, Variable Rate Bonds
which are not subject to a Qualified Agreement shall be deerned 1o bear inlerest
at the actual rate per annum applicable during the test period. 1f Bonds are
Option Bonds, the date or dates of tender shall be disregarded, unless actually
tendered angd not remarketed, and the stated maturity dates thereof shall be used
for purposes of this calculation, if such Oplion Bonds are required to be paid
from Pledged Revenues hereunder on such date of tender. 1f the Issuer has
entered into a Qualified Agreement with respect to certain Variable Rate Bonds
Oulstanding hereunder or to be jssued herenunder, the interest coming due on
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such Variable Rate Bonds for purpases of this definition shall be deemed to be
based upon the synihelic hxed interest rate under the Qualified Agreement,
without giving any regards to fees and expenses incurred in connection with Lhe
purchase of a Jiguidity facility.

(B)  The definition of “Cost of Operalion and Maintenance” set forth in Section 2 of
the Master Resolution s hereby amended as follows, with additonal text jndicated by
underline.

“"Cost of Operation and Mainlenance” of the System shall mean the then current
expenses, paid or accrued, in the operalion, maintenance and repair of the
System, as calculated in accordance with generally accepted accounting
principles, including, but not limited 1o, general administrative and indirect
labor costs, personal services, conlractual services, repairs and maintenance, and
malerials and supplies, bult shall not include expenses not annually recurring,
any reserve for renewals and replacements, extraordinary repairs or any
allowance for deprecialion, any Bond Service Requirement, any payments in lieu
of taxes, franchise fees or other transfers,_rosls incred with respect to Lhe
issuance of Additinnal Parity Obligations o amaunts budgeted and_paid (rom

amounts on depositin the Renewal,_Replavement andd bynprovement Fund,

(@) Section 2 of the Master Resolution is hereby amended to include the following
definition, with additional text indicated by underline.

“Direct Subsidy Bonds® shall mean any taxable bonds issued by the lssuer
hereunder for which either (1) the Issuer receives direel subsidy payiments or any
other interest subsidy or similar_payments made by the State and/or Federal

Goyernment in_an amount equal to a percenlage of the inlerest paid on sugh
bond, or (2) the holder of suet band receives a tax credit in an amount equal o a

percentape of the interest paid on such bond.

(C)  The definition of “Cross Revenues" or “"Revenues” set forth in Section 2 of the
Master Resolution is hereby amended as follows, with additional text indicated by underline,

"Gross Revenues" or "Revenues” shall mean all income and earnings, including
Connection Fees, received by the Issuer or accrued (o the Issucr from the
ownership, use or operation of the System and all parts thereol, moneys
deposited from the Rate Stabilization Fund into the Revenue Fund in accordance
with lhe terms hereof, provided any moneys transferred from (he Rate
Stabilization Fund into the Revenuc Fund wilhin 90 days following the end of a
Fiscal Year may be designated by the Issuer as Gross Revenues of such pnor
Fiscal Year, and shal) also include investment income, if any, carned on any tund
or account created pursuant to this Resolution, except ihe Rebate Fund, the
Sewer System Capital Facilities Fee Fund, the Water System Capital Facilities Fce
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Fund, and also including any income or earnings (including investment income)
derived [rom the System in any prior Fiscal Year and which is redeposited into
the Revenue Fund, all as calculated in accordance with generally accepted
accounting principles, and any payment received by the Issuer as contemplated
in Section 28 hercof, bul “Gross Revenues” or "Revenues” shall not include any
direct subsidy payments roceived by the Issuer relating to Direct Subsidy Bonds,
proceeds from Ihe saie or other disposition of the Systemn or any part thereof,
condemnation awards ot proceeds of insurance received with respect to the
System and moneys deposited to the Rate Stabilization Fund from the Surplus
Fund, including any moneys transferred from the Surplus Fund lo the Rate
Stabilization Pund within 90 days following the end of a Fiscal Year which the
Jssuer determines not to be Gross Revenues of such prior Fiscal Year,
Contributions in Aid of Construction, Sewer System Capital Facilities Fees,
Water Systern Capital Facilities Fees, or unrealized pains or losses from
investments.

(&) Section 20(A) of the Master Resolution is hereby amended as follows, with
additional wext indicated by underline.

(A) REVENUE FUND. Al Gross Revenues of the System and any direct

receipt thereof, be deposited in the Revenue Fund. All deposils into such
Revenue Fund shall be deemed to be held in trust for the purposes herein
provided and used only for the purposes and in the manner herein provided.

(F) Section 20(B)(2) of the Master Resolution is hereby amended as follows, with
deleted text indicated by strikethrough and additional text indicaled by underline.

) To the extent that the amounts on deposit in the Reserve Fund are less
than the Reserve Requirement, the Issuer shall next make deposits into the
Reserve Fund in the manner described below from moneys remaining in the
Revenue Fund. Any withdrawals from the Reserve Fund shall be subsequently
restored from the first moneys available in the Revenue Fund, after all required
current payments (or Cost of Operation and Maintenance as set forth above and
all current applications and allocations to the Bond Service Fund, including all
deficiencies for prior payments have been made in full. Notwithstanding the
foregoing, in case of withdrawal from the Reserve Fund, in no event shall the
Issuer be required to deposit into the Reserve Fund an amount greater than that
amount necessary to ensure that the difference between the Reserve Requiremeni
and the amounts on depasit in the Reserve Fund on the date of calculatjon shall
be restored not later than sixty (60) months after the date of such deficiency
(assuming equal monthly payments into the Reserve Fund for such sixty (60)
month periad).
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Upon the issuance of any Additional Parity Obligations under the lerms,
limitations and conditions as heyein provided, the Issuer mayshall, on the date of
delivery of such Additiona) Parily Obligations, increase the sum required to be
accumulated and maintained on deposit in the Reserve Fund to be al least equal
to the Reserve Requirement on all Outstanding Bonds including the Additional
Parity Obligations then issued. Such required sum may be pasd in Full or in part
from the proceeds of such Additonal Parity Obligations or may be accumulated
in equal monthly payments to the Reserve Fund over 3 period of months from
the date of issuance of the Additional Parity Obligations, which shall not exceed
the greater of (a) twelve {12) months, or (b) the number of months for which
inlerest on such Additional Parity Obligations has been capilalized, as
determined by Supplemenial Resolution. In the event moneys in the Reserve
Fund arc accomulated as provided above, (i) the amount in said Reserve Fund
on the date of delivery of the Additional Parity Obligations shall not be less than
the Restrve Requirement on al) Bonds Qutstanding (excluding the Additicnal
Parity Obligations) on such date, and (ii) the incremental difference between the
Reserve Requirement on all Bonds Outstanding (excluding the Additional Parity
Obligations) on the date of delivery of the Additional Parity Obligations and the
Reserve Requirement on all such Bonds and the Additional Parity Obligations
shall be fifty percent (50%) funded upon delivery of the Addjtional Parity
Obligations.

TheNotwithstonding_anything _herein to the contrary, the Issver may-alse
establish a separate subaccount in the Reserve Pund for any Series of Bonds and
provide a pledge of such subaccount to the payment of soch Series of Bonds
apart from the pledge provided herein. To the extent a Series of Bonds is secured
separately by a subaccount of the Reserve Fund, the Holders of such Bonds shall
not be secured by any other moneys in the Reserve Fund. Moneys in a separate
subaccount of the Reserve Fund shall be maintained at the Reserve Requirement
applicable to such Series of Bonds secured by the subaccount; provided the
Supplemental Resolution authorizing such Series of Bonds may establish the
Reserve Requirement relating to such separate subaccount of the Reserve Fund at
such level as the Issuer deems appropriate. Moneys shall be deposiled in Lhe
separate subaccounts in the Reserve Fund on a pro-rata basis. {n-the-event-the
Issiker shall-maistain-a-Reserve-Fund-hisurance Policy-or-Reserve Fund-Letter-of
Gredit-ond-mnney s-iv—the-Reserve-Bund-or-any-subaccgunt-thercin-the-ioneys
shall-bu - prripr—to—making- any—ehsbursemenic-undei—siuehResorve-Rend
fivarapcePolicy-or Resarve FundLeterof Credit

Notwithstanding the foregoing, in lieu of or in substitution for the required
deposits into the Rescrve Fund, the Issuer may,-wih-the-priorwetlenconsent-of
the—Insieers; cause to be deposiled into the Reserve Fund (or any subaccovnt
thepein) a Reserve Fund Insurance Policy andjor a Reserve Fund Letter of Credil
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ip an amount equal to the difference between the appluable_ Reserve
Requirement and the sums then on deposit mn the Reserve Fund (or any
subaccoun) tharein) plus the amounts to be deposited therein pursuant to the
preceding pacagraph. Phe-issucsprovichaz-such-ReserveFund inse ranee-Policy
andforReseeve-Eund-betierof Credit-shall either-be-{a)-n—tnsurer{i)-whoese
municipal-hond —inarrnes- poligies— sy ring—the—payment—when—Jue—ofthe
prinvipabal-ond- interest-on-municipal-boend—issne—~resulls dn—such-issues-being
rated—ir—one-ol-the-two-highestrating categorics-{withoui—reg 1 d-lo-gradatens;
sueh—as—plus™er—minus’ef—suehertegory) by—cither—Elandari—&—Joors
Comporation~Meovdys-or-Ritdhofilwio-heldsihe iphest polievholdor rding
aceorded-insureri-by -AM. Bést & Corrpanyor-any-eomparable-service—or (ba
commerc—bank-—incirance—eompany—or—eothar—inaneial—instition—the
ablipations—payable- or-puarnvced-by—swhich-have-beep—nssigned—a-rating by
Muodyls-Stands nl «Loos-CorporativirorFlldh-in-vie sHhe-tyohighest-rating
catepories—{without—regard—te—pradaliong—sueh—as—2phas”~ or—mipus’ol-suech
erlegoriesy—providedi—that—nebviihslanding—the—feragving—eneh—insurer—or
commercial-bank-must-be-raled-b y- iny-rating-agoney- ol -Apeneins-providing—
ratng-on-the-Bonds-secured-by—suchReserve Rundnsarance PolicyorRuserve
Jiund- beterofCradit:

In the event the Reserve Fund f{or any subaccoun! (hi¢rein) contains both a
Reserve Fund Insurance Policy or Reserve Fund Letter of Credit and cash, the
cash shall be drawn down completely pcior to any draw on the Reserve Fund
Insurance Policy or Reserve Fund Letter of Credit. In the event more than one
Reserve Fund Insurance Policy or Reserve Fund Letter of Credit is on deposit in
the Reserve Fund (or any_sibaccounl therein), amounts required to be drawn
thereon shall be done on a pro-rata basis calculated by reference to the maximum
amnounts available thereunder, Fhe-lssner-agrecs—to-pay—al-Relmbumement
Obligaens—in-regard—te-any—Reserve lund—dnsurance-Policy—arteserve-Fand
Ledlerof Creditsom-the-Rledged-Revenues—Rledged-Revenuasshall-beapplied
tn—aeccordance—wilh—this—Section—20(BH2)—sr—a—pro-rirki—basis—w—pay
ReimbwzementObligalone-to-the-issuerofthe-ReserveLunddasuanee-Roliey-or
Resepve-Fund-hetlev-of-Cradit-for-amoawntendvaneod amdersueh-instruments;
replenish-any-cash-deficensies-in-the-Resnrva-Tundr-and-to-pay-the-insuer-of-He
ReservoJivnd-tastrance—Roliep—n-ReserveFund—beter—o - Credi—inlerest—on
ameums-advanesdmgersneh-instiunments—Nolwithslandinganyiing hersin-to
the -contrary—this-Reselution—shall-net-be—diseharged—ordefaused—while-any
Keimbuesement-Obligations—are-owing-in-segard-te—-Reserve-Fund-tnsursnee
Roliey-vr-Reserve Find-Lelter-of-Credit- on—eposit-inthe-Reserve-Fand—The
lssueragrees-noo-optionally—redeem-orexerciseilsrighteto-an-emtracrdinary
mandieryredemption-orrefund-Bondsunless—all ReimbursementObligations
awing-inregard-to aReserve-PundInsuranee-Fohey—or-RReserve Fund-leter-of

Erediton-deposihin-the-Reserve Fund-have been-paid-in fiell-
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H-five-(b ) day = priorie-nn-inleresi-paymeatthahis-penepalpayare nbdateo —take
a—Amarization-Tnstslipienids—lne—or sichother—perud—sl~time-as-sholl-be
estbhshed-pursvar-ino-Supplemental-Resolulion ~the-lssuer—shalldeternine
thot-rdeficieneponisti-intheaveuvnt-obmeneys-aveilabletepay-in-aceordanee
with—the-terns-hercol -intere-prineipal- or- Aane rizator-Instalmen t-due-onthe
Bopsls—an—rnch—dato—the Jssnorshallammediately nolify(thetssaer—alb-the
appheable-Reserve-Fund-lnsuranceHoliey-and for the-issuer-ob Hhe-Reseeve-Tuasd
Letter of-Creditand submit-a-demand forpayment pursuantto-the-provisions of
such-Reserve Fund-Insu rance ol iey—andfor-loserve-livnd-hetterof-Credit—and
-thePayingAgent-of-theamounk-of-steh-deficierey—snd-the dde-an—which
sueh-payment-is e -and-shallteke—all-actHon~o-eausesueh—ssui - lo-pravide
meneys-sufficiente-pay-atameuntsdue on-suchinlerestpaymenidale.

The-Issuermay-evidence-its-abligationte -reimburse—the-ssuerokany-Reserve
Pund—Leter—of-Crodilor-Resurns npd—psurance—Poliey-by—exeening—ond
dehvering—a—rsimbursemen— agreemeni—herelore—swhich— evidences—a
Reimbursernent-Obligation—providedheweveran yrehmbursement agreement
tHshalbnot-beoy s reate-a-geren bobligation-eHhe lenw-the-payment-ofwhich
isceenred-by the-lulH-aith-and-eredit-ertaxing-power i-the-lssuerawd{2hahall
be-payable-oobligatethe-lssuerto-paysotelyfromthe Jedged-Revenuesin-a
manfecwhici-snetdreonsisienisvib-the-le wrs-heseofs

Fo-the-exlent-the-Issuer-cises-to-be-deposited-into-the-Rescrvaliund-u Reserve
Eund-hneuranecPoliey-andfora-Resarvefun-Lollerol-Credik fora-term-of years
sherter-tun-thelife-elthe- Rond st hen-the Reservedivnd-Insuranee Policyandfor
the-Reserve-Tund-tettervi-Credit shaliprovide—ameong-other-hings; thatthe
issnpr-Hhersof-shallprovide thelsaner and Hhe RPaying—Agents -wilenols - gsf
eachanrmivesso-obthedateoftheissnanacsheKesprve Eord-fnsuranenPoliey
add/orthetHeservo-lwbbetter-of- CreditoHhe-inte nuen-ebthe igntertheren s
etther—{)-extend-lhe—ermm-ofhe—Reserve—Fund—-Insummee—Poliey—andfar—the
Resepse—Tund—Letter of—Creditbeyond the—sxpimtion—dates—thereaf—or—2)
lerriinatd b Reserve Fund-Insurance Policy—and/or the RescrveHund-belter-of
Credat-ra-the-inilinl-ex pivalion—dates-Mwerecl o-such-other-futive-dale- as—the
issuerthereof shall-wivevstablished—- he-issves-of-lheReserveFund- psuranes
Poliey—andlorthefkeserve-Fund-leter-uf-Cravlit-natifies-thedssno—pauanri-le
ehause{-ot-the-wrmediatelyprecadingsenlenceorif-the-Issuerterminatesthe
Reverve-Tund-Letlerof-CreditandforRuserve Fund-heuraneeHobicy—lhen—the
Issuershalbdeposi Hnto-the-Reserve-Fund; w0 prioe-to-the ead-of-hefiesul)
ealerdar-men th-followihng thedseon-wiieh-sucnatiee-is woecived by-the-lssuer
and-cach—morthervaller-sueh-sums-as—shatl-besuffieieni-to-pay—an—ameurt
equabloa—{rackion-lh- numerateralbawhichsone{dand - the denominatar-wi
wehbeh-is-eqprakto—the-number obmeonths-remaiving-intheteenolthe-Reserve
Funddpsorapce-RoligpandiorihnReserve fund-Lellerof-Crodit-on dhe-date-sueh
Aphce-masreceivedanpliod-by-the masimum amenntavaiable-assoiming-full
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rebbuisementby-thedssuer-under-the Raservsband-Letieeof Creditand jor-the
ReserveFund-dnsurance Poliey-until-amounts on-depositin-the Reserve-Fune-as
a-resulbol-the-uremertinppd-deposita-and-ninlate - tharupon-theexphalion-of
sueh-ReserveTund-dnsrancePalioyand/orsuch-Rosorve-Rund-Loterof-Crediy
shall-be-equalHo-the Resume-Requirements

Addiionalby-Reserve-fund-Letters-ol-Creditshall-bafor-aterm-ofnaHese-Hhan
thyed-yearss—he-issuerof-the-Reserve Fund-Leter ob-Creditshall-be-required-o
Rob—the-lomecand- the Paying-Agent; not-later—than-38-neopths-prio—io-the
staled-expitalion-dateef-the ResepveJiund-lLeterol-Credit-as-lo-whelhersuch
expiralion—daeshall-ba-vsiended,—and-1-soshal-indicate-Hie-new—expiealion
date:

Fhe-fesuprefund-beberof Creditshalpermiito-dranw—in-ful-aotless-than-bwe
wecks prlorte—the-expiration-or-lermination-ol-sueh—Reserve fund-helar—ef
Credit-if-the-ReserveFund-betor-o-Credit-has-hot-been—teplaced-orsenewed:
FheLeserveFund-Lelterof Credit-shall direel-the-Payipg—Agent-to-draw—upen
the-Reserve-Fund-Letter-of-Credil-five days-prioi-to-ils-expiration-orteemination
srless-mraecoprable—replacerreni—isii—place—orthe—fundi—contained—in—lhe
Roseyvie-Fund—s—equa-toAheReserveRequirement-or-al-Quistanding-Boads

theretolere-isseck

The-nse-of-any-Reserve FunddnsurapeeHolioy-or-ReverveTumd-helleroF Credit
pursuani-to-thisResolutionshall-besubjeet-loteceipt-ofan-opinion-of-saunel
aeceptabledothe- Insurerand-r-{em-and substance-satisfecto py-to-thedpevreras
lo—the—due—autherization,—exeation,—delvery—and—enforecability —ol—such
instrumeni—in—aceordanee with—ik—terms—subleattonpplicable-laws—aHecling
eréditers—rights-genenlly,and-in—the-evept the-issnerof such-Creditaeilityis
ret-a-domestic—entiy--an-opinion—ofl{ereign—eomsel-in--[orm—and-substance
satisfactorylethedranrar—indditenAhense-o - Reserve-livnd-beHero Hered it
shalbbe-subject-lo-receipt-ef-an-apinivn-ol-coumsel-accoptable-to-the-Insure-and
indorm—and-substance sabisfociory—to—theInsurerto—the-elfeet-—hat-payments
under—sueh—Reserve—Rundelleraf Credibavould nel—conshitnle—aveidable
prefevence-under-Section-047 ol the U S~-Bankeuptey -Code-o-similarsiatataws
with-aveidable-prefercnee-provisionsin—+the-event-of-thefiling-ola-peliton{or
sehefwvnderthe LS Bankaptey-Code-or-similar-stale-laws-by—sr-against-the
Issuerafthe Bonds-{ormary-otheracconnt-pariy-underthe-Reserve-Fund--etterof
Credit):

Natwithstandirg-anpthing-horein-te—the—eontrarp—Reinbursement-Obligations
relating-to-a-ReseeveJund-insurance Poliey-or-Reserve-Fund-beiter af-Cradil-for
any-feus; expenses-elaims-or-draws-uponsneh-Reserve Fund-surance-Poliey-or
Reserve-FundLeterolCreditshal-bre subordinate-to-ibe payment-obdebleesvive
on-the-Bondsand-lo-the poyment-ol-Pariy-Coprac-LDbligations: Fheriphtobhe
gsuer-of-a-ReservebindInsirance Policp-or Reserve Fund-Letter-of Creditto
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payrrent-el-retmbuese men - of s -fees-andexpensesshat-besithord inated-o-eash
replendsiment—oi—theRemrze—lmd—and-subjectto—the-vecond —sueceeding
setence~is—aghi-lo—reimburseniant (or—elainis—or—d mws-sha Y-bepriorio-the
replenishment-athe—cash—drawn-frem-heReserve—Tupd—The Keserve Faned
InsuenesPoliey-or-Reserve-bund-len cr-ef-Credil-shal-provide {uy a-revolving
featlure—wnder—which-thr-amaunt-avadablethereundersvill e reinsinledda-the
extent-olae-reimbursement-of-drpws-orelairupaid—l-thevevelving {eatareds
suspended-orterminsled{orany-reasen, the-righol-the-jssuerof-the Reserve
Funddnmmance-Poliey-ar-Reserve Fund-Letterof Credit reimbursement-wilk-be
further-subosdinated-owashreplenishment-ab the-Reservellund-o-an-mneunt
equalto—the—differenca-bebtwern—the—fidborigital-amratr-availabehe-wsdertha
Reserve-Fund-fnsumnrce Poliror-Resemve-Fund-betesp LG reditand-theasprouss
Ihen—availoble-foefurther draws-orclaims—H{D-the-issyerol-a Reserve-Fund
haswranceLolep—or-Reserve-Fund-LebleraHoredibbocomes-insobeert-or () the
issner-ofu-ReserveTund-tsnrance—Rolicy—or—keserve Fund—beller-of-Credu
defastsan-ils-papmentubligations-thereunder-or- (M heea e paying-ability of
the-isstier-gf-theResepse-Tand-Tnsurance Polioy fali-balw—-S&’ " AAA o
MeodysAaa’orFiteh A AN or{hthesatingofheisuer-ofthe Reserve
Fond-Letles-of-Credit-falls-bolow—a-S&22A A - Jho-obligation—to reimbarse—the
issner-olthe Reserve-livnddnsuranceRoley—or-ResusveFundLatlosoCredit
shratl-be-subordinateto-the-cashreplenishientob-the Reserve-Mund:

- iherevolving-reinssalementfeatine-deseribed-indhe-preced ing-poragsaplvis
suspended-er-terminated-or X the-rating-of—the-claims-paying-abilidy—al-the
issvdr-af-the-Reserve-Fund-lnsuranee-Poliey—fals-below-the-S &I AAA-ora
Moeedys-“Aanor (@) the-raling-of-theissuerof-the- Reserve Funea-betler-of-Gradi
falle-bolowa S&IA AL the lusuershalletherfi)deposibinto-the-Resere Hupd
aramounksafficientte-canse-the-cash-erPermitted-hwesknents-or-depasibinthe
Reserve-fimd~to~-equal-the—Reserve—Reqirement-on—all-Guistanding—-Bends
secured—thereby —such-amount-to-be-paid—nver-the-ssningfive yearsin—-aqual
istallments-depusited-al-leagl-sermi-annual o) replacesweh-astrementwith
aReserve-Tind-Insuranee-Poliey-o e-Reseeve-Lund-Lottwi-of-Credit-meating-the
requirements—o(his Reselution-within-six-months of such-oeeurrence—In—the
even (1) the-raling-ol-tha-elaims-paying-obility-of-the-ssver-ol-the-Reserve-Hund
Insuranee-LRolicyfalls-below-2A a1 -therating-ol-the-issuer-af-the-letler-of
CredilHfalls-below 28 ar{@theissner-ohe-Reserve Fund-hsurancePohey-oF
Reseeva-Fopd-Leterof-Credd—dalanls—ins—payment-eblisalions,—or—the
issuerolthe ResopvetHund-tnsurance-Poliey-or-HReservetund-Leterof-Cradit
becomes-insolvent—the-lssuer-shall-either{i)-depesit-nie- the-Resarue-Fiund—an
amanpbsulicieni-to vausethe-cash-er Lermitted-investmenti-on-deposil-in-the
Reserve-llund-lo-equal-the-Reserve-Regu irement-on-al-sulstanding Hendssueh
amsuni—ta-be—paid—over—te- shsuipg—ypenin—equalinsiaibents sp—aldeast—a
menthlybagis-o-{il}eplace-sueh—iastrumeniwith——Regerve-tawidnsuranee
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Ralicp—oe—Rewon ve—Popd—teterof-Cradi-resting—the—requirements—of—his
Resoluon-witvr-six-montis-of sachocearrencs

H-wweRuserveFuncLetter—ol Credil-orReserve Rund-Hinrance—Roliey—shal
terminate prioete-thestialed-erpi ration-date-d here b dnsner agreesthatit shal
fund—the-Reserve-Fund-overa-period-nol o exeeed-lwelve-(32)-months during
whieh——shall pkermeceutive-equal-menthly-pavinents—in—arde—that-the
amdui-—oen-depesi-in-theReserve-Tund-sholl- cqnal-the-Reserve Requirement;
providedthedssuemay-oblaipna-pow Reservelunddautteroredil-oFa-new
Reserve-Fund-Insuranceoliey-intev-ol-moking-lrepaymentorequirad-by-this
patagraph:

Moneys in the Reserve Fund and sebaceaunts—pny subaccount therein
shall be used only for the prupose of the payment of Amortization Installments,
principal of, or interest on the Qutstanding Bonds secured thereby when the
other moneys allocated to the Bond Service Fund are insufficient therefor, and
for no other purpose,

Permitied Investments on deposit in the Reserve Fund shall be valued at
fair value pursuant to generally accepted accounting principles at least annually.
In the event of the refunding of any Series of Bonds, the Issuer may withdraw
from the Reserve Fund or subaccount securing such Series; all or any portion of
the amounts accumulated therein with respect to the Bonds being refunded and
deposit such amounts as required by the resolution authorizing the refunding of
such Series of Bonds; provided thal such withdrawal shall not be made unless (a)
immediately thereafler, the Bonds being refunded shall be deemed to have been
paid pursuanl to the provisions hereof, and (b) the amount remaining in the
Reserve Fund after giving effect 1o the issuance of such refunding obligations
and the disposition of the proceeds thereof shall not be less than the Reserve
Requirement for any Bonds then Quistanding which are secured thereby.

(G)  Section 20(B)(4) of the Master Resolution is hereby amended as follows, with
deleled text indicated by strikethrough and addihional text indicated by underline.

(4) The lssuer shall next apply and deposjt monthly from the moneys
remaining on deposit in the Revenue Fund into the Renewal, Replacement and
Improvement Fund, an amount at Jeast equal to one-lwelfth (1/12th) of fve
percent (5%) of the Gross Revenues received during the immediately preceding
Fiscal Year. The moneys in the Renewal, Replacement and Improvement Fund
shall be used only for the purpose of paying the cost of extensions, enlargements
or addilions lo, or lhe replacement of capital assets of the System or emergency
repairs or extraordinary repairs therelo. No further deposils shall be required to
be made jnto the Renewal, Replacement and Improvement Fund when there
shal] be on deposit therein an amewnt unencumbered fund balnnce equal to or
Resolubon 2013-_ 4D
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assets of the System pursuani to generally accepted accounting principles, or
such other amounl as may be determined from time lo time by the Consulting
Engincer. Funds on hand in the Renewal, Replacement and Improvement Fund
may be used to pay current Cosl of Operation and Maintenance to the extent
moneys on deposil in the Revenue Fund are insufficient {or such purposes. The
moneys on deposit in such fund may also be used 10 supplemenl the Reserve
Fund, if necessary, in order to prevent a default in the payment of the principal
and interest on the Bonds.

(H)  Section 20(Q)(2) of the Master Resolution s hereby amended as follows, with
deleted lext indicated by strikethrough.

(2) Upon recommendation of the Qualified Independent Consultants, the
Net Revenues certified pursuant to (b) and (c) in the previons paragraph may be
adjusled for purposes of s Section 20(Q) by including. (a) 100% of the
additional Net Revenues which in the opinion of the Qualified Independent
Consuvltant would have been derived by the Issuer from rate increases adopted
before the Additional Parity Obligations are issued, H-surehtate-increases-had
bearmimplemented-before-the-comime neement-efsue-Bond-Year and (b) 100% of
(he additional Net Revenues estimated by the Qualified Independent Consultant
to be derived during the first full twelve month period after the facilities of the
System are extended, enlarged, improved or added (o with the proceeds of the
Additional Parity Obligations with respect lo which such certificate is made.

)] Section 22 of the Master Resolution is hereby amended as follows, with
additional text indicated by underline.

SECTION 22, AMENDING AND SUPPLEMENTING OF RESOLUTION
WITHOUT CONSENT OF HOLDERS OF BONDS. The Issuer, from time to
time and at any time and without the consent or concurrence of any Holder of
any Bonds, may adopt a Supplemental Resolution amendatory hereof or
supplemental hereto if the provisions of such Supplemental Resolution shall not
materially adversely affect the rights of the Holders of the Bonds then
Outstanding, for any one or more of the following purposes:

€)) To make any changes or corrections in this Resolution as lo which
the Issuer shall have been advised by Bond Counsel that are required for the
purpaese of curing or correcling any ambiguity or defechive or inconsistent
provisions or omission or mistake or manifest error contained in this Resolution,
or to insert in lhis Resolution such provisions clarifying matters or questions
arising under this Resolutjon as are necessary or desirable;
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®) To add addihonal covenants and agreements of the Issuer for the
purpose of further securing the payments of the Bonds and any Parity Contract
Obljgations;

{¢)  To surrender any right, power or privilege reserved lo or
conferred upon the Issuer by the terms of this Resolution;

(d) Ta confirm, as further asgurance, any lien, pledge or charge or the
subjection to any Jien, pledge or charge, created or lo be created by the
provisions of this Resolution;

(e) To grant to or confer upon the Holders or any Qualified
Agreement Provider any additional right, remedies, powers, authority or
security that Jawfully may be granted to or conferred upon them,

(£ To assure compliance with federal “arbitrage” provisions in effect
from time to hime; ‘

(g)  To provide such changes as may be necessary in order to adjust
the terms hereof (but not including the provisions of Secion 20(E) and Section
20(Q) hereof) so as to facilitate the issuance of Variable Rate Bonds, Option
Bonds, the execution of a Qualified Agreement, or to obtain a Credit Facility;

(h)  To provide for the combination of the Systemn with any other
uhility provided the conditions set forth in Section 26 hereof are satisfied;

(1) To provide for the transfer of the ownership and/or operation of
the System pursuant to a governmental reorganization as set forth in Section 25
hereof;

0) To_amend Seclion 31 hercof 1o make covenants relating to Direct
Subsidy Bonds, if appropriale; or

(k) To modify any of the provisions of this Resclution in any other
aspects provided that such modjfications shall not be effective until after the
Bonds Oulstanding at the time such Supplemental Resolution is adopted shall
cease to be Outstanding, or unti] the holders thereof consent thereto pursuant to
Section 23 hereof, and any Bonds issued subsequent to any such modification
shall contain a specific reference to the modifications contained in such
Supplemental Resolution.

Except for Supplementa] Resolutions providing for the issuance of Bonds
pursuanl hereto, the Issuer shall not adopt any Supplemental Resolution
authorized by the foregoing provisions of this Section unless, in the opinion of
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Bond Counsel, the adoption of such Supplemental Resolution is permitted by the
foregoing provisions of this Section.

Notwithstanding anything eise in this Resolution to the contraty, any
amendmenl or supplement to this Resolution, with the exception of that relating
to the issuance of Addibonal Parity Obligations, shall be subject to the prior
written consent of each of the Insurers of the Bonds. Any rating agency rating
the Bonds must receive notice of each amendment and a copy thereof al least
fifteen (15) days in advance of its execulion or adoption. Each of the Insurers of
the Bonds shall be provided with a full transcript of all proceedings relating to
the execution of any such amendment or supplement.

1)) Section 23 of the Master Resolution is hereby amended as follows, with deleted
text indicated by strikethrough and additional text indicated by underline.

SECTION 23. AMENDMENT OF RESOLUTION WITH CONSENT OF
HOLDERS OF BONDS. Excepl as provided in Section 22 hereof, no material
modification or amendment of this Resolution or of any resclution supplemental
hereto shall be made without the consent in writing of the Holders of fifty-one
percent (51%) or more in the principal amount of the Bonds afeach-Series—+0
affecled—and then Outstanding and any Qualified Agreement Provider. For
purposes of this Section, to the extent any Bonds are insured by a Bond Insurance
Policy or are secured by a Credit Facility and such Bonds are then rated in as
high a rating category as the rating category in which such Bonds were rated at
the time of initial issuance and dclivery thereof by either S&P, Moody's or Fitch
or successors and assigns, then the consent of the Insurer or Insurers of such
Bond Insurance Policy or the issuer or issuers of such letter of credit shall be
deemed to constitute the consent of the Holder of such Bonds. No modification
or amendment shall permit a change in the maturity of such Bonds or a
reduction in the rate of interest thereon or in the amount of the principal
obligation thereof or reduce the percentage of the Holders of the Bonds required
to consent to any material modification or amendment hereof without the
consent of the Holder or Flolders of all such obligations. Fer-purpeses-al-the
immediately-precedingrentencethe-issuer-orssuerola-Bord-nsuranee Polley
ora-Credit-tacility-shalbnotconsent-v-behalf-ol+he-Holdess afthe-Bonds: No
amendment or supplement pursuant to this Section 23 (bul nol including Section
22 hereof) shall be made without the consent of each of the lnsurers of Bonds.

