RESOLUTION No. 89-189

A RESOLUTION AMENDING AND SUPPLEMENTING RESO-
LUTION NO. 89-84 OF THE BOARD OF COUNTY COM-
MISSIONERS OF ST. JOHNS COUNTY, FLORIDA, ADOPTED
APRIL 25, 1989, ENTITLED: “RESOLUTION PROVIDING
FOR THE ACQUISITION, CONSTRUCTION AND ERECTION
OF ADDITIONS, EXTENSIONS AND IMPROVEMENTS TO
THE WATER DISTRIBUTION FACILITIES OF ST. JOHNS
COUNTY, AND OF NEW SEWAGE COLLECTION AND TREAT-
MENT FACILITIES TO BE OPERATED BY THE COUNTY

IN COMBINATION WITH SUCH WATER FACILITIES AS A
SINGLE WATER AND SEWER SYSTEM; AUTHORIZING THE
ISSUANCE BY THE COUNTY OF NOT EXCEEDING
$10,000,000 PRINCIPAL AMOUNT OF WATER AND SEWER
REVENUE BONDS, SERIES 1989A AND SERIES 1989B,
TO FINANCE THE COST THEREOF AND THE COST OF
REFUNDING THE COUNTY’‘S OUTSTANDING WATER REVENUE
BONDS; PROVIDING FOR THE REFUNDING OF SAID
OUTSTANDING BONDS; PLEDGING TO SECURE PAYMENT
OF THE PRINCIPAL OF AND INTEREST ON SAID SERIES
1989 BONDS CERTAIN PLEDGED FUNDS INCLUDING THE
NET REVENUES OF SAID SYSTEM AND CERTAIN LAWFULLY
AVAILABLE CONNECTION CHARGES, ALL MONEYS ON
DEPOSIT IN AND INVESTMENTS HELD FOR THE CREDIT
OF CERTAIN FUNDS CREATED HEREUNDER AND THE
EARNINGS ON SUCH INVESTMENTS; PROVIDING FOR
THE RIGHTS OF THE HOLDERS OF SAID SERIES 1989
BONDS; MAKING CERTAIN COVENANTS AND AGREEMENTS
WITH THE HOLDERS OF SAID SERIES 1989 BONDS;
REPEALING THE COUNTY’S RESOLUTION NO. 88-241
AND RESOLUTION NO. 88-253; AND PROVIDING AN
EFFECTIVE DATE;” FOR THE PURPOSE OF EFFECTING
CERTAIN AMENDMENTS THEREOF TO IMPROVE THE MAR-
KETABILITY OF THE BONDS; PROVIDING AUTHORITY
FOR THE ISSUANCE OF AN ADDITIONAL $430,000
PRINCIPAL AMOUNT OF THE BONDS; RATIFYING THE
COUNTY’S ACCEPTANCE OF THE INSURER’S COMMITMENT
AND MAKING CERTAIN COVENANTS FOR THE BENEFIT

OF THE INSURER; FIXING THE DATE, MATURITIES,
INTEREST RATES AND REDEMPTION PROVISIONS FOR
THE BONDS; ACCEPTING THE DISCLOSURE STATEMENT
OF THE BOND PURCHASERS AND AUTHORIZING A NEGO-
TIATED SALE OF THE BONDS AND THE EXECUTION AND
DELIVERY OF A PURCHASE CONTRACT WITH RESPECT

TO THE BONDS; APPROVING A PRELIMINARY OFFICIAL
STATEMENT WITH RESPECT TO THE BONDS AND AUTHOR-
IZING A FINAL OFFICIAL STATEMENT WITH RESPECT
THERETO; APPOINTING THE REGISTRAR AND PAYING
AGENT FOR THE BONDS; AUTHORIZING THE EXECUTION
AND DELIVERY OF AN ESCROW DEPOSIT AGREEMENT
BETWEEN THE COUNTY AND THE ESCROW HOLDER:
APPOINTING THE ESCROW HOLDER UNDER SAID ESCROW
DEPOSIT AGREEMENT; AND PROVIDING AN EFFECTIVE
DATE.



BE IT RESOLVED BY THE BOARD OF COUNTY COMMISSICNERS OF
ST. JOHNS COUNTY, FLORIDA, as follows:

SECTION 1. DEFINITIONS. The terms used in this resolu-
tion shall have the respective meanings assigned to them in the
original Instrument (as amended hereby) and in this Section, unless
the text hereof clearly otherwise requires:

#Board” shall mean the Board of County Commissioners of
the Issuer.

7Bond Counsel” shall mean Foley & Lardner, Jacksonville,
Florida, bond counsel to the Issuer with respect to the issuance
of the Series 1989 Bonds.

"Escrow Deposit Agreement” means the Escrow Deposit
Agreement attached hereto as Exhibit D.

"Escrow Holder” means the Escrow Holder appointed
pursuant to Section 10 of this resolution.

#original Instrument” shall mean Resolution No. 89-84
adopted by the Board on April 25, 1989, the title of which is
quoted in the title of this resolution.

npreliminary Official Statement” shall mean the prelim-
inary official statement relating to the Series 1989 Bonds attached
hereto as Exhibit A.

npurchase Contract” shall mean the Bond Purchase Agree-
ment attached hereto as Exhibit B.

wpurchasers” shall mean William R. Hough & Co. and Smith
Barney, Harris Upham and Co. Incorporated, the purchasers of the
Series 1989 Bonds.

SECTION 2. AUTHORITY FOR THIS RESOLUTION. This resolu-
tion is adopted pursuant to the provisions of the Act and other
applicable provisions of law.

SECTION 3. FINDINGS. It is hereby found and determined
that:

(a) oOn April 25, 1989, the Board duly adopted the Orig-
inal Instrument for the purpose of authorizing the refunding of
the Refunded Obligations and the acquisition and construction of
the Initial Project and the issuance of the Series 1989 Bonds to
pay a part of the cost thereof.



(B) The aggregate principal amount of the Series 1989
Bonds to be issued has been determined to be $10,430,000, and it
is in the best interest of the Issuer that the issuance of an
additional $430,000 principal amount of the Series 1989 Bonds be
authorized.

(C) It is necessary to make the amendments to the Orig-
inal Instrument hereinafter stated in order to comply with certain
conditions of the commitment of the Insurer hereinafter mentioned
and to improve the marketability of the Series 1989 Bonds and,
accordingly, it is in the best financial interest of the Issuer

that such amendments be accomplished as herein provided.

(D} The Issuer has received from Financial Guaranty
Insurance Company (the ”“Insurer”) a commitment to provide a policy
of municipal bond insurance with respect to the Series 1989 Bonds,
a copy of which is attached hereto as Exhibit €, the Issuer has
accepted said commitment, and it is now appropriate that such
acceptance be approved, ratified and confirmed and that certain
covenants be made for the benefit of the Insurer.

(E) It is necessary, appropriate and in accordance with
Sections 2.01 and 2.02 of the Original Instrument that the Board
adopt this supplemental resolution at this time in order to fix
the date of the Series 1989 Bonds and their maturity dates, inter-
est rates, redemption provisions and other terms, preparatory to
the sale thereof to the Purchasers as herein authorized and pro-
vided.

(F) The Board is advised that due to the present vola-
tility of the market for tax-exempt public obligations such as
the Series 1989 Bonds, it is in the best interest of the Issuer
to sell the Series 1989 Bonds by a negotiated sale, allowing the
Tssuer to enter such market at the most advantageous time, rather
than at a specified advertised future date, thereby permitting
the Issuer to obtain the best possible price, interest rate and
other terms for the Series 1989 Bonds and, accordingly, the Board
does hereby find and determine that it is in the best financial
interest of the Issuer that a negotiated sale of the Series 1989
Bonds be authorized. The Purchasers have offered to purchase the
Series 1989 Bonds and have submitted to the Issuer the Purchase
Contract expressing the terms of such offer: and the Board does
hereby find and determine that it is in the best financial inter-
est of the Issuer that the terms expressed in the Purchase Con-
tract be accepted by the Issuer and that the Chairman and the
Clerk be authorized to execute its acceptance on the Purchase
Contract.

(6) It is appropriate that the Issuer approve, ratify

and confirm the distribution of a preliminary official statement
for the purpose of acquainting potential investors with pertinent
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information with respect to the Issuer and the Series 1989 Bonds
and that the Issuer authorize the distribution of a final offi-
cial statement contemporaneously with the issuance and delivery

of the Series 1989 Bonds. For this purpose, it is appropriate
that the distribution of the Preliminary Official Statement be
approved, ratified and confirmed and that preparation and distri-
bution of a final official statement be authorized in substantially
the form of the Preliminary Official Statement, the final form
therecf to be approved by the Chairman or the Vice Chairman at

any time at or prior to the issuance of the Series 1989 Bonds.

(H) It is necessary and appropriate that the Issuer
appoint a registrar and a paying agent for the Series 1989 Bonds,
and the institution hereinafter named is acceptable to the Issuer;
and it appears to the Board that the same is qualified to serve
as Registrar and Paying Agent for the Series 1989 Bonds in accor-
dance with the terms of the Original Instrument.

(I) In order to carry out the refunding described 1in
the Original Instrument, it is necessary and appropriate that
the Issuer authorize the execution and delivery of the Escrow
Deposit Agreement between the Issuer and the Escrow Holder.

(J) It is necessary and appropriate that the Issuer
appoint an escrow holder to serve as such under the Escrow Deposit
Agreement, and the institution hereinafter named as acceptable to
the Issuer; and it appears to the Board that the same is qualified
to serve as Escrow Holder under the Escrow Deposit Agreement in
accordance with the terms of the Escrow Deposit Agreement.

SECTION 2. AMENDMENTS. The Original Instrument is
hereby amended in each of the following respects:

(A) The definition of ”Act” contained in Section 1.01
thereof is hereby amended to read as follows, and all references
to "Chapter 159, Part I, Florida Statutes, as amended,” contained
therein are hereby amended to read ”St. Johns County Ordinance
No. 86-89”7:

mipct’ shall mean Chapter 125, Part I, Florida
Statutes, as amended, St. Johns County Ordinance No. 86-
89 and other applicable provisions of law.”

(B) Paragraph (3) of the definition of rAuthorized
Investments” contained in Section 1.01 thereof is hereby amended
to read as follows:

7(3) Certificates of deposit properly secured at
all times by collateral security described in either or
both of paragraphs (1) and (2) of this definition or in
the collateral provisions of Chapter 280, Florida Statutes,
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as amended, and issued by commercial banks, savings and
loan associations or mutual savings banks chartered by
the State or the United States of America, and bank trust
receipts issued by commercial banks or trust companies
chartered by the State or the United States of America
upon any securities described in paragraph (1) of this
definition.”

(C) The definition of “Reserve Account Regquirement”
contained in Section 1.01 thereof is hereby amended to read as
follows:

"1 Reserve Account Requirement’ shall mean, as of
any date of calculation, an amount of money equal to the
lesser of (1) the Maximum Debt Service Requirement, (2)
125% of the average annual Debt Service Requirement, or
(3) 10% of the initial proceeds of all Bonds. In com-
puting the Reserve Account Requirement, the interest
rate on Variable Rate Bonds shall be assumed to be 9.20%

per annum.”

(D) The definition of “Series 1989 Bonds” contained in
Section 1.01 thereof is hereby amended to read as follows:

"r1Series 1989 Bonds’ shall mean the Issuer’s Water
and Sewer Revenue Bonds, Series 1989, authorized pursuant
to Section 2.02 hereof.”

(E) The definitions of ”Series 1989A Bonds” and Series
1989B Bonds” contained in Section 1.01 thereof are hereby strick-
en, all references to “Series 1989A Bonds” and "Series 1989B Bonds”
contained therein are hereby amended to read “Series 1989 Bonds,”
and all references to ”Series 1989A”7 and “Series 1989B” contained
therein are hereby amended to read ”Series 1989.7

(F) Section 1.04(D) thereof 1is hereby stricken and
Sections 1.04(E), (F) and (G) thereof are hereby redesignated as
Sections 1.04(D), (E) and (F), respectively.

(G) Article I thereof is hereby amended by adding
thereto as Section 1.06 thereof the following:

#SECTION 1.06. Refunding Authorized. The refunding
of the Refunded Bonds in the manner herein provided is
hereby authorized.”

(H) The first and second paragraphs of Section 2.02
thereof are hereby stricken and the following is hereby inserted
in lieu thereof:



#p Series of Bonds entitled to the benefit, protec-
tion and security of this Resolution is hereby authorized
to be issued by the Issuer in an aggregate principal
amount not to exceed $10,430,000 for the principal purposes
of financing a part of the cost of refunding the Refunded
Bonds and acquiring and constructing the Initial Project,
funding the Reserve Account and paying a part of the
costs of issuance incurred with respect to such Series.
Such Series shall be designated as, and shall be disting-
uished from the Bonds of all other Series by the title,
*st, Johns County, Florida, Water and Sewer Revenue Bonds,
Series 1989.'"

(I) Section 2.08 thereof is hereby amended by adding
thereto as the final paragraph thereof the following paragraph:

»Upon the occurrence of an Event of Default which
would require Financial Guaranty, as defined in Section
5.16 hereof, to make payments under its Bond Insurance
Policy, Financial Guaranty and its designated agent shall
be provided with access to the registration bocks of the
Issuer.”

(J) The third paragraph of Section 3.03 thereof is
hereby amended to read as follows:

7Prior to any redemption date, the Issuer shall
deposit with the Paying Agent an amount of money suffi-
cient to pay the Redemption Price of and accrued interest
on all the Bonds or portions of Bonds which are to be
redeemed on that date; provided, however, that redemption
of Bonds, other than mandatory sinking fund redemptions
and other than pursuant to the application of refunding
bond proceeds, shall be made only from and tec the extent
of funds on deposit with the Paying Agent, or other paying
agent with respect to such Bonds, and available for such
purpose on the date the official notice of redemption is
mailed.”

(K) The second sentence of Section 4.06(A) (2) thereof
is hereby amended to read as follows:

7The moneys on deposit in the Debt Service Fund
shall be applied by the Issuer in the manner provided
herein solely for the payment of the principal of or
Redemption Price, if applicable, and interest on the
Bonds, for the funding of the Reserve Account and for
the purchase of, and reinstatement of the maxiumum limits



of, any Reserve Account Insurance Policy and/or Reserve
Account Letter of Credit, and shall not be available for
any other purpose.”

(L) Section 4.06(A)(2)(d) thereof is hereby amended by

adding thereto as the final paragraph thereof the following para-

graph:

"Prior to deposit in the Reserve Account, any Reserve
Account Letter of Credit or Reserve Account Insurance
Policy shall be approved in writing by any Insurer or
Ccredit Bank and shall conform to such additional or
different restrictions as such Insurer or Credit Bank
shall reasonably require.”

(M) Section 4.06(A) (3) thereof and Section 4.06(4) (4)

thereof are hereby redesignated and reordered accordingly as Sec-
tion 4.06(A) (4) thereof and Section 4.06(A) (3) thereof, respec-

tively.

follows:

(N) Section 4.07 thereof is hereby amended to read as

#SECTION 4.07. Rebate Fund. Amounts on deposit in
the Rebate Fund shall be held in trust by the Issuer and
used solely to make required rebates to the United States
Treasury (except to the extent the same may be transferred
to the Revenue Fund) and the Bondholders shall have no
right to have the same applied for debt service on the
Bonds. The Issuer agrees to undertake all actions re-
quired of it in its arbitrage certificate, relating to
the Bonds, and other instructions from Bond Counsel,
delivered in connection with or subsequent to the issuance
of the Bonds, including, but not limited to:

#(A) making a determination in accordance with the
Code of the amount required to be deposited in the Rebate
Fund;

#(B) depositing from moneys in the Revenue Fund or
from other moneys of the Issuer derived from sources
other than ad valorem taxation and legally available for
such purpose the amount determined in clause (A) above
into the Rebate Fund;

#(C) paying on the dates and in the manner required
by the Code to the United States Treasury from the Rebate
Fund and any other legally available moneys of the Issuer
derived from sources other than ad valorem taxation such



amounts as shall be required by the Code to be rebated
to the United States Treasury:; and

(D) keeping such records of the determinations
made pursuant to this Section 4.07 as shall be required
by the Code, as well as evidence of the fair market value
of any investments purchased with proceeds of the Bonds
of the Series of which such accounts were created.

#The provisions of the above-described instructions
of Bond Counsel may be amended from time to time as shall
be necessary, in the opinion of Bond Counsel, to comply
with the provisions of the Code.

npublic Financial Management, Inc., Philadelphia,
Pennsylvania, is hereby appointed to serve as rebate
administrator hereunder with respect to every Series of
the Bonds until the Issuer shall by resolution appoint
as successor rebate administrator any Bond Counsel or
any certified public accountant, bank or trust company,
or other agent of the Issuer who shall be qualified to
assure compliance by the Issuer with the requirements of
this section. The rebate administrator is hereby author-
ized to hire counsel, accountants, and other experts
which the rebate administrator may, in its sole discre-
tion, determine advisable for the purpose of obtaining
the required calculations of the rebate amounts and
determinations as to the due dates for the rebate thereof
and other matters necessary for compliance with Section
148 (f) of the Code as the same relates to the Bonds.
The rebate administrator will not be liable for any loss
occasioned by its reliance upon the instructions of such
experts or upon the Issuer’s certification of the amounts
earned on nonpurpose investments, as such term is defined
in Section 148(b)(2) of the Code, in which gross proceeds
of the Bonds shall be invested. The duties and responsi-
bilities of the rebate administrator may be performed by
more than one Person.”

(0) The second paragraph of Section 4.08 thereof is

hereby stricken and the following is hereby inserted in lieu

thereof:

»Any and all income received by the Issuer from the
investment of moneys in the Construction Fund, in the
Rebate Fund, in the Revenue Fund and in the Reserve
Account in the Debt Service Fund (to the extent the
amount therein is less than the Reserve Account Regquire-
ment) shall be retained in such respective fund or account
unless otherwise required by applicable law.



naAny and all income received by the Issuer from the
investment of moneys in the Interest Account, the Prin-
cipal Account and the Bond Amortization Account in the
Debt Service Fund, in the Current Account and in the
Stabilization Account in the Connection Charges Fund, in
the Operation and Maintenance Fund and in the Renewal
and Replacement Fund shall be deposited in the Revenue
Fund.”

(P) Section 5.02(E) (2) thereof is hereby amended to
read as follows:

#(2) In the event the Issuer shall have completed
additions, extensions or improvements to the System prior
to the issuance of the proposed Additional Bonds but not
prior to the begining of such twelve consecutive months
and/or shall be constructing or acquiring additions,
extensions or improvements to the System to be financed
wholly or in part from the proceeds of such Additional
Bonds or from any other source, from which Project or
Projects the Issuer expects to derive revenues within
three (3) years after l1ssuance of such Additional Bonds,
such Net Revenues may be adjusted by adding thereto the
net revenues estimated by the Consulting Engineers to be
derived from existing residential and business development
during the first twelve (12) months of operation of such
Project after completion of the construction or acquisi-
tion thereof.”

(Q) Section 5.02(E) (4) thereof is hereby amended to
read as follows:

#(4) In the event the Issuer shall be constructing
or acquiring additions, extensions or improvements to
the System from the proceeds of such Additional Bonds
and shall have established fees, rates or charges to be
charged and collected from users of such facilities when
service is rendered, such Net Revenues and such Connection
Charges may be adjusted by adding thereto the Net Revenues
and the Connection Charges (in an amount not exceeding
the Connection Charges Debt Service Component for the
proposed Additional Bonds for the first Bond Year com-
mencing after completion of the construction or acquisi-
tion of said additions, extensions and improvements)
estimated by the Consulting Engineers to be derived
during the first twelve (12) months of operation after
completion of the construction or acquisition of said
additions, extensions and improvements from existing
residential and business users of the facilities to be



financed by Additional Bonds together with other funds
on hand or lawfully obtained for such purpose.”

(R) Article V thereof is hereby amended by adding there-
to as Section 5.16 thereof the following:

PSECTION 5.16. Financial Guaranty as Insurer.
Notwithstanding any provisions to the contrary contained
herein, the following provisions shall apply so long as
the Bond Insurance Policy issued by Financial Guaranty,
as hereinafter defined, shall be in full force and effect:

7" (A) Financial Guaranty Insurance Company, a New
York stock insurance company, or any successor thereto
(“Financial Guaranty”), shall be deemed the Insurer of
the Series 1989 Bonds.

7 (B) The notice address for Financial Guaranty
shall be: Financial Guaranty Insurance Company, 175
Water Street, New York, New York 10038, Attention:
President.

7(C) Financial Guaranty shall be provided with the
Annual Budget pursuant to Section 5.06 hereof, the Annual
Audit pursuant to Section 5.09 hereof and in addltlon
Financial Guaranty shall be provided with the following
information:

(1) Official statements, if any, prepared in con-
nection with the issuance of additional debt,
whether or not such debt is on a parity with
the Bonds within 30 days of the sale thereof;

(2) Notice of any draw upon or deficiency due to
market fluctuation in the Reserve Account;

(3) Notice of the redemption, other than manda-
tory sinking fund redemption, of any of the
Bonds, including the principal amount, maturi-
ties and CUSIP numbers thereof;

(4) On an annual basis commencing October 1, 1983:

(a) The number of System users as of the
end of the Fiscal Year;

(b) Notification of the withdrawal of any

major System users (defined as a user
comprising 4% or more of System sales
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measured in terms of revenue dollars)
since the last reporting date;

(c) Since the last reporting date any signi-
ficant plant retirements or expansions
planned or undertaken; and

(5) Such additional information as Financial
Guaranty may reasonably request from time to time.

# (D) For the purposes of Article VI hereof, Finan-
cial Guaranty shall be deemed the sole Holder of Bonds
insured by Financial Guaranty, and the prior written
consent of Financial Guaranty shall be required for any
waiver of an Event of Default.

#» (E) For the purposes of Section 8.01 hereof, only
cash or Federal Securities shall be used to accomplish
defeasance of the Bonds, provided, however, that Pre-
refunded Obligations may be used with the prior written
consent of Financial Guaranty, and in the event of an
advance refunding, there shall be provided a verification
report of an independent nationally recognized certified
public accounting firm.”

(S) Section 6.01(A) thereof is hereby amended to read
as follows:

#(7A) Default shall be made in the payment of the
principal of, Amortization Installment, redemption premium
or interest on any Bond when due by the Issuer.”

(T) The first sentence of the second paragraph of
Section 8.01 thereof is hereby amended to read as follows:

"Except as otherwise provided in Section 5.16 hereof,
any Bonds or interest installments appertaining thereto,
whether at or prior to the maturity or redemption date
of such Bonds, shall be deemed to have been paid within
the meaning of this Section 8.01 if (A) in case any such
Bonds are to be redeemed prior to the maturity thereof,
there shall have been taken all action necessary to call
such Bonds for redemption and notice of such redemption
shall have been duly given or provision shall have been
made for the giving of such notice, and (B) there shall
have been deposited in irrevocable trust with a banking
institution or trust company by or on behalf of the
Issuer either moneys in an amount which shall be suf-
ficient, or Securities the principal of and the interest
on which when due will provide moneys which, together
with the moneys, if any, deposited with such bank or
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trust company at the same time shall be sufficient, to
pay the principal of or Redemption Price, if applicable,
and interest due and to become due on said Bonds on and
prior to the redemption date or maturity date thereof,
as the case may be.”

SECTION 3. ACCEPTANCE OF INSURANCE COMMITMENT. The
Issuer’s acceptance of the Insurer’s commitment to provide a pol-
icy of municipal bond insurance with respect to the Series 1989
Bonds is hereby approved, ratified and confirmed.

SECTION 4. SPECIFICATIONS. The Series 1989 Bonds shall
be dated as of August 1, 1989, shall be in denominations of %%,000
or integral multiples thereof, and shall bear interest at such
rates, payable on such dates, mature on such dates, be redeemable
prior to maturity upon such terms and conditions and have such
other terms as are set forth in the Purchase Contract.

SECTION 5. SALE OF THE SERIES 1989 BONDS; AUTHORIZATION
OF EXECUTION OF PURCHASE CONTRACT. The Purchasers having filed
with the Board the disclosure statement required by Section
218.385(4), Florida Statutes, as amended, a copy of which is at-
tached hereto as an exhibit to the Purchase Contract, the Series
1989 Bonds are hereby sold and awarded to the Purchasers at the
price and on such other terms and conditions as are stated in the
Purchase Contract. The Chairman and the Clerk are hereby author-
ized to execute the Issuer’s acceptance of the Purchase Contract,
and said officers and the other officers, agents and employees of
the Issuer are hereby authorized and directed to conclude the
issuance and delivery of the Series 1989 Bonds in accordance with
the provisions of the Purchase Contract.

SECTION 6. APPROVAL OF PRELIMINARY OFFICIAL STATEMENT
AND AUTHORIZATION OF FINAL OFFICIAL STATEMENT. The execution and
delivery of the Preliminary Official Statement to the Purchasers
and the distribution thereof by the Purchasers is hereby approved,
ratified and confirmed, and a final official statement in sub-
stantially the form of the Preliminary Official Statement, with
such omissions, insertions and variations as may be necessary
and/or desirable and approved by the Chairman or the Vice Chairman
prior to the release thereof, is hereby authorized to be delivered
by the Issuer to the Purchasers for distribution contemporaneously
with the issuance and delivery of the Series 1989 Bonds. The
Chairman or the Vice Chairman is hereby authorized to evidence
the Issuer’s approval of the final official statement by his endorse-
ment thereof upon one or more copies, and approval of all such
omissions, insertions and variations may be presumed from such
endorsement upon any copy of such final official statement. Bond
Ccounsel is hereby directed to furnish to the Division of Bond
Finance of the Department of General Services of the State of
Florida a copy of the final official statement, a notice cof the
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impending sale of the Series 1989 Bonds and the other information
required by Section 218.38, Florida Statutes, as amended, within
the appropriate time periods specified by such section.

SECTION 7. REGISTRAR AND PAYING AGENT. Barnett Banks
Trust Company, N.A., a national banking association, Jacksonville,
Florida, is hereby appointed as Registrar and Paying Agent under
the Original Instrument, to serve as Registrar and Paying Agent
for the Series 1989 Bonds:; and the Chairman or the Vice Chairman
and the Clerk are hereby authorized to execute and deliver on
behalf of the Issuer a registrar and paying agency agreement in a
form which shall be approved by the Issuer’s attorney.

SECTION 8. AUTHORIZATION OF EXECUTION AND DELIVERY OF
ESCROW DEPOSIT AGREEMENT. The Chairman or the Vice Chairman and
the Clerk are hereby authorized to execute and deliver the Escrow
Deposit Agreement in favor of the Escrow Holder, with such omis-
sion, insertions and variations as may be necessary and/or desir-
able and approved by the Chairman or the Vice Chairman and the
Clerk prior to the delivery thereof, such necessity and/or desir-
ability and approval by the Chairman or the Vice Chairman and the
Clerk to be presumed by their execution and delivery thereof.

SECTION 9. ESCROW HOLDER. First Florida Bank, N.A., a
national banking asscciation, Tampa, Florida is hereby appointed
to serve as Escrow Holder under the Escrow Deposit Agreement.

SECTION 10. AUTHORIZATION OF EXECUTION OF OTHER CERTI-
FICATES AND OTHER INSTRUMENTS. The Chairman, the Vice Chairman
and the Clerk are hereby authorized and directed, either alone or
jointly, under the official seal of the Issuer, to execute and
deliver certificates of the Issuer certifying such facts as the
Issuer’s attorney, counsel to the Purchasers or Bond Counsel shall
require in connection with the issuance, sale and delivery of the
Series 1989 Bonds, and to execute and deliver such other instru-
ments as shall be necessary or desirable to perform the Issuer’s
obligations under this resolution, the Original Instrument and
the Purchase Contract and to consummate the transactions contem-
plated hereby and thereby.

SECTION 11. ORIGINAL INSTRUMENT IN FULL FORCE AND EFFECT.
Except as hereby amended and supplemented, the Original Instru-
ment shall remain in full force and effect.

SECTION 12. REPEALING CLAUSE. All resolutions or parts

thereof in conflict herewith are hereby superseded and repealed
to the extent of such conflict.
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SECTION 13. EFFECTIVE DATE. This resolution shall take
effect immediately upon its adoption.

PASSED, APPROVED AND ADOPTED this ninth day of August,
1989.

BOARD OF COUNTY COMMISSIONERS
OF ST. JOHNS COUNTY, FLORIDA

oy Lo

Its C?ﬁirman

(OFFICIAL SEAL) - -

ATTEST:

Its Clerk

I, carl ”Bud” Markel, Clerk of the Board of County Com-
missioners of of St. Johns County, Florida, hereby certify that
the foregoing is a true and correct copy of Resolution No. $P-159
of said County passed and adopted on August 9, 1989.

IN WITNESS WHEREOF, I have hereunto set my hand and af-
fixed the official seal of said County this ninth day of August,

Clerk of the Board of Cdunty
Commissioners of S5t. Johns
County, Florida

(OFFICIAL SEAL) ..
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jecl lo completion or amendment. These securilies may not be sold nor may olfers to buy be accepted prior to the time

his Preliminary Official Slalement constitute an offer 1a sell or a solicitalion of an offer lo buy nor shall there be any sale

of these securities in any jurisdiclion in which such oiler, solicitation or sale would be unlawlul prior la regisiration or qualification under lhe securilies laws of any such jurisdiction.

This Preliminary Official Slalemenl and 1he information contained herein are sub
the Official Slatement is delivered in final form. Under no circumsiances shall t

PRELIMINARY OFFICIAL STATEMENT DATED AUGUST 2, 1989

NEW ISSUE
Ratings: Moody’s:
Standard & Poor’'s:
(Financial Guaranty Insured)
See “‘Ratings”’ herein

In the opinion of Bond Counsel, under existing law, assuming compliance with certain covenants in the Resolution described herein, interest
on the Series 1989 Bonds is excluded from gross income for federal income tax purposes, and the Series 1989 Bonds and the interest thereon are
exempt from taxation under the laws of the State of Florida, except as to estate taxes and laxes on interest, income or profits on debt obligations
owned by corporations, as defined in Chapter 220, Florida Staiutes, as amended. See, however, “TAX MATTERS' herein Jfor a description of
certain federal minirmum and other special taxes that may affect the tax treatment of interest on the Series 1989 Bonds.

$9,300,000*
St. Johns County, Florida

Water and Sewer Revenue Bonds
Series 1989

Dated: August 1, 1989 Due: June 1, as shown below

The Water and Sewer Revenue Bonds, Series 1989 (the *'Series 1989 Bonds’") are being issued by St. Johns Countly, Florida (the
““County"’} as fully registered bonds in denominations of $5,000 and integral muliiples thereof. Interest (first payment due December
1, 1989 and semiannually on each June | and December 1, thereafter) will be payable by check or draft of Barneit Banks Trust Company,
N.A., Jacksonville, Florida, as Registrar and Paying Agent, made out and mailed to the registered owner, as shown on the regisiration
books of the County maintained by the Registrar on the fifteenth day of the month prior to each interest payment date. Principal of
the Series 1989 Bonds is payable to the registered owner upon presentation, when due, at the principal corporate trust office ol Barnett
Banks Trust Company, N.A., Jacksonville, Florida. First Florida Bank, N_A., Tampa, Florida, will act as Escrow Agent for the
Refunded Bonds, as defined herein.

The Series 1989 Bonds are subject to redemption prior to their stated maturities as described herein.

The Series 1989 Bonds are being issued (i) to acquire, construct and erect addilions, extensions and improvements to the water
distribution facilities of the County, (ii) to establish new wastewater collection and treatment facilities to be operated in combination
with the water facilities as a single water and sewer system (the *‘System""), (iii) to finance a portion of the cost of refunding the Refunded
Bonds, {iv) to fund a portion of the Reserve Account, and (v) to pay a portion of the costs of issuance incurred with respeci Lo the
Series 1989 Bonds.

The Series 1989 Bonds are payable solely from and secured by a lien upen and pledge of the Pledged Funds, as herein defined,
including the ne( revenues to be derived from the operation of the System and certain lawfully available connection charges, all as
more specifically described herein. Neither the full faith and credil, nor the taxing power of the Counly is pledged for the payment
of the Series 1989 Bonds. The Series 1989 Bonds shall not constitule a lien upon said water and sewer sysiem or any other property
of the Counly, nor shall they constitute an indebiedness of the County within the meaning of any conslitutional or statutory provision
or limitation.

The payment of the principal of and inlerest on the Series 1989 Bonds will be insured by a municipal bond insurance policy to
be issued by Financial Guaranty Insurance Company simultaneously with the delivery of the Series 1989 Bonds.

mICw Service mark used by Financial Guaranty Insurance Company. a private company noi affiliated with any LS. gmernment agency.

AMOUNTS, MATURITIES, INTEREST RATES AND PRICES OF YIELDS*

Principal Interesi Price or Principal Interest Price or

Maturity Amounls Rale Yield Maturity Amounls Rate Yield
1650 5 20,000 1998 $410,000
1991 25,000 1999 440,000
1992 285,000 2000 465,000
1993 300,000 2001 500,000
1994 320,000 2002 535,000
1995 340,000 2003 570,000
1996 360,000 2004 610,000
1997 385,000

$3,735,000 % Term Bonds Due June 1, 2009 — Price To

(Plus Accrued Interest)
The Series 1989 Bonds are offered when, as and if issued and received by the Underwriters, subject to the approval as to legality by Foley & Lardner,
Jacksonvilie, Florida, Bond Counsel. Certain legal matters will be passed on for the County by James G. Sisco, Esquire, St. Augustine, Florida, Attorney

Jor the County. Certain legal matters will be passed upon for the Underwriters by their counsel, Roberts, Baggett, LaFace & Richard, P.A., Tallahassee,
Florida. It is expected that the Series 1989 Bonds in definitive form will be available for delivery in New York, New York on or about August 24, 1989

William R Hough & Co. Smith Barney, Harris Upham & Co.

Incorporated
August , 1989

*Preliminary, subject to change

EXHIBIT A






ST. JOHNS COUNTY, FLORIDA
MEMBERS OF THE BOARD OF COUNTY COMMISSIONERS

Harry Waldron, Chairman
Craig Maguire, Vice Chairman
Sarah W. Bailey
Francis N, Brubaker
Donald Herold

COUNTY ADMINISTRATOR

R. Daniel Castle

COUNTY CLERK

Carl "Bud" Markel

COUNTY FINANCE DIRECTOR

Henry Hendrix

DIRECTOR OF UTILITIES

Bobby Jones

ATTORNEY FOR THE COUNTY

James G. Sisco, Esquire

CONSULTING ENGINEERS

Hart Engineers, Inc.
Jacksonville, Florida

BOND COUNSEL

Foley & Lardner
Jacksonville, Florida

FINANCIAL ADVISOR

Public Financial Management, Inc.
Fort Myers, Florida

-j-



No dealer, broker, account executive, salesman or other person has been authorized
to make any representations or to give any information, other than those contained in
this Official Statement, in conneetion with the offering contained herein, and, if given or
made, such other information or representations must not be relied upon as having been
authorized by the County. This Official Statement does not constitute an offer to sell or
the solicitation of an offer to buy nor shall there be any sale of the Series 1989 Bonds by
any person in any jurisdiection in whieh it is unlawful for such person to make such offer,
solicitation, or sale. The information contained in this Official Statement has been
obtained from public documents, records, and other sources considered to be reliable and,
while not guaranteed as to completeness or accuracy by the Underwriters, is believed to
be correct. Any statements in this Official Statement involving estimates, assumptions
and matters of opinion, whether or not so expressly stated, are intended as such and not
as representations of fact, and the County expressly mekes no representation that such
estimates, assumptions and opinions will be realized or fulfilled. Any information,
estimates, assumptions and matters of opinion contained in this Official Statement are
subject to change without notice, and neither the delivery of this Official Statement nor
any sale made hereunder, shall under any circumstances create any implieation that
there has been no change in the affairs of the County since the date hereof, or any
earlier date as of which such information is given.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVERALLOT
OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE
OF THE SERIES 1989 BONDS OFFERED HEREBY AT A LEVEL ABOVE THAT WHICH
MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF
COMMENCED, MAY BE DISCONTINUED AT ANY TIME.
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SUMMARY STATEMENT

Terms not specifically defined herein shall have the meanings given such terms in
the Resolution, a copy of which is attached hereto as Appendix D.

The County - St. Johns County is located directly south of Duval County, Florida and
is bordered on the west by the St. Johns River, on the south by Flagler County and on the
east by the Atlantic Ocean. Its 1988 estimated population is 80,278. Further
information concerning St. Johns County is loecated in Appendix B of this Official
Statement.

The Series 1989 Bonds - The Series 1989 Bonds are being issued in fully registered
form in denominations of $5,000 or integral multiples thereof. Interest on the Series
1989 Bonds is payable by check or draft mailed to the registered owners thereof.
Principal and premium, if any, shall be paid to each registered owner of the Series 1989
Bonds upon presentation when due at the prinecipal corporate trust office of the
Registrar.

The Purpose of the Series 1989 Bonds - The Series 1989 Bonds are being issued to
acquire, construct and erect additions, extensions and improvements to the water
distribution facilities of the County, to establish new wastewater collection and
treatment facilities to be operated in combination with such water facilities as a single
water and sewer system, to finance a portion of the cost of the Refunded Bonds, to fund
a portion of the Reserve Account and to pay a portlon of the costs of issuance incurred,

Security for the Series 1989 Bonds - The Series 1989 Bonds are payable solely from
and secured by a lien upon and a pledge of the Pledged Funds in accordance with the
provisions of the Resolution.
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Financial Information - The following table shows historical and projected revenues,
expenses and debt service for the water and sewer system. Projections of revenue and
expenses are derived from the Consulting Engineers' Report included herein as Appendix
A,

Fiscal Years Ended September 30
(000's omitted)
Historical Projected(1l)
1985 1986 1987 1988 1989 1990 1991 1992 1993 1994 1995

Cross Revenues $ 578 919 843 172 8g8 1,223 1,878 2,04% 2,190 2,349 2,524
Operating Expenses(2) 238 328 307 353 398 481 B64 942 1,029 1,118 1,216

Net Operating Revenues 340 591 536 417 490 742 1,014 1,107 1,161 1,231 1,308
Other Income(3)} 19 35 62 111 110 110 110 110 110 1190 110

Total Net Revenues $ 359 626 596 529 600 852 1,124 1,217 1,271 1,341 1,418

Pledged Unit
Connection Fees(4) 296 343 377 410 365 394

Total Het Revenues
and Unit Connection

Fees $ 259 626 598 529 600 1,148 1,467 1,594 1,681 1,706 1,812
Annual Debt Service

1981 Isgue(3) 5 142 lég 144 143 144

1989 Issue(6) 55 658 908 908 911 912 912
Total Debr Service 5 142 144 144 143 199 658 908 908 911 912 912

Debt Service Coverage
Net Hevenues 2.527 4.360 4,147 3.700 1.011 1.294 1.238 1.341 1.396 1.470 1.554

Debt Service Coverage
Netr Revenues and Pledged
Unit Connection Fees 1.744 1,615 1.756 1.846 1.870 1,986

(1) Reflects rate increase effective June 15, 1989.
(2) Does not include depreclacion.

{1) Encries atre actual for Flacal Years 1985-1988, all interest bearing accounts. Projections
for Fiscal Years 1989 and subsequently are Consulting Engineers' estimates and exclude
interest earnings on conectruction accounts.

(4) Amounts are lesser of roral projected unit connecrion fees revenue (Fiscal Years 1990 and
1993) or expansion percentage applied tec total annual debt service {(Fiscal Years 1991, 1992,
1994 and 1995) .

(5) Full scheduled payment for Fiscal Year 1989. Series 1981 Bonds being refunded by the Series
1989 Bonds.

(6) Interest only for Fiscal Year 1989, Debt service based on information provided by the
Financial Advisor to the Conmulting Engineers.

NOTE: Totals might not add due to rounding.

Municipal Bond Insurance - The County has received & commitment from Financial
Guaranty Insurance Company to issue, effective as of the date on which the Series 1989
Bonds are issued, a policy of insurance insuring the payment, when due, of the principal
of and interest on the Series 1989 Bonds as more fully deseribed in this Official
Statement.
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OFFICIAL STATEMENT
Relating To

$9,300,000*
St. Johns County, Florida
Water and Sewer Revenue Bonds
Series 1989

INTRODUCTION

The purpose of this Official Statement, which includes the cover page, the summary
statement and the appendices, is to furnish information with respect to the sale of
$9,300,000* aggregate principal amount of Water and Sewer Revenue Bonds, Series 1989,
(the "Series 1989 Bonds") of St. Johns County, Florida (the "County").

The Series 1989 Bonds are issued pursuant to and under the authority of Chapter
125, Part I, Floride Statutes, as amended, Chapter 159, Part I, Florida Statutes, as
amended, and other applicable provisions of law (collectively the "Aet™ and resolution
89-84 of the County duly aedopted by the Board of County Commissioners of St. Johns
County (the "Board") on the 25th day of April, 1989, as amended and supplemented {the
"Resolution"). The Resolution is attached as Appendix D.

The Series 1989 Bonds are being issued (i) to acquire, construet and erect additions,
extensions and improvements to the water distribution facilities of the County, (ii} to
establish new wastewater collection and treatment facilities to be operated in
combination with the water facilities (the "System"), (iii} to finance a portion of the cost
of refunding the County's Water Revenue Bonds, dated June 15, 1981 of which $2,267,000
are presently outstanding (the "Refunded Bonds"), (iv) to fund a portion of the Reserve
Account and (v) to pay & portion of the costs of issuance with respect to the Series 1989
Bonds.

For a complete description of the terms and conditions of the Series 1989 Bonds,
reference is made to the Resolution. All terms defined in the Resclution shall have the
same meanings in this Official Statement unless indicated to the contrary or the context
expressly requires otherwlse. All information included herein has been provided by the
County except where attributed to other sources. The description of the Series 1989
Bonds end the documents authorizing and securing the same and the information from
and summaries of all reports, statutes, and documents not contained in this Official
Statement and other instruments referred to herein, do not purport to be comprehensive
or definitive and are qualified in their entirety by referenece to each. Copies of
documents not contained in this Official Statement, and further information which may

*Preliminary, subject to change



be desired, may be obtained from the County's Finance Director, Mr, Henry Hendrix, St.
Johns County Administration Building, St. Augustine, Floride 32085, telephone (904) 824-
8131 or from Publie Financial Management, Inc., 5900 Enterprise Parkway, Fort Myers,
Florida 33905, telephone (813) 693-7117.

The County has received a commitment from Financial Guaranty Insurance Company
to issue, effective as of the dete on which the Series 1989 Bonds are issued, a policy of
insurance insuring the payment, when due, of the principal and interest on the Series
1989 Bonds. See "MUNICIPAL BOND INSURANCE."

DESCRIPTION OF THE SERIES 1989 BONDS
General

The Series 1989 Bonds shall be dated August 1, 1989 and are being issued as fully
registered bonds in denominations of $5,000 and integral multiples thereof. Interest on
the Series 1989 Bonds (first payment due December 1, 1989 and semiannually on each
June 1 and December 1 thereafter) will be payable by check or draft of Barnett Banks
Trust Company, N.A., Jacksonville, Florida, as Registrar ("Registrar") and Paying Agent
("Paying Agent"), made out and mailed to the address of the registered owner, as shown
on the registration books of the Reglstrar on the fifteenth day of the month prior to each
interest payment date (the "Record Date"). Interest on the Series 1989 Bonds shall be
calculated on a 360-day year. The principal of and premium, if any, on the Series 1989
Bonds is payable to the registered owner upon presentation, when due, at the principal
corporate trust office of Barnett Banks Trust Company, N.A., Jacksonville, Florida.
First Florida Bank, N.A., Tampa, Florida shall act as eserow agent for the Refunded
Bonds (the "Escrow Agent").

Optional Redemption

The Series 1989 Bonds maturing on June, 1, through June 1, _ shall not be
redeemable prior to their stated dates of maturity. The Series 1989 Bonds maturing on
or after June 1, are redeemable, at the option of the County, in part, in such
manner as the Registrar shall deem fair and appropriate, within a maturity if less than an
entire maturity is to be redeemed, on June 1, » or on any June 1 or December 1
thereafter, or as a whole on June 1, or at any time thereafter, at the following
redemption prices (expressed as percentages of the principal amount to be redeemed) set
forth below, plus accrued interest to the redemption date:

Redemption Period

(Both Dates Inclusive) Redemption Price
June I, to May 31,
June 1, to May 31,
June 1, and thereafter



Mandatory Redemption

The Series 1989 Bonds maturing on June 1, will be subject to mandatory
redemption prior to maturity by such method es the Registrar shall deem fair and
appreopriate, on June 1, and on June 1 of each year thereafter, at a price of par plus
accrued interest to the date of redemption, in the years and in the amounts as follows:

Year Prineipal Amounts

Notice of Redemption

Notice of redemption of the Series 1989 Bonds shall be mailed, postage prepeaid, by
registered or certified mall by the Registrar not less than 30 days nor more than 60 days
before the date fixed for redemption to the registered owners of any Series 1989 Bonds
or portions of Series 1989 Bonds which are to be redeemed, at their addresses as they
appear on the registration books kept by the Registrar. Failure of the registered owner
of any Series 1989 Bonds which are to be redeemed to receive any such notice shall not
affect the validity of the proceedings for the redemption of Series 1989 Bonds for which
proper notice has been given. Interest shall cease to accrue on any of the Series 1989
Bonds duly called for prior redemption if payment of the redemption price has been duly
made or provided for.

SECURITY FOR THE SERIES 1989 BONDS
Pledged Funds

The Series 1989 Bonds will be payable solely from and secured by a lien upon and a
pledge of the Pledged Funds. Pledged Funds include the Net Revenues of the System
(i.e., all income and moneys received by the County from the fees and charges made and
collected by the County for the use of the services or facilities of the System, less
Operating Expenses), any Connection Charges (i.e. "water unit connection fees," "sewer
unit connection fees," impact fees, capital expansion fees, utility improvement fees or
other similar fees and charges, separately imposed from time to time upon new
customers of the System as a nonuser capacity charge for a proportionate share of the
cost of the acquisition or construction of Expansion Facilities, but only to the extent that
any such fee or charge has been lawfully levied and collected by the County and may
under applicable law be used for the aecquisition or construetion of the Expansion
Facilities or for Collection Charges Debt Service Components) on deposit in the Current
Account of the Correction Charges Fund and, until applied in accordence with the
provisions of the Resolution, the proceeds of the Series 1989 Bonds and all moneys,
ineluding investments thereof, in the Revenue Fund and the Debt Service Fund. The
System consists of the complete water fecilities now owned, operated and maintained by
the County, the Initial Project, every Additional Projeet and any and all other water and
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sewer facilities hereafter acquired and operated by the County and declared by the Board
to be a part of the System, including any and all improvements, extensions and additions
to the foregoing constructed or acquired, together with all property now or hereafter
owned or used in connection therewith.

The County is not obligated to pay the Series 1989 Bonds or the interest thereon
except from the Pledged Funds and neither the faith and credit, nor the taxing power of
the County is pledged for the payment of the Series 1989 Bonds. The Series 1989 Bonds
shall not constitute a lien upon the System or any other property of the County, nor shall
they constitute an indebtedness of the County within the meaning of any constitutional
or statutory provision or limitation.

Construetion Fund

Moneys in the Construction Fund, until applied in payment of any item of the Cost
of the Project, shall be held in trust by the County and subjeect to a lien and charge in
favor of the Holders of the Series 1989 Bonds and for the further security of each
Holder.

Covenants of the County

So long as any of the principal of, premium, if any, or interest on any of the Series
1989 Bonds remains outstanding and unpaid, as described in the Resolution, the County
covenants as follows:

(e) Rates and Connection Charges. The County covenants that it will fix,
establish, maintain and collect Rates and revise the same effective at the beginning of
each Fiscal Year as will always provide Net Revenues in each Fiscal Year (A) which if
Connection Charges are currently being imposed and clause (B) below shall be satisfied,
are adequate at all times to pay in each Fiscal Year at least one hundred ten percent
(110%) of the current annual Debt Service Requirement becoming due in such Fiscal Year
on each Series of Outstanding Bonds and at least one hundred percent (100%) of any
amounts required by the terms of the Resolution to be deposited in the subaccounts of
the Reserve Account or in the Renewal and Replacement Fund or with any issuer of a
Reserve Account Letter of Credit or Reserve Account Insurance Policy in such Fiscal
Year, and (B) whieh, together with Connection Charges actually deposited in the Current
Account, are adequate to pay at least one hundred twenty percent (120%) of the current
annual Debt Service Requirement becoming due in such Fiscal Year on each Series of
Outstanding Bonds.

(b} Operation and Maintenance. The County will maintain or cause to be
maintained the System and all portions thereof in good condition and will operate or
cause to be operated the same in an efficient and economieal manner, making or causing
to be made such expenditures for equipment and for renewals, repairs and replacements
as may be proper for the economical operation and maintenance thereof. The County




will obtain and renew to the full extent required by applicable law all permits for
acquisition, construction and operation of the System.

(c) Mortgage, Sale or Closing of Facilities. The County irrevocably covenants,
binds and obligates itself not to sell, lease, encumber or in any manner dispose of any
facilities of the System except as provided in the Resolution, until all of the Series 1989
Bonds and all interest thereon shall have been paid in full or provision for payment has
been made.

(d) Insurance. So long as the Net Revenues are pledged for payment of the Series
1989 Bonds, the County will ecarry, with a reputable insurance carrier or carriers, such
insurance as is ordinarily carried by private or public corporations owning and operating
water and sewer facilities similar to the System, ineluding public liability insurance, in
such amounts as the County shall determine to be sufficient. The property loss or
damage insurance shall at all times be in an amount or amounts equal to the fair
appraisal value of the buildings, furniture, fixtures or equipment of the System.

(e) Additional Bonds. No Additional Bonds payable from the Pledged Funds on a
parity with the Bonds then outstanding shall be issued except under the conditions and in
the manner provided in the Resolution. See Appendix D-copy of Resolution attached
hereto.

Debt Service Reserve Account

The Resolution provides for the establishment and maintenance of a Reserve
Account. Upon delivery of the Series 1389 Bonds, there shall be deposited into the
Reserve Account a sum which, together with other moneys on deposit in the Reserve
Account, shall equal the Reserve Account Requirement for the Series 1989 Bonds, which
sum shall be maintained for the benefit of the holders of the Series 1989 Bonds. No
further payments shall be required to be made into the Reserve Account as long as the
amount on deposit therein shell equal the Reserve Account Requirement for the
outstanding Series 1989 Bonds.

The County may, in lieu of the required deposits into the Reserve Account, cause to
be deposited a Reserve Account Insurance Policy and/or Reserve Account Letter of
Credit into the Reserve Account as described in the Resolution.

The "Reserve Account Requirement” for the Series 1989 Bonds is the lesser of (1)
the Maximum Debt Service Requirement, (2) 125% of the average annual Debt Service
Requirement, or (3) 10% of the initial proceeds of the Series 1989 Bonds.



Separate Accounts

The County is not required to open separate bank accounts for such funds and
accounts, but will use separate internal accounts maintained and segregated by the
County into separate accounts in its financial reporting and accounting and control
system.

REFUNDING PLAN

A portion of the proceeds derived from the sale of the Series 1989 Bonds, together
with monies currently on deposit in certain funds and accounts for the Refunded Bonds,
shall be deposited in an escrow account held by First Florida Bank, N.A., Tampa, Florida
as Escrow Agent pursuant to the terms and provisions of an eserow deposit agreement.
The monies deposited into the escrow account shall be applied to the purchase of U.S.
Government obligations so as to produce sufficient funds to pay, as of any date of
calculation, the prineipal, interest and redemption premium, if any, on the Refunded
Bonds, as the same shall mature and become due or are redeemed. Upon such deposit of
monies into the escrow account and the investment thereof, the lien and pledge of the
holders of the Refunded Bonds on the Net Revenues shall be discharged.

MUNICIPAL BOND INSURANCE

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

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

Financial Guaranty is a wholly-owned subsidiary of FGIC Corporation (the
"Corporation"), a Delaware holding company. The Corporation is a wholly-owned
subsidiary of General Eleetric Capitel Corporation ("GECC"). Neither the Corporation
nor GECC is obligated to pay the debts of or the claims against Financial Guaranty.
Financial Guaranty is domiciled in the State of New York and is subject to regulation by
the State of New York Insurance Department. As of March 31, 1989, the total capital
and surplus of Financial Guaranty was approximately $398,200,000. Copies of Financial
Guaranty's financial statements, prepared on the basis of statutory accounting principles,
and the Corporation's financial statements, prepared on the basis of generally accepted
accounting prineiples, may be obtained by writing to Financial Guaranty at 175 Water
Street, New York, New York 10038, Attention: Communicetions Department. Financial
Guaranty's telephone number is (212) 607-3000.