Notwithstanding anything else in this Resolution to the contrary, any
amendment or supplement to this Resolution, with the exception of that relahng
to the issuance of Additional Parity Obligations, shall be subject to the prior
wrilten consent of each of the Insurers of the Bonds. Any rahing agency rating
the Bonds must receive notice of each amendment and a copy thereof at least
fifteen (15) days in advance of its execution ur adoplion. Each of the municipal
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bond insurers of ihe Bonds shall be provided with a full transcript of all
proceedings relaling to the execution of any such amendment or supplement.

Nolwsthslanding any provision herein (v the contrary, so long as an Insurer is

not in defaull ynder its Bond Insurance Poliey, such Insurer shall be considered

the Holder of all Bonds insured by its Bond Insurance Policy and shall be entitied

to_give its wrillen consent to_amendments in liew of the Holder consent

requirement above relating (o such Bonds.,

(K)  The definition of "Financial Services Director” set forth in Section 2 of the Master
Resolubion is hereby amended as foliows, with deleted text indicated by strikethrough and
additional text indicated by underline,

"Financial Services Director” or "Finance Director” shall mean the Enaneio)
Sapvizes-Directorafthe-City chiel financial officer of the City, by whatever title as
may be desipnated by the City fron lime to time.

SECTION 15.  RESTATEMENT OF MASTER RESOLUTION, At such time
as Llhe amendments to the Master Resolution set forth in Sechion 14 hereof take effect, the [ssuer
may restate the Master Resolution for purposes of consolidating the provisions thereof into a
single written instrument.

SECTION 16. GENERAL AUTHORITY. The Mayor, the City Manager, the Finance
Director, the City AHormney or any other appropriate officers of the Issuer are hereby authorized
and directed to execute any and all certifications or other instruments or documents required by
the Master Resolution or any other document referred to herein as a prerequisite or
precondition to the issuance of the Serics 2013 Bonds and any such representation made therein
shall be deemed to be made on behalf of the Issuer. All action taken to date by the officers of
the Issuer in furtherance of the issuance of the Series 2013 Bonds is hereby approved, confirmed
and ratified.

SECTION 17. NO THIRD PARTY BENEFICIARIES. Except as may be expressly
described in a Supplemental Resolution, nothing in this Resolution, or in the Series 2013 Bonds,
expressed or implied, is intended or shall be construed to confer upon anyone of another entity
other than the Issuer, the Holders and the Insurer of the Series 2013 Bonds, any right, remedy or
claim, legal or equitable, under and by reason of this resolution or any provision hereof, or of
the Series 2013 Bonds, all provisions hereof and thereof being intended to be and being for the
sole and exclusive benefit of the lssuer, the Holders from time to time and the Insurer of the
Series 2033 Bonds.

SECTION 18. COVENANTS OF THE ISSUER. The Series 2013 Bonds, herein
aulhorized, shall for all inlenls and purposes be considered Bonds issued under the authorily of
the Master Resolution and shall be entitied to 2)] the protection and security provided therein
for the Bonds, and shall be in all respects entitled to the same security, rights and privileges
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enjoyed by the Series 2003 Bonds. The covenanis and pledges conlained in Ihe Masier
Resolubon and this Supplemental Resolution shall be applicable 1o all Bonds issued vnder the
Master Resolution.

SECTION 19, MASTER RESOLUTION TO CONTINUE IN FORCE. Except as
herein expressly provided, the Master Resolution and all the terms and provisions thereof are
and shall remain in foll force and effect.

SECTION 20. SEVERABILITY. If any one or more of the covenants, agreements or
provisions of this Resolution shall be held contrary to any express provision of law or contrary
to the policy of express law, though not expressly prohibited, or against public policy, or shall
for any reason whatsoever be held invalid, then such covenants, agreements or provisions shall
be nul) and void and shall be decmed separable from the remaining covenants, agreements and
provisions of ihis Resolution and shall in no way affect the validity of any of the other
covenants, agreements or provisions hereof, thereof or of the Series 2013 Bonds issued under
this Resolution.

SECTION 23, NO PERSONAL LIABILITY. Neither the members of the City
Council, nor any officials or employees of the Issuer, nor any person executing the Serics 2013
Bonds shall be personally liable therefor or be subject to any personal liability or accountability
by reason of the issbance thereof.

SECTION 22. REPEAL OF INCONSISTENT INSTRUMENTS, Al prior
ordinances and resolutions of the Issuer inconsistent with the provisions of this Resolution are
hereby repealed to the extent of such conflict and, except as otherwise repealed hereby, shall
remain in full force and effect.

[Remainder of Page Intentonally Left Blank]
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SECTION 23.  BFFECTIVE DATE. The provisions of this Resolution shall take effect
immediately upon its passage.

ADOPTED this 21st day of May 2013

CITY OF PALM COAST, FLORIDA

(SEAL)

ATTRST:

gﬂ& D Spadth

VirginiA.Smith, City Clerk

APPROVED AS TO FORM:

L

Williarn E. Reischmann, Jr., City Attorney
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EXHIBIT C

FORM OF REGISTRAR AND PAYING AGENT AGREEMENT
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EXHIBIT D

FORM OF DISCLOSURE DISSEMINATION AGENT AGREEMENT
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CITY CLERK'S CERTIFICATE REGARDING RESOLUTION NO. 2016-23

I, Virginia A. Smith, the undersigned City Clerk of the City of Palm Coast, Florida (the
“City"), DO HEREBY CERTIFY that attached hereto is a copy of Resolution No. 2016-23,
adopted at a meeting of the City duly called and held on March 29, 2016 (the “Resolution”)
which has been compared by me with the original thereof as recorded in the Minute Book of
said City and said Resolution is a true, complete and correct copy thereof. The Resolution has
been duly adopted at a meeting where a quorum was present and acting throughout and has
not been further modified, amended, supplemented or repealed and is in full force and effect as
of the date hereof in the form attached hereto.

IN WITNESS WHEREQOF, I have hereunto set my hand and affixed the official seal of the
City as of the 20th day of April, 2016.

Vs O Sindh

(SEAL) City ofPalm Coast, Florida
City Clerk
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RESOLUTION NO. 2016-23

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF
PALM COAST, FLORIDA, AUTHORIZING A LOAN FROM
AMERIS BANK IN AN AGGREGATE PRINCIPAL AMOUNT
NOT TO EXCEED $41,000,000 FOR THE PURPOSE OF
ADVANCE REFUNDING THE OUTSTANDING PRINCIPAL
AMOUNT OF THE CTY'S UTILITY SYSTEM REVENUE
BONDS, SERIES 2007, AUTHORIZING THE EXECUTION
AND DELIVERY OF A LOAN AGREEMENT AND
ACCEPTANCE OF THE BANK'S COMMITMENT;
AUTHORIZING THE EXECUTION AND DELIVERY OF A
CITY OF PALM COAST, FLORIDA UTILITY SYSTEM
REFUNDING REVENUE NOTE, SERIES 2016 TO EVIDENCE
THE CITY'S OBLIGATION UNDER THE LOAN
AGREEMENT, SUCH SERIES 2016 NOTE TO BE A LIMITED
OBLIGATION OF THE CITY PAYABLE FROM NET
REVENUES OF THE CITY'S WATER AND SEWER SYSTEM,
THE SEWER SYSTEM CAPITAL FACILITIES FEES, THE
WATER SYSTEM CAPITAL FACILITIES FEES AND MONEYS
ON DEPOSIT IN CERTAIN FUNDS AND ACCOUNTS, ALL
AS DESCRIBED HEREIN; AUTHORIZING THE EXECUTION
AND DELIVERY OF AN ESCROW DEPOSIT AGREEMENT
AND THE APPOINTMENT OF AN ESCROW AGENT
THERETO; AUTHORIZING THE APPOINTMENT OF A
VERFICATION AGENT IN CONNECTION WITH THE
REFUNDING OF THE SERIES 2007 BONDS; PROVIDING
FOR THE RIGHTS AND SECURITIES OF THE OWNER OF
THE NOTE; MAKING CERTAIN OTHER COVENANTS AND
AGREEMENTS IN CONNECTION THEREWITH; AND
PROVIDING FOR AN EFFECTIVE DATE.

WHEREAS, tf/xe City Council (the “City Council”) of the City of Palm Coast, Florida (the
"City") previously adopted Resolution No. 2003-22 on September 30, 2003, as amended (the
“Master Resolution”); and

WHEREAS, pursuant to the Master Resolution and Resolution No. 2006-24 adopted by
the City on December 19, 2006, the City previously issued its Utility System Revenue Bonds,
Series 2007 (the “Refunded Bonds”); and

WHEREAS, the Series 2016 Note will be secured by a lien on the Net Revenues of the
System, the Sewer System Capital Facilities Fees, the Water System Capital Facilities Fee and
untl] applied in accordance with the Master Resolution, the moneys on the deposit in the
various funds and accounts, as described therein (the “Pledged Revenues”) on parity and equal
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status with the outstanding principal amount of the City’s Utility System Refunding Revenue
Bonds, Series 2013; and

WHEREAS, the City Council determined that it is necessary and desirable and in the
best interest of the inhabitants of the City to borrow funds to advance refund the Refunded
Bonds and to pay the costs of issuance related thereto (the "Loan”") and received proposals from
a number of financial institutions in response to the City's request for proposals dated February
29, 2016; and

WHEREAS, the City Council hereby determines, based on recommendations from
FirstSouthwest, a Division of Hilltop Securities Inc., the City's financial advisor and City staff,
that the proposal from Ameris Bank (the “Bank”) dated March 11, 2016, (the “Commitment”)
contains the terms and provisions that are most favorable for the City; and

WHEREAS, amounts due under the Loan will be evidenced by the issuance by the City
of its City of Palm Coast, Florida Utility System Refunding Revenue Note, Series 2016 (the
"Series 2016 Note") and the Loan Agreement to be entered into between the City and the Bank,
the form of which is attached hereto as Exhibit A (the “Loan Agreement”); and

WHEREAS the debt service on the Series 2016 Note shall be payable solely from and
secured by the Pledged Revenues; and;

WHEREAS, due to the present volatility of the market for tax-exempt obligations such as
the Series 2016 Note, the need to access such market very quickly, the willingness of the Bank to
purchase the Series 2016 Note at an interest rate favorable to the City and the critical importance
of timing of the sale of the Series 2016 Note, the City has determined to sell the Series 2016 Note
through a negotiated sale to the Bank, if certain conditions set forth in this resolution are
satisfied; and .

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE CITY OF
PALM COAST, FLORIDA, as follows:

SECTION 1. AUTHORITY FOR THIS RESOLUTION. This Resolution is adopted
pursuant to Article VIII, Section 2, of the Constitution of the State of Florida, Chapter 159, Part 1
and Chapter 166, Part 1I, Florida Statutes, as amended, the Charter of the City, the Master
Resolution) and other applicable provisions of law.

SECTION 2. DEFINITIONS. All capitalized terms used herein and not otherwise
defined shall have the meanings ascribed to them in the Master Resolution or Resolution No.
2006-24.

SECTION 3. FINDINGS. It is hereby found, ascertained, determined and declared
that:
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A. The WHEREAS clauses recited above are hereby incorporated herein as a part of
this Resolution.

B. The City of Palm Coast, Florida is a duly constituted and validly existing
municipality within the State of Florida with requisite home rule powers derived from the
Constitution and Laws of the State of Florida.

C. [t is in the public interest and a valid and proper public purpose to enter into the
loan to advance refund the Refunded Bonds.

D. The Bank's offer to provide the Loan to the City in an amount not to exceed
$41,000,000 at the terms set forth in the Loan Agreement, as defined herein, is the best proposal
to refund the Refunded Bonds.

E. The Pledged Revenues shall be used to pay principal of and interest on the Series
2016 Note and any other amounts due under the Loan Agreement and the Series 2016 Note.

F. Because of the characteristics of the security pledged to repay the Loan,
prevailing conditions in the financial markets, it is in the best interest of the City to accept the
offer of the Bank to enter into the Loan Agreement and purchase the Series 2016 Note at a
private negotiated sale. Prior to the issuance of the Series 2016 Note, the City shall have
received from the Bank a Purchaser's Certificate, the form of which is attached hereto as Exhibit
B and the Disclosure Letter containing the information required by Section 218.385, Florida
Statutes, the form of which is attached hereto as Exhibit C.

G. In consideration of the purchase and acceptance by the Bank of the Series 2016
Note authorized to be issued hereunder, this Resolution together with the terms and provisions
of the Loan Agreement shall constitute a contract between the City and the Bank.

H. The Series 2016 Note shall constitute “Refunding Bonds” under the Master
Resolution and all covenants, provisions and conditions contained in the Master Resolution
relating to “Refunding Bonds” shall apply to the Series 2016 Note, as applicable.

1 A portion of the proceeds derived from the sale of the Series 2016 Note, together
with other legally available moneys, if any, of the City, shall be deposited to a special escrow
deposit fund to purchase Acquired Obligations which shall be sufficient, together with the
investment earnings therefrom and a cash deposit, if any, to pay the Refunded Bonds as the
same become due and payable or are redeemed prior to maturity, all as provided herein and in
the Escrow Agreement by and between the City and the escrow agent named therein, the form
of which is attached hereto as Exhibit D.

SECTION 4. AUTHORIZATION OF LOAN AGREEMENT AND COMMITMENT.
To provide for the security of the Series 2016 Note and to express the contract between the City
and the holder thereof, the City does hereby authorize the execution and delivery on behalf of
the City by the Mayor under the seal of the City, attested by the City Clerk, of the Loan

. 3
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Agreement by and between the City and the Bank. The Loan Agreement shall be in
substantally the form attached hereto and marked Exhibit “A” and is hereby approved, with
such changes therein as shall be approved by any of the authorized officers executing the same,
with such execution constituting conclusive evidence of such officer's approval and the City’s
approval of any changes therein to the form of the Loan Agreement attached hereto. Subject
and pursuant to the provisions of this Resolution and the terms and provisions of the Loan
Agreement, there is hereby authorized to be issued the Series 2016 Note to evidence the City's
obligations under the Loan Agreement. The Series 2016 Note is authorized to be issued in the
aggregate principal amount not to exceed $41,000,000.

To provide for the terms of the Bank's Commitment to provide the Loan, the City
Manager is hereby authorized to accept and execute the Bank's Commitment

SECTIONS. AUTHORIZATION OF THE SERIES 2016 NOTE. There is hereby
authorized to be issued the ”City of Palm Coast, Florida Utility System Refunding Revenue
Note, Series 2016” in an aggregate principal amouwnt not to exceed forty-one million dollars
($41,000,000), which shall secure amounts outstanding under the Loan Agreement and will be
repaid over a term not to exceed twenty years as provided in the Loan Agreement. The
aggregate principal amount of the Series 2016 Note shall not exceed $41,000,000, the final
maturity of the Series 2016 Note shall not be later than October 1, 2036, and there shall be a net
present value debt service savings of not less than 5.00% of Refunded Bonds par amount. The
Series 2016 Note shall bear interest at a fixed rate equal to 2.48% per annum, calculated on a
30/360 day basis, and shall be dated the date of delivery. Interest shall be payable
semiannually commencing October 1, 2016 and on each April 1 and October 1 thereafter to
October 1, 2036. Principal on the Series 2016 Note will be payable annually commencing on
October 1, 2016 and on each October 1 thereafter to October 1, 2036. Debt service on the Series
2016 Note shall be due and paid as set forth on Schedule I attached to the Serjes 2016 Note, and
subject to prepayment as provided in the Series 2016 Note.

The Series 2016 Note shall be substantially in the form attached to the Loan Agreement,
with such non-material changes as shall be approved by the Mayor, such approval to be
conclusively evidenced by the execution thereof by the Mayor. The Series 2016 Note shall be
executed on behalf of the City with the manual signature of the Mayor and the City Clerk and
the official seal of the City, and be approved as to form and legality with the manual signature
of the City Attormey. In case any one or more of the officers who shall have signed or sealed
the Series 2016 Note shall cease to be such officer of the City before the Series 2016 Note so
signed and sealed has been actually sold and delivered, such Series 2016 Note may
nevertheless be sold and delivered as herein provided and may be issued as if the person who
signed or sealed such Series 2016 Note had not ceased to hold such office. The Series 2016
Note may be signed and sealed on behalf of the City by such person who at the actual time of
the execution of such Series 2016 Note shall hold the proper office of the City, although, at the
date of such Series 2016 Note, such person may not have held such office or may not have been
so authorized.
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SECTION 6. APPROVAL OF ESCROW DEPOSIT AGREEMENT. The City hereby
authorizes the Mayor to execute and the Clerk to attest the Escrow Deposit Agreement and to
deliver the Escrow Deposit Agreement to Wells Fargo Bank, N.A. which is hereby appointed as
Escrow Agent thereunder. All of the provisions of the Escrow Deposit Agreement when
executed and delivered by the City as authorized herein and when duly authorized, executed
and delivered by the Escrow Agent, shall be deemed to be a part of this Resolution as fully and
to the same extent as if incorporated verbatim herein, and the Escrow Deposit Agreement shall
be in substantially the form attached hereto as Exhibit D, with such changes, amendments,
modifications, omissions and additions, including the date of such Escrow Deposit Agreement,
as may be approved by the Mayor, Execution by the Mayor of the Escrow Deposit Agreement
shall be deemed to be conclusive evidence of the approval of such changes.

SECTION 7. APPOINTMENT OF VERIFICATION AGENT. Grant Thormnton LLP is
hereby designated as Verification Agent in connection with the refunding of the Refunding
Bonds.

SECTION 8. PAYMENT OF PRINCIPAL AND INTEREST; LIMITED
OBLIGATION. The City promises that it will promptly pay the principal of and interest on
the Series 2016 Note and all other amounts due under the Loan Agreement and the Series 2016
Note at the place, on the dates and in the manner provided in the Loan Agreement according
to the true intent and meaning hereof and thereof. Amounts due under the Loan Agreement
shall not be or constitute a general obligation or indebtedness of the City as a "bond" within the
mearing of Article VIJ, Section 12 of the Constitution of Florida, but shall be payable solely
from the Pledged Revenues in accordance with the terms hereof and of the Loan Agreement.
The holder of the Series 2016 Note issued hereunder shall never have the right to compel the
exercise of any ad valorem taxing power by the City to pay the Series 2016 Note, or be entitled
to payment of such Series 2016 Note from any funds of the City except from the Pledged
Revenues as described herein and in the Loan Agreement.

Principal and Interest will be paid on the Series 2016 Note from moneys deposited into
the Debt Service Pund established under the Master Resolution.

SECTION 9. USE OF PROCEEDS. The proceeds of the Series 2016 Note shall be used
as follows:

(A) A sufficient amount of Series 2016 Note proceeds, together with other legally
available moneys of the City, if any, shall be deposited irrevocably in trust in an escrow deposit
fund or funds established under the terms and provisions of the Escrow Deposit Agreement
and, other than a cash deposit, shall be invested in Acquired Obligations in the manner set forth
in the Escrow Agreement, which investments shall mature at such times and in such amounts as
shall be sufficient, together with such cash deposit, if any, to pay the principal of, premium, if
applicable, and interest on the Refunded Bonds, as the same mature or are redeemed on their
respective redemption dates.
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(B) A sufficient amount of Serjes 2016 Note proceeds shall be used to pay costs and
expenses relating to the issuance of the Series 2016 Note.

SECTION 10. RESERVE FUND, There will be no Reserve Fund established for the
Series 2016 Note.

SECTION 11. GENERAL AUTHORITY. The Mayor, the City Manager, the Finance
Director, the City Attorney or any other appropriate officers of the City are hereby authorized
and directed to execute any and all certifications or other instruments or documents required
by the Master Resolution or any other document referred to herein as a prerequisite or
precondition fo the issuance of the Series 2016 Note and any such representation made therein
shall be deemed to be made on behalf of the City. Al action taken to date by the officers of the
City in furtherance of the issuance of the Series 2016 Note is hereby approved, confirmed and
ratified.

SECTION 12. PREREQUISITES PERFORMED. The City has performed all acts,
conditions required pursuant to the Mastetr Resolution and this Resolution as are required by
the Constitution and Laws of the State of Florida, and the Charter of the City.

SECTION 13. SEVERABILITY, If any provision of this Resolution shall be held or
deemed to be or shall, in fact, be illegal, inoperative or unerforceable in any context, the same
shall not affect any other provision herein or render any other provision (or such provision in
any other context) invalid, inoperative or unenforceable to any extent whatever.

SECTION 14. APPLICABLE PROVISIONS OF LAW. This Resolution shall be
governed by and construed in accordance with the laws of the State of Florida.

SECTION 15. RULES OF INTERPRETATION. Unless expressly indicated otherwise,
references to sections or articles are to be construed as references to sections or articles of this
instrument as originally executed. Use of the words “herein,” "hereby," “hereunder,” "hereof,”
“hereinbefore,”" "hereinafter" and other equivalent words refer to this Resolution and not solely
to the particular portion in which any such word is used.

SECTION 16. CAPTIONS. The captions and headings in this Resolution are for
convenience orly and in no way define, limit or describe the scope or intent of any provisions
or sections of this Resolution.

SECTION 17. MEMBERS OF THE CITY COUNCIL EXEMPT FROM PERSONAL
LIABILITY. No recourse under or upon any obligation, covenant or agreement of this
Resolution, the Loan Agreement or the Series 2016 Note or for any claim based thereon or
otherwise in respect thereof, shall be had against any member of the City Council, as such, of
the City, past, present or future, either directly or through the City it being expressly
understood (a) that no personal liability whatsoever shall attach to, or is or shall be incurred
by, the members of the City Council, as such, under or by reason of the obligations, covenants
or agreements contained in this Resolution, the Loan Agreement or the Series 2016 Note or
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implied therefrom, and (b) that any and all such personal liability, either at comumon law or in
equity or by constitution or statute, of, and any and all such rights and claims against, every
such member of the City Council, as such, are waived and released as a condition of, and as a
consideration for, the execution of this Resolution and the Loan Agreement and the issuance of
the Series 2016 Note, on the part of the City.

SECTION 18. REPEALER. All ordinances and/or resolutions or parts thereof in
conflict herewith, if any, are hereby repealed.

SECTION 19. NO THIRD PARTY BENEFICIARIES. Except such other persons as
may be expressly described in this Resolution, nothing in this Resolution, expressed or
implied, is intended or shall be construed to confer upon any person, other than the City and
the holder of the Series 2016 Note, any right, remedy or claim, legal or equitable, under and by
reason of this Resolution, or any provision thereof, all provisions thereof being intended to be
and being for the sole and exclusive benefit of the City and the persons who shall from time to
time be the holders of the Series 2016 Note.

SECTION 20. MASTER ReSOLUTION TC CONTINUE IN FORCE. The Master
Resolution and all the terms and provisions thereof, are and shall remain in full force and

effect.
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SECTION 21. ETFECTIVE DATE. This resolution shall take effect immediately upon
its adoption.

Passed and adopted by the City Council of the City of Palm Coast, Florida, this 29th day
of March 2016.

(SEAL) CITY OF PALM COAST, FLORIDA

Srendh)

A. Smith, Gity Clerk

Virgi

APPROVED AS TO FORM AND LEGALITY:
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EXHIBIT A

FORM OF LOAN AGREEMENT

Exhibit A-1
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LOAN AGREEMENT
by and between
CITY OF PALM COAST, FLORIDA
and
AMERIS BANK
Dated as of April [_], 2016
relating to

CITY OF PALM COAST, FLORIDA
UTILITY SYSTEM REFUNDING REVENUE NOTE, SERIES 2016
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This LOAN AGREEMENT js made and entered into as of April [__], 2016 by and
between CITY OF PALM COAST, FLORIDA (the "City”), and AMERIS BANK, and its
successors and assigns (the "Bank”).

WITNESSETH:

WHEREAS, the City Council (the ”City Council”) of the City of Palm Coast, Florida (the
"City") previously adopted Resolution No. 2003-22 on September 30, 2016, as amended and
supplemented (the "Master Resolution”); and

WHEREAS, pursuant to the Master Resolution, the City previously issued its Utility
System Revenue Bonds, Series 2007 (the “Refunded Bonds”); and.

WHEREAS, On | |, 2016, the City adopted Resolution No. [ ] (the
“Authorizing Resolution”) authorizing the issuance of its Utjlity System Refunding Revenue
Note, Series 2016 (the “Series 2016 Note™) to (i) advance refund the Refunded Bonds (ii) pay the
costs of issuance of the Series 2016 Note; and

WHEREAS, the City Council determined that it {s necessary and desirable and in the
best interest of the inhabitants of the City to borrow funds to refund the Refunded Bonds and to
pay the costs of issuance related thereto; and

WHEREAS, the City received and accepted the commitment of Ameris Bank (the
“Bank”) to provide a loan to the City in an aggregate principal amount of $| ] for the
purpose of refunding the Refunded Bonds and paying the costs of issuance of the Serjes 2016
Note (the “Loan”); and

WHEREAS, the Series 2016 Note will be secured by a lien on the Pledged Revenues (as
defined in the Master Resolution) on parity and equal status with the City’s outstanding Utility
System Refunding Revenue Bonds, Series 2013 (the “Serjes 2013 Bonds”); and

WHEREAS the debt service on the Series 2016 Note shall be payable solely from and
secured by the Pledged Revenues in accordance with the Master Resolution; and

WHEREAS, all or a portion of the proceeds from the sale of Series 2016 Note will be
deposited in an escrow fund pursuant to the terms of an Escrow Deposit Agreement between
the City and the escrow agent named therein and used to the redeem the Refunded Bonds
maturing on or after | ] on the redemption date provided therein; and

NOW, THEREFORE, in consideration of the premises and the mutual covenants herein

set forth and other good and valuable consideration, the receipt and sufticiency of which are
hereby acknowledged, the parties do hereby agree as follows:
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SECTION 1. DEFINITIONS. Capitalized terms used in this Loan Agreement and
not defined in this Section 1 shall have the meaning assigned in the Master Resolution. The
following terms shall have the following meanings herein, unless the text otherwise expressly

requires:

“Act" means Article VIII, Section 2, of the Constitution of the State of Florida, Chapters
159, Part I and 166, Part II, Florida Statutes, as amended, the Charter of the City, and other
applicable provisions of law.

"Authorized City Representative” means the Mayor, the City Manager, the Financial
Services Director, the Finance Director, the Clerk or their designees.

"Authorizing Resolution” means Resolution No. | ] adopted by the City
Council of the City on [ 1, 2016.

"Bank" shall mean Ameris Bank and its successors and assigns, with offices located at
181 Cypress Point Parkway, Palm Coast, Florida 32164.

“Bank’s Counsel” means Gray, Pannell & Woodward.

“Note Legislation" means collectively, the Master Resolution and the Authorizing
Resolution.

"Business Day"” means any day of the year other than a day on which the Bank or the
City are lawfully closed for business.

“City" means the City of Palm Coast, Florida, a municipal corporation of the State of
Florida.

“City Attorney” means Garganese, Weiss & D’ Agresta, P.A.

"City Council" means the City Council of the City, as the governing body of the City.
"City Manager” means the City Manager of the City or his or her designee.

"Clerk™ means the City Clerk of the City or his or her designee.

"Code” means the Internal Revenue Code of 1986, as amended.

"Commitment™ means the Commitment of the Bank, dated March 11, 2016.

"Date of Delivery” means April [__], 2016.

"Default" means an Event of Default as defined and described in Section 16 hereof.

“Finance Director” means the Finance Director of the City or his or her designee.
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"Financial Advisor" means FirstSouthwest, a Division of Hilltop Securities Inc., Crlando,
Florida.

“Financial Services Director” means the Financial Services Director of the City or his or
her designee.

"Fiscal Year” means the period from each October 1 to the succeeding September 30.

"Interest Payment Date” means each April 1 and October 1, commencing October 1, 2016
through and including the Maturity Date.

"Interest Rate” means the rate of interest payable on the Series 2016 Note described in
Section 4 hereof and in the Form of Series 2016 Note attached hereto as Exhibit A.

“Loan" shall collectively refer to an amount equal to the aggregate principal amount of
not to exceed §[ | loaned by the Bank to the City pursuant to and in accordance with
this Loan Agreement.

“Loan Agreement” means this Loan Agreement between the Bank and the City setting
forth the terms and details of the Loan.

"Maturity Date” means October 1, 2036.
"Mayor"” means the Mayor of the City.
"Note Counsel" means Bryant Miller Olive P.A.

“Pledged Revenues” means the (i) Net Revenues of the System, (ii) the Sewer System
Capital Facilities Fees, (iii) the Water System Capital Facilities Fees and (iv) and until used in
accordance with the Master Resolution amounts on deposit in certain funds and accounts, all as
defined and as described in the Master Resolution.

"Paying Agent" means the City.

“Payment Date" means both the Interest Payment Dates and the Principal Payment
Dates.

“Person” or words importing persons, means firms, associations, partnerships (including
without limitation, general and limited partnerships), joint ventures, societies, estates, trusts,
corporations, public or governmental bodies, other Jegal entities, and natural persons.

"Principal Amount" means [ ] Dollars ($[ -

“Principal Payment Date” means each October 1, commencing October 1, 2016 and
continuing through the Maturity Date.
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"Register” means the books maintained by the Registrar in which are recorded the name
and address of the Registered Owner of the Series 2016 Note.

"Registered Owner" means the person in whose name the ownership of the Series 2016
Note is registered on the books maintained by the Registrar. The initial Registered Owner shall
be the Bank.

"Registrar” means the Person maintaining the Register. The Registrar shall initially be
the Clerk.

"Regulations” means the Income Tax Regulations promulgated by the Internal Revenue
Service under Sections 103 and 141 through 150 of the Code.

“Resolution” means Resolution No. | ], adopted by the City Council on | I
2016.

“Series 2016 Note” means City of Palm Coast, Florida Utility System Refunding Revenue
Note, Series 2016, substantially in the form attached hereto as Exhibit A, evidencing the Loan
authorized herein.

"State” means the State of Florida.

SECTION 2. INTERPRETATION. Unless the context clearly requires otherwise,
words of masculine gender shall be construed to include correlative words of the feminine and
neuter genders and vice versa, and words of the singular number shall be construed to include
correlative words of the plural number and vice versa. This Loan Agreement and all the terms
and provisions hereof (a) have been negotiated between the City and the Bank; (b) shall not be
construed strictly in favor of or against either party hereto;, and (c) shall be construed to
effectuate the purpose set forth herein and to sustain the validity hereof.

SECTION 3. THE LOAN.

A. Loan. The Bank hereby makes and the City hereby accepts the Loan, upon the
terms and conditions set forth herein.

B. Disbursement of Proceeds. Proceeds of the Loan shall be made available by the
Bank to the City by deposit of the amount thereof to or for the order of the City by 2:00 p.m. on the
Date of Delivery.

SECTION 4. DESCRIPTION OF SERIES 2016 NOTE. The obligation of the City
to repay the Loan shall be evidenced by the Series 2016 Note. The Series 2016 Note shall be
dated as of the Date of Delivery; shall mature on the Maturity Date; and shall be in registered
form.

The Series 2016 Note shall bear interest from the Date of Delivery until payment of the
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entire outstanding principal amount due thereon. The Interest Rate on the Series 2016 Note
shall be a fixed rate of interest equal to 2.48% per annum. Interest on the Series 2016 Note shall
be calculated using a 360-day year consisting of twelve 30-day months.

Interest on the Series 2016 Note shall be paid semiannually on each Interest Payment
Date, commencing October 1, 2016. On each Principal Payment Date, the City shall pay an
annual installment of the outstanding principal amount due on the Series 2016 Note in the
amounts set forth on Schedule 1 of the Series 2016 Note.

The City may prepay the Series 2016 Note in whole or in part, at anytime, without a
prepayment premium or penalty.

SECTION 5. EXECUTION OF SERIES 2016 NOTE, The Series 2016 Note shall be
executed in the name of the City by the Mayor and attested by the Clerk, and its corporate seal
or a facsimile thereof shall be affixed thereto or reproduced thereon. The Series 2016 Note may
be signed and sealed on behalf of the City by any person who at the actual time of the execution
of the Series 2016 Note shall hold the appropriate office in the City, although at the date thereof
the person may not have been so authorized. The Series 2016 Note may be executed by the
facsimile signatures of the Mayor and/or Clerk, provided that at least one of the foregoing
signatures must be a manual signature.

SECTION 6. REGISTRATION AND TRANSFER OF SERIES 2016 NOTE. The
Series 2016 Note shall be and shall have all the qualities and incidents of a negotiable
instrument under the Uniform Commercial Code-Investment Securities Laws of the State of
Florida, and each Registered Owner, in accepting the Series 2016 Note, shall be conclusively
deemed to have agreed that such Series 2016 Note shall be and have all of the qualities and
incidents of negotiable instruments thereunder.

There shall be a Registrar who shall be responsible for maintaining the Register. The
person in whose name ownership of a Series 2016 Note is shown on the Register shall be
deemed the Registered Owner thereof by the City and the Registrar, who may treat the
Registered Owner as the absolute owner of the Series 2016 Note for all purposes, whether or not
the Series 2016 Note shall be overdue, and any notice to the contrary shall not be binding upon
the City or the Registrar.