ESTIMATED SOURCES AND USES OF FUNDS
The proceeds to be received from the sale of the Series 1989 Bonds, together with
other monies from the County shall be applied as follows:
Sources:

Principal Amount
of the Series 1989 Bonds $

Accrued Interest on the
Series 1989 Bonds

Existing Sinking Fund and
Reserve Account Funds

Interest Earned on Construction
Fund

County Equity Contribution

Total Sources $
Uses:
Deposit to Construction Fund _ $

Deposit to Defease Refunded Bonds
Deposit to Interest Account
Deposit to Reserve Account

Deposit to Costs of Issuance Account
(including Bond Insurance Premium)

Underwriter's Diseount

Total Uses $



DEBT SERVICE SCHEDULE FOR THE SERIES 1989 BONDS

Total
Amortization Debt
Years Principal Installments Interest Service

1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009



HISTORICAL AND PROJECTED REVENUES, EXPENSES
AND DEBT SERVICE COVERAGE

The following table is based on information contained in the Consulting Engineers'
Report ineluded herein as Appendix A.

Filscal Years Ended September 10
(00D's omltted)
Hiastorlecal Projected(l)
1985 1986 1987 1988 1989 1990 19591 1992 1993 1994 1995

:ROSS OPERATING REVENUES

Water Sales

Retail § 191 258 J05 331 397 642 701 766 837 897 962
Bulk to ASD 365 624 495 409 467 _ 331 1,081 1,135 1,150 1,206 1,264
Total 556 82 aoo 142 864 1,173 1,782 1,901 1,987 2,1D) 2,226
Sewer Service Charges - - - - - 14 58 106 158 204 254
Meter Installaclons (Tapping Fees) 22 _as _43 _Jlo _24 35 18 42 LL) 4l L]
TOTAL 5 578 919 843 172 808 1,223 1,878 2,04% 2,190 2,349 2,524

OPERATING EXPENSES (2)

llistorical per Anmual
Financlal Reports

Contractual Services $ 90 123 124 158
Salaries and Benefits - - - -
oOperat Ing Fxpenses 117 138 151 153
Maintenance 30 67 32 tit

Projected per Rate Study Reporc
Water Syatem - (eneral Operations

Water System - New Ingtallaclon
Mrle. 27 10 13 36 40 1] 48

197 41) 758 820 889 961 1,03%
48 106 122 131% 157 177

s 10 403 725 78B4 849 917 991

Water System - Total
Sewnape System - Total

TOTAL 5 238 328 107 155 198 4Bl B&4 9.2 1,029 1,118 1,216
NET OPERATING REVENUE $ 340 591 536 417 490 742 1,014 1,107 1,161 1,231 1,J08
OTHER (NON-OPERATING) INCOME(3) 19 35 62 111 _ 110 _ 110 _ 110 _ 110 _ 110 110 _ 110
TOTAL NET REVFNUE $ 159 626 598 529 600 ~ B52 1,124 1,217 1,271 1,341 1,418
PLEDGED UNIT CONNECTION TEES(4) . 296 143 177 410 _ 365 _ 19k
TOTAL NET REVENUE AND UNIT
CONNECTION FEES $ 159 626 598 529 600 1,148 1,467 1,594 1,601 1,706 1,812
ANNUAL DEBT SERVICE

1981 Bondg(5) $ 142 144 144 143 L4

1989 Bonda(6) . . __ 55 558 908 908 911 91z 312
TOTAL DEBT SERVICE 5 142 144 146 143 199 6358 908 908 711 912 912
DEBT SERVICE COVERAGE-NET REVENUES 2.527 4.360 4.147 1,700 3.011 1.296 1.218 1.341 1.196 1.470 1.554
FXCESS, AVAILAPLE FOR RENEWAL AND

REPLACEMBNT § 217 48 354 366 401 193 216 309 160 428 506
REQUIRED RENEWAL AND REPLACEMENT -

52 of GROSS OPERATING REVENUE 29 46 51 39 44 61 94 102 109 117 126
DEBT SERVICE COVERAGE-NET REVENUES

AND PLEDGED UNLT CONNECTION FFES 1.744 1.615 1.756 1.846 1,870 1.986

()} Reflects rate incremge effecclve June 15, L9689,
(2) Does net include depreciation.

(3} Entrles are actual for Fiscal Years 1985-1988, all lnrerest bearlng accounte. Projections for Fiscal Years 1989
and mubsequently are Consulting Engineers' estimates and exclude interest earnings on constructlon accounts.

{4) Amounts are lesser ol tetal projected unlt connection fees revenue (Fiescal Yeara 1990 and 1993) or expansion
percentage applied to tortal annual deht servlee (Fiscal Years 1991, 1992, 1994 and 1995).

(5) Full scheduled payment for Fiscal Year 198%. Series 1981 Bonds being refunded by the Serles 198% Bonda.

(6) Interest nnlﬁ for Fiscal Year 1989. Debt servlce based on information provided by the Flnancial Advisor to the
Conaulting Englneers.

NOTE: Totals might not add due to trounding.
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INTERIM OPERATING RESULTS

May 31, May 31,
1988 1989

GROSS OPERATING REVENUE

Water Sales $446,990 $ 488,855

Meter Installation (Tap Fees) 19,275 40,475
TOTAL $466,265 $529,330%*
QPERATING EXPENSES

Contractual Services $ 97,625 $132,028

Operating Expenses 86,615 99,977

Maintenance 25,340 21,160
TOTAL $209,580 $253,165
NET OPERATING REVENUE $256,685 $276,165
NON OPERATING INCOME 67,918 97,851
TOTAL NET REVENUE $324,603 $374,016

*Does not reflect the rate increase effective June 15, 1989. The Consulting Engineers’
Report as shown in Appendix A for the System's overall operations reflects the rate
increase. This rate increase was instituted to pay increases in operating expenses and
estimated bond debt service.

Source: County Finance Department

THE WATER AND SEWER SYSTEM

Background

Water System

The System was constructed initially in 1980-1981 with proceeds of a Community
Facilities Loan and Grant from Farmers Home Administration, U.S. Department of
Agriculture. Principal system facilities include:

Water Supply - five shallow wells in a well field on Tillman Ridge west of Interstate
95 and north of County Road 214; the Tillman Ridge field, with initial supply wells and
additional shallow and deep (Floridan aquifer) wells, was planned to be the principal
source of supply to both the County System and Anastasia Sanitary District ("ASD" or the
"District") System described hereinafter,
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Water Treatment Plant - 1.0 million gallons per day ("mgd"} lime softening water
treatment plant on the south side of Shore Drive east of U.S. Highway 1; "Spiractor”
reactor, filters, chemical feed equipment, 1.0 million gallons ("mg") finished water
ground storage reservoir and service pumping station,

Finished Water Distribution System - 8-inch and smaller mains, appurtenances and
service connections, principally in the St. Augustine South area (east of Old Moultrie
Road and from Shore Drive south to just north of Moultrie Creek), and

Pipeline Interconnection to ASD System - a 10-inch pipeline northward from Shore
Drive in U.S. Highway 1, then eastward in S.R. 312, ineluding bridge supported crossing
of the Matanzas River, to connect to the County and ASD water systems,

ASD provides water as well as sewer service 1o Anastasia Island, an Atlantic coastal
barrier island situated east of the intercoastal waterway along the coast of S§t. Johns
County, Florida. Additional information relating to ASD is contained in the Official
Statement being distributed by the District concurrently with the distribution of this
Official Statement by the County.

During earlier years of system operation when finished water demands in the two
systems were lower, the Mainland system plant was operated to supply finished water to
both the County and ASD systems, the piping conneetion in S.R. 312 being used as a
finished water main. Upon completing and initial operation of the ASD water treatment
plant on 16th Street about three years ago, greater capacity and more economical
operations were available there. The S.R. 312 main was converted to raw water transfer
usage and a booster pump was installed to increase its hydraulie capacity. About the
same time bowl stages were added to the existing Tillman Ridge shallow well turbines
and the County acquired rights to, and effected renovations of, old shallow wells oriented
on Holmes Boulevard and previcusly used by the City of St. Augustine as raw water
supplies. The modified Tillman Ridge wells and the renovated Holmes Boulevard wells
continue to serve as the source for the ASD system, in the latter case being augmented
by limited yields (0.75 mgd, nominal) from shallow and deep well supplies on Anastasia
Island during peak seasonal demand periods.

The System's finished water transmission system has been extended incrementally in
recent years. Dead end mains now extend southward along U.S. Highway 1 to several
thousand feet south of Wildwood Drive; in an easement at the Tree of Life property from
0Old Moultrie Road to Dobbs Road, then in Dobbs Road to S.R, 207, then in S.R. 207 to
the southwest side of I-95; and in Wildwood Drive (two segments) extending several
thousand feet south from S.R. 207 and several thousand feet west from U.S. Highway 1.
As these mains have been extended, they have provided service to distribution systems in
developments along their routes. The effect has been accelerating growth in numbers of
connections and volumes of water sold. '

A map of the service area is included in the Consulting Engineers' Report attached
as Appendix A.
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Total retail connections have increased from 645 to 1,828 in the nominal 7.1 year
period (December 20, 1981, through January 31, 1989), a total increase of 183 percent,
and a compounded annual growth rate of 15.8 percent.

Wastewater System

The County has not previously owned or operated a public wastewater system.

Largest Retail Customers

Water and Usage Gallons

Largest Retail Customers May, 1989 Billing
Cardinal Industries/Moultrie Apts. 220,000
Southgate Trailer Park 151,800
Leteon Construction Co. {(Publix} 140,000
Moultrie Woods Townhomes 100,000
Charles Morand, MD 89,000
Hester Floor Covering 13,000
Kenneth E. Baker 12,000
Professional Arts Building 11,000
Steven H. Martin, DDS 8,000
Franke Dental Lab 3,000

Mandatory Connections

On May 23, 1989, the County passed Ordinance 89-21 requiring mandatory
connection to the System's water and sewer facilities. As of June 15, 1989, a property
owner is notified when sewer or water service is available and has 90 days to connect to
the System. No connection is required for water or sewer where the County connection
line for such serviee is more than two hundred feet from the structure or improvement.

Water and Sewer Rates

On May 23, 1989, the County adopted new rates, fees and charges, as shown below.
The adjustments became effective June 15, 1989 or on such other dates as noted.

User Charges

Previous Adjusted
WATER RATES - Monthly
Minimum (4,000 gallons Allowed) $7.95 $13.10
Overage (per 1,000 gallons) 2.05 3.40
SEWER USER FEES - Monthly
Minimum (4,000 gallons Allowed) n.a. $13.35
Overage (per 1,000 gallons) n.a. 3.15
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Tepping Fees

Water Meter Size Previous Adjusted
3/4-inch $ 200.00 $ 300.00
1-inch 275.00 412.50

1 1/2-inch 800.00 1,200.00
2-inch 1,200.00 1,800.00

3-inch 2,500.00 3,750.00

4-ineh 4,000.00 6,000.00

6-inch 6,500.00 9,750.00

Bulk Water Sales - Unit Cost per 1,000 gallons

Previous Charge: $1.25 per 1,000 gallons - raw water

Adjusted Charge: Time Period Unit Cost Water Characteristic
October 1, 1989 - September 30, 1990* $1.35 Raw
October 1, 1990* -September 30, 1992 2.70 Finished
October 1, 1992 - September 30, 1995 2.60 Finished

* Adjust date of rate change to actual date of initial finished water purchase.

Unit Connection Fees

Previous Adjusted

Water (per gpd)* $1.25 $3.00
Sewer (per gpd)* n.a. . 3.80
* Based on schedule of typical volume usages per dwelling unit type or

establishment type:

ok n.a. - Not applicable; there has been no previous sewer system, hence no
previous sewer unit connection fees.

Collection Practices; Delinquencies

The System bills the customers of the System on a monthly basis. Water and sewage
service will be billed jointly by the System. In the event of nonpayment of a bill for
water or sewer services ten days after notice from the System has been mailed to the
customer and at least thirty days from the date the payment was originally due the
System may discontinue or terminate service to that customer.
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At the end of fiscal years 1987, 1986, 1985, and 1984, the over-60-day delinquent
accounts receivable of the System which were not collected were .003%, .003%, .002%
and .002% of total billing, respectively. On May 23, 1989 by joint resolution 89-5, the
District agreed to purchase from the County and the County agreed to sell to the
Distriet untreated water at a rate of $1.35 per thousand gallons up to @ maximum of
three million gallons per day. The rate becomes effective October 1, 1989. The
resolution may be terminated by either party on 30 days prior notice. The System
provides no other exemptions or reduced rates from the rates and fees described herein.

Regulation

The United States Environmental Protection Agency ("EPA") and the Florida
Department of Environmental Regulation ("FDER") promulgate various regulations
governing operation of the System. Associated with the regulations are various
monitoring and reporting requirements. In addition, EPA and FDER have also
promulgated regulations in regard to grant moneys that may be received by the System
for the planning, design end construction of various projects. The grant-related
regulations touch upon a wide variety of matters, including planning, methodologies,
design criteria, construction activities, and the operation, meintenance and financing of
facilities.

The System is not facing any EPA or FDER mandated schedules for elimination of
discharges, or any wastewater related administrative orders or consent decree
decisions.

In addition to regulation of the wastewater treatment facilities, EPA and FDER
regulate the quality of the System's water. The System is currently in compliance with
all applicable regulations relating to water quality.

THE CAPITAL IMPROVEMENT PROGRAM AND THE PROJECT

The Consulting Engineers, Hart Engineers, Ine., Jacksonville, Florida (the
"Consulting Engineers"), have issued a Consulting Engineer's Report dated June 22, 1989
which is reproduced in its entirety in Appendix A to this Official Statement.

Water System Improvements
The planned improvements program includes water supply improvements, water

treatment plant construction, finished water storage reservoir and service pumping
station and [inished water transmission mains.
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Water Supply Improvements

Planned improvements include: two additional shallow supply wells in the existing
Tillman Ridge well field, with turbines and electric motors, to yield 400 gallons per
minute ("gpm") each, two deep (Floridan aquifer) supply wells on the site of the new
Tillman Ridge water treatment plant, with turbines and electric motors, to yield 2,100
gpm each, well discharge piping connections and headers to convey raw water from the
existing shallow wells and new wells to the new treatment plant for lime softening
treatment, emergency generator provisions to drive all well turbine motors (existing and
new wells, except existing wells with standby engine drives) in event of primary power
source failure; auxiliary generator to have automatic transfer switch, and supervisory
control system to permit operator start-and-stop control of all well motors remotely
from operator station at the new treatment plant.

Water Treatment Improvements

The planned facility is a lime softening treatment plant to be constructed on a 20-
acre site recently acquired by St. Johns County on Tillman Ridge, north of County Road
214. Principal features and treatment process units include: head tank/gravity aerator -
one unit, rated capacity - 7.0 mgd; "Claricone" solids contact reactor clarifiers - two
units, rated capacity - 3.0 mgd each, 7.0 mgd total; recarbonation tank with carbon
dioxide diffuser system - rated capacity 7.0 mgd; dual media filters - rated capacity 5.0
mgd, plant laid out and piping stubbed for deferred addition of two identical filters (to be
relocated from existing ASD piant} to increase capacity to 7.0 mgd; chemical feed
systems for lime, polymer, carbon dioxide, ammonia and chlorine, space reserved for
future provision of soda ash feed system - raled capacities 7.0 mgd each; clearwell and
finished water transfer pumps; filter backwash system inecluding backwash pumps,
backwash water recovery tanks, recycle pumps and underflow (sediment) pumps to waste;
lime sludge blowdown treatment system including holding tank, press feed pumps,
polymer feed system, belt filter press for lime sludge dewatering, sludge cake
conveyor/loading system, and standby lagoon; operations building/laboratory and
chemical [eed building; plant electrical system with auxiliary generator and automatic
transfer switch; yard piping system; and sitework.

Finished Water Storage and Service Pumping Improve ments

The improvements are planned to be construeted on the southern end of the Tillman
Ridge water plant site and will consist of 1.5 mg storage reservoir for finished water, of
prestressed concrete construction; and a service pumping station.

Finished Water Transmission Mains

The planned improvements program includes finished water transmission mains,
principally designed and located to reinforce the finished water system's transmission
grid southward from State Road 207 and westward from Old Moultrie Road, to and
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including Wildwood Drive. Specifically, locations, approximate lengths and diameters of
planned transmission mains are: Wildwood Drive - 8,800 linear feet {"L.F."y of 10-inch
main; Dobbs Road - 2,500 L.F. of 12-inch main (from existing 16-inch main at Industrial
Park Road south to Kings Estate Road) and 5,600 L.F. of 10-inch main {existing 16-inch
main north to the existing 10-inch main); Kings Estate Road and St. Augustine Road
Boulevard - 12,300 L.F. of 10-inch main (Old Moultrie Road to S.R. 207).

Wastewater System Improvements

The planned wastewater system improvements constitute the initial-phase program
of the planned County wastewater system; heretofore, St. Johns County has not been in
the wastewater business on the mainland. The planned program consists of wastewater
treatment and treated effluent storage facilities, and of a raw wastewater transmission
facility to serve developments in the State Road 207 corridor.

Wastewater Treatment Plant

The planned plant will be constructed on an approximate ten-acre "utilities site"” in
the northeastern corner of the County-owned Cypress Lakes golf course property in the
southwestern quadrant of the Interstate 95 interchange at State Road 207. Plant design
capacity is 0.250 mgd. Treatment will be secondary treatment, principally by means of a
factory-built, field-erected extended aeration treatment plant. Effluent will be fine-
media filtered and chlorinated to meet FDER quality standards for disposal by irrigation
onto an area of uncontrolled publie access, in this case, a golf course. The design
includes sludge holding tank provisions, with the intent that sludge be periodically hauled
liquid by tank truck to the ASD plant for dewatering. Effluent will be disposed by spray
irrigation of the County-owned Cypress Lakes golf course.

Raw Wastewater Transmission System

The planned program includes a raw wastewater force main pipeline extending from
the treatment plant site to State Road 207, then northeastward in State Road 207 to
Dobbs Road. The pipeline consists of approximately 16,600 L.F. of 16-inch main and
11,900 L.F, of 10-inch main. The design concept is that the County system will provide
hydraulic pipeline capacity and that individual developments will be served to on-site
pumping stations (installed by developers to County specifications), discharging through
manifolded connections to the transmission force main. The size change (10-inch to 16-
inch) is at a point near Moultrie Creek and Wildwood Drive where a deferred southerly
transmission system branch will logically be manifolded in the future. Also, as actual
flows and head losses increase in the transmission piping, the County System will
construct master "booster" stations at points along the main to increase hydraulic
capacity while limiting required pump discharge pressures at the developer-installed
tributary stations. The immediate program ineludes one booster station, to be located
near the entrance to Foxhill Estates Subdivision on the 10-inch portion of the main. A
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map of the area to be served by the wastewater system is included as part of the
Consulting Engineers' Report attached hereto as Appendix A.

Cost of the Project

Water System Improvements Construction Contingency Total

Water Supply $ 475,000 $ 95,000 $ 570,000
Water Treatment 2,732,000 546,000 3,278,000
Storage and Service Pumping 800,000 160,000 960,000
Finished Water Transmission __ 430,000 86,000 516,000

TOTAL WATER SYSTEM
PROGRAM $4,437,000 $887,000 $5,324,000

Funding will be provided by a local contribution in the amount of $780,000 (transfer
from System construction account, available funding derived from unit connection fee
collections and prior years' retained system earnings) and Series 1989 Bond Proceeds.

Wastewater System Construction Contingency Total
Improvements

Wastewater Treatment and

Effluent Storage $1,110,000 $222,000 $1,332,000
Wastewater Transmission
System _ 717,300 143,700 861,000

TOTAL WASTEWATER
SYSTEM PROGRAM $1,827,300 $365,700 $2,193,000

PERMITS FOR THE PROJECT

Although the County has not yet received all permits necessary for the construction
and operation of the planned improvements, it has no reason to believe that such permits
will not be timely received.

STUDY OF CONSULTING ENGINEERS

The Consulting Engineers' Report, which appears as Appendix A hereto, sets forth
the projected operating results for each of the seven fiscal years from 1989 through
1995. The projections reflect debt service coverage for the Series 1989 Bonds. The
Consulting Engineers' Report should be read in its entirety, including the considerations
and assumptions upon whieh the projected operating results are based.
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The projection of operating results included in the Consulting Engineers' Report is
based on assumptions of future events. The assumptions used were reviewed with and
approved by the County and are based on present ecircumstances and information
currently available. While the Consulting Engineers believe that the considerations and
assumptions used constitute reasonable basis for the preparation of the projections, the
achievement of projected operations is dependent upon the oceurrence of future events
which cannot be assured.

PROPOSED ADDITIONAL BOND FINANCINGS

Concurrently with the issuance of the Series 1983 Bonds, the Anastasia Sanitary
Distriet expects to issue approximately $5,405,000 Water and Sewer Revenue Bonds,
Series 1989 for purposes related to the Distriet's Water and Sewer System.

At an election held on May 23, 1989, the electors of St. Johns County approved the
issuance of up to $47,000,000 School Distriet of St. Johns County, Florida, General
Obligation Sehool Bonds, which would be payable from unlimited ad valorem taxes on all
taxable property in the County. A sale date for such bonds has not been scheduled.

In addition, the Board of County Commissioners of St. Johns County Iis
contemplating the issuance of approx!mately $24 mlllion County revenue bonds payable
from a local government 1/2 cent sales tax. The proceeds would be used to acquire and
construct new courthouse facilities. Other possible financings by the County
Commissioners include self supporting revenue bonds for solid waste disposal projects.

RATINGS

Standard and Poor's Corporation and Moody's Investors Service, Inc., have assigned
their munieipal bond ratings of " " and " ", respectively, to this issue of Series
1989 Bonds with the understanding that upon delivery of the Serles 1989 Bonds, a policy
insuring the payment when due of the principal of and interest on the Series 1989 Bonds
will be issued by Financial Guaranty.

Such ratings reflect the views of the respective rating agencies and an explanation
of the significance of such ratings may be obtained only from the rating agencies. There
is no assurance that such ratings will be in effect for any given period of time or that
they will not be revised downward or withdrawn entirely by the rating agency if, in the
judgment of the respective agencies, circumstances so warrant. Any such downward
revision or withdrawal of such ratings may have an adverse effect on the market price of
the Series 1989 Bonds.
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LEGAL MATTERS

Certain legal matters in connection with the authorization, issuance and sale of the
Series 1989 Bonds are subject to the approval of Foley & Lardner, Jacksonville, Florida,
Bond Counsel, the form of whose approving opinion is attached hereto as Appendix E.
Certain legal matters will be passed upon for the County by James G. Sisco, Esquire, St.
Augustine, Florida, Attorney for the County. Certain legal matters will be passed upon
for the Underwriters by their Counsel, Roberts, Baggett, LaFace & Richard, P.A.,
Tallahassee, Florida.

TAX MATTERS
Federal Tax Matters

The Internal Revenue Code of 1986, as amended (the "Code"), contains a number of
requirements and restrictions which apply to the Series 1989 Bonds, including investment
restrictions, a requirement of periodic payments of arbitrage profits to the United
States, requirements regarding the use of bond proceeds and the facilities financed
therewith, and certain other matters. The County has covenanted to use its best efforts
to eomply with all requirements of the Code that must be satisfied in order for the
interest on the Series 1989 Bonds to be excluded from gross income for federal income
tax purposes. Failure to comply with certain of such requirements could cause interest
on the Series 1989 Bonds to be included in gross income retroactive to the date of
issuance of the Series 1989 Bonds.

Subject to the condition that the County comply with the pertinent requirements of
the Code, under existing law, in the opinion of Bond Counsel, interest on the Series 1989
Bonds will be excluded from the gross income of the owners thereof for federal income
tax purposes and will not be treated as an item of tax preference in computing the
alternative minimum tax for individuals and corporations. Reference is made to a
proposed form of the Bond Counsel opinion attached hereto as Appendix E for the
complete text thereof.

In rendering the opinion, Bond Counsel will rely upon certificates of the County with
respect to certain material facts relating to the property financed with the proceeds of
the Series 1989 Bonds and the application of the proceeds of the Series 1989 Bonds.

The Code contains numerous provisions which could affect the economic value of the
Series 1989 Bonds to certain owners of the Series 1989 Bonds. The following is a brief
summary of some of the significant provisions that may be applicable to particular
owners of the Series 1989 Bonds. Prospective owners of the Series 1989 Bonds, however,
should consult their own tax advisors with respect to the impact of such provision on
their own tax situations.

The Series 1989 Bonds will not be "qualified tax-exempt obligations" within the

meaning of Section 265(b) of the Code. Interest on indebtedness incurred or continued to
purchase or carry the Series 1989 Bonds or, in the case of banks and certain other
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financial institutions, interest expense allocable to interest on the Series 1989 Bonds, will
not be deduetible for federal income tax purposes.

Insurance companies (other than life insurance companies) are required for taxable
years beginning after 1986 to reduce the amount of their deductible underwriting losses
by 15% of the amount of tax-exempt interest received or accrued on certain obligations,
ineluding the Series 1989 Bonds, acquired after August 7, 1986. If the amount of this
reduction exceeds the amount otherwise deductible as losses incurred, such excess may
be inecludable in income. Life insurance companies are subject to similar provisions under
which taxable income is increased by reason of receipt or acerual of tax-exempt interest,
such as interest on the Series 1989 Bonds.

Interest on the Series 1989 Bonds must be included in the adjusted net book income
of corporations (other than S corporations, regulated investment companies, real estate
investment trusts, and REMICs) for taxable years beginning in 1987, 1988 and 1989, and
such corporations ere required to include in their calculation of alternative minimum
taxable income 50% of the excess of adjusted net book income over alternative minimum
taxable income (determined without regard to this adjustment and prlor to reduction for
certain net operating losses). For taxable year beginning after 1989, the use of "adjusted
net book income" is to be replaced with "adjusted current earnings". Interest on the
Series 1989 Bonds will be included in "adjusted current earnings". For such taxable years,
the alternative minimum taxable income of corporations must be increased by 75% of the
excess of adjusted current earnings over alternative minimum taxable income
(determined with regard to this adjustment and prior to reduction of certain net
operating losses).

On April 11, 1989, Representative Rostenkowski, Chairman of the Ways and Means
Committee of the House of Representatives, introduced H.R. 1761 which, among other
things, would Include for taxable years beginning after December 31, 1989 as an
adjustment in determining the alternative minimum taxable income of a corporation any
amount which would be excluded from gross income but which is taken into account in
determining the amount of earnings and profits of such corporation. H.R. 1761 would
repeal the "adjusted current earnings" provisions described in the preceding paragraph.
H.R. 1761 would not affect the calculations of the alternative minimum taxable income
of individuels. No mssurance can be given that H.R. 1761 will not be adopted or that if
adopted, it will be in its present form.

An environmental tax is imposed on corporations (other than S corporations,
regulated investment ecompanies, real estate investment trusts, and REMICs) by Section
59A of the Code. The environmental tax is effective for taxable years beginning after
1988, and before 1992. The amount of the environmental tax is equal to 0.12% of the
excess of the slternative minimum taxable income (determined with regard to net
operating losses and the deduction for the environmental tax) over $2 million. The
environmental tex may be imposed even if the corporation pays no alternative minimum
tax because the corporation's regular income tax liability exceeds its alternative
minimum tax liability. For purposes of the environmental tax, alternative minimum
taxable income includes interest on tax-exempt obligations, such as the Series 1989
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Bonds, to the same extent and in the same manner as such interest is included in
alternative minimum taxable income as deseribed in the preceding paragraph.

Certain recipients of social security benefits and railroad retirement benefits are
required to include a portion of such benefits in gross income by reason of the receipt or
accrual of interest on tax-exempt obligations, such as the Series 1989 Bonds.

For foreign corporations that operate branches in the United States, Section 884 of
the Code imposes a branch level tax on certain earnings and profits in tax years
beginning after 1986. Interest on tax-exempt obligations, such as the Series 1989 Bonds,
may be included in the determination of such domestic branches' taxable base on which
this tax is imposed.

Passive investment income, including interest on the Series 1989 Bonds, may be
subject to federal income taxation under Section 1375 of the Code for S corporations
that have Subchapter C earnings and profits at the close of the taxable year is greater
than 25% of the gross receipts of the S corporation consists of passive investment
income.

Florida Tax Matters

It is also the opinion of Bond Counsel that, under existing law, the Series 1989 Bonds
and the interest thereon are exempt from taxation under the laws of the State of Floride,
except as to estate taxes and taxes on interest, income or profits on debt obligations
owned by corporations, as defined by Chapter 220, Florida Statutes, as amended.

LITIGATION

The County, its County Attorney and several County constitutional officers are
currently being sued by Mr. John Barrow, a chronic litigator. The suit involves an alleged
civil rights violation under federal law and seeks $50,000,000 in damages, but in the
opinion of the attorney representing the County and its officers, the suit is without
merit. Additionally, lawsuits and several claims have been filed against the County and
against its sheriff seeking substantial damages, including punitive damages, for injuries
alleged to have been incurred by inmates of the County Jail, for false arrest, and for
various other reasons pertaining to law enforcement or inmate incarceration. The
County Attorney has been advised by counsel for the sheriff that such claims are
generally covered by the Florida Sheriffs-Insurance Fund and should not affect the
County's ability to perform its financial obligations. It is the opinion of the County
Attorney, that no legal proceedings are pending or threatened which materially affect
the County's ability to perform its obligations to the owners of the Series 1989 Bonds.

There is no litigation or controversy of any nature now pending or threatened to
restrain or enjoin the issuance, sale, execution or delivery of the Series 1989 Bonds or In
any way contesting the validity of the Series 1989 Bonds or any proceedings of the
County taken with respeet to the authorization, sale or issuance of the Series 1989 Bonds
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or the pledge or application of any moneys provided for the payment of the Series 1989
Bonds.

ANNUAL FINANCIAL REPORT

The Component Unit Financial Statements of the County for the fiscal year ended
September 30, 1988, reproduced herein as Appendix C, are integral parts of this Official
Statement. Copies of the complete Annual Financial Report are available from the
Finance Director upon request.

VERIFICATION

The arithmetical accuracy of the mathematical computations supporting the
adequacy of the maturing prinecipal amounts of, and interest accrued on the direct
obligations of, or obligations the principal of and interest on which are guaranteed by the
United States of America together with monies, if any, deposited with the Escrow Agent
to pay when due, the principal of and interest and premium on the Refunded Bonds
described herein, and the computations supporting the conclusion that the Series 198%
Bonds are not "arbitrage bonds" within the meaning of Section 148 of the Code, will be
verified by Grant Thornton, independent auditors, as a condition to the delivery of the
Series 1989 Bonds. Such verification will be based upon information provided by the
County.

UNDERWRITING

The Series 1989 Bonds are being purchased by William R. Hough & Co. and Smith
Barney, Harris Upham & Co. Incorporated (collectively, the "Underwriters"), at an
aggregate discount of $ , from the initial offering prices set forth on the
cover page of this Official Statement, subject to certain terms and conditions set forth
in a Purchase Contract between the County and the Underwriters, including the approval
of certain legal matters by Bond Counsel and the existence of no material adverse
change in the condition of the System and the County from that set forth in this Official
Statement. The Series 198% Bonds may be offered and sold to certain dealers at prices
lower than such offering prices and such public offering prices may be changed from time
to time by the Underwriters.

FINANCIAL ADVISOR

Public Financial Management, Ine., Ft. Myers, Florida, is serving as [inancial advisor
to the County with respect to the sale of the Series 1988 Bonds. The financial advisor
assisted in the preparation of this Official Statement and in other matters relating to the
planning, structuring and issuance of the Series 1989 Bonds and provided other advice.
Public Financial Management, Ine., is a financial advisory and consulting organization
and is not engaged in the business of underwriting, marketing or trading of municipal
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securities or any other negotiable instruments. Public Financial Management, Inec. is a
wholly owned subsidiary of Marine Midland Bank.

MISCELLANEOUS

All information inecluded herein has been provided by the County, except where
attributed to other sources. The summaries of and references to all documents, statutes,
reports and other instruments referred to herein do not purport to be complete,
comprehensive or definitive, and each such reference or summary is qualified in its
entirety by reference to each such document, statute, report or other instrument. The
information herein has been compiled from official and other sources and, while not
guaranteed by the County, is believed to be correct. So far as any statements made in
this Official Statement and the appendices attached hereto involve matters of opinion or
of estimates, whether or not expressly stated, they are set forth es such and not as
representation of fact, and no representation is made that any of the estimates will be
realized.

AUTHORIZATION OF AND CERTIFICATION OF OFFICIAL STATEMENT

The delivery of this Official Statement has been duly authorized by the Board of
County Commissioners of St. Johns County, Florida. At the time of delivery of the
Series 1989 Bonds, the Chairman or Vice-Chairman of the Board of County
Commissioners will furnish his certificate to the effect that, to the best of his
knowledge, this Official Statement did not, as of its date, and does not as of the date of
delivery of the Series 1989 Bonds contain any untrue statement of a meterial fact or
omit to state a material fact necessary in order to make the statements made herein, in
light of the circumstances under which they are made, not misleading.

ST. JOHNS COUNTY, FLORIDA
BOARD OF COUNTY
COMMISSIONERS

oA oy (0L

Chairmal?/
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APPENDIX A
2715 Oak Street, Jocksonville, FL 32205 (904) 384-8772

Hart Engineers, Inc.

June 22, 1989

Honorable Chairman and Members,
Board of Commissioners of St. Johns County
*_tﬁq;{l‘ County Administration Building
4020 Lewis Speedway
St. Augustine, Florida 32084

New York, NY Attn: Mr. R. Daniel Castle

§§%#31 St. Johns County Administrator

Cherry HII]I. NJ

Eﬁmgdﬂ: Re: Mainland Utilities System Water and Sewer
e e, FL Revenue Bond Issue - Series 1989

Liberty Cormer, NJ Consulting Engineers’ Report

Pitisburgh, PA

Sacramenio, CA
washington, DC  Dear Mr. Castle:

In accordance with terms and conditions of your authorization of services
dated March 14, 1989, we are pleased to submit our Consuiting Engineers’
Report for inclusion in the Official Statement for the referenced utilities
revenue bond issue. This letter report summarizes evaluations by Hart
Engineers, Inc. (KART) of physical facilities of the existing Mainland
system; review of planned improvements and expansions thereof; operational
and managerial practices; and sales, revenue and expense history as a basis
for projections. Future gross revenues, 0 & M expenses and net revenues
available for servicing the proposed bonded debt have been projected, and
coverage factors have been determined based on the anticipated debt service
schedule for the proposed Series 1982 issue.

Our preparation of this letter report has drawn extensively on recent
investigations as reported in our Consulting Engineers’ Report on Water and
Sewer Rate Studies, Mainland Utilities Systems, April 1988. Preparation of
that report was based on information provided by the St. Johns County
Finance and Utilities Departments and by Public Financial Management, Inc.
(PFM), the County’s bond finance consultant. Assistance provided by these
agencies was invaluable in providing factual bases from which our rate
studies and this Report could be developed; we express our sincere
appreciation for their cooperation and assistance.

1. Summary

On completion of the improvements programs to be financed by proceeds of
the Series 1989 Revenue Bonds, facilities of the Mainland utilities systems
will comprise:

° Water supply and treatment facilities with capacity adeguate to serve
demands for a projected ten-year period exerted by all retail users in
the Mainland Water System’s service area and to provide finished water
for bulk sale to the County-owned Anastasia Sanitary District water
system.

- continued -
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* A gridded finished water transmission system throughout the more
heavily developed portion of the service area (a generally triangular
area bounded by the Matanzas River on the east, Florida East Coast
(FEC) Railway on the northwest, and Wildwood Drive on the west and
south) with transmission mains southerly therefrom in U.S. Highway 1
and southwesterly in S.R. 207 to serve increasing developments along
those corridors.

Ground storage reservoirs for finished water - 1.5 million gallons
(mg) at the Tillman Ridge treatment plant and 1.0 mg on Shore Drive
east of U.S. Highway 1 - and service pumps to pressurize stored water
for introduction into the transmission/distribution system. Storage
volume and ample service pump capacity are provided to permit storage
to be "drawn down" to meet short-term peak demand periods for finished
water throughout the system.

An initial capacity increment of a planned staged wastewater treatment
plant (0.25 million gallons per day - mgd) in the southwestern
quadrant of the S.R. 207 interchange at [-95, with treated effluent to
be disposed by spray irrigation on an adjacent County-owned golf

course. The plant is designed for ready and economical modular
expansion, with the initial expansion projected to be needed about
1996.

Raw wastewater transmission force main, discharging to the treatment
plant and extending northeasterly in S.R. 207 to the Dobbs Road
Intersection, with one intermediate transmission repumping station
near the entrance to Foxhill Estates Subdivision. The planning
concept provides for individual developments to provide their own
collection systems with pumping stations discharging through
manifolded connections into the force main. The initial main provides
hydraulic capacity adequate for a projected fifteen-year minimum
period to serve wastewater needs of the S.R. 207 corridor and future
extensions/branch mains (e.g., southerly along Dobbs Road or Wildwood
Drive). Future hydraulic capacity increases may be effected readily
and economically, as actual service demands dictate, by provision of
booster (repump) transmission system pumping stations at intervals
along the initial force main.

On completion of the planned program, all component facilities of both
systems will be new (ten-year or less age); of modern, energy-efficient,
low-maintenance design and construction features; and master planned for
staged, incremental expansion and extension to assure continuing adequacy
of capacity for the water and wastewater needs of a dynamic service area.
The systems are well operated and maintained by certified staffs of the St.
Johns County Utilities Department. Administrative policies are established
by the Board of Commissioners of St. Johns County. Administrative services
and financtal management are provided by professional staffs of the St.
Johns County Administrator and the Clerk of the Courts.

- continued -
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The existence of the County-owned Anastasia Sanitary District (ASD) system,
and its continuing dependence of the Mainland Water System (MWS) as its
sole reliable source of bulk water for distribution and resale, provides
financial strength and soundness to the Mainland system disproportionate to
its size in terms of present retail users. Revenues from bulk sales to ASD
will account for just under 61 percent of the Mainland systems’ gross
operating revenues in the initial operations year of the jmproved system
facilities (F.Y. 1991), gradually reducing to approximately 57 percent in
F Y. 1995. The magnitude and reliability of this revenue stream enables
the Mainland systems to undertake the major improvements programs,
providing reserve capacities for future service demands of residences and
businesses (potential retail users) in the dynamic service area at
reasonable rates and charges even while the existing retail user revenue
base remains quite limited. Fstablished County policy provides that
developers install water distribution and wastewater collection systems at
their expense, to County standards and subject to County inspection prior
to acceptance. The policy also assesses and collects demand-proportional
unit connection fees, the proceeds of which are deposited to restricted
capital improvements accounts to be used for construction of needed system
expansions and improvements (principally transmission mains to interconnect
new developments to existing system facilities). These policies provide
self-perpetuating means for "Fleshing out" the basic skeletal bond-financed
systems without necessitating issuance of additional bonds.

In summary, our investigations have found the Mainland systems to have been
soundly planned; in good physical condition; prudently administered and
well maintained; with atypically reliable revenues for systems of their
size; and readily expandable to meet projected strong growth in demands for
utilities services within their service area. Subsequent paragraphs set
forth the factors and features considered as a basis of these summary
conclusions.

2. Service Area - Service Population

The service area of the Mainland utilities systems is somewhat indefinitely
bounded. Systems’ facility planning has been guided generally by findings,
conclusions and recommendations of two prior engineering master plans, as
follows:

Master Plan Report for the Mainland Water System, St. Johns County,
Florida, Robert Bates & Associates, Inc., June, 1985.

Consulting Engineers’ Report, Wastewater System Master Planning for
State Road 207 - Interstate Highway 95 Service Area, St. Johns County,
Florida, Robert Bates & Associates, Inc., April, 1987.

The former Master Plan identified a potential or ultimate service area
bounded generally by the existing City of St. Augustine system service area
on the northeast, Matanzas.River on the east, the State Road 206 corridor
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on the south, the Interstate Highway 95 corridor on the west, and the FEC
Railway on the north. More realistically and for the intermediate term,
the Master Plan noted the system’s prior service to the St. Augustine South
area and areas immediately to the west and, based thereon, defined a
"priority" area, generally the northeastern portion of the "ultimate” area,
abutting the City service area and bounded by Matanzas River, FEC Railway
and Wildwood Drive. Developmental corridors from that area, southwesterly
along S.R. 207 and southerly along U.S. Highway 1 were anticipated.

The Mainland water system’s "priority" service area comprises 16.9 square
miles and is shown in Figure 1; the figure also shows the service area of
the County-owned Anastasia Sanitary District system, which is a bulk water
customer of the Mainland system.

Wastewater system master planning, developed several years after the
initial water system was in operation and providing potable water service
to appreciable, predominantly single-family residential development, noted
the general suitability of soils and water table for continued satisfactory
use of on-site septic tank-tile field disposal systems in much of the water
system’s prior service area. These higher, better-drained, sandy areas
predominate along the Matanzas River shoreline (e.g., St. Augustine South)
and as sand hills bounding the Moultrie Creek flood plain. The wastewater
report noted the fairly advanced state of development in areas suitable for
septic tank usage and the 1ikelihood that these areas can be built out to
ultimate single-family residential development with continued satisfactory
usage of septic tank systems, thereby obviating the need for central
sewerage. Conversely, the non-suitability of septic tanks in areas of high
groundwater and more concentrated development densities (multi-family
residential and commercial} was recognized. The deterrent effect of lack
of central sewerage on developmental potential was noted and the area of
greatest immediate future growth potential was identified as the corridor
along S.R. 207 from the City service area southwestward to and including
the I-95 interchange.

The wastewater report developed a facilities plan comprising treatment
plant and effluent disposal system (spray irrigation of County-owned golf
course) in the southwestern quadrant of the interchange and transmission
force main northeasterly in S.R. 207 to Dobbs Road. The planned facilities
provide immediate transmission and treatment capacity for service to
pending developments in the S.R. 207 corridor, with reserve capacity for
expanding (broadening) the service area by means of force main branches.
The treatment plant is expandable readily by addition of parailel
incremental capacity modules. When full initial design hydraulic capacity
of the transmission force main is attained, expansion will be effected
first by construction of booster repumping stations and, ultimately if
required, by paralleling the pipeline.

While the pressure sewer (pumping station and force main) transmission
system design concept is not rigidly constrained by natural topographic

- continued -
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features, as a practical matter the FEC Railway trackage is a northern/
northwestern boundary of this system’s cervice area. The U.S. Highway 1 -
01d Moultrie Road corridor is a practical eastern boundary. The area may
be extended somewhat indefinitely to the south by transmission/collection
force main extensions; logically, however, the area should extend to
include developments whose wastewaters can be collected to a future branch

transmission Force main in Wildwood Drive. Potentially, the wastewater
system service area boundaries may coincide generally with those of the
"priority" water system service area. It is considered most unlikely,

however, that County-owned system cervice will ever be extended into
established single-family residential areas where septic tank systems
function satisfactorily.

Figure 2 shows the extent of the potential service area (14.6 square miles)
of the planned wastewater improvements program, as discussed in preceding
paragraphs. As indicated, pending future construction of manifolded branch
transmission force mains, the immediate service area will be the State Road
207 corridor.

Growth potential in the service area is significant. North bound traffic
access to St. Augustine is necessarily via U.S. Highway 1 (an existing
four-laned primary highway) or from Interstate Highway 95, via State Road
207 (an existing two-lane facility for which Florida D.0.T. is proceeding
with plans for widening to four lanes). Major traffic movements from the
mainland to populous Anastasia Island are via State Road 312, with current
extension westerly from U.S. 1 to skirt the northeastern edge of the
service area. The recently completed County-owned golf course at the S.R.
207 interchange at I-95 provides a direly needed public recreation facility
and will "anchor" satellite residential and commercial developments around
the interchange. The interchange and the City of St. Augustine at the
southwestern and northeastern ends, respectively, will inevitably generate
additional commercial and residential developments in the intervening S5.R.
207 corridor. Similar quite dense commercial development along U.S. 1 to

south of Moultrie Creek has already been experienced in the recent past.

Major residential growth will occur in all parts of St. Johns County as
present County population is projected to more than double by the year
2010. Significant portions of total County growth will inevitably locate
in the service area in response 1o the stimuli of proximity and
accessibility to transportation routes, the City of St. Augustine,
established commercial/shopping areas and the Atlantic Ocean beaches on
Anastasia Island. Realization of the area’s developmental potential has
been hindered heretofore by unavailability of utility system services
(particularly wastewater).  Completion of planned improvements programs
will eliminate that deterrent.

Table No. 1 traces growth of the existing Mainland water system in terms of
active service connections and estimates population growth in the service
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area based on an assumed equivalent population of 3.0 persans per
connection.

The dynamism of the area is shown by the growth in the recent three-year
period (compounded annual rate of 15.9 percent). An independent measure of
dynamism (and pent up demand for utility services) is the County UtiTities
Director’s report that applications are on hand from four (4) pending
developments or development phases for a total of 374 water and wastewater
service connections as soon as planned facilities are available for
commitment of service.

TABLE NO. 1

HISTORIC GROWTH IN SERVICE CONNECTIONS AND
ESTIMATED POPULATION OF THE SERVICE AREA OF THE
MAINLAND WATER SYSTEM

Total Service Estimated
Date : Connections Population*
01-31-86 1,173 3,519
01-31-87 1,447 4,341
01-31-88 1,653 4,959
01-31-89 1,828 5,484

* Estimated at average 3.0 persons per connection.

3. System History

The Mainland system has not heretofore owned or operated a public
wastewater system. The history of the water system and a description of
its present facilities are set forth in succeeding paragraphs.

The Mainland Water System™ was constructed initially in 1980-1981 with
proceeds of a Community Facilities Loan and Grant from Farmers Home
Administration (FmHA), U.S. Department of Agriculture (USDA).  Principal
system facilities included:

° Water Supply - five (5) shallow wells in a well field on Tillman Ridge
west of Interstate 95 and north of County Road 214; the Tillman Ridge
field, with initial supply wells and additional shallow and deep
(Floridan aquifer) wells, was planned to be the principal source of
supply to both the Mainland Water System and the County-owned
Anastasia Sanitary District system,

- continued -
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° Raw Water Transmission Main - a 16-inch main from the well field,
generally easterly in County Rcad 214, Holmes Boulevard, Industrial
Park Road, Florida Power Company right-of-way and U.S. Highway 1 to
the Shore Drive water treatment plant,

* Water Treatment Plant - 1.0 mgd Time softening water treatment plant
on the south side of Shore Drive east of U.S. Highway 1; "Spiractor"
reactor, filters, chemical feed equipment, 1.0 mg finished water
ground storage reservoir and service pumping station,

: Finished Water Distribution System - 8-inch and smaller mains,
appurtenances and service connections, principally in the St.
Augustine South area (east of 0ld Moultrie Road and from Shore Drive
south to just north of Moultrie Creek},

¢ Pipeline Interconnection to ASD System - a 10-inch pipeline northward
from Shore Drive in U.S. Highway 1, then eastward in S.R. 312,
including bridge supported crossing of the Matanzas River, to connect
the MWS and ASD water systems.

During earlier years of system operation when finished water demands in the
two systems were lower, the Mainland system plant was operated to supply
finished water to both the MWS and ASD systems, the piping connection in
S.R. 312 being used as a finished water main. Upon completion and initial
operation of the ASD water treatment plant on 16th Street about three (3)
years ago, greater capacity and more economical operations were available
there. The S.R. 312 main was converted to raw water transfer usage and a
booster pump was installed to increase its hydraulic capacity. About the
same time, bowl stages were added to the existing Tillman Ridge shallow
well turbines and MWS acquired rights to, and effected renovations of, old
shallow wells oriented along Holmes Boulevard and previously used by the
City of St. Augustine as raw water supplies. The modified Tillman Ridge
wells and the renovated Holmes Boulevard wells continue to serve as the
total source of supply for the MWS system and the principal raw water
source for the ASD system, in the latter case being augmented by Timited
yields (0.75 mgd, nominal) from shallow and deep well supplies on Anastasia
Island during peak seasonal demand periods.

The MWS finished water transmission system has been extended incrementally
in recent years. Dead end mains now extend southward along U.S. Highway 1
to several thousand feet south of Wildwood Drive; in an easement at the
Tree of Life property from 01d Moultrie Road to Dobbs Road, then in Dobbs
Road to S.R. 207, then in S.R. 207 to the southwest side of I1-95; and in
Wildwood Drive (two (2) segments) extending several thousand feet south
from S.R. 207 and several thousand feet west from U.S. Highway 1. As these
mains have been extended, they have provided service to distribution
systems in developments along their routes. The effect has been
accelerating growth in numbers of connections and volumes of water sold.

- continued -
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The Rate Study Report, previously cited, traced historic growth of the MWS
water system in terms of number of service connections, at approximate
annual intervals from December 20, 1981, through January 1989. Total
retail connections increased from 645 to 1,173 in the nomirnal 4.1-year
period (December 20, 1981, through January 31, 1986), a total increase of
82 percent, and a compounded annual growth rate of 15.8 percent. More
recently, growth rates have been as shown in prior Table No. 1.

Funding for development of present system facilities has come from two
principal sources:

(1) As noted previously in this Paragraph 3, the initial program was
financed by Community Facilities loan (serial bonds) and grant funds
from FmHA, USDA. The outstanding bonds were sold to the private
sector about two years ago. The principal amount outstanding is
$2,270,000; portions of proceeds of the planned Series 1989 issue sale
will be used to refund the outstanding debt.

(2) The Mainland system assesses and collects capacity-based unit

connection fees from all new water system users. Collections are
deposited directly to a dedicated capital improvements account to
provide funding for system expansions and extensions. Developer

contributions, in the form of pre-paid unit connection fees, and funds
available from retained system earnings are also used for this
purpose. All transmission system extensions from the initial system
(described previously in this Paragraph 3) have been constructed using
these funds. From its inception, the Mainland wastewater system will
assess and collect unit connection fees, similar to the water system’s
historical practice, to provide funds for wastewater extensions and
expansions.

4, Proposed System Improvements

4.1 Water System Improvements

The planned improvements program includes water supply improvements, water
treatment plant construction, finished water storage reservoir and service
pumping station, and finished water transmission mains. Following
subparagraphs briefly describe the planned water system improvements.

a. Water Supply Improvements

Planned improvements include:
° Two (2) additional shallow supply wells in the existing Tillman

Ridge well field, with turbines and electric motors, to yield 400
gallons per minute (gpm) each.
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° Two (2) deep (Floridan aquifer) supply wells on the site of the
new Tillman Ridge water treatment plant, with turbines and
electric motors, to yield 2,100 galloens per minute (gpm) each.

° Well discharge piping connections and headers.to convey raw water
from the existing shallow wells and new wells to the new
treatment plant for lime softening treatment.

Emergency generator provisions to drive all well turbine motors
(existing and new wells, except existing wells with standby
engine drives) in event of primary power source failure;
auxiliary generator to have automalic transfer switch.

Supervisory control system to permit operator start-and-stop
control of all well motors remotely from operator station at the
new treatment plant.

b. Water Treatment Improvements

The planned facility is a lime softening treatment plant to be
constructed on a 20-acre site recently acquired by St. Johns County on
Tillman Ridge, north of County Road 214. Principal features and

treatment process units include:

Head tank/gravity aerator - one (1) unit, rated capacity - 7.0
magd .

"Claricone" solids contact reactor clarifiers - two (2) units,
rated capacity - 3.5 mgd each, 7.0 mgd total.

Recarbonation tank with carbon dioxide diffuser system - one (1)
unit, rated capacity 7.0 mgd.

Dual media filters - four (4} units, rated capacity - 5.0 magd,
total; plant laid out and piping stubbed for deferred addition of
two identical Filters (to be relocated from existing ASD plant)
to increase capacity to 7.0 mgd, total.

Chemical feed systems for lime, polymer, carbaon dioxide, ammonia
and chlorine; space reserved for future provision of soda ash
feed system - rated capacities 7.0 mgd each.
Clearwell and finished water transfer pumps.
Filter backwash system including backwash pumps, backwash water

recovery tank, recycle pumps and underflow (sediment) pumps to
waste.
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: Lime sludge blowdown treatment system including holding tank,
press feed pumps, polymer faed system, belt filter press for lime
sludge dewatering, sludge cake conveyer/loading system, and
standby lagoon.

° Operations building/laboratory and chemical feed building.