Ownership of the Series 2016 Note may be transferred only in whole and in
denominations of not less than $100,000 even in whole, and only upon the Register. Upon
surrender to the Registrar for transfer or exchange of the Series 2016 Note accompanied by an
assighment or written authorization for exchange, whichever is applicable, duly executed by the
Registered Owner or its attorney duly authorized in writing, the Registrar shall deliver in the
name of the Registered Owner or the transferee or transferees, as the case may be, a new fully
registered Series 2016 Note of the same amount, maturity and interest rate as the Series 2016
Note surrendered.
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The Series 2016 Note presented for transfer, exchange, redemption or payment (if so
required by the City or the Registrar) shall be accompanied by a written instrument or
instruments of transfer or authorization for exchange, in form and with guaranty of signature
satisfactory to the City or the Registrar, duly executed by the Registered Owner or by his duly
authorized attorney.

The City and the Registrar may charge the Registered Owner a sum sufficient to
reimburse them for any expenses incurred in making any exchange or transfer after the first
such exchange or transfer following the delivery of such Series 2016 Note. The Registrar or the
City may also require payment from the Registered Owner or his transferee, as the case may be,
of a sum sufficient to cover any tax, fee or other governmental charge that may be imposed in
relation thereto. Such charges and expenses shall be paid before any such new Series 2016 Note
shall be delivered.

The new Series 2016 Note delivered upon any transfer or exchange shall be a valid
obligation of the City, evidencing the same debt as the Series 2016 Note surrendered, shall be
secured under this Loan Agreement, and shall be entitled to all of the security and benefits
hereof to the same extent as the Series 2016 Note surrendered.

Whenever a Series 2016 Note shall be delivered to the Registrar for cancellation, upon
payment of the principal amount thereof, or for replacement, transfer or exchange, such Series
2016 Note shall be cancelled and destroyed by the Registrar, and counterparts of a certificate of
destruction evidencing such destruction shall be furnished to the City.

SECTION 7. SERIES 2016 NOTE MUTILATED, DESTROYED, STOLEN OR

LOST. In case the Series 2016 Note shall be mutilated, or be destroyed, stolen or lost,
upon the Registered Owner furnishing the Registrar satisfactory indemnity and complying with
such other reasonable regulations and conditions as the City may prescribe and paying such
expenses as the City may incur, the Registrar shall issue and deliver a new Series 2016 Note of
like tenor as the Series 2016 Note so mutilated, destroyed, stolen or lost, in lieu of or
substitution for the Series 2016 Note, if any, destroyed, stolen or lost, or in exchange and
substitution for such mutilated Series 2016 Note, upon surrender of such mutilated Series 2016
Note, if any, to the Registrar and the cancellation thereof; provided however, if the Series 2016
Note shall have matured or be about to mature, instead of issuing a substitute Series 2016 Note,
the City may pay the same, upon being indemnified as aforesaid, and if such Series 2016 Note
be lost, stolen or destroyed, without surrender thereof. Any Series 2016 Note surrendered
under the terms of this Section 7 shall be cancelled by the Registrar.

Any such new Series 2016 Note issued pursuant to this section shall constitute an
original, additional contractual obligation on the part of the City whether or not, as to the new
Series 2016 Note, the lost, stolen or destroyed Series 2016 Note be at any time found by anyone,
and such new Series 2016 Note shall be entitled to equal and proportionate benefits and rights
as to security for payment to the same extent as the Series 2016 Note originally issued
hereunder.
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SECTION 8. FORM OF SERIES 2016 NQTE. The Series 2016 Note shall be in
substantjally the form attached hereto as Exhibit A, with such variations, omissions and
insertions as may be necessary, desirable and authorized or permitted by this Loan Agreement
or the Resolution.

SECTION 9. SECURITY FOR SERIES 2016 NOTE: SERIES 2016 NOTE NOT

DEBT OF THE CITY. The City promises that it will promptly pay the principal of and
interest on the Series 2016 Note and all other amounts due hereunder at the place, on the dates
and in the manner provided herein according to the true intent and meaning hereof. Amounts
due hereunder shall not be or constitute a general obligation or indebtedness of the City as a
“bond" within the meaning of Article VII, Section 12 of the Constitution of Florida, but shall be
payable solely from the Pledged Revenues in accordance with the terms of the Resolution and
this Agreement. The holder of the Series 2016 Note shall never have the right to compel the
exercise of any ad valorem taxing power to pay the Series 2016 Note, or be entitled to payment
of such Series 2016 Note from any funds of the City except from the Pledged Revenues as
described herein and in the Resolution.

SECTION 10. COVENANTS OF THE CITY. The City covenants with the
Registered Owner of the Series 2016 Note as follows:

A. Payments. The City will punctually pay all principal of and interest on the Series
2016 Note when due by wire transfer or other medium acceptable to the City and the Bank.

B. Financial Statements. Beginning with the fiscal year ended September 30, 2015,
the City will provide the Bank a copy of the audited financia) statements of the City annually.

C. Annual Budget and Other Information. The City will prepare its annual budget
in accordance with the Act, and will provide to the Bank a copy of its final annual budget for
each Fiscal Year within 30 days of adoption thereof by the City Council and such other financial
or public information as the Bank may reasonably request.

D. Tax_ Compliance. Neither the City, nor any third party over whom the City has
control, will make any use of the proceeds of the Series 2016 Note at any time during the term of
the Series 2016 Note which would cause the Series 2016 Note to be (a) a "private activity bond"
within the meaning of Section 103(b)(1) of the Code or (b) an “arbitrage bond" within the
meaning of Section 103(b)(2) of the Code. The City covenants throughout the term of the Series
2016 Note to comply with the requirements of the Code and the Regulations, as amended from
time to time, and to take all actions necessary to maintain the exclusion from gross income for
purposes of the Code of interest on the Series 2016 Note.

SECTION 11. REPRESENTATIONS AND WARRANTIES. The City represents
and warrants to the Bank that:

A. Organization. The City is 2 municipal corporation, duly organized and existing
under the laws of the State of Florida.
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B. Aulhorization of Loan Agreement and Relaled Documents. The City has the
power and has taken all necessary action to authorize the execution and delivery of and the
performance by the City of its obligations under this Loan Agreement and the Series 2016 Note
in accordance with their respective terms. This Loan Agreement and the Series 2016 Note have
been duly executed and delivered by the City and are valid and binding obligations of the City,
enforceable against the City in accordance with their respective terms, except to the extent that
such enforcement may be limited by laws regarding bankruptcy, insolvency, recrganization or
moratorium applicable to the City or by general principles of equity regarding the availability
of specific performance,

C. Pledged Revenues. The City currently receives the Pledged Revenues and is
legally entitled to pledge such Pledged Revenues to pay the principal of and interest on the
Serjes 2016 Note when due as provided herein. The City estimates that the Pledged Revenues
will be available in amounts sufficient to pay the principal of and interest on the Series 2016
Note as the same becomes due prior to the Maturity Date and, to pay all principal of and
interest on the Series 2016 Note on the Maturity Date. The City shall take all fawful action
necessary to enable the City to continue to receive the Pledged Revenues in at least the amounts
necessary to pay principal and interest on the Series 2016 Note to the extent not paid from some
other source.

D. Financial Statements. The financial statements of the City for the Fiscal Year
ended September 30, 2014, previously provided to the Bank were prepared in accordance with
generally accepted accounting principles and present fairly the financial condition of the City as
of such date and the results of its operations for the period then ended. Since such date, there
has been no material adverse change in the financial condition, revenues, properties or
operations of the City.

SECTION 12. CONDITIONS PRECEDENT. The obligation of the Bank to make
the Loan is subject to the satisfaction of each of the following conditions precedent on or before
the Date of Delivery:

A. Action. The Bank shall have received copics of the Note Legislation, each
certified as complete, true and correct as of the Date of Delivery, together with an executed
Loan Agreement, the executed Series 2016 Note, and the customary closing certificates.

B. Incumbency of Officers. The Bank shall have received an incumbency certificate
of the City in respect of each of the officers who is authorized to sign this Loan Agreement, the
Series 2016 Note, and the related financing documents on behalf of the City.

C. Opinion of City Attorney. The Bank shall have received a written opinion of the
City Attorney as to (1) the valid existence of the City as a municipal corporation of the State; (2)
the due adoption of the Resolution; (3) the duc authorization, execution, validity and
enforceability of this Loan Agreement and the Series 2016 Note and the related financing
documents; and (4) the absence of litigation against the City relating to (a) its existence or
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powers, and (b) the proceedings for the authorization of the Loan Agreement and issuance of
the Series 2016 Note, in a form and substance satisfactory to the Bank.

D. Opinion of Note Counsel. The Bank shall have received a letter from Note
Counsel authorizing the Bank to rely on the approving opinion of Note Counsel delivered to the
City with respect to the Series 2016 Note to the same extent as if such opinion were addressed to
the Bank. The opinion, in form and substance satisfactory to the Bank, shall, at a minimum,
address the status of interest on the Series 2016 Note under the provisions of Secticn 103 of the
Code

E. Representations and Warranties; No Default.  The representations and
warranties made by the City herein shall be true and correct in all material respects on and as of
the Date of Delivery, as if made on and as of such date; no Default shall have occurred and be
continuing as of the Date of Delivery or will result from the consummation of the Loan; and the
Bank shall have received a certificate from the City to the foregoing effect.

F. Other Documents. The Bank shall have received such other documents,
certificates and opinions as the Bank or its counse] shall have reasonably requested.

SECTION 13. NOTICES. All notices, certificates or other communications
hereunder shail be sufficiently given and shall be deemed given when hand delivered,
delivered by telecopier, electronic mail, mailed by registered or certified mail, postage prepaid,
or delivered by courier service to the parties at the following addresses:

City: City of Palm Coast, Florida
160 Lake Avenue
Palm Coast, Florida 32115
Attention: Finance Director.

Bank: Ameris Bank
181 Cypress Point Parkway
Palm Coast, Florida 32164
Attendon: Gerry R. Lubi, Senior Vice President.

Any of the above parties may, by notice in writing given to the others, designate any
further or different addresses to which subsequent notices, certificates or other communications
shall be sent, Communication via telecopier shall be confirmed by delivery by hand, mail, or
courier, as specified above, of an original promptly after such communication by telecopier.

SECTION 14. EVENTS OF DEFAULT DEFINED; REMEDIES. "Events of Default”
under this Loan Agreement, and the terms "Default” and “Events of Default" and “Remedies”
shall be as provided in the Section 21 of the Master Resolution.

SECTION 15. NO PERSONAL LIABILITY.No recourse shall be had for the
payment of the principal of and interest on the Series 2016 Note or for any claim based on the
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Series 2016 Note or on this Loan Agreement, against any present or former member or officer of
the City Council or any person executing the Series 2016 Note.

SECTION 16. PAYMENTS DUE ON SATURDAYS, GSUNDAYS AND

HOLIDAYS. In any case where the date for making any payment or the last date for
performance of any act or the exercise of any right, as provided in this Loan Agreement, shall be
other than a Business Day, then such payment or performance shall be made on the succeeding
Business Day with the same force and effect as if done on the nominal date provided in this
Loan Agreement, provided that interest on any monetary obligation hereunder shall accrue at
the applicable rate to and including the date of such payment.

SECTION 17. AMENDMENTS, CHANGES AND MODIFICATIONS. This Loan
Agreement may be amended only by a writing signed by both parties hereto.

SECTION 18. BINDING EFFECT. To the extent provided herein, this Loan
Agreement shall be binding upon the City and the Bank and shall inure to the benefit of the
City and the Bank and their respective successors and assigns. This Loan Agreement shall be
discharged and neither the City nor the Bank shall have any further obligations hereunder
under the Series 2016 Note when the City shall have paid the principal of and interest on the
Series 2016 Note in full and shall have paid in full all other amounts, if any, due under the
Series 2016 Note or this Loan Agreement.

SECTION 19. SEVERABILITY. In the event any court of competent jurisdiction
shall hold any provision of this Loan Agreement invalid or unenforceable such holding shall
not invalidate or render unenforceable, any other provision hereof.

SECTION 20. EXECUTION IN COUNTERPARTS. This Loan Agreement may be
simultaneously executed in several counterparts, each of which shall be an original and all of
which shall constitute but one and the same instrument.

(Remainder of page intentionally left blank ]
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SECTION 21. APPLICABLE LAW. This Loan Agreement shall be governed by and
construed in accordance with the laws of the State.

IN WITNESS WHEREOF, the parties hereto have duly executed this Loan Agreement
as of the date first above written.

CITY OF PALM COAST, FLORIDA

Jon Netts, Mayor
ATTEST:

Virginia Smith, City Clerk

APPROVED AS TO FORM AND LEGALITY:

City Attorney

AMERIS BANK

By:

Garry R. Lubi, Senjor Vice President
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ANY HOLDER OF THIS NOTE, PRIOR TO BECOMING A HOLDER, SHALL EXECUTE A
PURCHASER’S CERTIFICATE IN THE FORM ATTACHED TO THE RESOLUTION
(HEREINAFER DEFINED)

EXHIBIT A

FORM OF SERIES 2016 NOTE

NO. R-1 Sl ]

CITY OF PALM COAST, FLORIDA
UTILITY SYSTEM REFUNDING REVENUE NOTE,
SERIES 2016

RATE OF INTEREST MATURITY DATE DATE OF DELIVERY

2.48% October 1, 2036 April [__], 2016
REGISTERED OWNER: Ameris Bank

PRINCIPAL AMOUNT: L | Dollars

The City of Palm Coast, Florida (the “City”), for value received, hereby promises to pay
to the Registered Owner on the Payment Dates and Maturity Date specified above, or sooner as
provided herein, the Principal Amount hereof, plus interest accrued thereon from the Date of
Delivery at the Rate of Interest described herein from the Pledged Revenues as described
herein, until payment of the Principal Amount stated above.

This Series 2016 Note shall bear interest from the Date of Delivery until payment of the
entire outstanding Principal Amount due thereon. The Rate of Interest on this Series 2016 Note
shall be a fixed rate of interest equal to 2.48% per annum. Interest on this Series 2016 Note shall
be calculated using a 360-day year consisting of twelve 30-day months.

Interest on this Series 2016 Note shall be paid semiannually on each Interest Payment
Date, commencing October 1, 2016. On each Principal Payment Date, the City shall pay an
annual installment of the outstanding Principal Amount due on this Series 2016 Note in the
amounts set forth on Schedule 1 hereof.

The City may prepay this Series 2016 Note in whole or in part, at anytime, without
premium or prepayment penalty.
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This Series 2016 Note is being issued primarily to pay the costs of advance refunding the
City’s outstanding Utility System Revenue Bonds, Series 2007, and pursuant to the authority of
Article VIII, Section 2, of the Constitution of the State of Florida, Chapters 159 Part [ and 166,
Part II, Florida Statutes, as amended, the Charter of the City, and other provisions of law, and
pursuant and subject to the terms and condjtions of Resolution No. 2003-22 adopted by the City
on September 30, 2003 (the "Master Resolution”), and Resolution No. | | duly adopted by
the City Council of the City on | ], 2016 (the “Resolution” and together with the Master
Resolution “Note Legislation”), and the Loan Agreement dated as of April [__], 2016 between
the City and Ameris Bank (the “Loan Agreement”), Capitalized terms used in this Series 2016
Note and not otherwise defined shall have the meaning ascribed to them in the Note
Legislation.

This Series 2016 Note is payable from and secured by Pledged Revenues, as defined in,
and in the manner provided in the Note Legislation and the Loan Agreement.

Amounts payable under this Series 2016 Note are secured by lien on the Pledged
Revenues on a parity and equal status with the City’s Utility System Refunding Revenue Bonds,
Series 2013.

This Series 2016 Note shall not constitute a general obligation or indebtedness of the
City, and the Registered Owner thereof shall never have the right to require or compel the levy
of taxes on any property of or in the City for the payment of the principal of and interest on this
Series 2016 Note. This Series 2016 Note shall not constitute a lien upon any property of or in the
City, but shall be payable solely from the Pledged Revenues in the manner provided in the Loan
Agreement. Reference is made to the Loan Agreement for the provisions relating to the security
for payment of this Series 2016 Note and the duties and obligations of the City thereunder.

The Series 2016 Note shall be and shall have all the qualities and incidents of negotiable
instruments under the Uniform Commercial Code-Investment Securities Laws of the State of
Florida, and the registered owner, in accepting the Series 2016 Note, shall be conclusively
deemed to have agreed that such Series 2016 Note shall be and have all of the qualities and
incidents of negotiable instruments thereunder.

The Clerk shall be the Registrar who shall be responsible for maintaining the Register of
the ownership of this Series 2016 Note. The person in whose name ownership hereof is shown
on the Register shall be deemed the owner thereof by the City, and any notice to the contrary
shall not be binding upon the City or the Registrar. The City and the Registrar may treat the
registered owner as the absolute owner of the Series 2016 Note for all purposes, whether or not
such Series 2016 Note shall be overdue, and shall not be bound by any notice to the contrary.

Ownership of Series 2016 Note may be transferred only upon the Register. Upon
surrender to the Registrar for transfer or exchange of any Series 2016 Note accompanied by an
assignment or written authorization for exchange, whichever is applicable, duly executed by the
registered owner or its attorney duly authorized in writing, the Registrar shall deliver in the
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name of the registered owner or the transferee or transferees, as the case may be, a new fully
registered Series 2016 Note of authorized denominations and of the same maturity and interest
rate and for the aggregate principal amount as the Series 2016 Note surrendered.

The new Series 2016 Note delivered upon any transfer or exchange shall be a valid
obligation of the City, evidencing the same debt as the Series 2016 Note surrendered and shall
be entitled to all of the security and benefits to the same extent as the Series 2016 Note
surrendered.

It is hereby certified and recited that all acts, conditions and things required by the
Constitution and [aws of the State of Florida to happen, exist and be performed precedent to
and in the issuance of this Series 2016 Note, have happened, exist and have been performed in
regular and due form and time as so required.
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IN WITNESS WHEREOF, the City of Palm Coast, Florida, has caused this Series 2016
Note to be executed by the Mayor, and attested by the City Clerk, either manually or with their
facsimile signatures, and its seal or a facsimile thereof to be affixed, impressed, imprinted,
lithographed or reproduced hereon, and this Series 2016 Note to be dated as of April [__], 2016.

CITY OF PALM COAST, FLORIDA

By:

Mayor
(SEAL)

ATTEST:

By:

City Clerk

APPROVED AS TO FORM AND LEGALITY:

By:

City Attorney
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SCHEDULEI

DEBT SERVICE SCHEDULE
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SCHEDULE 1

PRINCIPAL AMORTIZATION SCHEDULE
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EXHIBIT B
FORM OF PURCHASER'S CERTIFICATE

This is to certify that Ameris Bank (the "Purchaser”) has not required the City of Palm
Coast, Florida (the “Issuer”) to deliver any offering document and has conducted its own
jnvestigation, to the extent it deems satisfactory or sufficient, into matters relating to business
affairs or conditions (either financial or otherwise) of the Issuer in connection with the issuance
of the not to exceed $41,000,000 City of Palm Coast, Florida, Utility System Refunding Revenue
Note, Series 2016 dated , 2016 (the “Note”), and no inference should be drawn
that the Purchaser, in the acceptance of the Note, is relying on Note Counsel or Issuer's Counsel
as to any such matters other than the legal opinions rendered b)} Note Counsel, Bryant Miller
Olive P.A. and by Garganese, Weiss, D’Agresta, P.A., the City Attorney (the "Issuer’s Counsel").
Any capitalized undefined terms used herein not otherwise defined shall have the meaning set
forth in Resolution No. 2003-22 duly adopted by the City Council of the Issuer on September 30,
2003, as amended (the “Master Resolution,”) or Resolution No. -2016-23 duly adopted by the
City Council of the Issuer on March 29, 2016 (the "Authorizing Resolution,” and together with
the Master Resolution, the “Resolution”).

We acknowledge and understand that the Resolution is not being qualified under the
Trust Indenture Act of 1939, as amended (the "1939 Act"), and {s not being registered in reliance
upon the exemption from registration under Section 3(a)(2) of the Securities Act of 1933, Section
517.051(1), Florida Statutes, and/or Section 517.061(7), Florida Statutes, and that neither the
Issuer, Note Counsel nor Issuer's Counsel shall have any obligation to effect any such
registration or qualification.

We are not acting as a broker or other intermediary, and are purchasing the Note as an
investment for our own account and not with a present view to a resale or other distribution to
the public. We understand that the Note may only be transferred in whole and not in part and
denominations not less than $100,000 even in whole, and will not be transferred to any kind of
trust under any circumstances. The Note will not be used in the future on a securitized
transaction and is not a municipal security. '

The Note will only be sold to a Permitted Lender in whole, in a denomination of not less
than $100,000, with the City’s consent. The “Permitted Lender” means any bank, trust
company, savings institution or insurance company that is engaged as a regular part of its
business in making loans authorized to do business in the State of Florida.

We are a bank as contemplated by Section 517.061(7), Florida Statutes. We are not
purchasing the Note for the direct or indirect promotion of any scheme or enterprise with the
intent of violating or evading any provision of Chapter 517, Florida Statutes.

We understand that the Note is not a municipal security and that no filing will be made
with respect to the Loan with EMMA, the Municipal Securities Rulemaking Boards continuing
disclosure site.

We understand that there will be no CUSIP Numbers obtained on the Loan and that

there will be no credit rating obtained on the Loan.
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We are an accredited investor within the meaning of Rule 501(a) promulgated under the
Securities Act of 1933, as amended.

The representations in this Certificate shall not relieve the Issuer from any obligation to
disclose any information required by the Resolution, the documents in connection with the
jssuance of the Note or as required by applicable law.

This Certificate is expressly for the benefit of the Issuer and may not be relied upon by
any other party,

DATED this___ day of , 2016.
AMERIS BANK

By:
Name;
Title:
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EXHIBIT C
FORM OF DISCLOSURE LETTER

The undersigned, as purchaser, proposes to negotiate with the City of Palm Coast,
Florida (the "Issuer”) for the private purchase of its not to exceed $41,000,000 Utility System
Refunding Revenue Note, Series 2016 (the “Note"). Prior to the award of the Note, the following
information is hereby furnished to the Issuer:

1. Set forth is an itemized list of the nature and estimated amounts of expenses to
be incurred for services rendered to us (the "Bank”) in connection with the issuance of the Note
(such fees and expenses to be paid by the Issuer):

Bank Origination Fee - $17,000
Bank Counsel Fees - $8,000

2. (a) No other fee, bonus or ather compensation is estimated to be paid by the
Bank in connection with the issuance of the Note to any person not regularly employed or
retained by the Bank (including any “finder" as defined in Section 218.386(1)(a), Florida
Statutes), except as specifically enumerated as expenses to be incurred by the Bank, as set forth
in paragraph (1) above.

(b) No person has entered into an understanding with the Bark, or to the
knowledge of the Bank, with the Issuer, for any paid or promised compensation or valuable
consideration, directly or indirectly, expressly or implied, to act solely as an intermediary
between the Issuer and the Bank or to exercise or attempt to exercise any influence to effect any
transaction in the purchase of the Note.

3. The amount of the underwriting spread expected to be realized by the Bank is $0.
4. The management fee to be charged by the Bank is $0.
5. Truth-in-Bonding Statement:

The Note is being issued primarily to advance refund the City’s Utility System Revenue
Bonds, Series 2007.

Unless earlier redeemed, the Note is expected to be repaid on October 1, 2036. At an
interest rate of 2.48%, total interest paid over the life of the Note is estimated to be $

The principal of and interest on the Note will be payable solely from the Pledged
Revenues as described in Resolution No. 2003-22 of the Issuer duly adopted on September 30,
2003, as amended, and Resolution No. 2016-23 of the Issuer duly adopted on [ ], 2016
(collectively, the "Resolution”). See the Resolution for a definition of Pledged Revenues. Based
on the above assumptions, issuance of the Note is estimated to result in approximately
$ of Pledged Revenues of the Issuer not being available to finance the services of the
Issuer during the life of the Note.
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6. The name and address of the Bank is as follows:

Ameris Bank
181 Cypress Point Parkway
Palm Coast, Florida 32164

IN WITNESS WHEREOF, the undersigned has executed this Disclosure Statement on behalf
of the Bank this day of 2016.

AMERIS BANK

By:
Name:
Title:
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EXHIBIT D

FORM OF ESCROW DEPOSIT AGREEMENT
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ESCROW DEPOSIT AGREEMENT

THIS ESCROW DEPOSIT AGREEMENT, dated , 2016, by and between
the CITY OF PALM COAST, FLORIDA (the "Issuer”), and WELLS FARGO BANK, N.A,, a
national banking association, as Escrow Agent and its successors and assigns (the "Escrow
Agent");

WITNESSETH:

WHEREAS, pursuant to Resolution No. 2003-22 adopted by the City Council of the
Issuer on September 30, 2003, as amended and supplemented and as particularly supplemented
by Resolution No. 2006-24 adopted by Issuer on December 19, 2006 (collectively, the “Refunded
Bonds Resolution”), the Issuer has previously authorized and issued obligations, hereinafter
defined as “Refunded Bonds,” as to which the Total Debt Service (as hereinafter defined) is set
forth on Schedule A; and

WHEREAS, the Issuer has determined to provide for payment of the Tota! Debt Service
of the Refunded Bonds by depositing with the Escrow Agent an amount which together with
investment earnings thereon is at least equal to the Total Debt Service of the Refunded Bonds as
set forth in Schedule A hereto; and

WHEREAS, in order to obtain the funds needed for such purpose, the Issuer has
authorized and is, concurrently with the delivery of this Agreement, issuing its Utility System
Refunding Revenue Note, Series 2016; and

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein
contained, the Issuer and the Escrow Agent agree as follows:

SECTION 1. Definitions. As used herein, the following terms mean:

(a) “Acquired Obligations" shall have the meaning given to it in Resolution No.
2006-24 of the Issuer.

(b) "Agreement” means this Escrow Deposit Agreement.

(c) “Authorized Officer” shall mean the City Manager or the Finance Director of the
[ssuer, or their designees, or with respect to the Escrow Agent, shall mean any officer
authorized by the bylaws or other official action of the Escrow Agent to perform the applicable
function or services.

(d) "Bond Resolution”" means the Refunding Bonds Resolution, and Resolution No.
( J-16 adopted by the City on [ 1, 2016 authorizing the issuance of the Note and the
refunding of the Refunded Bonds.

(e) "Call Date" means | ].
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() "EMMA" means the Electronic Municipal Marketplace Access system of the
Municipal Securities Rulemaking Board.

(g) "Escrow Agent" means Wells Fargo Bank, N.A. having a designated corporate
trust office in | |, Florida, and its successors and assigns.
(h) "Escrow Fund” means the account hereby created and entitled Escrow Fund

established and held by the Escrow Agent pursuant to this Agreement, in which cash and
investments will be held for payment of the principal of and accrued interest on the Refunded
Bonds as they become due and payable.

(i) "Escrow Requirement" means, as of any date of calculation, the sum of an
amount in cash and principal amount of Acquired Obligations in the Escrow Fund which
together with the intetest to become due on the Acquired Obligations will be sufficient to pay
the Total Debt Service on the Refunded Bonds in accordance with Schedule A.

() "Issuer” means the City of Palm Coast, Florida.

(k) "Note” mean the City of Palm Coast, Florida Refunding Revenue Note, Series
2016, issued under the Bond Resolution.

4y "Paying Agent” means Wells Fargo Bank, N.A,, having a designated corporate
trust office in | |, Florida, and its successors and assigns.

(m)  "Refunded Bonds" means the Issuer’s outstanding Utility System Revenue
Bonds, Series 2007 maturing | ] and thereafter.

(n) "Total Debt Service” means the sum of the principal and interest remaining
unpaid with respect to the Refunded Bonds and redemption premium, if any, in accordance
with Schedule A attached hereto.

SECTION 2. Discharge of Lien of Holders of Refunded Bonds. The Issuer by this
writing exercises its option to have the pledges, liens and obligations to the holders of the
Refunded Bonds under the Refunded Bonds Resolution no longer be in effect in accordance
with the terms of the Refunded Bonds Resolution.,

SECTION 3. Establishment of Escrow Fund. There is hereby created and established
with the Escrow Agent a special, segregated and jrrevocable escrow fund designated the “City
of Palm Coast, Florida Utility System Revenue Bonds, Series 2007 Escrow Deposit Trust Fund"
(the "Escrow Fund®). The Escrow Fund shall be held in the custody of the Escrow Agent for the
benefit of the holders of the Refunded Bonds, separate and apart from other funds and accounts
of the Issuer and the Escrow Agent. The Escrow Agent hereby accepts the Escrow Fund and
acknowledges the receipt of and deposit to the credit of the Escrow Fund the sum of
$ comprised of $ received from the Issuer from proceeds of the Note
and $ received from the Issuer from funds transferred from funds and accounts
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related to the Refunded Bonds ("Escrow Proceeds”). The Escrow Proceeds shall be invested as
provided in Section 4 below.

SECTION 4. Use and Investment of Funds. The Escrow Agent agrees:

(a) to hold the funds and investments purchased pursuant to this Agreement in
irrevocable escrow during the term of this Agreement for the sole benefit of the holders of the
Refunded Bonds:

(b) to immediately invest $ in the Acquired Obligations set forth on
Schedule B attached hereto and to hold such securities and cash proceeds therefrom in
accordance with the terms of this Agreement. The remaining cash balance equal to $___ shall be
held uninvested by the Escrow Agent.

(c) in the event the securities described on Schedule B cannot be purchased,
substitute securities may be purchased with the consent of the Issuer but only upon receipt of
verification from an independent certified public accountant that the cash and securities
deposited will not be less than the Escrow Requirement and only upon receipt of an opinion of
nationally recognized bond counsel that such securities constitute Acquired Obligations for
purposes of this Agreement;

(d) there will be no investment of funds except as set forth in this Section 4 or in
Section 6 hereof; and

(e) in reliance upon the Verification Report dated , 2016 prepared by
Grant Thornton, LLP, the Issuer represents and warrants that the interest on and the principal
amounts successively maturing on the liscrow Securities in accordance with their terms
(without consideration of any reinvestment of such maturing principal and interest), are
sufficient such that moneys will be available to the Escrow Agent in amounts sufficient and at
the times required to pay the amounts of principal of and interest due and to become due on the
Refunded Bonds as described in Schedule A attached hereto. If the Acquired Obligations shall
be insufficient to make such payments, the Issuer shall timely deposit to the Escrow Fund,
solely from legally available funds of the Issuer, such additional amounts as may be required to
pay the Refunded Bonds as described in Schedule A hereto. Notice of any insufficiency shall be
given by the Escrow Agent to the Issuer as promptly as possible, but the Escrow Agent shall in
no manner be responsible for the failure to make such deposits.

SECTION 5. Payment of Refunded Bonds and Expenses.

(2) Refunded Bonds. On the dates and in the amounts set forth on Schedule A, the
Escrow Agent shall transfer to the Paying Agent for the Refunded Bonds, in immediately
available funds, solely from amounts available in the Escrow Fund, a sum sufficient to pay that
portion of the Total Debt Service for the Refunded Bonds coming due on such dates, as shown
on Schedule A.
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(b) Surplus. After making the payments from the Escrow Fund described in
Subsection 5(a) above, the Escrow Agent shall retain in the Escrow Fund any remaining cash jn
the Escrow Fund in excess of the Escrow Requirement until the termination of this Agreement,
and shall then pay any remaining funds to the Issuert for deposit to the Interest Account for the
Note created in the Bond Resolution.

(©) Priority of Payments. The holders of the Refunded Bonds shall have an express
first lien on the funds and Acquired Obligations in the Escrow Fund until such funds and
Acquired Obligations are used and applied as provided in this Agreement.

SECTION 6. Reinvestment.

(a) Except as provided in Section 4 and in this Section, the Escrow Agent shall have
no power or duty to invest any funds held under this Agreement or to sell, transfer or otherwise
dispose of or make substitutions of the Acquired Obligations held hereunder.

(b) At the written request of the Issuer and upon compliance with the conditions
hereinafter stated, the Escrow Ageunt shall sell, transfer or otherwise dispose of any of the
Acquired Obligations acquired hereunder and shall substitute other Acquired Obligations. The
Issuer will not request the Escrow Agent to exercise any of the powers described in the
preceding sentence in any manner which will cause interest on the Refunded Bonds to be
included in the gross income of the holders thereof for purposes of Federal income taxation.
The transactions may be effected only if (i) an independent certified public accountant selected
by the Issuer shall certify or opine in writing to the Issuer and the Escrow Agent that the cash
and principal amount of Acquired Obligations remaining on hand after the transactions are
completed will be not less than the Escrow Requirement, and (ii) the Escrow Agent shall receive
an opinion from a nationally recognized bond counsel acceptable to the Issuer to the effect that
the transactions, in and by themselves will not cause interest on such Refunded Bonds to be
included in the gross income of the holders thereof for purposes of Federal income taxation and
such substitution is in compliance with this Agreement.

SECTION 7. Redemption of Refunded Bonds. The Issuer hereby irrevocably instructs
the Escrow Agent to request, on behalf of the Issuer, that the Paying Agent for the Refunded
Bonds call the Refunded Bonds for redemption in accordance with the terms of this Agreement
and the Refunded Bonds Resolution and to give, at the appropriate times, the notice or notices
required by the Refunded Bonds Resolution in connection with the redemption of the Refunded
Bonds. Such notice of redemption shall be given by the Paying Agent in accordance with the
Refunded Bonds Resolution. All of the Refunded Bonds are hereby called and shall be
redeemed on | ] at a redemption price equal to the par amount of the Refunded
Bonds plus accrued interest to the date of redemption.

Such notice shall be substantially in the form of Schedule C attached hereto.