° Plant electrical system with auxiliary generator and automatic
transfer switch.

Yard piping system
Sitework

Finished Water Storage and Service Pumping Improvements

The improvements are planned to be constructed on the southern end of
the Tillman Ridge water plant site and will consist of:

° 1.5 million gallon ground storage reservoir for finished water,
of prestressed concrete construction.

Service pumping station, with multiple pumps, electric motor
driven, taking suction frem the ground storage reservoir and
discharging through discharge header connection to the existing
16-inch main in County Rcad 214; pumping station electrical
system to be interconnected to plant electrical system to provide
auxiliary generation, with automatic transfer switch, to drive
service pump motors during interruption of primary electric
supply service.

Finished Water Transmission Majns

The planned improvements program includes finished water transmission
mains, principally designed and located to reinforce the finished
water system’s transmission grid southward from State Road 207 and
westward from O1d Moultrie Road, to and including Wildwood Drive.
Specifically, locations, approximate lengths and diameters of planned
transmission mains are:

° Wildwood Drive - 8,800 L.F. of 10-inch main.

° Dobbs Road - 2,500 L.F. of 12-inch main (from existing 16-inch
main at Industrial Park Road south to Kings Estate Road) and
5,600 L.F. of 10-inch main (existing 16-inch main north to the
existing 10-inch main at “Tree of Life" connection)

¢ Kings Estate Road and St. Augustine Boulevard - 12,300 L.F. of
10-inch main (O1d Moultrie Road to S.R. 207).

- continued -
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e. Estimated Costs of Improvements

Fstimated construction costs, contingency allowances (at approximately
twenty percent of construction costs) and total estimated costs of
each improvement and of the overall planned water system program are

as follows:
Fstimated Costs

Improvement Construction Contingency Total
Water Supply 3 475,000 $ 95,000 § 570,000
Water Treatment 2,732,000 546,000 3,278,000
Storage and Service Pumping 800,000 160,000 960,000
Finished Water Transmission 430,000 86,000 516,000
TOTAL WATER SYSTEM PROGRAM $4,437,000 $887,000 $5,324,000

Financial planning is based on providing funding in the amount of
$5,324,000 to the Water Construction Fund. Planned sources of funding
are:

¢ Local Construction - $780,000 (transfer from MWS construction
account, available funding derived from unit connection fee
collections and prior years’ retained system earnings);

Bond Proceeds

4.2 Sewage System Improvements

The planned sewage system improvements constitute the initial-phase program
of the planned Mainland sewage system; heretofore, St. Johns County has not
"been in the sewage business" on the Mainland. The planned program
consists of sewage treatment and treated effluent storage facilities, and
of a raw sewage transmission facility to serve developments in the State
Road 207 corridor. Following subparagraphs briefly describe the planned
improvements.

a. Sewaqe Treatment Plant

The planned plant will be constructed on an approximate ten-acre
"utilities site" in the northeastern corner of the County-owned
Cypress Lakes golf course property in the southwestern quadrant of the
Interstate 95 interchange at State Road 207. Plant design capacity is
0.250 million gallons per day (mgd). Treatment will be secondary
treatment, principally by means of a factory-built, field-erected
extended aeration treatment plant. Effluent will be fine-media
filtered and chlorinated to meet Florida DER quality standards for
disposal by irrigation onto an area of uncontrolled public access
(e.g., a golf course). The design includes sTudge holding tank

- continued -
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provisions, with the intent that sludge be periodically hauled liquid
by tank truck to the Anastasia Sanitary District plant for dewatering.

b. Effluent Disposal

Effluent will be disposed by spray irrigation of the County-owned
Cypress lakes golf course. Irrigation pumps, piping and applicators
were constructed with the golf course development project (not in the
sewage program). To provide flexibility and continuity of treatment
operations during wet weather periods when irrigation is impractical,
provisions are made for temporary storage of treated effluent on the
treatment plant site. Specifically, the planned sewage system
improvements include a 1.15 millicn gallon concrete effluent storage
tank; tank size and configuration provide for its ready conversion to
an oxidation ditch type sewage treatment unit (1.0 mgd capacity) when
increasing flows require the plant be expanded. The plant project
also includes an effluent pump well and piping connection to the golf
course irrigation pumps.

C. Raw Sewaqge Transmission System

The planned program includes a raw sewage force main pipeline
extending from the treatment plant site to State Road 207, then
northeastward in State Road 207 to Dobbs Road. The pipeline consists
of approximately 16,600 L.F. of 16-inch main and 11,900 L.F. of 10-
inch main. The design concept s that the County system will provide
hydraulic pipeline capacity and that individual developments will be
served to on-site pumping staticns (installed by developers to County
specifications), discharging through manifolded connections to the
transmission force main. The size change (10-inch to 16-inch) is at a
point near Moultrie Creek and Wildwood Drive where a deferred
southerly transmission system branch will Tlogically be manifolded in
the future. Also, as actual flows and head losses increase in the
transmission piping, the Mainland system will necessarily construct
master "booster" stations at points along the main to increase
hydraulic capacity while limiting required pump discharge pressures at
the developer-installed tributary stations. The 1immediate program
includes one booster station, to be located near the entrance to
foxhill Estates Subdivision on the 10-inch portion of the main. The
station is a duplex self-priming pump installation with precast
concrete wetwell, mechanical and electrical equipment in aboveground
masonry pump house, and auxiliary gererator set (design operating
conditions-580 gallons per minute (gpm) vs. 65-foot total head
(T.H.)).

d. Estimated Costs of Improvements

Estimated construction costs, contingency allowances (at approximately
twenty percent of construction costs) and total estimated costs of

- continued -
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each improvement and of the overall planned wastewater system program
are as follows:

Fstimated Costs
Improvement Construction Contingency Total
Wastewater Treatment and
Effluent Storage $1,110,000 $222,000 $1,332,000
Wastewater Transmission System 717,300 143,700 861,000
TOTAL WASTEWATER PROGRAM $1,827,300 $365,700 $2,193,000

Financial planning is based on provision of funding in the amount of
$2,193,000 to the Sewage Construction Fund; all funding will be
provided from Bond proceeds.

5. Improved Systems

As planned and designed, the Mainland water supply and treatment facilities
constitute the single source of water for transmission and distribution to
supply all finished water demands throughout the potential service area of
the Mainland system and, ultimately, of the County-owned Anastasia Sanitary
District system. The velatively great sophistication and expense of
constructing and operating physical-chemical treatment units to remove
objectionable gaseous and dissolved solids constituents, both inorganic and
organic, and "economy of scale" tend to favor single larger treatment
facilities rather than multiple smaller facilities of equal total capacity.
The practicality of the "single plant concept” is further reinforced by the
economy and practicality of transmitting finished water over broad areas by
interconnected (gridded) piping systems, with remote storage reservoirs and
repumping stations as needed. With future additions of supply wells,
treatment plant capacity increments, transmission main extensions and
reinforcing interconnections, remote storage reservoirs and pumping
stations, all as warranted by actual patterns, densities and rates of
future development, the water system may be continuously expanded,
practically and feasibly, to serve indefinitely St. Johns County’s growing
needs for potable water.

While economy of scale considerations similarly favor centralization of
wastewater treatment facilities, other factors (notably pumping energy
requirements and septicity problems attendant to raw wastewater
transmission over extreme distances and preferability/practicality of land
disposal of effluent on dispersed sites with suitable soil and
hydrogeologic characteristics) favor regionalized wastewater systems rather
than a single County-wide system. The planned wastewater facilities are
expandable as a regional system to serve ultimate needs of the service area
described in prior Paragraph 2. In approximately one year, a similar
regional system, to be owned and operated by the Mainland utilities system
but not physically interconnected to the planned initial facilities, should

- continued -
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be provided to serve an area centered on State Road 16 north of the planned
program’s service area; initial facility and financial planning is in
progress. In the more distant future, a regional system may be warranted
along U.S. Highway 1 south and southeast of the initial planned system’s
service area. Llastly, the existing County-owned Anastasia Sanitary
District wastewater system will remain separate, with its own treatment
facility, to provide wastewater service to areas east of the Matanzas
River.

Succeeding paragraphs describe facilities and capacities of the Mainland
system’s water and wastewater facilities and capacities as the same will
exist on completion of the planned improvements programs; the descriptions
are relevant in the context of future service needs of the respective
ultimate service areas of the two systems as discussed above.

5.1 Water System
a. Water Supply

(1) Shallow Well Supplies: Seven (7) welis in the Tillman Ridge
field, capacity 400 gallons per minute (gpm) or 0.576 million
gallons per day (mgd) each. The system owns Five (5) additional
well sites and permanent easements for necessary interconnecting
pipelines. Maximum sustainable yield of the field is limited by
aquifer recharge rates and should be limited to 5.0 mgd total,
withdrawn through multiple small, dispersed wells.

(2) Deep Well Supplies: Two (2} wells into the Floridan aquifer,
capacity of each 2,100 gpm (3.0 mgd), wells located on the site
of the planned Tillman Ridge water treatment plant. Yields
obtainable from the Floridan aquifer, North Florida’s principal
potable water source, are virtually limitless. The water is
mineralized in the aquifer underlying St. Johns County, with
better quality obtainable at the Tillman Ridge site than
elsewhere. Deep and shallow well supplies may be blended in
proportions not exceeding 1:1 to provide a blended raw water
supply satisfactorily and economically treatable by 1lime
softening.

b. Water Treatment: On completion of the planned improvements progranm,

lime softening treatment capacity of 5.0 mgd, nominal, will be
available. Upon installation of two additional 18-foot diameter dual
media filters (existing units to be relocated from the Anastasia
Sanitary District plant) about 1991-1992, the plant’s capacity will be
increased to 7.0 mgd. The plant site (20 acres) is ample for future
construction of additional treatment capacity as needed. As more
reliance must be placed on deep well supplies in future years, the
plant expansion might suitably be of reverse osmosis (R.0.) or similar

- continued -
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E ;:; design more suitable for poorer quality (more highly mineralized)
1' unblended supply.
C. Finished Water Storage and Service Pumping: Capability to store

finished water and to pump it into the transmission/distribution
system at peak short-term demand rates is of particular value in that
it permits the treatment facility to be operated at steady-state daily
demand rates, excess output during low demand hours being diverted to
temporary storage from which it can subsequently be withdrawn to
augment treatment rate in meeting subsequent peak demands. The system
will have 2.5 million gallons (mg) of storage, a 1.5 mg ground storage
tank at the Tillman Ridge plant and a 1.0 mg tank at Shore Drive near
U.S. Highway 1 in the northeast corner of the service area. Each tank
will have an associated high head service pumping station.

d. Finished Water Transmission System: The finished water transmission
system in the service area proper will consist of gridded 12-inch, 10-
inch and 8-inch mains, principally as described in prior Paragraphs 3
and 4.1.d. Treated water from the plant will be transported a
distance of approximately 32,000 feet in the existing 16-inch main in
County Road 214 and Holmes Boulevard to connect into the gridded
system at State Road 207 and at other points further south and east
where the existing 16-inch main crosses existing and new finished
water transmission mains. The 16-inch main, presently in raw water
transmission usage, will be disinfected and converted to finished
water usage immediately upon the new treatment plant’s being placed
into initial operation. The extreme length of the main between the
plant and the gridded portion of the transmission system will result
in high head losses (pressure drops) and inordinate pumping energy
requirements and costs as service pumping rates increase to meet
increasing finished water demands. An early deferred system
improvement will be to increase hydraulic capacity in this segment,
ideally by constructing a generally parallel main, so routed as to
"reinforce" the existing main while also providing finished water
service in a corridor as yet unserved. A functional, but Jless
preferable, alternate would be provision of an intermediate booster
pumping installation along the existing main route to accommodate
increased pressure losses without necessitating excessive operating
pressure at any point.

e. Distribution Systems and Service Connections: Presently developed
properties in the service area are provided potable water service
through distribution systems interconnected to, and supplied water by,
the finished water transmission mains. Established County policy
requires developers to install distribution systems, at their expense,
in conformance to County standards and subject to satisfactory
inspection prior to acceptance. Completed systems are then deeded to
the County for ownership, operation and maintenance. Typically, the
developer stubs service connection piping to each lot and the County
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furnishes and instatls a service meter for each property when it is
initially occupied; a tapping fee is assessed against and collected
from the property owner when the meter is installed. For the next
several years, the single service connection to the County-owned
Anastasia Sanitary District system, a bulk water customer, will
continue to represent more sales volume and billing revenue than the
cumulative volume requirements and billing revenues of all retail
customers of the system. Anastasia Sanitary District is concurrently
constructing a 20-inch pipeline connection {bulk water service
connection) between the Mainland system (Shore Drive east of U.S.
Highway 1) and the ASD system. Approximately one half the capital
cost and more than 60 percent of initial years’ operating expenses of
the Mainland supply and treatment improvements are attributable to the
ASD water demands. These costs will be recovered by the Mainland
system through bulk water sales charges to ASD under terms of a
service contract between the systems.

5.2 Sewage System

Treatment, effluent disposal and ~aw wastewater transmission system
facilities will be solely those installed under the planned improvements
program as described in Paragraph 4.7. County policy regarding sewage
collection systems is similar to that for water distribution systems as
discussed in Paragraph 5.1.e. That is, developers are required to
construct collection systems, including gravity sewer laterals and sub-
mains, necessary collection system pumping stations and force mains, and
service connection piping stubbed to the property line, at their expense,
to County standards and subject to preacceptance inspection. As each
benefitted property is developed, the building sewer (service line)} is
installed by a Ticensed ptumber, subject to County inspection, and
connected to the stubbed service line.

6. System Growth

Historical growth of the water system, in terms of service connections in
the recent past, is as shown previously in Table No. 1. Future growth, in
numbers of connections, is projected conservatively at ten percent {10.0%)
annually through F.Y. 1993 and at eight percent (8.0%) annually thereafter
{in contrast to the 15.9 percent annual rate experienced January 1986 -
January 1989). In acknowledgemenl that some growth will occur within
predeveloped areas, with individual septic tank systems, although the
majority of growth will be as new planned developments requiring both water
and sewage service, sewage connection growth is projected at seventy
percent (70%) of the water system growth rate, from the initial date of
availability of County sewage service. The indirect projection method for
sewage system growth is necessary becalise there is no pre-existing Mainland
sewage system with historical operating data from which a direct projection
may be made.

- conrtinued -
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7. Rates., Revenues and Expenses

Our recently completed Consulting Engineers’ Report on Water and Sewer Rate
Studies, cited previously, with refinements thereto as subsequently
developed in concert with County Administrative and Finance staffs, has
concluded that water rates, sewer user fees, tapping fees and unit charges
for bulk water transfers to the Anastasia Sanitary District system should
be set as indicated in Table No. 2. The Commission has adopted the
schedule of rates, fees and charges summarized in Table No. 2 on May 23,
1989, effective date of adjustments to be Jume 15, 1989.  The modified
rates were established to generate revenues adequate to pay operations
expenses and service bonded debt as projected subsequently in Table No. 3.
Attachment A compares previous and adjusted rates of the Mainland system
and the County-owned ASD system with rates of other public or privately-
owned water and wastewater utilities in the vicinity.

In the course of preparation of our Consulting Engineers’ Report on Water
and Sewer Rate Studies, we examined published financial information from
st. Johns County, Florida, Annual Financial Reports, by Price Waterhouse,
for Fiscal Years ended September 30, 1985, 1986, 1987 and 1988. To obtain
greater detail as to specific functional purposes of expenditures, we have
also evaluated complete but unaudited chart-of-account expense records
provided by the St. Johns County Finance Department for the same most
recent four-year period. These data have been analyzed in conjunction with
information from Paragraph 5 and from sources cited previously in this
Paragraph 8 as input to Table No. 3.

Table No. 3 summarizes recent historical gross revenues and operating and
maintenance expenses; expensas are categorized as in the Annual Financial
Reports cited above. Based thereon, and on the more detailed evaluations
of the recent Water and Sewer Rate Studies, gross revenues, operating and
maintenance expenses and net revenues for fiscal Years ending September 30,
1989 through 1995 are shown. Projected operating and maintenance expenses
are categorized based on the Rate Studies Report projections, which
essentially are summations of projected Departmental expense totals from
intra-departmental functional subtotal projections.

Table No. 3 compares projected net revenues to debt service payments for
the proposed Series 1989 revenue bond issue. Debt service payment schedule
for the Series 1989 issue was provided by Public Financial Management,
Inc., for a 20-year serial bond issue. Debt service coverage ratios are
determined and debt service payments are deducted from total net revenue to
determine funds available for renewal and replacement. For comparison
purposes, the sums generally required by the Bond Ordinance for renewal and
replacement (five percent of the current year’s gross operating revenue)
are shown.

The table also shows annual projected amounts of unit connection fee
collections which may be pledged to debt service in accordance with
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covenants set forth in the Bond Ordinance. These annual amounts are added
to annual net revenues and the resulting totals are tested for compliance
with the covenant provision that minimum coverage of 1.20x must be
maintained by net revenue plus pledged unit connection fees.

The projections of Table No. 3 are considered conservative in that system
growth is projected at lower rates, in terms of numbers of connections for
the water system than that experienced in the recent past. See Paragraph
6. Billing volume projections, from which user charge revenues are
developed, are also conservative in that gradual decreases in average
volume billed per bill rendered are anticipated, a continuation of the
trending decreases reflected by historic billing information. Operating
expense projections incorporate both anticipated increases in system
service levels (growth in sales volumes) and an assumed 5.0 percent annual
cost escalator.

The table determines "Total Net Revenue" as the sum of "Net Operating
Revenue" and "Other Income". In that computation, "Other Income" excludes
unit connection fee collections. Debt service coverage factor is projected
as 1.294x in F.Y. 1990, the first ful) year of revenues from adjusted rates
and with the debt service requirement of the Series 1989 1issue being
interest only. Projected coverage factor decreases to 1.238x in F.Y. 1991
when increased operating expenses of improved water system facilities and
full year’s expenses of the wastewater system are experienced concurrent
with the first typical year of debt service (principal retirement as well
as interest payment). Coverage is then projected to increase steadily to
1.554x in F.Y. 1995, as operating revenue increases from projected system
growth significantly outpace operating expense increases resulting both
from growth and cost escalatijon. In all years, the projected coverage
factor, from Total Net Revenue exceeds the 1.10x minimum covenanted by the
Bond Ordinance.

Table No. 3 also determines gross revenues to be adequate to:
(a) Pay all operating and maintenance expenses.

(b) Make principal and interest payments on the proposed Series 1989
revenue bond issue when the same come due while maintaining coverage
factors exceeding the minimum required by the Bond Ordinance.

{c) Fund a continuing program of system renewal and replacement at annual
expenditure Tleveis at least equal to five percent of current gross
operating revenues.

Moreover, the projections of Table No. 3 are based on operating revenues
generated by schedules of water rates, sewer service charges and other fees
and charges as adjusted by the Board of County Commissioners on May 23,
1989, and as shown in Table No. 2. Thus, barring resumption of rates of
inflation significantly greater than that incorporated into the

- contirued -
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projections, Table No. 3 indicates that the system will operate with
increasing net revenues, with no further rate increases required for the
next six years.

Lastly, Table No. 3 depicts the test for debt service coverage in Fiscal
Years 1990-1995, based on the sum of net revenues and pledged unit
connection fee income, with the amount pledged in any year being limited by
covenants of the Bond Ordinance to the lesser of: (a) total projected
annual unit connection fee income, or ({b) the product of “expansion
percentage" and total annual debt service payment. We have determined the
expansion percentage to be 45.0 percent, and have found the pledged amount
to be limited by "expansion percentage" in F.Y. 1990 and F.Y. 1993. In the
other years tested, total unit connection fee income limits the pledged
amount. Coverage factors so determined are 1.744x in F.Y. 1990, reducing
to 1.615x in F.Y. 1991, then steadily increasing to 1.986x in F.Y. 1995. In
all years, the projected coverage factor significantly exceeds the 1.20x
minimum coverage covenanted by the Bond Ordinance.

9. Conclusiogn

We appreciate the opportunity to provide consulting engineering services in
conjunction with the planned Revenue Bond Issue. We stand ready, upon
request, to provide any needed further assistance to you, your financial
consultants or bond counsel, in completing the Official Statement and
bringing the issue to market.

Respectfully submitted,
HART ENGINEERS, INC.

,%M@?/:
Robert L. Bates, Jr., P.E.

Vice President
RLB/jcw

Attachments




TABLE NO. 2
PREVIOUS AND ADJUSTED RATES, FEES AND CHARGES

(Adjustments Adopted May 23, 1989; Effective Date June 15, 1989, unless
otherwise noted)

USER CHARGES Previous Adjusted

WATER RATES - Monthly
Minimum (4,000 gallons Allowed) $7.95 $13.10
Overage (per 1,000 gallons) 2.05 3.40

SEWER USER FEES - Monthly

Minimum (4,000 gatlons Allowed) n.a. $13.35
Overage (per 1,000 gallons) n.a. 3.15
TAPPING FEES
Water Meter Size Previous Adjusted
3/4-1inch $ 200.00 $ 300.00
1-inch 275.00 412.50
1:-inch 800.00 1,200.00
2-inch 1,200.00 1,800.00
3-inch 2,500.00 3,750.00
4-inch 4,000.00 6,000.00
6-inch 6,500.00 9,750.00
BULK WATER SALES - Unit Cost per 1,000 gallons
Previous Charge: $1.25 per 1,000 gallons - raw water
Adjusted Charge: Time Period Unit Cost Water Characteristic
October 1, 1989 - September 30, 1990* $1.25 Raw
October 1, 1990* - September 30, 1992 2.70 Finished
October 1, 1992 - September 30, 1995 2.60 Finished

*

*k

Note:

Adjust date of rate change to actual date of initial finished water
purchase.

UNIT CONNECTION FEES

Previous Adjusted
Water (per gpd)* $1.25 $3.00
Sewer (per gpd)* n.a.** 3.80

Based on schedule of typical volume usages per dwelling unit type or
establishment type; schedule is incorporated in Rate Ordinance.

n.a. - Not applicable; there has been no previous sewer system, hence
no previous sewer unit connection fees.

Unit connection fees are pledged to repayment of bonded debt per
covenants of the Bond Ordinance. "Excess" unit connection fee
collections not actually required for debt service payments will
continue to be used for capital improvements of the systems. See
discussion of historical practices and typical prior improvements in
Paragraph 3.
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ATTACHMENT A

COMPARISON OF PREVIOUS AND ADJUSTED RATES

WITH THOSE OF OTHER SYSTEMS IN THE VICINITY

Water Rates Sewer User Fees
Monthly Overage Monthly Overage
Charge for per Charge for per
SYSTEM 4,000 gal. 1,000 gal. 4,000 gal. 1,000 gal.
MAINLAND - Previous $ 7.95 $ 2.00 n.a. n.a.
- Adjusted 13.10 3.40 $13.35 $ 3.15
ASD - Previous 9.15 2.35 9.30 2.15
- Adjusted 12.85 3.35 13.05 3.05
St. Augustine - In City 14.26 2.90 18.37 3.34
- Qutside 17.85 3.65 23.48 4.68
Jacksonville Beach 8.53 0.92 11.96 2.99
Ormond Beach 9.70 1.70 13.58 2.38
Daytona Beach 8.92 1.44 9.60 2.09
Daytona Shores* 8.92 1.44 9.56 2.39
Palatka - In City 5.90 1.00 9.00 1.00%**
- Qutside 7.37 1.47 11.25 1.22
St. Augustine Shores 28.18 3.29 28.45 3.4p%%*
Port Orange 11.60 2.30 13.50 3.00

* Water served by City of Daytona Beach system.
**  Billing capped at 12,000 gallon monthly use.
*** Billing capped at 6,000 gallon monthly use.

Note: Tabulation based on rate information provided to the Engineer by the
St. Johns County Director of Utilities.
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APPENDIX "B"
GENERAL INFORMATION CONCERNING THE COUNTY

THE FOLLOWING INFORMATION CONCERNING ST. JOHNS COUNTY, FLORIDA IS
INCLUDED ONLY FOR THE PURPOSE OF PROVIDING GENERAL BACKGROUND
INFORMATION.

Location

St. Johns County {the "County") encompasses approximately 608 square miles and is
located in the Northeast reglon of the State of Florida. The County is located directly
south of Duval County, Florida, and it is bordered on the west by the St. Johns River, on
the south by Flagler County, and on the east by the Atlantic Ocean.

There are four incorporated municipalities located in the County: St. Augustine,
Hastings, portions of Marineland, and St. Augustine Beach. St. Augustine, which was
founded in 1585, is the oldest permanent European settlement in the United States and is
the County Seat.

Population
St. Johns County currently ranks 32nd out of Florida's 67 counties in gross population
and ranks sixth statewide in the percentage change in population growth from 1980 to

1988.

St. Johns County has experienced steady population growth, as shown below:

Year Population
1940 U.S. Census 20,012
1950 U.S. Census 24,998
1960 U.S. Census 30,034
1970 U.S. Census 31,025
1980 U.S. Census 51,303
1985 Estimate (1) 68,822
1986 Estimate (1) 73,093
1987 Estimate (1) 75,133
1988 Estimate (1) 80,278

(1) University of Florida Bureau of Economic and Business Research
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Commerce and Industry

While tourism ranks high in the economy with more than one million visitors
annually, manufacturing and commercial activities, including boat building, food
processing, airplane modification and repair, book binding, aluminum extrusion and
commereia] fishing play key roles. The County is also the location of the general offices
of the Florida East Coast Railway and the headquarters for the Florida Department of
Military Affairs.

The strength of the employment growth and the steady growth in population has
brought a corresponding inerease in housing construction. From 1981 to 1985, multi-
family eonstruction exceeded that for single-family units, but the high population growth
in 1986 generated a demand for single family housing as well as retailing and service
employment.

Agriculture

Agribusiness remains & key sector of the state and the Northeast region's economy.
Agriculture is a major industry in St. Johns County and in 1988 provided the County with
on-farm revenue in excess of $35 million.

St. Johns County is known as the potato and cabbage capital of Florida, and leads
the other counties in Florida in value of these products., Agriculture commodities
produced in the County and their respective values for 1988 are as follows:

Potatoes $21,200,000
Cabbage 1,700,000
Other Vegetables 2,000,000
Forest Products 4,000,000
Livestock and Dairy 2,000,000
Corn and Grain Sorghum 500,000
Cut Flowers and Nurseries 3,500,000
Poultry 1,000,000
Total $35,900,000

Source: Florida Department of Agriculture St. Johns County Extension Service, 1988.

The County's temperate climate with a mean temperature of 70 degrees fahrenheit
and an average annual rainfall of 50 inches make it ideal for the agriculture products
described above.




Employment

The following table shows employment by category for September, 1988.

Number of Percentage of
Distribution Employees Total
Manufacturing 3,264 13.71%
Construction 1,131 4,75
Transportation, Communieations
& Utilities 387 1.63
Wholesale Trade 735 3.09
Retail Trade 6,263 26.31
Finance, Insurance and Real Estate 847 3.56
Service 6,599 27.72
Government 4,086 17.17
Agriculture (Except Domestics, Self
Employed, Unpaid Family Workers and
Seasonal Workers) __ 490 2.08
TOTAL 23,802 100.00%

Source: State of Florida, Department of Labor and Employment Security, Edited ES-
202 Report




Major Employers

The following table shows the major employers in
approximate level of employment as of May, 1989.

Establishment

St. Johns County School
Board

Grumman St. Augustine
Corporation

St. Johns County

Florida School for the
Deaf and Blind

V.AW. of America, Inc.
Tree of Life, Inc.

Luhrs Corporation

Parker Hannifan Corporation

Florida Department of
Military Affairs

City of St. Augustine

Flagler College

Florida East Coast Railway

Tensolite Company

Wise Foods {Division of
Borden, Inc.)

St. Augustine Record Ine.

§t. Johns County and their

Approximate

Product Employment
Education 1,493
Airceraft overhaul and 1,150
modification
County Government 772
Educational Institution 620
Aluminum Extrusion 400
Health Food Distributor 300
Pleasure Crafts/Sport 230
Fishing Boats
Manufacturing 225
Florida National Guard 211
Headquarters
Municipal Government 205
Four-year Liberal Arts 200
College
Interstate Railroad 150
Freight & Express
Hi-tech Wire Insulation 100
Potato Chip Manufacturer 30
Daily Newspaper 85

Source: St. Augustine and St. Johns County Chamber of Commerce, State of Florida
1989 Directory of Florida Industries and personal contact.




Tourism and Recreation

A combination of favorable climate and available recreational activities including
public beaches, tennis courts, golf courses and cultural performances has made tourism a
major industry in the County. Each year, more than one million people visit the County
to tour its 300 year old fortress, utilize the recreation facilities and to enjoy the
antiquity of the nation's oldest city.

Transportation Facilities

Air: Commercial airline service is available at the Jacksonville International
Airport located approximately 60 miles north of St. Augustine. The Daytona Beach
Regional Airport is approximately 55 miles south of St. Augustine. Charter flights and
flight training are available at the St. Augustine Municipal Airport.

Land: Three major north/south highways, Interstate 95, U.S. 1 and State Route AlA,
serve the County. Bus transportation is provided by Greyhound with 11 northbound and
11 scuthbound buses each day.

Rail: The County is served by the Floride East Coast Railway with freight service
only. Amtrak and piggyback facilities are located in Jacksonville, 38 miles north of the
County.

Waterways: The Port of St. Augustine provides access to the St. Augustine Inlet, the
Intracoastal Waterway and the Atlantic Ocean. The nearest deep water Port is Mayport
near Jacksonville, approximately 36 miles north of the County.

Health Care Facilities

Medical facilities are provided by Flagler Hospital, which has 115 beds, and the St.
Augustine General Hospital, which has 115 beds. There are approximately 102 physicians
in the area, including specialists in most fields. The County has six nursing homes; two
of which are funded by the County and four of which are private establishments.

Education

The publie school system is operated by the County under authority of the St. Johns
County School Board of Public Instruction. There are nine elementary schools, three
middle schools, one junior-senlor high sehool, one high sehool, an exceptional c¢hild eenter
(ungraded), two elementary parochial schools, a parochial high school, a tri-county



Vocational and Technical Center, and Flagler College, which is a four-year llberal arts
constitution in which more than 1,000 students are enrolled. The State operates the
Florida School for the Deaf and Blind in St. Augustine with primary school through senior
high school levels.

Source: St. Augustine and St. Johns County Chamber of Commerce, 1988.

ST. JOHNS COUNTY, FLORIDA
CIVILIAN LABOR FORCE

(unadjusted)

Civilian State

Labor Unemployment Unemployment
Year Force Employment Unemployment Rate Rate
1979 18,260 16,961 1,299 7.1% 6.0%
1980 21,272 19,662 1,609 7.6 5.9
1981 22,716 20,936 1,780 7.8 6.8
1982 23,924 21,709 2,215 9.3 8.2
1983 24,752 22,073 2,679 10.8 B.6
1984 29,212 26,953 2,259 7.7 6.3
1985 31,263 28,953 2,310 7.4 6.0
1986 35,097 32,815 2,282 6.5 5.7
1987 37,681 35,471 2,210 5.9 5.3
1988 38,781 36,761 2,020 5.2 5.0
1989 38,569 36,474 2,095 5.4 4.7

Note: Figures for 1989 are preliminary as of March, 1989

Source: Florida Department of Labor and Employment Security, Bureau of Research
and Information.
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ST. JOHNS COUNTY, FLORIDA
TAXABLE ASSESSED PROPERTY VALUATIONS

Total Taxable

Non-Exempt Non-Exempt Non-Exempt Assessed

Real Property Personal Utlilities Property
Year Valuations Valuations Railroad Valuatlons

! 19717 $ 588,705,978 $ 62,714,130 $ 6,377,056 $ 657,797,164

1978 628,833,959 65,572,400 7,534,157 701,940,516
1979 867,457,915 72,027,005 7,784,257 741,269,177
1980 732,710,802 89,720,340 9,631,143 832,062,285
1981 815,236,870 104,378,309 7,857,790 927,472,969
1982 1,124,581,258 120,428,374 10,138,271 1,255,147,903
1983 1,223,400,247 144,639,034 12,030,202 1,380,069,483
1984 1,390,251,339 164,456,858 7,626,145 1,562,334,342
1985 1,670,984,3562 185,401,615 8,022,393 1,864,408,360
1986 1,962,247,284 206,521,804 1,072,961 2,169,842,049
1987 2,184,537,016 233,803,639 14,441,818 2,432,782,473
1988 2,462,124,391 244,414,748 15,577,014 2,722,116,153
Note: Florida East Coast Railway is involved in litigation with respect to railroad

taxes in 1986.

Source: State of Florida, Department of Revenue, Florida Ad Valorem Valuatlons and
Tax Data.

ST. JOHNS COUNTY, FLORIDA
AD VALOREM TAX LEVIES AND COLLECTIONS

Delinquent
Property Total Tax % of Levy Tax

Year Taxes Levied Collections(l) Collected(2) Uncollected
1980 $12,923,730 $12,708,385 98.33% $ 215,345
1981 16,539,045 16,208,819 98.00 330,226
1982 19,836,859 19,635,820 98.99 201,039
1983 23,677,638 23,320,383 98.49 357,255
1984 25,229,244 24,805,582 98.32 423,662
1985 31,295,519 31,042,190 99.19 253,329
1986 35,941,927 35,594,355 99.03 347,572
1987 40,160,327 39,785,685 99.07 374,642
1988(3) 46,143,338 43,844,842 95.02 2,298,496

Source: State of Florida, Department of Revenue, Florida Ad Valorem Valuations and
Tax Data, 1980-1987, Tax Collector, St. Johns County, 1988.
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(1)

(2

(3)

Aggregate amount of tax collections as of close-out of fiscal year ending
September 30, which includes the aggregate amount of discounts actually
taken by texpayers as allowed by Florida law. A 4% discount is allowed if the
taxes are paid in November with the discount deeclining by 1% each month
thereafter. Total tax eollections include current taxes paid, tax certificate
proceeds, delinquent tax payments upon taxable personal property, and any
prior period payments on County-held tax certificates.

Represents percentage of current gross collections (total collections plus
discounts taken) to property taxes levied.

The process is not complete until the sale of tax certificates.
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Honorable Chairman and Members,

Board of Commissioners of St. Johns County
June 22, 1989

Page Eight

The Rate Study Report, previously cited, traced historic growth of the MWS
water system in terms of number of service connections, at approximate
annual intervals from December 20, 1981, through January 1989. Total
retail connections increased from 645 to 1,173 in the nominal 4.1-year
period (December 20, 1981, through January 31, 1986), a total increase of
82 percent, and a compounded annual growth rate of 15.8 percent. More
recently, growth rates have been as shown in prior Table No. 1.

Funding for development of present system facilities has come from two
principal sources:

(1) As noted previously in this Paragraph 3, the initial program was
financed by Community Facilities loan (serial bonds) and grant funds
from FmHA, USDA. The outstanding bonds were sold to the private
sector about two years ago. The principal amount outstanding 1is
$2,270,000; portions of proceeds of the planned Series 1989 issue sale
will be used to refund the outstanding debt.

(2) The Mainland system assesses and collects capacity-based unit

connection fees from all new water system users. Collections are
deposited directly to a dedicated capital improvements account to
provide funding for system expansions and extensions. Developer

contributions, in the form of pre-paid unit connection fees, and funds
available from retained system earnings are also used for this
purpose. A1l transmission system extensions from the initial system
(described previously in this Paragraph 3) have been constructed using
these funds. From its inception, the Mainland wastewater system will
assess and collect unit connection fees, similar to the water system’s
historical practice, to provide funds for wastewater extensions and
expansions.

4. Proposed System Improvements

4.1 Water System Improvements

The planned improvements program includes water supply improvements, water
treatment plant construction, finished water storage reservoir and service
pumping station, and finished water transmission mains. Following
subparagraphs briefly describe the planned water system improvements.

a. Water Supply Improvements

Planned improvements include:

o Two (2) additional shallow supply wells in the existing Tillman
Ridge well field, with turbines and electric motors, to yield 400

gallons per minute (gpm) each.

- continued -



ST. JOHNS COUNTY, FLORIDA
NET DEBT STATEMENT

August 1, 1989

(Adjusted to give effect to the issuance of the Series 1989 Bonds)
for St. Johns County and Anastasia Sanitary District

Non-Self Self
Supporting Supporting
Revenue Bonds Revenue Bonds

General
Obligation
Direct Debt Bonds
St. Johns County, Florida
Board of County Commissioners
Certificates of Indebtedness
(Courthouse Construetion and
Repair) Dated 7/1/66 $ 165,000
Limited Ad Valorem Tax Refunding
Bonds, Series 1389 4,475,000
General Obligation Bonds,
Series 1989 8,190,000

Refunding Revenue Bonds, Dated
10/15/86 ($2,550,000 less
$144,000 in Reserve Account)

Water and Sewer Refunding
Revenue Bonds, Dated 8/15/86
(55,120,000 less $477,825 in
Reserve Account)

Anastasia Sanitary
District, Water and
Sewer Hevenue Bonds,
Series 1989*

St. Johns County
Water and Sewer
Revenue Bonds,
Series 1989%

Water Revenue Bonds,
Dated 6/15/81 (Being refunded
by the County's Series 1989 Bonds})

*Preliminary, subject to change
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$ 2,406,000

$4,642,175

5,405,000

9,300,000

2,267,000



CONTINUED

General Non-Self Self
Obligation  Supporting Supporting
Bonds Revenue Bonds Revenue Bonds

Direct Debt Continued

Capital Improvement Revenue

Bonds, Series 1987A

($2,775,000 less

$200,619 in Reserve Account) 2,074,381

Transportation Improvement
Revenue Bonds, Series 1988 12,495,000

Total Direct Debt $12,830,000 $17,475,381 $21,614,175

Underlying Debt

City of St. Augustine, Florida

Water and Sewer Revenue

Refunding Bonds, Series

1986 ($27,930,000 less

$2,929,234 in Reserve Account) $25,000,766

Cigarette Tax Bonds, Issue of
1961 ($120,000), Issue of 1971
($185,000) ($305,000 less $ 148,987
$156,013 in Reserve Account)

Gusaranteed Entitlement Revenue
Bonds, Series 1989 2,200,000

Public Service Tax Revenue
Bonds, Series 1988 4,000,000

St. Augustine Airport

Authority Distriet

St. Augustine Airport

Authority Bonds, Dated

2/1/65 {District is comprised

of approximately 1/4 of the

County's area) $ 275,000

B-10



CONTINUED

Underlying Debt Continued

City of Hastings, Florida
Water and Sewer Bonds
($196,000 less $13,246 in
Reserve Account)

St. Johns County

Board of Publie Instruction
Certificates of Indebtedness
Dated 6/1/67 ($560,000

less $103,435 in Reserve
Account)

Total Underlying Debt

Total Direct and
Underlying Debt

General Non-Self Self
Obligation  Supporting Supporting
Bonds Revenue Bonds Revenue Bonds
$ 182,754
$ 456,565
$ 275,000 $ 6,805,552 $25,183,520
$13,105,000 $24,280,933 $46,797,695

B-11



DEBT RATIOS

Direct and Underlying General Obligation Debt $13,105,000
Per Capita $163.25
As a Percent of Taxable Assessed Valuation .4B%
As a Percent of Total Assessed Valuation .38%
Direct and Underlying General Obligation and

Non-Self Supporting Revenue Debt $37,385,933
Per Capita $465.71
As a Percent of Taxable Assessed Veluation 1.37%
As a Percent of Total Assessed Valuation 1.07%
1988 Estimated St. Johns County Population 80,278
1988 Taxable Assessed Valuation for St. Johns County $2,722,116,153
1988 Total Assessed Valuation for St. Johns County $3,483,940,622

Police and Fire Protection

St. Johns County is served by the Sheriff's Department, which has approximately 250
full and part-time employees ineluding deputies, the detective divisicn, communications,
jail and administrative personnel. There are sixteen fire stations operating within the
County, served by volunteers. The Fire Department operates a special rescue unit
manned by trained emergency medical technicians.

Government

St. Johns County has a five-member Board of County Commissioners elected for
staggered terms of four years. The Board of County Commissioners will be increased to
seven members in 1990. The Chairman and Vice-Chairman are elected by the Board.
The Board apportions and levies County taxes and controls the expenditure of all County
funds, except for schools, which are controlled by the Board of Public instruction. The
budget year of the County runs from October 1 to the following September 30.
Operating revenue is raised from ad valorem texes and real and personal property taxes,
with supplements from State and federal sources for county roads, welfare and health.
The Board operates a county road system and has power to establish, build, maintain,
repair, protect, and preserve these facilities. The Board may issue bonds for all lawful
purposes. The Boerd correlates and is responsible for various types of elections in the
County. Other elected officials serving county-wide are a five-member Board of Publie
Instruction, a Superintendent of Public Instruction, a Property Appraiser, a Tax
Collector, a Supervisor of Elections, a Sheriff, and a Clerk of the Cireuit Court who is
also Ex-Officio Clerk of the Board of County Commissioners. The Board appoints a
County Administrator who serves at the will of the Board.
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APPENDIX C

ST. JOHNS COUNTY, FLORIDA
BOARD OF COUNTY COMMISSIONERS
COMPONENT UNIT FINANCIAI STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 1988
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2500 Independenl Square Telephone 904 355 6500
Jacksonville, FL 32202

Price Waterhouse '{l’

December 16, 1988

Board of County Commissioners
St. Johns County, Florida

We have audited the accompanying component unit financial
statements of the Board of County Commissioners of St. Johns
county, Florida for the year ended September 30, 1988 as
listed in the table of contents. These financial statements
are the responsibility of the Board’s management. Our
responsibility is to express an opinion on these financial
statements based on our audit.

Wwe conducted our audit in accordance with generally accepted
auditing standards. These standards require that we plan
the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An
audit includes examining on a test basis, evidence
supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting
principles used and significant estimates made by Board
officials, as well as evaluating overall financial statement
presentation. We believe that our audit provides a
reasonable basis for our opinion.

The financial statements referred to above include only the
financial activities of the oversight unit. Financial
activities of other component units that form the reporting
entity are not included.

In our opinion, the financial statements referred to above
present fairly in all material respects, the financial
position of the Board of County commissioners of St. Johns
County, Florida and the results of its operations and the
changes in financial position for its proprietary fund types
for the year then ended, in conformity with generally
accepted accounting principles.
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December 16, 1988
Board of County Commissioners
Page 2

our audit was made for the purpose of forming an opinion on
the component unit financial statements taken as a whole.
The supplemental information for the proprietary fund types
as listed in the table of contents is presented for purpose
of additional analysis and is not a required part of the
component unit financial statements of the Board of County
Commissioners. Such information has been subjected to the
auditing procedures applied in the audit of the component
unit financial statements and, in our opinion, is stated
fairly in all material respects in relation to the component
unit financial statements.

O e

Certified Public Accountants
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Assets

Cash

[nvestments, at cost

Receivables (net of
al lowance for
uncollectibles):

Accounts
Special assessments

Due from other county
funds

Due from other govern-
ments

Inventory, at cost

Restricted assets:
Investment, at cost

Land

Buildings and improve-
ments

Water and Sewer Systems

Furniture and equipment

Accumulated depreciation

Prepaid expenses

Construction in progress

Amount available in Debt
Service Funds

Amount to be provided for
retirement of general
long-term debt

Amount to be provided for
retirement of general
long-term compensated
absences payable

Total assets

ST. JOHNS COUNTY, FLORIDA

BOARD OF COUNTY COMMISSIONERS

COMBIMED BALANCE SHEET

ALL FUND TYPES AND ACCOUNT GROUPS

SEPTEMBER 30, 1988

Account Groups

Governmental Fund Types Proprietary Gereral Totals
Special Debt Capitat Fund Types Fixed Long-Term (Memorandum
General Revenue Service Projects Enterprise Assets Debt only)

$ (696,128) 8 B42,432 % 18,847 $ 47,921 £ 213,072
2,512,839 5,655,934 695,117 514,907,953 2,297,643 26,069,486
22,238 428,683 450,921
362 1,556 1,918
1,127,819 32,532 24,176 1,184,527
287,969 361,913 649,882
119,442 119,442

2,419,061 2,619,061

801,848 81,643, 745 2,445,593

398,507 15,631,057 16,029,564

13,095,332 9,561,852 22,657,184

1,181,445 1,181,445
(2,140,831) (2,140,831

150,400 150,400

£14,835 3,310,840 3,725,675

£ 713,963 713,963

22,201,037 22,201,037

256,222 254,222

£3,255.099 36,892,811 $713 964 $14,909,509 $19,238,462 330,147,494 $23,169,222 398,326,561

See Accompanying Notes to Financial Statements.
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Liabilities and Fund
Equity

Liabilities:

Vouchers payable and
accrued liabilities

Customer deposits

bue to individuals

pue to other county
funds

Due to other govern-
mental units

Other liabilities

Revenue bonds payable

General obligation bonds
payable

Lease purchase agree-
ments

General long-term com-
pensated absences
payable

Total liabilities

Fund equity:
Investment in general
fixed assets
Contributed capital
(net of amortization)
Retained earnings:
Unreserved
Fund balances:
Reserved:
Capital outlay
Retirement of
long-term debt
Unreserved

Total fund equity

Total lLiabilities
and fund equity

ST. JOHNS COUNTY, FLORIDA

BOARD OF COUNTY COMMISSIONERS

BUARL L e ————

COMBINED BALANCE SHEET

A

ALL FUND TYPES AND ACCOUNT GROUPS

ALL PN S A e ———————

SEPTEMBER 30, 1988

Account Groups

Governmental Fund_Types Proprietary General Totals
special Debt Capital Fund_Types Fixed Long-Term (Memorandum

General Revenue Service Projects Enterprise Assets Debt Only)
$ 776,503 5 643,113 s 262,959 8 276,164 L 1,958,74i
277,701 6,708 367,123 451,532
26,244 12 23,280 49,536
135,666 15 135,681
63,845 63,845
7,397,577 $17,990,000 25,387,577
4,925,000 4,925,000
45,877 254,222 300,099
1,279,959 649 848 262,959 _ 8,110,023 23,169,222 33,472,014
330,147,494 $30,147,494
6,818,889 6,818,889
4,309,550 4,309,550
14,646,550 14,646,550
$713,964 713,964
1,975,140 _6,242,963 8,218,103
1,975,140 6,242,963 713,964 14,646,550 11,128,439 30, 147,494 64 854,550
$3 255,099 $6,892,811 $713,06L $1£,909,509 $19 238,462 $30,147,494 $23,169,222 $98,326,561

See Accompanying Notes to Financial Statements.
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ST. JOHNS COUNTY, FLORIDA
BOARD OF COUNTY COMMISSIONERS

COMBINED STATEMENT OF REVENUES, EXPENDITURES

AND CHANGES IN_FUND BALANCE

ALL GOVERNMEWTAL FUND TYPES

FOR_THE YEAR ENDED SEPTEMBER 30, 1988

Totals
Special Debt Capital (Memorandum
General Revenue Service Project Only)
Revenues:
Taxes $13,108,992 % &,155,681 $1,029,750 3 34 $20,294,457
Special assessments
levied 516,259 516,259
Licenses and permits 803,967 803,967
Federal shared revenues 151 151
State revenues:
Shared revenues 3,406,774 1,620,852 1,359,877 6,387,503
Grants 123,199 789,390 20,375 932,964
Local grants and shared
COSTS 16,313 38,488 54,801
Charges for services BB1,244 556,621 1,437,885
Fines and forfeitures 886,662 BB6, 6462
Interest income 388,508 335,543 169,995 925,570 1,819,614
Miscel laneous revenue 198, 738 37,041 42 274 278,053
Total revenues 19,814,548 10,049,875 2,559,422 988,253 33,412,298
Expenditures:
Current:
General goverpment 3,713,429 8,388 3,721,817
Public sefety 5,164,850 1,090,075 159,030 6,413,955
Physical environment 269,855 16,467 316,322
Transportation 3,115,189 3,115,189
Economic environment 37,214 406,580 443 794
Human services 721,383 &1 721,444
Culture and recreation 913,724 273,136 51,356 1,238,216
Capital outlay 1,595,885 3,472,278 3,934,424 9,002,587
Debt service:
Principal retirement 1,180,000 1,180,000
Interest and fiscal
charges 1,272,408 1,272,408
Total expenditures 12,446 340 8,357 319 2,452,408 4,169,645 27,425,732
Excess (deficit) of
revenues over expen-
ditures 7,368,208 1,692,556 107,214 (3,181,412) 5,986,566
Other fimancing sources
{uses):
Operating transfers in Q03,499 250,449 136,198 134,000 1,426,146
Operating transfers out (B,421,776) (106,674) (1356,198) (8,664,668)
Bond proceeds and other
uses {15,636) (13,964) 15,252,530 15,222,930
Extess (deficit) of
revenues and other
sources over expendi-
tures and other uses (165,705) 1,822,367 243,412 12,070,920 13,970,9%4
Furd balance, beginning
of year 2,140 845 4,420,596 470,552 __ 2,575,630 9 607 623

Fund balance, end of year $ 1,975,140 & &, 242 963 $ 713,964 $14,646,550 $23,578,617

See Accompanying Notes to Financial Statements.
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ST. JOHNS COUNTY, FLORIDA

BOARD OF COUNTY COMMISSIONERS

ALL GOVERNMENTAL FUND TYPES

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES 1N _FUND BALANCE - BUDGET AND ACTUAL

FOR THE YEAR ENDED SEPTEMBER 30, 1988

General Furd Special Revenue Funds
Variance variance
Favorable Favorable
Budget Actual (Unfavorable) Budget Actual (Unfavoragble)
Revenues:
Taxes $£13,979,248 $13,108,992 $(870,256) & 5,760,105 % 6,155,681 $ 395,576
special assessments levied ' 50,900 516,25% 465,359
Licenses and permits B19,175 BO3, 967 (15,208}
Federal revenues:
shared revenues
Grants
Qther 151 151
State revenues:
Shared revenues 2,998,729 3,606,774 408,045 1,740,000 1,620,852 (119,148)
Grants 172,940 123,199 (49,751) 300,016 789,3%0 489,374
Local granis and shared costs 2,160 16,313 14,153 29,347 38,488 9,141
Charges for services 757,767 BA1, 244 123,477 LEB, 96T 556,621 87,654
Fines and forfeitures 844,343 886,662 42,319
Interest income 281,000 388,508 107,508 204,600 335,543 130,943
Miscel laneous revenue 98 000 198, 738 100,738 5,400 37 041 31,661
Total revenues 19,953,362 19,814 548 (138,814) 8,559,335 10,049,873 1,490,540
Expenditures:
Current:
General government 4,588,B44 3,713,429 875,415
public safety 5,309,598 5,164,850 144 ,BLB 1,180,880 1,090,075 90,805
Physical environment 333,508 299,855 34,053
Transportation 3,846,298 3,115,189 731,109
Economic environment 37,218 37,214 i 406,580 (406,580)
Human services 727,281 721,383 5,898 62 61 1
Culture and recreation 1,016,084 913,724 102,360 285,107 273,136 11,971
Capital outlay 1,744,379 1,595,885 148,494 6,296,483 3,472,278 2,824,205
pDebt service:
Principal retirement
Interest and fiscal charges
Total expenditures 13,757,412 12,446,340 1,311,072 11,408,830 8,357, 31% 3,251,511
Excess (deficit) of reven-
ues over expenditures 6,195,950 7,368,208 1,172,258 (3,049,495) 1,692,556 4,742,051
other {inancing sources (uses):
Operating transfers in 496,674 903,499 406,825 250,449 250,449
Operating transfers {out) (B,498,806) (8,£21,776) 77,030 €106,674) (106,674)
other non-expenditures (15,647) (15,636} 11 (13 ,964) (13, 964)
Excess (deficit) of reven-
uves and other sources over
expenditures and other uses  (1,821,829) (165,705 1,656,124 (2,919,684) 1,822,367 4,742,051
Fund balance, beginning of year 2,960, 845 2,140,845 4,620,596 4 420,596
Fund balance, end of year s 319,016 51,973,140 $1.656,12¢ 5 1,500,912 & 6,262,963 $4, 762 051

See Accompanying Notes to Fimancial Statements.
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5T. JOHNS COUNTY, FLORIDA

BOARD OF COUNTY COMMISSI1ONERS

ALL GOVERNMENTAL FUND TYPES

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES [N FUND BALANCE - BUDGET AND ACTUAL

FOR_THE YEAR ENDED SEPTEMBER 30, 1938

Debt Service Funds Capital Projects Funds
Variance Variance
Favorable Favorable
Budget Actual (Unfavorable) Budger Actual (Unfavorable)
Revenues:
Taxes $1,055,349 $£1,029,750 $(25,599) $ 34 8 34
Special assessments levied
Licenses and permits
Federal revenues:
Shared revenues
Grants
Other
State revenues:
Shared revenues 1,359,877 1,359,877
Grants s 103,425 20,375 (83,050}
Local grants and shared costs
Charges for services
Fines and forfeiture
Interest income 63,385 169,995 106,609 158,500 925,570 767,070
Miscel laneous revenue 42,274 42,274
Total revenues 2,478,612 2,559,622 81,010 261,925 988,253 726,328
Expenditures:
Current:
General government 8,388 (8,388)
Public safety 159,030 (159,030)
Physical environment 16, 467 (16,467
Transportation
Economic environment
Human services
Culture and recreation 51,356 (51,356)
tapital outlay 16,851,624 3,934,424 12,917,200
Debt service:
Principal retirement 1,185,000 1,180,000 5,000
Interest and fiscal charges 1,317,302 1,272,£08 [
Total expenditures 2,502,302 2,652,408 49,894 16,851,624 4, 169,665 12,681,959
Excess (deficit) of reven-
ues over expenditures (23,46%0) 107,214 130,904 (16,589,699)  (3,181,412) 13,408,287
Other fimancinmg sources (uses):
Operating transfers in 136,198 136,198 136,000 136,000
Operating transfers (out) (136,198) (136,198)
Other non-expenditures : 15,252,530 15,252,530
Excess (deficit) of reven-
ues and other sources over
expenditures and other uses 112,508 243,412 130, 904 (16,589,897 12,070,920 28,640,817
Fund balance, beginning of year 470,552 470,552 2,575,630 2,575,630
Fund balance, end of year $ 583,060 $ 713, 964 $130,90¢  $(14,014,267) $14,646,550 328,660,817

See Accompanying Notes to Financial Statements.
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ST. JOHNS COUNTY, FLORIDA

BOARD OF COUNTY COMMISS1ONERS

ALL GOVERWMENTAL FUND TYPES

COMBINED STATEMENT OF REVENUES, EXPENDITURES AND

CHANGES IN FUND BALANCE - BUDGET AND ACTUAL

fOR THE YEAR ENDED SEPTEMBER 30, 1988

Combined Totals (Memorarndum Only)

Variance
Favorable
Budget Actual {Unfavorable)
Revenues:
Taxes $20,794,702  $20,294 457 $ (500,245)
Special assessments levied 50,900 516,259 465,359
Licenses and permits 819,175 803,967 (15,208)
Federal revenues:
Shared revenues
Grants
Other 151 151
State revenues:
Shared revenues 6,098,606 6,387,503 288,897
Grants 576,381 932,964 356,583
Local grants and shared costs 31,507 54,801 23,294
Charges for services 1,226,734 1,437,865 211,131
Fines and forfeiture 844,343 886, 662 L2,319
Interest income 707,486 1,819,614 1,112,130
Miscel laneous revenue 105,400 278 053 174,653
Total revenues 31,253,234 33,412,298 2,159 064
Expenditures:
Current:
General goverrment 4,588,B4L 3,721,817 867,027
Public safety 6,490,578 6,413,955 76,623
Physical enviromment 333,908 316,322 17,586
Transportation 3,844,298 3,115,189 731,109
Economic environment 37,218 L83, 794 (406,576%
Human services 727,343 721,444 5,899
Culture and recreation 1,301, 1" 1,238,216 62,975
Capital outlay 24,892,486 9,002,587 15,889,899
Debt service:
Principal retirement 1,185,000 1,180,000 5,000
Interest and fiscal charges 1,317,302 1,272,408 44,894
Total expenditures 44 720,168 27,425,732 17,294,436
Excess (deficit) of reven-
ues gver expenditures (13,466,934) 5,986,566 19,453,500
Other financing sources (uses):
Operating transfers in 1,019,321 1,426,146 406,825
Operating transfers (out) (B,741,678) (B,664,648) 77,030
Other non-expenditures (29,611) _15,222,930 15,252,541

Excess (deficit) of reven-
ues and other sources over
experditures and other uses (21,218,902 13,970,994 35,189,896

Fund balance, beginning of year 9,607,623 9,607, 623
Fund balance, end of year ($11,611,279) 823,578,617 335,189,896

See Accompanying Notes to Financial Statements.
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ST. JOHNS COUNTY, FLORIDA
BOARD OF COUNTY COMMISSTICONERS

COMBINED STATEMENT OF REVENUES AND EXPENDITURES
AND CHANGES TIN_RETAINED EARNINGS
PROPRIETARY FUND TYPES

FOR THE YEAR ENDED SEPTEMBER 30, 1988

ENTERPRISE
Operating revenues:
Water sales $1,720,687
Sewage treatment charges 900,198
Service fees 1,896,488
Total operating revenues 4,517,373
Operating expenses:
Contractual services 307,085
Salaries and employee benefits 1,283,855
Other operating expenses 709,404
Maintenance 453,317
Depreciation 492,052
Total operating expenses 3,245,713
Operating income 1,271,660
Non-operating revenues (expenses):
Interest income 309,465
Interest expense {510,815)
Other revenues 3,203
Other expenses (44,429)
Total non-operating revenues (expenses) (242,576)
Net income : 1,029,084
Add depreciation on fixed assets
acquired by grants externally
restricted for capital acqui-
sitions and construction that
reduces contributed capital 131,255
Increase in retained earnings 1,160,339
Retained earnings, beginning of year 3,149,211
Retained earnings, end of year $4,309,550

See Accompanying Notes to Financial Statements.
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ST. JOHNS COUNTY, FLORIDA
BOARD OF COQUNTY COMMISSIONERS
COMBINED STATEMENT OF CHANGES IN FINANCTAL POSITION
PROPRIETARY FUND TYPES
FOR THE YEAR ENDED SEPTEMBER 30, 1988

Cash was provided by:
Net income
Add (deduct) items not affecting cash:

ENTERPRISE

$1,029,084

Depreciation 492,052
Amortization of bond discount 3,888
Increase in accounts receivable (139,658)
Increase in inventory (6,002)
Increase in accounts payable and
accrued liabilities 175,977
Change in other current assets
and liabilities 1,848
Cash provided by operations 1,557,099
Capital contributions 1,029,765
Increase in customer deposits 38,018
Increase in compensated absences payable 22,974
Total cash provided 2,647 ,B56
Cash was used for:
Net additions to fixed assets 1,868,689
Increase in restricted assets 294,728
Reduction of long-term debt 121,000
Total cash used 2,284,417
Net jincrease in cash and investments 363,439
cash and investments, beginning of year 1,982,125
cash and investments, end of year $2,345,564

See Accompanying Notes to Financial Statements.
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ST. JOHNS COUNTY, FLORIDA
BOARD OF COUNTY COMMISSIONERS
NOTES TQO FINANCIAL STATEMENTS

NOTE_1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

St. Johns County, Florida (the County) is an instrument of
the State of Florida established to carry on a centralized
county government. The financial statements include
organizations, activities and functions where elected
officials of the County exercise oversight responsibility.
Oversight responsibility includes final decision-making
authority and accountability for fiscal matters, designation
of management and the ability to influence operations.

The following is a summary of the significant accounting
principles and policies used in the preparation of these
financial statements.

Basis of Presentation - The financial statements presented

represent the combined financial statements of the Board of
County Commissioners (the Board), part of St. Johns County,
Florida.

The public schools within St. Johns County are operated by
the St. Johns County School Board, an independent entity,
and are excluded from these financial statements as are the
assets, liabilities and operations of other independent
authorities and agencies.

Although the Anastasia Sanitary District is an independent
authority, its financial statements are included because it
is governed by the same persons who constitute the Board of
County Commissioners. The assets and revenues are not
available to the County and the County is not liable for any
expenses or liabilities of Anastasia.

The Board records its financial transactions in numerous
individual funds and two account groups. A fund is an
independent fiscal and accounting entity with a
self-balancing set of accounts which is established to
account for specific activities or functions. For reporting
purposes, the various funds of a governmental entity are
classified into three basic fund types (governmental,
proprietary and fiduciary funds) and two account groups
(general fixed assets and general long term debt).
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All governmental funds and expendable trust funds (a
fiduciary fund type) are accounted for on a spending or
“financial flow" measurement focus. This means that only
current assets and current liabilities are generally
included on their balance sheets. Their reported fund
balance (net current assets) is considered a measure of
navailable spendable resources."

Governmental fund operating statements present increases
(revenues and other financial sources) and decreases
(expenditures and other financial uses) in net current
assets. Accordingly, they are said to present a summary of
sources and uses of "available spendable resources" during a
pericd.

All proprietary funds are accounted for on a cost of
services or "capital maintenance" measurement focus. This
means that all assets and all liabilities (whether current
or noncurrent) associated with their activity are included
on their balance sheets. Their reported fund equity (net
total assets) is segregated into contributed capital and
retained earnings components. Proprietary fund type
operating statements present increases (revenues) and
decreases (expenses) in net total assets.

All fiduciary funds are used to account for assets held by a
governmental unit in a trustee capacity or as an agent for
individuals, private organizations, other governmental units
and/or other funds. Each fiduciary fund is classified for
accounting measurement purposes as either a governmental
fund or a proprietary fund.

The columns entitled "Totals (Memorandum Only)" are included
for information purposes only and are not comparable to
consolidated financial information. The basic reporting
entities are fund types which utilize different bases of
accounting. 1In addition, interfund type eliminations have
not been made in arriving at the amounts included in these
celumns.

Purposes of Funds and Account Groups - The Board of County
Commissioners uses the following funds and account groups:
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Governmental Fund Types

o The General Fund is used to account for the general
operations of the Board which are not accounted for in
another fund. All general operating revenues which are
not restricted or designated as to use by outside
scurces are recorded in the General Fund.

o Special Revenue Funds are operating funds used to
account for revenues which are restricted or designated
as to use by outside sources.

o Debt Service Funds are used to account for the payment
of principal, interest and related costs of general
long-term debt. Debt service revenues are primarily
from property taxes or state-shared revenues.

o Capital Project Funds are used to account for resources
designated to construct or acquire general fixed assets
and major improvements other than those. financed by
special assessments or enterprise funds.

Proprietary Fund Types

o Enterprise Funds are used to account for water and sewer
services that are financed and operated in a manner
similar to profit-oriented business enterprises. The
costs of providing these services to the general public
are financed or recovered primarily through user
charges.

Fiduciary Fund Types

o Trust and Agency Funds are used to account for assets
held by the Board as trustee or agent.

Account Groups

o The General Fixed Asset Account Group is used to
account for those fixed assets owned by the Board of
County Commissiocners except those accounted for in the
Enterprise Funds.

o The General Long-Term Debt Account Group is used to
account for the outstanding principal balances of
general long-term debt and for accrued compensated
absences payable.



Basis of Accounting - The combined financial statements have
been prepared in conformity with the accounting principles
and reporting guidelines of the Governmental Accounting
Standards Board.

The accounts of the governmental fund types are maintained

on the modified accrual basis. Under the modified accrual

basis expenditures are recorded at the time liabilities are
incurred except accrued interest on general long-term debt

which is recorded when due; revenues are recorded when they
are both measurable and available.

The financial statements of the enterprise funds are
prepared on the accrual basis.

Expenditures for the overall accounting and investment
function are recorded in the General Fund, except where
there is a contractual regquirement to record such
expenditures in another type fund or account group.

Budget - Expenditures are controlled by appropriations in
accordance with the budget requirements set forth in the
Florida Statutes.

The budgeted revenues and expenditures in the accompanying
financial statements reflect all amendments approved by the
Board of County Commissioners.

cash and Investments - The County‘s bank accounts are
covered by federal depository insurance. Investments
include cash in excess of operating requirements which is
invested with the State of Florida Board of Administration,
an investment pool controlled by a state agency. Funds can
be transferred directly between the County’s insured banking
institution and the state investment fund. Investment
income is recorded in the General Fund, except where there
is a contractual requirement to record such revenues in
another fund. Investments are stated at cost which
approximates market value.

Inventories - Inventories included in the enterprise funds
consist primarily of utility stores. The inventory is
valued at the lower of first-in first-out cost or market.
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Ad Valorem Property Taxes - The County assesses property

taxes effective in November of each year. Taxpayers are
given five months within which to pay the tax, while a
discount commencing at 4% and declining by 1% each
additional month is allowed if taxes are paid within this
five month periocd. After that time, the Board sells tax
certificates to collect unpaid taxes and any applicable
penalties and interest. The County holds the certificates
for up to two years, at which time it can apply for a tax
deed to the property if taxes remain unpaid.

Interfund Transactions - During the course of normal
operations, the County has various transactions between
funds. Those transactions which are operating subsidies are
recorded as transfers.

NOTE 2 - CASH AND TNVESTMENTS

The County’s cash and investments are as follows:

Carrying
Amount Fund
Insured Deposits (FDIC) $ 710,173 Govern-
mental Pool
Insured Deposits (FDIC) 78,700 Enterprise
Investment in state investment pool 23,521,405 Govern-
_ mental Pool

Investment in state investment pool 4,212,652 Enterprise
Small business administration

participation certificates

(government insured) 46,379 General
Financing Corporation strip coupons

(government insured) 204,059 General
U.S. Treasury Bills, held by banking

institution 471,179 Enterprise
U.5. Treasury Note, held by banking

institution : 32,873 Enterprise
Less: outstanding checks and other

reconciling items (2,994,862)

Total cash and investments $26,282,558
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NOTE 3 - FIXED ASSETS

General Fixed Assets (Governmental Funds) - General fixed
assets are recorded at cost as capital outlay in the
purchasing fund at the time of acquisition. Rights-of-way
and infrastructure improvements, such as roads and bridges,
are not carried as assets. No depreciation is provided on
those assets capitalized in the General Fixed Asset Account

Group.

The County capitalizes major expenditures for additions and
improvements. Expenditures for maintenance and repairs are
charged to operations. The general fixed assets used in the
operations of the Board of County Commissioners, Clerk of
the Circuit and County Courts, Property Appraiser,
Supervisor of Elections and Tax Collector are accounted for
by the Board as it holds legal title and is accountable for
them under Florida law.

The following is a schedule of changes in fixed assets of
the General Fixed Asset Account Group for the fiscal year
ended September 30, 1988:

September 30, September 30,
1987 Additions Dispositions 1988
Land $ 1,605,870 $ 37,875 $ 1,643,745
Buildings
and improve-
ments 14,578,378 1,181,703 S 129,024 15,631,057
Furniture and
equipment 10,988,504 1,916,411 3,343,063 9,561,852

Equipment under

lease-purchase

agreement
Construction

in progress 981,378 3,467,254 1,137,792 3,310,840

$28,154,130 $6,603,243 $4,609,879 $30,147,494

Fixed Assets (Enterprise Funds) - Acquisitions by the enterprise
funds are capitalized at cost. Those acquired prior to 1972 are
recorded at the 1971 appralsed market values. Assets are
depreciated using the straight-line method over the estimated
lives of the assets, which range from 10 to 50 years. Major
expenditures for additions and improvements are capitalized.
Expenditures for maintenance and repairs are charged to

operations.
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September 30,

September 30,

1987 Additions Dispositions 1988

Land S 199,439 $ 602,409 $ 801,848
Buildings

and improve-

ments 303,868 94,6329 198,507
Water and

sewer system 13,015,033 B0O,299 13,095,332
Equipment 473,787 707,658 1,181,445
Construction

in progress 31,151 383,684 414,835
Less: Ac- 14,023,278 1,868,689 15,891,967
cumulated de-

preciation (1,648,778) {492,0853) (2,140,831)

$12,374,500 51,376,636 5 $13,751,136

NOTE 4 - TINTERFUND BATLANCES

The summary of individual interfund balances at September 30,

1988 follows:

General Fund

Board of County Commissioners

Special Revenue

Fire District

County Transportation
Elkton Drainage District
Vilano Street Lighting
St. Augustine South

Street-Lighting

Enterprise

Anastasia Sanitary District

Mainland Water System

Teotal
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Due from Due to
other county other county
funds funds
$1,127,819 $26,244
32,269 12

28

67

168
32,532 12
24,176 304

24,176

$1,184,527

22,976

—23,280

$49,536



NOTE 5 - IONG-TERM DEBT

Long-term debt transactions of the County for the year ended

September 30, 1988 are summarized below:

General
Government Enterprise

Long-term debt payable
at September 30, 1987 $11,482,249 §7,537,592

Issuance of long-term
debt 17,180,000

Amortization of debt
issuance discount 3,888

Sinking fund payments &

maturities (5,510,000) (121,000)
Increase (decrease)

in liability for

compensated absences 16,973 22,974

Long-term debt payable
at September 30, 1988 $23,169,222 $7,443,454

Total

$19,019,841

17,180,000

3,888

(5,631, 000)

39,947

$30,612,676

Long-term debt at September 30, 1987 is comprised of the following

individual issues:

General Government:-
Revenue bonds:

$12,495,000 1988 Transportation
Improvement Revenue Bonds secured by
local option gas tax due in annual
installments of $360,000 to $1,140,000
through October 1, 2007; interest at
5.1% to 7.625% payable semi-

annually
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$3,140,000 1987 Capital Improvement

Revenue Bonds secured by state

guaranteed entitlement revenues and

parimutuel taxes, due in annual

installments of $195,000 to $350,000

through July 1, 2000; interest

at 5.0% to 7.875% payable semi-annually $ 2,945,000

$4,060,000 1986 Refunding Revenue Bonds

secured by half-cent sales tax

revenues, due in annual installment of

$740,000 to $895,000 through Octocber 1,

1991; interests

at 4.25% to 5.50% payable semi-annually 2,550,000

17,990,000

General obligation bonds:
$1,300,000 1966 General Bonds due in
annual installments of $65,000 to
$85,000 through July 1, 1991; interest
at 4.4% to 5.5% payable semi-annually 240,000

$468,000 1988 Limited Ad Valorem Tax
Refunding Bonds due in annual

installments of $210,000 to $470,000
through March 1, 2003; interest at 5%

to 7.3% payable Semi-annually 4,685,000

General long-term compensated absences 4,925,000

payable _ 254,222

Total General Government $23,169,222
Enterprise:

Revenue bonds:
$2,422,700 1981 Water Revenue Bonds
secured by County water and sewer
revenues, due in annual installments of
$26,000 to $137,000 through September
1, 2020; interest at 5% payable
annually $2,267,000
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$5,400,000 1986 Water and Sewer
Refunding Revenue Bonds secured by
County water and sewer revenues, due 1in
annual installments of $90,000 to
$460,000 through June 1, 2011; interest
at 4.25% to 7.75% payable semi-annually

(less unamortized discount of $89,423) 5,130,577
7,397,577

Enterprise long-term compensated
absences payable 45,877
Total Enterprise $7,443,454

The annual requirements to amortize all debt outstanding as of
September 30, 1988, including interest payments of $15,583,795
and $8,230,417 for general government and enterprise fund debt,
respectively, are as follows:

Year ending, General
September 30 Government Enterprise Total
1989 3,128,305 621,662 3,749,967
1990 3,13%,275 617,863 3,757,138
1991 3,144,295 623,812 3,768,107
1992 2,105,780 620,788 2,726,568
1993 2,105,945 625,187 2,731,132
1994~-Thereafter 24,875,195 12,608,105 37,483,300
538,498,795 $15,717,417 $54,216,212

The bond resolutions authorizing each of the above debt
obligations specified certain restrictive covenants. The bond
restrictions require establishment of separate funds to control
the order in which pledged proceeds are utilized by the County.
The pledged proceeds in excess of debt service regquirements may be
used for any lawful purpose at the discretion of the Board of
County Commissioners.

In February, 1988 the County issued $4,685,000 in General
Obligation Bonds with an average interest rate of 6.3 percent to
advance refund $4,330,000 of outstanding 1983 Series bonds with an
average interest rate of 7.7 percent. The net proceeds of
$4,547,000 (after payment of $138,000 in underwriting fees,
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insurance, and other issuance costs) were used to purchase U.S.
government securities. Those securities were deposited in an
irrevocable trust with an escrow agent to provide for all future
debt service payments on the 1983 Series bonds. As a result, the
1983 Series bonds are considered to be defeased and the liability
for those bonds has been removed from the general long-term debt
account group.

The County advance refunded the 1983 Series bonds to reduce its
total debt service payments over the next 15 years by
approximately $153,000 and to obtain an economic gain (difference
between the present values of the debt service payments on the old
and new debt) of approximately $105,000.

In prior years the County defeased certain other general
obligation and other bonds by placing the proceeds of new bonds in
an irrevocable trust to provide for all future debt service
payments on the old bonds. Accordingly, the trust account assets
and the liability for the defeased bonds are not included in the
financial statements.

NOTE 6 — DEFINED CONTRIBUTION RETIREMENT PLAN

The Board provides benefits for substantially all of its employees
through a defined contribution plan under the State of Florida
retirement system. 1In a non-contributory defined contribution
plan, benefits depend solely on amounts contributed to the plan by
the Board plus investment earnings. Employees are eligible to
participate from the date of employment. State legislation
requires that the County contribute an amount equal to a
percentage of the employee’s gross compensation each month. The
County’s contributions for each employee are based on employment
status (regular members - 13.38%, special risk members - 15.35%,
and elected county officers - 17.43%). Members are vested after
ten years continous service and unvested County contributions for
employees who leave employment before ten years of service are
retained in the Florida Retirement System.

The Board’s total payroll in fiscal year 1988 was $6,963,457. The
County’s contributions were calculated using the gross
compensation for the employees and County contributions of
$948,897 were recorded as expenditures or expenses during the
current year.
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NOTE 7 - COMMITMENTS AND CONTINGENT LIABILITIES

Grants

Amounts received or receivable from grantor agencies are subject
to audit and adjustment by grantor agencies, principally the
federal government. Any disallowed claims, including amounts
already collected, could constitute liabilities of the applicable
funds. Management does not .anticipate any such disallowances.

Litigation

The Board is involved in various litigation arising in the normal
course of governmental operations. The legal proceedings are
not, in the opinion of the County Attorney, likely to have a
material adverse impact on the Board’s financial position.
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ST. JOHNS COUNTY, FLORIDA

BOARD OF COUNTY COMMISSIONERS
COMBINING BALANCE SHEET

PROPRIETARY FUND TYPES
SEPTEMBER 30, 1988

Anastasia Mainland solid
Sanitary Water Waste
District System Fund Totals
fissets
Cash L 46,492 % 6re s 750 % 47,921
Investments, at cost 787,587 1,388,472 121,384 2,297,643
Accounts receivable (net of
allowance for uncollectibles) 228,480 65,229 134,974 428,683
bue from other funds 24,176 246,176
Inventory, at cost 119,442 119,442
Other assets 150,400 150,400
Restricted assets:
Investments, at cost 2,128,311 282,160 8,590 2,419,061
Land 163,909 35,530 602,409 801,848
Buildings and improvements 249,234 54,634 4,639 398,507
Water and sewer systems 8,571,264 4,624,068 13,095,332
Furniture and equipment L93 109 63,958 624,378 1,181,445
Accumulated depreciation (1,189,436) (866,116) (85,279) (2,140,831
Construction in progress 105,091 309,744 414,835
Total assets $11,778,059 %5,958,558 $1,501,845 $19,238 467
Liabilities and Fund Equity
Liabilities:
Vouchers payable and accrued
liabilities s 162,089 $ 56,705 $ 57,372 %8 276,166
Due to other funds 304 22,976 23,280
Customer deposits 299,901 58,632 8,590 367,123
Revenue bonds payable 5,130,577 2,267,000 7,397,577
Compensated absences 25,310 20,567 45,877
Total liabilities 5,618,184 2,405,313 86,529 8_110,023
Fund equity:
Contributed capital (net
of smortization) 4,027,060 2,146,031 645,798 6,818,889
Retained earnings:
Reserved for bond debt service
Unreserved 2,132,818 1,407,214 769,518 4,309,550
Total fund equity 6,159,878 3,553,245 1,415,316 11,128,439
Total liabilities and
fund equity $11, 778,059 35,958,558 §1,501,8B45 $10,238,462
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Operating revenues:
Water sales
Sewage treatment

charges

Service fees
Total operating
revenues

Operating expenses:
Contractual services

Salaries and benefits

Operating expenses
Maintenance
Depreciation
Total operating
expenses

Operating income

Nonoperating revenues
(expenses):
Interest 1ncome
Interest expense
Other revenues
Other expenses
Total nomoperating

revenues {(expenses)

Net profit (loss)

Add depreciation on fixed
assets acquired by grants
externally restricted for
capital acquisitions and
construction that reduces

contributed capital

Increase {(decrease) in
retained earnings

Retained earnings,
beginning of year

Retained earnings, end
of year

ST. JOHNS COUNTY,

FLORIDA

BOARD OF COUNTY COMMISSIOMERS

COMBINING STATEMENT OF REVENUES, EXPENSES

AND CHANGES IN RETAINED EARNINGS

PROPRIETARY FUND TYPES

SEPTEMBER 30, 1988

e ————— e

Anastasia Mainland Solid
Sanitary Water Waste

District System Fund Eliminations Totals
31,387,598 $ 742,066 $(408,977) $1,720,687
900,198 200,198
51,277 29,950 $1,815,261 1,896,488
2,339,073 772,016 1,815,261 (4DB,977) 4,517, 373
504,475 157,924 194,826 (550, 140) 307,085
634,355 508,337 141,163 1,283,855
493,593 152,756 63,055 709,404
198,384 43,868 211,045 453,317
255,629 151,144 85 279 £92.052
2,086,436 505,692 1,062,562 (&08 977y 3,245 713
252,637 266,324 752,699 1,271,660
181,547 111,228 16,690 309,465
{395,915} (114,900) (510,815)
2,652 422 12¢% 3,203
(40,337) (£,092) (44, 429)
(252,053) (7,342} 16,819 (2462,576)
584 258,982 769,518 1,029,084

86,606 44 649 131,255
87,190 303,631 769,518 1,160,339
2,045,628 1,103,583 3,149,211
$2,132, 818 $1,407, 214 $ 749,518 $4 309,550
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$T. JOHNS COUNTY, FLORIDA

BOARD OF COUNTY COMM1SSIONERS

COMBINING STATEMENT OF CHANGES IN FINANCIAL PQSITION

PROPRIETARY FUND TYPES

FOR THE YEAR ENDED_SEPTEMBER 30, 1988

Anastasia Mainland Solid
Sanitary Water Waste
District System Fund Totals
Cash was provided by:
Net income L3 58, & 258,982 & 769,518 $1,029,084
Add (deduct) items mot affecting
cash:
Depreciation 255,629 151, 144 85,279 492,052
Amortization of bond discount 1,888 3,888
Increase in accounts payable and
accrued Liabilities 74 112 44,493 57,372 175,977
{Increase) decrease in accounts
receivable (6,214) 1,530 (134,974) (139,658)
change in other current assets
and liabilities 5,865 (4,017 1,848
Increase in inventory (6,092) (6,092)
Cash provided by operations 327,772 452,132 777,195 1,557,099
Capital contributions 104,254 279,713 645,798 1,029,765
Increase in customer depasits 20,795 8,633 8,590 38,018
Increase in compensated absences
payable 2,407 20,567 22,974
Total cash provided 455,228 740,478 1,452,150 2,647 856
cash was used for:
Net additions to fixed assets 238,345 308,918 1,321,426 1,848,689
Decrease in, restricted
assets 167,728 118,410 8,590 294,728
Reduction in long-debt 90,000 31,000 121,000
Total cash used 496,073 458,328 1,330,016 2,284,617
Net change in cash and investments (40,845) 282,150 122,134 363,439
Cash and investments, beginning
of year 874,924 1,107,201 1,982,125
cash and investments, end of year $834,079 $1,389.351 & 122,134 $2 345,564
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* Note:

APPENDIX D

RESOLUTION NO. 89-84%*

RESOLUTION PROVIDING FOR THE ACQUISITION, CON-
STRUCTION AND ERECTION OF ADDITIONS, EXTENSIONS
AND IMPROVEMENTS TO THE WATER DISTRIBUTION
FACILITIES OF ST. JOHNS COUNTY, AND OF NEW
SEWAGE COLLECTION AND TREATMENT FACILITIES TO
BE OPERATED BY THE COUNTY IN COMBINATION WITH
SUCH WATER FACILITIES AS A SINGLE WATER AND
SEWER SYSTEM; AUTHORIZING THE ISSUANCE BY THE
COUNTY OF NOT EXCEEDING $10,000,000 PRINCIPAL
AMOUNT OF WATER AND SEWER REVENUE BONDS, SERIES
1989A AND SERIES 1989B, TO FINANCE THE COST
THEREOF AND THE COST OF REFUNDING THE COUNTY’S
OUTSTANDING WATER REVENUE BONDS; PROVIDING FOR
THE REFUNDING OF SAID OUTSTANDING BONDS; PLEDG-
ING TO SECURE PAYMENT OF THE PRINCIPAL OF AND
INTEREST ON SAID SERIES 1989 BONDS CERTAIN
PLEDGED FUNDS INCLUDING THE NET REVENUES OF
SAID SYSTEM AND CERTAIN LAWFULLY AVAILABLE
CONNECTION CHARGES, ALL MONEYS ON DEPOSIT IN
AND INVESTMENTS HELD FOR THE CREDIT OF CERTAIN
FUNDS CREATED HEREUNDER AND THE EARNINGS ON
SUCH INVESTMENTS; PROVIDING FOR THE RIGHTS OF
THE HOLDERS OF SAID SERIES 1989 BONDS; MAKING
CERTAIN COVENANTS AND AGREEMENTS WITH THE
HOLDERS OF SAID SERIES 1989 BONDS; REPEALING
THE COUNTY’S RESOLUTION NO. 88-241 AND RESOLU-
TION NO. 88=253; AND PROVIDING AN EFFECTIVE
DATE.

Prior to the issuance of the Series 1989 Bonds, Resolu-
fion No. 89-84 will be amended by the County to provide,
among other things, for the issuance of a single series,
rather than two series, of bonds to be entitled ”"Water
and Sewer Revenue Bonds, Series 1989.”7



Section
Saction
Section
Section
Section

Section
Section

Section

Section
Section
Sectien
Section

Section

Section
Section

Section
Section
Section
Section
Section

Section
Section
Section

Section
Section

Section

Section
Section
Section
Section
Section
Section
Section
Section
Section

Secticn

1.0l
l.p2
1.01
1.04
1.05

2.01

2.03

2.04
2.05
2.06
2.07

1.01
J.02
2.03
J-04
3.05

TABLE OF CONTENTS

ARTICLE I
GENERAL

Definitions ,_.... .
Authority for Resclution
Resolution to Constitute Contrac
Findings ..........-. A
Initial Project Authorized

ARTICLE II

AUTHORIZATION, TERMS, EXECUTION AND

REGISTRATION OF BONDS

Authorization of Bonds ..........._.....___ .
Authorization and Description
of Series 1589 Bapds ........_... I

Applicaticn of Series 1989

Bond Proceeds
Execution of Honds
Authentication ...
Temporary Bonds
Bonds Mutilated, Destroyed

Stolen or Last .............- PR
Interchangeability, Negotiability

and Transfer ... .
Coupon Bonds .......
Form of Bonds ...

ARTICLE III
REDEMPTIDON OF BOWDS

Frivilege of Redemption ....,....
Selection of Bonds to be Redeemed
Notice of Redemption ..,........... . .

Redemption of Portions of Bonds
Payment of Redeemed Bonds

ARTICLE IV

SECURITY, SPECIAL FUNDS AND APPLICATION THEREQF

4.01
4.02
4.03

7.01

7.02

7-03

g,01
e.02
a.03
2,04
B.05
B.0OB
E.07
B.08
8.09

a.11

Bonds not to be Indebtedness of Issuer .,....
Security for Bonds
Additional Security

ARTICLE VII
SUPPLEMENTAL RESOLUTIONS

Supplemental Resolution Without

Bondholders’ Consent ..._......... Peeaas
Supplemental Resolution With PBondholders*

Insurer‘s and Credit Bank’s Consent....,
Amendment With Consent of

Insurer and/or Credit Pank Only.........

ARTICLE VIII
HISCELLANEOUS

Defeasance ......... Premaaa.
Capital Appreciation Sond
General Authority .
No Personal Liability
No Third Party Beneficiaries
Sale of Bonds ................
Severability of Invalid Provisions ..
Repeal of Inconsistent Resolutions ..... e
Table of Contents and Headings
not Part Hereof .....
Effective Date ,.._.....

-iii-

DAGE

16
le
17
18

pA:]

18

20
21
22
22

22

23
25
25

1
o]
a2
15
15

hl]
6
J6

62

64

65

1]
€8
[:]
(1]
63
69
a9
&5

E9
70

Section 4.0a4 Construction Fund - 36
Section 4.08 Funds and hccounts. . an
Section 4.06 Flow of Funds ... - . a8
Section 4.07 Rebare Fund 46
Section 4.08 Investments . 47
Section 4.03 Separate Accounts ......... e 48
ARTICLE V
SUBORDINARTED INDEBTEDNESS,
ADDITIONAT. BONWDS, AND COVENANTS OF ISSUER

Section s5.01 Subordinated Indebtedness ,,... 48
Section 5.02 Issuance of Additional Bonds 49
Section 5.03 Bond Anticipation Notes ...... e 52
Section 5.04 Accession of Subordinated Indebtedness

to Parity Status with Honds ............ 52
Section 5,05 operation and Maintenance ..,...... . 52
Section 5.06 Annual Budget ................ ' 51
Section 5.07 Rates and Connection Charges 55
Section 5.08 Books and Records ....... - 55
Section 5.09 55
Section 5.10 -1 ]
Section 5.11 Insurance .......... e et e .. BT
Section 5.12  No Impairment ..................... P 57
Section 5.13 Special Covenants Relating to Reserv

Account Insurance Policy or Reserve

Account Letter of Credit......... seie.. 58
Sectian 5,14 Covenants with Credit Banks and Insurers .... 58
Section 5.15 Federal Income Tax Covenants; Taxable Bands . 58

ARTICLE VI

DEFAULTS AND REMEDIES
Section 6.01 Events of Default 59
Section 6.02 Remedies ........ 50

Section 6.01 Directions to Trustee as Lo

Remedial Proceedings .............._ ieas 6O

Section € 04 Remedies Cumulative 61
Section 6.05 Waiver of Default ..... 61
Section 4,06 Application of Moneys After Default .. - 61
Section 6.07 Control by Insurer or Credit Bank ........... 62

—ii-

BE IT RESOLVED BY THE BOARD OF COUNTY CCHMISSIONERS OF
5T. JOHNS COUNTY, FLORIDA:

ARTICLE I
GENERAL

SECTION 1.01. Definitions. When used in this Resolu-
tion, the fellowing terms shall have the following meanings, un-
less the context clearly otherwise requires:

“Accreted Value” shall mean, as of any date of computa-—
tion with respect to any Capital Appreciation Bond, an amount
equal to the principal amount of such Capital Appreciation Bond
(the principal amount at its initial offering) plus the interest
accrued on such Capital Appreciatlon Bond from the date of deliv-—
ery to the original purchasers therecf ro the Interest Date next
preceding the date of computation or the date of computation if
an Interest Date, such interest to accrue at a rate not exceeding
the legal rate, compounded semiannually, plus, with respect to
matrers related to the payment upon redemption or acceleration of
the Capital Appreciation Bonds, if such date of compuration shall
not be an Interest Date, a portion of the difference between the
Accretad Value as of the immediately preceding Interest Dake and
the Accreted Value as of the immediately succeeding Interest Date,
czlculated based on the assumption that Accreted Value accrues
during any semiannual period in equal daily amounts om the basis
of a 360-day year.

“het® shall mean Chapter 125, Part I, Florida Statutes,
as amended, Chapter 159, Part I, Florida Statutes, as amehded,
and other applicable provisions of law.

"gaddirional Bonds” shall mean the obligations issued at
any time under the provisions of Section 5.02 hereof on a parity
with the Series 13988 Bonds.

“hdditlonal Project” shall mean the acquisition, con-
struction, erection, removatlon or reconstruction aof capital im-
provements and additions to the System and shall include all prop-
erty rights, appurtenances, easements, rights of vay, franchises
and equipment relating thereto and deemed necessary or convehiant
for the acquisition, construction, erection, renovation, recon-
struction, or the operation thereof, which shall be financed in
whole or in part with the proceeds of Additional Bonds.

“Amortization Installment” shall mean a mandatory redemp-
tion amount designated as such by Supplemental Resolution and
established with respect to any Term Bonds.



#panual Audit® shall mean the annual audit prepared
pursuant to the requirements of Section 5-10 hereof.

“pnnual Budget” shall mean the annual budget prepared
pursuant to the requirements of Section 5.06 hereofl.

#puthorized Depository” shall mean the State Board of
Administration of Florida or a bank or trust company in the
Gtate which is eligible under the laws of the Stata to receive
funds of the Issuer.

#puthorized Investments” shall mean any of the following
which shall be authorized From time to time by applicable laws of
the State For deposit er purchase by the Issuer For cthe invest-
ment of its funds:

(1) Direct obligations of (including obligations issued
or held in book entry form on the bocks of the Cepartment of the
Treasury of the United States of America and stripped and zero-
coupen obligations) or obligations the principal of and interest
on which are unconditionally guaranteed by, the United States of
America.

(2) Bonds, debentures or notes or other evidences of
indebtedness payable in cash issued by any one or a ¢ombination
of any of the following federal agencies whose obligations
represent full faith and credit of the United States of America:
Export Import Bank of the United States, Federal Fipamcing Bank,
Farmers Home Administration, Federal Housing Administration,
Maritime hdministration, Public Housing Autherity and Government
National Mortgage Association.

(1) Certificates of deposit properly secured at all
times by collateral security described in either or both of para-
graphs (1) and (2) of this definition and issued by commercial
panks, savings and loan associations or muktual savings banks
chartered by the state or the United States of America, and bank
trust receipts issued by commercial banks or trust companies
chartered by the State or the United States of America upon any
securities described in paragraph (1) of this deflnition.

{4) The following investments fully insured by the
rFederal Deposit Insurance Corporation or the Federal Savings and
Lloan Insurance Corporation: (A} certificates of deposit, (B)
savings accounts, (C} deposit accounts, or (D) depesitory receipts
of a bank, savings and loan association or mutual savings bank.

{5) commercial paper rated in one of the tus highesc
rating categories by at least twe nationally recognized rating
agencies or commercial paper backed by a letter of credit or line

any instrument on behalf of the Issuer shall mean any person au-
thorized by resclution of the Issuer or appointed by certificate
oF the Chairman to perform such act or sign such document.

"PBond Awertization Account# shall mean the separate
account of that name in the Debt Service Fund established
pursuant to Secrion 4.05 hereof.

#Bond Counsel” shall mean any attorney at law or firm
of attorneys, of mationally recognized standing im matters per-
taining to the federal tax exemption of interest on obligations
issued by states and political subdivisions, and duly admicted to
practice law before the highest court of any state of the United
States of America.

#Bond Insurance Policy” shall mean the municipal bond
new issue insurance policy or policies issued by am Insurer guar-
anteeing the payment of the principal of and interest on any por-
tion of the Bonds-

#Band Service Requirement” for any Bond Year, as applied
to the Bonds of any Series, shall mean (1) as of the date of de-
livery of such Series of Bonds, the sum of the Debt Service
Regquirement on such Serles of Bonds and all other payments re-
quired by this Resolution to be paid in such Bond Year with re-
spect to such Series of Bonds, and (2} as of any particular date
af calculation thereafter with respect to such Series of Bonds,
the sum of (a) the portion of the Debt Service Requlrement and
all other payments required by this Resolution that have been
paid in such Bond Year plus (b) the portion of the Debt Service
Requirement and all other payments required by this Resolution
that have yet To be paid in such Bond Year. For purposes cf this
definition, *all other payments required by this Resolution”
shall mean, with respect to any Series of Bonés, the pro rata
deposits to the Reserve Account and the Renewal and Replacement
Fund in such Bond Year, and redemption premiums, if any, payable
in such Bond Year.

v#Bond Year” pertaining to any Series shall mean the
period commencing on June 2 of each year and continuing through
the next succeeding June 1. Each Bond Year shall be designated
with the number of the calendar year in vhich such Bond Year ends.

»pondholder” or “Holder” or “holder” shall mean any
Person who shall be the registered owner of any Qutstanding Bond
or Bonds according to the registration books of the Issuer.

~Bonds” shall mean the Series 1389 Bonds, together with
any Additional Bonds and any Subordinaced Indebtedness which
acceeds To the status of Bonds pursuant ta Section 5.04 hereof.

of credit rated in one ol the two highest rating categories by
Moody’s Investors Service and Standard § Poor's Corporation.

(6) Written repurchase agreements with any bank, sav-
ings institution or trust company which is imsured by the Federal
Deposit Insurance Corporation or the Federal Savings and Loan
Insurance Corporation, or vich any broker-dealer with retail cus-
tomers which falls under Securities Investors Frotection Carpora-
tion protection, provided that such repurchase agreements are
fully secured by collateral described in (1} above or cbligations
of any agency or instrumentality of the United States of America,
and provided further thact (A) such collateral is held by a bank
or trust campany chosen by the Issuer vhich has no interest in
the repurchase agreement during the term of such repurchase agree-
ment, (B} such collateral is not subject to liens or claims of
third parties, (C) such collateral has a market value (determined
at least once every 30 days) at least equal to the amount invest-
ed in the repurchase agreement, (D) the entity holding the col-
lateral has a perfected first securicy interest in the collateral
for the bepefit of the Bondholders, (E) the agreement shall be
For a term not longer than 270 days and (F) the failure co main-
tain such collateral at the level reguired in (C) above will re-
gquire the entity holding the collateral to liquidate the collat-
aral.

(7) Money market funds rated in the highest rating
category by Moody’s Investors Service and Standard & Poor’s Cor-
poration.

{8) Units of participation ir the Local Government 3ur-
plus Funds Trust Fund established pursuant te Part IV, Chapter
218, Florids Statutes, as amendad, or any simllar common trust
Fund which is established pursuant to State law as a legal deposi-
tory of public moneys.

{9} Obligations of state or local government municipal
bond issuers that are rated in cne of the two highest racing cate-
gories by Hoody's Investors Service and Standard & Poor’s Corpora-
tian.

(10) Such other obligations as shall be permitted to
pe legal investments of the Issuser by the laws of the Statae.

Rating categories vhen referred ko herein shall be with-
out regard ta gradations within such categories, such as "plus”
or "minus.”

"Aputhorized Issuer Officer” for the performance on the
behalf of che Issuer of any act of the Issuer or the execution of

rCapital Appreciation Bonds” shall mean those Bonds so
designated by Supplemental Resolution, which may be either Serial
Bonds or Term Bonds and vhich shall bear interest payable at
maturity or redemption. In the case of Capital Appreciation Bonds
that are convertible to Bonds with lnterest payable prior te
maturity or prior to redemption of such Bonds, such Bonds shall
be considered Capital Appreciation Bonds only during the period
of time prior te such copversion.

#Chairman” shall mean the Chairman of the Governing Body
or such other person as may be duly authorized by the Issuer to
act on his or her behalf.

#Clerk” shall mean the Clerk of the Circuit Court for
St. Johns County and ex officio Clerk of the Governing Body eor
such other person as may be duly authorized by the Clerk to act
on his or her behalf.

“Code” shall mean the United States Internal Revenue
code of 1984, as the same may be amended from time to time, and
the regulatlons thereunder, whether proposed, temporary or
final, promulgated by the Department of the Treasury, Internal
Revenue Service, and zll other promulgations of said service
pertaining thereto.

*Connection Charges” shall mean all non-refundable (ex-
cept at the option of the Issuer) *water unit connection fees,*
»sewer unit connection [ees,” impact fees, capital expansion fees,
utility improvement fees or other slmilar fees and charges,
separately imposed from cime to Time by the Issuer upon new cus-
tomers of the System as a nonuser capacity charge for a propor-
tionate share of the cost of the acquisition or construction of
Cxpansion Facilities, which are imposed by the Issuer for the
purpose of allocating to each such customer a proportionate share
of the cost of the additional System capacity made necessary by
the inclusion or expected inclusion of System services to such
new customers, but only to the extept that any such fee or charge
has been lavfully levied and collected by the Issuer and may
under appliceable law be used far the acquisition or construction
of the Expansion Faciliries or for Connaction Charges Debt Ser-
vice Componente, and any income Erom the investment of moneys on
deposit in the Connection Charges Fund or any other moneys trans-—
ferred to the Connection Charges Fund pursuant to the provisions
of this Resolution.

“Connection Charges Debt Service Component” for any Bond
Year, as applied to the Bonds of any Series, shall mean the com-—
ponent of the Debt Service Requirement Eor such Series of Bonds,
initially set forth in the Project Certlflcate and thereafter,
from time to time as necessary, as determined by the Issuer, which



shall be determined by multiplying the Bond Service Requirement
For such Series of Bonds by the Expansion Percentage.

"connection Charges Fund” shell mean the St. Johns Couhnty
Water and Sewer System Connection Charges Fund established pur-
suant to Section 4.05 hereof.

"Constructien Fund” shall mean the Construction Fund
established pursuant teo Section 4.04 hereof.

“Consulting Engineers” shall mean the firm of engineers
licensed as professional englneers in the State and retained by
the Issuer to parform the duties of the Consulting Engineers under
the provisions oF this Resolution.

¥Cast” vhen used in connection with a Preject, shall
mean (1) the Issuer’s cost of physical construction; (2) costs of
acquisition by or for the Issuer of such Project; (3) costs of
land and interests therein and the cost of the Issuer incidental
to such acguisitlon; (4) the cost of eny indemnity and surety
bonds and premiums Ffor insurance during construction; (5) all
interest due to be paid on the Bonds and other obligations relakt-
ing to the Project during the construction period of such Project
and for a reasonable pericd thereafter; (6) engineering, legal
and other consultant fees and expenses: (7) costs and expenses
incidental to the jissuance of the Bonds including bond insurance
premium, rating agency fees and the fees and expenses of any audi-
tors, Paying Agent, Registrar, ¢redit Benk or depository; (8)
payments, when due (whether at the maturity of principal or the
due date of interest or upon redemption) on any indebtedness of
the Issuer (other then the Bonds) incurred for such Project; (9)
costs of machinery er equipment requlred by the Issuer for the
commencement of operation of such Project; and (10) any other
costs properly attributable to the issuance of the Bonds, and
such construction or acguisition, as determined by gemerally
accepted accounting principles and shall include reimbursement
to the Issuer for any such items of Cost heretofore paid by the
Issuer. Any Supplemental Resolution may provide for additional
items to be included in the aforesaid Costs.

"Costs of Issuance Account” shall mean the St. Johns
County Water and Sewer Revenue Bonds Costs of Issuance Account
established pursuant to Section 2.03(C) hereaf.

“Coupon Bonds” shall mean any Ponds the interest payable
on vhich shall be represented by bearer coupons attached thereto,
and the interest on which Bonds shall be payable only upon the
rresentation and surrender of such coupons to the Paying Agent as
they severally fall due.
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having no Amortization Installments the amortizatlon of such Term
Bonds shall be deemed to correspond to the mpplicable terms of
such Credit Facility.

{2) The aggregate amount required ko pay the Accreted
Yalue due on any Capital Appreciatien Bonds maturing in such Baond
Year.

“YExpansion Facilities” shall mean improvements, exten-
sions and additiohs to the System, together with all lands or
interest therein, including plants, buildings, machinery, fran-
chises, pipes, wains, fixtures, equipment and all property, real
or personal, tangible or intangible, heretofore or hereafter con-
structed or acquired in order Te meet the increased demand upen
the System, whether actual or anticipated, created by new users
connecting to the System.

~Expansion Percentage” as applied to each Series aof
Bonds, shall mean a fraction having a numerator equal to that
portion of the total ocriginal principal amount of all Bonds of
such Series that are attributakble to Expansion Facilities, if
any, as shall be determined by the Qualified Independent Consul-
tant and set forth in the Project Certificate relating to such
Series, and a denominator equal to the total original principal
amount of all Bonds of such Series. However, if amounts on de-
posit in the Stabilizatjon Account are, pursuant to Section
4.06(A) hereof, withdrawn therefrom and applied to the purchase
or redemption of Bonds of such Series prior to the maturity date
of such Bonds, then the numerater of the foregolng fraction shall
be reduced by the amounts so withdrawn and the denominator shall
be reduced by the total principal amount of the Bonds of such
Series so purchased or redeemed. For purposes of the precedlng
sentence, Term Bonds redeemed from amounts on deposit in the Bond
Amortization Account shall not be considered to have been re=-
deemed prior to their maturity date.

“Federal Securities” shall mean direct obligatlons of
the United §tates of America and obligatjons the principal of and
interest on whlch are unconditionally guaranteed by the United
States of Americe, none of which permit redemptlon prior to
maturity at the option of the obligor. Federal Securities shall
include any certificates or any cther evidences of an ownershlp
1?terest in the aforenmentioned obligstions ar in specified por-
Tions thereof (which may consist of specified portions of the
interest thereon;}.

*Fiscal Year” shall mean the period commencing on
October 1 of each year and continuing through tke next succeeding
September 10, or such other period as may he prescribed by law.

"Credit Bank” shall meen es to any particular Series aof
Bonds, the Person (other than an Insurer) providlng a letter of
credlit, a line of credit or another credit or liguidity enhance-
ment facility, as designated in the Supplemental Resclutien pro-
viding for the lssuance of such Bonds.

~Credit Fecility” shall mean as to any particular Ser=
ies of Bonds, a letter of credit, a line of credlt or another
credit or liguidity enhmncement facility ({other than an insurance
policy issued by an Insurer), as approved in the Supplemental
Resolutiaon providing for the issuance of such Bonda.

TCurrent Account® shall mean the separate account in the
Connection Cherges Fund esteblished pursuant to Section 4.05 hereof.

“Debt Service Fund” shall mean the St. Johns County Water
and Sewer Revenue Donds Debt Service Fund established pursuant to
Section 4,05 hereof.

“Debt Service Requirement” for any Baond Year shall mean
the =um of:

(1) The aggregate amount required to pay the interest
becoming due on the Bonds, other than capital Appreciation Bends,
during such Bond Year, excepk to the extent that such interest
shall have been previded by payments into the Interest Account
out of Bond proceeds or other sources for a specifled periocd of
time, For purposes of this definition, the lnterest due on mny
Variable Rate Bonds shall be assumed to be the greater of (a)
110% of the dally average interest rate on such Varieble Rate
Bonds during the 12 months ending with the month preceding the
date of celculatlomn, or such shorter peried that such Bonds shall
have been outstanding, or (b) the actual rate of jinterest barne
by such Variable Rate Bonds on the date of calculation.

(2) The aggregate amount required te pay the principal
becoming due on the Bonds, other than Capital Appreciation Bonds,
for such Bond Year. For purposes of this deflnhitlon: (a) the
stated maturity date of any Term Bends shall be disregarded and
the principal of such Term Bonds shall be deemed to be due in the
Bond Years and in the amounts of the Amortization Installments
applicable to such Term Bonds; and (b) the prlncipal amount of
any single maturity of Term Bonds for vhich the Issuer shall have
established no Amortlzation Installments shall be deemed to be
due in the Bond Years and in such amounts as shall provide for
the amortization of such principal emount over s term equal
to the number of years such Term Bonds shall be Outstanding to
such maturity and Iln equal annual installments of combined prin=-
cipal and interest; provided, however, that if the Issuer has
employed a Credit Facillty in connection with any such Term Bonds

TGoverning Body~ eshall mean the Board of County
Commissioners of the Issuer or its succeesor in function.

fGross Revenues” shall mean all income and moneys re-
ceived by the Issuer From the Rates, and all earhings ahd jh&ome
derjved from the investment of moneys under the provisions of
this Resolution which are transferred to the Revenua Fund or tha
Interest Account as hoerein provlded, but excluding Conrnectlen
Charges,

“Initial Project” shall mean the acquisition, construc-
tion and erectlon of additlons, extensions and Improvements to
the vater distribution facilities of the Issuer, and of new sewage
collection and treavment facilities to be operated in combination
with such water facilitles as a single water and sewer systam, as
more particularly descrlbed in and in accordance with certain
plans on file or to be on file wlth the Issuer, with such changes,
deletions, additions or wodiflcations to the enumerated improve-
ments, equipment and facillties, or such other improvements as
shall be designated and approved by resolution of the Governlng
Body in accordance with the Act,

TInsurer” shall mean such Person as shall be Iln the
business of insuring or guaranteeing the payment of prlncipal of
and interest on munlcipal securities and whose credit ls such
thak, at the time of any action or consent required or permitted
by the Insurer pursuant te the terms of this Resolution, all muni-
cipal securities lnsured or guarantsed by it are then rated,
because of such insurance or guarantee, in one of the two most
secure grades by either Moody’s Investors Service or Standerd and
Poor‘s Corporation, and vlth respect to any Series of Bonds, the
Insurer which shall have insured or guaranteed payment of the
principal ef or interest on such Bonds.

fInterest Account” shall mean the separate account of
that name in the Debt Service Fund established pursuant to
Section 4.05 hereaf.