The Escrow Agent shall also cause a notice of defeasance to be posted on EMMA and
sent to the holders of the Refunded Bonds within five (5) days of the date hereof; provided
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however, that the Escrow Agent shall not have any liability to any party in connection with any
failure to timely post any such notice on EMMA and the sole remedy available for such failure
shall be an action by the holders of the Refunded Bonds in mandamus for specific performance
or similar remedy to compel performance. Such notice shall be in substantially the form of
Schedule D attached hereto.

SECTION 8. Indemnification. To the extent that it may legally do so, without waiving
its sovereign immunity nor the limits of its liability beyond the amount set forth in Section
768.28, Florida Statutes, and without consenting to be sued by third parties, the Issuer hereby
agrees to indemnify the Escrow Agent and hold it harmless from any and all claims, liabilities,
losses, action, suits, or proceedings at law or in equity, or any other expenses, fees or charges of
any character or nature, which it may incur or with which it may be threatened by reason of its
acting as Escrow Agent under this Agreement, unless caused by its negligence or willful
misconduct; and in connection therewith to indemnify the Escrow Agent against any and all
expenses, including attorneys’ fees, costs and expenses and the costs of defending an action,
suit, or proceeding, or resisting any claim. The Issuer's obligations hereunder shall survive any
termination of this Agreement or the sooner resignation or removal of the Escrow Agent and
shall inure to the benefit of the Escrow Agent’s successors and assigns.

SECTION 9. Escrow Fund Irrevocable. The Escrow Fund hereby created shall be
irrevocable and the holders of the Refunded Bonds shall have an express lien on all Acquired
Obligations deposited in the Escrow Fund pursuant to the terms hereof and the interest
earnings thereon until paid out, used and applied in accordance with this Agreement or the
Refunded Bonds Resolution. Neither the [ssuer nor the Escrow Agent shall cause nor permit
any other lien or interest whatsoever to be imposed upon the Escrow Fund.

SECTION 10. Responsibilities of Escrow Agent. The Escrow Agent and its respective
successors, assighs, agents and servants shall not be held to any personal liability whatsoever,
in tort, contract, or otherwise, in connection with the execution and delivery of this Agreement,
the establishment of the Escrow Fund, the acceptance of the funds deposited therein, the
purchase of the Acquired Obligations, the retention of the Acquired Obligations or the proceeds
thereof or for any payment, transfer or other application of moneys or securities by the Escrow
Agent in accordance with the provisions of this Agreement or by reason of any non-negligent or
non-willful act, omission or error of the Escrow Agent made in good faith in the conduct of its
duties. The Escrow Agent shalil, however, be responsible for its negligent or willful fajlure to
comply with its duties required hereunder, and its negligent or willful acts, omissions or errors
hereunder. Notwithstanding any provision herein to the contrary, in no event shall the Escrow
Agent be liable for special, indirect or consequential loss ot damage of any kind whatsoever
(including but not limited to lost profits). The duties and obligations of the Escrow Agent shall
be determined by the express provisions of this Agreement and no implied covenants or
obligations shall be read into this Agreement against the Escrow Agent. The Escrow Agent may
consult with counsel, at the Issuer’s expense, who may or may not be counsel to the Issuer, and
in conclusive reliance upon the opinion of such counsel shall have full and complete
authorization and protection in respect of any action taken, suffered or omitted by it in good
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faith in accordance therewith. Whenever the Escrow Agent shall deem it necessary or desirable
that a matter be proved or established prior fo taking, suffering or omitting any action under
this Agreement, such matter may be deemed to be conclusively established by a certificate
signed by an authorized officer of the Issuer. Any payment obligation of the Escrow Agent
hereunder shall be paid from and is limited to funds available, established and maintained
hereunder and the Escrow Agent shall not be required to expend its own funds for the
performance of its duties under this Agreement. The Escrow Agent may act through its agents
and attorneys and shall not be responsible for any misconduct or negligence on the part of any
such person so appointed with due care. The Escrow Agent may conclusively rely upon and
shall be fully protected in acting and relying upon any notice, order, requisition, request,
consent, certificate, order, opinion (including an opinion of counsel), affidavit, letter, telegram
or other paper or document in good faith deemed by it to be genuine and correct and to have
been signed or sent by the proper person or persons. The Escrow Agent shall not be responsible
or liable for any failure or delay in the performance of its obligations under this Agreement
arising out of or caused, directly or indirectly, by circumstances beyond its reasonable control,
including, without limitation, acts of God; earthquakes; fire; flood; hurricanes or other storms;
wars; terrorism; sjmilar military disturbances; sabotage; epidemic; pandemic; riots;
interruptions; loss or malfunctions of utjlities, computer (hardware or software) or
communications services; accidents; Jabor disputes; acts of civil or military authority or
governmental action; it being understood that the Escrow Agent shall use commercially
reasonable efforts which are consistent with accepted practices in the banking industry to
resume performance as soon as reasonably practicable under the circumstances.

SECTION 11. Resignation of Escrow Agent. The Escrow Agent may resign and
thereby become discharged from the duties and obligations hereby created, by notice in writing
given to the Issuer not less than sixty (60) days before such resignation shall take effect. Such
resignation shall not take effect until the appointment of a new Escrow Agent hereunder.

SECTION 12, Removal of Escrow Agent.

(a) The Escrow Agent may be removed at any time by an instrument or concurrent
instruments in writing, executed by the holders of not less than fifty-one percent (51%) In
aggregate principal amount of the Refunded Bonds then outstanding, such instruments to be
filed with the Issuer, and notice in writing given by such holders to the original purchaser or
purchasers of the Note. A photographic copy of any instrument filed with the Issuer under the
provisions of this paragraph shall be delivered by the Issuer to the Escrow Agent.

(b)  The Escrow Agent may also be removed at any time for any breach of trust or for
acting or proceeding in violation of, or for failing to act or proceed in accordance with, any
provisions of this Agreement with respect to the duties and obligations of the Escrow Agent by
any court of competent jurisdiction upon the application of the Issuer or the holders of not less
than five percent (5%) in aggregate principal amount of the Note then outstanding, or the
holders of not less than five percent (5%) in aggregate principal amount of the Refunded Bonds
then outstanding.
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(0 The Escrow Agent may not be removed until a successor Escrow Agent has been
appointed in the manner set forth herein.

SECTION 13. Successor Escrow Agent.

(a) If at any time hereafter the Escrow Agent shall resign, be removed, be dissolved
or otherwise become incapable of acting, or shall be taken over by any governmental official,
agency, department or board, the position of Escrow Agent shall thereupon become vacant. If
the position of Escrow Agent shall become vacant for any of the foregoing reasons or for any
other reason, the Issuer shall appoint an Escrow Agent to fill such vacancy. The Issuer shall
mail a notice of any such appointment made by it to the holders of the Refunded Bonds within
thirty (30) days after such appointment.

(b) At any time within one year after such vacancy shall have occurred, the holders
of a majority in principal amount of the Note then outstanding or a majority in principal
amount of the Refunded Bonds then outstanding, by an instrument or concurrent instruments
in writing, executed by either group of such bondholders and filed with the governing body of
the Issuer, may appoint a successor Escrow Ageut, which shall supersede any Escrow Agent
theretofore appointed by the Issuer. Photographic copies of each such instrument shall be
delivered promptly by the Issuer, to the predecessor Escrow Agent and to the Escrow Agent so
appointed by the bondholders. In the case of conflicting appointments made by the
bondholders under this paragraph, the first effective appointment made during the one year
period shall govern.

() If no appointment of a successor Escrow Agent shall be made pursuant to the
foregoing provisions of this Section within sixty (60) days of the delivery of a notice of
resignation or removal, the holder of any Refunded Bonds then outstanding, or any retiring
Escrow Agent may apply to any court of competent jurisdiction to appoint a successor Escrow
Agent. Such court may thereupon, after such notice, if any, as such court may deem proper and
prescribe, appoint a successor Escrow Agent.

SECTION 14. Payment to Escrow Agenl. The Escrow Agent hereby acknowledges that
it has agreed to accept compensation under the Agreement jn the sum of $2,500, payable at
delivery, for services to be performed by the Escrow Agent pursuant to this Agreement, plus
out-of-pocket expenses (including attorneys” fees, costs and expenses) to be reimbursed at cost
from legally available funds of the Issuer. The Escrow Agent agrees that it shall have no
interest in or right to payment of such compensation or out of pocket expenses from the Escrow
Fund.

SECTION 15. Term. This Agreement shall commence upon its execution and delivery
and shall terminate when the Refunded Bonds have been paid and discharged in accordance
with the proceedings authorizing the Refunded Bonds, except as provided in Section 8 hereof.

SECTION 16. Severability. If any one or more of the covenants or agreements
provided in this Agreement on the part of the Issuer or the Escrow Agent to be performed
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should be determined by a court of competent jurisdiction to be contrary to law, such covenant
or agreements herein contained shall be null and void and shall in no way affect the validity of
the remaining provisions of this Agreement.

SECTION 17. Amendmentls lo this Agreement. This Agreement is made for the benefit
of the Issuer and the holders from time to time of the Refunded Bonds and the Note and it shall
not be repealed, revoked, altered or amended in whole or in part without the written consent of
all affected holders, the Insurer of the Refunded Bonds, the Escrow Agent, the holder of the
Note and the Issuer; provided, however, that the Issuer, the Insurer of the Refunded Bonds and
the Escrow Agent may, without the consent of, or notice to, such holders, enter into such
agreements supplemental to this Agreement as shall not adversely affect the rights of such
holders and as shall not be inconsistent with the terms and provisions of this Agreement, for
any one or more of the following purposes:

(a) to cure any ambiguity or formal defect or omission in this Agreement;

(b) to grant to, or confer upon, the Escrow Agent, for the benefit of the holders of the
Note and the Refunded Bonds any additional rights, remedies, powers or authority that may
lawfully be granted to, or conferred upon, such holders or the Escrow Agent; and

(c) tosubject to this Agreement to additional funds, securities or properties.

The Escrow Agent shall, at its option, be entitled to request at the Issuer’s expense and
rely exclusively upon an opinion of nationally recognized attorneys on the subject of municipal
bonds acceptable to the Issuer with respect to compliance with this Section, including the
extent, if any, to which any change, modification, addition or elimination affects the rights of
the holders of the Refunded Bonds or that any instrument executed hereunder complies with
the conditions and provisions of this Section.

SECTION 18. Counterparts. This Agreement may be executed in several counterparts,
all or any of which shall be regarded for all purposes as one original and shall constitute and be
but one and the same instrument.

SECTION 19. Governing Law. This Agreement shall be construed under the laws of
the State of Florida without regard to conflict of law principles.

[Reminder of page intentionally left blank]
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IN WITNESS WHEREOF, the parties hereto have each caused this Escrow Deposit
Agreement to be executed by their duly authorized officers and appointed officials and their
seals to be hereunder affixed and attested as of the date first above written.

[SEAL] CITY OF PALM COAST, FLORIDA

By:

Jon Netts, Mayor

ATTEST:

By:

Virginia Smith, City Clerk

WELLS FARGO BANK, N.A. as Escrow
Agent

By:
Name:
Title:

[Signature page to Escrow Deposit Agreement]



SCHEDULE A
SCHEDULE OF DEBT SERVICE FOR
CITY OF PALM COAST, FLORIDA
UTILITY SYSTEM REVENUE BONDS, SERIES 2007

PAYMENT PRINCIPAL TOTAL
DATE PRINCIPAL INTEREST REDEEMED DEBT SERVICE
$ $ $ $
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SCHEDULE B
ESCROW SECURITIES
United States Treasury Securities

Maturity Coupan Total
Type Date Par Amount Rate Cost
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SCHEDULE C

NOTICE OF REDEMPTION
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SCHEDULE D

NOTICE OF DEFEASANCE
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LOAN AGREEMENT
by and between
CITY OF PALM COAST, FLORIDA
and
AMERIS BANK
Dated as of April 20, 2016

relating to
$40,193,000

CITY OF PALM COAST, FLORIDA
UTILITY SYSTEM REFUNDING REVENUE NOTE, SERIES 2016

25434/007/01098249.DOCv3



SECTION 1.
SECTION 2.
SECTION 3.
SECTION 4.
SECTION 5.
SECTION 6
SECTION 7.
SECTION 8.
SECTION 9.

SECTION 10.
SECTION 11.
SECTION 12.
SECTION 13.
SECTION 14.
SECTION 15.
SECTION 1e.
SECTION 17.
SECTION 18.
SECTION 19.
SECTION 20.
SECTION 21.

TABLE OF CONTENTS

Page
DEFINITIONS. oottt ettt et et a et ot ra e esse e see et ee 2 aes e tee s oeme s seemssantessmsans s ees senestnnereanesns 3
INTERPRETATION. ..ottt et ettt et et s sesee s sasees sesmessteasse s sesas e seee seesesemseteneaeseeen 5
005 LD 1 7N N T 5
DESCRIPTION OF SERIES 2016 NOTE.....cccoiceriercimirereeisncereresrcostecns s ereiesenescnonsesrenens 5
EXECUTION OF SERIES 2016 NOTE. ..eecoiiii e eee e eerieie et e sne s e tesae e seene s seneeaeesens 6
REGISTRATION AND TRANSFER OF SERIES 2016 NOTE. ..o e 6
SERIES 2016 NOTE MUTILATED, DESTROYED, STOLEN OR LOST. . ciaieineeneinnae 7
FORM OF SERTES 2016 NOTE. .....oviiieeimtiireiieiveieeeessenaesees seeeaseassensase s vesemesaesssessasessessepesssenses 8

SECURITY FOR SERIES 2016 NOTE; SERIES 2016 NOTE NOT DEBT OF THE CITY. ... 8

COVENANTS OF THE CITY. ..o et e e s e s s s e e 8
REPRESENTATIONS AND WARRANTIES. ..ot et avss i 8
CONDIJITIONS PRECEDENT ..ot s e 9
INOTTCES. .. et e e s e e sr e sn e e s se e en s e ero 10
EVENTS OF DEFAULT DEFINED; REMEDIES.......cocci it eine 10
NO PERSONAL LIABILITY . ciiit v s seeiemscosierescaes e renersssecseemssasssseseesresesesnsessnsasssanssssanee 10
PAYMENTS DUE ON SATURDAYS, SUNDAYS AND HOLIDAYS. ..ol l11
AMENDMENTS, CHANGES AND MODIFICATIONS. ..o, 11
BINDING EFFECT .1ttt es st snensreainesessoresens e e e nan 11
SEVERABILITY . o e e e e s e 11
EXECUTION IN COUNTERPARTS. ..ot et s e n
APPLICABLE LAW Lottt et e b b e 12

25434/007/01098249.DOCV3



This LOAN AGREEMENT is made and entered into as of April 20, 2016 by and between
CITY OF PALM COAST, FLORIDA (the “City"), and AMERIS BANK, and ijts successors and
assigns (the "Bank").

WITNESSETH:

WHEREAS, the City Council (the “City Council”) of the City of Palm Coast, Florida (the
"City") previously adopted Resolution No. 2003-22 on September 30, 2016, as amended and
supplemented (the “Master Resolution”); and

WHEREAS, pursuant to the Master Resolution and Resolution No. 2006-24 adopted by
the City Council on December 19, 2006, the City previously issued its Utility System Revenue
Bonds, Series 2007 (the “Refunded Bonds”); and

WHEREAS, On March 29, 2016, the City adopted Resolution No. 2016-23 (the
“Authorizing Resolution”) authorizing the jssuance of its Utility System Refunding Revenue
Note, Series 2016 (the "Series 2016 Note") to (i) advance refund the Refunded Bonds (i) pay the
costs of issuance of the Series 2016 Note; and

WHEREAS, the City Council has determined that it is necessary and desirable and in the
best interest of the inhabitants of the City to borrow funds to refund the Refunded Bonds and to
pay the costs of issuance related thereto; and

WHEREAS, the City received and accepted the commitment of Ameris Bank (the
“Bank”) to provide a Joan to the City in an aggregate principal amount of $40,193,000 for the
purpose of advance refunding the Refunded Bonds and paying the costs of issuance of the
Series 2016 Note (the “Loan”); and

WHEREAS, the Series 2016 Note will be secured by a lien on the Pledged Revenues (as
defined in the Master Resolution) on parity and equal status with the City’s outstanding Utility
System Refunding Revenue Bonds, Series 2013 (the “Series 2013 Bonds”); and

WHEREAS the debt service on the Series 2016 Note shall be payable solely from and
secured by the Pledged Revenues in accordance with the Master Resolution; and

WHEREAS, all or a portion of the proceeds from the sale of Series 2016 Note will be
deposited in an escrow fund pursuant to the terms of an Escrow Deposit Agreement between
the City and the escrow agent named therein and used to the redeem the Refunded Bonds
maturing on or after October 1, 2017 on the redemption date provided therein; and

NOW, THEREFORE, in consideration of the premises and the mutual covenants herein
set forth and other good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, the parties do hereby agree as follows:
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SECTION 1. DEFINITIONS. Capitalized terms used in this Loan Agreement and
not defined in this Section 1 shall have the meaning assigned i the Master Resolution. The
following terms shall have the following meanings herein, unless the text otherwise expressly

requires:

“Act” means Article VII], Section 2, of the Constitution of the State of Florida, Chapters
159, Part I and 166, Part ]I, Florida Statutes, as amended, the Charter of the City, and other

applicable provisions of Jaw.

"Authorized City Representative” means the Mayor, the City Manager, the Financial
Services Director, the Finance Director, the Clerk or their designees.

"Authorizing Resolution” means Resolution No. 2016-23 adopted by the City Council of
the City on March 29, 2016.

"Bank” shall mean Ameris Bank and its successors and assigns, with offijces located at
181 Cypress Point Parkway, Palm Coast, Florida 32164.

“Bank’s Counsel” means Gray Pannell & Woodward LLP.

“Note Legislation” means collectively, the Master Resolution and the Authorizing

Resolution.

"Business Day” means any day of the year other than a day on which the Bank or the
City are lawfully closed for business.

"City"” means the City of Palm Coast, Florida, a municipal corporation of the State of
Florida.

“City Attorney” means Garganese, Weiss & D’Agresta, P.A.

“City Council” means the City Council of the City, as the governing body of the City.
“City Manager” means the City Manager of the City or his or her designee.

“Clerk™ means the City Clerk of the City or his or her designee.

“"Code" means the Internal Revenue Code of 1986, as amended.

"Commitment” means the Commitment of the Bank, dated March 11, 2016.

"Date of Delivery" means April 20, 2016.

"Default’ means an Event of Default as defined and described in Section 16 hereof.

“Finance Director” means the Finance Director of the City or his or her designee.
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"Financial Advisor” means FirstSouthwest, a Division of Hilltop Securities Inc., Orlando,
Florida.

“Financial Services Director” means the Financial Services Director of the City or his or
her designee.

“Fiscal Year” means the period from each October 1 to the succeeding September 30.

“Interest Payment Date"” means each April 1 and October 1, commencing October 1, 2016
through and including the Maturity Date.

"Interest Rate” means the rate of interest payable on the Series 2016 Note described in
Section 4 hereof and in the Form of Series 2016 Note attached hereto as Exhibit A.

"Loan” shall collectively refer to an amount equal to the aggregate principal amount of
$40,193,000 loaned by the Bank to the City pursuant to and in accordance with this Loan
Agreement,

“Loan Agreement” means this Loan Agreement between the Bank and the City setting
forth the terms and details of the Loan.

“Master Resolution “ means the Master Utility System Bond Resoclution No. 2003-22
adopted by the City on September 30, 2003.

"Maturity Date” means October 1, 2036.
"Mayor" means the Mayor of the City.
"Note Counsel" means Bryant Miller Olive P.A.

“Pledged Revenues” means the (i) Net Revenues of the System, (ii) the Sewer System
Capital Facilities Fees, (i) the Water System Capital Facilities Fees and (iv) and until used in
accordance with the Master Resolution amounts on deposit in certain funds and accounts, all as
defined and as described in the Master Resolutjon.

"Paying Agent" means the City.

"Payment Date” means both the Interest Payment Dates and the Principal Payment
Dates.

“Person” or words importing persons, means firms, associations, partnerships (including
without limitation, general and limited partnerships), joint ventures, societies, estates, trusts,
corporations, public or governmental bodies, other legal entities, and natural persons.

“Principal Amount” means Forty Million One Hundred Ninety Three Thousand Dollars
($40, 193,000).
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“Principal Payment Date” means each October 1, commencing October 1, 2016 and
continuing through the Maturity Date.

“Register” means the books maintained by the Registrar in which are recorded the name
and address of the Registered Owner of the Series 2016 Note.

"Registered Owner” means the person in whose name the ownership of the Series 2016
Note js registered on the books maintained by the Registrar. The initial Registered Owner shall
be the Bank.

"Registrar" means the Person maintaining the Register. The Registrar shall initially be
the Clerk.

"Regulations” means the Income Tax Regulations promulgated by the Internal Revenue
Service under Sections 103 and 141 through 150 of the Code.

“Series 2016 Note” means City of Palm Coast, Florida Utility System Refunding Revenue
Note, Series 2016, substantially in the form attached hereto as Exhibit A, evidencing the Loan
authorized herein.

“State" means the State of Florida.

SECTION 2. INTERPRETATION. Unless the context clearly requires otherwise,
words of masculine gender shall be construed to include correlative words of the feminine and
neuter genders and vice versa, and words of the singular number shall be construed to include
correlative words of the plural number and vice versa. This Loan Agreement and all the terms
and provisions hereof (a) have been negotiated between the City and the Bank; (b) shall not be
construed strictly in favor of or against either party hereto; and (c) shall be construed to
effectuate the purpose set forth herein and to sustain the validity hereof.

SECTION 3. THE LOAN.

A. Loan. The Bank hereby makes and the City hereby accepts the Loan, upon the
terms and conditions set forth herein.

B. Disbursement of Proceeds. Proceeds of the Loan shall be made available by the
Bank to the City by deposit of the amount thereof to or for the order of the City by 2:00 p.m. on the
Date of Delivery.

SECTION 4, DESCRIPTION OF SERIES 2016 NOTE. The obligation of the City
to repay the Loan shall be evidenced by the Series 2016 Note. The Series 2016 Note shall be
dated as of the Date of Delivery; shall mature on the Maturity Date; and shall be issued in the
name of the Registered Owner.

The Series 2016 Note shall bear interest from the Date of Delivery until payment of the
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entire outstanding principal amount due thereon. The Interest Rate on the Series 2016 Note
shall be a fixed rate of interest equal to 2.48% per annum. Interest on the Series 2016 Note shall
be calculated using a 360-day year consisting of twelve 30-day months,

Interest on the Series 2016 Note shall be paid semiamnually on each Interest Payment
Date, commencing October 1, 2016. On each Principal Payment Date, the City shall pay an
annual installment of the outstanding principal amount due on the Series 2016 Note in the
amounts set forth on Schedule 1 of the Series 2016 Note,

The City may prepay the Series 2016 Note in whole or in part, at anytime, without a
prepayment premium or penalty.

SECTION 5. EXECUTION OF SERIES 2016 NOTE. The Series 2016 Note shall be
executed in the name of the City by the Mayor and attested by the Clerk, and its corporate seal
or a facsimile thereof shall be affixed thereto or reproduced thereon. The Series 2016 Note may
be signed and sealed on behalf of the City by any person who at the actual time of the execution
of the Series 2016 Note shall hold the appropriate office in the City, although at the date thereof
the person may not have been so authorized. The Series 2016 Note may be executed by the
facsimile signatures of the Mayor and/or Clerk, provided that at least one of the foregoing
signatures must be a manual signature.

SECTION 6. REGISTRATION AND TRANSFER OF SERIES 2016 NOTE. The
Series 2016 Note shall be and shall have all the qualities and incidents of a negotiable
instrument under the Uniform Commercial Code-Investment Securities Laws of the State of
Florida, and each Registered Owner, in accepting the Series 2016 Note, shall be conclusively
deemed to have agreed that such Series 2016 Note shall be and have all of the qualities and
incidents of negotiable instruments thereunder.

There shall be a Registrar who shall be responsible for maintaining the Register. The
person in whose name ownership of a Series 2016 Note is shown on the Register shall be
deemed the Registered Owner thereof by the City and the Registrar, who may treat the
Registered Owner as the absolute owner of the Series 2016 Note for all purposes, whether or not
the Series 2016 Note shall be overdue, and any notice to the contrary shall not be binding upon
the City or the Registrar.

Ownership of the Series 2016 Note may be transferred only in whole and in
denominations of not less than $100,000 even in whole, and only upon the Register. Upon
surrender to the Registrar for transfer or exchange of the Series 2016 Note accompanied by an
assignment or written authorization for exchange, whichever js applicable, duly executed by the
Registered Owner or its attorney duly authorized in writing, the Registrar shall deliver in the
name of the Registered Owner or the transferee or transferees, as the case may be, a new fuily
registered Series 2016 Note of the same amount, maturity and interest rate as the Series 2016
Note surrendered.
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The Series 2016 Note presented for transfer, exchange, redemption or payment (if so
required by the City or the Registrar) shall be accompanied by a written instrument or
instruments of transfer or authorization for exchange, in form and with guaranty of signature
satisfactory to the City or the Registrar, duly executed by the Registered Owner or by his duly
authorized attorney.

The City and the Registrar may charge the Registered Owner a sum suffijcient to
reimburse them for any expenses incurred in making any exchange or transfer after the first
such exchange or transfer following the delivery of such Serjes 2016 Note. The Registrar or the
City may also require payment from the Registered Owner or his transferee, as the case may be,
of a sum sufficient to cover any tax, fee or other governmental charge that may be imposed in
relation thereto. Such charges and expenses shall be paid before any such new Series 2016 Note
shall be delivered.

The new Series 2016 Note delivered upon any transfer or exchange shall be a valid
obligation of the City, evidencing the same debt as the Series 2016 Note surrendered, shall be
secured under this Loan Agreement, and shall be entitled to all of the security and benefits
hereof to the same extent as the Series 2016 Note surrendered.

Whenever a Series 2016 Note shall be delivered to the Registrar for cancellation, upon
payment of the principal amount thereof, or for replacement, transfer or exchange, such Series
2016 Note shall be cancelled and destroyed by the Registrar, and counterparts of a certificate of
destruction evidencing such destruction shall be furnished to the City.

SECTION 7. SERIES 2016 NOTE MUTILATED, DESTROYED, STOLEN OR

LOST. In case the Series 2016 Note shall be mutilated, or be destroyed, stolen or lost,
upon the Registered Owner furnishing the Registrar satisfactory indemnity and complying with
such other reasonable regulations and conditions as the City may prescribe and paying such
expenses as the City may incur, the Registrar shall issue and deliver a new Series 2016 Note of
Jike tenor as the Series 2016 Note so mutilated, destroyed, stolen or lost, in lieu of or
substitution for the Series 2016 Note, if any, destroyed, stolen or Jost, or in exchange and
substitution for such mutilated Series 2016 Note, upon surrender of such mutilated Series 2016
Note, if any, to the Registrar and the cancellation thereof; provided however, if the Series 2016
Note shall have matured or be about to mature, instead of issuing a substitute Series 2016 Note,
the City may pay the same, upon being indemnified as aforesaid, and if such Series 2016 Note
be lost, stolen or destroyed, without surrender thereof. Any Series 2016 Note surrendered
under the terms of this Section 7 shall be cancelled by the Regjstrar.

Any such new Series 2016 Note issued pursuant to this section shall constitute an
original, additional contractual obligation on the part of the City whether or not, as to the new
Series 2016 Note, the lost, stolen or destroyed Series 2016 Note be at any time found by anyone,
and such new Series 2016 Note shall be entitled to equal and proportionate benefits and rights
as to security for payment to the same extent as the Series 2016 Note originally issued
hereunder.
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SECTION 8. FORM OF SERIES 2016 NOTE. The Series 2016 Note shall be in
substantially the form attached hereto as Exhibit A, with such variations, omissions and
insertions as may be necessary, desirable and authorized or permitted by this Loan Agreement
or the Authorizing Resolution.

SECTION 9. SECURITY FOR SERIES 2016 NOTE; SERIES 2016 NOTE NOT

DEBT OF THE CITY. The City promises that it will promptly pay the principal of and
interest on the Series 2016 Note and all other amounts due hereunder at the place, on the dates
and in the manner provided herein according to the true intent and meaning hereof. Amounts
due hereunder shall not be or constitute a general obligation or indebtedness of the City as a
“bond” within the meaning of Article VII, Section 12 of the Constitution of Florida, but shall be
payable solely from the Pledged Revenues in accordance with the terms of the Note Legislation
and this Agreement. The holder of the Series 2016 Note shall never have the right to cornpel the
exercise of any ad valorem taxing power to pay the Series 2016 Note, or be entitled to payment
of such Series 2016 Note from any funds of the City except from the Pledged Revenues as
described herein and in the Note Legislation,

SECTION 10. COVENANTS OF THE CITY. The City covenants with the
Registered Owner of the Series 2016 Note as follows:

A, Payments. The City will punctually pay all principal of and interest on the Series
2016 Note when due by wire transfer or other medjum acceptable to the City and the Bank.

B. Financial Statements. Beginning with the fiscal year ended September 30, 2015,
the City will provide the Bank a copy of the audited financial statements of the City annually.

C. Annual! Budget and Other Information. The City will prepare its annual budget
in accordance with the Act, and will provide to the Bank a copy of its final annual budget for
each Fiscal Year within 30 days of adoption thereof by the City Council and such other financial
or public information as the Bank may reasonably request.

D. Tax Compliance. Neither the City, nor any third party over whom the City has
control, will make any use of the proceeds of the Series 2016 Note at any time during the term of
the Series 2016 Note which would cause the Series 2016 Note to be (a) a "private activity bond”
within the meaning of Section 103(b)(1) of the Code or (b) an "arbitrage bond" within the
meaning of Section 103(b)(2) of the Code. The City covenants throughout the term of the Series
2016 Note to comply with the requirements of the Code and the Regulations, as amended from
time to time, and to take all actions necessary to maintain the exclusion from gross income for
purposes of the Code of interest on the Series 2016 Note.

SECTION 11. REPRESENTATIONS AND WARRANTIES. The City represents
and warrants to the Bank that:

A. Organization. The City is a municipal corporation, duly organized and existing
under the laws of the State of Florida.

25434/007/01098249.DOCV3



B. Authorization of Loan Agreement and Related Docuiments. The City has the
power and has taken all necessary action to authorize the execution and delivery of and the
performance by the City of its obligations under this Loan Agreement and the Series 2016 Note
i accordance with their respective terms. This Loan Agreement and the Series 2016 Note have
been duly executed and delivered by the City and are valid and binding obligations of the City,
enforceable against the City in accordance with their respective terms, except to the extent that
such enforcement may be limited by laws regarding bankruptcy, insolvency, reorganization or
moratorium applicable to the City or by general principles of equity regarding the availability
of specific performance.

C. Pledged Revenues, The City currently receives the Pledged Revenues and is
legally entitled to pledge such Pledged Revenues to pay the principal of and interest on the
Series 2016 Note when due as provided herein. The City estimates that the Pledged Revenues
will be available in amounts sufficient to pay the principal of and interest on the Serjes 2016
Note as the samc becomes due prior to the Maturity Date and, to pay all principal of and
interest on the Series 2016 Note on the Maturity Date. The City shall take all lawful action
necessary to enable the City to continue to receive the Pledged Revenues in at Jeast the amounts
necessary to pay principal and mterest on the Series 2016 Note to the extent not paid from some
other source.

D. Financial Statements. The financial statements of the City for the Fiscal Year
ended September 30, 2014, previously provided to the Bank were prepared in accordance with
generally accepted accounting principles and present fairly the financial condition of the City as
of such date and the results of its operations for the period then ended. Since such date, there
has been no material adverse change in the financial condition, revenues, properties or
operations of the City.

SECTION 12. CONDITIONS PRECEDENT. The obligation of the Bank to make
the Loan is subject to the satisfaction of each of the following conditions precedent on or before
the Date of Delivery:

Al Action. The Bank shall have received copies of the Note Legislation, each
certified as complete, true and correct as of the Date of Delivery, together with an executed
Loan Agreement, the executed Series 2016 Note, and the customary closing certificates.

B. Incumbercy of Officers. The Bank shall have received an incumbency certificate
of the City in respect of each of the officers who is authorized to sign this Loan Agreement, the
Series 2016 Note, and the related financing documents on behalf of the City.

C. Opinion of Cily Altorney. The Bank shall have received a written opinion of the
City Attorney as to (1) the valid existence of the City as a municipal corporation of the State; (2)
the due adoption of the Authorizing Resolution; (3) the due authorization, execution, validity
and enforceability of this Loan Agreement and the Series 2016 Note and the related financing
documents; and (4) the absence of litigation against the City relating to (a) its existence or
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powers, and (b) the proceedings for the authorization of the Loan Agreement and issuance of
the Series 2016 Note, in a form and substance satisfactory to the Bank.

D. Opinion _of Note Counsel. The Bank shall have received a letter from Note
Counsel authorizing the Bank to rely on the approving opinion of Note Counsel deljvered to the
City with respect to the Series 2016 Note to the same extent as if such opinion were addressed to
the Bank. The opinion, in form and substance satisfactory to the Bank, shall, at a minimum,
address the status of interest on the Serjes 2016 Note under the provisions of Section 103 of the
Code

E. Representations and Warranties; No Default.  The representations and
warranties made by the City herein shall be true and correct in all material respects on and as of
the Date of Delivery, as if made on and as of such date; no Default shall have occurred and be
continuing as of the Date of Delivery or will result from the consummation of the Loan; and the
Bank shall have received a certificate from the City to the foregoing effect.