“Interest Date* shall ba such date or dates for the
payment of interest on a Series of Bonds as shall be provided by
Supplemental Resolutien,

”Issuer” shall mean St. Johns County, Florida.

“Maximum Debt Service Requirement” shall meah, as of any
particular date of calculation, the greatest annual Debt Service
Fequirement for the Bonds for the them current or any future Bong
Year-

“Maxzimum Interest Rate* shall mean, wlth respect to any
particular Variable Rate Bonds, a numerical rate of interest,
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vhich shall be set Forth in the Supplemental Resolution delinea-
ting the details of such Bonds, that shall be the maximum rate af
interest such Bonds may at eny time bear in the furure in accord-
ance with the terms of such Supplemencal Resolution.

“Moody’s Investors Service® shall mean Moody’s Investors
Service, the nationally recognized securities rating firm, and
any successor or successors thereto; and if such corporation shall
be dissolved or llguidated or shall no longer perform securities
rating Fumctioms, shall mean any other nationally recognized
securities rating f£irm desighated by the Issuer apd approved by
the Insurer and/or the Credit Bank, as applicable.

“Net Revenues® shall mean Gross Revenues less Opereting
Expenses.

"Operation end Maintenance Fund” shall mean the Opera-
rion and Maintenance Fund created pursuant to Section 4.05 hereof.

"operating Expenses” shall mean the Issuer’s expenses
for operation, maintenance, repairs and replacements with respect
to the System and shall include, without limiting the generality
of the foregoing, administration expenses, insurance and surety
bord premiums, the Ffees to the provider of a Reserve Account
Insurance Folicy or Resarve account Letter of Credit (but exclud-
ing any expenses or reimbursement obligations for draws made
thereunder), the fees of any rebate compllance service or of Bond
Counsel relating to cempliance with the provisions of Section 148
of the Code, legel and engineering expenses, ordinary and current
rentals of equipment or other preperty, refunds of moneys lawfully
due to others, payments to pension, retiremant, health and hospi-
ralization funds, and any other expenses required to be paid far
or with respect to proper operatlon or maintenance of cthe System,
all to the extent properly accributable to the Sysktem, in accord-
ance with generally accepted accounting principles employed in
respect of actlivitles such as those invelved in the operation of
public water and sever facilities similar to the System, and dis-
bursements For the expenses, llabilities and sempensation of any
Paying Agent or Registrar under this Resolution, but does not
include any coste or expensee in respect of original construction
or improvement other than expenditures necessary to prevent an
interruption or continuance of an interruption of the Gross Rev-
enues or minor capital expenditures necessary for the proper and
economical operation or meintenance of the System, or any provi-
sion [or interest, depreciation, amortlzation or similar charges.

~outstanding” shall mean all Bonds theretofore and there-
upon being authenticated and dellvered except, (1) any Bond in
lien of which another Bond or other Bonds have been i=sued under
an agreement to replace lost, mutilated or destroyed Bonds, (2}
any Bend surrandared by the Holder thereof in exchange for another
Bond or other Bonds under Sections 2.06 and 2.08 hereof, (3) Bonds
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#principal Account® shall mean the separate account of
that name In the Debt Service Fund established pursuant ta
Section 4.05 nereaf.

7prodect® shall mean the Initial Project amd any Addi-
tional Project,

*Project Certificate” shall mean that certificate of the
Qualified Independent Consultant Filed with the Issuer at or prior
to the delivery of any Series setting forth the estlmated total
cost of the Project, the estlmated cosr ol the Expansion Facil-
ities portion of the Project or the Additional Project which shall
be financed vith the proceeds of such Series, the Expanslon Per-
centage and the Connection Charges Debt Service Component.

7gualified Independent Consultant” shall mean one or
more qualiFfied and racognized independent consultants, having
Favorable repute, skill and experience with respect to the acts
and duties required of a qualified independent consultant to be
provided to the Issuer, as shall from vime to time be retained by
the Issuer to perform the acts and carry out the dutles herein
provided for such consultants. The Qualified Independent Consul-
tant may also be the Consultlng Engineers.

PRates” cshall mean the fees and charges which shall be
made and collected by the Issuer for the use of the services or
facilities of the System. Rares shall be deemed to exclude all
Connection Charges.

~Rebate Fund” shall mean the Rebate Fund established
pursuant to Section 4.05 hereof.

~Redemption Price” shall mean, with respect to any Bond
or portion thereof, the principal amount or portian thereof, plus
the applicable premium, if any, payable upon redemption thereof
pursuant to such Bend or Supplemental Resolution.

#Refunded Bonds® shall measn the Issuer’s outstanding
Water Revenue Bond dated June 15, 159B1.

~Registrar” shall mean any registrar for the Bonds ap-
pointed by or pursuant to resolution of cthe Governing Body and
its successors and assigns, and any other Person whlch may at any
rime be substituted in its place pursuant to resolution of the
Governing Body.

sRenewal and Replacement Fund® shall mean the Renewal
and Replacement Fund established pursuant to Section 4.05 hereof.

~Renewal apd Replacement Fund Requirement” shall mean,

as of any date of calculation, an amount of money equal to five
percent (5%) of the Gross Revenues received by the Issuer in the
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deemed to have been paid pursuant tTo Section B.01 hereof, and (4)
Bonds cancelled after purchase in the open market or because of
payment at or redemption prior to maturity.

“Paying Agent® shall mean any paying agent for Bonds
appointed by or pursuant to resolution of the Governing Bedy and
ite successore or assigne, and any other Person which may at any
time be substituted in its place pursuant to resolution of the
Governing Body.

?person” shall mean an individual, a corporation, a
pa;tnership, an association, a joint stock company, a trust, any
unincorporated organization or governmental entity.

*Pledged Funds” shall mean the Net Revenues, any Connec-
tion Charges on deposit ln the Current Account and, umtil applied
in accordance with the provisions of this Resolution, the pro-
ceeds of the Bonde and all moneys, including investments thereof,
in the Revanue Fund and the Debt Service Fund. Pledged Funds
shall not include Net Revenues on depasit in the Rebate Fund or
Connection Charges on deposit in the Stabilization Accounc.

"Prerefunded Obllgatlons® shall mean any bonds or other
obligations of any state of the Unived States of America or of
any agency, instrumentality or local governmental unit of any
such state (1) which are (a) not callable prlor te maturicy or
(b) as to which irrevocable instructions have been given to the
Fiduciary for such bonds or other obligations by the obligor to
give due notice of redemption and to call such bonds for redemp-
tion on the date or dates specified in such instructione, and as
to wvhich the obligor has reserved ne right to call such bonds
prior to such redemptlon date, (2) which are fully secured as to
principal, redemption premium, if any, and interest by a fund
consisting only of cash or Federal Securities, secured in the
manner set forth in Section B.0l1 hereof, which fund may be
applied only to the payment of such principal of, redemption pre-
mium, if any, and interest on such bonds or other obligations on
the maturity date or dates thereof or the specified redemption
date or dates pursuant to such irrevocable instructions, as the
case may be, (1) as to which the principal of and interesc on the
Federal Securities deposlted in such fund with any cash on de-
posit in such fund, are sufficient, s verified by an independent
certified public accountant, to pay principal of, redemption pre-
mium, if any, and lnterest on the beonds or other obligations on
the maturity dete or dates thereof or on the redemption date or
dates specified in such irrevocable instructions, and (4) vhich
are rated in the highest rating category of Standard & Poor's
corporation and of Moody's Investors Service.
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immediately preceding Filscal Year or such other greater or lesser
sum as shall be recommended to the Issuer by the Qualified
Independent Consultant and approved by the Governing Body as a
sum appropriate for che Renewal and Replacement Fund considering
the purposes therefor as prescribed by thls Resolution, the past
performance and existing condition of the System and the probable
Future System usage requirements of the Issuer, in keeplng with
sound management practices.

“Reserve Account® shall mean the separate account of
that pame in the Debr Service Fund established pursuent to Sec-
Tion 4.05 hereof.

TRegerve Acceunt Insurance Pollcy™ shall mean the insur-
ance policy deposited in the Reserve Account in lleu of or in
partial substitution for cash on deposit therein pursuant ta Sec-
Tion 4.06(A)(2)(d).

”Reserve Account Letter of Credit” shall mean a Credit
Facility (other than a Reserve Account Insurance Policy) issued
by any bank or matiocnal benklng asseciation, imsurance company or
other financial institution and then on deposit in the Reserve
Account in lieu of or in partial sukstltution for cash on deposit
therein pursuant to Section 4.06(A) (2)(d) hereaf.

"Reserve Account Reguirement® shall mean, as of any date
of calculation, an amount of money equal to tha lessar of (1} the
Maximum Debt Service Requirement, ({2) 125% of the average annual
Debt Service Requirement, or (3) 103% of the initial proceeds of
all Ponds. In computing the Reserve Account Requlrement, che
interest rate on Variable Rate Bonds shall be assumed to be the
greater of (a) 110% of the dally average interest rate on such
Variable Rate Bonds during the 12 months endlng with the month
preceding the date of calculation, or such shorter period of time
that such Bonds shall have been oOutstanding, or (b) the actual
rate of interest borne by the Variable Rate Bonds on such date of
calculation.

~Resolution” and "this Resolution® shall mean thls in-
strument, as the same way from time to time be amended, modified
or supplemented by any and all Supplemental Resolutions.

"Revenue Fund” shall mean the Revenue Fund establlshed
pursuent te Section 4.05 hereof.

"Securities” shall mean Federal Securities and Frere—
Funded Obligations.

7Serial Bonds” shall mean all of the Bonds other than
the Term Bonds.
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»Series” shall mean all the Bonds delivered on original
issuance in a simultaneous transaction and identified pursuant to
Sections 2.0l and 2.02 hereof or in a Supplemental Resclution
authorizing the issuance by the Issuer of such Bonds as a separate
Series, regardless of variations in maturity, interest rate, Amor-
tization Installments or other provisions.

rEeries 1989 Bonds®” shall mean the Issuerfs Water and
Sewer Revenue Bonds, Series 1583A and Series 19898, aukthorized
pursuant to Section 2.02 hereof.

7Series 198%A Bonds® shall mean the Issuer’s Water and
Sewer Revenue BondS, Series 1389%A, authorized pursuant te Section
2.62 hereof for the purpose of [inancing the cost of refunding
the Refunded Bonds.

“Geries 196%B Bonds” shall mean the Issuer’s Water and
Sever Revenue Bonds, Series 1989B, authorized pursuant to Section
2.02 hereof for the purpose of financing the Cost of the Initial
Project.

#stabilization Account” shall mean the separate account
in the Connection Charges Fund esrablished pursuant to Section
4.05 hereof.

7standard and Poor’s Corporaticn” shall mean Standard
and Poor’s Corporation, the nationally recognized securities
rating firm, and any successor and successors thereto; and if
such corporation shall be dissolved or liguidated or shall no
longer perform securities rating Functions, shall mean any other
nationally recognlzed securities rating firm designated by the
Issuer and approved by the Insurer and/or the Credit Bank, as
applicahle.

#State” shall mean the State of Florida.

#sSubordinated Indebtedness” shall mean that indebted-
ness of the Issuer, subordinete and junior to the Bonds, issued
in accordance with the provisions of Section 5.01 hereof and any
variable Rate Bonds vhich become Subordinate Indebtedness in ac-
cordance with Sectien 5.02(F) hereof.

7Supplemental Resolutlon” shall mean any resolurtion of
the Issuer amending or supplementing this Reseolution, adopted and
becoming effective prior to the issuance of the Series 1989 Bonds
or in accordance with the terms of Secktions 4.03, 7.01, 7.02 and
7.02 hereof.

#gystem” shall mean the complete water facilities now
ouned, operated and maintained by the Issuer, the Initial Project,
avery Additional Project and any and all other water and sewer
facilities hereafter acguired and operated by the Issuer thich
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or distinction of any of the Bonds over any other thereof except
as expressly provided in or pursuant to this Resolution.

SECTION 1.04. Findings. It is hereby ascertained, deter-
mined and declared as follows:

fA) The Issuer deems it necessary, desirable and in the
best interests of the Issuer that the Initial Project be acquired
and constructed and that the Refunded Bonds be refunded, all in
the manner hereinafter provided.

{B} The Cost of the Initial Project shall be financed
with the proceeds of the Series 19898 Bonds, and the cost of such
refunding shall be financed with the proceeds of the Series 19832
Bonds.

{C) The Issuer deems it necessary, desirable and in the
best interest of the Issuer that the Pledged Funds be pledged to
the payment of the principal of and interest on the Bonds. No
part of the Pledged Funds has heen pledged or encumbered in any
manner, except that certain of the Pledged Funds have been pledged
as security for the Refunded Bonds: and such pledge in favor of
the Refunded Bonds shall be extinguished simultaneously with the
issuance of the Series 1989 Bonds.

(D} The Issuer has been advised by its consulting engi-
neers and it is hereby Found and determined that the estimated
cost of the Tnitial Project is $9,225,000, the estimated annual
Gross Revenues of the System is §1,954,400, and the estimated
annual Operating Expenses and principal and interest on the Bonds
is $1,772,202., The Issuer currently has $780,000 to apply toward
the Cost of the Project. The net cost of refunding the Refunded
pBonds, to be paid with the proceeds of the Series 1983A Bonds, is
estimated to be S1,B25,000. The revenues to be derived annually
from the Rates will be sufficient to pay, as the same shall be-
come due and payzble, the principal of and interest on the Bonds
and Operating Expenses.

{E} No Bandholder shall ever he entitled to compel the
payment of the principal of and interest on the Bonds or any other
payments provided for in this Resolution from any Ffunds or rev-
enues of the Issuer other than the sources herein provided in
accordance with the terms hereof; nor will any Bondholder or any
Credit Bank or any Insurer have the right to compel the exercise
of the ad valorem taxing power of the Issuer toc pay the principal
of or interest on the Bonds or to make any cother payments pro-
vided for in this Resolution, and the Bonds shall not constitute
a lien upen the Systewm or any other property of the Issuer or
sitvated within its territerial limits, except the Pledged Funds.

(F} The Issuer presently levies and collects from each

new customer of the System, with respect to additions to the
System, at the time such customer requests utilities services,
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shall be expressly declared hy rescluticn of the Governing Body

to be part of the System, which System shall also include any and
a2ll improvements, extensions and additions to the Foregoing which
shall be hereafter constructed or acquired, whether the same shall
be financed from the proceeds of Bonds or from any other funds or
sources, together with all property, real or perscnal, tangible

or intangible, now or hereafter owned or used ln connection there-
With.

"Taxable Bond” shall mean any Pond vhich states, in the
body thereof, that the interest income thereon is includable in
the gross income of the Holder therecf for federal income taxatiaon
purposes or that such interest is subject to federal income taxa-
tion.

“#Term Bonds” shall mean those Bonds which shall be desig-
nated as Term Bonds hereby or by Supplemental Resolution and which
are subject to mandatory redemption by Amortization Installments.

#Yariable Rate Bonds®” shall mean Bonds issued with a
variable, adjustable, convertible or other interest rate vhich at
the date of issue is not fixed as one or more steted percentages
for the entire term of such Bonds.

The terms "herein,” "hereunder,” "hereby,” "hereto,”
"hereof,” and any similar terms, shall refer teo this Hesolutlon:
the term "heretofore”™ shall mean before the date of adoption of
this Resolution; and the term "hereafter” shall mean after the
date of adoption of this Resolution.

Words importing the slnhgular number include the plural
number, and vice versa.

SECTION 1.02. JButhority for Resolution. Thls Resolu-

tion is adopted pursuant to the provisions of the Act.

SECTION 1.03. Resolution to Cpnstitute Con . In
consideration of the purchase and acceptance of any or all of the
Bonds by those who shall hold the same from time to time, the
provisions of this Resolution shall be deemed to be and shall
constitute a contract betueen the Issuer and the Holders from
time to time of the Bonds and shall be a part of the contract of
the Issuer with any Credit Bank and any Insurer. The pledge
made in this Resolution and the provisions, covenants and agree=
ments herein set forth to be perfeormed by or on behalf of the
Issuer shall be for the equal benefit, protection and security of
the Holders of any and all of the Bonds and for the benefit,
protection and security of any Credit Bank and any Insurer. All
of the Bonds, regardless of the time or times of their lesuance
or maturity, shall be of equal rank without preference, priority
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Connection Charges in order to defray the costs of Expansion
Facilities. The Issuer deems it necessary, desirable and in the
best interest of the Issuer that the Connection Charges be
pledged for the payment of the principal of and interest on the
Bonds to the extent herein provided.

(G) The Issuer has heretofore, by the adoption of Reso-
lution No. 86-241 and Resolution No., BE-253, authorized the issu-
ance of two issues of bonds to finance the acquisition and con-
struction of the same facilities constituting the Initial Project,
with the intent that such bonds be sold and delivered to the United
states of America, U.5. Department of Agriculture, Farmers Home
Administration. It is in the best intereat of the finances and
econemy of the Issuer that the Initial FProject be financed instead
in the manner herein provided and, accordingly, it is appropriate
that the Issuer repeal said Resolution No. 88-241 and said Resolu-
tion No. BE-253.

SECTION 1.05. Initial Project Authorized. The acquisi-
tion and construction of the Initial Project in the manner herein
provided is hereby authorized.

ARTICLE IT

AUTHORIZATICN, TERMS, EXECUTION
AND REGISTRATION OF BONDS

SECTION 2.01. Aythorization of Bonds. The Issuer hereby
autherizes the issuance of Bonds of the Issuer tc be designated
as *St. Johns County, Florida, Water and Sewer Revenue Bonds,”
vhich may be issued in one or more Series as hereinafter provlded.
The aggregate principal amount of the Bonds which may be executed
and delivered under this Resolution is not limited except as may
hereafter be provided by Supplemental Resolution or as limited by
the Act or by other applicable law.

The Bonds may, if and when authorized by the Issuer
pursuant to this Resolution or Supplemental Resclution, be issued
in one or more Series, with such further appropriate particular
designations added to or incorporated in such title for the Bonds
of any particular Series as the Issuer may determina 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 to which it belongs.

The Bonds shall be payable in lawful money of the United
States of America and shall be issued for such purpose or purposes
and bear interest at such rate or rates not exceeding the maximum
rate permitted by law as shall be determined by this Resolution
or by Supplemental Resolutien. From and after any maturity date
of any of the Bonds ({deposit of moneys and/or Securities for the
payment of the principal and interest on such Bonds having been
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made by the Issuer with the Paying Agents), notwithstanding that
any of such Bonds shall not have been surrendered fer cancella-
tion, no Further interest shall accrue upon the principal or upon
the interest which shall have accrued and shall then be due on
such date, and such Ponds shall cease to be entitled to any lien,
benafit or security under this Resolution, and The Holders shall
have no rights in respect of such Bonds except to receive payment
of such principal and unpaid interest accrued te the maturity
dakte.

The Bonds shall be issued in such depomination or denom-—
inations and such form, uwhether coupon or registered; shall be
dated such date or dates:; shall bear such numbers; shall be pay=
able at such place or places; shall contain such redemption pro-
wisions; shall have such Paying hgents and Registrars; shall
mature on June 1 or December 1 in such years and amounts; and the
proceeds shall be used in such manner all as determined by this
Resclution or by Supplemental Resolution., The Issuer may issue
Bonds which may be secured by a Credit Facility or by an insur-
ance policy of an Insurer all as shall be determined by this Res-
olution or by Supplemental Resalution.

SECTION 2.02., Authorigation and Description of Series
1989 Bonds. A Series of Bonds entitled o the bepefit, protec—
tion and security of this Resolution is hereby authorized to be
issued by the Issuer in an aggregate principal amount not to ex-
ceed 2,000,000 For the principal purpeses of financing a part of
the cost of refunding the Refunded Bonds, funding a portion of
the Reserve Account and paying a part of the cests of issuance
incurred with respect to such Series. Such Series shall be
designated as, and shall be distinguished from the Bonds of all
other Series by the title, "5t. Johns County, Florida, Water and
Sewer Revenue Bonds, Series 19B9R."

A Series of Bonds entitled to the benefit, protection
and security of this Resolution is hereby authorized to be issued
by the Issuer in an aggregate principal amount nob to exceed
$10,000,000 for the principal purposes of acquiring and censtruct-
ing the Initlial Project, funding a portion of the Reserve Account
and paying a part of the costs of issuance incurred with respect
to such Series. 5uch Series shall be designated as, and shall be
distinguished from the Bonds of all other Series by the title,
¥st. Johns County, Florida, Water and Sewer Revenue Bonds, Series
1989B.7

The Series 1989 Bonds shall be dated as of the first day
of the month in which occurs the delivery of the Series 1989 Bonds
to the purchaser or purchasers thereof or such other date as may
be set foarth by Supplemental Resolution of the Issuer; shall ke
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(B} An amount shall be deposiced in the Reserve Account
vhich, together with any moneys and securities on depesit therein
and any Reserve Account Insurance Palicy and/or Reserve Account
Letter of Credit obtained in accordance with Section 4.06(&)(2) (d)
hereof, shall equal the Reserve Account Requirement.

(C) The Issuer covenants and agrees to establish a
separate account with an Authorized Depository cto be known as the
"St. Johns County Water and Sewer Revenue Bonds Costs of Issuance
Account,” which shall be used only For payment of the costs and
expenses described in this subsection. A sum sufficient to pay
all costs and expenses in connection with the preparation, issu-
ance and sale of the Series 1989 Bonds, including fees of fi-
nancial advisors, engineering and other consulting fees, legal
fees, bond insurance premiums, printing fees, rating agency [fces
and all other similar costs shall be depasited to the credit of
the Costs of Issuance Account, and all such costs and expenses
shall be promptly paid by the Issuer to the persons respectively
entitled to receive the same. When all moneys on deposit to the
credit of the Costs of Issuance Account shall have been disbursed
by the Issuer for the payment of such costs and expenses, the
Costs of Issuance Account shall be clased; provided, however,
that if any balance shall remain in the Costs of Issuance Account
six months afrer issuance of the Series 1989 Bonds, such moneys
shall be transferred by the Issuer to the Construction Fund and
the Costs of Issuance Accocunt shall be closed. After the Costs
of Issuance Account shall be closed, the Issuer may pay Erom the
Construction Fund any unpaid issuance expenses.

(D} The remainlng proceeds of the Series 1989k Bonds
which, together with the moneys held by the Issuer for the pay-
ment of the principal of and interest on the Refunded Bonds and a
reserve therefor apd interest earnings therecn, shall be suf-
ficient to pay in full the principal of the Refunded Bonds, inter-
est to accriue thereon to the date of maturity or redemption and
any premiuvm payable upon redemption shall be paid by the Issuer
to the ouwners and holders of the Refunded Bonds or deposiced with
a bank or trust company and held for che benefit of such ovners
and holders pursuant to an escrov deposit agreement to be ex-
ecuted by the Issuer in favor of such bank or trust company and
hereafrer provided for by Supplemental Resolution,

(B} The balance of the Series 198%B Bond proceeds
shall be deposited in the Construction Fund.

SECTION 2.04. Execution of Bonds. The Bonds shall be
executed in the name of the Issuer with the manual or facsimile
signature of the Chairman and the official seal of the Issuer
shall be imprinted thereon, attested and countersigned with the
manual or facsimile signature of the Clerk. In case any one or
more of the officers vho shall have signed or sealed any of the
Bonds or whose facsimile signature shall appear thereon shall
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issued as fully registered Bonds: and shall be numbered consecu-
tively from one upward in order of maturity preceded by the let-
ter "R;" shall be in such denominations and shall bear interest
at a rate or rates not exceeding the maximum rate permitted by
lav (calculated on the basis of a 160-day year of twelve 30-day
months), payable in such manner and on June 1 amd December 1 in
each year; shall consist of such amounts of Serial PBonds, Term
Bonds, Variable Rate Bonds and Capital Appreciation Bonds, matur-
ing in such amounts and on Jume 1 or December 1 in such years

not ewceeding forty (40) years from their date; shall be peyable
in such place or places; shall have such Paying Agents and Regis-
trars; and shall contain such redemption provisions: all ae tche
Issuer shall hereafter provide by Supplemental Resolution.

The principal of or Redemption Price, if applicable, of
the Series 1989 Bonds are payable upon presentation and surrender
of the Series 1989 Bonds at the office of the Paying Agent.
Interest payable on any Series 1985 Hond on any Interest Date
will {except for the final payment of interest which will be paid
only upon presentation and surrender of such Series 1%8% Bond at
the office of the Paying Agent) be paid by check or draft of the
Paying Agent te the Holder in whose name such Bond shall be re-
gistered at the close of business on the date which shall be the
Fifreenth day (whether or not a business day) of the calendar
month next preceding such Interesc Date, or, unless otherwise
provided by Supplemental Resolution, at the option of the Faying
hgent, and at the request and expense af such Halder, by bank
wire transfer for the account of such Holder. In the event the
interest payable on any Serles 1983 Band is not punctually paid
or duly provided for by the Issuer on such Interest bate, such
defaulted interest uill be paid te the Holder in vhose name such
Bend shall be registered at the close of business on a special
record date for the payment of such defaulted interest as estab-
lished by notice to such Eolder, not less than ten (10} days pre-
ceding such special record date. All payments of principal of ar
Redemption Price, if applicable, and interest on the Series 1983
Bonds shall be payable in any coin or currency of the United
States of America which at the time of payment is legal Tender
for the payment of public and private debts.

SECTION 2-.03. Applicetion of Series 1983 Bond Proceeds.
Except as otherwise provided by Supplemental Resolution, the pro-
ceeds derived from the sale of the Series 1989 Bonds, including
accrued incerest and premium, if any, shall, simulteneously with
the delivery of the Series 1389 Bonds te the purchaser or pur-
chasers thereof, be applied by the Icssuer as Follows:

(R) Accrued and capitalized interest shall be deposited
in the Interest Account.
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cease To be such officer of the Issuer before the Bonds so signed
and sealed have been actually sold and delivered such Bonds may
nevertheless be sold and delivered as herein provided and may be
isgued as if the person vho signed or sealed such Bonda had not
ceased to hold such cffice. Any Bond may be signed and sealed on
behalf of the Issuer by such person vho at the actual time of the
execution of such Bond shall hold the proper office of the
Issuer, although at the date of such Bond such person may not
have held such office or may not have been so authorized. The
Issuer may adopt and use for such purposes the facsimile signa-
tures of any such persons who shall have held such offices at any
time after the date of the adoprion of this Resolution, notwith-
standing that either or both shall have ceased to hold such office
at the time the Bonds shall be actually =old and delivered-

SECTION 2.05. Authentication. Ne Bond of any Series
shall be secured hereunder or entitled to the benafit hereof or
shall be valid or obligartory for any purpose unless there shall
be manually endorsed on such Bond a certificate of authentication
by the Registrar or such other entity as may be approved by the
Issuer for such purpose. 5Such certificate on any Bond shall be
canclusive evidence that such Bond has been duly authenticated
and delivered under this Resolution. The form of such certificate
shall be substantially in the form provided in Section 2.10 hereof.

SECTION 2.06. Temporary Bonds. Until the definitive
Bonds of any Series are prepared, the Issuer may execute, in the
same manner as is provided in Section 2.04, and deliver, upon
authentication by the Registrar pursuant to Section 2.05 hereof,
in lieu of definitive Bonds, but subject to the same provisions,
limitations and conditions as the definitive Bonds, eXcept as to
the denominations thereof, one or more temporary Bonds substan-
tially of the tenor of the definitive Bonds in lieu of which such
temporary Bond or Bonds are issued, in denominations authorized
by the Issuer by resolution af the Gaverning Body, and with such
omissions, inservions and variations as may be appropriate to
temporary Bonds. The Issuer, at its own expense, shall prepare
and execute definitive Bonds, which shall be authenticated by the
Registrar. Upon the surrender of such temporary Bonds for ex-
change, the Registrar, without charge to the Holder thereof,
shall deliver in exchange therefor definitlve Bonds, of the same
aggregate principal amount and Series and maturity as the tempor-
ary Bonds surrendered. Until so exchanged, the temporary PBonds
shall in all respects be entitled ta the same benefits and secur-
ity as definitive Bonds issued pursuant to this Resolution. All
temporary Bonds surrendered in exchange for another temporary
Bond or Bonds or for a definitive Bond or Bonds shall be forth-
with cancelled by the Registrar.

SECTION 2.07. PBonds Mutilakted, Destroyed, Stolen or

Lost. In case any bond shall become mutilated, or be destroyed,
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stelen or lost, the Issuer may, in its discretion, issue and de-
liver, and the Registrar shall authenticate, a new Bond of like
tenor as the Bond so matilated, destroyed, stoclen or lost, In
exchange and substitution for such mutilated Bond upon surrender
and cancellation of such mutilated Bond or in lieu of and substi-
tution For the Pond destroyed, stolen or lost, and upon the Holder
furnishing the Iasuer and the Registrar proof of such Holder‘s
awnership thereof and satisfactory indemnity and complying with
such other reasonable reqularions end conditions as the Issuer or
the Registrar may prescribe and paying such expenses as the Issuer
and the Registrar may incur. All Bonds so surrendered or other-
wise substituted shall be cencelled by the Registrar. If any of
the Bonds shall have matured or be about to mature, instead of
issuing a substitute Bond, the Issuer may pay the same or cause
the Bond to be paid, upen being indernified as aforesaid, and if
such Bonds be lost, stolen or destroyed, without surrender thereof.

Any such duplicate Bonds issued pursuant to this Sec-
tion 2.07 shall constitute original, additienal contractual obli-
gations on the part of the Issuer vhether or not the lost, stolen
or destroyed Bond be at any time Found by anyone, and such dupli-
cate Bond shall be entitled to equal and proportionate benefits
and rights as to lien on the Fledged Funds tao the same extent as
all other Beonds issued hereunder and shall be entitled to the same
beneflits and security as the Bond so losrt, stolen or destroyed.

SECTION 2.08. Intercha Negotiabilit
Transfer. Bonds, upon surrender thereof at the office of the
Registrar with a written instrument of transfer satisfacrory to
the Registrar, duly executed by the Holder thereof or such Holder’s
attorney duly authorized in writing, may, at the option of the
Holder thereof, be exchanged Eor an equal aggregate principal
amount of registered Bonds of the same Series and meturity of any
other authorized denominaticns.

The Bonds issued under this Resolution shall be and
have all the gualities and incidents of negotiable instruments
under the laws of the State of Florida, subject to the provisions
for registration and transfer contained in this Resolution and in
the Bonds. %o long as any of the Bonds shall remain Outstanding,
the Issuer chall maintain and keep, at the office of the Registrar,
books for the registration and transfer of the Bonds.

Each Bond shall be transferable only upon the books of
the Issuer, at the aoffice of the Registrar, under such reasonable
requlations as the Issuer may prescribe, by the Holder thereof in
person or by such Holder‘s attormey duly autheorized in writing
upon surrender thereof together with a written instrument of trans-
fer satisfactory to the Registrar duly ewecuted and guaranteed by
the Holder or such Helder’s duly authorized attorney. Upon the
transfer of any such Bond, the Issuer shall issue, and cause to
be authenticated, in the name of the transferee a new Bond or
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The Issuer may elect to issue any Bonds as uncertifi-
cated registered public obligations (not represented by instru-
ments), commenly kmown as book-entry cbligations, provided ic
shall establish a system of redistration therefor by resolution
of the Governing Body.

SCCTION 2.09. Coupon Hopnds. The Issuer, at iks dis-
cretion, may by Supplemental Resolution authorize the issuance of
Coupon Bonds, registrable as to principal only or as to beth prin-
cipal and interest. Such Supplemental Resolutlon shall provide
for the negotiability, transfer, incerchangeability, deneminations
and form of such Bonds and coupons appertaining thereta. Coupon
Bonds (other than Taxable Bonds) shall only be issued if an opin-
iocn of Bond Counsel is received to the effect that issuance of
such Coupon Bonds will not adversely affect the exclusion of the
interest payable on such Bonds from gross income for federal
income tax purposes.

SECTION 2.10. Form of Popds. Fxcept as otherwise pro-
vided pursuant to Sectlon 2.09 hereof and except for Capital Ap-
preciation Bonds and Variable Rate Bands, the form of which shall
be provided by Supplemental Resolution, the Bonds shall be in
substantially the following form with such omissions, insertions
and variations as may be necessary and/or desirable and approved
by the chairman or the Clerk prior ta the issuance thereof (which
necessity and/or desirability and approval shall be evidenced
conclusively by the Issuer’s delivery of the Bonds to the purchaser
or purchasers thereof):

DG13IRES4/5

25—

Bonds of the same sggregate principal amount and Series and maktur-
ity as the surrendered Bond. The Issuer, the Registrar and any
Paying Agent or fiduciary of the Issuer may deem and treat the
Person in whose name any Outstanding Pond shall be registered

upon the books of the Issuer as the abseolute owner of such Bond,
whether such Bond shall be overdue or not, for the purpese of
receiving payment of, or on account of, the principal or Redemp-
Ttion Price, if appliceble, and interest on such Bond and for sll
other purposes, and all such payments so made to any such Holder

or upen such Holder’s order shall be valid and effectual teo satisfy
and discharge the liability upon such Bond to the extent of the

sum or sums so paid amd neither the Issuer nor the Registrar nor
any Paying Agent or cother fiduciary of the Issuer shall be affected
by any notice to the contrary.

The Registrar, in any case where it is net elsoc the Pay-
ing Agent in respect to any Series of Bonds, shall forthwith (a)
following the fifteenth day of the calendar month next preceding
an ipterest payment date for such Series, (b) following the fif-
teenth day next preceding the date of first mailing of notice of
redemption of any Bonds of such Series, and (c) at any other time
as reasonably requested by the Paying Agent aof such Series, cer-
tify and furnish to such Paying Agent the namee, addresses and
holdings of Bondholders and any other relevant information re=-
Elected in the registration books. Any Paying Agent of any fully
registered Bond shall efFect payment of interest on such Bonds by
mailing a check or draft to the Holder entitled thereto or may,
in lieu thereof, upon the regquest and at the expense of =uch
Holder, transmit such payment by bank wire transfer for the ac-
count of such Holder.

In all cases in which the privilege of exchahgihg Bonds
or transferring Bonds is exercised, the Issuer shall execute and
the Registrar shall authenticate and deliver such Bonds in ac-
cordance with the provlsions of this Resolution. Execution of
Bonds by the Chairman and the Clerk For purposes of exchanging,
replacing or transferring Bonds may occur at the time of the
original delivery of the Series of which such Bonds are B pert.
All Bonds surrendered ln any such exchanges or transfers shall be
cancelled by the Registrar. For every such exchahge or tramnsfer
of Ponds, the Issuer or the Registrar may make a charge suf-
ficient to reimburse it for any tax, fee, expense or other gov-
ernmental charge required to be paid with respect to such ex-
change or transfer. The Issuer and the Registrar shall not be
obligated to make any such exchange or transfer of any Bonds
which shall have been selected for redemptlon or of Bonds of any
Series during the fifteen (15) days next preceding an Interest
Date on the Bonds of such Series (other than Capital Rppreciation
bBonds and Variable Rate Bonds), or, in the case of sny proposed
redemption of Bonds, during the fifteen (15) days next preceding
the date of selection of Bonds to be redeemed.
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No. R- $

UNITED STATES OF AMERICA
STATE OF FLORIDA
COURTY OF ST. JOHNS
WATER AND SEWER REVENUE BOND, SERIES 19_

Interest Haturity Date of
Rate Date originel Issue CUSIP

Registered Holder:
Principal Amount:

FNOW ALL MEM BY THESE PRESENTS, that St Johns County, a
political subdivision created and existing under and by virtue of
the laws of the State of Florida (the "Issuer”), for value re-
ceived, hereby promises to pay, solely from the sources of pay-
ment hersinafter described, to the Registered Holder identified
above, or registered assigns as hereinafter provided, the Prin-
cipal Amoumt identified above on the Maturity Date identified
above and interest (calculated on the basis of a 160-day year of
twelve 30-day months) on such Principal Amount from the Date of
origimal Issue identified above or from the most recent interest
payment date to which intere=st has been paid, at the Interest
Rate per annum identified above om June 1 and December 1 of
each year commencing until such Principal
Amount shall have been paid or prnv1ded For, emcept as the pre-
visions hereinafter set forth with respect to rademption prior to
maturity may be or become applicable hereto.

Such Principal Amount and interest end the premium, if
any, on this bond are payakle lnh any coin or currency of the
United States of hnerica which, on ths respective dates of pay-
ment therecf, shall be iegal tender for the payment of public and
private debts. Such Principal Amount and the premium, 1f any, on
this bond, are payable, upcon presentation and surrender hereof,
at the principal office of

e ., as paying agenkt, or such other paying agent as
the Issuer shall herenfter duly appoint (the *Paying Adent”).
Payment of each installment of interest shall be made to the per-
son in whose name thls bond shall be registered on the registra—
tion books of the Issuer maintained by
as registrar, or such other regls—
trar as tne Issuer shall hereafter duly appoint {the "Registrar”),
at the close of business on the date vhich shall be the fifteenth
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day (whether or net a business day) of the calendar month next
preceding each lInterest payment date and shall (except for the
final payment of interest which shall be paid only upon presenta-
tion and surrender of this bond at the office of the Paying Agent)
pe paid by a check or draft of the Paying Agent majled to such
Registered Holder at the address appearlng on such registration
books or, at the optlen of the Paying Agent, and at the regquest
and expense of.such Registered Holder, by bank wire transfer for
the account of such Helder. In cthe event interest payasble on
this bond is not puncrually paid or duly provided for by the
Issuer pn such interest payment date, payment of each installment
of such defaulted interest shall be made to the person in whose
name this bond shall be registered at the close of business on a
speclal record date For the payment of such defaulted interest as
established by notice to such Registered Holder, not less than
ten (10) days preceding such special record date.

REFERENCE IS HEREBY MADE TO TEE FURTHER PROVISIONS OF
THIS BOND SET FORTH ON THE REVERSE SIDE HEREOF AND SUCH FURTHER
PROVISIONS SHALL FOR ALL PURPOSES EAVE THE SAME EFFECT AS IF SET
FORTH IN THIS PLACE.

Thls bond shall not be valid or become obligatory for
any purpase until the certificate of suthentication hereon shall
have been manually signed by the Registrar.

IN WITNESS WHEREOF, St. Johns County, Flerlda, has issued
this bond and has caused the same to be executed by the manual or
facsimile signature of the Chairman of its Board of County Commis-
sioners and attested and countersigned by Tthe manual or facsimile
signature of the Clerk of said Board and its official seal or m
facsimile thereof to be affixed or reproduced hereon, all as of
the day of , 19 .

ST. JOHNS CCUNTY, FLORIDA

(SEAL)
By

Chairman af the Board of
County Commissioners

ATTESTED AND COUNTERSIGNED:

clerk of the Board of
County Commissioners
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upon the System or any other property of the Issuer, except Tthe
Pledged Funds, and shall be payable solely from the Pledged Funds
in accordance with the terms of the Resolution.

In and by the Resclution, the Issuer has covenanted and
agreed with the Registered Holder that it will Fiwx, establish,
maintain and collect fees and charges for the use of the services
and facilities of the System and revise the same from time to
time, whepever necessmry, which will alveys provlde ln each fiscal
year Net Revenues which, Together wlth Connection Charges actually
deposited during such fiscal year in the Current Account created
pursuant to the Resolutlon, at least equal 125% of the debt ser-
vice requirement fFor such fiscal year and 100% of any amounts
required by the Resolution to ke deposired in such Eiscal year to
the Reserve Rcocount and the Renewal and Replacement Fund created
pursuant to the Resolution.

Neither the members of the Board of County Commissioners
of the Issuer nor any person executing this bond shall be liable
personally hereon or be subject to any personal liability er
accountability by reason of the issuance herscf.

(INSERT REDFMPTION PROVISIONS)

Notice of redemption, unless waived, is to be given by
the Registrar by mailing an official redemption notlce by regis-
tered or certified mall at least J0 days and not more than &0
days prior ts the date fiwed [or redemption to the regilstered
holders of the Bonds to be redeemed at such holders’ addresses
shown on the registratlon books maintained by the Reglstrar or at
such other addresses as shall be furnished in writing by such
reglstered holders to the Registrar; provided, however, that no
defect in any such notice teo any registered holder of Bonds to be
radeemed nor failure to give such notice to any such registered
holder nor failure of any such reglatered holder to receive such
notice shall in any manner defeatr the effectiveness of a call for
rademprion ae cto all other reglstered holders of Bonds to be re-
deemed. Notice of redemption having been given ae aforesaid, the
Bonds or portiens of Bonds to be redeemed shall, on the redemption
date, become due and payable at the redemption price therein speci-
fied, and from and after-such date (unless the Issuer shall de-
fault in the payment of the redemptlon price) such Bonds or por-
tions of Bords shall cease to hear interest.

This bond 1s transferable in accordance with the terms
of the Resolutlon only upon the books of the Issuer kept for that
purpose at the offlce of the Registrar by the Registered Holder
hereof ln person or by such Holder’s attormey duly authorized in
writing, upon the surrender of thls bond together with a written
instrument of transfer satisfactory to the Registrar duly em—
ecuted by the Registered Holder or such Holderfs attorney duly
autherized in writing, and thereupon a new bond or bonds in the
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CERTIFICATE OF AUTHENTICATION

This bond is one of the Bonds of the issue descrlbed
in the withln-mentioned Resolution.

DATE OF AUTHENTICARTION:

Registrar

By

Authorized Officer
{(Provisions on Reverse Side ofF Bond)

This bond is one of an anthorized issue of bonds of the
Issuer in the aggregate principal amount of § (the
"Bonds”) of like date, tenor and effect, except as to maturity
date, imterast rate, denominatlon and number, issued to Eipance

, in and for

the Issuer, under the authority of and in full compliance wikth
the Constitution and laws of the State of Florida, particulerly
Chapter 125, Part I, Florida Statutes, as amended, Chapter 159,
Part I, Florida Stacutes, as amended, and other appliceble pro-
visions of law (the "Act”), and a resolutlon duly adopted by the
Board of County Commisslonera of the Issuer on . 15,
as amended and supplemented (the "Resolutlon”), and is subject to
all the rerms and conditions of the Resolution.

The principal of and interest on this bond are payable
solely from end secured by a prior lien upon and a pledge of (1)
the Net Revenues (as defined in the Resolution) of the public
water and sewer system of che Issuer {the ®System,” as defined in
the Resolution), (2) certain Connection Charges (defined in tha
Resolution) to the extent provided im the Resclution and (1)
until applied in accordance with the provisions of the Resolu-
tion, the proceeds of the Bonds, all moneys, including invest-
ments thereof, in cerctain of the funds and accounts established
pursuant to the Resolurion and the sarnings on such investments,
all In the manner and to the extent described in the Resolutipn
(collectively, the "Pledged Funds®). It is expressly agreed by
the Registered Holder of this bond that the Full faith and credit
of the Issuer, is not pledged te the payment of the principal cf
or premium, if any, or Llnterest on this bond and that the Regis-
tered Holder shall never have the right to require or cempel the
ewarcise of the ad valorem taxing power of the Issuer to the pay-
ment of such principal, premium, if any, and interest. This bond
and the obligation evidenced hereby shall not constitute a lien
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Same aggregate principal amount shall be issued to the transferee
in exchange therefor, and upon the payment of the charges, if
any, prescribed in the Resclution. Each of the Bonds is issuable
in fully reglstered form in the denomination of $5,000 or any
integral multlple thersof not exceeding the aggregate principal
amount of the Bonds having the same maturity. The Issuer, the
Registrar and any Paying Agent may treat the Registered Holder of
this bond as the absclute owner hereof for all purposes, whether
or not this bond shall be overdue, and shall not be affected by
any notlce to the contrary. The Issuer and the Registrar shall
not be obligated: (i) to make any exchange or transfer of Bonds
during the fifteen (15) days next preceding am interest payment
date or, in the case of any proposed redemption of Bonds, during
the fifteen (15) days next preceding the date of selection of
Bonds to be redeemed; or {ii) after the selection of Bonds for
redemption, To make any exchange or transfer of Bonds so
selected.

It is hereby certified and recited thar all acts, condi-
tlons and things required to exist, to heappen and te be performed
precedent to and in the iesvance of this bond, exist, have hap-
pened and have been performed, in regular and due form and tlme
as required by the Constitutiom and laws of the State of Florida
applicable thereto, and that the issuance of the Bonrds does mob
violate any constltutional or statutory llmirations or provisiens.

LEGAL OFINION
[Insert appropriate aprroving opinion of bond counsel.]

The above is a true copy of the opinion rendered by
Foley & Lardner, Jacksonville, Florida, in connection with the
issuance of, and dated as of the original delivery of, the Bonds
of the lssue of which this bond is one. An exeeunted copy of
that opinion is on flle im my office.

Clerk
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The following abbreviations, when used in the inscrip-
Tion on the face of the within bond, shall be construed as though
they were written out in full according to applicable laws or
regulations:

TEN COM -- as tenants in common
TEN ENT -- as tenants by the entireties
JT TEN =-- as Jjoint tenants with right of

survivorship and not as tenants
in common

UNIF TRANS MIN RCT --—

(Cust.)

Custodian for

under Uniform Transfer to Minors Act of
(State)

Additional abbreviations may alsoc be used though not in
list above.
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ARTICLE IIT
REDEMPTICN CF BONDS

SECTION 1.01. Privilese of Redemptipn. The terms of
this Article III shall apply to redemption of Bonds other than
capital Appreciatior Bonds or Variable Rate Bonds. The terms and
provisions relating to redemption of Capital Appreciation Bonds
and Variable Rate Bonds shall be provided by Supplemental Resolu-
tion-

SECTION 3.02. Selection of Bonds to be Redeemed. The
Bonds shall be redeemed only in the principal amount of $5,000
each and integral multiples thereof. The Issuer shall, at least
sixty (60} days prior to the redemption date (unless a shorter
time period shall be satisfactory ko the Registrar) notify the
Registrar of such redemption date and of the principal amount of
Bonds to be redeemed. For purposes of any redemption of less
than all of the Qutstanding Bonds of a single maturity, the par-
ticular Bonds or portions of Bonds to be redeemed shall be selected
not wors than forty-five (45) days prior to the redemption date
by the Registrar from the Outstanding Bonds of the maturity or
maturities designated by the Issuer by such method as the Regis-—
trar shall deem fair and appropriate and which may provide for
the selection For redemption of Bonds or portions of Bonds in
principal amounts of §5,000 and integral multiples thereof.

If less than all of the Outstandlng Bonds of a single
maturity are to be redeemed, the Registrar shall promptly notify
the Issuer and Paying Agent (if the Registrar is not the Paying
Agent For such Bonds) in writing of the Bonds or portions of Bonds
selected for redemption and, in the case of any Bond selected for
partial redemption, the principal amount therecf to be redeemed.

SECTION 2.03. Notice of Redemption. Unless waived by
any Holder of Bonds tao be redeemed, notice of any redemption made
pursuant to this secticn shall be given by the Registrar on behalf
of the Issuer by mailing a copy of an official redemption notice
by registered or certified wail at least thirty (20) days and not
more than sixty (60) days prior te the date Fixed for redemption
To each Holder of Bonds to be redeemed at the address of such
Holder shown on the registration books maintained by the Registrar
or at such other address as shall be furnished in writing by such
Holder to the Registrar; provided, however, that no defect in any
notice given pursuant to this section to any Holder of Bonds to
be redeemed nor failure to give such notice shall in any manner
defeat the effectiveness of a call for redemption as to all other
Holders of Ponds te be redeemed.

417

ASSTGNMENT

FOR VALUE RECEIVED, the undersigned sells, assigns and
transfers unto

Insert Social Security or Other
identifying Number of Assignee

(Name ané Address of Assignee)

the within bond and does hereby irrevocably constitute and appoint
as attorneys to
register the transfer of the said bond on the books kept for regis-
tration thereof with full pever of substitution in the premises.

Dated:

Signature Guaranteed:

NOTICE: Signature(s) must be
guaranteed by a member Firm

of the New York Stock Exchange
or a commercial bank or trust
company -

NOTICE: The signature to this
assignment must correspond
with the name of the Registered
Holder as it appears upen the
face of the within bond in
every particular, without
alteration or enlargement or
any change whatever and the
Soclal Security or other iden-
tifying number of such assignee
must be supplied.
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Every cfficial notice of redemption shall be dated and
shall state:

(1) the redemption date,
(2) the Redemption Price,

(3) 4if less than 2]l cutstanding Baonds are To be re-
deemed, the number (and, in the case of a partial redemption of
any Bond, the principal amount) of each Bond to be redeemed,

(4) that on the redemption date the Redemption Price
will become due and payable upon each such Bond or portion thereof
called for redemption, and that interest thereon shall cease to
accrue from and after said date, and

(5) that such Bonds to be redeemed, whether as a Whole
or im part, are to be surrendered for payment of the Redemption
Price plus accrued interest at the office of the Paying Agent.

Prior to any redemption date, the Issuer shall deposit
with the Paying Agent an amount of money sufficient to pay the
Redemption Price of and accrued interest on all the Bonds or
portions of Bonds vhich are to be redeemed an that dare.

In addition ta the foregoing notice, Further notice
shall be given by the Tasuer as set out below, but ne defect in
said further notice nor any failure to give all or any portion of
such further notice shall in any manner defeat the effectiveness
of a call for redemption iF notice thereof is given as above pre-
scribed.

(1) Each further notice of redemption given hereunder
shall contain the information required above for an afficial notice
of redemption plus {a) the CUSIP numbers of all Bonds being re-
deemed; (k) the date of issue of the Bopds as originally issue
{c) the rate of interest horne by each Bond being redeemed;
td) the maturity date of each Bond being redeemed; and (e)] any
other descriptive information needed to identify accurately the
Bonds being redeemed.

{2) Each further notice of redemption shall be sent at
least thirty-Ffive (15) days before the redemption date by regis-
tered or certified mail or overnight delivery service to any
Insurer which shall have insured, or any Credit Bank which shall
have provided a credit Facility for, any of the Bonds being
redeemed and to all registered securities depositories then in
the business ol holding substantial amounts of obligatlons of .
types similar to the type of vhich the Bonds consist (such deposi-
tories now being Depository Trust Company of New York, New York,
Kidwest Securities Trust Company of Chicago, Illinois, Pacific
Securities Depository Trust Company of San Francisco, califernia,
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and Philadelphia Depasitory Trust Company of Philadelphia, Penn-
sylvania) and to one or more national information services that
disseminate notices of redemption of obligations such as the Bonds.

(3) Each such further notice shall be puklished one
time in the Bond Buver of New York, Nev York or, if such publica-
tion is impractical or unlikely to reach a subsktantial numbar of
the Holders of the Bonds, in same other financial newspaper or
4ournal which reqularly carries notlces of redemptlon of obliga-
tions similar ta the Bonds, such publication to be made at least
10 days prior to the date fiwed far redemprion.

SECTION J.84. Redemotion of Portions of Bonds. Any
Pond uwhich is to be redeemed only in part shall be surrendered at
any place of payment specified in the notice of redemption (with
due endorsement by, or uwritten instrument of transfer in Fform
satisfactory to the Registrar duly executed by, the Holder thereof
or such Holder’s attorney duly authorized in writing) and the
Issuer shall execute and the Registrar shall authenticate and
deliver to the Holder of such Bond, without service charge, a newv
Bond or Bonds, of the same interest rate and maturity, and of any
authorized denomination as reguested by such Holder, in an aggre-
gate principal amount equal te and in exchange for the unredeemed
portion of the principal of the Bonds so surrendered.

SECTION 3.05. Payment of Redeemed Bonds. Official
notice of redemption having been given substantially as aforesaid,
the Bonds or portions of Bonds to be redeemed shall, on the
redemption date, become due and payable at the Redemptlon Price
therein specified, and from and after such date (unless the Issuer
shall default in the payment of the Redemption Price) such Bonds
or portions of Bonds shall cease to bear interest. Upon surrender
of such Bonds for redemption in accordance with said notice, such
Bonds shall be paid by the Registrar arnd/or Payimng Agent at the
appropriate Redemprion Price, plus accrued interest. Each check
or other transfer of funds issued by the Registrar and/or Paying
Agent for the purpose of che paymenct of the Redemption Price of
Bonds being redeemed shall bear the CUSIP number identifying, by
issue and maturity, the Bonds being redeemed with the proceeds of
such check or other transfer. Installments of lnterest due on or
prier to the Redemption Date shall be payable as herein provided
For payment of interest. All Bonds which have been redeemed shall
be cancelled by the Registrar and shall nok be reissued.
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Supplemental Resclution, and there may be pald into the Construc-
tion Fumd, at the optlon of the Issuer, any moneys received for
or in conpection uvlith a Project by the Issuer from any other
source.