F. Other Documents. The Bank shall have received such other documents,
certificates and opinions as the Bank or its counse] shall have reasonably requested.

SECTION 13. NOTICES. All notices, certificates or other communications
hereunder shall be sufficiently given and shall be deemed given when hand delivered,
delivered by telecopier, electronic mail, mailed by registered or certified mail, postage prepaid,
or delivered by courier service to the parties at the following addresses:

City: City of Palm Coast, Florida
160 Lake Avenue
Palm Coast, Florida 32115
Attention: Finance Director.

Bank: Ameris Bank
181 Cypress Point Parkway
Palm Coast, Florida 32164
Attention: Garry R. Lubi, Senior Vice President.

Any of the above parties may, by notice in writing given to the others, designate any
further or different addresses to which subsequent notices, certificates or other communications
shall be sent. Communication via telecopier shall be confirmed by delivery by hand, mail, or
courier, as specified above, of an original promptly after such communication by telecopier.

SECTION 14. EVENTS OF DEFAULT DEFINED; REMEDIES. “Events of Default”
under this Loan Agreement, and the terms "Default” and "Events of Default” and “Remedies”
shall be as provided in the Section 21 of the Master Resolution.

SECTION 15. NO PERSONAL LJABILITY. No recourse shall be had for the
payment of the principal of and interest on the Series 2016 Note or for any claim based on the
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Series 2016 Note or on this Loan Agreement, against any present or former member or officer of
the City Council or any person executing the Series 2016 Note.

SECTION 16. PAYMENTS DUE ON SATURDAYS, SUNDAYS AND

HOLIDAYS. In any case where the date for making any payment or the last date for
performance of any act or the exercise of any right, as provided in this Loan Agreement, shall be
other than a Business Day, then such payment or performance shall be made on the succeeding
Business Day with the same force and effect as if done on the nominal date provided in this
Loan Agreement, provided that interest on any monetary obligation hereunder shall accrue at
the applicable rate to and including the date of such payment.

SECTION 17. AMENDMENTS, CHANGES AND MODIFICATIONS. This Loan
Agreement may be amended only by a writing signed by both parties hereto.

SECTION 18. BINDING EFFECT. To the extent provided herein, this Loan
Agreement shall be binding upon the City and the Bank and shall inure to the benefit of the
City and the Bank and their respective successors and assigns. This Loan Agreement shall be
discharged and neither the City nor the Bank shall have any further cobligations hereunder
under the Series 2016 Note when the City shall have paid the principal of and interest on the
Series 2016 Note in full and shall have paid in full all other amounts, if any, due under the
Series 2016 Note or this Loan Agreement.

SECTION 19. SEVERABILITY. In the event any court of competent jurisdiction
shall hold any prowvision of this Loan Agreement invalid or unenforceable such holding shall
not invalidate or render unenforceable, any other provision hereof.

SECTION 20. EXECUTION IN COUNTERPARTS. This Loan Agreement may be
simultaneously executed in several counterparts, each of which shall be an original and all of
which shall constitute but one and the same instrument.

[Remainder of page intentionally left blank.]
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SECTION 21. APPLICABLE LAW. This Loan Agreement shall be governed by and
construed in accordance with the laws of the State.

IN WITNESS WHEREOF, the parties hereto have duly executed this Loan Agreement
as of the date first above written.

CITY OF PALM COAST, FLORIDA

e
/]01{%‘61'@,/1\4/{yor

ATTEST:

g O Smth

Virgiri4 Smith, City Clerk

APPROVED AS TO FORM AND LEGALITY:

o

City Attormey

AMERIS BAN

 (F L

Garry R. Lubi, Senior Vice President
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ANY HOLDER OF THIS NOTE, PRIOR TO BECOMING A HOLDER, SHALL EXECUTE A
PURCHASER’S CERTIFICATE IN THE FORM ATTACHED TO THE AUTHORIZING
RESOLUTION (HEREINAFER DEFINED)

EXHIBIT A

FORM OF SERIES 2016 NOTE

NO. R-1 $40,153,000

CITY OF PALM COAST, FLORIDA
UTILITY SYSTEM REFUNDING REVENUE NOTE,
SERIES 2016

RATE OF INTEREST MATURITY DATE DATE OF DELIVERY

2.48% October 1, 2036 April 20, 2016
REGISTERED OWNER: Ameris Bank
PRINCIPAL AMOUNT: Forty Million One Hundred Ninety Three Thousand Dollars

The City of Palm Coast, Florida (the “City”), for value received, hereby promises to pay
to the Registered Owner on the Payment Dates and Maturity Date specified above, or sooner as
provided herein, the Principal Amount hereof, plus interest accrued thereon from the Date of
Delivery at the Rate of Interest described herein from the Pledged Revenues as described
herein, until payment of the Principal Amount stated above.

This Series 2016 Note shall bear interest from the Date of Delivery until payment of the
entire outstanding Principal Amount due thereon. The Rate of Interest on this Series 2016 Note
shall be a fixed rate of interest equal to 2.48% per annum. Interest on this Series 2016 Note shall
be calculated using a 360-day year consisting of twelve 30-day months.

Interest on this Series 2016 Note shall be paid semiannually on each Interest Payment
Date, commencing October 1, 2016. On each Principal Payment Date, the City shall pay an
annual installment of the outstanding Principal Amount due on this Series 2016 Note in the
amounts set forth on Schedule 1 hereof.

The City may prepay this Series 2016 Note in whole or in part, at anytime, without
premium or prepayment penalty.
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This Series 2016 Note is being issued primarily to pay the costs of advance refunding the
City’s outstanding Utility System Revenue Bonds, Series 2007, and pursuant to the authority of
Article VI, Section 2, of the Constitution of the State of Florida, Chapters 159 Part 1 and 166,
Part II, Florida Statutes, as amended, the Charter of the City, and other provisions of law, and
pursuant and subject to the terms and conditions of Resolution No. 2003-22 adopted by the City
on September 30, 2003 (the “Master Resolution”), and Resolution No. 2016-23 duly adopted by
the City Council of the City on March 29, 2016 (the ”Authorizing Resolution” and together with
the Master Resolution “Note Legislation”), and the Loan Agreement dated as of April 20, 2016
between the City and Ameris Bank (the “Loan Agreement”). Capijtalized terms used in this
Series 2016 Note and not otherwise defined shall have the meaning ascribed to them in the Note

Legislation.

This Series 2016 Note is payable from and secured by Pledged Revenues, as defined in,
and in the manner provided in the Note Legislation and the Loan Agreement.

Amounts payable under this Series 2016 Note are secured by lien on the Pledged
Revenues on a parity and equal status with the outstanding principal amount of the City’s
Utility System Refunding Revenue Bonds, Series 2013.

This Series 2016 Note shall not constitute a general obligation or indebtedness of the
City, and the Registered Owner thereof shall never have the right to require or compel the levy
of taxes on any property of or in the City for the payment of the principal of and interest on this
Series 2016 Note. This Series 2016 Note shall not constitute a Lien upon any property of or in the
City, but shall be payable solely from the Pledged Revenues in the manner provided in the Note
Legislation, and the Loan Agreement. Reference is made to the Loan Agreement for the
provisions relating to the security for payment of this Series 2016 Note and the duties and
obligations of the City thereunder.

The Series 2016 Note shall be and shall have all the quahties and incidents of negotiable
instruments under the Uniform Commercial Code-Investment Securities J.aws of the State of
Florida, and the registered owner, in accepting the Series 2016 Note, shall be conclusively
deemed to have agreed that such Series 2016 Note shall be and have all of the qualities and
incidents of negotiable instruments thereunder.,

The Clerk shall be the Registrar who shall be responsible for maintaining the Register of
the ownership of this Series 2016 Note. The person in whose name ownership hereof is shown
on the Register shall be deemed the owner thereof by the City, and any notice to the contrary
shall not be binding upon the City or the Registrar. The City and the Registrar may treat the
registered owner as the absolute owner of the Series 2016 Note for all purposes, whether or not
such Series 2016 Note shall be overdue, and shall not be bound by any notice to the contrary.

Ownership of Series 2016 Note may be fransferred only upon the Register. Upon
surrender to the Registrar for transfer or exchange of any Series 2016 Note accompanied by an
assignment or written authorization for exchange, whichever is applicable, duly executed by the
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registered owner or its attorney duly authorized in writing, the Registrar shall deliver in the
name of the registered owner or the transferee or transferees, as the case may be, a new fully
registered Series 2016 Note of authorized denominations and of the same maturity and interest
rate and for the aggregate principal amount as the Series 2016 Note surrendered.

The new Series 2016 Note delivered upon any transfer or exchange shall be a valid
obligation of the City, evidencing the same debt as the Series 2016 Note surrendered and shall
be entitled to all of the security and benefits to the same extent as the Series 2016 Note
surrendered.

It is hereby certified and recited that all acts, conditions and things required by the
Constitution and laws of the State of Florida to happen, exist and be performed precedent to
and in the issuance of this Series 2016 Note, have happened, exist and have been performed in
regular and due form and time as so required.
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IN WITNESS WHEREOF, the City of Palm Coast, Florida, has caused this Series 2016
Note to be executed by the Mayor, and attested by the City Clerk, either manually or with their
facsimile signatures, and its seal or a facsimile thereof to be affixed, impressed, imprinted,
lithographed or reproduced hereon, and this Series 2016 Note to be dated as of April 20, 2016.

CITY OF PALM COAST, FLORIDA

By:

Mayor
(SEAL)

ATTEST:

By:
City Clerk

APPROVED AS TO FORM AND LEGALITY:

By:

City Attorney
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SCHEDULE]

PRINCIPAL AMORTIZATION SCHEDULE

Principal Payment

Date Principal
(October 1) Amount
2016 $ 846,000
2017 1,544,000
2018 1,581,000
2019 1,620,000
2020 1,663,000
2021 1,705,000
2022 1,745,000
2023 1,787,000
2024 1,832,000
2025 1,878,000
2026 1,925,000
2027 1,670,000
2028 2,023,000
2029 2,073,000
2030 2,120,000
2031 2,174,000
2032 2,229,000
2033 2,286,000
2034 2,339,000
2035 2,397,000
2036 2,456,000
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DISCLOSURE LETTER

The undersigned, as putchaser, proposes to negotjate with the City of Palm Coast,
Flotrida (the "Issuer") for the private purchase of its $40,193,000 Utility System Refunding
Revenue Note, Series 2016 (the "Note"). Prior to the award of the Note, the following
information is hereby furnished to the Issuer:

1. Set forth is an itemized list of the nature and estimated amounts of expenses to
be incurred for services rendered to us {the "Bank") in connection with the jssuance of the Note
(such fees and expenses to be paid by the Issuer):

Bank Origination Fee - $17,000
Bank Counsel Fees — $8,000

2. (a) No other fee, bonus or other compensation is estimated to be paid by the
Bank in connection with the issuance of the Note to any person not regularly employed or
retained by the Bank (including any “finder" as defined in Section 218.386(1)(a), Florida
Statutes), except as specifically enumerated as expenses to be incurred by the Bank, as set forth
In paragraph (1) above.

(b) No person has entered into an understanding with the Bank, or to the
knowledge of the Bank, with the Issuer, for any paid or promised compensation or valuable
consideration, directly or indirectly, expressly or implied, to act solely as an jntermedjary
between the Issuer and the Bank or to exercise or attempt to exercise any influence to effect any
transaction in the purchase of the Note.

3. The amount of the underwriting spread expected to be realized by the Bank is $0.
4. The management fee to be charged by the Bank is $0.
5. Truth-in-Bonding Statement:

The Note is being issued primarily to advance refund the City’s Utility System Revenue
Bonds, Series 2007.

Unless earlier redeemed, the Note is expected to be repaid on October 1, 2036. At an
interest rate of 2.48%, total interest paid over the life of the Note is estimated to be
$11,481,933.83.

The principal of and interest on the Note will be payable solely from the Pledged
Revenues as described in Resolution No. 2003-22 of the Issuer duly adopted on September 30,
2003, as amended, and Resolution No. 2016-23 of the lssuer duly adopted on March 29, 2016
(collectively, the "Resolution"). See the Resolution for a definition of Pledged Revenues. Based
on the above assumptions, issuance of the Note is estimated to result in a maximum of
$2,521,887.20 of Pledged Revenues of the [ssuer not being available to finance the services of the
Issuer in any one year during the life of the Note.
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6. The name and address of the Bank is as follows:

Amerijs Bank
181 Cypress Point Parkway
Palm Coast, Florida 32164

IN WITNESS WHEREOF, the undersigned has executed this Disclosure Statement on behalf
of the Bank this 20th day of April, 2016.

AMERIS BAN

By: /9 //

Name: Gawy R. Lubi 7
Title: Senior Vice President
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PURCHASER'S CERTIFICATE

This is to certify that Ameris Bank (the "Purchaser”) has not cequired the City of Palm
Coast, Florida (the "Issuer”) to deliver any offering document and has conducted its own
nvestigation, to the extent it deems satisfactory or sufficient, into matters relating to business
affairs or conditions (either financial or otherwise) of the Issuer in connection with the issuance
of 540,193,000 City of Palm Coast, Florida, Utility System Refunding Revenue Note, Series 2016
dated April 20, 2016 (the “Note"), and no inference should be drawn that the Purchaser, in the
acceptance of the Note, is relying on Note Counsel or Issuer's Counsel as to any such matters
other than the legal opinions rendered by Note Counsel, Bryant Miller Olive P.A. and by
Garganese, Weiss, D' Agresta, P.A,, the City Attorney (the "[ssuer's Counsel”). Any capitalized
undefined terms used herein not otherwise defined shall have the meaning set forth in
Resolution No. 2003-22 duly adopted by the City Council of the Issuer on September 30, 2003, as
amended (the “Master Resolution,”) or Resolution No. 2016-23 duly adopted by the City
Council of the Issuer on March 29, 2016 (the "Authorizing Resolution,” and together with the
Master Resolution, the “Resolution”).

We acknowledge and understand that the Resolution is not being qualified under the
Trust Indenture Act of 1939, as amended (the "1939 Act”), and is not being registered in reliance
upon the exemption from registration under Section 3(a)(2) of the Securities Act of 1933, Section
517.051(1), Florida Statutes, and/or Section 517.061(7), Florida Statutes, and that neither the
Issuer, Note Counsel nor Issuer's Counsel shall have any obligation to effect any such
registration or qualification.

We are not acting as a broker or other intermediary, and are purchasing the Note as an
investment for our own account and not with a present view to a resale or other distribution to
the public. We understand that the Note may only be transferred jn whole and not in part and
denominations not less than $100,000 even in whole, and will not be transferred to any kind of
trust under any circumstances. The Note will not be used in the future on a securitized
transaction and is not a municipal security.

The Note will only be sold to a Permitted Lender in whole, in a denomination of not Jess
than $100,000, with the City’s consent. The “Permitted Lender” means any bank, trust
company, savings institution or insurance company that is engaged as a regular part of its
business in making Joans authorized to do business in the State of Florida.

We are a bank as contemplated by Section 517.061(7), Florida Statutes. We are not
purchasing the Note for the direct or indirect promotion of any scheme or enterprise with the
intent of violating or evading any provision of Chapter 517, Florida Statutes.

We understand that the Note is not a municipal security and that no filing will be made
with respect to the Loan with EMMA, the Municipal Securities Rulemaking Boards continuing
disclosure site.

We understand that there will be no CUSIP Numbers obtained on the Loan and that
there will be no credit rating obtained on the Loan.
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We are an accredited investor within the meaning of Rule 501(a) promulgated under the
Securities Act of 1933, as amended.

The representations in this Certificate shall not relieve the Issuer from any obligation to
disclose any information required by the Resolution, the documents in connection with the
issuance of the Note or as required by applicable Jaw.

This Certificate is expressly for the benefit of the Issuer and may not be relied upon by
any other party.

DATED this 20th day of April, 2016.
AMERIS BANK

By: A /
Name: Garry R. Lubi

Title:  Senior Vice President
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NO. R-1 $40,153,000

CITY OF PALM COAST, FLORIDA
UTILITY SYSTEM REFUNDING REVENUE NOTE,
SERIES 2016

RATE OF INTEREST MATURITY DATE DATE OF DELIVERY

2.48% October 1, 2036 Apri] 20, 2016
REGISTERED OWNER: Ameris Bank

FORTY MILLION ONE HUNDRED NINETY-THREE

PRINCIPAL AMQOUNT: THOUSAND DOLLARS

The City of Palm Coast, Florida (the “City”), for value received, hereby promises to pay
to the Registered Owner on the Payment Dates and Maturity Date specified above, or sooner as
provided herein, the Principal Amount hereof, plus interest accrued thereon from the Date of
Delivery at the Rate of Interest described herein from the Pledged Revenues as described
herein, until payment of the Principal Amount stated above.

This Series 2016 Note shall bear interest from the Date of Delivery until payment of the
entire outstanding Principal Amount due thereon. The Rate of Interest on this Series 2016 Note
shall be a fixed rate of interest equal to 2.48% per annum. Interest on this Series 2016 Note shall
be calculated using a 360-day year consisting of twelve 30-day months.

Interest on this Series 2016 Note shall be paid semjannually on each Interest Payment
Date, commencing October 1, 2016. On each Principal Payment Date, the City shall pay an
annual installment of the outstanding Principal Amount due on this Series 2016 Note in the
amounts set forth on Schedule 1 hereof.

The City may prepay this Series 2016 Note in whole or in part, at anytime, without
premium or prepayment penalty.

This Series 2016 Note is being issued primarily to pay the costs of advance refunding the
City’s outstanding Utility System Revenue Bonds, Series 2007, and pursuant to the authority of
Article VIII, Section 2, of the Constitution of the State of Florida, Chapters 159 Part I and 166,
Part II, Florida Statutes, as amended, the Charter of the City, and other provisions of law, and
pursuant and subject to the terms and conditions of Resolution No. 2003-22 adopted by the City
on September 30, 2003, as amended, (the “Master Resolution”), and Resolution No. 2016-23 duly
adopted by the City Council of the City on March 29, 2016 (the “Resolution” and together with
the Master Resolution “Note Legislation”), and the Loan Agreement dated as of April 20, 2016
between the City and Ameris Bank (the “Loan Agreement”). Capitalized terms used in this
Series 2016 Note and not otherwise defined shall have the meaning ascribed to them in the Note
Legislation.
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This Series 2016 Note is payable from and secured by Pledged Revenues, as defined in,
and in the manner provided in the Note Legislation and the Loan Agreement.

Amounts payable under this Series 2016 Note are secured by lien on the Pledged
Revenues on a parity and equal status with the City’s Utility System Refunding Revenue Bonds,
Series 2013.

This Series 2016 Note shall not constitute a general obligation or indebtedness of the
City, and the Registered Owner thereof shall never have the right to require or compel the levy
of taxes on any property of or in the City for the payment of the principal of and interest on this
Series 2016 Note. This Series 2016 Note shall not constitute a Jien upon any property of or in the
City, but shall be payable solely from the Pledged Revenues in the manner provided in the Loan
Agreement. Reference is made to the Loan Agreement for the provisions relating to the security
for payment of this Series 2016 Note and the duties and obligations of the City thereunder,

The Series 2016 Note shall be and shall have all the qualities and incidents of negotiable
instruments under the Uniform Commercial Code-Investment Securities Laws of the State of
Florida, and the registered owner, in accepting the Series 2016 Note, shall be conclusively
deemed to have agreed that such Series 2016 Note shall be and have all of the qualities and
incidents of negotiable instruments thereunder.

The Clerk shall be the Registrar who shall be responsible for maintaining the Register of
the ownership of this Series 2016 Note. The person in whose name ownership hereof is shown
on the Register shall be deemed the owner thereof by the City, and any notice to the contrary
shall not be binding upon the City or the Registrar. The City and the Registrar may treat the
registered owner as the absolute owner of the Series 2016 Note for all purposes, whether or not
such Series 2016 Note shall be overdue, and shall not be bound by any notice to the contrary.

Ownership of Series 2016 Note may be transferred only upon the Register. Upon
surrender to the Registrar for transfer or exchange of any Series 2016 Note accompanied by an
assignment or written authorization for exchange, whichever is applicable, duly executed by the
registered owner or its attorney duly authorized in writing, the Registrar shall deliver in the
name of the registered owner or the transferee or transferees, as the case may be, a new fully
registered Series 2016 Note of authorized denominations and of the same maturity and interest
rate and for the aggregate principal amount as the Series 2016 Note surrendered.

The new Series 2016 Note delivered upon any transfer or exchange shall be a valid
obligation of the City, evidencing the same debt as the Series 2016 Note surrendered and shall
be entitled to all of the security and benefits to the same extent as the Series 2016 Note
surrendered.

It is hereby certified and recited that all acts, conditions and things required by the
Constitution and laws of the State of Florida to happen, exist and be performed precedent to
and in the issuance of this Series 2016 Note, have happened, exist and have been performed in
regular and due form and time as so required.
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IN WITNESS WHEREOQF, the City of Palm Coast, Florida, has caused this Series 2016
Note to be executed by the Mayor, and attested by the City Clerk, either manually or with their
facsimile signatures, and its seal or a facsimile thereof to be affixed, impressed, imprinted,
lithographed or reproduced hereon, and this Series 2016 Note to be dated as of April 20, 2016.

CITY OF PALM COAST, FLORIDA

By:/‘7<)ct/

O Mayer [

(SEAL)
ATTEST:

—_—

By: UWM

lidy Clerk

APPROVED AS TO FORM AND LEGALITY:

City Attorney
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SCHEDULE 1

PRINCIPAL AMORTIZATION SCHEDULE

Maturity Date Principal
October 1 Amount
2016 $ 846,000
2017 1,544,000
2018 1,581,000
2019 1,620,000
| 2020 1,663,000
2021 1,705,000
2022 1,745,000
2023 1,787,000
2024 1,832,000
2025 1,878,000
2026 1,925,000
2027 1,970,000
2028 2,023,000
2029 2,073,000
2030 2,120,000
2031 2,174,000
2032 2,229,000
2033 2,286,000
2034 2,339,000
2035 2,397,000
2036 2,456,000
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om 8038~6

(Rev. September 201 1) » Under Internal Revenue Code section 149(e)

> See s ate instructions.
Oepariment of the Treasury eparate insinue

nternal Reverye Service

Information Return for Tax-Exempt Governmental Obligations

OMB Nop 1545-0720

Caution: /f the issue price Is under $100,000, use Form 8038-GC.

IEEXXXI  Reporting Authority

(f Amended Return, check here » [

1 Issuet's name

Cily of Palm Coast, Florida

2 |ssuar's emplayer identification number (EIN)

59-3614294

32 Neme of parson (other than issuar) with whom the IRS may communicate about this retum (see nstrucuons)

Keimet h R Antin, Note Counsel

3ab Telephone nuriber of other person shown on 3a

(407) 426-7001

4 Number and strest {or £.0. box if v il is not delivered 1o street address) Room/suie

255 S Orange Avenue , Suile 1350

5 Report E‘:Der (For 1AS {Use Only)
E1

6 City. town, or poal office, state, and Zil> code
Orlando, Flarida 32801

7_ Date of issue
4/20/2016

8 Name ol 1ssue

Utilny System Refunding Revenue Note, Series 2016

B CUSIP number
N{A,

10a Name and bile of officer or other employee of the 1ssuer whom the IRS may ¢all for more information (see
Instructions)

Christopher M. Quinn, Finance Direclor

10b Telephone number of officer or other
employee shown on 103

(386) 986-4745

EZ  Type of Issue (enter the issue price). See the instructions and attach schedule.

11 Education . 11
12  Health and hospltal 12
13  Transporation 13
14 Public safety . 14 N
18 Environment (including sewage bonds) 15
16 Housing 16 - N
17 Ullities 17 40,193.000| 00
18 Other. Describe > 18
19 If obligations are TANs or RANs, check only box 19a > [} =

If obligations are BANs, check anly box 19b > []
20 If obligations are in the form of a lease or installment sale, check box | ;
Par Descriplion of Obligations. Complets for the entire issue for which this form is being filed.

(a) Final matunty dale (b) lssue price fe) psr:i::; r:;it;r:ﬁ;ion av{sgﬂ‘;\;eg;:if"y (e) Yield

21 10/01/2036 $ 40,193,00000| § 40,193,000.00 {1,510 years 24801 9
P2 Uses of Proceeds of Bond Issue [including underwriters’ discount)
22  Proceeds use&d for accrued interest 22 0| o0
23  Issue price of entire issue (enter amount from line 21 column (b)) . L. 23 40,1932.000] 00
24  Proceeds used for bond issuance costs (including underwriters' discount) . 24 161,851| 28
25  Proceeds used for credit enhbancement 25 0|00
26  Proceeds allocated to ressonably required reserve or replacement fund 26 0| 00
27  Proceeds used to currently refund prior Issues 27 40,031,448| 15|
28 Proceeds used 1o advance refund prior issues 28 o] oo]
29 Total (add lines 24 through 28) . 29 40.193,000| 00

Nonrefunding proceeds of the issue (subtract line 29 from ||ne 23 and emer amount he:e) 30 0| 00

Description of Refunded Bonds. Complete this part only for refunding bonds.

31 Enter the remaining weighted average maturily of the bonds to de currently refunded . . > 119308 years
32  Enter the remaining weighted average maturity of the bonds to be advance refunded . > n/a years
33  Enter the last date on which the refunded bonds will be called (MM/DD/YYYY) > 04/01/2017
34  Enter the date(s) the refunded bonds were issued » (MM/DD/YYYY) 0172512007

For Paperwork Reduction Act Notice, see separate instructions.

Cat. No, 637738

Form 8038-G (Rev 9-2011)



Form 8038-G (Rev 9-2011)

m Miscellaneous

Page 2

Enter the amount of the state volume cap allocated to the issue under section 141(b)(5) AN 35 -
36a Enter the amount of gross proceeds invested or 1o be Invested in a guaranteed investment contract
(GIC) (see instructions) . . . . | 36a
b Enter the final maturity date of the GIC > - i
¢ Enter the name of the GIC provider
37  Pooled financings: Enter the amount of the proceeds of this issue that are to be used to maks loans
to other governmental units L P . 37
38a i this issue is & loan made from the proceeds of another tax- exempt issue, check box » D and entec \he following intormation:
b Enter the date of the master pool ovligation P
C Enter the EIN of the issuer of the master pool obligation »
d Enter the name of the issuer of the master pool obligation »
39 I the issuer has designated the issue under section 265(b)(3)(B)(|)(|H) {small issuer exceptlon) checkbox . . . . » [
40 If the issuer has elected lo pay a penalty in liev of arbitrage rebate, check box . . . A e
41a If the issuer has identitied a hedge, check here »  [] and enter the following mformatlon
b Name of hedge provider »
¢ Type of hedge »
d Term of hedge »
42 If the issuer has superintegrated the hedge, check box . . . A
43 [t the issuer has established written procedures to ensure that all nonquahfled bonds of lhns issue are remediated
according to the requirements under the Code and Regulations (see instructions), check box | A e
44  |f the issver has established written procedures to monitor the requirements of section 148, checkbox . . . . . P
45a If some portion of the proceeds was used to reimburse expendilures, check here » [ and enter the amount
of rembursement . |, | . .
b Enter the date the official |ntent was adopted 4 B
si Unid h it ﬁ%rs of perjory, | d/#‘ll' ]\:ﬂl ( have examined this relurn and accompanying schedules and slatemants, and 1o the best of my knowledge
gn ature and P ey are |5 m c(w nd'compieta. | further declare that | cgnsent to the 18S’s dis¢losure of the issuer’s relurn informatbion, as necessary o
and progess t eturm, r s n thaf | have autherized above.
Consent e |T 0 Christopher M. Quinn, Finance Director
} S|g|ra:urb of issuer’s dulhqrnri representalive = } Type or pri;u name and tille
Paid Print/Type preparer's name \_. Preparer‘s signature Date Gheck ——? i FTIN
Preparer KE \neth R_Amn seif-employed
Use Only Firm's name  » Bryant Miller Olnve PA Firm's EIN > 59_1315§01
Firm’s gddrass » 2555 Omnpge Avenue.. Ste 1350, Orlando, FL 32801 Phone Ro. (407) 426-7001

Form B038-G (Rev

9-2011)



Bond issue name:

Sale date:

Cloalng date.
Submitted by:

Submisslon date:

Notlce Of Sale

Cily of Palm Coasl, Florida Utiily Sysiem Refunding Revenue Nole, Senes 2018
04/20/2016

04/20/2016

kfranclsco@bmolaw.com

03/31/2018

Panied On' 3/31/2016 12:0440PM



CERTIFICATE REGARDING INTEREST RATE

In accordance with the provisions of Section 215.84(3), Florida Statutes, the undersigned
official of the City of Palm Coast, Florida, DOES HEREBY CERTIFY that the rate of interest on the
Note described below does not, on April 20, 2016, the date of initial sale, exceed an average net
interest cost rate, computed by adding 300 basis points to The Bond Buyer "20 Bond Index"
published immediately preceding the first day of the calendar month in which the Note is sold.

$40,193,000 City of Palm Coast, Florida Utility System Refunding Revenue Note,
Series 2016 bearing a fixed rate of interest equal to 2.48%, and maturing on October
1, 2036.

EXECUTED this 20th day of April, 2016.

CITY OF PALM COAST, FLORIDA

q)/

By, — 7% £
lafie: JonNe
Title:  Mayor
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PARITY BONDS CERTIFICATE REQUIRED BY
SECTION 20 (Q) OF MASTER RESOLUTION

Pursuant to the requirements of Section 20(Q) of Resolution No. 2003-22, duly adopted
by the City Council of the City of Palm Coast, Florida (the “[ssuer”) on September 30, 2003 (the
“Resolution™), the Finance Director of the Issuer must certify certain conditions prior to the
issuance of Additional Parity Obligations. Capitalized terms not defined herein shall have the
meanings ascribed thereto in the Resolution.

The undersigned Finance Director of the Issuer does hereby certify the following, with
respect to the Issuer's $40,193,000 City of Palm Coast, Florida Utility System Refunding
Revenue Note, Series 2016 (the "Series 2016 Note™):

(1) I have reviewed the books and records of the Issuer relative to the System and
the Net Revenues; and

(2) The Net Revenues derived during the twelve (12) months ending September 30,
2015, equals $18,387,190.00 and is not less than the required 110% of the Maximum Bond Service
Requirement becoming due in any Bond Year after the Delivery Date of the Series 2016 Note,
which js $9,324,603.20 on (i) the Issuer’s $89,600,000 City of Palm Coast, Florida Utility System
Improvement and Refunding Revenue Bonds, Series 2013, of which $84,120,000.00 are currently
outstanding and (ii) the Series 2016 Note.

DATED this 20th day of April, 2016.

CITY OF PALM COAST, FLORIDA
|

[l / ! fé P/\ /,) '
Name: Ch rjsl‘opher Qui‘%
Title: Finance Director
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ESCROW DEPOSIT AGREEMENT

THIS ESCROW DEPOSIT AGREEMENT, dated April 20, 2016, by and between the CITY
OF PALM COAST, FLORIDA (the "lssuer”), and WFI.I.S FARGO BANK, N.A., a nationa]
banking association, as Escrow Agent and its successors and assigns (the "Escrow Agent™);

WITNESSETH:

WHEREAS, pursuant to Resolution No. 2003-22 adopted by the City Council of the
Issuer on September 30, 2003, as amended and supplemented and as particularly supplemented
by Resolution No. 2006-24 adopted by Issuer on December 19, 2006 (collectively, the “Refunded
Bonds Resolution”), the Issuer has previously authorized and issued obligations, hereinafter
defined as “Refunded Bonds,” as to which the Total Debt Service (as hereinafter defined) js set
forth on Schedule A; and

WHEREAS, the Issuer has determined to provide for payment of the Total Debt Service
of the Refunded Bonds by depositing with the Escrow Agent an amount which together with
investment earnings thereon is at least equal to the Total Debt Service of the Refunded Bonds as
set forth in Schedule A hereto; and

WHEREAS, in order to obtain the funds needed for such purpose, the Issuer has
authorized and is, concurrently with the delivery of this Agreement, issuing its Utility System
Refunding Revenue Note, Series 2016; and

NOW, THEREFORE, in consideration of the mutual covenants and agreements herein
contained, the Issuer and the Escrow Agent agree as follows:

SECTION 1. Definitions. As used herein, the following tetms mean:

(a) "Acquired Obligations” shall have the meaning given to it in Resolution No.
2006-24 of the Issuer.

(b) "Agreement” means this Escrow Deposit Agreement.

(c) "Authorized Officer” shall mean the City Manager or the Finance Director of the
Issuer, or their designees, or with respect to the Escrow Agent, shall mean any officer
authorized by the bylaws or other official action of the Escrow Agent to perform the applicable
function or services.

(d) "Bond Resolution” means the Refunding Bonds Resolution, and Resolution No.
2016-23 adopted by the City on March 29, 2016 authorizing the issuance of the Note and the
refunding of the Refunded Bonds.

(e) "Call Date" means April 1, 2017.
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() "EMMA" means the Electronic Municipal Marketplace Access system of the
Municipal Securities Rulemaking Board.

(8) "Escrow Agent” means Wells Fargo Bank, N.A. having a designated corporate
trust office in Jacksonville, Florida, and its successors and assigns.

(h) "Escrow Fund” means the account hereby created and entitled Escrow Fund
established and held by the Escrow Agent pursuant to this Agreement, in which cash and
investments will be held for payment of the principal of and accrued interest on the Refunded
Bonds as they become due and payable.