The Issuer shall establish within the Construction Fund
2 separate account for the Initial Project and each Additlonal
Project, the Cost of which is to be pald in whole or in part out
of the Construction Fund.

The proceeds of insurance mainfained pursuant te this
Resolution against physical loss of or damage to a Project, or of
contractors’ perfermance bonds with respect thereto pertaining to
the period of ceonatruction thereof, shall be deposited inteo the
appropriate account of the Constructlon Fund.

The Issuer covenants that the acquisitleon and construc-
tion of each Project uvill be completed without delay and in accor-
dance with sound engineering practices. The Issuer shall make
disbursements or payments from the Construction Fund to pay the
Cost of a Project upon the flling Wwith the Clexrk of documents
and/or certvificates signed by an Authorized Issuer Officer stating
with respect to each disbursement or payment to be made: (1) the
item number of the payment, {2) the name and address of the Per-
son to whom payment is due, (J) the emount to be paid, (4) the
Construction Fund account from which payment is to be made, (5!}
the purpose, by general clasegificatien, for vhich payment is to
be made, and (6) that (A) eech obligation, ltem of ¢ost or expense
mentioned thereln has been properly incurred, is ln payment of a
part of the Cast of a Project and is a proper charge against the
account of the Constructlon Fund from vhich payment is to be made
and has not been the basis of any previous disbursement or pay-
ment, or (B} each obligatlon, item of cost or expense mentioned
therein has been paid by Ehe Issuer, is a reimbursement of a part
of the Cost of a Project, is a proper charge against the account
of the Construction Fund from vhich payment is to be made, has
not been theretofore reimbursed to the Issuer or otherwlse been
the basis of any previous disbursement or payment and the Issuer
is entitled to reimbursement thereof. The Clerk shall retain all
such documents and/or certificates of the Authorized Issuer Offi-
cers for seven (7) years from the dates of such documents and/or
certificates. The Clerk shall meke available the documents and/or
certificates at all reasonable tlmes for inspection by any Holder
of any of the Bonds or the agenmt or representative of any Holder
of any of the Bonds.

The date of completion of a Project shall be determined
by the Authorlzed Issuer OFficer who shall certify such fact in
writing to the Governing Body. Promptly afrter the date of the
completion of a Project, and afrer paying or making provisions
for the payment of all unpaid items of the Cost of such Project,
the Issuer shall deposit in the Following order of priority any
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ARTICLE IV

SECURITY, SPECIAL FUNDE AND
APPLICATION THEREOF

SECTION 4-01. Bonds not to be Indebtedness pf Issuer.
The Bornds shall not be or constitute general obligations or in-
debtedness of the Issuer as "bonds” within the meaning of any
constitutional or statutory provision, but shall be speclal obll-
gations of the Tssuar, payable solely from and secured by a lien
upon and pledge of the Pledged Funds in accordance vwith the terms
of this Rasclution. Neo Holder of any Bond or any Credit Bank or
any Insurer shall ever have the right to compel the exercise af
the ad valorem taxing power of the Issuer te pay such Bond or be
entitled to payment of such Bond From any moneys of the Issuer
except the Pledged Funds, in the manner provided herein.

SECTION 4.02. Security for Bonds. The payment of the
principal of or Redemption Price, if applicable, and interest on
the Pands shall be secured forthwith equally and ratably by a
pledge of and lien upon the Pledged Funds. The Pledged Funds
shall be subject to the lien of this pledge immediately upon the
issuance and delivery of the Seriea 1989 Bonds, vithout any
physical delivery by the Issuer of the Pledged Funds or further
act, and the lien of this pledge shall be valid and binding as
against all parties having claims of any kXind against the Issuer,
in tort, contract or otherwise. The Issuer does hereby irrevo-
cably pledge the Pledged Funds in the manner provided in this
Resolution to the payment of the principal of or Redemption Price,
if applicable, and interest on the Bonds.

SECTION 4.0). Additjonal Securjty. Anything herein to

the contrary notwithstanding, however, che Issuer may cause any
Series of Bonds to be payable from and secured by a Credit Fa-
cility or an insurance policy of an Insurer not applicable to any
one or more other Series of Bonds, as shall be provided by Supple-
mental Resolution, in addition to the security of the Pledged
Funds provided herein.

SECTION 4.04. cConstruction Fund. The Issuer covenants
and agrees to establish a separate fund with an Authorized Deposi-
rory to be known as the ”5t. Johns County Water and Sewer System
Construction Fund,” which shall be used only for payment of the
Costs of Projects. Moneys in the Construction Fund, until applied
in payment of any ltem of the Cost of a Project in the manner
hereinafrer provided, shall be held in trust by the Issuer and
shall be subject to a lien and charge in favor of the Holdera of
tha Honds and for the further security of such Holders.

There shall be paid inte cthe Construccion Fund the amounts
required to be so paid by the provisions of this Resolutien or
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balance of moneys remaining in the Construction Fund in (1)
another account of the Constructiop Fund for vhich the RAuthorized
Issuer OFEficer has stated that there are insufficient moneys
present to pay the Cost of the related Project, (2) the Reserve
Account, to the extent of a deficiemcy therein, (3) the Dabt
Service Fund, and {4) such ather Fund or account of the Issuer,
including those established hereunder, as ghall be determined by
the Governing Bedy, provided the Iesuer hae received an opinicn
of Bond Counsel to the effect that such transfer shall, not ad-
versely affect the exclusion, if amy, of interest on the Bonds
from gross ihcome for federal income tax purposes.

SECTION 4.05, Funds and Accoupts- The Issuer covenants
and agrees to establish with one or more Authorized Depositories
separate funds to be known as the 7St. Johns County Water and
Sewer System Revenue Fund,” the St. Johns County Water and Sewer
System Connection Charges Fund,” the "St. Johne County Water and
Sewer System Operation and Maintepanace Fund,” the *“St. Johns
County Water and Sewer Revenue Bonds Debt Service Fund,” the
”St. Johns County Water and Sewer System Renewal and Replacement
Fund,” and the ”“St. Johns County Water and Sewer Revenue Bonds
Rebate Fund.” The Issuer shall maintain in the Debt Service Fund
four accounts: the “Interest Account,® the *Principal Account,”
the "Bond Amortization Account,” and the ”"Reserve Account.”
Moneys in the Debt Service Fund, until applied in accordance wlth
the provisiens hereof, shall be subject to a llem and charge in
favor ¢f the Holders and for the further security of the Holders.
The Issuer shall maintain im the Connection Charges Fund twa ac-
counts: the 7Current Account” and the "stapillzatlon Account,”

The Issuer shall at any time and from time to time ap-
point one or more AuthoriZed Deposltaries te held, For the benefit
of the Issuer and/or the Bondholders, any one or more of the funds
and accounts established hereby. Such depository or depositaries
shall perform at the direction of the Issuer the duties of the
Issuer in deposlting, transferring and disbursing moneys to and
from each of such funds ard accounts as herein sec forth, and all
records of such depositary in performing such duties shall be
open at all reasonable times to inspection by the Issuer and its
agent and employees.

SECTION 4.06. Flow of Funds.

{A) Gross Hevenues and Connection Charges. The Issuer
shall deposit the Connection Charges into the Current Account,
promptly upon the receipt thereof, until an amount equal to the
Connection Charges Debt Service Components for the then current
Bond Year shall have been deposited into the Current Account in
such Bond Year, After an amount egual to such Connection Charges
Debt Service Components shell have been deposited into the Current
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Account in such Bond Year, tha Issuer shall deposit additional
Connection Charges recelved in such Bond Year inte the Stablliza-
tion Account.

On or before the last day of each month, commencing with
the month in which delivery of the Series 1989 Bonds shall be
made to the purchasers thareof, all or any portion of the moneys
in the current Account may, at the optlon of the Issuer, be de-
posited or credited to the Debt Service Fund in the manner
described in part (2) hereof; provided, hovever, that such moneys
shall he deposited or credited to the Debt Service Fund in the
manner described in part (2) hereof in the event that moneys in
the Revenue Fund are insufficient or unaveilable to make all of
the deposits lnte the Debt Service Fund required by part (2)
hereof. The balance of any moneys remaining In the Current
Account after such deposits, if any, shall be transferred to the
Stabilization Account.

Mcneys in the Stabilization Account may, to the extent
such moneys are lawfully availsble for such purpose, be applied
only {i) to the Current Account in an amount which shall net ex-
ceed the Connection Charges Debt Service Components for the then
current Bond Year, less amounts previously transferred from tha
current Account to the Debt Service Fund during such Bond Year,
(il) to the purchase or redemption of Bonds or (ilil} to the
Issuer, from time to time, For the acquisitlon and comstruction
of Expansion Faclillities,

Notwithstanding anything to the cortrary contained ln
this Resolution, the aggregate amount of Connectisn Charges ap-
plied and allocated to the aggregate Debt Service Requirements
for the Bonds shall never exceed the aggregate Connection Charges
Debt Service Components for the Bonds.

The Issuer shall deposit all Gross Revenues into the
Revenue Fund, promptly upon the receipt thereof. On or bafere
the last day of each month, commencing with the month in which
delivery of the BRonds shall be made to the purchasers thereof,
the moneys in the Revenue Fund shall be deposited or credited ln
the folloving manner and in the following order of priority:

(1) oOperation and Maintensnce Fund. The Issuer shall
deposit into or credit to the Operation and Maintenance Fund such
sum as shall be necessary to cause the moneys in the Operation
and Maintenance Fund to be sufficient to pay Operating Expenses
for the next succeedihg month according to the Annual Budget;
provided, howewer, that subject always to the provisions of Sec-—
tion 5.06 hereof, the Issuer shall transfer meoneys from the Rev-
enue Fund to the Operaticn and Malntenance Fund at any time to
pay Operating Expenses to the extent there shall be a deficlency
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pay the principal of the Bonds other than Term Bonds as and vwhen
the same shall mature, and for no other purpose.

(c} PBond Bmortization Account. Paymenks to the Bond
Amortization Account shall be on & parity wlth paymente to the
Principal Account. Commencing im the month which is one year
rriar re the due date of each Amertlzatlon Installment, the Issuer
shall deposit into or credit to the Bond Amortizatlon Account
the sum which, together with the balance in said account held for
the credit of such Amortizatisen Inszallment and all Outstarding
Term Ponds due and unpaid and not theretofore allocated to supple-
ment any previous monthly deposit, vill be sufflcient to pay (i)
one-twelfth (1/12) of such Amortization Installment and (1i) the
full balance of any continuing deflciencies ln prior deposlts to
the Bond Amortization Account for such Amortlzation Installment
and the principel amount of all such Outstanding Term Bonds due
and unpaid. Term Capital Appreciation Bonds (including their
respective interest components) shall be payeble entirely from
moneys in the Bond Amortlzatlon Account on the respective due
dates of the Amortization Installments applicable thereto, and
deposits or credlts to the Bond Awortlzation Account to provide
funds for such purpose shall commence in the month which is one
year prior to each such Amortization Installment due date. Moneys
in the Bond Amortization Account shall be applied by the Issuer
to purchase or redeem Term BHonds in the manner herein provided,
and for no other purpose.

Amounts accumulated in the Bond Amortizatlon Account
with respect ko any hmortization Installment may be applied by
the Issuer, on or prior to the siwtieth (60th) day preceding the
due date of such Amortlzation Installment (1) to the purchase of
Term Bonds of the Series and maturity for which such Amortization
Installment Was establlished, at & price not greater then the
Redenption Price at which such Term Honds may be redeemed on the
first date thereafter on which such Term Bonds shall ba subject
ta redemption, or (ii) to the redemption at the applicable Redemp-
tion Price of such Term Bonds. The appllcable Redemptlon Price
(or principal amount of maturing Term Bonds) of any Term Bonds so
purchased or redeemed shall be deemed to canstitute part of the
Bond Amortization Accounkt until such Amortization Installment
date, for the purposes of calculating the amount of such Account.
As soon as practicable after the sixtleth (60th) day preceding
the due date of any such Bmortlzation Installment, the Issuer
shall proceed to call For redemption on such due date, by causing
notice to be given as provlded in Section 3.0 hereof, Term Bonds
of the Series and maturlty for which such Amortization Installment
was established (except in the ¢ase of Term Bonds maturing on an
Amortization Installment date) in such amount as shall be neces-
sary to complete the retirement of the unsatisfied balance of
such Amortization Installment. The Issuer shall pay out of the
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in the moneys Iin the Operation and Maintenance Fund for such pur-
pose. Moneye in the Operatlon and Mmaintenance Fund shall be paid
out from time to time by the Issuer to pay reasonable and nacas-—
sary Operating Expenses as and wvhen the same shall be incurred.

{2y Debit Service Fund. MNext, the Issuer ghall deposlt
into or credit to the Debt Service Fund, from moneys in the Rev-
enue Fund and/or the Current hecount, such sums ag shall be re-
quired for all of the deposits, transfers mnd payments dascribed
in this part (2}. The moneys on deposit in the Dabt Service Fund
shall be applied by the Issuer ln the manner provided herein
solely for the payment of thae principal of or Redemption Prlce,
if applicable, and interest on the Bonds and for the purchase of,
and reinstetement of the maximum limits eof, any Reserve Accounkt
Insurance Policy and/or Reserve Account Letter of Credit, and
shall not be available for any other purpose. The moneys trans-
Ferred From the Revenue Fund and from the Current Account to the
Debt Service Fund shall be depesited or credited in the following
manner and in the Following order of priority:

(a) Intere . The Issuer shall deposit inte or
credit to the Interest Account the sum which, togecther with the
surplus moneys in the Interest Account not theretefore allscated
to supplement any previous manthly deposit to the credit of the
Interest Account, will be sufficient to pay one-sixth {1/6) of
all interest coming due on the BPonds on the nawt Interest Date,
plus the full bmlance of any continuing deficlencies in prior
deposits to the Interest Aecouht. Moneys in the Interest Account
shall be applied by the Issuer to pay interest on the Bonde as
and when the same becoma dua, whether by redemption or othervise,
and for mo other purpose. The Tssuer shall adjust the amount of
the deposit into the Interest Account not later than the menth
immedlately preceding any Interest Date so me to provide suf-
ficient moneys in the Interest Account to pay the interest on the
Bonds coming due on such Interest Date.

{b) Primcipel Acecount. Next, the Issuer shall depesit
into or credit to the Principal Account the sum which, togecher
with the surplus moneys in the Principel Account not theretofore
allocated to supplement any previous monthly deposit to the credic
of the Princlpal Account, will be sufficlent to pay (i) the priln-
cipal amount of all Outstanding Bonds other than Term Bends due
and unpeid and (1l) one-twelfth (1/12} of the principal amount of
the HBonds other than Term Bonds which shall thereafter mature
during the then current Bond Year. Berial Capital Appreclatien
ponds {including their respective interest components) shall be
payable entirely from moneys in the Prlncipal Account on their
respectlve maturjty dates, and deposits or credlts to the Prln-
cipal Account to provide funds for such purpose shell commence in
the month which is one year prior to each such meturity date.
Moneys in the Principal Account shall be applled by the Issuer to
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Bond Amortization Account and the Interest Account to the respec-
tive Paying Agents, on or before the day preceding such redemption
date (or maturity date), the amount required for the redemption
(or for the payment of such Term Bonds them maturing), and such
amount shall be epplled by such Paylng Agents te such redempticn
(or payment). All expenses in connectlen with the purchase or
redemption of Term Bonds shall be paid by the Issuer from the
Revenue Fund.

(d) HReserve Accoynt. Next, the Issuer shall deposit
into or credit to the Reserve Account such sum, if any, as will
be necessary To immedlstely restore the Funds on depesit therein
to ap amount egual o the Reserve Account Requirement Lncluding
the reinstatement of any Reserve Account Insurance Polloy or
Reserve Account Letter of Credlt on deposit therein or the cash
replacement thereof. On or prior to each Interest Date and each
maturity or redemption date for the peyment of any primcipal of
the Bonds, moneys in the Reserve Account shall be applled by the
Issuer to the payment of the principal of or Redemption Price, if
applicable, and interest on tha Bonds to the extent moneys in the
Interest Account, the Principal Account end the Bond Amortization
Account shall be insufficlent For such purpose. Whenever there
shall be surplus moneys In the Reserve Account by reason of a
decreese ln the Reserve Account Requirement, such surplus moneys
shall be deposited by the Issuer into the Interest Accounk.

Upon the issuance of any Series of Bonds, under the
terms, limitations and condltions as herein provided, the Issuer
shall previde for the Punding of the Reserve Account in an ameunt
egual to the Reserve Account Requlrement. Such required amount
may be pald in full or in part from the proceeds of such Serles
of Bonde or may be accumulated in equal monthly payments from the
Revenue Fund, on a parlty with the payments required by the Flrst
sentence of this subpart (d}, to the Reserve Account over a
period of months from the date of 1ssuance of such Series of
Bonds, which shall not exceed the greater of (a) sixty (60)
months, or (b) the number of months for vhich intereat on such
Series of Bonds has been capitalized, as determined by Supple—
mental Resolution.

Whenever meneys on deposlt ln the Reserve Account, to-
gether wlth the other available amounts in the Debt service Fund,
are sufflelent to Fully pay mll Outstanding Bends (including prin-
cipal and interest thereen) in accordance with their terms, the
Funds on deposit in the Reserve Account shall be applied to the
payment of Bonds.

Notvithstandlng the faoregoing provlsions, in lieu of the
required deposits lnte the Reserve Account, the Iesuer may, at
its sole option and discretion, cause to be deposited a Reserve
aAccount Insurance Policy and/or Reserve Account Letter of Credit
in an amount equal to the dilfference between the Reserve hccount
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Requirement applicable therete and the sums then on deposit in
the Reserve Account, if any. Such Reserve Account Insurance Pol=
icy end/or Reserve Rhcocount Letter of credit shall be payable to
the Paying hgent for such Series (upon the glwving of notice as
required thereunder) on any interest payment or redemption date
on which a deficiency exists vhich cannot be cured by Funds in
any other fund or account held@ pursuant to this Resolution and
available for such purpose. The issuer providing such Reserve
Account Insurance Policy and/or Reserve Account Letter of Credit
shall be either (a) en insurer (i) whose municipal bond insurance
policies insuring the payment, when due, of the principal of and
interest on municipal bord issues results in such lssues being
rated ln one of the two higheet rating categories (without regard
to gradations, such as "plus” or "mlnus” of such categories) by
either Standard & Poor’s Corporation or Moody's Investors Service,
or {ii) whe hslds one of the two highest policyholder ratings
accorded insurers by A. M. Best & Company, or any comparable serv-
ice, or (b) a cemmercial bank, insurance company or other Einan-
cial imstltution the bonds payable or guaranteed by which have,
or whose obllgation to pay is guaranteed by a commercial bank,
insurance company or other financial institution whlch has, been
asslgned a rating by either Moody's Investors Service or Standard
& Poor’s Corporation in one of the two highest rating categories
(without regard te gradations, such as ”plus® or “minus” of such
categories) .

If fifteen (15) days prior to an Interest Date, a prinm-
cipal maturity date or a mandatory redemption dare, the Issuer
shall determine that a deficiency exists in the amount of moneys
available to pay in accordance with the terms herecf intersest
and/or principal due on Bonds on such date, the Issuer shall
immediately notlfy (a) the issuer of the applicable Reserva Ac—
count Insurance Peolley and/er the issuer of the Reserve Account
Letter of Credik, and (b) the Insurer, lf any, of the amount of
such deficiency and the date on which such payment is due, and
shall take ell action to cause such igsuer or Insurer to provide
moneys which, together with the sum ther on deposit in the Reserve
Account, are sufficient ta pay all amounts due on such interest
payment or redemprtion date.

If a disbursement is made from a Heserve Account Insur-
ance Polley and/or Reserve Account Letter of Credit provided pur-
suant to this Section 4.06(A)(2)(d), the Issuer shall relnstate
the meximum limits of such Reserve hecount Insurance Policy and/or
Reserve Account Letter of Credit immediately following such dis-
bursement as soon as moneys are available im the Raserve Account
in accordance with the provisions of the first paragraph of this
Section 4.06(A)(2)(d), by depositing fundz in the amount of the
dispursement made under such instrument, with the lssuer thareof,
together with interest therean to the date of reimbursement at
the rate set forth in such Reserve Account Insurance Policy or
such Reserve Account Letkter of Credit, but in no caee greater
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and/or such Reserve Account Letter of Credik, shall be equal to
the Reserve Account Requiremenc.

If any Reserve Account Letter of Credit or Reserve
Account Insurance Policy shall terminate prior to the stated ex-
piration date thereof, the Issuer agrees that it shall fund the
Reserve Account pursuant to the first sentence of thls Section
4,06{A}(2)(d), during a period mot te exceed siNTty (60) months
when it shall make consecutive equal monthly payments in order
that the amount on deposit im such account at the end of such
period shall be equal to the Reserve hccounk Requirement: pro-
vided, the Issuer may at its sole option and discrecion, with the
prior vritten consent of the Insurer, if any, obtalm a new Reserve
Aoccount Letter of Credit or a new Reserve Account Insurance Policy
in lieu of making the payments required by this paragraph.

(1) BHenewal and Replacement Fund- Next, whepever the

palance on deposit ln the Renewal and Replacement Fund shall be
less than the Renewal and Replacement Fund Requirement, the Issuer
shall depoeit into or credit to the Renewal and Replacement Fund
the balance of all moneys remaining in the Revenue Fund teo the
extent necessary to cause the moneys in the Renewal and Replace-
ment Fund To egual the Renewal and Replacement Fund Requirement,
If at anytime the balance on deposit in the Renewal and Replace-
ment Fund shall exceed the Renewal and Replacement Fund Require-
ment, such emcess shall be withdravn by the Issuer from tha Re-
newal and Replacement Fund and deposited into the Revenue Fund.
The moneys in the Renewal and Replacement Fund shall be applied
by the Issuer To the payment of the cost of extensions, improve-
ments and additions to, or renewals and replacements of the
capital assets of, the System, or extreordinary repairs of the
System; previded, however, that whenever moneys in cthe Debtr Ser-
vice Fund shall be insufficient to pay all or any part of the
principal of, Redemption Price or interest on any of the Bonds,
moneys in the Renewal and Replacement Fund shall first be used to
supplement the Debt Service Fund to the extent necessary to pre-
vent a default on the Bonds.

{4) Subordinated Indebtedness. Next, the Issuer shall
apply available moneys ir the Revenue Fund to the payment of the
debt service for any Subordinated Indebtedness.

(5) Rebate Fund. WNext, the Issuer may, at its option,
deposit inte or credit to the Rebate Fund the amount described in
Section 4.07(A) hereof.

(6) Edcess Revenues. Finally, the Issuer may withdraw

the balance of all moneys remaining on deposlt to the credit of
the Reverue Fund and apply the same to any lawful county purpose.
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than the maxlmum rate of Interest permitted by law. 1In addleion,
and In the seme manner, the Tasuer shall reimburse the issuar of
the Reserve Account Tnsuranca Pollcy and/or the lesuer of the
Resarve Account Letter of Credit for all reasonmble expences
incurred by such issuer in connection wlth the draw on such
Reserve Account Insurance Folley or the Reserve Account Letter of
Credit, as che case may be.

The Issuer may evidence ite obligation to reimburse the
issuer of any Reserve Account Letter of Credlt or Reserve Account
Insurance Policy by executing and delivering to such issuar a
promissary note therefor, provided, hovever, any such note (i}
shall not ba a general sbligation of the Issuar the payment of
which is seeured by the full faith and credit or taxing power of
the Issuer, and (ii) shall be payable solely from moneys avail-
able in the Reserve Account in accordance with the provisions of
the first paragraph of thie Sectlen 4,06(a) {2) (d).

To the extent the Issuer causes to be deposited into the
Reserve Account, a Reserve Account Insurance Pollcy esnd/or a
Reserve Account Letter of Credit for a term of years shorter than
the life of the Series of Bonde so insured or sacured, then the
Reserve Account Insurance Policy and/or the Reserve Account Letker
of Credit shall provlde, among eother things, that the issuer
thereof shall provide the Issuer with notice as of each anniversary
of the date of the issuance of the Remerve Account Insurance
Policy and/or the Reserve Acceunt Letter of Credit of the intan-
tion of the ilssuer thereof to either (1) extand the term of the
Reserve Account Insurance Pollcy and/or the Reserve Account Let-
ter of Credlt beyond the expiration dares thereof, or (ii) term-
inate the Reserve Account Insurance Policy and/or the Reserve
Account Letter of Credlt on the initlal ewpiration dates thereof
or such other future date as the lssuer thereof shall have estab-
lished. If the issuer of the Reserve Account Insurance Policy
and/or the Reserve Accoupt Letter of Credit notifies the Issuer
pursuant to clause (il) of the Iimmediately preceding sentence or
if the Issuer terminatee the Reserve Account Letter of Credit
and/or Reserve Account Insurance Policy, then the Issuer shall
deposit inte the Reserve Account pursuant to the flrst sentence
of thls Section 4.06(A)(2)(d), during the Ffirst full celendar
month following the dete on which such netlce of intent to term-
inate is received by the Issuer and in each succeeding monch,
such sums as shall be sutficlent to pay each month an amount equal
to a fraction, the numerator of which is one (1) and the dencmina-
tor of which is equal to the number of months remalning in the
term of the Reserve Account Insurance Policy and/or the Reserve
Account Letter of Credit, of the portion of the Reserve Account
Requirement covered by the Reserve Account Letter of Credlt amd/or
the Reserve Account Insurance Policy on the date such notice was
received, until the sum on deposit in the Reserve Account, end no
later than the expiration of such Reserve Account Imsurance Pallcy
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(B) The Issuer,
in its dlscretion, may use moneys in the Principal Account and
the Interest Account to purchase or redeem Bonds coming due on
the next principal peyment date, provided such purchase or redemp-
tion does not adversely affect the Issuer’s ability to pay the
principal or interest coming due on such principal payment data
on tha Bands not so purchased or redeemed.

(C) Deposit with Paying Agent. At least one (1)
business day prior to the date established for payment of any
principal of or Redemption Prlce, if applicable, or interest on
the Bonds, the Issuer shall withdraw from cthe Debt Service Fund
sufficient moneys to pay such principal or Redemption Prlece, if
applicable, or interest and deposit such moneys with the Paying
Agent for the Bonds to be paid.

(D) Rejmbu . In the case of Bonds
secured by a Credit Facility, amounte on deposit in any Funds or
accounts established for such Bonds may be applied as provided im
the applicable Supplemental Resclution to relmpburse the Credlt
Bank for amounts draun under such Credit Facility to pay the prin-
cipal of or Redemption Price, if appllcable, and interest on such
Bonds or to pay the purchase price of any such Bonds which are
tendered by the Holders thereof for payment.-

SECTION 4-07. Rebate Fund. Amounts on deposit in the
Rebate Fund shall be held in crust by the Issuer and used solely
to make required rebates to the United States Treasury (except to
the extent the same may be transferred te the Revenue Fund) and
the Bondholders shall have no right to have the same applied faor
debt service on tha Bonds. The Issuer agrees teo undertake all
actions required of it in its arbitrage certificate, dated the
date of issuance of the Bonds, relatlng to the Bonds, including,
but not limited to:

(A) making a determination im accordance with the Coda
of the amount required to be deposited in the Rebate Fund:

(B) depasiting from moneys in the Revanue Fund or from
other moneys of the Issuer derived frem sources other than ad
valorem taxaciorn and legally available for such purpese the amcunt
determined in clause (A} above inte the Rebate Fund;

{C) paying on the dates and in the manner requlred by
the Code to the United States Treasury Erom the Rebate Fund and
any other legally avallable moneye of the Issuer derived Ffrom
Sources other than ad valorem taxation such amounts as shall be
required by the Code to be rebared te the United States Treasury;
and
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{D) keeping such records of the determinations made
pursuant to this Section 4.07 as shall be required by the Code,
as well as evidence of the fair market value of any investments
purchased with proceeds of the Bonds of the Series of which such
accounts were created.

The provisions of the above—described arbitrage cerkifi-
cate may be amended from time to time as shall be necessary, in
the opinion of Bond Counsel, to comply with the provisiens of the
Code .

Foley & Lardner, Jacksonville, Florida, is hereby
appainted to serve as rebate administrator hereunder vith respect
to every Series of the Bands until the Issuer shall by resolution
appoint as successor rebate administrator any other Bond Counsel
or any certified public accountant, bank or trust company, or
other agent of the Issuer who shall be qualified to assure com-
pliance by the Issuer with the requirements of this section. The
rebate administrator is hereby autherized to hire counsel,
accauntants, and other experts which the rebate administrator
may, in its sole discretion, determine advisasble for the purpose
of cbtaining the required ecalculations of the rebate amounts and
determinations as to the due dates Ffor the rebate thereof and
other matters necessary for compliance with Section 148(f) of the
Code as the same relates to the Bonds. The rebate administrator
will not be liable for any loss occasioned by its reliance upon
the instructions of such experts or upon the Issuer’s certifica-
tion of the amounts earned on nonpurpose investments, as such
term is defined in Section 148(b)(2) of the Cade, in vwhlch gross
proceeds of the Bonds shall be invested. The duties and respon-
sibilities of the rebate administrator may be performed by more
Than one Person.

SECTION 4.08. Investments. The Construction Fund, the
Revenue Fund, the Connection Charges Fund, the Debt Service Fund
and the Renewal and Replacement Fund shall be continuously secured
in the manner by vhich the deposit of public fungs are authorized
to be secured by the laws of the State. Maneys on deposit in the
construction Fund, the Revenue Fund, the Connection Charges Fund,
the Operation and Maintenance Fund, the Rebate Fund, the Renewal
and Replacement Fund and the Debt Service Fund, other than the
Reserve Account, may he invested and reinvested in Authorized
Investments makuring not later than the date on which the moneys
therein will be needed. Moneys on depesit in the Reserve Account
may be invested or reinvested in huthorized Investments which
shall mature no later than flve (5) years from the date of acqui-
sition thereof.

Any and all income received by the Issuer from the in-
vestment of moneys in the Construction Fund, in the Rebate Fund,
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Additional Ponds and that are payable in vhole or in part out of
the Fledged Funds and vhich may be secured by a pledge of the
Pledged Funds; provided, hovever, that such pledge shall be, and
shall be expressed to be, subordinated in all respects to the
pledge of the Pledged Funds created by this Resolution. The
Issuer shall have the right to covenant with the holders from
time to time of any Subordinated Indebtedness to add to the con-
ditiens, limitations and restrictions under which any Additional
HBonds may be issued pursuant to Section 5.02 hereaf.

SECTTON 5.02. Issuance of Additional Bopds. No hddi-
tional Bonds, payable from the Pledged Funds on a parity with the
Bonds then Outstanding pursuant to this Resolutien, shall be
issued except upon the conditions and in the manner herein pro-
vided. The Issuer may issue one or more Series of Additional
Ponds For any one or mere of the follovwing purposes: financing
the Cost of an Additional Project, or the completion thereof or
of the Initial Project, or refunding any or all outstanding Bonds
or of any Subordinated Indebtedness of the Issuer.

Ko such Additicnal Bonds shall be issued unless the
following conditions are complied with:

(A) The Issuer shall certify that it is current in all
deposits into the various funds and accounts established hereby
and-all payments theretofore required to have been deposited or
made by it under the pravisions of this Resolution and has
complied with the covenants and agreements of this Resolution.

(B) There shall have been ohtained and filed with the
Tssuer a certificate of an independent certified public account-
ant: (1) stating that he has examined the books and records of
the Issuer relating to the collection and receipt of the Gross
Hevenues and the Connection Charges:; (2) stating the amount of
Net Revenues and the Connection Charges actually deposited inte
the Current Account during the immediately preceding Fiscal Year
or any twelve (12) consecutive months selected by the Issuer of
the twenty-four (24) months immediately preceding the issuance of
such Additional Bonds: (2} stating that such Net Revenues,
adjusted as provided in Sectiecn 5.02(E) hereof, equal at least
1.10 times the Maximum Debt Serivce Hequirement for all Outrstand-
ing Bonde and such Additional Bonds then propesed to be issued;
{4) stating that such Net Revenues and such Connection Charges,
adjusted as provided in Section 5.02(E) hereof, egual at least
1.20 times the Maximum Debt S5ervice Regquirement for all Outstand-
ing PBonds and such Additional Bonds then proposed to be issuad;
and (5) stating that no Event of Default was disclosed in the
report of the most recent Annual Audik, or if such Event of De-
fault was so disclosed, that it shall have been cured.
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in the Interest Account, the Principal Account and the Pond Amor-
tization Account in the Debt Service Fund, in the Revenue Fund,

in the current Account and in the Stabilization Account, in the
Operation and Maintenance Fund, in the Reneual and Replacement

Fu.d and in the Reserve Account in the Debt Service Fund (to the
cxtent the amount therein is less than the Reserve Account Require-
ment), shall be retained in such respective fund or account unlass
otherwise required by applicable law.

Any and all income received by the Isswer from the
investment of moneys in the Reserve Account in the Debt Service
Fund (to the extent the amount therein is greater than the Reserve
Account Reguirement) shall be deposited in the Interest Account.

All investments shall be valued at cost. Nothing con-
tained in this Resolution shall prevent any Authorized Investments
acquired as Investments of or security for funds held under this
Resolution from being issued or held in book-entry form on the
books of the Department of the Treasury of the United States.

SECTION 4.09. Separate Accounts. The moneys required
to be accounted for in each of the Fforegoing funds and accounts
established herein may be deposited in a single bank account, and
funds allocated to the various Funds and accounts established
herein may be invested in a comman investment pool, provided that
adeguate accounting records are maintained to relleect and conirol
the restricted allocation of the moneys on deposit therein and
such investments for the various purposes of such funds and ac-
counts as herein provided.

The designation and establishment of the varicus funds
and accounts in and by this Resolution shall not be construed to
require the establishment of any completely independent, self-
palancing Funds as such term is commonly defined and used in govern-
mental accounting, but rather is intended solely to constitute an
earmarking of cerrain revenues for certain purposes and to estab-
lish certain priorities for application of such reverues as herein
provided.

BRTICLE ¥

SUBORDINATED INDEBTEDNESS
ADDITIONAL BONDS, AND COVENANTS OF ISSUER

SECTION 5.01. Subordinated Indebtedness. The Issuer
will not issue any other obligatioms, except under the conditions
and in the manner provided herein, payable from the Pledged Funds
or voluntarily create or cause to be created any debt, lien,
pledge, assignment, encumbrance or other charge having prierlty
to or baing on a parity with the lien thereon in favor of the
Fonds and the interest thereon. The Issuer may at any time or
from time to time issue evidences of indebtedness that are not
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(C) In computing Maximum Debt Service Requirement for
purposes of this Section 5.02, the interest rate on outstanding
Variable Rate Ponds, and on additional parity Variable Rate Bonds
ther proposed to be issued, shall be deemed te be the Maximum
Interest Rate applicakle thereto.

(D) For the purposes of this Section $.02, the phrase
#immediately preceding Fiscal Year or any twelve (12) consecutive
months selected by the Issuer of the twenty-four (24) months imme—
diately preceding the issuance of such Additional Bonds”? shall be
sometimes referred to as 7tuelve consecutive months.”

(E) The Net Revenues and the Connection Charges
deposited into the Curremt Account may be adjusted by the indepen-
dent certified public accountant, at the option of the Issuer, as
follovs:

(1) If the Issuer, prior to the issuance of the propesed
Additional Ponds but not prior to the beginning of such twelve
consecutive months, shall have increased the Rates, and/or shall
have begun to derive revenues from newly acquired facilities of
the System, the Net Revenues for the tuelve consecutive months
shall be adjusted to show the Net Revenues which would have been
derived in such twelve consecutive months 1f such increased Rates
had been in effect, andsor such new facilities had produced rev-
enues, during 2ll of such twvelve consecutive months.

{2) In the event the Issuer shall have completed addi-
tions, extensions or improvements to the System priar to the issu-
ance of the propmsed hdditiocnal Bomds but not prisr o the begin-
ing of such twelve consecutive months and/or shall be construct-
ing or acquiring additions, extensions or improvements to the
System to be Einanced wholly or lIn part from the proceeds of such
additicnal Bonds or Erom any other source, from which Projest or
Projects the Issuer expeckts To derive revenues within three (1)
years after issuance of such Acdditional Ponds, such Net Revenues
may be adjusted by adding thereto the net revenues egtimated by
the Consulting Engineers to be derived during the first twelve
{12) meonths of operation of such Project after completion aof the
canstruction or acqulsition thereof.

{3) If the Issuer, in connection with the issuance of
additional Bonds, shall enter into a contract {with a duration
not less than the Final maturity of such hdditional Bonds) with
any public or private entity whereby the Issuer agrees to Furnish
serviges in connectlon with any water and/or sewer system, then
the Net Revenues of the System during the twelve (12) cnnsechive
months shall be increased by the least amcunt which said public
or private entity shall guarantee to pay in any one year for the
furnishing of said services by the Issuer, after deducting
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therefrom the proportion of operating expensas and repair, renewal
and replacement cost aktributable in such year to =such services.

{(4) In the event the Issuer =hall ba constructing or
acquiring addirions, extensions or improvements to the System
From the proceeds of such Additional Bonds and chall have estab-
lished Fees, retes or charges To be charged and collected from
users of such facilities when service is rendered, such Net Reve-
nues and such Connection Charges may be adjusted by adding thereto
the Net Revenues and the Connection Charges (im an amount not
exceeding the Connection Charges Debt Service Comporent for the
proposed Additional Bonds for the flrst Bond Year commencing after
completion of tha construction or acquisirlon of said additioms,
extensions and improvements) estimated by the Consulting Engineers
ta be derived during the first twelve {12) months of operation
after completion of the construction or acqulsition of said addi-
tions, extensions and improvements from the proposed users of the
facilities to be financed by hdditional Bonds together with other
funds on hand or lavfully cbrained for =uch purpose.

{F} Additional Bonds shall be deemed to have been is-
sued pursuant to this Resclution the same as the Outstanding
Bonds, and all of the other covenants and other provisions of
this Resolution (emcept as to detells of such Additional Bonds
inconsistent therewith) shall be for the egual benefit, protec-
tion and security ¢f the Holders of all Bords issued pursuant To
this Resolution; provided, however, any Supplemental Resclution
authorizing the issuance of hdditlomal Bonds may provide that any
of the covenants hereip contalned will not be applicable to such
Additional Bonds, provided that such provision shall net, in the
opinion of Hond Counsel, adversely affect the rights of any Bonds
which shall then be outstanding. Except as provided in Sectlons
4.02 and 4.06 herecf, all Bonds, regardless of the time or times
of their issuance, shall rank equally with respect to their lien
on the Pledged Funds and their sources and security Ffor payment
ctherefrom without preference of any Bonds over any other; pro=-
vided, however, that the Issuer shall include a provisien ln any
supplementsl Resolution autherizing the issuance of VYariable Rate
Bonds pursuant to this Sectlon 5.02 that in the event the princi-
pal therecf is accelerated due to such Bonds peing held by the
issuer of a Credit Facillty, the lien of such Bomds on the Pledged
Funds shall be subordlnate in all respects te the pledge of the
Pledged Funds created by this Resolurion.

(6) In the event any Additional Bonds are issued for
the purpose of refundlng any Bonds then Outstanding, the condi-
tions of this Sectlen 5.02 shall not apply, provided that the
issuance of such Rdditional Bonds shall not result in an increase
in the aggregate amount of principal of and interest on the Out-
standing Bands becoming due in the current Fiscal Year and all
subsequent Flscal Years. The conditions of Section 5.02(B) hereof
shall apply to Additional Bords issued te refund Subordinacted
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a written Finding and recommendation by an Ruthorized Issuer Of-
Fleer, which findlng and recommendation shall state ln detail che
purpose of and necessity for such increased expenditures, and (B)
until the Governing Body shall have approved such finding and
recommendation by resolution.

IF for any reason the Issuer shall not have adopted the
‘Annual Budget bafore the first day of any Fiscal Year, other than
the first Flscal Year, the preliminery budget For such Fiscal
Year, if ic be approved by the consulting Englpeers, shall be
deemed to be in effect for such Fiscal Year until the Annual
Budget for such Fiscal Year shall be adopted; and if the prelimin-
ary budget shall not have been approved by the Comsulting Engi-
neers, the Annual Budget for the preceding Fiscal Year shall be
deemed to continue in effeck.

The Issusr may at any time adopt an amended Annual
Budget for the then current Fiscal Year, but no such amended
Annual Budget shall supersede any prior budget until it shall be
approved by the Consulting Engineers ms being, in their opinion,
reasonable and necesssTy.

The Issuer shall mall copies of such Annual Budgets and
amended Annual Budgets and all resolutlons authorizing increased
expenditures for Operating Expenses to any Holder whao shall Eile
an address with the Clerk and request in writing that copies of
all such Annual Budgets and resolutions be furnished co such
Holder and shall make available all such Annual Budgets and reso-
lutions autherizing increased expendltures for Operatlng Expenses
at all reasonable time= te any Holder or to anyone acting for or
on behalf of any Holder. The Issuer Shall be permitted to make a
remsonable charge for Efurnishing teo any Holder such Annual Budgets
and resolutions.

SECTION 5.07. Rates and Connection Charged. The Issuer
shall fix, establish, maintein and collect such Nates, and revise
the same effective at the beginning of each Fiscal Year, in the
manner provided in this Section 5.07, to the extent necessary, as
will always provide Net Revenues ln each Fiscal Year, (A) which,
if conmection Charges are currently being lmposed and clause (B}
hereaf shall be satiefled, are adequake at all times to pay in
each Fiscal Year at least one hundred ten percent (110%) of the
current annual Debt Service Requlrement becoming due in such Fiscal
vear on each Series of Outstanding Bonds and at least one hundred
percent (100%) of any amounts required by the terms hereof to ke
deposited in the subaccounts of the Reserve Account or in the
Renevwal and Replacement Fund or with any issuer nf a Reserve
Account Letter of Credit or Reserve Account Insurance Policy in
such Fiscal Year, amnd (B) which, together uwith Connection charges
actually deposited in the Current Acgourt, are adeguate to pay at
least one hundred twenty percent (120%) of the current annual
Debt Service Requirement becoming due in such Flscal Year on each
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Indebtedness and to Addltional Bonds issued for refunding purposes
vhich cannot meet the conditions of this paragraph.

{H) In the event that the total amount of the Bonds
herein authorized to be issued are not issued simultaneously,
such Bonds which are subsequently issued shall be subject to
the conditions of Section 5.02(B) hereof._

{I) In addition to all of the other reguirements speci-
fied in this Section 5.02, the Issuer must comply with any appli-
cable provislons of any financing documents relating to cutstand-
ing Subordinated Indebtedness to the extent such provisions impact
on the ability of the Issuer to issue Addicionazl Bonds.

) SECTION 5.03. pBond Anticipation Notes, The Issuer may
issue notes in anticipation of the issuance of Bonds vhich shall
have such terms and details and be secured in such manner, not
inconsistent with this Resclution, as shall be provided by resolu-
tion of the Issuer.

SECTION 5.04. S5 Subo ted Indebtedness
Parity Status_with Bonds. The Issuer may provide for the acces-
sion of Subordinated Indebtedness to the status of complete parity
with the Bonds, if (A) the Issuer shall meet all the requirements
impoged upon cthe issuance of hdditional Bonds by Section 5.02
hereof, assuming, for purposes of said requirements, that such
Subordineted Indebtedness shall be Additional Bonds, and (B) the
Issuer shall provide for the funding of the Reserve Account, upon
such accession, in an amount equal to the increase in the amount
of the Reserve Account Regquirement occasioned by such accession
in accordance vith Section 4.06(A) (2) (d) hereof. If the aforemen-
tioned conditions are satisfied, the Subordinated Indebtedness
shall be deemed to have been issued pursuant to this Resolucion
the =ame as the Outstanding Bonds, and such Subcrdinated Indebted-
ness shall be considered Bands for all purposes provided in this
Reseclution.

SECTION 5.05. Qperatlopn apd Majntenance. The Issuer
vill maintaln or cause to be malntained the System and all por-
tions therecf in good conditlom and will operate or cause to be
cperated the same in an efficient and economical manner, making
or causing to be made such expenditures for equipment and for
renevals, repairs and replacements as may be proper for the eco-
nomical operation and maintenance thareof. The Issuer vill obtain
and renew to the full extent required by applicable law all per-
mits for acguisltion, construction and operation of the Sy=ctem.

SECTION 5.06. Annual Budget. The Issuer shall annually
prepare and adopt, prior to the heginning of each Fiscal Year, an
Annual Budget in accordance with applicable lav. No expenditure
for Operating Expenses chall be made in any Fiscal Year in excess
oF the amount provided therefor in the Annual Budget, (A) without
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5eries of Outstandlng Bonds. Such Rates shall not be so reduced
that The same will be imsufficient cto provide Net Revenues in
each Fiscal Year fully adeguate for the purposes provided therefor
by thls Resolutlon. Provided, however, anything hereln to the
contrary notwlthstandlng, no provlslon hereof shell be construed
toc obligate the Issuer to lmpose or, cnce lmposed, continue Con-
nection Charges; but atT anytime and while Connection Charges shall
be in effect and lmpased by the Issuer, the same shall be pledged
hereunder to the extent provlded herein.

The Issher coverants and agrees that prior t¢ the begin-
ning of each Fiscal Year, vhenever the Rates which shall be pre-
jected by the Annual Budgetr proposed for such Fiscal Year shall
be Lnsufflcient for the coverages required by the Eirst paragraph
oF this section, the Issuer shall revise the Rates by adopting a
schedule therecf by resolution or ordinance in the manner provid-
ed by applicable Florida law.

The Issuer Further covenants and agrees that after re-
ceipt by the Issuer aof each Annuel Audit, if the Net Revenues
shall be shown by such Annual Audit to have been insufficient in
the Fiscal Year audited for the coverages required by the first
paragraph of this section, the Issuer shall, prlor to the com-
mencement of the next succeeding Fiscal Year, revise the Rates by
adoptlng a schedule thereof by resolution or ordinance in the
manner provided by applicable Florida law, with respect to which
revlsed Rates schedule the Issuer shall have obrained a certifi-
cate in writing from an independent firm of cerctified publlc ac-
countants of sultable gualifications end experience that (1) had
such revised schadule been in effect during such immedlately pre-
ceding Fiscal Year the coverages raquired by this sectlon would
have been met or exceeded, and (2) bhad the same been in effect
since the beginmning of the then current Flscal Year, (a) besed
upon the current Annual Budget said coverages would be met or
exceeded for such current Flscal Year and (b) estlmated Gross
Revenues For such current Fiscal Year as reflected in the current
Annual Budget would exceed the actual Gross Hevenues recelived in
such immediately preceding Fiscal Year as reflected in such Annual
Audit by at least the amount that the estimated Operatlng Expenses
foar such current Fiscal Year as raflected in the current Annual
Budget shall exceed the actual Operating Expenses during such
immedlately preceding Flscal Year as reflected in such Annual
audit. If and whenever the Issuer shall be requlred to increase
the Rates by reason of the provisions of this paragraph, che
Issuer shall cause the Consultlng Engineers to review its Rates,
Gross Revenues, Operating Expenses and methods of operaction and
to make writren recommendatlons as to the means, including fur-
ther Rate increases, by which the Issuer may bast assure Net Rav-
enues in the next succeeding Flscal Year sufflclent for com-—
pliance with all of the terms of this Resolution. The Issuer
shall implement such recommendatlons by making any recommended
revisions in the Rates in the aforesaid manner, effectlve at the
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beginning of the next succeeding Fiscal Year or as soon there—
affer as shall he possible, and by taking any other recommanded
acticn as soon theresfter as shall be practiceble.

The Issuer shall proceed diligently to perform legally
and effectlvely all steps reguired ir the cellectien of the Con-
nection Charges. .Upon the due date of msny such Connection
Charges, the Issuer shall diligently proceed to collect the same
and shall emercise all legally available remedies to enforce such
collections how ar hereafter available under 5tate law.

SECTION 5.08. Pooks and Records. The Issuer will keep
books, records and accounts of the receipt of the Pledged Funds
in accordance with generally accepted accounting principles, and
any Credit Pank, Insurer, or Holder of any Bonds Dutstanding or
the duly auchorized representatives thereof shall have the right
at all reasonable times to inspect all books, records and accounts
of the Issuer relating thereto.

The Issuer covenants that within one hundred eighty (180)
days of the close of each Fiscal Year it will cause to be prepared
and filed with the Clerk and meiled to all Credit Banks, Insurers
and Holders who shall have filed their names and sddresses with
the Clerk Eor such purpose a statement setting forth in respect
of the preceding Fiscal Year: (A) the amount of the Pledged Funds
received in the preceding Fiscal Year; {B) the total amounts
deposited to the credit of each Fund and account created under
the provisions of this Resolution; (C) the principal amount of
all Bonds issued, paid, purchased or redeemed; and (D) the amounts
on deposit at the end oF such Flecal Year te the credit of each
such fund or account.

SECTION 5.09. Apnual Audit. The Issuer shall, immedi-
acely after the close of each Fiscal Year, cause the financial
ctarements of The Issuer to be properly audited by a recognized
independent firm of certified public accountants, and shall
require such accountants to complete their report of such Annual
Audit in accordance with applicable lew. Such Annual Audlts
shall contain, but not be limited to, a balance shest, an income
statement, a Btatement of changes in financial position, a state-
ment of change ln rerained earnings, a statement of insurance
coverage, and any octher statements as required by law or accountlng
convention, and a certificate by such accountants disclosing any
material default on the part of the Isswer of any covenant or
agreement herein. Each hnnual Audit shall be in conformity with
generally accepted accounting principles. A copy of each Annual
Audit shall regularly be furnished to any Credit Bank, ta any
Insurer and to any Holder who shall have furnished an addreas to
the Clerk and roquested in writing that the same De furnished ta
such Holder. The Issuer shall be permitted to make a reasonable
charge Eor furnishing to any Holder such Arnual Rudik.
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The transfer of the System as a whole from the control
of the Governing Body to some other board or suthority which may
hereafter be created for such purpose and which constltutes a
governmental entity, interest on ohligations issued by whick is
excluded from gross income al the holdars thereof For federal
income tax purposes under Saection 101 of the Code, shall not be
deemed prohibited by this Section 5.10 and such successor board
or autharity shall Fall within the definition of *Issuer” in Sec-
tion 1.01 hereof.

Notwithstanding the foregoing provisions of this Section
5.10, the Tssuer shall have the authority to sall for fair and
reasonable conslderation any land comprieing a part of the System
which is no longer necessary or useful in the operation of the
System and the proceeds derived from the sale of such land shall
be deposited into the Revenue Fund.

The Issuer may make contracts or grant licenses Far the
operation of, ar grant easemente or other rights with respect to,
any part of the System if such contrackt, license, easement or
right does mot, in the opinion of the Consulting Engineers, as
evidenced by a certificate to that effect filed vith the Issuer,
impede or restrict the operation by the Issuer of the System, but
any payments to the Issuner under or in connection with any such
contract, license, easement or right in respect of the System or
any part thereof shall constitute Gross Revenues.

SECTION 5§.11. Insurance. So long as the Net Revenues
are pledged hereunder, the Issuer will carry, vith a reputable
insurance carrier or carriers, such insurance as is ordinarily
carried by private or public corporations owning mnd operating
weter and sewer Facilities similar to the System, including public
liability insurance, in such amounts as the Issuer shall determine
to be suffieient. The property loss or damage insurance shall at
all times be in an amount or amounts egual to the falr appraisal
value of the buildings, furniture, fixtures and equipment of the
System.

The Tssuer may establlsh certain minlmum levels of insur-
ance for which the Issuer may self-lnsure. Such minimum levels
of insurance shall be in amounie as recommended in wrlting by
an insurance consultant who has a favorablée reputation and exper-
ience and is qualified to survey risks and to recommend insurance
coverage for Persons engaged in operatleons similar to the System.

SECTION 5.12. Ko Impalrpent. The pledging of Ehe

Pledged Funde in the manner provided herein shall nat be subject
to repeal, modlfication or impalrment hy any subsequent ordinance,
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SECTION 5-10. Hortgage, Sale or Closipng of Facilities.
The Iesuer irrevocably covenants, binds and obligates itself not
to sell, lease, ancumber or in any manner dispose of any facili-
ties of the System except as provided in thls seection, until all
of the Bonds and all interest thereon shall have been paid in
full or prowision for payment has been made in sccordancae wlth
Section B.01 hereof.