(i) "Escrow Requirement” means, as of any date of calculation, the sum of an
amount in cash and principal amount of Acquired Obligations in the Escrow Fund which
together with the interest to become due on the Acquired Obligations will be sufficient to pay
the Total Debt Service on the Refunded Bonds in accordance with Schedule A.

() "Issuer” means the City of Palm Coast, Florida.

(k) "Note" mean the City of Palm Coast, Florida Utihty System Refunding Revenue
Note, Secries 2016, issued under the Bond Resolution.

(N “Paying Agent" means Wells Fargo Bank, N.A,, having a designated corporate
trust office in Jacksonville, Florida, and its successors and assigns.

(m) “Refunded Bonds" means the Issuer’s outstanding Utility System Revenue
Bonds, Series 2007 maturing October 1, 2016 and thereafter.

(n) “Total Debt Service" means the sum of the principal and interest remaining
unpaid with respect to the Refunded Bonds and redemption premium, if any, in accordance
with Schedule A attached hereto.

SECTION 2. Discharge of Lien of Holders of Refunded Bonds. The Issuer by this
writing exercises its option to have the pledges, liens and obligations to the holders of the
Refunded Bonds under the Refunded Bonds Resclution no longer be in effect in accordance
with the terms of the Refunded Bonds Resolution.

SECTION 3. Establishment of Escrow Fund. There is hereby created and established
with the Escrow Agent a special, segregated and irrevocable escrow fund designated the "City
of Palm Coast, Florida Utility System Revenue Bonds, Series 2007 Escrow Deposit Trust Fund”
(the "Escrow Fund”). The Escrow Fund shall be held m the custody of the Escrow Agent for the
benefit of the holders of the Refunded Bonds, separate and apart from other funds and accounts
of the Issuer and the Escrow Agent. The Escrow Agent hereby accepts the Escrow Fund and
acknowledges the receipt of and deposit to the credit of the Escrow Fund the sum of
$43,794,880.01 comprised of $40,031,448.75 received from the Issuer from proceeds of the Note
and $3,763,431.26 received from the Issuer from funds transferred from funds and accounts
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related to the Refunded Bonds ("Escrow Proceeds”). The Escrow Proceeds shall be invested as
provided in Section 4 below.

SECTION 4. Use and Investment of Funds. The Escrow Agent agrees:

(a) to hold the funds and investments purchased pursuant to this Agreement in
irrevocable escrow during the term of this Agreement for the sole benefit of the holders of the
Refunded Bonds;

(b) to immediately invest $43,794,879.00 in the Acquired Obligations set forth on
Schedule B attached hereto and to hold such securities and cash proceeds therefrom in
accordance with the terms of this Agreement. The remaining cash balance equal to $1.01 shall
be held uninvested by the Escrow Agent.

(c) in the event the securities described on Schedule B cannot be purchased,
substitute securities may be purchased with the consent of the Issuer but only upon receipt of
verification from an independent certified public accountant that the cash and securities
deposited will not be less than the Escrow Requirement and only upon receipt of an opinion of
nationally recognized bond counsel that such securities constitute Acquired Oblgations for
purposes of this Agreement;

(d) there will be no investment of funds except as set forth in this Section 4 or in
Section 6 hereof; and

(e) in reliance upon the Verification Report dated April 20, 2016 prepared by Grant
Thomton, LLP, the Issuer represents and warrants that the interest on and the principal
amounts successively maturing on the Acquired Obligations in accordance with their terms
(without consideration of any reinvestment of such maturing principal and interest), are
sufficient such that moneys will be available to the Escrow Agent in amounts sufficient and at
the times required to pay the amounts of principal of and interest due and to become due on the
Refunded Bonds as described in Schedule A attached hereto. If the Acquired Obligations shall
be insufficient to make such payments, the Issuer shall timely deposit to the Escrow Fund,
solely from legally available funds of the Issuer, such additional amounts as may be required to
pay the Refunded Bonds as described in Schedule A hereto. Notice of any insufficiency shall be
given by the Escrow Agent to the Issuer as promptly as possible, but the Escrow Agent shall in
no manner be responsible for the failure to make such deposits.

SECTION 5. Payment of Refunded Bonds and Expenses.

(a) Refunded Bonds. On the dates and in the amounts set forth on Schedule A, the
Escrow Agent shall transfer to the Paying Agent for the Refunded Bonds, in immediately
available funds, solely from amounts available in the Escrow Fund, a sum sufficient to pay that
portion of the Total Debt Service for the Refunded Bonds coming due on such dates, as shown
on Schedule A.
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(b) Surplus. After making the payments from the Escrow Fund described in
Subsection 5(a) above, the Escrow Agent shall retain in the Escrow Fund any remaining cash in
the Escrow Fund in excess of the Escrow Requirement until the termination of this Agreement,
and shall then pay any remaining funds to the Issuer for deposit to the Interest Account for the
Note created in the Bond Resolution.

(c) Priority of Payments. The holders of the Refunded Bonds shall have an express
first lien on the funds and Acquired Obligations in the Escrow Fund until such funds and
Acquired Obligations are used and applied as provided in this Agrecment.

SECTION 6. Reinvestment.

(a) Except as provided in Section 4 and in this Section, the Escrow Agent shall have
no power or duty to invest any funds held under this Agreement or to sell, transfer or otherwise
dispose of or make substitutions of the Acquired Obligations held hereunder.

(b) At the written request of the Issuer and upon compliance with the conditions
hereinafter stated, the Escrow Agent shall sell, transfer or otherwise dispose of any of the
Acquired Obligations acquired hereunder and shall substitute other Acquired Obligations. The
[ssuer will not request the Escrow Agent to exercise any of the powers desctibed in the
preceding sentence in any manner which will cause interest on the Refunded Bonds to be
included in the gross income of the holders thereof for purposes of Federal income taxation.
The transactions may be effected only if (i) an independent certified public accountant selected
by the Issuer shall certify or opine in writing to the Issuer and the Escrow Agent that the cash
and principal amount of Acquired Obligations remaining on hand after the transactions are
completed will be not less than the Escrow Requirement, and (ii) the Escrow Agent shall receive
an opinion from a nationally recognized bond counsel] acceptable to the Issuer to the effect that
the transactions, in and by themselves will not cause interest on such Refunded Bonds to be
included in the gross income of the holders thereof for purposes of Federal income taxation and
such substitution is in compliance with thjs Agreement.

SECTION 7. Redemption of Refunded Bonds. The Issuer hereby irrevocably instructs
the Escrow Agent to request, on behalf of the Issuer, that the Paying Agent for the Refunded
Bonds call the Refunded Bonds for redemption in accordance with the terms of this Agreement
and the Refunded Bonds Resolution and to give, at the appropriate times, the notice or notices
required by the Refunded Bonds Resolution in connection with the redemption of the Refunded
Bonds. Such notice of vedemption shall be given by the Paying Agent in accordance with the
Refunded Bonds Resolution. All of the Refunded Bonds are hereby called and shall be
redeemed on April 1, 2017 at a redemption price equal to the par amount of the Refunded
Bonds plus accrued interest to the date of redemption.

Such notice shall be substantially in the form of Schedule C attached hereto.

The Escrow Agent shall also cause a notice of defeasance to be posted on EMMA and
sent to the holders of the Refunded Bonds within five (5) days of the date hereof; provided
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however, that the Escrow Agent shall not have any liability to any party in connection with any
failure to timely post any such notice on EMMA and the sole remedy available for such failure
shall be an action by the holders of the Refunded Bonds in mandamus for specific performance
ot similar remedy to compel performance. Such notice shall be in substantially the form of
Schedule D attached hereto.

SECTION 8. Indemnifjcation. To the extent that it may legally do so, without waiving
its sovereign immunity nor the limits of its liabijlity beyond the amount set forth in Section
768.28, Florida Statutes, and without consenting to be sued by third parties, the Issuer hereby
agrees to indemnify the Escrow Agent and hold il harmless from any and all claims, liabilities,
losses, action, suits, or proceedings at law or in equity, or any other expenses, fees or charges of
any character or nature, which it may incur or with which it may be threatened by reason of its
acting as Lscrow Agent under this Agreement, unless caused by its negligence or willful
misconduct; and in connection therewith to indemnify the Escrow Agent against any and all
expenses, including attorneys’ fees, costs and expenses and the costs of defending an action,
suit, or proceeding, or resisting any clajm. The Issuer’s obligations hereunder shall survive any
termination of this Agreement or the sooner resignation or removal of the Escrow Agent and
shall inure to the benefit of the Escrow Agent’s successors and assigns.

SECTION 9. Escrow Fund Irrevocable. The Escrow Fund hereby created shall be
irrevocable and the holders of the Refunded Bonds shall have an express lien on all Acquired
Obligations deposited in the Escrow Fund pursuant to the terms hereof and the interest
earnings thereon until paid out, used and applied in accordance with this Agreement or the
Refunded Bonds Resolution. Neither the Issuer nor the Escrow Agent shall cause nor permit
any other lien or interest whatsoever to be imposed upon the Escrow Fund.

SECTION 10. Responsibilities of Escrow Agent. The Escrow Agent and its respective
successors, assigns, agents and servants shall not be held to any personal liability whatsoever,
in tort, contract, or otherwise, in connection with the execution and delivery of this Agreement,
the establishment of the Escrow Fund, the acceptance of the funds deposijted therein, the
purchase of the Acquired Obligations, the retention of the Acquired Obligations or the proceeds
thereof or for any payment, transfer or other application of moneys or securities by the Escrow
Agent in accordance with the provisions of this Agreement or by reason of any non-negligent or
non-willful act, omission or error of the Escrow Agent made in good faith in the conduct of its
duties. The Escrow Agent shall, however, be responsible for its negligent or willful failure to
comply with its duties required hereunder, and its negligent or willful acts, omissions or errors
hereunder. Notwithstanding any provision herein to the contrary, in no event shall the Escrow
Agent be liable for special, indirect or consequential loss or damage of any kind whatsoever
(incJuding but not limited to lost profits). The duties and obligations of the Escrow Agent shall
be determined by the express provisions of this Agreement and no implied covenants or
obligations shall be read into this Agreement against the Escrow Agent. The Escrow Agent may
consult with counsel, at the Issuer’s expense, who may or may not be counse] to the Issuer, and

in conclusive reliance upon the opinion of such counsel shall have full and complete
authorization and protection in respect of any action taken, suffered or omitted by it in good
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faith in accordance therewith. Whenever the Escrow Agent shall deem it necessary or desirable
that a matter be proved or established prior to taking, suffering or omitting any action under
this Agreement, such matter may be deemed to be conclusively established by a certificate
signed by an authorized officer of the Issuer. Any payment obligation of the Escrow Agent
hereunder shall be paid from and is limited to funds available, established and maintained
hereunder and the Escrow Agent shall not be required to expend its own funds for the
performance of its duties under this Agreement. The Escrow Agent may act through its agents
and attorneys and shall not be responsible for any misconduct or negligence on the part of any
such person so appointed with due care. The Escrow Agent may conclusively rely upon and
shall be fully protected in acting and relying upon any notice, order, requisition, request,
consent, certificate, order, opinion (including an opinion of counsel), affidavit, letter, telegram
or other paper or document in good faith deemed by it to be genuine and correct and to have
been signed or sent by the proper person or persons. The Escrow Agent shall not be responsible
or liable for any failure or delay in the performance of its obligations under this Agreement
arising out of or caused, directly or indirectly, by circumstances beyond its reasonable control,
including, without limitation, acts of God; earthquakes; fire; flood; hurricanes or other storms;
wars; terrorism; similar military disturbances; sabotage; epidemic; pandemic; riots;
interruptions; loss or malfunctions of utilities, computer (hardware or software) or
communications services; accidents; labor disputes; acts of civil or military authority or
governmental action; it being understood that the Escrow Agent shall use commercially
reasonable efforts which are consistent with accepted practices in the banking industry to
resume performance as soon as reasonably practicable under the circumstances.

SECTION 11. Resignation of Escrow Agent. The Escrow Agent may resign and
thereby become discharged from the duties and obligations hereby created, by notice in writing
given to the Issuer not less than sixty (60) days before such resignation shall take effect. Such
resignation shall not take effect until the appointment of a new Escrow Agent hereunder.

SECTION 12. Removal of Escrow Agent.

(2) The Escrow Agent may be removed at any time by an instrument or concurrent
instruments in writing, executed by the holders of not less than fifty-one percent (51%) in
aggregate principal amount of the Refunded Bonds then outstanding, such instruments to be
filed with the Issuer, and notice in writing given by such holders to the original purchaser or
purchasers of the Note. A photographic copy of any instrument filed with the Issuer under the
provisions of this paragraph shall be delivered by the Issuer to the Escrow Agent.

(b)  The Escrow Agent may also be removed at any time for any breach of trust or for
acting or proceeding in violation of, or for failing to act or proceed in accordance with, any
provisions of this Agreement with respect to the dutjes and obligations of the Escrow Agent by
any court of competent jurisdiction upon the application of the Issuer or the holders of not less
than five percent (5%) in aggregate principal amount of the Note then outstanding, or the
holders of not less than five percent (5%) in aggregate principal amount of the Refunded Bonds
then outstanding.

(25434/010/01101384 DOCXv2)
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(c) The Escrow Agent may not be removed until a successor Escrow Agent has been
appointed in the manner set forth herein.

SECTION 13. Successor Escrow Agent.

(a) If at any time hereafter the Escrow Agent shall resign, be removed, be dissolved
or otherwise become incapable of acting, or shall be taken over by any governmental official,
agency, department or board, the position of Escrow Agent shall thereupon become vacant. If
the position of Escrow Agent shall become vacant for any of the foregoing reasons or for any
other reason, the Issuer shall appoint an Escrow Agent to fill such vacancy. The Issuer shall
mail a notice of any such appointment made by it to the holders of the Refunded Bonds within
thirty (30) days after such appointment.

{(b) At any time within one year after such vacancy shall have occurred, the holders
of a majority in principal amount of the Note then outstanding or a majority in principal
amount of the Refunded Bonds then outstanding, by an instrument or concurrent instruments
in writing, executed by either group of such bondholders and filed with the governing body of
the Issuer, may appoint a successor Escrow Agent, which shall supersede any Escrow Agent
theretofore appointed by the Issuer. Photographic copies of each such instrument shall be
delivered promptly by the Issuer, to the predecessor Escrow Agent and to the Escrow Agent so
appointed by the bondholders. In the case of conflicting appointments made by the
bondholders under this paragraph, the first effective appointment made during the one year
period shall govern.

(c) If no appointment of a successor Escrow Agent shall be made pursuant to the
foregoing provisions of this Section within sixty (60) days of the delivery of a notice of
resignation or removal, the holder of any Refunded Bonds then outstanding, or any retiring
Escrow Agent may apply to any court of competent jurisdiction to appoint a successor Escrow
Agent. Such court may thereupon, after such notice, if any, as such court may deem proper and
prescribe, appoint a successor Escrow Agent.

SECTION 14. Payment to Escrow Agent. The Escrow Agent hereby acknowledges that
it has agreed to accept compensation under the Agreement in the sum of $2,500, payable at
delivery, for services to be performed by the Escrow Agent pursuant to this Agreement, plus
out-of-pocket expenses (including attorneys’ fees, costs and expenses) to be reimbursed at cost
from legally available funds of the Issuer. The liscrow Agent agrees that it shall have no
interest in or right to payment of such compensation or out of pocket expenses from the Escrow
Fund.

SECTION 15. Term. This Agreement shall commence upon its execution and delivery
and shall terminate when the Refunded Bonds have been paid and discharged in accordance
with the proceedings authorizing the Refunded Bonds, except as provided in Section 8 hereof.

SECTION 16. Severability. If any one or more of the covenants or agreements
provided in this Agreement on the part of the Issuer or the Escrow Agent to be performed
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should be determined by a court of competent jurisdiction to be contrary to law, such covenant
or agreements herein contained shall be null and void and shall in no way affect the validity of
the remaining provisions of this Agreement.

SECTION 17. Amendmenls Lo this Agreement. This Agreement is made for the benefit
of the Issuer and the holders from time to time of the Refunded Bonds and the Note and it shall
not be repealed, revoked, altered or amended in whole or in part without the written consent of
all affected holders, the Insurer of the Refunded Bonds, the Escrow Agent, the holder of the
Note and the Issuer; provided, however, that the Issuer, the Insurer of the Refunded Bonds and
the Escrow Agent may, without the consent of, or notice to, such holders, enter into such
agreements supplemental to this Agreement as shall not adversely affect the rights of such
holders and as shall not be inconsistent with the terms and provisions of this Agreement, for
any one or more of the following purposes:

(a) to cure any ambiguity or formal defect or omission in this Agreement;

(b) to grant to, or confer upon, the Escrow Agent, for the benefit of the holders of the
Note and the Refunded Bonds any additional rights, remedies, powers or authority that may
lawfully be granted to, or conferred upon, such holders or the Escrow Agent; and

(c) to subject to this Agreement to additional funds, securities or properties.

The Escrow Agent shall, at its option, be entitled to request at the Issuer’s expense and
rely exclusively upon an opinion of nationally recognized attorneys on the subject of municipal
bonds acceptable to the Issuer with respect to compliance with this Section, including the
extent, if any, to which any change, modification, addition or elimination affects the rights of
the holders of the Refunded Bonds or that any instrument executed hereunder complies with
the conditions and provisions of this Section.

SECTION 18. Counterparts. This Agreement may be executed in several counterparts,
all or any of which shall be regarded for all purposes as one original and shall constitute and be
but one and the same instrument.

SECTION 19. Goveming Law. This Agreement shall be construed under the laws of
the State of Florida without regard to conflict of Jaw principles.

[Reminder of page intentionally left blank]
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IN WITNESS WHEREOF, the parties hereto have each caused this Escrow Deposit
Agreement to be executed by their duly authorized officers and appointed officials and their
seals to be hereunder affixed and attested as of the date first above written.

[SEAL] CITY OF PALM COAST, FLORIDA

ST

By: _

ATTEST:

—_
-

By:
Virgiria Smith, City Clerk

WELLS FARGO BANK, N.A. as Escrow
Agent

By:

Daniel Radick, Vice President

(Signature page to Escrow Deposit Agreement]



IN WITNESS WHEREOF, the parties hereto have each caused this Escrow Deposit
Agreement to be executed by their duly authorized officers and appointed officials and their
seals to be hereunder affixed and attested as of the date first above written.

[SEAL] CITY OF PALM COAST, FLORIDA

By:

Jon Netts, Mayor

ATTEST:

By:

Virginia Smith, City Clerk

WELLS FARGO BANK, N.A, as Escrow
Agent

BM:?‘//

Daniel Radick, Vice President

[Signature page to Escrow Deposit Agreement]



SCHEDULE A
SCHEDULE OF DEBT SERVICE FOR
CITY OF PALM COAST, FLORIDA
UTILITY SYSTEM REVENUE BONDS, SERIES 2007

PAYMENT PRINCIPAL TOTAL
DATE PRINCIPAL INTEREST REDEEMED DEBT SERVICE

10/01/2016 $1,265,000.00 $932,340.63 $ 2,197,340.63

04/01/2017 907,040.63 $40,935,000.00 41,842,040.63
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SCHEDULE B
ACQUIRED OBLIGATIONS

United States Treasury Securities

Maturity Coupon Total
Type Date Par Amount Rate Cost
SLGS 10/01/2016  $2,193,398.00 0.400% $ 2,193,398.00
SLGS 04/01/2017  41,601,481.00 0.610% 41,601,481.00
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SCHEDULE C

NOTICE OF REDEMPTION

CITY OF PALM COAST, FLORIDA
UTILITY SYSTEM REVENUE BONDS, SERIES 2007

NOTICE IS HEREBY GIVEN for and on behalf of the City of Palm Coast, Florida (the
"Issuer”), that its Utility System Revenue Bonds, Series 2007, dated January 25, 2007 (the “Series
2007 Bonds”) have been called for optional redemption, without premium, on April 1, 2017 (the
“Redemption Date”), at the principal amount thereof plus accrued interest. The CUSIP number of
the Seties 2007 Bonds so called for redemption is set forth below:

Maturity Date Principal Redemption
(October 1) Amount Interest Rate CUSIP No. ' Price
2017 $1,315,000 5.000% 69661K BH2 100%
2018 1,380,000 4.000 69661K BJ]8 100%
2019 1,435,000 4.000 69661K BK5 100%
2020 1,495,000 4.000 69661K BL3 100%
2021 1,555,000 4.000 69661K BM1 100%

$5,090,000, 5.000% Term Bond, Due October 1, 2024 — CUSIP Number 69661K BN9
$7,970,000, 4.250% Term Bond, Due October 1, 2028 — CUSIP Number 69661K BP4
$12,080,000, 4.500% Term Bond, Due October 1, 2033 — CUSIP Number 69661K BQ2

$8,615,000, 4.375% Term Bond, Due October 1, 2036 — CUSIP Number 69661K BRO

[Remainder of page intentionally Jeft blank.]

T Phe Ciy 1s not responsible (oy the use of the CLUSIP Numbers referenced herem nor 1s any representation made by the City as to
herr corvectness. The CUSIP Numbers provided herem are included solely for the convenience of the readers of s Notice of
Redemption.
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Payment of the principal amount of the Series 2007 Bonds, and accrued interest thereon, will be
made on or after the Redemption Date, through presentation and surrender of the redeemed
bonds to:

Registered/Certified Mail: Air Courier: I person:

Wells Fargo Bank, N.A. Wells Fargo Bank, N.A. Wells Fargo Bank, N.A.
Corporate Trust Operations Corporate Trust Operations Northstar East Building
P.O. Box 1517 N9303-121 608 2nd Ave. So., 12th F1.
Minneapolis, MN 55480-1517 6th & Marquette Avenue Minneapolis, MN

Minneapolis, MN 55479

Interest on the Series 2007 Bonds accruing to or prior to the Redemption Date, if any,
will be paid in the usual manner, Interest on the Series 2007 Bonds w1ll cease to accrue on and
after the Redemption Date.

DATED this [___] day of | 1, 2017.

WELLS FARGO BANK, NATIONAL
ASSOCIATION
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SCHEDULE D

NOTICE OF DEFEASANCE
CITY OF PALM COAST, FLORIDA
UTILITY SYSTEM REVENUE BONDS, SERIES 2007
DATED: JANUARY 25, 2007
described below

NOTICE IS HEREBY GIVEN to the holders of the City of Paim Coast, Florida Utility
System Revenue Bonds, Series 2007 described below (the “Defeased Bonds”) that the Defeased
Bonds maturing on October 1, in the years 2016 through and including 2036, as described below
have been legally defeased and that the Defeased Bonds maturing on and after October 1, 2017
will be called for early redemption on April 1, 2017 at the principal amount thereof, plus
accrued interest to the date of redemption;

Maturity Date Principal Redemption
(October 1) Amount Interest Rate CUSIP No. ? Price
2016 $1,265,000 4.000% 69661K BG4 100%
2017 1,315,000 5.000 69661K BH2 100%
2018 1,380,000 4.000 69661K BJ8 100%
2019 1,435,000 4.000 69661K BKS 100%
2020 1,495,000 4.000 69661K BL3 100%
2021 1,555,000 4.000 69661K BM1 100%

$5,090,000, 5.000% Term Bond, Due October 1, 2024 — CUSIP Number 69661 K BN9
$7,970,000, 4.250% Term Bond, Due October 1, 2028 — CUSIP Number 69661K BP4
$12,080,000, 4.500% Term Bond, Due October 1, 2033 — CUSIP Number 69661K BQ?2

$8,615,000, 4.375% Term Bond, Due October 1, 2036 — CUSIP Number 69661K BRO

and that the deposit required by Section 24 of Resolution 2003-22 adopted by the Issuer on
September 30, 2003, as amended and supplemented from time to time (the “Resolution”) of
moneys has been made and the pledge and lien on the Pledged Revenues (as such term is defined
in the Resolution) and all covenants, agreements and obligations of the City to the holders of
Defeased Bonds have ceased, terminated and become void and are discharged and satisfied.

2 The City 15 nol responsible for the use of the CUSIP Numbers referenced herein nor is any vepresentaion made by the Cily as lo
their correchness. The CUSIP Numbers provided Jierem are included solely for the convenience of the readers of Hus Notice of
Redemgpbion.

25434/010/01101384.DOCXv2

Schedule D-1



Said deposit was made on April 20, 2016 in irrevocable escrow with Wells Fargo Bank, Natioral
Association, as escrow holder, at the following address:

Wells Fargo Bank, National Association
1 Independent Drive, Suite 620
Jacksonville, Florida 32202

Dated this[___] day of April, 2016.
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CERTIFICATE OF ESCROW AGENT

The undersigned, Wells Fargo Bank, N.A. (the "Bank"), DOES HEREBY CERTIFY to the City
of Palm Coast, Florida (the "City") that:

1. It has duly accepted the appointment as Escrow Agent with respect to the City of
Palm Coast, Florida Utility System Revenue Bonds, Series 2007 (the "Refunded Bonds") pursuant to
the Escrow Deposit Agreement dated as of April 20, 2016 by and between the Bank and the City
(the “Agreement”).

2. Attached hereto, marked Exhibit A, is a copy of an excerpt from the Bank's Bylaws
authorizing certain officers designated therein to execute on behalf of the Bank various types of
documents and instruments. Exhibit A constitutes a true, accurate and correct copy of such excerpt
from the Bank's Bylaws which have been duly adopted by the Bank and the authorization
evidenced by such certificate is in full force and effect.

3. The Bank hereby acknowledges receipt of a certified copy of Resolution No. 2016-23
adopted by the City on March 29, 2016 which among other things, authorizes the delivery of the
City’s Utility System Refunding Revenue Note, Series 2016 for the purpose of providing funds
sufficient to refund the Refunded Bonds as more particularly described in the Resolution.

1
4. The Agreement has been duly executed on behalf of the Bank by [__Danfel Radick ],
one of its officers, and the Agreement has been duly delivered on behalf of the Bank and is a legal,
valid and binding obligation of the Bank.

5. The signature appearing opposite the name of the officer below is the authentic
signature of such officer:

Name Title Signature
Daniel Radick Vice President M
6. The officer referred to above was at the time of the acts referred to above, and is at

the date hereof, a duly elected, qualified and acting officer of the Bank, duly authorized to perform
such acts, and the signature, appearing on the documents referred to above is her genuine
signature,

7. The Bank is a national banking association duly organized, validly existing and in

good standing under the laws of the United States of America and is duly authorized to exercise
trust powers in the State of Florida.
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8. The Bank has all requisite authority, power, licenses, permits and franchises, and has
full corporate power and legal authority to execute and perform its functions under the Resolution
and the Agreement.

9. The performance by the Bank of its functions under the Agreement will not result in
any violation of the Articles of Association or Bylaws of the Bank, any court order to which the Bank
is subject or any agreement, indenture or other obligation or instrument to which the Bank is a party
or by which the Bank is bound, and no approval or other action by any governmental authority or
agency having supervisory authority over the Bank is required to be obtained by the Bank in order
to perform its functions under the Resolution and the Agreement.

10. The Agreement constitutes a valid and binding obligation of the Bank in accordance
with its terms, subject to applicable bankruptcy, insolvency, reorganization, moratorium and other
similar laws affecting creditors' rights generally and subject, as to enforceability, to general
principles of equity.

11. To the best of such authorized representative's knowledge, there is no action, suit,
proceeding or investigation at law or in equity before any court, public board or body pending or, to
their knowledge, threatened against or affecting the Bank wherein an unfavorable decision, ruling
or finding on an issue raised by any party thereto is likely to materially and adversely affect the
ability of the Bank to perform its obligations under the Resolution or the Agreement.

IN WITNESS WHEREQF, the undersigned has caused a Vice President to sign this certificate
this 20th day of April, 2016.

WELLS FARGO BANK, N.A.

= &

R P/\‘/ S m&‘hce Presu:ient
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Exhibit A

Bank's Bylaws
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Exhibit A

EXTRACT OF AMENDED AND RESTATED BY-LAWS

OF
WELLS FARGO BANK, NATIONAL ASSOCIATION
(November 22, 2010)

ARTICLE IV

Officers and Employees

Section 4.1 Appointment of Officers. The Board shall appoint a President, one or more
Vice Presidents and a Secretary and may appoint a Chairman of the Board and such other
officers as from time to time may appear to the Board to be required or desirable to transact the
business of the Association. Only directors shall be eligible for appointment as President or
Chatrman of the Board. If a director other than the President is appointed Chairman of the
Board, the Board shall designate either of these two officers as the chief executive officer of this
Association. Any officer designated by the Director of Human Resources as the head of a
business or staff group may appoint officers at the rank of Senior Vice President, Managing
Director or below, and any such designated officer may delegate this authority to another officer.

Section 4.5 General Authority and Duties. Officers shall have the general powers and
duties customarily vested in the office of such officers of a corporation and shall also exercise
such powers and perform such duties as may be prescribed by the Articles of Association, by
these by-laws, or by the laws or regulations governing the conduct of the business of national
banking associations, and shall exercise such other powers and perform such other duties not
inconsistent with the Articles of Association, these by-laws or laws or regulations as may be
conferred upon or assigned to them by the Board or the chief executive officer.

ARTICLE VI
Corporate Seal

Section 6.1 Form. The corporate seal of the Association shall have inscribed thereon
the name of the Association.

Section 6.2 Authority to Impress. The Chairman of the Board, if any, the President, the
Secretary, any Assistant Secretary or other officer designated by the Board shall have authority
to impress or affix the corporate seal to any document requiring such seal, and to attest the
same.
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SOURCES AND USES OF FUNDS

City of Palmy Coast, FL
Ulibty System Revenue Refunding Noie, Series 2016

Refunded Bonds: Series 2007

FINAL NUMBERS' As of March 29, 2016

Ameris Bank @ 2.18%

Dateg Date 04/20/2016
Delivery Date 04202016
Sources:
Bond Proceeds:
Par Amount 40,193,000.00
Other Sources of Funds:
Debt Service Fund 632,500.00
Prior Reserve Fund 3,130,931.26

3,763,431.26

43,956,431.26

Uses:

Refunding Escrow Deposils.
Cash Deposit
SLGS Purchases

Delivery Date Expenses:
Cost of Issuance

1.01

43,794,879.00

43,794,880.01

161,551.25

43,956,431.26

Mar 29, 2016 11:07 am Prepared by Hilltop Securities In¢. (LSE)
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BOND SUMMARY STATISTICS

Chy of Palm Coas), F'LL
Utility System Revenue Refunding Nole, Series 2016
Reflunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%

Daled Date

Delivery Date
First Coupon
Last Matunty

Acbitrage Yield

True lnterest Cost (TIC)
Net Interest Cast (NIC)
All-ln 73C

Average Coupon

Average Life (years)
Duration of Issue (years)

Par Amount

Bond Proceeds

Tolal Interesl

Net Inlerest

Bond Years rom Dated Date
Bond Years from Delivery Date

04/20/2016
04/20/2016
10/01/2016
10/01/2036

2 480074%
2 486528%
2 480000%
2521882%
2 480000%

11.519
9.759

40,193,000.00
40,193,000.00
11,481,933.83
11,481,933 83
462,581,202,78
462,981,202 78

Total Debl Service 51,674,933.83
Maximum Annual Debt Serviee 2,521,887.20
Average Annual Debt Service 2,527,234 91
Underwriter's Fees (per $1000)
Avcrage Takedown
Other Fee
Total Underwniter's Discount
Bid Price 100 000000
Average Average PV ofl bp
Bond Component Value Price Coupon Life change
Bond Component 40,193,000.00 100 000 2.480% 11,519 38,835.37
40,193,000 00 11.519 38,835.37
All-In Arbifrage
TIC TIC Yielg
Par Value 40,193,000 00 40,193,000.00 40,193,000.00
+ Accrued Interest
+ Peemium (Discount)
- Underwriler's Discount
- Cost of Issuance Expense (161,551 25)
- Other Amounts (25,000.00)
Target Value 40,168,000 00 40,031,448 75 40,193,000.00
Target Date 047202016 04202016 04720/2016
Yield 2 486528% 2.,521882% 2 430074%

Mar 29, 2016 11:07 am Prepared by Hilltop Securlies Inc. (LSE)  (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP,2016REFP) Page 2
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BOND PRICING

City of Palm Cosst, FL
Utilivy System Revenve Refunding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%

Malvrily
Bond Component Date Amount Rate Yield Price
Bond Component;
10/012016 846,000 2.480% 2.480% 100.000
10/01/2017 1,544,000 2.480% 2.480% 100.000
10/01/2018 1,581,000 2.480% 2.480% 100.000
10/01/2019 1,620,000 2.480% 2.480% 100.000
10/01/2020 1,663,000 2.480% 2.480% 100.000
10/01/2021 1,705,000 2.480% 2.480% 100.000
10/01/2022 1,745,000 2.480% 2.480% 100.000
10/01/2023 1,787,000 2,480% 2.480% 100.000
10/01/2024 1,832,000 2.480% 2.480% 100.000
10/0172025 1,878,000 2.480% 2.480% 100.000
10/¢1/2026 1,925,000 2.480% 2.480% 100,000
10/01/,2027 1,970,000 2.480% 2.480% 100.000
10/01/2028 2,023,000 2,480% 2.480% 100.000
10/01/2029 2,073,000 2.480% 2.480% 100.000
10/04/2030 2,120,000 2.480% 2.480% 100.000
10/01/2031 2,174,000 2.480% 2.480% 100.000
10/01/2032 2,229,000 2.480% 2.480% 100.000
10/01/2033 2,286,000 2.480% 2.480% 100.000
10/01/2034 2,339,000 2.480% 2.480% 100.000
10/01/2035 2,397,000 2.480% 2.480% 100.000
16/01/2036 2,456,000 2.480% 2.480% 100.000
40,193,000

Dated Date 04/2012016

Delivery Date 04/20/2016

First Coupoa 10/01/2016

Par Amount 40,193,000.00

Original Issue Discount

Production 40,193,000.00  100.000000%

Underwriler's Discount

Purchase Price 40,193,000.00  100.000000%

Accrued Inlerest

Nelt Proceeds 40,193,000.00

Mar 29, 2016 11:07 am Prepared by Hilltop Securilies Inc. (LSE)  (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP,2016REFP) Page 3
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A Hitkop Mokbngs Company

BOND DEBT SERVICE

City of Palm Coast, FL
Utibty Systems Revenue Refonding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS. As of March 29, 2016

Ameris Bank @ 2.48%

Dated Date 04/20/2016
Delivery Date 04/20/2016

Period Annual

Ending Principa) Inlerest Debt Service Debt Service
10/0172016 846,000 445,785.03 1,291,785.03 1,291,785 03
04/01/2017 487,902.80 487,902.80
10/01/2017 1,544,000 487,902.80 2,031,902.80 2,519,805.60
04/01/2018 468,757.20 468,757.20
10/01/2018 (,581,000 468,757.20 2,049,757.20 2,518,514 40
04/01/2019 449,152.80 449,152 .80
10/01/2019 1,620,000 449,152.80 2,069,152.80 2,518,305.60
04/01/2020 429,064.80 429,064 .80
10/01/2020 1,663,000 429,064.80 2,092,064.80 2,521,129.60
04/01/2021 408,443.60 408,443.60
10/01/2021 1,705,000 408,443.60 2,113,443.60 2,521,887.20
04/01/2022 387,301.60 387,301.60
1010172022 1,745,000 387,301.60 2,132,301.60 2,519,603.20
04/01/2023 365,663.60 365,663.60
10/01/2023 1,787,000 365,663.60 2,152,663.60 2,518,327.20
04/01/2024 343,504.80 343,504 80
10/01/2024 1,832,000 343,504.80 2,175,504.30 2,519,009.60
04/0172025 320,788.00 320,788 00
10/01/2025 1,878,000 320,788.00 2,198,788.00 2,519.576.00
04/01/2026 297,500.80 297,500.80
10/01/2026 1,925,000 297,500.80 2,222,500.80 2,520,001.60
04/01/2027 273,630.80 273,630.80
10/01/2027 1,970,000 273,630.80 2,243,630.80 2,517,261.60
04/01/2028 249,202.80 249,202.80
10/01/2028 2,023,000 249,202.80 2,272,202.80 2,521,405.60
04/01/2029 224,117 60 224,117.60
10/01/2029 2,073,000 224,117.60 2,297,117.60 2,521,235.20
04/01/2030 198,412.40 198,412.40
10/01/2030 2,120,000 198,412.40 2,318,412.40 2,516,824.80
04/01/2031 172,124.40 172,124.40
10/0172031 2,174,000 172,124.40 2,346,124.40 2,518,248.30
04/01/2032 145,166.80 145,166.80
10/01/2032 2,229,000 145,166.80 2,374,166.80 2,519,333.60
04/01/2033 117,527.20 117,527.20
10/01/2033 2,286,000 117,527.20 2,403,527.20 2,521,054.40
04/01/2034 89,180.80 89,180.80
10/03/2034 2,339,000 89,180.80 2,428,180.80 2,517,361.60
04/01/2035 60,177.20 60,177.20
10/01/2035 2,397,000 60,177.20  2,457,177.20 2,517,354.40
04/01/2036 30,454.40 30,454.40
1070172036 2,456,000 30,454.40 2,486,454.40 2,516,908.80

40,193,000 11,481,933.83 51,674,933.83 51,674,933.83

Mar 29,2016 11:07 am Prepared by Hilltop Secunties Inc. (LSE)  (Finance 7.012 Palm Coasl, City FL:UTILITY-2016REFP,2016REFP) Page 4



HilltopSecurities TP

A M Hold ng Camgmvy

BOND DEBT SERVICE

City of Palm Coast, FL
Utility System Revenue Refunding Nole, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29,2016

Ameris Bank (@ 2.48%

Dated Date 04/20/2016
Delivery Date 0472072016
Period

Ending Principal Interest Debt Seivice
10/01/2016 846,000 445,785.03 1,291,785.03
10/01/2017 1,544,000 975,805.60 2,519,805.60
10/01/2018 1,581,000 937,514.40 2,518,514.10
10/01/2019 1,620,000 898,305.60 2,518,305.60
10/01/2020 1,663,000 858,129.60 2,521,129.60
10/01/2021 1,705,000 816,887.20 2,521,887.20
10/01/2022 1,745,000 774,603.20  2,519,603.20
10/01/2023 1,787,000 731,327.20 2,518,327.20
10/01/2024 1,832,000 687,009.60 2,519,009.60
10/01/2025 1,878,000 641,576.00 2,519,576.00
10/01/2026 1,925,000 595,001.60 2,520,001.60
10/01/2027 1,970,000 547,261.60 2,517,261.60
10/01/2028 2,023,000 498,405.60 2,521,405 60
10/01/2029 2,073,000 448,235.20 2,521,235.20
10/01/2030 2,120,000 396,824.80 2,516,824.80
10/01/2031 2,174,000 344,248.80 2,518,248.80
10/01/2032 2,229,000 290,333.60 2,515,333.60
10/01/2033 2,286,000 235,054.40 2,52),054.40
10/01/2034 2,339,000 178,361.60 2,517,361.60
10/01/2035 2,397,000 120,354.40 2,517,354 40
10/01/2036 2,456,000 60,908.80 2,516,908.80
11,481,933.83  $51,674,933.83

40,193,000

Mar 29.2016 11:07 am Prepared by Hilltop Securities Tnc. (LSE)  (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP,20)6REFP) Page 5
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A PR rokdings Cuom pany

COST OF ISSUANCE

City of Paim Coast, FL
Utility System Revenue Refunding Nole, Series 2016
Refunded Bonds. Series 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%

Cosl of Issuance $/1000 Asnount
Financial Advisor 1.37320 55,193.00
Bong Counsel 0.92000 36,977.56
Bond Counsel Fees 0.12440 5,000.00
Cily Allormey 0.69664 28,000.00
Financial Advisor Expenses 0.04976 2,000.00
Escrow Agent 0.06220 2,500.00
Verification Agent 0.02986 1,200.00
Contingency 014134 5,680.69
Lender's Fee 0.62200 25,000.00

4.01939 161,551.25

Mar 29,2016 11:07 am Prepared by Hilllop Securities Inc. (LSE)  (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP,2016REFP) Page 6
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FORM 8038 STATISTICS

City of Palm Coast. FL
Utility Sysiem Revenue Refunding Note, Series 2016
Refuaded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%

Daied Date 04/20/2016
Delivery Date 04/20/2016
Redemplion
Bond Component Date Principal Coupon Price Issue Price al Matucity
Bond Component:
10/01/2016 846,000.00 2.480% 100.000 846,000.00 846,000.00
10/01/2017 1,544,000.00 2.480% 100.000 1,544,000.00 1,544,000.00
10/01/2018 1,581,000.00 2.480% 100.000 1,581,000.00 1,581,000.00
10/01/2019 1,620,000.00 2.480% 100.000 1,620,000.00 1,620,000.00
10/01/2020 1,663,000.00 2.480% 100.000 1,663,000.00 1,663,000.00
10/01/2021 1,705,000.00 2.480% 100.000 1,705,000.00 1.705,000.00
10/01/2022 1,745,000.00 2.480% 100.000 1,745,000.00 1.745,000.00
10/01/2023 1,787,000.00 2.480% 100.000 1,787,000.00 1,787.000.00
10/01/2024 1,832,000.00 2.480% 100.000 (,832,000.00 1,832.000.00
10/01/2025 1,878,000.00 2.480% 100,000 1,878,000.00 1,878,000.00
10/01/2026 1,925,000.00 2.480% 100.000 1,925,000.00 1,925,000.00
1070172027 1,970,000.00 2.480% 100.000 1,970,000.00 1,970,000.00
10/01/2028 2,023,000.00 2.480% 100.000 2,023,000.00 2,023,0600.00
10/01/2029 2,073,000.00 2.480% 100.000 2,073.000.00 2,073,000.00
10/0172030 2,120,000.00 2.480% (060.000 2,120,000.00 2,120,000.00
10/01/203 1 2,174,000.00 2.480% 100.000 2,174,000.00 2,174,000.00
10/01/2032 2,229,000.00 2.480% 100.000 2,229,000.00 2,229,000.00
10/01/2033 2,286.000.00 2.480% 100.000 2,286,000.00 2,286,000.00
10/01/2034 2,339.000.00 2.480% 100.000 2,339,000.00 2,339,000.00
10/01/2035 2,397,000.00 2.480% 100.000 2,397,000.00 2,397,000.00
10/01/2036 2,456,000.00 2.480% 100,000 2.456,000.00 2,456,000.00
40,193,000.00 40,193,000.00 40,193,000,00
Staled Weighted
Matunity Interest Issue Redemplion Average
Date Rate Price at Maturity Matueity Yield
Final Maturily 10/01/2036 2.480% 2,456,000.00 2,456,000.00
Entire Issue 40,193,000.00 40,193,000.00 11.5190 2.4801%
Proceeds used for accrued inferest 0.00
Proceeds used for bond issuance costs (including underwriters' discount) 161,551.25
Proceeds used for credit enhancement 0.00
Proceeds allocated (o reasonably required reserve or replaceraent fund 0.00
Croceeds used to currently refund prior issues 0.00
Proceeds used to advance refund prior issues 40,031,448.75
Remaining weighted average malturity of the bonds 1o be currently refunded 0.0000
Remaining weighted avecage malurily of the bonds 10 be advance refuaded 11.9308

Mar 29,2016 11:07 am Prepared by Hilllop Securilies Inc. (LSE)  (Finance 7.012 Palm Coast, City FL:UYILITY-2016REFP,2016REFP) Page 7
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& HElecp Moldings Company

FORM 8038 STATISTICS

City of Pajm Coast, FLL
Uiility System Revenue Refunding Nate, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%

Refunded Bonds

Bond
Component Date Principal Coupon Price Issue Price
Ulility System Revenue Bonds, Series 2007:

BOND 10/01/2016 1,265,000.00 4.000% 101.684 1,286,302.60
BOND 10/01/2017 1,315,000.00 5.000% 109.607 1,441,332.05
BOND 10/01/2018 1,380,000.00 4.000% 100411 1,385.671.80
BOND 10/01/2019 1,435,000.00 4.000% 99.699 1,430,680.65
BOND 10/01/2020 1,495,000 00 4.000% 99.162 1,482,471.90
BOND 10/01/202) 1,555,000.00 4.000% 98.574 1,532,825.70
TERM24 10/01/2022 1,615,000.00 5.000% 107.944 1,743,295.60
TERM24 10/01/2023 1,695,000.00 5.000% 107.944 1,829,650.80
TERM24 10/01/2024 1,780,000.00 5.000% 107.944 1,921,403.20
TERM28 10/01/2025 1,870,000.00 4.250% 97.994 1,832,487.80
TERM28 10/01/2026 1,950,000.00 4.250% 97.994 1,910,883.00
TERM28 10/01/2027 2.030,000.00 4.250% 97.994 1,989,278.20
TERM28 10/01/2028 2,120,000.00 4.250% 97.994 2,077,472.80
TERM33 10/01/2029 2,210,000.00 4.500% 100.808 2,227,856.80
TERM33 10/01/2030 2,305,000.00 4.500% 100.808 2,323,624.40
TERM33 10/01/2031 2,410,000.00 4.500%  100.808 2,429,472.80
TERM33 10/01/2032 2,520,000.00 4.500% 100.808 2,540,361.60
TERM33 10/01/2033 2,635,000.00 4.500% 100.808 2,656,290.80
TERM36 10/01/2034 2,750,000.00 4.375% 98.505 2,708,887.50
TERM36 10/01/2035 2,870,000.00 4.375% 98.508 2,827,093.50
TERM36 10/01/2036 2,995,000.00 4.375% 98.505 2,950,224.75
42,200,000.00 42,527,568.25

Remaining

Last Weighted

Call 1ssue Average

Dafe Date Maturity

Utility System Revenue Baonds, Series 2007 04/01/2017 01/25/2007 11.9308

All Refunded Issues 04/01/2017 11.9308

Mar 29, 2016 11:07 am Prepared by Hilltop Secunties Inc. (LSE)

(Finance 7.012 Palm Coast, City FL:UTILITY-2016REFFP,2016REFP) Page 8
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PROOF OF ARBITRAGE YIELD

City of Palm Coast, FL
Utility System Revenue Refunding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%

Present Value
10 04/20/2016

Date Debt Service @ 2.4800741214%
10/01/2016 1,291,785.03 1,277,623 57
04/01/2017 487,902.80 476,643.51
10/01/2017 2,031,902.80 1,960,639 36
04/01/2018 468,757 20 446,790.30
10/01/2018 2,049,757 20 1,929,771.59
04/01/2019 449,152 80 417,681.56
10/01/2019 2,069,152.20 1,500,603 21
04/01/2020 429,064.80 389,286.63
10/01/2020 2,092,064 80 1,874,862 56
04/01/202) 408 443 60 361,554 78
10/01/2021 2,113,443 60 1,847,908 13
04/01/2022 387,301 60 334,492 75
10/01/2022 2,132,301.60 1,819,004 43
04/01/2023 365,663.60 308,116 22
10/01/2023 2,152,663.60 1,791,664.55
04/01/2024 343.504.80 282,397 63
10/01/2024 2,175,504.80 1,766,590.89
04/0172025 320,788.00 257,301.)7
10/01/2025 2,168,788.00 1,742,026.31
04/01/2026 297,500.80 232,81298
10/01/2026 2,222,500 80 1,717,942 74
04/01/2027 273,630 80 208,919.72
10/0)/2027 2,243,630.80 1,692,05t 44
04/01/2028 249,202 80 185,636 25
10/01/2028 2,272,202 80 1,671,878.33
04/01/2029 224,012.60 162,385.06
10/01/2029 2,297,117 60 1,649,059 08
04/01/2030 198,412 40 140,692.03
10/01/2030 231841240 1,623,824.49
04/01/203) 172,124 40 119,079 92
10/01/2031 2,346,124 40 1,603,226.35
04/01/2032 145,166 80 97,984.82
10/01/2032 2,374,166 80 1,582,888 93
04/01/2033 117,527 20 77,357 21
10/01/2033 2,403,527 20 1,563,448,80
04/0172034 89,180.80 57,299.88
10/01/2034 2,428,180.80 1,54),029.86
04/01/2035 60,177.20 37,723 30
10/01/2035 2,457.177.20 1,521,464 83
04/01/2036 30,454.40 18,626 15
10/01/2036 2,486,454.40 1,502,108 66

51,674,933 83 40,193,000.00

Delivery date 04/20/2016
Par Value 40,193,000.00
Targe( for yield calcolation 40,193,000 00

Mar 29, 2016 11:07 am Prepared by Hilltop Securities Inc. (LSE)  (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP,201 6REFP) Page 9



HilltopSecurities
A Mty violdings Compu y

SUMMARY OF BONDS REFUNDED

City of Palm Coast, FL
Utility System Revenue Refunding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As ol March 29,2016

Ameris Bank @ 2 48%

Maturity [nierest Par Call Cal)
Bond Date Rate Amount Date Price

Utility System Revenuve Bonds, Series 2007, 2007:

BOND 10/01/2016 4.000% 1,265,000.00
10/01/2017 3.000% 1,315,000.00  04/01/2017 100.000
10/01/2018 4.000% 1,380,000.00  04/01/2017 100.000
10/01/2019 4.000% 1,435,000.00  04/01/2017 100.000
10/01/2020 4.000% 1,495,000.00  04/01/2017 100.000
10/01/2021 4.000% 1,555,000.00  04/01/2017 100.000
TERM24 10/01/2022 5.000% 1,615,000.00  04/03/2017 100.000
10/01/2023 5.000% 1,695,000.00  04/01/2017 100.000
10/01/2024 5.000% 1,780,000.00  04/01/2017 100.000
TERM28 10/01/2025 4.250% 1,870,000.00  04/01/2017 100.000
10/01/2026 4.250% 1,650,000.00 04/01/2017 100.000
10/01/2027 4.250% 2,030,000.00  04/01/2017 100.000
10/01/2028 4.250% 2,120,000.00  04/01/2017 100.000
TERM33 10/01/2029 1.500% 2,210.000.00  04/01/2017 100.000
10/01/2030 4.500% 2.305,000,00 04/01/2017 100.000
10/01/2031 4.500% 2,410,000.00  04/01/2017 100.000
10/01/2032 4.500% 2,520,000.00  04/01/2017 100.000
10/01/2033 4.500% 2,635,000.00  04/01/2017 100.000
TERM36 10/01/2034 4.375% 2,750,000.00  04/01/2017 100.000
10/0172035 4.375% 2,870,000 00  04/01/2017 100.000

10/01/2036 4.375% 2,995,000.00  04/01/2017 100.000

42,200,000.00

Mar 29,2016 11:07 am Prepared by Hilltop Securities Inc. (LSE) (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP,2016REFP) Page 10
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AlBliop rokdngy Company

PRIOR BOND DEBT SERVICE

City of Palm Coss), FL
Ublity System Revenue Refunding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.18%

Dated Date 0412072016
Delivery Date 04/20/2016

Ulility Sysiem Revenue Bonds, Serics 2007 (2007)

Period Anaua)
Ending Principal [nterest Debt Service Debt Service
10/01/2016 1,265,000 932,340.63 2,197,340.63 2,197,340.63
04/01/2017 907,040.63 907,040.63
10/01/2017 1,315,000 907,040 63 2,222,040.63 3,129,081.26
04/01/2018 874,165 63 874,165.63
10/0172018 1,380,000 874,165.63 2,254,165.63 3,128,331.26
04/01/2019 846,565.63 846,565.63
10/01/2019 1,435,000 846,565 63 2,281,565.63 3,128,131.26
04/01/2020 817,865.63 817,865 63
10/01/2020 1,495,000 817,865.63 2,312,865.63 3,130,731.26
04/01/2021 787,965.63 787,965.63
10/01/2021 1,555,000 787,965.63 2,342,965 .63 3,130,931.26
04/01/2022 756,865.63 756,865 63
10/01/2022 1,615,000 756,865.63 2,371,865 63 3,128,731.26
04/01/2023 716,490.63 716,490.63
10/01/2023 1,695,000 716,490.63 2,411,490.63 3,127,981.26
04/01/2024 674,115.63 674,115.63
10/01/2024 1,780,000 674,115.63 2,454,115.63 3,128,231.26
04/01/2025 6295,615.63 629,615.63
10/01/2025 1,870,000 629,615.63 2,499,615.63 3,129,231.26
04/01/2026 589,878.13 589,878.13
10/01/2026 1,950,000 589,878.13 2,539,878.13 3,129,756.26
04/01/2027 548,440.63 548,440.63
10/01/2027 2,030,000 548,440.63 2,578,440.63 3,126,881.26
04/01/2028 505,303.(3 505,303.13
10/01/2028 2,120,000 505,303.13 2,625,303.13 3,130,606.26
04/01/2029 460,253.13 460,253.13
10/01/2029 2,210,000 460,253.13 2,670,253.13 3,130,506.26
04/01/2030 410,528.13 410,528.13
10/01/2030 2,305,000 410,528.13 2,715,528.13 3,126,056.26
04/01/203) 358,665.63 358,665.63
10/01/203) 2,410,000 358,665.63 2,768,665.63 3,127,331.26
04/01/2032 304,440.63 304,440.63
10/01/2032 2,520,000 304,440.63 2,824,440.63 3,128,881.26
04/01/2033 247,740.63 247,740.63
10/01/2033 2,635,000 247,740.63 2,882,740.63 3,130,481.26
04/01/2034 188,453 13 188,453.13
10/01/2034 2,750,000 188,453.13 2,938,453 13 3,126,906 26
04/01/2035 128,296.88 128,296 88
10/01/2035 2,870,000 128,296 88 2,998,296 88 3,126,593.76
04/01/2036 65,515.63 65,515 63

16/01/2036 2,995,000 65,515.63 3,060,515.63 3,126,031.26

42,200,000  22,568,753.33  64,768,753.33  64,768,753.33

Mar 29,2016 11:07 am Prepared by Hilltop Securities Inc. (LSE)  (Finance 7 012 Palm Coast, City FL:UTILITY-201 6REFP,2016REFP) Page 11
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SAVINGS

City o( Palm Coast. l‘'L
Uulity System Revenue Refunding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%

Present Value

Prior Prior Prior Refonding 10 04/20/2016

Dale Debl Service Receipts  Nel Cash Flow Deb( Service Savings (@ 2.5218822%
10/61/2016 2,197,240 63 632,500.00 1,564,840.63 1,291,785.03 273,055.60 262,962.89
10/01/2017 3,129,081 26 3,129,081.26 2,519,805.60 609,275.66 592,670.57
10/0172018 3,128,331.26 3,128 33126 2,518,514.40 609,816.86 578,348.32
10/01/2019 3,128,131.26 3,128,131.26 2,518,305.60 609,825.66 563,949.96
10/01/2020 3,130,731.26 3,130,731.26 2,521,129.60 609,601.66 549,694.84
10/01/202) 3,130,931.26 3,130,931.26 2,521,887.20 609,044.06 535,501.52
10/01/2022 3,128,731.26 3,128,731.26 2,519,603.20 609,128.06 522,212.64
10/01/2023 3,127,981.26 312798126  2,518,327.20 605,654.06 509,528.43
10/01/2024 3,128,231.26 3,128.231.26 2.519,005.60 609,221.66 496,361.56
10/01/2025 3,129,231.26 3,129,231.26 2,519,576.00 609,655.26 484.202.17
10/01/2026 3,129,756.26 3,129,756.26 2,520,001.60 609,754.66 472,135.16
10/61/2027 3,126,881.26 3,126,881 26 2,517,261.60 609,619.66 460,182.34
10/01/2028 3,130,606.26 3,130,606.26 2,521,405.60 609,200.66 448,313.54
10/01/2029 3.130,506.26 3,130,506.26 2,521,235.20 609,271.06 437,088.44
10/01/2030 3,126,056.26 3,126,056.26 2,516,824.80 609,231.46 426,032.18
10/01/2031 3,027,331.26 3,127,331.26 2,518,248.80 609,082.46 415,167.86
10/01/2032 3,128,881.26 3,128.881.26 2,519,333.60 609,547.66 404,972.94
10/01/2033 3,130,481.26 3130.481.26  2,521,054.40 609,426.86 394,63531
10/01/2034 3,126,906.26 3,126.906.26 2,517,361.60 609,544.66 384,696.66
10/01/2035 3,126,593.76 3,126.593.76 2,517,354.40 609,239.36 374,746.72
10/01/2036 3,126,031.26 3,126,031.26 2,516,908.80 609,122.46 365,152.10

64,768,753.32 632,500.00  64,136,253.33  51,674,933.83 12,461,319.50 9,678,556.17

Dated Date 04/2012016
Delivery Date 04/2072016
PV of savings from cash flow 9.678,556.17
Less: Prior funds on hand (3,130,931.26)
Net PV Savings 6,547,624.91

Mar 29, 2016 11:07 am Prepared by Hilltop Securities Ine. (LSE) (Finance 7,012 Palm Coast, City FL:UTILITY-2016REFP,2016REFP) Page 12
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SUMMARY OF REFUNDING RESULTS

City of Palm Coast, FL
Utility System Revenue Refunding Note, Series 2016
Refunded Boads: Series 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @) 2.48%

Dated Date 04/20/2016
Delivery Date 04/20/2016
Arbitrage yield 2.480074%
Escrow yield 0.606019%
Value of Negalive Arbitrage 745,172.60
Bond Par Amount 40,193,000.00
True Interest Cost 2.486528%
Net Interest Cost 2.480000%
AllIn TIC 2.521882%
Average Coupon 2.480000%
Average Life 11.519
Par amount of refunded bonds 42,200,000.00
Average coupon of refunded bonds 4,431165%
Average life of refunded bonds 12.017
PV of prior debt to 04/20/2016 @ 2.521882% 50,342,504.92
Net PV Savings 6,547,624.91
Percentage savings of refunded bonds 15.515699%

Mar 29,2016 11:07 am Prepared by Hilliop Secunties Inc. (LSE) (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP 2016REFP) Page 13
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ESCROW REQUIREMENTS

City of Palm Coast, FL
Ulility System Revenue Refunding Nate, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%

Dated Date 04/20/2016
Delivery Date 0472012016

Prior Debi (2007)

Period Principal

Ending Principal Interest Redeemed Total
10/01/2016 1,265,000.00 932,340.63 2,197,340.63
04/01/2017 907,040.63 40,935,000.00 41,842,040.63

1,265,000.00 1,839,381.26  40,935,000.00  44,039,381.26

Mar 29, 2016 11:07 am Prepared by Hilltop Securities Inc. (LSE) (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP,2016REFP) Page 14
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ESCROW DESCRIPTIONS

City of Palm Coast, FL
Utility System Revenue Refunding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS" As of March 29,2016

Ameris Bank @ 2.48%

lype of Type of Maturity First Int Par Max
Secunty SLGS Date Pm¢ Date Amaunl Rate Rate
Apr 20, 2016:
SLGS Cenificate 10/01/2016  10/01/2016 2,193,398 0.400% 0.400%
SLGS Centificale 04/0172017  04/01/2017 41,601,481 0.610% 0.610%
43,794,879

SLGS Summa

SLGS Rates File 29MARI16
Total Centi(icates of Indebtedness 43,794,879.00

Mar 29, 2016 11:07 an Prepared by Hilltop Secunties Tnec (LSE) (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP,2016REFP) Page 15
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ESCROW DESCRIPTIONS DETAIL

City of Palay Coasy, FL
Ulilihy Systemn Revenue Refunding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Aivenis Bank @ 2.48%

Type of Type of Maturity First Int Par Max
Security SLGS Dalte Pmt Date Amount Rate Rate
DSF, Apr 20, 2016:
SLGS Centificate 10/01/2016  10/01/2016 632,498.99 0.400% 0.400%
DSRF, Apr 20, 2016:
SLGS Certificale 10/01/2016  10/01/2016 113,225.17 0.400% 0.400%
SLGS Certificate 04/01/2017  04/01/2017 3,017,706.09 0.610% 0.610%
3,130,931.26
BP, Apr 20, 2016:
SLGS Centificale 10/01/2016  10/01/2016 1,447,673.84 0.400% 0.400%
SLGS Certificate 04/01/2017  04/0172017 38,583,774.91 0.610% 0.610%

40,031,448.75

43,794,879.00

G

7]

Suminary

SLGS Rates File 29MARI6
Total Certrficates of Indebledness 43,794,879.00

Mar 29,2016 11.07 am Prepared by Hilltop Secunties Inc. (LSE) (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP 2016REFP) Page 16
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ESCROW COST

City of Palm Coast, FL
Utility System Revenue Refonding Nole, Series 2016
Refunded Bonds: Sedes 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%

Type of Malurity Par Toual
Secunity Date Asnoont Rate Cost
SLGS 10/01/2016 2,193,398 0.400% 2,193,398.00
SL.GS 04/01/2017 41,601,481 0.610% 4),601,481.00
43,794,879 43,794,879.00
Purchase Cost of Cash Total
Date Sccurities Deposit Escrow Cost
04/20/2016 43,794,879 1.01 43,794,880.01
43,794,879 1.01 43,794,880.01

Mar 29,2016 11:07 am Prepared by Hilltap Securities Inc. (LSE) (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP,2016REFP) Page t7
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ESCROW COST DETAIL

City of Palin Coast, FL
Utility System Revenue Refunding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS. As of March 29, 2016

Amecis Bank @ 2.48%

Type of Maturity Par Toual
Security Date Amount Rae Cost
DSI*
SLGS 10/01/2016 632,498.99 0.400% 632,498.99
DSRF:
SLGS 10/01/2016 113,225.17 0.400% 113,225.17
SLGS 04/01/2017 3,017,706.09 0.610% 3,017,706.09
3,130,931.26 3,130,931.26
BP:
SLGS 10/0172016 1,447,673.84 0.400% 1,447 ,673.84
SLGS 04/01/2017 38,583,77491 0.610% 38,583,774.91
40,031,448.75 40,031,448.75
43,794,879.00 43,794,379.00
Purchase Cost of Cash Total
Escrow Daie Securilies Deposit Eserow Cost Yield
DSF 04/20/2016 632,498.99 1.01 632,500.00 0.401916%
DSRF 0472072016 3,130,931.26 3,130,931.26 0.606019%
BP 04/20/2016 40,031,448.75 40,031,448.75  0.606019%
43,794,879.00 1.01 43,794,880.0]

Mar 29, 2016 11:07 am Prepared by Hilltop Securities Inc. (LSE) (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP,2016REFP) Page 18
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ESCROW CASH FLOW

City of P'alm Coast, FL
Utility System Revenve Refunding Nole, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%

Net Escrow

Date Principal Interest Receipls
10/01/2016 2,193,398.00 3,542.11 2,197,340.11
04/01/2017 41,601,481.00 240,559.14 41,842,040.14
43,794,875.00 244,501.25 44,039,380.25

Cserow Cost Sumniary

Purchase dale 04720/2016
Purchase cost of secvritjes 43,794,879.00

Mar 29, 2016 11:07 am Prepared by Hilllop Securities Inc. (LSE) (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP 2016REFP) Page 19
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ESCROW SUFFICIENCY

Cily of Palm Coast, L
Utility Systemy Revenue Refunding Note, Series 2016
Refunded Bonds. Series 2007
FINAL NUMBERS. As of March 29, 2016

Ameris Bank @ 2.48%

Escrow Net Escrow Excess Excess

Date Requirement Receipls Receipis Balance

04/20/2016 1.0} 101 1.01

10/01/2016 2,197,340.63 2,197,340.11 (0.52) 0.49
04/01/2017 41,842,040.63 41,842,040.14 (0.49)
44,039,381.26 44,039,381.26 0.00

Mar 29,2016 11:07 am Prepared by Hilhop Securities Inc. (LSE) (Finance 7.0)2 Palm Coast, City FL:UTILITY-2016REFP 201 6REFP) Page 20
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ESCROW STATISTICS

City of Palm Coasl, FL
Utility System Revenue Reflunding Nole, Series 2016
Refunded Bouds: Series 2007
FINAL NUMBERS- As of March 29. 2016

Ameris Bank @ 2.48%

Modified Yield (o Yield to Perlect Value of
Total Duration Receipt Disbursement Eserow Negalive Costofl
Escrow Escrow Cost (years) Date Date Cost Arbitrage Dead Time
DSF 632,500.00 0.446 0.401916% 0.401916% 626,690 40 5,809.59 0.01
DSRF 3,130,931.26 0.926 0.606019% 0.606019% 3,077,299.03 53,632.23
BP 40,031,448.75 0.926 0.606019% 0.606019% 39,345,717.96 685,730.78 0.01
43,794,880 01 43,049,707.39 745,172.60 0.02
Delvery date 04/20/2016
Arbilrage yield 2.480074%

Mar 29,2016 11:07 am Prepared by Hilltop Secuniies Inc. (LSE) (Finance 7.012 Palm Coasl, City FL:UTILITY-2016REFP,2016REFP) Page 21






Cash Flow and Yield Verification Report
City of Palm Coast, Florida

April 20, 2016
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‘@r Grant Thornton

Grant Thornton LLP
200 § 6th Street, Sute 1400
Minneanolis, MN 554021434

T 612.332.000)

Report of Independent Certified Public Accountants F612.332.8361
GrantThorntan.com

On Applying Agreed-Upon Procedures linkd in/GrantThortonUS
twitter comyGrantThoratonUS

City of Palmy Coast

160 I.ake Avenue

Palm Coast, Flonda

Bryant Miller Olive, P.A.
255 South Orange Avenue, Suire 1350
Orlando, Florida

Wells Fargo Bank, N.A.
Ten South Wacker Drive, 13 Floor
Chicago, Illinois

FirstSouthwest, a2 Division

of Iilltop Securities Inc.
450 South Orange Avenue, Sujte 460
Otlando, Flotida

$40,193,000
City of Palm Coast, lFlorida
Utility Systemn Refunding Revenue Note, Sexies 2016
Dated Apxil 20, 2016

We have perfosrmed the ptocedures described in this report, which were agreed to by the City
of Palm Coast, Flortda (the “City”) and FirstSonthwest, 2 Division of Hilltop Secutides Ine,
(the “Financial Advisor™), to verify the mathematical accuracy of cettain computanons
contained in the schedules attached in Appendix I provided by the Financial Advisor. The
Pinancial Advisor is responsible for these schedules. These procedures wete performed solely
to assist you in the issuance of the above-capuoned issue (the “Note”) for the purposc of
refunding the City’s outstanding Utility System Revenue Bonds, Series 2007 (the “Refunded
Bonds”) as summatized on the next page. This agreed-upon procedures engagement was
conducted in accordance with attestation standards established by the American Institute of
Certified Public Accountants. The suffictency of these procedures is salely the responsibility of
the addressecs of this report who are the specified parties. Consequently, we make no
representation regarding the sufficiency of the procedures described in this report either for the
purpose for which this repott has been requested or for any other purpose.