The Issuer shall have and hereby reserves the rlght to
close any facility of the Syetem or part therecf and/or sell,
lease or othervise dispose of any slte, facillties or property
comprising a part of the System in the manner prsvided ln thls
Egction 5.10, iF in the judgment of the Issuer such closing or
disposition will hot adversely sffect the security For the Bond-
holders mnd any one of the followving conditions exist: (A} such
site, facilities or property ls not necessary for the operation
of the System, (B) such site, Facilities or property is not use-
ful in the operation of the System, (C) such site, facilities or
property is not profitable in the operation of the System, or (D)
in the case of a lease of such site, facilltles or property, such
lease will be advanrtageous te the System.

Prior to the Issuer’s closing, sele, lease or other dis-
pn§it1un of any facility of the System or part thereof, an Auth-
orized Issuer OfFficer shall first make a finding in wrlting and
the Consulting Engineers shall first meke an engineerlng Elnding
in w;ltlng determining that one or more of the conditions for the
closing, sale, lease or other dlsposition of property provided
For in the second paragraph of thls Section 5.10 have been metk,
and the Governihg Body shell, by resolution, duly adopt, approve
and concur in such finding. Prior to any such sale, lease or
othe; dispositlon of said property: {1) if the value thereof at
original cost ie not in ewcess of one-half (1/2) of cne percent
(1%) of the value of the gross plant of the System at original
cost, an Authorized Issuer Offlcer shall make a finding in writ-
ing determining that one or more of the conditions for the clos-
ing, sale, lease or disposition of property provided for in the
second paragraph of this Section 5.10 have been met: or (2) If
the value of said property at original cost shall be in excess of
one-half (1/2) of one percent (1%) of the value of the gross plant
of the System at original cost, an Autherized Issuer officer shall
first make a finding in wriring and the Consulting Englneers shall
Ffirst make anm engineering flnding ln wrlking determlning that one
or more of the conditions for the closing, sale, lease or other
disposition of property provided for in the eecond paragraph of
this Section 5.10 “have been met, and the Governing Body shall, by
resolurion, duly adopt, approve and comcur in such findings.

) The proceeds From any such sale, lease or other disposi-
tion shall be deposited into the Revenue Fund.
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resolution or other proceedings of the Governing Body. This pro-
vision shall not, however, be deemed to prohibit the reduction or
elimination of the Rakes in the manner provided in Section 5.07
hereof.

SECTION 5.11. ia ts i Q
count Insuran jcy o ou; )

{4} The Issuer shall annually submit to the lssuer of
the Reserve Account Insurance Pelicy and/or the Reserve Account
letter of Credit, records of withdrawals on such Reserve Account
Insurance Policy or such Reserve h¢count Letter of credlt, as the
cace may be, recelved by the Paying Agent and remalning unpeid,
the respective dates of such wlthdrawals, the lnterest accrued eon
such withdrawals and the aggregate amount of Lnterast due by the
Tssuer to the issuer of such Reserve Accounkt Insurance Follcy or
such Resarve Account Letter of Credit, as the case may be.

(B) The Issuer hereby acknowledges that the issuer of
the Reserve Account Imsurance Policy and/or the Reserve Account
Letter of Credlt shall be deemed a third-party benmeficiary of
this Resolution Eor the purpose of enforclng the terms, condltions
and obligations of the Resolutlon vhich benefit the issuer of
such Reserve Account Insurance Pelicy or such Reserve Account
Letter of Credit, as the case may be.

SECTION 5.14. Ceovenante vwith Credit Bapks and Insurers.
The Issuer may make such covenante as it may in lte sole discre-
tion, determlne to be appropriate with any Insurer, Credit Bank
or other finamcial institution that shall agree to insura or to
provide for Bonds of any one or more Series credit or liquidicy
support that shall enhance the security or the value of such Bonds.
Such covenants may be set forth in the applicable Supplemental
Resolution and shall be binding on the Issuer, the Registrar, tha
Paying Agent and all the Holders of Bonds the same as lf such
covenants were set forth in full inm Ehis Resolution-

SECTION 5.15. Fede ame Ve -
Bonds.

{A) The Issuer covenante with the Holdera of each Ser-
ies of Bonds (other than Tawakle Bonds), that it shall not use
the proceeds of such Series ¢f Bonds in any manner which would
cause the interest on such Series of Bonds to be or become
includable in the groea income of the Holder thereecf for federal
income tax purpoees.

(B) The Issuer covenants with the Holders of each Ser-
ies of Bonds (other then Tawable Bonds) that naither the Issuer
nor any Person under lts centrel or direction will knowingly make
any use of the proceeds of such Series of Bonds (or amounts deemed
to be proceeds under the Code) in amy manner which would cause
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such Series of Bonds to be 7arbitrage bonds® withim the meaning
of Section 148 of the Code, and neither the Issuer nor any such
other Person shall kmowingly do any act or fail to do any act
yhich would cause the interest on such Series of Bonde to become
ineludable in cthe gross income cof the Holder thereof [or federal
income tax purposes.

(€) The Issuer hereby covenants with the Holders of
each Series of Bonds {other than Taxable Bonds) that it will use
its best efforts to camply with all provisions of the Code neces-
sary to maintain the exclusion of interest on the Bonds from the
groes income of the Holder thereof for federal income Tax purposes,
ineluding, ln particular, the payment of any amount required to
pe rebated to the United States Treasury pursuant to the Code.

(D} The Issuer may, if it so elects, issue one or more
Series of Taxable Bonds the imterest on which is (or may be) in-
cludible in the gross income of the Holder thereof for federal
income taxation purposes, so long as each Bond of such Series
states in the body theresf chat interest payable therecn ie (or
may be} subject to federal income taxatien and provided that the
issuance thereof will not cause the interest on any cther Bonds
cheretofore issued hereunder to be or become includable in the
gross income of the Holder thereof for federal income tax pur-
poses. The covenants set forth in subsectiens (A}, (B) and {C)
of this Section 5.15 shall not apply to any Taxable Bonds.

ARTICLE VI
DEFARULTS AND REMEDIES

SECTION €.01. Events of Default. The following events
shall each comstitute an “Event of Default” hereunder:

(A) Default shall be made in the payment ol the princi-
pal of, Amortization Installment, redemption premium or interest
on any Bond when due.

{B) There shall occur the dissolution or llquidation
of the Issuer, or the filing by the Issuer of a voluntary petitlon
in bankruptcy, or the commission by the Issuer of any act of bank-
ruptey, or adjudication of the Issuer as a bankrupt, or assignment
by the Issuer for the bensfit of its creditors, or appointment of
a receiver for the Issuer, or the entry by the Issuer inte an
agreement of composition with its crediters, or the approval by a
court of competert jurisdiction of a petition applicable to the
Issuer in any procaeding for its reorganization instituted under
the provislons of the Federal Bamkruptcy hct, as amended, or under
any similar act in any jurisdiction which may now be in effect or
hereafter epacted.

-59-

have the right, by an lnstrument or concurrent instruments in
writing executed and delivered to the trustee, to direct the
method and place of conducting all remediml proceedings to be
taken by the trustee hersunder, provided that such direction shall
not be otherwise Ehan in accordance with law or the provisions
hereof, and that the trustee shall have the right to decline ta
follow any such direction which in the opinion of the trustee
would be unjustly prejudicial to Helders of Bonds not parties to
such directien.

SECTION 6_04- Remedjes Cumulative. No remedy herein
conferred upon or reserved to the Bondholders is intended to be
exclusive of apy other remedy or remedies, and each and every
such remedy shall be cumulative, and shall be in addition to every
other remedy given hereunder or now or hereafter existing at law
or in equity or by statute.

SECTION &.05. Walver of Defaultr. No delay or omission
of any Bondholder to exercise any right or power accruing upcn
any default shall impsir any such right or power or shall be con-
strued to be a waiver of any such default, or an acguiescence
therein; and every power and remedy given by Section £.02 of this
Resolution to the Bondholders may be exercised from time to time,
and as often as may be deemed expedient.

SECTION 6.06. Application of Monevs Afrer Default. If
an Event of Default shall happen and shall nat have been remedied,
the Issuer or a court-appointed trustee or receiver shall apply
all Pledged Funds as fallows and in the following order:

(A) To the payment of the reasonable and proper charges,
expenses and liabilities of the trustee or receiver, Registrar
and Paying Rgent hereunder; and

(B) To the payment of the amounts required for reason-—
able and necessary Operation Expenses, and for the reasonable
renevals, repairs and replacements of the System necessary to
prevent loss of Gross Revenues, as certified by the Consulting
Engineers; and

(c] To the payment of the interest and principal or
Hedemption Price, if applicable, then due on the Bonds, as fol-
lows:

(1) Unless the principal of all the Bonds shall have
become due and payable, all such moneys shall be applied:

FIRST: +to the payment to the Persons entitled thereto
of all installments of interest then due, in the order of
the maturity of such installments, and, if the amount avail-
able shall not be sufficient te pay in full any particular
installment, then ta the payment ratably, according to the
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(C) The Issuer shall default in che due and punctual
performance of any ather of the covenants, conditions, agreesments
and provisions contained in the Bonds or in this Resolution on
the part of the Issuer to be performed, and such default shall
continue for a period of thirty (J0) days after written notice of
such default shall have been received from any Insurer or the
Holders of not less than tventy-five percent (25%) of the eggre-
gate principal amount of Bonds Outstanding or any Credit Bank.
Notwithstanding the foregoing, the Issuer shall not be deemed in
defanlt nereunder if such default can be cured within a reasonable
period of time and if the Issuer in geed faith institutes cura-
rive action and diligently pursues such action until the default
has been corrected.

SECTION 6.02. Hemedies. Any Holder of Bonds issued
under the provisions of this Resolution or any trustee or receiver
acting for such Borndholders may either at lauv or in eguity, by
suit, action, mandamus or other proceedings in any court of com-
petent jurisdiction, protect and enforce any and all rights under
the laws of the State, or granted and contained is this Resolu-
tian, and may enforce and compel the performance of all duties
required by this Reselution or by any applicable statutes to be
performed by the Issuer or by any officer thereof. This para-
graph shall not be deemed to be a waiver by the Issuer of its
venue rights.

The Holder or Halders of Bonds in an aggregate princi-
pal amount of not less than twenty-five percent (25%) of the
Bords then Outstanding may by m duly executed certificate in writ-
ing appaint a trustee for Holders of Bonds iesued pursuant to this
Resolution with authority to represent such Bondholders in any
legal proceedings for the enforcement and protection of the
rights of such Bondholders and such certificate shall be executed
by such Bondholders or their duly authorized attorneys or repre-
sentatives, and shall be filed in the office of the Clerk. HNo-
tice of such appointment, together vith evidence of the reguisite
signatures of the Holders of not less than twenty-five percent
(25%) in aggregate principal amount of Bonds outsctanding and the
trust ipstrument under which the trustee shall have agreed to
serve shall be filed with the Issuer and the truscee and notice
of appointment shall be given to all Holders of Bonds in the same
manner as notices of redemption are glven hereunder. After the
appointment of the first trustee hereunder, no further trustees
may be appointed; however, the Holders of a majority in aggregate
principal amount of all the Bonds then Cuktstanding may remove cthe
trustee initially appointed and appoint a successor and subse-
quent successaors at any time.

SECTION 6.01. pDirections to Trustee as to Remedial Pro-
ceedings. The Holders of a majority in principal amount of the
Bonds then Outstandlng (or any Insurer insuring, or any Credic
Bank providing a Credit Facility for, any then Outstanding Bonds)
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amounts due on such installment, to the Persons entitled
cherecto, without any dlserimination or preference;

SECOND: to the payment to the Persons entitled thereto
of the unpaid principal cf any of the Bonds whlch shall
have become due at maturity or upon mandatory redemption
prior to maturity {(other than Ponds called for redemption
for the payment of which moneys are held pursuant to tha
provisions of Sectlon 8.01 af this Resolution), in the order
of their due dates, with interest upon such Bonds from the
respective dates upon whlch they became due, and, if the
amount available shall not be sufficient to pay in full Bonas
due on any particnlar date, together with such interest,
then to the payment first of such interest, ratably acrording
to the amount of such interest due on such date, and chen to
the payment of such principal, ratably accarding to the amount
of such principal due on such date, to the Persons entltled
thereto without any discrimination or preference; and

THIRD: to the payment of the Redemption Price of any
Bonds called for optional redemption pursuant to the provi-
sions of this Resolutiaon.

(2) If che principal of all the Bonds shall have become
due and payable, all such moneys shall be applied to the paymentc
of the principal and interest then due and unpaid upon the Bonds,
with interest thereon as aforesaid, without preference or priority
of principel over interest or of interest over prlncipal, or of
any installment of interest over any other installment of interest,
or of any Bond over any other Bond, ratably, according to the
amounts due respectively for principal and interest, to the Per-
sones entitled thereto without any discrimination or preference.

SECTION €.07. Control by Tnsurer or Credit Bank. Upon
the accurrence and continuance of an Event of Default, each
Insurer or Credit Bank, if such Insurer or Credit Bank shall have
honored all of its commitments under its Bond Insurance Folicy or
itas Credit Facility, as the case may be, shall be entitled to
direct and control the enforcement of all rights and remedies
vith respect to the Bonds it shall insure or for which such Credit
Facility is provided.

ARTICLE VII

SUPPLEMERTAL RESOLUTIONS

SECTION 7.01. Supplemental Resclution Without Bond-
holders’ Consent. The Issuer, from time to time and at any time,
may adopt such Supplemental Resolutiens without the consenht of
the Bondholders (which Supplemental Resclution shall thereafter
form a park hereof) for any of the following purposes:
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(A) To cure any ambiguity or formal defect or omission
or to correct any inconsistent provisions in this Resolution er
to clarify any matters or guestions arising hereunder.

{B) To grant tc or confer upon the Bondholders any
additional rlghts, remedies, povers, authority or security thac
may lavfully be granted to or conferred upon the Bondholders.

(C) To add to the conditions, limitations and restric-
tions on the issuance of Bands under the provisions of this Reso-—
lution other conditions, limitakions and restrictions thereafter
to ke observed,

(D) To add to the covenants and agreements of the Is-
suer in this HResolution other covenants and agreements thereafker
to be observed by the Issuer or to surrender any right or power
herein reserved to or conferred upeon the Issuer,

(E) To specify and determine at any time prior to the
first delivery of any Serles of Bonds the matters and things
referred to in Sections 2.01, 2.02 or 2.09 hereof, and also any
other matters and things relative to such Bonds vhich are not
contrary to or inconsistent with this Resolutien as theretofore
in effect, or o amend, modify or rescind any such authorization,
specification or determination.

(F} To authorize Additional Projects or to change or
modify the descriptien of the Initial Project or any Additienal
Project.

(G} To specify and determine matters necessary or de-
sirable for the issuance of Capital Appreciation Bonds or Variable
Rate Bonds.

{H) To authorize Additional Bonds or Subordinated
Indebtedness,

(I) To make any other change that, in the opinion of
Eond Counsel, would not materially adversely affect the security
for the Bonds. 1In wmaking such determirmation, Bond Counsel shall
not take into censideration any Bond Insurance Policy.

Except Supplemental Resolutjons described in subsections
(E}, (F) and (H) of this Section 7.01 and Supplemental Resolutions
adopted for the purpose of authorizing hdditional Bonde in com-
pliance with all applicable provisions hereof, no Supplemental
Resclution adopted pursuant to this Article VII shall become
effective unless approved by every Insurer; and the Issuer cove-
nants and agrees to furnish to each Insurer an executed original
transcript of the Issuer’s proceedings with respéct to the adop-
tion of each Supplemental Resolukion.
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shall not affect the walidity of such Supplemental Resolution
when consented to and approved as provided in this Sectian 7.02.

Whenever the Issuer shall deliver to the Clerk an instru-
ment or instruments in writing purporting to be executed by the
Holders of not less than a majority in aggregate principal awount
of the Bonds then outstending, which instrument or instruments
shall refer to the proposed Supplemental Resolution deseribed in
such notice and shall specifically consent to and approve the
adoption thereof in substantially the form of the copy thereof
referred to in such notice, thereupon, but not otherwise, the
Issuer may adopt such Supplemental Resolution in substantially
such form, without liability or responsibility te any Holder of
any Bond, whether or not such Holder shall have consented therets.

If the Holders of not less than a wajority in aggregate
principal amount of the Bands Outstanding at the time of the adop-
tion of such Supplemental Resplution shall have consented to and
approved the adoptien thereof as herein provided, ne Holder of
any Bond shall have any right te object to the adoption of such
S5upplemental Resolution, or to object to any of the terms and
provisions contained therein or the operation thereof, or in any
manner to guestion the propriety of the adoption thereof, or to
enjeoin or restrain the Issuer from adopting the same or from tak-
ing any action pursuant to the provisions thereof.

Upon the adoption of any Supplemental Resplution pursu-
ant to the provisiens of this Section 7.02, this Resolution shall
be deemed to be modifled and amended in accordance therewith, and
the respective rights, duties and obligations under this Resolu-
tion of the Issuer and all Hoelders of Bonds then Outstanding shall
thereafter be determined, exercised and enforced in all respeckts
under the provisions of this Resolution as so modified and amended.

SECTION 7.03. Amendment with Consent of Insurer and/or
Credjt Pank oply- If all of a Series of Bonds outstanding here-
under are insured or secured as to payment of principal and inter-
2st by an Insurer or Insurers and/or by a Credit Facility pro-
vided by a Credit Bank or Credit Panks, and the Insurer or Insurers
and/or the Credit Bank or Credit Banks, as applicable, are not in
default, and such Bonds, at the time of the hereinafter described
amendment, shall be rated by the rating agencies which shall have
rated the Bonds at the time such Bonds were insured or such
€redit Facility was provided no lowsr than the ratings assigned
thereto by such rating agencies on the date such Honds were
insured or such Credit Facility was provided, the Issuer may
enact one or more Supplemental Rescluticns amending all or any
part of Articles I, IV, V, VI and VIII hereof with the written
consent of said Insurer or Insurers and/or said Credit Bank or
Credit Banks, as applicable, and the acknowledgment by said
Insurer or Insurers and/or said Credit Bank or Credit Banks that
its Bond Insurance Policy or its Credit Facility, as the case may
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SECTION 7.02. Supplemental Resolution With Bondholders”
insurer’s and Credit Bank’s Copsepnt. Subject only to the terms

and provisions contained in this Section 7.02 and Sectien 7.01
hereof, the Holder or Holders of not less than a majority in
aggregate principal amount of the Bonds then outstanding shall
have the right, from time to time, to consent to and approwve the
adoption of such Supplemental Resaolution or Resclutions heratc as
shall be deemed necessary or desirable by the Issuer for the pur-
pose of supplementing, modifying, altering, amending, adding to
or rescinding, in any particular, any of the terms or pravisiaons
contained in this Resolution; provided, however, that if such
modification or amendment will, by its terms, not take effect so
long as any Bonds of any specified Series or maturity remain Out-
standing, the consent of the Holders of such Bonds shall not be
reguired and such Bonds shall net be deemed to be Outstanding fer
the purpose of any calculation of Outstandlng Bonds under this
Section 7.02. Any Supplemental Reselution which is adopted in
accordance with the provisions of this Section 7.02 shall also
require the writken consent of the Insurer of, or any Credit Bank
providing a Credit Facility for, any Bonds which are outstanding
at the time such Supplemental Resolution shall take effect. Ho
Supplemental Resolution may be approved or adepted which shall
permit or require {A) an extension of the maturity of the princi-
pal of or the payment of the interest on any Bond issued hereunder,
{B) reduction in the principal amount of any Bond or the Redemp-
tion Price or the rate of interest thereon, (C) the creation of a
lien upon or a pledge of the Pledged Funds which adversely
affects the rlghts granted by the Bonds or this Resoclution in
Favor of any Bondholders, (D) a preference or priority of any
Bond or Bonds over any other Beond or Bonds, or (E) a reduction in
the aggregate principal amount of the Bonds required for coRsent
to such Supplemental Resclution. Nothing herein contained, how-
ever, shall be construed as making necessary the approval by
Bondholders, the Insurer or the Credit Bank of the adaoption of
any Supplemental Resolution as authorized in Section 7.01 hereof.

If at any time the Issuer shall determine that it is
necessary or desirable to adopt any Supplemental Resolution pursu-
ant to this Section 7.02, the Clerk shall cause the Reglstrar to
give notice of the proposed adoption of such Supplemental Resolu-
tion and the form of consent to such adoptlon te be mailed, post-
age prepaid, to all Bondholders at their addresses as they appear
on the registration books and to all Insurers of, and Credit Banks
providing a Credit Facility for, Bonds Outstanding. Such notice
shall briefly set forth the nature of the proposed Supplemental
Resolution and shall state thakb copies thereof are on file at the
offices of the Clerk and the Registrar for inspection by all Bond-
holders. The Issuer shall not, however, be subject to any liabil-
ity to any Bondholder by reason of its failure to cause the notice
required by this Section 7-062 to be mailed and any such failure
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be, will remain in Eull force and effect. The consent of the
Holders of any Bonds shall not be necessary. The foregoing right
of amendment, however, does not apply to any amendment to Section
5.15 hereaf with respect to the exclusion, if applicable, of
interest on said Bonds from the gross income of the Holders
thereof for federal ipncome Tax purposes nor may any such amend-
ment deprive the Holders of any Bond of right to payment of the
Bonds from, and their lien on, the Pledged Funds and any addi-
tiocnal security pledged hereunder. Upon filing with the Clerk of
evidence of such consent of the Insurer or Insurers and/or the
Credit Pank or ¢redit Banks as aforesaid, the Issuer may adopt
such Supplemental Resolution. AFfrer the adoption by the Issuer
of such Supplemental Resolution, netice therecf shall be mailed
in the same manner as notice of an amendment under Section 7.02
hereof.

ARTICLE VIII
MISCELLANEOUS

SECTION B.0l1. Defeasance., If the Issuer shall pay or
cause to be paid or there shall otherwise be paid to the Holders
of all Bonds the principal or Redemption Price, if applicable,
and interest due or <o become due thereon, at the times and in
the manner stipulated therein and in this Resolution, then the
pledge of the Pledmed Funds and any additional security pledged
hereunder, and all covenants, agreements and other obligations of
the Issuer to the Bondholders, shall thereupon cease, terminate
and become void and be discharged and satisfied. In such event,
the Paying Agents shall pay over or deliver te the Issuer all
money or securities held by them pursuant to the Resolution which
are not required for the payment or redemption of Bonds not there-
tofore surrendered for such payment or redemptilon.

Any Bonds or interest installments appertaining there-
to, whether at or prior to the maturity or redemprion date of
such Bonds, shall be deemed teo have been paid withln the meaning
of this Section B.01 if (A) in case any such Bonds are to be re-
deemed prior to the maturity thereof, there shall have been taken
2ll action necessary to call such Bonds for redemption and notice
of such redemption shall have been duly given or provision shall
have been made for the giving of such notice, and (B) there shall
have been deposited in irrevocable trust with a banking lnstitu-
tion or trust company by or on behalf of the Issuer either moneys
in an amount which shall be sufficient, or Securities the princi-
pal of and the interest on which wvhen due will provide moneys
which, tegether with the moneys, if any, deposited with such bank
or trust company at the same time shall be sufficient, te pay the
principal of or Redemption Price, if applicabhle, and interest due
and to become due on said Bords on and prior to the redemption
date or maturity date thereof, as the case may be. MNeither the
Securities nor any moneys sco deposited with such bank or trust
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company nor any moneys received by such bank or trust company on
account of principal of or Redemption Price, iFf applicable, or
interest on said Securities cshall be withdrawn or used for any
purpose other than, and all such moneys shall be held in trust
for and be applied to, the payment, when due, of the principal of
or Redemption Price, 1f applicabla, of the Bonds for the payment
or redemption of which they were deposited and the interest ac-
cruing thereon to the date of maturity or redempltion thereof;
provided, however, the Issuer may substitute new Securities and
moneys For the deposited Securities and moneys if the new Secur-
ities and moneys are sufficient to pay the principal of or Redemp-
tion Price, if applicable, and interest on such Bonds, and any
trust agreement governing the deposit of such Securities and
moneys may provide for the investment of moneys unclaimed by
Bondholders and for the payment to the Issuer of such unclalmed
moneys and the investment earnings thereon.

For purposes of determining whether Variable Rate Bonds
shall be deemed to have been paid prior to the maturity or the
redemption date thereof, as the case may be, by ithe deposit of
moneys, or specified Securities and mopeys, if any, in accordance
with this Section B.01, the interest to come due on such Variable
Rate Bonds on or prior to the maturity or redemptien date thereaf,
as the case may be, shall be calculated at the Maximum Interest
Rate; provided, however, that 1f on any date, as a result of such
variable Rate Bonds having borne interest at less than the Haximum
Interest Rate for any period, the total amount of moneys and speci-
fied Securities on deposic for the payment of interest on such
Variable Rate Bonds is in excess of the Eotal amount which would
have been required to be deposited on such date in respect of
such variable Rate Bonds in order to satisfy this Section 8.01,
such excess shall be paid cto the Issuer free and clear of any
trust, lien, pledge or assignment securing the Bonds or otherwise
existing under this Resoluktion.

In the event the Bonds For which moneys are To be de-
posited for the payment thereof in accordance with this Section
B.01 are not by their terms subject to redemption within the next
succeeding sixty (60) days, the Issuer shall cause the Registrar
to mail a notice to the Holders of such Bonds that the deposit
regquired by this Section 8.01 of moneys or Securities has been
made and said Bonds are deemed to be paid in accordance with the
provisions of this Section B8.01 and stating such maturity or re-
demption date upcn which moneys are to be available Ffor the pay-
ment of the principal of or Redemption Price, if applicable, and
interest on said Bonds.

Nothing herein shall be deemed to require the Issuer to
call any of the outstanding Bonds for redemption prior to maturity
pursuant to any applicable optional redemption provisions, or to
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Bonds, shall be liable personally thereon or be subject to any
perscnal liability or accountability by reason of the execution
or delivery thereof.

SECTION 8.05 No Third Party Beneficiaries. Except such
other Persons as may be exprescsly described herein or in the
Bonds, nothing in this Resolucion, or in the Bonds, expressed or
implied, is intended or shall be conscrued Te confer upon any
Persan other than the Issuer and the Holders any right, remedy or
claim, legal or equitable, under and by reason of this Resclution
or any provision hereof, or of the Bonds, all provisien hereof
and chereof being intended to be and being For the sole and ex-
clusive benefit of the Issuer and the Persons who shall frem time
to time be the Holders.

SECTION 8.06. Sale of Bonds. The Bonds shall be issued
and sold at public or private sale at one time or in installments
from time to time and at such price or prices as shall he consis-
tent with the provisions of the Act, the requirements of this
Resolution and cother applicable provisions of law.

SECTION B.07. @Severabjlity of Invaljd Provisions. If
any one or more of the covenants, agreements or provisions of
this Resolution shall ke held contrary to any express provision
of law or contrary to the policy of express law, though not ex—
pressly prohibited, or against public policy, or shall for any
reason whatsoever be held invalid, then such covenants, agreements
or provisions shall be null and void and shall be deemed separable
[rom the remaining covenants, agreements and provisions of this
Resolution and shall in no vay affect the validity of any of the
other covenants, agreements or provisions hereof or of the Bonds
issued hereunder.

SECTION B.0B. Repeal of Inconsistent Resclutions.
Resolution No. 88-241 and Resolution No, BB-253 of the Issuer are
hereby repealed. R2ll other resolutions or parts thereof in con-
Flict herewith are hereby superseded and repealed to the ektent
of such conflict.

SECTION 8.0%, Table of Contents and Headings _not_Part
Hereaf. The Table of Contents preceding the body of this Resolu-
tion and the headings preceding the several articles and sections
hereof shall be solely for convenience of raference and shall not
constitute a part of this Resolution or affect its meaning, con-
struction or effect.
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impair the discretion of the Issuer in determining whether to
exercise any such option for early redemption.

In the event that the principal of or Redemption Price,
if applicable, and interest due on the Bonds or any portion
thereof shall be paid by an Insurer or Insurers ar a Credit Bank
or Credit Banks and such Insurer or Credit Bank shall not have
been reimbursed by the Issuer, such Bonds or any portion thereof
shall remain Ourstanding, shall not be defeased and shall not be
considered paid by the Issuer, and the pledge of the Pledged
Funds and any additional security pledged hereunder, and all
covenants, agreements and other obligations of the Issuer to the
Bondholders shall cantinue To exist and such Insurer or Insurers
or such Credit Bank or Credit Banks shall be subrogated to the
rights of such Bondholders.

SECTION B.02. Capical Apprecjation Ponds. For the
purposes of (A) recelving payment of the Redemption Price if a
Ccapital Appreciation Bond is redeemed prior to maturity, or (B)
receiving payment of a Capital Appreciation Bond if the principal
of all Bonds becomes due and payable under the provisions of this
Resolution, or {C) computing the amount of Bonds held by the Holder
of a Capital Appreciation Bond in giving to the Issuer or any
trustee or receiver appointed to represent the Bondholders any
notice, consent, request or demand pursuant to this Resolution
for any purpose whatsoever, the principal amount of a Capital
appreciation Bond shall be deemed to be its Acereted Value.

SECTION B.03 Geperal authority. The members of the

Governing Body and the Issuer’s officers, atbtorneys and aother
agents and amployees are hereby authorized toc do all acts and
things required of them by this Resolution or desirable or consis-
tent with the requirements herecf for the full, punctual and com-
plete performance of all of the terms, covenants and agreements
contained in the Bords and this Re=zolution, and they are hereby
authorized to execute and deliver all documents vhich shall be
required by Bond Counsel or the initial purchasers of the Bonds

to effectuate the sale of the Bornds to said initial purchasers.

SECTION 8,04 No Personal Liability. No representation,
statement, covenant, warranty, stipulation, obligation or agree-
ment herein contained, or contained in the Bonds, or in any certi-
ficate or other instrument to be emecuted on behalf of the Issuer
in connection with the issuance of the Bonds, shall be deemed to
be a representation, statement, covenant, warranty, stipulation,
obligation or agreement of any member of the Governing Body, offi-
cer, employee or agent of the Issuer in his or her individual
capacity, and none of the foregoing persons nor any officer of
the Issuer ewecuting the Bonds or any certificate or other
instrument to be executed in connection with the issuance of the
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SECTION B.10. Effective Date. This Resolutien shall
become effeccive immediately upon its passage-

PASSED, AFPROVED AND ADOPTED this 25th day of April,
1989.

BOARD OF COUNTY COMMISSIONERS
OF ST. JOHNE COUNTY, FLORIDA

By_/s/ Hayry Waldron
Its Chairman

(OFFICIAL SEAL)

ATTEST: Carl *Bud”™ Markel, Clerk

/57 Carl “Bud” Markel
Clerk

I, Carl *Bud” Markel, Clerk of the Board of County Com-
missioners of St. Johns County, Florida, hereby cercify that the
foregoing is a true and correct copy of Reselution No. B9-Ba of
said Board passed and adopted on April 25, 1289,

IN WITKESS WHEREOF, I have hereunto set my hand and
affived the official seal of said Board this 25th day of
April, 19893,

s/ Ca “Bud” (=}
Clerk
(OFFICIAL SEAL}
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APPENDIX E

PROPOSED FORM OF
OPINION OF BOND COUNSEL

August  , 1989

The Honorable Chairman and Members
of the Board of County Commis-~
sioners of St. Johns County, Florida
S5t. Augustine, Florida

Ladies and Gentlemen:

We have examined certified copies of the proceedings of
the Board of County Commissiocners (the “Board”) of St. Johns
County, Florida (the “Issuer”), and other proofs submitted rela-
tive to the authorization, issuance and sale of and the security
for the following described bonds (the ”Bonds”):

$
ST. JOHNS COUNTY, FLORIDA
WATER AND SEWER REVENUE BONDS
SERIES 1989
Dated as of August 1, 1989

The Bonds are issued pursuant to the Constitution and
laws of the State of Florida, including particularly cChapter 125,
Part I, Florida Statutes, as amended, Chapter 159, Part I, Florida
Statutes, as amended, and a resolution duly adopted by the Board
on April 25, 1989, as amended and supplemented (the “Resolu-
tion”), to finance the cost of refunding the Issuer’s outstanding
Water Revenue Bonds dated June 15, 1981, and the acquisition, con-
struction and erection of additions, extensions and improvements
to the water distribution facilities of the Issuer and of new
sewage collection and treatment facilities to be operated by the
Issuer in combination with such water facilities as a single water
and sewer system. We have examined the law and such certified
proceedings and other papers as we deem necessary to render this

opinion.



The Honorable Chairman and Members
of the Board of County Commis-—
sioners of St. Johns County, Florida
august __, 1989

The principal of, premium, if any, and interest on the
Bonds are payable solely from and secured by prior lien upon and
a pledge of (1) the Net Revenues (as defined 1n the Resolution)
of the public water and sewer system of the Issuer (the “System,”
as defined in the Resolution), (2) certain Connection Charges (as
defined in the Resolution) to the extent provided in the Resolu-
tion and (3) until applied in accordance with the provisions of
the Resolution, the proceeds of the Bends, all moneys, including
investments thereof, in certain of the funds and accounts estab-
lished pursuant to the Resolution and all the earnings on such
investments, all in the manner and to the extent described in the
Resolution (collectively, the »pledged Funds”).

The Bonds and the interest thereon do not constitute a
general indebtedness of the Issuer or a pledge of its faith and
credit, but are payable solely from the Pledged Funds in the man-
ner provided in the Resolution. No owner of any of the Bonds
shall ever have the right to compel the exercise of the ad valorem
taxing power of the Issuer to pay the Bonds or interest thereon
or be entitled to payment of the Bonds or interest thereon from
any moneys of the Issuer except the Pledged Funds.

The Issuer has reserved the right to issue additional
parity bonds to be payable from and secured by the Pledged Funds
equally and ratably with the Bonds, upon the terms and conditions
prescribed in the Resolution.

: As to questions of fact material to our opinion, we have
relied upon the representations of the Issuer contained in the
Resolution and in the certified proceedings and other certifica-
tions of public officials furnished to us without undertaking to
verify the same by independent investigation.

Based upon the foregoing, we are of the opinion, under
existing law, as follows:

1. The Issuer is a duly created and validly existing
political subdivision of the gtate of Florida with the power to
adopt the Resolution, perform the agreements on its part con-
tained therein and issue the Bonds.



The Honorable Chairman and Members
of the Board of County Commis-
sioners of St. Johns County, Florida
August _ , 1989

2. The Resolution has been duly adopted by the Issuer
and constitutes a valid and binding cbligation of the Issuer en-
forceable upon the Issuer in accordance with its terms.

3. The Bonds have been duly authorized, executed and
delivered by the Issuer and are valid and binding special obliga-
tions of the Issuer enforceable in accordance with their terms.

4. The Bonds and the interest thereon are exempt from
taxation under the laws of the State of Florida, except as to
estate taxes and taxes on interest, income or profits on debt
obligations owned by corporations, as defined by Chapter 220,
Florida Statutes, as amended.

5. Interest on the Bonds (a) is excluded from gross
income for federal income tax purposes and (b) is not an item of
tax preference for purposes of the federal alternative minimum
tax applicable to all taxpayers; provided, however, that interest
on the Bonds is included in calculating ”adjusted net book income”
("adjusted current earnings” for taxable years beginning after
1989) for purposes of calculating the alternative minimum tax
imposed on corporations. The opinion set forth in clause (a)
above is subject to the condition that the Issuer comply with all
requirements of the Code that must be satisfied subsequent to the
issuance of the Bonds in order that interest thereon be (or con-
tinue to be) excluded from gross income for federal income tax
purposes. Failure to comply with certain of such requirements
could cause the interest on the Bonds to be so included in gross
income retroactive to the date of issuance of the Bonds. The
Issuer has covenanted to comply with all such requirements.

We express no opinion regarding other federal tax conse-
quences arising with respect to the Bonds.

6. The Bonds are exempt from registration under the
Securities Act of 1933, as amended, and the Resolution is exempt
from qualification as an indenture under the Trust Indenture Act
of 1939, as amended.

It is to be understood that the rights of the owners of
the Bonds and the enforceability of the Bonds and the Resolution



The Honorable Chairman and Members
of the Board of County Commis-
sioners of St. Johns County, Florida
August _, 1989

may be subject to bankruptcy, insolvency, reorganization, mora-
torium and other similar laws affecting creditors’ rights hereto-
fore or hereinafter enacted to the extent constitutionally appli-
cable and that their enforcement may also be subject to the exer-
cise of judicial discretion in appropriate cases.

Respectfully submitted,

FOLEY & LARDNER



APPENDIX F

Financial Guaranty Insurance

Company

175 Water Street

New York, New York 10038-4972
(212) 607-3000

(800) 352-0001

Municipal Bond
New Issue Insurance Policy

Issuer: Policy Number:

Control Number-

Bonds: Premium:

Financial Guaranty Insurance Company (“Financial Guaraniy™). a New York s
consideration of the payment of the premium and subject (0 the terms of (i
and irrevocably agrees (0 pay to Citibank, N.A., or uts successor, as
benefit of Bondholders, that portion of the principal and interg
“Bonds™) which shall become Due Tor Payment bur shy

Financial Guaranty will make. such paymen
becomes Due for Payment or on (he Dt
have received Notice of Nonpaymy4
the face amount of prnctpal andl ikerest which ¥ chen
Nonpayment hy (hgd '& butfonly Ypon recespi byyhe

e Bon NerE nghtYo receive payrgent

ssignment, that all of the Bondholder’s rights o

ent shall thereupon vest in Financial Guaranty. Upon
ecome the owner of the Bond, appurtenant coupon or nght to
puch Bond and shall be fuily subrogated (o all of the Bondholder’s rights
der’s right (0 payment (hereof.

pificellable for any reason. The prenniun on this Poliey is not refundable for ANy reason,
‘payment of the Bonds prior 10 their matunty. This Policy does not insure agansi logs of any
ent premium which may at any time be payable with respect (o any Bond.

p ) Y )

As used herein, the erm “Bondholder” ineans. as (0 a partcular Bond. the person other than (he lssuer
who, at the time of Nonpayment, is entitled under the terms of such Bond (0 payment thereof. “Due for
Payment”” means, when referming 1o the principal of a Bond, the staled matunty date thereof or the date on
which the same shall have been duly called for mandatory sinking fund redemption and does not refer (o
any earlier date on which payment is due by reason of call for redemption (other than by mandatory siking
fund redemption), acceleration or other advancement of maturty and means, when referring (o interest on a

SM: Service mark used by Finaneial Guaranty Insurance Company under license Trom iis parent company, FGIC Corporaton

Form 9000 F-1 Page 10l 2



Financial Guaranty Insurance

FGIC

175 Water Street
New York, New York 10038-4972
{212) 607-3000
(800) 352-0001

Municipal Bond
New Issue Insurance Policy

Bond, the stated date for payment ol interest. “Nonpayment” in respect of a Bond means the failure of the
Issuer to have provided sufficient funds o the paying agent for payment in full ol all principal and interest
Due for Payment on such Bond. “Notice” means telephonic or telegraphic notice, subsequenily confirmed {
wriling, or wrilten notice by registered or certified mail, from a Bondholder or a paying agent for the Bdf
(0 Financial Guaraniy. *“Business Day” means any day other than a Saturday, Sunday or a dayefl

the Fiscal Agent is authorized by law 1o remain closed.

In Witness Whereof, Financial Guaranty has caused this Policy 0 be alfixed wy
signed by its duly authorized officers in facsimile to become effective and b
by virtue of the countersignature of its duly authorized representatge.

President
Effective Dﬂ\ﬁ: ? E
I! N.A

‘ithorized Represenlative

. acknowledges that it has agreed (o perform the duties of Fscal Agent under this Poliey.

7% A

Authorized Officer

SM: Service mark used by Financial Guaranty Insorance Company under license from ifs parent company, FCIC Corporation

Form 9000 F=-2 Page 2 of 2



Financial Luarantly Insurance

FGIC
175 Waler Street L

New York, New York 10038-4972
{212) 607-3000
{800) 352-¢001

T,
Endorsement
To Financial Guaranty Insurance Company
[nsurance Policy

Policy Number: Control Number:

Execulive Vice President

Authorized Representative

Acknowledged as of the Effective Date written above:

Sl

Authorized Officer
Citibank, N.A., as Fiscal Agent

SM: Service mark used by Financiad Guaranty lisurance Company under Tieense froinils parent company, FGIC Corporation

Form E-0002 =3 Page | of 1



$10,430,000
ST. JOHNS COUNTY, FLORIDA
WATER AND SEWER REVENUE BONDS
SERIES 1989
BOND PURCHASE AGREEMENT
This BOND PURCHASE AGREEMENT dated August 9, 1989 is entered into by and
between ST. JOHNS COUNTY, FLORIDA (the "ssuer" or the "County") and WILLIAM R.
HOUGH & CO. and SMITH BARNEY, HARRIS UPHAM & CO. INCORPORATED

(collectively, the "Underwriter").

1. Purchase, Sale and Closing.

On the terms and conditions set forth herein and in the Official Statement,
hereinafter defined, the Underwriter will purchase from the Issuer and the Issuer will sell
to the Underwriter $10,430,000 aggregate principal amount of the St. Johns County,
Water and Sewer Revenue Bonds, Series 1989 (the "Bonds"), as are more fully described in
Exhibit A attached hereto. The Issuer is obligated to sell and the Underwriter is
obligated to purchase all (but not less than all) of the Bonds at an aggregate purchase
price of $10,309,533.50, less original issue discount in the amount of $1,194,883.10, plus
accrued interest on the Bonds through the date of closing for a net purchase price of
$9,151,911.20. Payment shall be made to the Issuer at closing by wire transfer or
otherwise in immediately available federal funds. The Underwriter, contemporaneous
with the execution of this Bond Purchase Agreement, has delivered to the Issuer &
corporate good faith check in the amount of $93,000. Said check will be held unceshed
by the Issuer and redelivered to the Underwriter at Closing, hereinafter defined. In the
event that the Issuer fails to deliver the Bonds at Closing, or in the event the Issuer is
unable to satisfy its obligations to the Underwriter pursuant to this Bond Purchase
Agreement or in the event the obligations of the Underwriter are terminated pursuant to

this Bond Purchase Agreement, then the good faith check shall be returned to the

EXHIBIT I3



Underwriter. In the event the Underwriter fails (other than for a reason permitted
hereunder) to purchase, accept delivery of and pay for the Bonds at Closing as herein
provided, the good faith check shall be retained as full liquidated damages for such
failure and for any defaults hereunder by the Underwriter.

At 10:00 a.m., Eastern Standard Time, on August 24, 1989, or at such other time or
on such earlier or later date as the parties hereto mutually agree upon (herein called the
"Closing"), the Issuer will deliver or cause to be delivered to the Underwriter the Bonds
in definitive form, duly executed, together with the other documents hereinafter
mentioned. The Underwriter will accept such delivery and pay said purchase price of the
Bonds and accrued interest in the manner set forth above. The Bonds will be delivered as
registered bonds in the denominations of $5,000 or integral multiples thereof and
registered in such names as the Underwriter may request three business days prior to the
date of Closing. The Underwriter may offer the Bonds to other dealers or underwriters
at a price lower than the public offering prices. Subsequent to the initial offering, the
Underwriter reserves the right to change the initial offering price or yield as it deems
necessary in connection with the marketing of the Bonds.

2. Action Taken to Date.

(a) The Issuer will issue the Bonds pursuant to Chapter 125, Part I, Florida
Statutes, as amended and the County's Ordinance 86-89 (the "Act"), and pursuant to and
secured under Resolution 89-84, adopted by the Issuer on April 25, 1989, as amended and
supplemented, (collectively, the "Resolution™),

(b) The Preliminary Official Statement, dated as of August 2, 1989, has been

executed by the Issuer and the Official Statement (e—substentiably—eomplete—copy—of

will be executed by the

Issuer and the Issuer hereby authorizes the use by the Underwriters of (a) the Resolution;

(b) the Preliminary Official Statement and Official Statement (collectively referred to as



the "Official Statement™; and (c) any other documents related to the transactions
contemplated in the Officlal Statement in connection with the public offering, sale
and distribution of the Bonds. As used herein, "Preliminary Officlal Statement”,
and "Official Statement" shall refer to said Preliminary and Official Statement,
respectively, relating to the Bonds, including the pertinent portions of the cover page,
and the reverse thereof.
(¢) The respective counsel referred to in this Bond Purchase Agreement.

Bond Counsel: Foley & Lardner

Counsel to the Issuer: James G. Sisco, Esquire

Counsel to the Underwriter: Roberts, Baggett, LaFace & Richard, P.A.

3. Representations of the Issuer.

The Issuer will sell the Bonds to the Underwriter and the Underwriter will make a
public offering thereof in reliance upon the representations and covenants herein set
forth. The Issuer hereby makes the following representations to the Underwriter:

(8) The Bonds will be payable from and secured by a lien and s pledge of the
Pledged Funds.

(b) The proceeds of the Bonds will be utilized to flnance the cost of refunding the
County's Water Revenue Bonds, Series 1981, acquire, construct and erect additions,
extensions and improvements to the water distribution facilities of the County, to
establish new sewage collection and treatment facilities to be operated in combination
with the water facilities, to fund the Reserve Account and to pay the costs of issuance
incurred with respect to the Bonds.

(¢) The Issuer is a political subdivision of the State of Florida duly organized and
validly existing under the Constitution and laws of the State of Florida.

(d) The Issuer has taken all actions required of it by Bond Counsel and/or Counsel

to the Issuer to comply with all provisions of the Act and the Constitution of the State of



Florida, and has full power and authority to issue the Bonds for the purposes described
above, to pay the costs of issuing the Bonds and to enact the Resolution and upon
obtaining certain permits has full power and authority to carry out and consummate all
other transactions contemplated by the Resolution and this Bond Purchase Agreement,
and the Issuer has taken all actions and obtained all approvals required therefor by the
Act as such required actions and approvals have been communicated to the lssuer by
Bond Counsel and/or Counsel to the lssuer.

(e} The Resolution has been duly adopted and the Issuer has duly authorized the
execution and delivery of this Bond Purchase Agreement and the issuance of the Bonds,
and has taken all necessary or appropriate action to carry out the same (except for
application of various state securities or blue sky laws, as to which no representation is
made).

(f)  There is no litigation or proceeding pending or, to the knowledge of the Issuer,
threatened against the Issuer, challenging the validity of the Act as it relates to this
[ssuer or to the Bonds, the Resolution, or this Bond Purchase Agreement or seeking to
enjoin the performance of the Issuer's obligations thereunder or hereunder.

&) The adoption of the Resolution, the execution and delivery of this Bond
Purchase Agreement and the Bonds, and compliance with the provisions of the Resolution
and of each of such instruments, will not conflict with or constitute a breach of, or
default under, any commitment, agreement or other instrument to which the Issuer is a
party or by which it is bound, or under any provisions of the Constitution of the State of
Florida or under any existing law, rule, regulation, ordinance, judgment, order or decree
to which the Issuer (or the Board of County Commissioners of the Issuer or any of its
officers in their respective capacities as such) is subjeect.

(h) To the best of the knowledge of the Issuer, the Official Statement is true and

accurate in all material respects as of the date hereof and it does not contain an untrue



statement of a material fact or omit to state a material fact necessary in order to make
the statements thereln, in light of the circumstances existing as of the date hereof, not
misleading (except with respect to information contained in the Official Statement
supplied by Financial Guaranty Insurance Company and information under the heading
"Tax Matters" as to which the Issuer makes no representation or warranty).

(i) 1f between the date of this Bond Purchase Agreement and the time of Closing
the Issuer discovers any fact or becomes aware of the occurrence of an event which
would cause the Official Statement to contain an untrue statement or to omit to state a
material fact required to be stated therein, in order to make the statements therein, in
light of the circumstances under which they were made, not misleading, the Issuer shall
notify the Underwriter and if, in the opinion of the Underwriter, the event requires an
amendment or supplement to the Official Statement, the 1ssuer will amend or supplement
such Official Statement in a form and in a manner acceptable to the Underwriter.

G4) Since December 31, 1975, the County has never been in default as to principal
or interest with respect to any obligation it has issued or guaranteed.

4. Underwriter's Representations.

(a) Upon the release of the Bonds, the Underwriter proposes to offer the Bonds for
sale upon the terms and conditions set forth in the Official Statement.

(b) In conformance with Chapter 218, Section 38 and Chapter 218, Section 385 of
fhe Florida Statutes, as amended, the Underwriter hereby delivers the Disclosure
Statement attached as Exhibit B hereto.

5. Covenants of the Issuer.

The Issuer will cooperate in qualifying the Bonds for (i) DTC deposit and (ii) offer
and sale under the Blue Sky or other securities law of states designated by the
Underwriter; except that the Issuer shall not be required in connection therewith or as a

condition thereof 10 execute a general consent to service of process or to qualify to do



business as a foreign corporation or as a dealer or broker in any state and provided, in
each instance, that the lssuer's out-of-pocket costs are paid out of the proceeds of the
sale of the Bonds or are otherwise provided for by the Underwriter.

6. Conditions of Underwriter's Obligation.

The Underwriter's obligation to purchase the Bonds is subject to fulfiliment of the
following condltions:

(a) The representations and covenants of the [ssuer shall be true as of the date of
the Closing and those representations contained in Paragraph 3 hereof shall be confirmed
by certificates of the Issuer, dated as of the Closing.

(b) The Issuer shall not have defaulted in the performance of any of its covenants
hereunder.

(e) Ator prior to the Closing, the Underwriter shall have recelved:

(i) evidence of bond insurance in form and substance satisfactory to the
Underwriter;

(li) an unqualified final opinion of Bond Counsel dated the date of the
Closing substantially in the form set forth in the Official Statement with a letter to the
Underwriter dated the date of the closing to the effect that said final approving opinion
may be relied upon by the Underwriter;

(iii) an unqualified opinion of Bond Counsel addressed to the Issuer and the
Underwriter and dated the date of Closing to the effect that (a) the information set forth
in the Official Statement under the headings "Introduction™, "Description of the Series
1989 Bonds", "Security for the Series 1989 Bonds", "Refunding Plan", "Tax Matters" and
"Legal Matters" insofar as such information purports to be the deseriptions or summaries
of the Resolution, the Bonds, the Act or the constitutional laws of the State of Florida,
and such other matters as are contained therein are correct as to matters of law and, to

the extent indicated therein, are accurate and fair statements or summaries of the



matters set forth or the documents referred to therein; (b) the County has Irrevocably
pledged the Pledged Funds for the payment of the principal of, redemption price, if any,
and interest on the Bonds; (¢} the Official Statement has been duly authorized, executed
and delivered by the Issuer and the Issuer has consented to the use thereof by the
Underwriter; (d) no registration of any security under the Securities Act of 1933, as
amended, or qualification of any indenture under the Trust Indenture Act of 1939, as
amended is required in connection with the offer, issue and sale of the Bonds; (e) the
Refunded Bonds have been defeased and no longer have a lien on the Pledged Funds; and
(f) the Bonds conform to form and tenor with the terms and provisions thereof
summarized in the Official Statement;

(iv} the opinion of Counsel to the Underwriter regarding compliance with
applicable disclosure laws and dated the date of the Closing in form acceptable to the
Underwriter;

(v) an executed copy of the Official Statement; .