Grant Thormton LLP
LS. member fitr of Grunt Thornton Internalicnal Ltd
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Poneipal Pymcipal Matuites Redesnption Redemnption
Senes Lasucd Dared Refunded Retunded Dae, Piice
10116 to
10-1-21, 10-1-24,
10-1-28, 10-1-33
2007 549,840,000 fanuary 25,2007 $42,200,000 and 10-1-36 4-1-17 100%

VERIFICATION OI' ESCROW ACCOLNT CASE FLOW SUFTICIENCY

The Financial Advisor provided us wath schedules (Appendix 1) summarizing future escrow
account cash receipts and disbursements. ‘These schedules indicate that there will be sufficient
cash available in the escrow account to pay the principal and jntesest on the Refunded Bonds
assuming the Refunded Bonds naturing on and aftes October 1, 2017 wall be redeemed on
April 1, 2017 at 100 petcent of par plus accrued interest,

The attached Iixhibir A (Schedule of Sousces and Uses of Funds) was compiled based upon
information provided by the Financial Advisor.

As pact of our engagement 10 recaleulale the schedules attached as Appendix I we prepared
schedules attached hecero as Exbibits B through B-4 independenily calculating futuve escrow
account cash receipts and disbussements and compated the information used in our
calculatons o the mformation listed below contained in applicable pages of the following
documents:

* Subscripuion confirmauor, dated Macch 29, 2016, and Schedule of U.S, Treasury
Secutites provided by the Financial Advisor used to acquire cetirin United States
Treasury Securitics - State and Local Government Series (the “SLGS”) insofar as the
SLGS are deseribed as to the principal amounts, interest rates, maturity dates and
issuance clate; and

«  Officia) Statement for the Refunded Bonds provided by the Financial Advisor insofar
as the Refunded Bonds are described as to the maturity and interest payment dates,
ptincipal amounts, interest rates and optional redemption date and price.

1n addicon, we compared the interest rates for each matusity of the SLGS, as shown on the
Schedule of U.S. Treasury Securities, with the maximum allowable interest rates shown on the
Depattment of Treasvry, Buteau of Public I2ebr, S1.GS Table for use on March 29, 2016 and
found that the interest rates were cqual to the maximuin allowable interest rates for each
maturity.

Our procedures, as sumimarized in Exhibsts B through B-4, prove the mathematical accuracy of
the schedules provided by the Finanaal Advisor summarizing futore escrow account cash
receipts and disbursements. The schecules provided by the Financial Advisor and those
prepared by us reflect that the anlcipated receipts from the S1.GS, together with an intial cash
deposit of §1.01 to be deposnted (o the escrow account on Apal 20, 2016, will be sufficient to
pay, when due, the principal and iaterest related to the Refunded Bonds assurmning the
Refunded Bonds maturing on and after October 1, 2017 will be redeemed on April 3, 2017 at
100 petcent of par plus accrned intetest
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VERIFICATTON OF YIELDS

The Fmancial Advisor provsded us with schedules (Appendix I) which indicate that (i) che yield
on the cash receipts from the SLGS purchased with Note proceeds is less than the yield on the
Note, and (ii) rthe yield on the cash receipts from the SLGS purchased with Debt Sesvice
Reserve Funds is iess than the yield on the 2007 Bonds. These schedules were prepared based
on the assumed settlement date of Aprl 20, 2016 using a 360-day year with interest
compounded semi-annually. The tean “yield”, as used herein, means that yield which, when
used in computing the present vatue of all payments of principal and tnterest to be paid or
recetved on an obligation produces an amount equal to, in the case of the cash receipts from
the SLGS purchased with Note proceeds and Debt Service Reserve Funds, the putchase prices,
and in the case of the Note, the issue price.

As part of our engagement to recaleulate the schedules attached as Appendix I we prepared
schedules attached hereto as Exhibits B-1, B-3 and C independently calculating the yields on (i)
the cash recaipts from the S1.GS putchased with Note proceeds caleulated on Extubit B-1, (3)
the cash receipts from the SLGS purchased with Debt Setvice Reserve [fands calculated on
Iixhibit B-3, and (i) the Note using schedules provided by the Financial Advisor insofar as the
Note js described as to the maturtty and interest payment dales, dated date, principal amonnts,
interest rate and 1ssue price. ‘The results of our calculations, based on the aforementioned
assumptions, are summatrized below:

_ Yield Lxhibit
*  Yield on the cash receipts ftom the SLGS
purchased with Note proceeds 0.606019% B-1
<« Yield on the Note 2.480074% C
*  Yield on the cash receipts from the SLGS
purchased with Debr Service Reserve Funds 0.606019% B-3
s Yield on the 2007 Bands 433887 ‘

* As shown on the Formn 8038-G provided by the Financial Advisor.

Our procedures, as summarized in Exhibits B-1, B-3 and C, prove the mathematical accuracy of
the schedules provided by the Finaneial Advisor summarizing the yields, The schedules
provided by the Financial Advisor and those prepared by us reflect that (i) the yield on the cash
recespts from the SLGS purchased with Note proceeds is less than the yield on the Note, and
(i) the yield on the cash receipts from the SI.GS putchased with Debt Service Reserve Funds is
less than the yield oa the 2007 Bonds.
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We were not engaged 10, and did not, conduct an examination or a review i1 accordance with
attestation standards established by the Ametican Insutute of Certified Public Accovntants, the
objective of which would be the expression of an examination opinion or limited assurance on
the items referted 1o above. Accordingly we do not express such an opinion or limited
assutance. Mad we performed additional procedurcs, other matters might have come to our
attention that would have been reported to you.

This report s intended solely for the information and use of those to whom this letter is
addressed and is not intended to be and should rior be used by 2nyone other than these
specified patties.

Dot Tl 1P

Minnezpolis, Minncsota
April 20, 2016



City of Palm Coast, Florida
SCHEDULE OF SOURCES AND USES OF 'UNDS

Apri) 20, 2016

SOURCEHS:
Pancipal amount of the Note
Debt Service fund
Prior Reserve Fund

USES:
Purchase price of the SLGS:
- Purchased with Note proceeds
- Pucchased with Debi Service Funds
- Purchased with Debt Service Reserve Funds
Beginning cash deposit to the escrow account
Costs of issuance

Exhibit A

$40,193,000.00
632,500.00
3,130,931.26

$43,956,431.26

§40,03) 4175
(32,498.99
3,130,931.26
101
161,551.25
$43.956,431.26

—_——



City of Palm Coast, Florida

ESCROW ACCOUNT CASH FLOW

Cash receipts from SLGS:

Fixhibit B

Purchased Purchased with Debt service
Putchased with with Debr Debt Service payments on
Note proceeds  Service Funds  Reserve Funds  Refunded Bonds Cash
Dates (Eixhibit B-1) (IExhibit B-2) (Exhibit B-2) (Exhibit B-3) balance
Gash deposit on
April 20,2016 $1.01
L0-01-16 $1,450,275.68 $633,635.76 £113,428.67 $2,197,340.63 0.49
O4-01-17 38,806,884.27 3,035,155.87  41,842,040.63 0.00

$40,257,159.95  $633,635.76 $3,148,584.54

$44,039,381.26




City of Palin Coast, Florida

CASH RECEIPTS FROM AND YIELD ON THE SLGS
PURCHASED WITH NOTE PROCEEDS

Cash receipts Ptesent value on
from SLGS Apnl 20, 2016
Receipt Intetest purchased with using a yield of
date Principal rate Intetest Note proceeds 0.606019%
10-01-16 §1,447,673.84  0.400% $2,601.84 $1,450,275.68 $1,446,356.32
04-01-17 38,583,774.91 0.610% 223,109.36 38 806,884.27 38,585,002.43
$40,031,448.75 $225711.20 §40,257,159.95  $40,031,448,75
Purchase price of the SLGS purchased with Note proceeds $40,031,448.75

The sum of the present values of the cash receipts from the SLGS purchased with Note
procceds on April 20, 2016, using a yicld of 0.606019%, is equal to the puschase price of the
S1.GS putchased with Note proceeds.



Lxlubir 3.2
City of Palm Coasg, Florida

CASH RECEIPT FROM THE SLGS PURCHASED
WITH DEBT SERVICE FUNDS

Cash receipt
from SLL.GS
purchased

Receipt [1terest wilh Dehir
date Principal rate Interest Service Fimds

10-01-16 $6372,498.99 0 400% S1.136.77 $633,635.76




Exhibit B-3

City of Palm Coasy, Florida

CASH RECEIPTS FROM AND YIELD ON TIHE SLGS
PURCHASED WITH DEBT SERVICE RESERVE FUNDS

Cash receipts
from SLGS Present value on

purchased with Apnl 20, 2016
Debt Setrvice using a yield of

Receipt Interest

date Principal tate Interest Reseive Funds 0.606019%
10-01-16 $113,225.17 0.400% $203.50 $113.428.67 $113,122.13
04-01-17 3,017,706.09 0.610%% 17,449.78 3,035,155.87 3,017,809.13

$3,130,931.26 §17,653.28 $3,148,584.54 $3,130,931.26

Purchase price of the SLGS purchascd with Debt Service Reserve Funds $3,130,931.26
The sum of the present values of the cash receipts from the SLGS putchased wath Debr Service
Reserve Funds on Apu) 20, 2016, using a yield of 0.606019%, is equal to the purchase price

of the SLGS purchased with Debr Service Reserve Funds.



Date

10-01-16
04-01-17

(1) Actual matority dates, principal amounts and inrerest rates are as follows:

Date

10-01-16
04-01-17
10-01-17
04-01-18
10-01-18
04-01-19
10-01-19
04-01-20
10-01-20
04-01-21
10-01-21
04-01-22
10-01-22
04-01-23
10-01-23
04-01-24
10-01-24
04-01-25
10-01-25
04-01-26
10-01-26
04-01-27
10-01-27
04-01-28

City of Palm Coast, Florida

Lixhibir B-4
Page 1 of 2

DEBT SERVICE PAYMENTS ON THE REFUNDED BONDS AND
DEBT SERVICE PAYMENTS TO MATURITY ON THE REFUNDED BONDS

$1,265,000
40,935,000

$42,200,000

Principal

§1,265,000
1,315,000
1,380,000
1,435,000
1,495,000
1,555,000
1,615,000
1,695,000
1,780,000
1,870,000
1,950,000

2,030,000

Interest

rate
4.000%
(1)

Interest
rate

4.000%

5.000%

4.000%

4.000%

4.000%

4.000%

5.000%

5.000%

5.000%

4.250%

4.250%

4.250%

Interest

$932,340.63

907,040.63

$1,839,381.26

Inrerest

$932,340.63
907,040.63
907,040.63
874,165.63
874,165.63
846,565.63
846,565.63
817,865.63
817,865.63
787,965.63
787,965.63
756,865.63
756,865.63
716,490.63
716,490.63
674,115.63
674,115.63
629,615.63
629,615.63
589,878.13
589,878.13
548,440.63
548 440.63
505,303.13

Debt service

!2Z!ETliftl ts
$2,197,340.63
41,842,040.63

Debi service
payments
__tomawmnly
$2,197,340.63
907,040.63
2,222,040.63
874,165.63
2,254,165.63
846,565.63
2,281,565.63
817,865.63
2,312,865.63
787,965.63
2,342,965.63
756,865.63
2,371,865.63
716,490.63
2,411,490.63
674,115.63
2,454,115.63
629,615.643
2,499,615.63
589,878.13
2,539878.13
548,440.63
2,578,440.63
505,303.13
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City of Palin Coast, Florida

DEBT SERVICE PAYMENTS ON THE REFUNDED BONDS AND
DEBT SERVICE PAYMENTS TO MATURITY ON THE REFUNDED BONDS

Debt service

Tnceeest payments

_Date _ Principal _waie Interest __fo matutity
10-01-28 2,120,000 1.250% 505,303.13 2,625,303.13
04-01-29 460,253.13 460,253.13
10-01-29 2,210,000 4.500% 460,253.13 2,670,253.13
04-01-30 410,528.13 410,528.13
10-01-30 2,305,000 4.500% 410,528.13 2,715,528.13
04-01-31 358,665.63 358,665.63
10-01-31 2,410,000 4.500% 358,665.63 2,768,665.63
04-01-32 304,440.63 304,440.63
10-01-32 2,520,000 4.500% 304,440.63 2,824,440.63
04-01-33 247,740.63 247,740.63
10-01-33 2,635,000 4.500% 247,740.63 2,882,740.63
04-01-34 (88,453.13 188,453.13
10-01-34 2,750,000 $A75H% 188,453.13 2,938,453.13
04-01-35 128,296.88 128,296.88
10-01-35 2,870,000 4.375% 128,296.88 2,998,296.88
04-01-36 65,515.63 65,515.63
10-01-36 2,995,000 A1.275% 65,515.63 2,060,515.63

$12.200,000 $22,568,753.33 $6:1,768,753.33




DEBT SERVICE PAYMENTS AND YIELD ON THE NOTE

City of Palm Coast, Florida

__ $40,193,000 issue dated April 20,2016

Fixhibit C

Page 1 of 2

Present value on

Aptil 20, 2016

Interest Total debt using 2 yicld of
Date Principal rate Interest service 2.480074%

10-01-16 $846,000 2.480% $445,785.03 $1,291,785.03 $1,277,623.57
04-01-17 487 902.80 487.902.80 476,643.51
10-01-17 1,544,000 2.480% 487,902.80 2,031,902.80 1,960,699.36
04-01-18 468,757.20 468,757.20 446,790.30
10-01-18 1,581,000 2.480% 468,757.20 2.049,757.20 1,929,771.59
04-01-19 449,152.80 449,152 80 417,681.56
10-01-19 1,620,000  2.480% 449,152,80 2,069,152.80 1,900,603.21
04-01-20 429,064.80 429,064.80 389,286.63
10-01-20 1,663,000 2.480% 429,064.80 2,092,064.80 1,874,862.56
04-01-21 408,443.60 408,443.60 361,554.78
10-01-21 1,705,000 2.480% 408,443.60 2,113,443.60 1,847,908.13
04-01-22 387,301.60 387,301.60 334,492.75
10-01-22 1745000  2.480% 387,301.60 2,132,301.60 1,819,004.43
04-01-23 365,663.60 365,663.60 308,116.22
10-01-23 1,787,000 2.480% 365,663.60 2,152,663.60 1,791,664.55
04-01-24 343,504.80 343,504.80 282,397.63
10-01-24 1,832,000 2.480% 343,504.80 2,175,504.80 1,766,590.89
04-01-25 320,788.00 320,788.00 257,301.17
10-01-25 1,878,000 2.480% 320,788.00 2,198,788.00 1,742,026.31
04-01-26 297,500.80 297,500.80 232,812.98
10-01-26 1,025,000  2.480% 297,500.80 2,222 500.80 1.717,042.74
04-01-27 273,630.80 273,630.80 208,919.72
10-01-27 1,970,000 2.480% 273,630.80 2,243,630.80 1,692,051.44
04-01-28 249,202.80 249,202.80 185,636.25
10-01-28 2,023,000 2.480% 249.202.80 2,272,202.80 1,671,878.33
04-01-29 224.117.60 224,117.60 162,885.06
10-01-29 2,073,000 2.480% 224,117.60 2,297,117.60 1,649,059.08
04-01-30 108,412.40 198,412.40 140,692.03
10-01-30 2,120,000 2.480% 198,4)2.40 2,318,412.40 1,623,824.49
04-01-31 172,124.40 172,124.40 119,079.92
10-01-31 2,174,000 2.480% 172,124.40 2,346,124.40 1,603,226.35
04-01-32 143,166.80 145,166.80 97,984.82
10-01-32 2,229,000 2.480% 145,166.80 2.374,166.80 1,582,888.93
04-01-33 117,527.20 117,527.20 77,397.21



Exhibir C
Page 2 of 2

City of Palm Coast, Florida

DEBT SERVICE PAYMENTS AND YIELD ON THE NOTE

Present value on

£40,193,000 issue dated Aprl 20, 2016 April 20, 2016
Interest Total debt vsing a yield of

Dare Principal rate Interest service 248007 4%
10-01-33 2,286,000 2.480% 117,527.20 2,403,527.20 1,563,448.80
04-01-34 89,180.80 89,180.80 57,299.88
10-01-34 2,339,000 2.480% 89,180.80 2,428,180.80 1,541,029.86
04-01-35 60,177.20 60,177.20 37,723.30
10-01-35 2,397,000 2.480% 60,177.20 2,457,177.20 1,521,464.83
04-01-36 30,454.40 30,454.40 18,626.15
10-01-36 2,456,000 2.480% 30,454.40 2,486,454 .40 1,502,108.66
$40,193,000 $11,481,933.83 $51,674,933.83 $40,193,000.00

The present value of the future payments is equal to:
Principal amount of the Note $40,193,000.00

The sum of the present values of the debt service payments of the Note on Apsil 20, 2016, using
a yield of 2.480074%, is equal to the issue price of the Note.
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Al Vg L engary

SOURCES AND USES OF FUNDS

City of Palm Coasl, FL
Utdity Sysiem Revenve Refunding Note, Sevics 2016
Refunded Bonds: Scenes 2607
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%

Deted Dale 04/20/2016
Delivery Date 04/20/2016

Sources:

Bond Proceeds:
Par Amount

40,193,000.00

Other Soarces of Funds:
Debt Service Fund 632,500.00
Prior Reserve Fund 3,130,931.26

3,763,431.26

43,956,431.26

Uses:
Refunding Escrow Deposits:
Cash Deposit 1.0)
SLGS Purchases 43,794,879.00
A43,794,880.01
Delivery Date Expenses:
Cost of Issuance 161,551.25

43,956,431.26

Mar 29, 20(6 11:07 am Prepared by Hilltop Securities Ine. (LSE)  (Finance 7.012 Palm Coast, Cily FL:UTILITY-2016REFT,2016REFP) Page |
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BESCROW SUFFICIENCY

City of Palm Coast, FL
Utility System Revenue Refunding Note, Series 2016
Refunded Bonds: Senes 2007
FINAL NUMBERS: As of March 29, 2016

Amens Bank @ 2.48%

Escrow Net Escrow Excess Excess

Datc Requircment Receipts Receipls Balance

042012016 1.0l 1.01 1.01

/0172016 2,197.340.,63 2.197,340.11 (0.52) 0.49
04/01/2017 41,842,040.63 41,842,050, 14 {0.49)
44,039,381.26 44,035,381.26 0.00

Mar 29, 2016 11:07 am Preparcd by Hilltop Securitics Ine, (LSE) (Finance 7.012 Palm Coaat, Cliy FL:UTILITY-2016REFP,20)6REFP) Page 20
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HilltopSecurities m

ESCROW CASH FLOW

City of Palm Coast, FL
Uutity Syslem Revenue Refunding Note, Series 2016
Refunded Bonds: Scries 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%

Net Escrow

Date Princpal Interest Recetpta
10/01/2016 2,193,398,00 3,942.11 2,197,240.11
04/0172017 41,601,481.00 240,559.14 41,842,040.14
43,794,879.00 244,501,25 44,039,380.25

Escrow Cost Summary,

0472072016

Purchase date
41,79/ .876.00

Purchase cost of secunties

Mar 29, 2016 11:07 am FPrepared by Hilltop Securities Inc. (LSE) (Finance 7.012 Palin Coast, City FL,UTILITY-2014REFP,2016REFF) Page 19
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ESCROW COST DETAIL

City of Palm Coast, FL.
Uulity Systein Revenue Refunding Note, Series 2016
Refunded Bonds: Serics 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%

Type of Maturity Par Toal
Security Date Arount Rare Cosl
DSF:
SLGS L0/01/2016 632,498.99 0.400% 632,498.99
DSRF:
SLGS 10/01/2016 113,225.17 0.400% 113,225.17
SLGS 04/012017 301770609 0.610% 3,017,716.09
3,130,931.26 3.030,931.26
BP:
SLGS 10/01/2016 1,447,673.84 0.400% 1,447.673.84
SLGS 04/01/2017 38,583,774.91 0.610% 35,583,774.91
40,031,448.75 40,031,448.75
43,794,879.00 43,794,879.00
Purchase Cost of Cash Toral
Escrow Date Secorilies Deposit Escrow Cost Yield
DSF 04/20/2016 632,498.9¢ 1.0] 632,500.00  0.401916%
DSRF 04/20/2016 1,130,931.26 3,130931.26  0,606019%
BP D4/20/2016 40,031,448.75 90,031 448.75  0.606019%
43,794,879.00 1.0l 43,794,880.0)

Mar 29,2016 11:07 am Prepared by Hilltop Securities Inc. (LSB) (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP, 201 6REFP) Page 18
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HilltopSecurities m

ESCROW DESCRIPTIONS DETAIL

Ciry of Palm Coast, FL
Utility Syslem Revenue Refunding Note, Series 2016
Refonded Bonds: Serjes 2007
TINAL NUMBERS: As of March 29, 2016

Amenis Bank (@ 2.48%

Type of Type of Matutity Fiest It Par Max
Security SLGS Date Pt Date Amount Rate Rate
DSF, Apr 20, 2016:
SLGS Centificate 10/01/2016  30/01/2016 632,498.99 0.400% 0.400%
DSRY, Am 20, 2016:
SLGS Certificote 100172016 1D/O17201M6 11322517 (,400%  0.300%
SLGS Certificale 04/01/2017  OdiGL2007 3.017,706.09 0.610% U6.010%
3,130,931.26
BP, Apr 20, 2016
SLGS Certificate 1OML2016  10/01/2016 1,447,673.84  0.400% 0.400%
SLGS Certificate 04/0172017  04/01/2017 J4,583,774.91 0.610% 0.610%

40.031,448.75

43,794,879.00

SLGS Suinimsary

SLQGS Rales File 29MAR1GO
Total Certificates of Indebtedness 43,794,879.00

Mar 29,2016 11:07 am Prepared by Hilltop Securities Inc. (LSE) (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP,2016REFP) Page 16
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Mar 29,2016 11:07 am Prepered by Hilltop Securities Inc. (LSE) (Finance 7.012 Palm Coasl, City PL:UTILITY-2016REFP2016REFP) Page 14

HilltopSecurities TP

1070172016
04/0172017

Perlod
Ending

BSCROW REQUIRBMENTS

City of Palm Coast, FL
Utihly System Revenue Refunding Note, Series 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%

Dated Date 0472012016
Delivery Date 0420/2016
Prior Debst (2007
Principal

Principal Interest Redesmed Total
1,265,000.00 932,340,63 2,197,340.63
907,040.63  40,935,000.00  41,842,040.63
1,835,381.26  40,935,000.00  44.039,381.26

1,265,000.00




HifltopSecurlties TP

Ao Hakfingn Campuany.

SUMMARY OF BONDS REFUNDED

Cily of Palm Coast, FL
Utility System Revenue Refunding Note, Series 2016
Refunded Bonds: Series 2007
TINAL NUMBERS: As of March 29, 2016

Aneris Bank @ 2.48%

Maturity Inlerest Par Call Calt
Bond Date Ratc Amount Date Price

Utility System Revenue Donds, Senes 2007, 2007:

BOND 10/01/2016 4.000% 1,265,000.00
10/01/2017 5.000% 1,315,000.00  04/01/2017 100.000
10/01/2018 4.000% 1.380,000.00  04/01/2017 100.000
10/01/2019 4.000% 1,435,000,00 04/01/2017 100.000
10/01/2020 4.000% 1,495,000.00  04/01/2017 100,000
10/01/2021 4,000% 1,555,000.00 04/01/2017 100.000
TERM24 10/01/2022 5.000% 1,615,000.00  04/01/2017 100.000
10/01/2023 5.000% 1,695,000.00  04/01/2017 100.000
10/01/2024 5.000% 1,780,000.00  04/0172017 (00.000
TERM28 10/01/2025 4.250% 1,870,000.00  04/0172017 100.000
10/01/2026 4.250% 1,950,000,00  04/01/2017 100.000
10/01/2027 4.250% 2,030,000.00  04/01/20)7 100.000
10/01/2028 4.250% 2,120,000.00  04/01/2017 100.000
TERM33 10/01/2029 4.500% 2,210,000.00  04/01/2017 100.000
10/0)/2030 4.500% 2,305,000,00  (4/01/2017 100.000
10/01/2031 4.500% 2,410,000.00  04/01/2017 100.000
10/01/2032 4.500% 2,520,000.00  04/01/2017 100.000
10/01/2033 4.500% 2,635,000.00 04/01/2017 100.000
TERM36 10/01/2034 4.375% 2,750,000.00  04/01/2017 100,000
10/01/2035 4.375% 2,870,000.00  04/01/2017 100.000
10/01/2036 4.375% 2,995,000.00  04/01/2017 100.000
42,200,000.00

Mar 29,2016 11:07 ani Prepared by Rilltop Securities Inc. (LSE)  (Finance 7.012 Palm Coast, City FL.UTILITY-2016REI'P.2016REFP) Page 10
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Al @i Rotvan Com peny

BOND DEBT SERVICE

City of Palim Coast, FL
Utilily System Revenue Refunding Mote, Sernies 2016
Refunded Bonds: Sernes 2007
FINAL NUMBERS: As of March 29, 2016

Aneris Bank @ 2.48%

Dated Date 04/20/2016
Delivery Date 04/20/2016

Period Annuul

Ending Principal Interest Debt Service Debt Service
10/01/2016 846,000 445,785.03 1,291,785.03 1,291,785.03
44/01/2017 487,902.80 487,902 80
10/01/2017 1,544,000 487,902.80 2,031,902.80 2,519,805.60
04/01/2018 468,757.20 468,757.20
10/01/2018 1,581,000 468,757.20 2,049,757.20 2,518,514.40
0470172019 449,152.80 449,152.80
1/01/2009 1,620,000 449,152 80 2,069,152.80 2,518,305.60
04/01/2020 429,064.80 429,064.80
10/01/2020 1,663,000 429,064.80 2,092,064.80 2,521,129.60
04/01/2021 408,441.60 408,443.60
10/01/2021 (,705,000 408,443.60 2,113,443,60 2,521,887.20
04/01/2022 387,301.60 187,301.60
10/01/2022 1,745,000 387,301.60 2,132,301.60 2,519,603.20
04/01/2023 365,663.60 165,663.60
10/01/2023 1,787,000 365,663.60 2,152,663.60 2,518,327.20
04/01/2024 343,504.80 343,504.80
10/01/2024 1,832,000 343,504.80 2,175,504.80 2,519,009.60
04/01/2025 320,788.00 320,788.00
10/01/2025 1,878,000 320,788.00 2,198,788.00 2,519,576.00
(4/01/2026 297,500.80 297,500.80
10/01/2026 1,925,000 257,500.80 2,222,500.80 2,520,001.60
04/01/2027 273,630.80 273,630.80
10/01/2027 1,970,000 273,630.80 2,243,630.80 2,517,261.60
04/01/2028 249,202.80 249,202.80
10/01/2028 2,023,000 249,202.80 2,272,202.80 2,521,405.60
04/01/2029% 224,117.60 224,117.60
10/01/2029 2,073,000 224,117.60 2,297,117.60 2,521,235.20
04/0172030 198,412.40 198,412.40
10/01/2030 2,120,000 198,412.40 2,318,412.40 2,516,824.80
04/01/2031 172,124.40 172,124.40
10/01/2031 2,174,000 172,124.40 2,346,124 .40 2,518,248.80
04/01/2032 145,166.80 145,166.80
10/01/2032 2,229,060 145,166.80 2,374,166.80 2,519,333.60
04/01/2033 117,527.20 117,527.20
10/01/2033 2,286,000 117,527.20 2,403,527.20 2,521,054.40
04/01/2034 89,180.80 89,180.80
10/01/2034 2,335,000 89,180.80 2,428,180.80 2,517,361.60
04/01/2035 66,177.20 60,177.20
18/01/2035 2,397,000 60,177.20 2,457,177.20 2,517,354.40
04/01/2036 30,454 40 30,454.40

10/01/2036 2,456,000 30,454.40 2,486,454.40 2,516,908.80

40,193,000 11,481,933.83 51,674,933.83 51,674,931.83

Mar 29, 2016 11:07 am Prepared by Hilltop Securities Inc. (LS?)  (Finance 7.012 Palm Coast, City FL:UTILITY-2016REFP,2016REFP) Page 4
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A Ml Herklings Company,

PROOT OF ARBITRAGE YIELD

City of Palm Coast, FL
Utility System Revenue Refunding Nole, Serics 2016
Refunded Bonds: Series 2007
FINAL NUMBERS: As of March 29, 2016

Amens Bank @ 2.48%

Present Valuc
0 04/20/2016
Dalc Dett Service @ 2,480074)214%
10/01/2016 1,291,785.03 1,277,623 57
04/0172017 487,902.80 476,643.51
1070172017 2,031,902.80 1,960,699.36
04/01/2018 468,757.20 446 790,30
10/0172018 2,049,757 20 1,929,771.59
04/01/2019 449,152.80 417,681.56
10/012019 2,069,)52.80 1,500,603.21
04/01/2020 429,064.80 389,286.63
10/01/2020 2,092,064 .80 (,874,862.56
04/01/2021 40)8,443.60 361,554.78
10/01/2021 2,113,443.60 {,847,908.)1
04/01/2022 387,301.60 334,492.75
10/01/2022 2,132,301.60 1,819,004.43
04/01/2023 265,663.60 30811622
10/0)/2023 2,152,663.60 1,791,664.55
04/01/2024 343,504.80 282,397.63
10/01/2024 2,175,504.80 1.766,590.8%
04/01/2025 320,788.00 257,301.17
10/01/2025 2,198,788.00 1,742,026.31
04/01/2026 297,500.80 232,812.98
10/01/2028 2,222,500 80 1,717,542.74
04/01/2027 273,630.80 208,919.72
10/01/2027 2,243,630.80 1,692,05).44
04/01/2028 249,202.80 185,636.25
10/01/2028 2,272,202.80 1,671,878.33
04/01/2029 224,117.60 (62,885.06
10/01/2029 2,297,117.60 1.649,0349,08
04/01/2030 198,412.40 1401.692.03
10/01/2030 2,318,412.40 1,623 824,49
04/01/2031 172,124.40 119,079.92
10/01/2031 2,345,124 40 1,603,226.35
04/01/2032 145,166.80 97,984.32
10/01/2032 2,374,166.80 1,582,888.93
04/01/2033 117,527.20 77,397.2)
/002033 2,403,527.20 1,563,448.80
DA E2034 89,180.80 57,299.88
16/01/2034 2,428,180.80 1,541,029.85
UH01/2035 €0,177.20 37,723.30
(U 2035 2,457,1717.20 1,521,464.83
(/0172036 30,454.40 18,626.15
10/01/2036 2,486,454.40 1,502, 08.60
51,674,933.83 40,193,000.00
Proceeds Summary

Dellvery date 04/2072016
Par Valuo 40,193,000,00
Target for yicld caloulntlon 40,193,000.00

Mar 29, 2016 11:07 am Prcpared by Billiop Sccurities Ine. (LSE)  (Pinance 7.012 Palm Coast, City FL:UTILITY-2016REFP,201 6REFP) Payc %
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A Hilop Mokingt Company

BOND PRICING

City of Palm Coast, FL
Utility System Revenue Refunding Note, Series 2016
Refonded Bonds: Scrics 2007
FINAL NUMBERS: As of March 29, 2016

Ameris Bank @ 2.48%

Malunity
Bond Component Date Amounl Rate Yield Price
Bond Component:
10/0172016 846,000 2.480% 2.480% 100.000
10/01/2017 1,544,000 2.480% 2.480% 100,000
10/01/2018 1,581,000 2.480% 2.480% 100.000
10/01/2019 1,620,000 2.480% 2.480% 100.000
1070172020 1,663,000 2.980% 2 480% 100.000
10/01/2021 1,705,000 2.480% 2.480% 100.000
10/01/2022 1,745,000 2.480% 2.480% 100.000
10/01/2023 1,787,000 2 480% 2.480% 100.000
10/01/2024 1,832,000 2.480% 2.480% 100.000
10/01/2025 1,878,000 2.480% 2 480% 100.000
10/01/2028 1,925,000 2.480% 2 480% 100.000
10/01/2027 1,970,000 2.480% 2.480% 100.000
10/01/2028 2,023,000 2.480% 2.480% 100.000
10/01/2029 2,073,000 2.480% 2480% 100.000
10/01/2030 2,120,000 2.480% 2.480% 100.000
10/01/2031 2,174,000 2.480% 2.480% 100.000
10/01/2032 2,229,000 2.480% 2.480% 100.000
10/01/2033 2,286,000 2.480% 2.480% 100.000
10/01/2034 2,339,000 2.480% 2.480% 100.000
10/01/2035 2,397,000 2.480% 2.480% 100.000
10/01/2036 2,456,000 2.480% 2.480% 100.000
40,193,000

Dated Dute 0472072016

Delivery Date 042002016

Firat Coupon (0/01/2016

Par Amount 40,193,000.00

Originat Issue Discoyint

Praduction 40,193,000.00  100.000000%

Underwiiter's Discounl

Purchuse Price 40,193,000.00  100.0N00004,

Accruca Diterest

Net Proceeds 40,163,000,00

Mar 29,2016 11:07 am Prepared by Hilltop Securitles Inc. (LSB)  (Finance 7.012 Palm Coasl, City FL:UTILITY-2016REFP,2016REFP) Page3
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