(vi) an unqualified opinion of Counsel for the Issuer, addressed 1o the
Underwriter and to Bond Counsel, and dated the date of the Closing, to the effect that,
(a) the Issuer is duly organized and validly existing and except as set forth in
subparagraph (f} below has full legal right, power and authority to perform its obligations
under the Resolution and to authorize, execute, deliver and perform its obligations under
this Bond Purchase Agreement; (b) the lssuer has duly adopted the Resolution and has
duly authorized, executed and delivered this Bond Purchase Agreement and, assuming due
authorization, execution and delivery of this Bond Purchase Agreement by all other
parties, such instrument constitutes a legal, binding and valid obligation of the lssuer,
enforceable in accordance with its terms; provided, however, the enforceability thereof
may be subject to bankruptcy, insolvency, reorganization, moratorium and other similar

laws affecting creditors' rights generally and subject, as to enforceability thereof, to the



exercise of Judleial discretion in acecordance with the general principles of equity; (e)
with respect to the Information In the Officlal Statement set forth under the headings
"Introduction”, "Description of the Series 1989 Bonds", "Seeurity for the Series 1989
Bonds", "The Refunding Plan", "Historical and Projected Revenues, Expenses and Debt
Service Coverage”, "Interim Operating Results”, "The Capital Improvement Program and
the Project”, "The Water and Sewer System", "Permits for the Project", "Proposed
Additional Bond Flnancings”, "Litigation", "Miscellaneous" and "Authorizatlon of and
Certification of Official Statement™ and the information in Appendix B of the Official
Statement and based upon participation in the preparation of the Official Statement,
such Counsel of the Issuer has no reason to believe that said sections of the Official
Statement contain an untrue statement of a material fact or omits to state a material
fact required to be stated therein or hecessary to make the statements thereln, in light
of the eircumstances under which they are made, not misleading; (d) the Official
Statement has been duly authorized, executed and delivered by the Issuer and the Issuer
has consented to the use thereof by the Underwriter; (e) to the best of his knowledge
after a review of all relevant records of the County and after other relevant inquiry and
due diligence, the adoption of the Resolution and the authorization, execution and
delivery of this Bond Purchase Agreement and the Bonds, and compllance with provisions
hereof and thereof, will not conflict with, or constitute a breach of or default under any
law, administrative regulation, consent decree, resolution or any otﬁer agreement or
other instrument to which the Issuer is subject; (f) except for certain permits necessary
to construet or operate the System which have not yet been obtained, all approvals,
consents, authorizations, and orders of any governmental authority or agency having
jurisdiction in any matter which would constitute s condition precedent to the
performance by the Issuer of its obligations hereunder, and under the Resolution have

been obtained and are in full force and effect; (g) the Issuer is lawfully empowered to



pledge the Pledged Funds of the Issuer, which are pledged to the payment of the Bonds in
the manner described in the Resolution and in the Official Statement; (h) except as
disclosed in the Official Statement, there is no action, suit, proceeding, Inquiry or
investigation, at law or in equity, before or by any court, governmental agency, public
board or body, pending or, to the best of his knowledge, threatened against the [ssuer
affecting or seeking to prohibit, restrain or enjoin the sale, issuance or delivery of the
Bonds, the execution or performance under the Bond Purchase Agreement or the pledge
of the Pledged Funds by the Issuer; or contesting or affecting the legal existence of the
Issuer or the validity or the enforceability of the Act in any respect relating to
authorization for the issuance of the Bonds or this Bond Purchase Agreement to which
the County has been made a party or has been put on notice; or contesting the exelusion
of interest on the Bonds from gross income for federal income tax purposes, or
contesting the completeness or accuracy of the Official Statement or any supplement
or amendment thereto; or contesting the powers of the lssuer or any authority for the
issuance of the Bonds, the adoption of the Resolution or the execution and delivery by
the Issuer of this Bond Purchase Agreement; for the purposes of this opinion Counsel to
the Issuer has assumed that the interest on the Bonds is excluded from gross income for
federal income tax purposes and that neither the Bonds, the Bond Purchase Agreement,
the Resolution, or any other matter or documents need to be registered or qualified
under the Securities Act of 1933, as amended, the Florida Securities Act, Chapter 517,
Florida Statutes, as amended, the Trust Indenture Act of 1939, as amended, the laws of
Florida or the securities or blue sky laws of any jurisdiction;"

{vii) an unqualified opinion of counsel for the Insurer, dated the date of
Closing, addressed to the Underwriter and the Issuer, in form and substance satisfactory
to the Underwriter, to the effect that (a) the Insurer is duly quslified to do business in

the State of Florida; (b) the Insurer has full corporate power and authority to execute and



dellver the insurance policy for the Bonds (the "Polley"), and the Pollcy has been duly
authorized, executed and delivered by the Insurer and constitutes a legal, valid, and
binding obligation of the Insurer and enforceable in accordance with its 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 thereof, to the exercise of judicial discretion in
accordance with general principles of equity and (¢) the statements contained in the
Official Statement under the heading "Municipal Bond Insurance®, insofar as such
statement constitutes summaries of the matters referred to therein, accurately reflect
and fairly present the information purported to be shown and, insofar as such statements
purport to describe the Insurer, fairly and accurately describe the Insurer;

(viii) a non-arbitrage certificate of the Issuer in respect to the Bonds in
substance and form satisfactory to the Bond Counsel and Counsel to the Underwriter
supporting the conclusion that the Bonds are not and will not become "arbitrage bonds"
within the meaning of the Internal Revenue Code of 1986, as amended;

(ix) a letter from Standard & Poor's Corporation to the effeet that the
Bonds have been assigned a rating no less favorable than "AAA", and from Moody's
Investors Service to the effect that the Bonds have been assigned a rating no less
favorable than "Aaa", and that the ratings are in effect as of the date of Closing;

(x) a certificate, dated the date of Closing, signed by the Chairman of the
Board of County Commissioners of the Issuer in form and substance satisfactory to the
Underwriter to the effect that, to the best of his knowledge; () no litigation is pending,
or threatened to restrain or enjoin the issuance or delivery of any of the Bonds or the
application of funds pledged under the Resolution or in any way contesting or affecting
the Issuer's authority for the issuance of the Bonds, or the validity of the Bonds, the

Resolution or this Bond Purchase Agreement or the transactions contemplated hereby or
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thereby or In any way contesting the existence or powers of the lasuer or the title of any
of the members or officers thereof to their respective offices; and (b) no event affecting
the Issuer has occurred since the date of the Official Statement which should be
disclosed in the Official Statement or which it is necessary to disclose therein in order to
make the statements and information therein not misleading in any material respect for
the purpose for which it i3 to be used;

(xi) a comfort letter in form and content satlsfactory to the Underwriter
and the County dated the date of Closing from the auditors for the County
acknowledging the accuracy of the audit of the County, provided that the auditors shall
not be required to furnish such comfort letter unless the Underwriter shall in a timely
manner first request such comfort letter by execution and delivery to such auditors of a
letter in the form attached hereto as Exhibit C. Notwithstanding the foregolng, the
County, al the request of the Underwriter, will provide a comfort letter in such form as
approved by the County's Financial Director;

{xi}) a consent letter authorizing the use in the Official Statement of the
County's annual financial report dated September 30, 1988;

(xiii) a comfort letter in form and content satisfactory to the Underwriter and
the County dated the date of Closing from the Consulting Engineers for the County
acknowledging the accuracy of their engineer's report to the County and a consent letter
authorizing its use in the Official Statement;

{xiv) an opinion letter to the Underwriter from the Consulting Engineers
stating that permits necessary to construct or operate the System have been obtained or,
if not yet obtained, that the Consulting Engineers have no reason to believe that such
permits can not be obtained in a timely fashion;

(xv) verification by a natlonally recognized firm of certified public

accountants acceptable to the Underwriter as to the accuracy of (1) the escrow

-11-



calculations with respect to the Refunded Bonds, and (il) the mathematical computation
supporting the conclusion that the Bonds are not "arbitrage bonds" under the Internal
Revenue Code of 1988, as amended; and

(xvi) such additional legal opinions, certificates, instruments and other
documents as the Underwriter may reasonably request to evidence the truth and
accuracy, as of the date hereof and as of the date of Closing, of the representations and
covenants of the [ssuer contained herein and of the statements and information contained
in the Official Statement and to evidence the due performance and satisfaction by the
Issuer on or prior to the date of Closing of all the agreementis then to be performed and
conditions then to be satisfied by it;

1. Events Permitting the Underwriter to Terminate.

The Underwriter may terminate its obligations to purchase the Bonds at any time
before the Closing if any of the following oceurs:

(a) Any legisiative, executive or regulatory action or any court decision
whiech, In the reasonable judgment of the Underwriter, casts sufficient doubt on the
legality or the exclusion from gross income of interest on obligations such as the Bonds
so as to materially impalr the marketability or materially reduce the market price of
such obligations.

(b) Any action by the Securities and Exchange Commission or a court of
competent jurisdiction which would require registration of the Bonds, under the
Securities Act of 1933, as amended, or qualification of the Resolution under the Trust
Indenture Act of 1939, as amended In connection with the publle offering of the Bonds.

(c) Any restriction on trading in securities, or any banking moratorium, or
the inceptlon or escalation of any war or major military hostilities, in each case after the
date hereof, which in the reasonable judgment of the Underwriter is so material and

adverse as to make it impracticable or inadvisable to proceed with the public offering or
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the dellvery of the Bonds on the terms and in the manner contemplated in the Official
Statement.

(d) Any event or condition which, in the reasonable judgment of the
Underwriter, renders untrue or incorrect, in any material respect as of the time to which
the same purports to relate, the Information contained In the Official Statement, or
which requires that information not reflected in such Official Statement should be
reflected therein in order to make the statements and information contained thereln not
misleading in any material respect as of sueh time and the Official Statement can not be
adequately amended or supplemented.

8. Notices and Other Actions.

All notlces, demands and formal actions hereunder will be In writing, malled,

telegraphed, or delivered to:

The I[ssuer: St. Johns County
County Adminlstration Building
Route 10, Box 85
County Road 16A
St. Augustine, Florida 32085
Attentlon: Dan Castle
County Administrator

The Underwriter: Willlam R. Hough & Co.
1440 First Unlon Building
Jacksonvllle, Florida 32202

Attentiom Mitehell N. Owens
Senlor Vice-President

9. Expenses.

The Underwriter shall be under no obligation to pay, and the Issuer shall pay, any
expense Incldent to the performance of the obligations of the Issuer hereunder including,
but not limited to (a) the cost of preparation, printing and delivery of the Resolution; (b)
the cost of preparation and printing of the Bonds; (¢} the fees and dlsbursements of Bond

Counsel; (d) the fees and disbursements of the Issuer's financlal advisors; (e) the fees for
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the bond ratings; (f) the fees and expenses, if any, of the Registrar, the Escrow Agent,
the Paying Agent and of thelr respective counsel; (g) the cost of preparing, printing and
delivering a reasonable number of Preliminary Offlcial Statements and Offlclal
Statements and any supplements or amendments thereto; (h) the cost of the comfort and
consent letter from the County's auditors; (1) the cost of a verification report; (j) the cost
of the muniecipal bond insurance; and (k) the cost of lederal funds.

The Underwriter shall pay: (a) the cost of preparing, printing and delivery of this
Bond Purchase Agreement; (b) the cost of any "blue sky" opinlons and any related filing
fees; (e) all advertising expenses; and (d) all other expenses incurred by the Underwriter
in connection with the Public Offering of the Bonds, including the fees and disbursements
of Counsel retained by them.

In the event that either party shall have paid obligations of the other as set forth In

this Section 9, adjustments shall be paid at the time of Closing.

Miscellaneous:

This Bond Purchase Agreement may be executed by any one or more of the partles
hereto in any number of counterparts, each of which shall be deemed to be an original,
but all such counterparts shall together constitute one and the same Instrument. The
Bond Purchase Agreement will inure to the benefit of and be binding upon the parties and

their successors, and will not confer any rights upon any other person.
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The Chairman and the Clerk may agree with the Underwriter to modifications or

amendments to this agreement 3o long as the modifications or amendments do not

materlally alter the substance of this Bond Purchase Agreement.

(seal)

-15-

ST. JOHNS COUNTY, FLORIDA, by its
Board of County Commlasioners

N NN

Its Ché’lrman/

Attest: éja,_/ ‘,éf.j " /‘/ﬂ

Clerk [

WILLIAM R. HOUGH & CO. for the
Underwriter

sr] SN

Its ‘rirst ﬂgé President




EXHIBIT A

Wiittam R Hough & Ca.
MATURITY SCHEDULE
£10,430,000
St. Johns County, Florida
Water and Sewer Revenue Bonds
Series 1989

Period Total

Ending Amortization Interest Debt

June 1, Principal Instal Iments Rate Interest Service
1990 $ 50,000 5.80% $486,010.42 $536,010.42
1991 70,000 5.90 580,312.50 650,312.50
1992 335,000 6.00 £576,182.50 911,182.50
1993 355,000 6.00 556,082.50 911,082.50
1994 375,000 6.10 534,782.50 909,782.50
1995 395,000 6.20 511,907.50 906,907.50
1996 420,000 6.30 487,417.50 907,417.50
1997 450,000 6.40 460,957.50 910,957.50
1998 475.000 6.50 432,157.50 907,157.50
1999 510,000 6.55 401,282.50 911,282.50
2000 £40,000 6.60 367,877.50 907,877.50
2001 575,000 6.65 332,237.50 907,237.50
2002 $615,000 5.00 294,000.00 909,000.G0
2003 645,000 5.00 263,250.00 908,250.00
2004 650,000 5.90 231,000.00 911,000.00
2005 715,000 5.00 197,000.00 912,000.00
2006 750,000 5.00 161,250.G0 911,250.00
2007 785,000 5.00 123,750.00 908,750.00
2008 825,000 5.00 84,500.00 909,500.00
2009 B65,0C0 5.00 43,250.00 608,250.00
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Wilttam R.Heugh & Ca,

or on any June 1 or December 1 thereafter,
or as a whole on June 1, 1997

REDEMPTION PROVISIONS

y lot, or
The Series 1989 Sfrial Bonds maturing on June 1, 1990 through June 1, 1997
shall not be redeemablg prior to their stated dates of maturity. The Series 1989
Serial Bonds mafuring/on or after June 1, 1998 are redeemable, at the option of
the County, in part./ in such other manner as the Registrar shall deem fair and
appropriate, within a maturity 1f less than an entire maturity 1s to be redeemed,
on June 1, 1997,! or at any time thereafter, at the following redemption prices

(expressed as percentages of the principal amount to be redeemed) set forth
below, plus accrued interest to the redemption date:

Redemption Period : - Redemption
(both dates inclusjve) Price
June 1, 1997 to May 31, 1998 102 %
June 1, 1998 fo May 31, 1999 101 1/2
June 1, 1999 to May 31, 2000 101
June 1, 2000 to May 31, 2001 100 1/2
Juna 1, 2001 and thereafier 100

The Series 1989 Bonds maturing on June 1, 2009 will ba subject to mandatory
redemption prior to maturity by such method as the Registrar may deem fair and
appropriate, on June 1, 2002 and on June 1 of each year thereafter, at a price

of par plus accrued interest to the date of redemption, in the years and in the
amounts as follows:

Year : Principal Amounis
2002 $615,000
.2003 ) 645,000
2004 - 680,000
2005 715,000
2006 750,000
2007 . 785,000
2008 825,000
2009 (final maturity) 865,000

The Series 1989 Bonds maturing on June 1, 2008 are subject to optional
redemption in part, by lot, or in .such other manner as
the Registrar shall deem fair and appropriate, within the
maturity if less than the entire maturity is to be redeemed,
on June 1, 1997, or on any June 1 or December 1 thereafter,
or as a whole on June 1, 1997 or at any time thereafter
at par.



EXHIBIT B

—— William R Houah & Co. cowano A woLsERN

1440 FIRST UNION BUILDING SENICR VICE FRESIDENT

RESIDENT MANAGER
JACKSONYVILLE FLORIDA 32202

504 - 355-6691 5. JACK LARKINS

A FIRST VICE PRESIDENT
UQUSt 8’ 1989 MITCHELL N. OWENS

SENIOR VICE PRESIDENT

INMAN P CRUTCHFIELD JR
VICE PRESIDENT

Chairman and Members of the Board
of County Commissioners
St. Johns County, Florida

Re:  $10,430,000 St. Johns County, Florida Water and Sewer Revenue Bonds, Series
1989

Dear Ladies and Gentlemen:

Pursuant to Florida Statutes, Section 218.385(4), the following information
is provided.

1. The estimated amount of expenses which the managing underwriters
expect to incur with respect to the captioned obligations (the "Bonds") is as
follows:

Clearance.........o...-.. $ .30 per $1,000
Other Expenses........... $2.05 per $1,000
2. There are no finders, as defined in Section 218.386, Florida

Statutes, who have been employed by the managing underwriters in connection with
the issuance of the Bonds.

3. The amount of underwriting spread expected to be realized with
respect to the Bonds is $11.55 per $1,000 which includes $ .75 per $1,000 risk
and $6.95 per $1,000 takedown.

4. The management fee expected to be charged by the managing
underwriters is $1.50 per $1,000.

5. The underwriters are William R. Hough & Co., 1440 First Union
Building, Jacksonville, Florida 32202 and Smith Barney, Harris Upham & Co.
Incorporated, 625 North Flagler Drive, 8th Floor, West Palm Beach, Florida 33411.

Sincerely,

WILLIAM R. HOUGH & CO.

S. Jack Larkins
First Vice President

SJL:dad

STATE. COUNTY AND MUNICIPAL BONDS




EXHIBIT C

__Wiltiam R. Hough & Co. cowans n woLaER

1440 FIRST UNION BUILDING SEMIOR VICE FRESIDENT
RESIDENT MANAGER

JACKSONVYILLE FLORIDA 32202
904 - 35%5-6651 S JACK LARKINS

August 9 ’ 1989 FIRST VICE PRESIDENT

MITCHELL N. OWENS
SENIOR VICE PRESIDENT

INMAN P CRUTCHFIELD JR
YICE PRESIDENT

Price Waterhouse
2500 Independent Square
Jacksonville, Florida 32202

Re: $10,430,000 St. Johns County, Florida, Water and Sewer Revenue Bonds,
Series 1989

Gentlemen:

Reference is made to the Preliminary Official Statement dated August 2,
1989 and the Official Statement dated August 9, 1989 (collectively, the "Official
Statement") relating to the offering by St. Johns County, Florida (the "County")
of the above referenced bonds (the "Bonds"), which includes the component unit
financial statements for the Board of County Commissioners of St. Johns County,
Florida for the fiscal year ended September 30, 1988. The Bonds are to be
purchased by William R. Hough & Co. and Smith Barney, Harris Upham & Co.,
Incorporated (the "Underwriters") pursuant to a bond purchase agreement between
the County and the Underwriters dated August 9, 1989.

The Underwriters have requested a comfort letter from Price Waterhouse
with respect to certain information contained in the Official Statement. This
information has been requested in connection with the general due diligence
requirements imposed upon the Underwriters in marketing securities such as the
Bonds.

Very truly yours,

WILLIAM R. HOUGH & CO.
for the Underwriters

S. Jack Larkins
First Vice President

SJL:dad

STATE. COUNTY AND MUNICIPAL BONDS




Financial Guaramy Insurance

[ 2 |
ey FGIC
175 Water Street su
New York. New York 10038 EXHIBIT (¢

212, 607-3000
800: 352-0001

Commitment
For Municipal Bond Insurance
Issuer: St. Johns County, Florida Date of Commitment:
July 31, 1989
Expiration Date:
September 14, 1989%*
Bonds
Insured: Not to Exceed Prenmium and Rating Agency Fee:
$10,000,000 in aggregate principal .55% of total debt service on
amount of Water and Sewer Revenue the Bonds Insured plus $5,500%%*
Bonds, Series 1989A and Series
1989B

FINANCIAL GUARANTY INSURANCE COMPANY
("Financial Guaranty")

A Stock Insurance Company

hereby commits to issue a Municipal Bond New Issue Insurance Policy
(the "Policy"), in the form attached hereto as Exhibit A, relating to
the above-described debt obligations (the "Bonds"), subject to the
terms and conditions contained herein or added hereto.

To keep this Commitment in effect after the expiration date set forth
above, a request for renewal must be submitted to Financial Guaranty
prior to such expiration date. Financial Guaranty reserves the right
to refuse wholly or in part to grant a renewal.

THE MUNICIPAL BOND NEW ISSUE INSURANCE POLICY SHALL BE ISSUED IF THE
FOLLOWING CONDITIONS ARE SATISFIED:

1. The documents to be executed and delivered in connection with the
issuance and sale of the Bonds shall not contain any untrue or
misleading statement of a material fact and shall not fail to
state a material fact necessary in order to make the information
contained therein not misleading.

* subject to written acceptance of this Commitment being furnished
to Financial Guaranty by the earlier of the sale date of the Bonds
and August 7, 1989.

* No adjustment to the debt service calculation shall be made for
accrued interest on the Bonds. The premium and rating agency fee
are payable to Financial Guaranty.
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Financial Cuaranty [nsurance
Company

2. No event shall occur which would permit any purchaser of
the Bonds, otherwise required, not to be required to
purchase the Bonds on the date scheduled for the issuance
and delivery thereof.

3. There shall be no material change in or affecting the
Bonds (including, without limitation, the security for the
Bonds) or the financing documents or the official
statement (or any similar disclosure documents) to be
executed and delivered in connection with the issuance and
sale of the Bonds from the descriptions or forms thereof
approved by Financial Guaranty.

4, The Bonds shall contain no reference to Financial
Guaranty, the Policy or the municipal bond insurance
evidenced thereby except as may be approved by Financial
Guaranty.

5. Financial Guaranty shall be provided with:

(a) Executed copies of all financing documents, the
official statement (or any similar disclosure
document), and all Bond documentation evidencing the
Issuer's ability and intent to comply with the
Internal Revenue Code of 1986 (if in the opinion of
bond counsel (described below) on-going compliance
would be necessary to maintain the exemption from
federal income taxation of interest on the Bonds),
which shall be in form and substance acceptable to
Financial Guaranty, and the various legal opinions
delivered in connection with the issuance and sale of
the Bonds, including, without limitation, the
ungualified approving opinion of bond counsel
rendered by a law firm acceptable to Financial
Guaranty, which opinion shall include a statement to
the effect that the interest on the Bonds is exempt
from federal income taxation under the Internal
Revenue Code of 1986 except for any alternative
minimum tax which may be imposed upon interest on the
Bonds. Final drafts of such documents shall be
provided to Financial Guaranty at least five (5)
business days prior to the issuance of the Policy
unless Financial Guaranty shall approve a shorter
period.

(b) A letter from bond counsel addressed to Financial
Guaranty to the effect that Financial Guaranty may
rely on the approving opinion of bond counsel as if
such opinion were addressed to Financial Guaranty.
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Financial Guaranty [nsurance

Company

(c)

Evidence of wire transfer in federal funds in an
amount equal to the insurance premium plus the rating
agency fee at the time of the issuance and delivery
of the Bonds, unless alternative arrangements for the
payment of such amount acceptable to Financial
Guaranty have been made prior to the delivery date of
the Bonds.

ADDITIONAL CONDITIONS

6. The following comments shall be reflected in the document
authorizing the issuance of the Bonds (the "Resolution"):

(a)

(b)

(c)

(d)

(@)

Financial Guaranty Insurance Company shall be deemed
the Insurer of the Series 1989A and Series 1989B
Bonds, and defined as a New York stock insurance
company, or any successor thereto.

For the purpose of calculating the amount of the
Reserve Account Requirement, Variable Rate Bonds
shall be assumed to bear interest at a fixed rate
equal to 9.2% per annum.

Any credit instrument provided in lieu of a cash
deposit in the Reserve Account shall conform to the
requirements set forth in Exhibit D hereto.

The second sentence of Section 4.06 (A)(2) shall be
clarified to provide for the application of funds in
the Debt Service Fund to the cash replenishment of
the Reserve Account, as appropriate.

Financial Guaranty shall be provided with the Annual
Budget pursuant to Section 5.06, the Annual Audit
pursuant to Section 5.09 and in addition Financial
Guaranty shall be provided with the following
information:

(1) Official statement, if any, prepared in
connection with the issuance of additional
debt, whether or not it is on a parity with the
insured issue within 30 days of the bond sale;

(ii) Notilce of any draw upon or deficiency due to
market fluctuation in the Debt Service Reserve
Fund;

(11i) Notice of the redempticn, other than mandatory
sinking fund redemption, of any of the Bonds,
including the principal amount, maturities and
CUSIP numbers thereof:;
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Company

(f)

(9)

(h)

(1)

(3)

(k)

(iv) The number of system users as of the end of the
fiscal year;

(v) Notification of the withdrawal of any major
system users (defined as a user comprising 4%
or more of system sales measured in terms of
revenue dollars) since the last reporting date;

(vi) Since the last reporting date any significant
plant retirements or expansions planned or
undertaken; and

(vii) Such additional information as Financial
Guaranty may reasonably request from time to
time.

Article II shall provide that upon the occurrence of
an event of default which would require the Bond
Insurer to make payments under the Bond Insurance
Policy, the Bond Insurer and its designated agent
shall be provided with access to the registration
books of the Issuer.

Article III shall provide that redemption of bonds,
other than mandatory sinking fund redemption and
other than pursuant to the application of refunding
bond proceeds, shall be made only from and to the
extent of funds on deposit with the Trustee and
available for such purpose on the date the notice for
redemption is mailed.

Section 6.01 describing "Events of Default" shall
specify that defaults in the payment of principal,
redemption price, sinking fund installments, or
interest on the Bonds are defaults by the Issuer.

For the purposes of Article VI Financial Guaranty
shall be deemed the sole Holder of Bonds insured by
Financial Guaranty.

The prior written consent of the Financial Guaranty
shall be required for any waiver of an Event of
Default.

The Bond Insurer's consent shall be required for any
supplemental resolution adopted pursuant to Section
7.01(I). The Bond Insurer shall be provided with a
full transcript of all proceedings relating to the
execution of any supplemental resolutions, regardless
of whether consent of the Bond Insurer was required
for such execution.
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(1) Section 8.01 shall provide that only cash or direct
non-callable obligations of the United States of
America shall be used to accomplish defeasance of the
Bonds unless the Bond Insurer otherwise approves. 1In
the event of an advance refunding, there shall be
provided a verification report of an independent
nationally recognized certified public accountant. A
sentence shall be included in the Defeasance Section
to read as follows: Amounts paid by the Bond Insurer
under the Bond Insurance Policy shall not be deemed
paid pursuant to this Section and shall continue to
be due and owing hereunder until paid by the Issuer
in accordance with this Resolution.

(m) The notice address for the Bond Insurer shall be
included: Financial Guaranty Insurance Company, 175
Water Street, New York, New York 10038, Attention:
President.

(n) Section 5.02 shall be revised to provide that Net
Revenues and Connection Charges adjustments shall be
limited to the Net Revenues related to existing
development in respect of additions, extensions, or
improvements to be financed with the additional bonds
where revenues are anticipatd within three years of
bond issuance. In addition, adjustments for rate
increases adopted shall be limited to existing
residences and businesses.

The Bonds shall bear a Statement of Insurance in the form
attached hereto as Exhibit B. BOND PROOFS SHALL BE
APPROVED BY FINANCIAL GUARANTY PRIOR TC PRINTING.

The official statement shall (a) be satisfactory in form
to Financial Guaranty and (b) shall contain the language
attached hereto as Exhibit C and such other references to
Financial Guaranty as we shall supply or approve.

Promptly after the closing of the Bonds, Financial
Guaranty shall receive three completed sets of executed
documents (one original and two photocopies), copies of
which we will deliver to each agency rating the Bonds.

N T\\\ e
~——Pavid E. covintree
First Vice President

Deputy Director of Risk Management
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To keep this commitment in effect to the Expiration Date set
forth on the first page, Financial Guaranty must receive by the
Issuer by the earlier of the sale date of the Bonds and

August 7, 1989 a duplicate of this Commitment executed by an
appropriate officer of St. Johns County, Florida.

The undersigned agrees that if the Bonds are insured by a
policy of municipal bond insurance, such insurance shall be

provided by Financial Guaranty in accordance with the terms of
this Commitment.

Accepted as of

, 1989 by St. Johns County,
Florida.

BY:

TITLE:
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Financial Guaranwy Insurance y
(ompany FGIC ETHIBIT A
175 Water Sireet -

New York. New York 10038-4972

1212y 607-3000

18001 352-0001

Mncipo |
New Issue Insurance Policy

Issuer: Policy Number:

Control Number:

Bonds: Premium:

consideration of the pavment of the premium and subject 0 the terms of kg
and irrevocably agrees to pay (o Citibank. N.A.. or its successor. as its age
benefit of Bondholders. that portion of the pancipai and interps e abovk

have received Notice of ! \onpn_v
the face amount of principal ang

anty ¥ Decome the owner of the Bond. appurienant coupon or night to
ch Bond and shall be fully subrogated (0 all of the Bondholder’s nghts

As used herein, the term “Bondholder™ means. as o a particular Bond. the person other than the [ssuer
who. at the time of Nonpayment, is entitled under the terms of such Bond to pavment thereol. **Due [or
Pavment”” means, when referring to the principal of a Bond. the stated matwrnity date thereof or the date on
which the same shall have been dulv called for mandatory sinking fund redemption and does not refer to
any earlier date on which payment is due by reason of call for redemption (other than by mandatory sinking
fund redemption), acceleraton or other advancement of mawnity and means. when referming Lo interest on a

SM: Service mark used by Financial Guaranty Insurance Company undler license from its pacent company, FGIC Comoration

Form 9000 Page 1 0f 2



Financial Guaramy Insurance

L ]
FGIC

175 Water Streer
New York. New York 10038-4972
(212) 607-3000
{8001 352-0001

Municipal Bond
New Issue Insurance Policy

Bond. the stated date for payment of interest. ~Nonpayment” in respect of a Bond means the failure of the

Issuer 10 have provided sulficient lunds w the paying agent {or payment in full of all principal and inerest
Due for Pavment on such Bond, “*Notice™ means telephonic or telegraphic notice. subsequendy confirmed §
writing, or wrilten notice by registered or cenifier] mail. from a Bondholder or a paving agem lor the
(o Financial Guaranty. **Business Dav™™ means any duy other than a Saturday. Sundav or a daj

the Fiscal Agent is authorized by law (o remain closed.

In Witness Whereof. Financial Guaranty has caused this Poliey w be allixed wy
signed by 1ts duly authonized officers in faesimile to become effective and
by virtue of the countersignature of its duly authorized represemaigge.

o =

President

of Fiscul Agent wnder tus Poliey.

Authorized Officer

SM: Service mark used by Financial Guaranty Insurance Company under lieense from s parent company . FGIG Corporation

Form 9000 Page 2 of 2



Financial Guaramy Insurance TR
Company H}IC
175 Water Street -
New ‘York. New York 10038-4972

212 607-3000

(8001 :3H2-0001

Endorsement
To Financial Guaranty Insurance Company
Insurance Policy

Policy Number: Control Number:

Acknowledged as of the Effective Date written above:

Sl

Authorized Officer
Citibank. N.A.. as Fiscal Agent

SM: Service mark used by Financial Guaraney Insurance Company uruder leense {rom its parent compuny. FCIC Corporation

Form E-0002 Page | of 1



Financial Guaranty Insurance
Company

ENDORSEMENT

To Financial Guaranty Insurance Company Insurance Policy
Policy Number:
Control Number:

The insurance provided by this Policy is not covered by
the Florida Insurance Guaranty Assoclation (Florida Insurance
Code, Sec. 631.50 et seq.)

NOTHING HEREIN SHALL BE CONSTRUED TO WAIVE, ALTER, REDUCE,
OR AMEND COVERAGE IN ANY OTHER SECTION OF THE POLICY. IF FOUND
CONTRARY TO THE POLICY LANGUAGE, THE TERMS OF THIS ENDORSEMENT
SUPERSEDE THE POLICY LANGUAGE.

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

President Executive Vice President

Effective Date: , 1989 Authorized Representative

Acknowledged as of the Effective
Date written above:

Authorized oOfficer
Ccitibank, N.A., as Fiscal Officer



Financial Guaranty [nsurance
Company

EXHIBIT B

(To be printed on the Bonds)

STATEMENT OF INSURANCE

Financial Guaranty Insurance Company ("Financial
Guaranty"”) has issued a policy containing the following
provisions with respect to the St. Johns County, Florida Water
and Sewer Revenue Bonds, Series 1989A and Series 1989B
(collectively, the "Bonds"), such policy being on file at the
principal office of the Registrar and Paying Agent, as paying
agent (the "Paying Agent"):

Financial Guaranty hereby unconditionally and irrevocably
agrees to pay for disbursement to the Bondholders that portion
of the principal of and interest on the Bonds which is then due
for payment and which the issuer of the Bonds (the "Issuer")
shall have failed to provide. Due for payment means, with
respect to the principal, the stated maturity date thereof, or
the date on which the same shall have been duly called for
mandatory sinking fund redemption, but not any earlier date on
which the payment of principal of the Bonds is due by reason of
acceleration, and with respect to interest, the stated date for
payment of such interest.

Upon receipt of telephonic or telegraphic notice,
subsequently confirmed in writing, or written notice by
registered or certified mail, from a Bondholder or the Paying
Agent to Financial Guaranty that the required payment of
principal or interest has not been made by the Issuer to the
Paying Agent, Financial Guaranty on the due date of such
payment or within one business day after receipt of notice of
such nonpayment, whichever is later, will make a deposit of
funds, in an account with Citibank, N.A., or its successor as
its agent (the "Fiscal Agent"), sufficient to make the portion
of such payment not paid by the Issuer. Upon presentation to
the Fiscal Agent of evidence satisfactory to it of the
Bondholder's right to receive such payment and any appropriate
instruments of assignment required to vest all of such
Bondholder's right to such payment in Financial Guaranty, the
Fiscal Agent will disburse such amount to the Bondholder.

As used herein the term "Bondholder" means the person
other than the Issuer who at the time of nonpayment of a Bond
is entitled under the terms of such Bond to payment thereof.

The policy is non-cancellable for any reason.

FINANCIAL GUARANTY INSURANCE COMPANY



Financial Guaranty [nsurance
Company

EXHIBIT C
(Disclosure Language For Official Statement)

Bond Insurance

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

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

Financial Guaranty is a wholly-owned subsidiary of FGIC
Corporation (the "Corporation®), a Delaware holding company.
The Corporation is a wholly-owned subsidiary of General
Electric Capital Corporation ("GECC"). Neither the Corporation
nor GECC is obligated to pay the debts of or the claims against
Financial Guaranty. Financial Guaranty is domiciled in the
State of New York and is subject to regulation by the State of
New York Insurance Department. As of March 31, 1989, the total
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EXHIBIT C
Continued

capital and surplus of Financial Guaranty was approximately
$398,200,000. Copies of Financial Guaranty's financial
statements, prepared on the basis of statutory accounting
principles, and the Corporation's financial statements,
prepared on the basis of generally accepted accounting
principles, may be obtained by writing to Financial Guaranty at
175 Water Street, New York, New York 10038, Attention:
Communications Department. Financial Guaranty's telephone
number is (212) 607-3000.

0148G
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The Issuer may meet the Reserve Account Requirement by the
deposit of a surety bond, insurance policy or letter of credit
as set forth below. The following requirements shall be
fulfilled to the satisfaction of Financial Guaranty (including
incorporation of relevant conditions in the Resolution in the
event the Reserve Account Requirement is fulfilled by a deposit
of a credit instrument (other than a credit instrument issued
by Financial Guaranty) in lieu of cash:

1.

A surety bond or insurance policy issued to the
Paying Agent and Bond Registrar, as agent of the
bondholders, by a company licensed to issue an
insurance policy guaranteeing the timely payment of
debt service on the Bonds (a "municipal bond
insurer") may be deposited in the Reserve Account to
meet the Reserve Account requirement if the claims
paying ability of the issuer thereof shall be rated
"AAA" or "Aaa" by S&P or Moody's respectively.

A surety bond or insurance policy issued to the
Paying Agent and Bond Registrar, as agent of the
bondholders, by an entity other than a municipal bond
insurer, may be deposited in the Reserve Account to
meet the Reserve Account requirement i1f the form and
substance of such instrument and the issuer thereof
shall be approved by Financial Guaranty.

An unconditional irrevocable letter of credit issued
to the Paying Agent and Bond Registrar, as agent of
the bondholders, by a bank may be deposited in the
Reserve Account to meet the Reserve Account
requirement if the issuer thereof is rated at least
"AA" by S&P. The letter of credit shall be payable
in one or more draws upon presentation by the
beneficiary of a sight draft accompanied by its
certificate that it then holds insufficient funds to
make a required payment of principal or interest on
the bonds. The draws shall be payable within two
days of presentation of the sight draft. The letter
of credit shall be for a term of not less than three
years and shall be subject to an "evergreening"
feature so as to provide the issuer of the bonds with
at least 30 months notice of termination. The issuer
of the letter of credit shall be required to notify
the Issuer and the Paying Agent and Bond Registrar,
not later than 30 months prior to the stated
expiration date of the letter of credit, as to
whether such expiration date shall be extended, and
if so, shall indicate the new expiration date.
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If such notice indicates that the expiration date
shall not be extended, the Issuer shall deposit in
the Reserve Account an amount sufficient to cause the
cash or permitted investments on deposit in the
Reserve Account together with any other qualifying
credit instruments, to egqual the Reserve Account
Requirement on all Outstanding Bonds, such deposit to
be paid in equal installments on at least a
semi-annual basis over the remaining term of the
letter of credit, unless the Reserve Account credit
instrument is replaced by a Reserve Account credit
instrument meeting the requirements in any of 1-3
above. The letter of credit shall permit a draw in
full prior to the expiration or termination of such
letter of credit if the letter of credit has not been
replaced or renewed. The bond documentation shall,
in turn, direct the Paying Agent and Bond Registrar
to draw upon the letter of credit prior to its
expiration or termination unless an acceptable
replacement is in place or the Reserve Account is
fully funded in its required amount.

The use of any Reserve Account credit instrument
pursuant to this Paragraph shall be subject to
receipt of an opinion of counsel acceptable to
Financial Guaranty in form and substance satisfactory
to Financial Guaranty as to the due authorization,
execution, delivery and enforceability of such
instrument in accordance with its terms, subject to
applicable laws affecting creditors' rights
generally, and, in the event the issuer of such
credit instrument is not a domestic entity, an
opinion of foreign counsel in form and substance
gatisfactory to Financial Guaranty. 1In addition, the
use of an irrevocable letter of credit shall be
subject to receipt of an opinion of counsel
acceptable to Financial Guaranty in form and
substance satisfactory to Financial Guaranty to the
effect that payments under such letter of credit
would not constitute avoidable preferences under
Section 547 of the U.S. Bankruptcy Code or similar
state laws with avoidable preference provisions in
the event of the filing of a petition for relief
under the U.S. Bankruptcy Code or similar state laws
by or against the issuer of the bonds (or any other
account party under the letter of credit).

The obligation to reimburse the issuer of a Reserve
Account credit instrument for any fees or expenses or
claims or draws upon such Reserve Account credit
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instrument shall be subordinate to the payment of
debt service on the bonds. The right of the issuer
of a Reserve Account credit instrument to payment or
reimbursement of its fees and expenses shall be
subordinated to cash replenishment of the Reserve
Account, and, subject to the second succeeding
sentence, its right to reimbursement for claims or
draws shall be on a parity with the cash
replenishment of the Reserve Account. The Reserve
Account credit instrument shall provide for a
revolving feature under which the amount available
thereunder will be reinstated to the extent of any
reimbursement of draws or claims paid. If the
revolving feature is suspended or terminated for any
reason, the right of the issuer of the Reserve
Account credit instrument to reimbursement will be
further subordinated to cash replenishment of the
Reserve Account to an amount equal to the difference
between the full original amount available under the
Reserve Account credit instrument and the amount then
available for further draws or claims. In the event
(a) the lssuer of a Reserve Account credit instrument
becomes insolvent, or (b) the issuer of a Reserve
Account credit instrument defaults in its payment
obligations thereunder, or (c) the claims paying
ability the issuer of the insurance policy or surety
bond falls below "AAAY or "Aaa", by S&P or Moody's,
respectively, or (d) the rating of the issuer of the
letter of credit falls below "“AA" by S&P, the
obligation to reimburse the issuer of the Reserve
Account credit instrument shall be subordinate to the
cash replenishment of the Reserve Account.

6. In the event (a) the revolving reinstatement feature
described in the preceding paragraph is suspended or
terminated, or (b) the rating of the claims paying
ability of the issuer of the surety bond or insurance
policy falls below "AAA" or "Aaa", by S&P or Moody's,
respectively, or (c) the rating of the issuer of the
letter of credit falls below "AA" by S&P, the Issuer
shall either (i) deposit into the Reserve Account an
amount sufficlent to cause the cash or permitted
investments on deposit in the Reserve Account to
equal the Reserve Account requirement on all
outstanding bonds, such amount to be pald over the
ensuing five years in equal installments deposited at
least semi-annually or (il) replace such instrument
with a surety bond, insurance policy or letter of
credit meeting the requirements in any of 1-3 above
within
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six months of such occurrence. 1In the event (a) the
rating of the claims-paying ability of the issuer of
the surety bond or insurance policy falls balow "A",
or (b) the rating of the issuer of the letter of
credit falls below "A", or (c) the issuer of the
Reserve Account credit instrument defaults in its
payment obligations hereunder, or (d) the issuer of
the Reserve Account credit instrument becomes
insolvent, the Issuer shall either (i) deposit into
the Reserve Account an amount sufficient to cause the
cash or permitted investments on deposit in the
Reserve Account to equal to Reserve Account
requirement on all outstanding bonds, such amount to
be paid over the ensuing year in equal installments
on at least a monthly basis, or (ii) replace such
instrument with a surety bond, insurance policy or
letter of credit meeting the requirements in any of
1-3 above within six months of such occurrence.

Where applicable, the amcunt available for draws or
claims under the Reserve Account credit instrument
may be reduced by the amount of cash or permitted
investments deposited in the Reserve Account pursuant
to clause (i) of the preceding subparagraph 6.

If the Issuer chooses the above described alternative
to a cash-funded Reserve Account, any amounts owed by
the Issuer to the issuer of such credit instrument as
a result of a draw thereon or a claim thereunder, as
appropriate shall be included in any calculation of
"Debt Service Requirements" in the bond documents for
all purposes thereof, (i.e. rate covenant, additional
bonds test).

The Resolution shall require the Paying Agent and
Bond Registrar to ascertain the necessity for a claim
or draw upon the Reserve Account credit instrument
and to provide notice to the issuer of the Reserve
Account credit instrument in accordance with its
terms not later than three days (or such appropriate
time period as will, when combined with the timing of
required payment under the Reserve Account credit
instrument, ensure payment under the Reserve Account
credit instrument on or before the interest payment
date) prior to each interest payment date.
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Cash on deposit in the Reserve Account shall be used
(or investments purchased with such cash shall be
liquidated and the proceeds applied as required)
prior to any drawing on any Reserve Account credit
instrument. If and to the extent that more than one
Reserve Account credit instrument 1s deposited in the
Reserve Account, drawings thereunder and repayments
of costs associated therewith shall be made on a pro
rata basis, calculated by reference to the maximum
amounts available thereunder.
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PERMITTED INVESTMENT GUILDLINES

Direct obligations of the United States of America
and securities fully and unconditionally guaranteed
as to the timely payment of principal and interest by
the United States of America ("Direct Obligations");

direct obligations and fully guaranteed certificates
of beneficial interest of the Export-Import Bank of
the United States; senior debt obligations of the
Federal Home Loan Banks; debentures of the Federal
Housing Administration; guaranteed mortgage-backed
bonds and guaranteed pass-through obligations of the
Government National Mortgage Corporations: gquaranteed
Title XI financing of the U.S. Maritime
Administration; mortgage-backed securities and senior
debt obligations of the Federal National Mortgage
Association; and participation certificates and
genior debt obligations of the Federal Home Loan
Mortgage Corporation (collectively, "Agency
Obligations");

direct obligations of any state of the United States
of America or any subdivision or agency thereof whose
unsecured general obligation debt is rated "A3" or
better by Moody's Investors Service and "A-" or
better by Standard & Poor's Corporation, or any
obligation fully and unconditionally guaranteed by
any state, subdivision or agency whose unsecured
general obligation debt is rated "A3" or better by
Moody's Investors Service and "A-" or better by
Standard & Poor's Corporation;

commercial paper rated "Prime-1" by Moody's Investors
Service and "A-1" or better by Standard & Poor's
corporation;

obligations rated "A3" or better by Moody's Investors
Service and "A-" or better by Standard & Poor's
CorporatIon:

deposits, Federal funds or bankers acceptances of any
domestic bank, including a branch office of a foreign
bank which branch office is located in the United
States, provided legal opinions are received to the
effect that full and timely payment of such deposit
or similar obligation is enforceable against the
principal office or any branch of such bank, which:
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a. has an unsecured, uninsured and unguaranteed
obligation rated "Prime-1" or "A3" or better
by Moody's Investors Service and "A-1" or WA-Y
or better by Standard & Poor's Corporation, or

b. i{s the lead bank of a parent bank holding
company with an uninsured, unsecured and
unguaranteed obligation meeting the rating
requirements in (a.) above;

deposits of any bank or savings and loan association
which has combined capital, surplus and undivided
profits of not less than §3 million, provided such
deposits are fully insured by the Federal Deposit
Insurance Corporation or Federal Savings and Loan
Insurance Corporation;

jnvestments in a money-market fund rated "Am" or
"Am-G" or better by Standard & Poor's Corporation;

repurchase agreements with a term of one year or
lese with any institution with debt rated WAAY" or
commercial paper rated "A-1" (in each case by
Standard & Poor's Corporation):

repurchase agreements collateralized by Direct
Obligations or Agency Obligations with any
registered broker/dealer subject to the Securities
Investors' Protection Corporation jurisdiction or
any commercial bank, if such broker/dealer or bank
has an uninsured, unsecured and unguaranteed
obligation rated "Prime-1" or "A3" or better by
Moody's Investors Service, and "A-1" or "A-" or
better by Standard & Poor's Corporation, provided:

a. a master repurchase agreement or specific
written,repurchase agreement governs the
transaction:; and

b. the securities are held free and clear of any
lien by the Trustee or an independent third
party acting solely as agent for the Trustee,
and such third party is (1) a Federal Reserve
Bank, (ii) a bank which is a member of the
Federal Deposit Insurance Corporation and
which has combined capital, surplus and
undivided profits of not less than $25
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million, or (iii) a bank approved in writing
for such purpose by Financial Guaranty
Insurance Company, and the Trustee shall have
received written confirmation from such third
party that it holds such securities, free and
clear of any lien, as agent for the Trustee;
and

a perfected first security interest under the
Uniform Commercial Code, or book entry
procedures prescribed at 31 C.F.R. 306.1 et
seq. or 31 C.F.R. 350.0 et seq. in such
securities is created for the benefit of the
Trustee; and

the repurchase agreement has a term of thirty
days or less, or the Trustee will value the
collateral securities no less frequently than
monthly and will liquidate the collateral
securities if any deficiency in the required
collateral percentage is not restored within
two business days of such valuation; and

the repurchase agreement matures at least ten
days (or other approprilate liquidation period)
prior to a debt service payment date, and

the fair market value of the securities in
relation to the amount of the repurchase
obligation, including principal and interest,
is equal to at least 100%; and

investment agreements with a bank or insurance
company which has an unsecured, uninsured and
unguaranteed obligation (or claima-paying ability)
rated "A3" or better by Moody's Investors Service
and "A-" or better by Standard & Poor's Corporation,
or 1s the lead bank of a parent bank holding company
with an uninsured, unsecured and unguaranteed
obligation meeting such rating requirements,
provided:

al

interest is paid at least semi-annually at a
fixed rate during the entire term of the
agreement, consistent with bond payment dates,
and
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b, moneys invested thereunder may be withdrawn
without any penalty, premium, or charge upon
not more than one day's notice (provided such
notice may be amended or canceled at any time
prior to the withdrawal date), and

c. the agreement is not subordinated to any other
obligations of such insurance company or bank,
and

d. the same guaranteed interest rate will be paid

on any future deposits made to restore the
reserve to its required amount, and

e. the Trustee receives an opinion of counsel
that such agreement is an enforceable
obligation of such insurance company or bank.
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ESCROW DEPOSTIT AGREEMENT

In consideration of the facts hereinafter recited and of
the mutual covenants and agreements herein contained, ST. JOHNS
COUNTY, a political subdivision of the State of Florida (the
nIssuer”), and FIRST FLORIDA BANK, N.A., Tampa, Florida, a na-
tional banking association organized and existing under the laws
of the United States of America, as Escrow Holder (the “Escrow
Holder”), do hereby agree as follows:

Section 1. Definitions. Terms used herein shall have
the respective meanings assigned in and by the Resolution herein-
after defined, and the following terms which are not defined in
the Resolution shall have the following meanings, unless the text
clearly otherwise requires:

#pggregate Debt Service” shall mean, as of any particu-
lar date, the sum of the amounts of Annual Debt Service for all
years with respect to which the Annual Debt Service shall remain
unpaid. Aggregate Debt Service as of the date of the delivery of
this Agreement is stated on Exhibit A attached hereto.

nAgreement” shall mean this Escrow Deposit Agreement.

#annual Debt Service” shall mean, with respect to any
year, the interest on the Refunded Bonds becoming due in such
year and the principal of the Refunded Bonds maturing in such
year according to Exhibit A attached hereto.

"Escrow Account” shall mean the Escrow Account created
pursuant to the provisions of Section 3 of this Agreement.

"Escrow Requirement” shall mean, as of any particular
date, the sum of an amount in cash in the Escrow Account and the
principal amount of the Federal Securities held by the Escrow
Holder pursuant to Section 4 hereof which, together with the in-
terest which shall thereafter become payable on the Federal Securi-
ties, will be sufficient to pay Aggregate Debt Service, as each
of the respective installments thereof shall become due.

nFederal Securities” shall mean direct obligations of
the United States of America, none of which permit redemption
prior to maturity at the option of the obligor, which obligations
are set forth in [Schedules I and II to] Exhibit B attached hereto



and hereby made a part hereof, and such other obligations as may
be purchased in accordance with Section 8 hereof.

#Refunded Bonds” shall mean the Issuer’s outstanding
Water Revenue Bonds dated June 15, 1981.

"Resolution” shall mean Resolution No. 89-84 adopted by
the Issuer on April 25, 1989, as amended and supplemented from
time to time, authorizing issuance of the Series 1989 Bonds and
the execution and delivery of this Agreement, a copy of which is
attached hereto as Exhibit C and incorporated herein by this re-
ference.

Section 2. Recitals.

(a) The Issuer adopted the Resolution for the purpose
of authorizing the issuance of the Series 1989 Bonds for the pur-
pose of financing a part of the cost of refunding the Refunded
Bonds and acquiring and constructing the Initial Project.

(b) The Resolution authorized the Issuer to enter into
this Agreement for the purposes expressed therein and herein, and
all acts and things have been done and performed to make this
Agreement valid and binding for the security of the Refunded Bonds.

(c) The Escrow Holder has the powers and authority of a
trust company under the laws of the United States of America and,
accordingly, the power to execute the trust hereby created.

Section 3. Deposit of Funds. There is hereby created
and established with the Escrow Holder a special account to be
known as the ”Escrow Account.” Simultaneously with the execution
and delivery of this Agreement, the Issuer has deposited with the
Escrow Holder, for deposit by the Escrow Holder to the Escrow
Account, a portion of the proceeds of the Series 1989 Bonds in
the sum of $ and $ heretofore held by the
Issuer for the payment of the principal of and interest on the
Refunded Bonds, which when invested to the extent required to
purchase the Federal Securities, the uninvested portion of such
funds and the principal amount of such Federal Securities and the
interest to become due thereon equals or exceeds the Escrow Re-
quirement as of the date of the delivery of this Agreement. Such
Federal Securities shall mature and such interest shall be paya-
ble on or before the funds represented thereby shall be required
for timely payment of the principal of and interest on the Re-
funded Bonds as the same shall mature and become payable in ac-
cordance with their terms.

The Escrow Holder shall hold the Escrow Account as a
separate trust account wholly segregated from all other funds



held by the Escrow Holder in any capacity and shall make disburse-
ments from the Escrow Account only in accordance with the provi-
sions of this Agreement. The Federal Securities described in
Exhibit B shall not be sold or otherwise disposed of or reinvested
except as provided in Section 8 hereof. All moneys and Federal
Securities held at any time by the Escrow Holder pursuant to any
provision of this Agreement are hereby irrevocably pledged by the
Issuer to the payment of the principal of and interest on the Re-
funded Bonds, subject to the provisions of Section 5(a) hereof
relating to the release of moneys in the Escrow Account in excess
of the Escrow Requirement. The owners of the Refunded Bonds are
hereby granted a first and prior lien on the principal of and
interest on such Federal Securities until the same shall be used
and applied in accordance with the provisions of this Agreement.

Section 4. Use and Investment of Funds. The Escrow
Holder acknowledges receipt of the cash described in Section 3 of
this Agreement and agrees:

(a) to hold the same in irrevocable escrow during the
term of this Agreement.

(b) to apply such cash and the proceeds of such Federal
Securities in the manner provided in this Agreement, and only in
such manner.

(c) to invest immediately $ thereof by purchas-

ing the Federal Securities described in [Schedule I to] Exhibit B
attached hereto [, and to reinvest on 1 of each year com-
mencing 1, 19 , and continuing through and including

1, 20, the respective amount listed next to the appli-
cable date under the column captioned ”"Escrow Reinvestments” in
Schedule II to Exhibit B attached hereto by purchasing zero-yield
U.S. Treasury Certificates of Indebtedness—-State and Local Gov-
ernment Series maturing on the next succeeding 1].

(d) to deposit in the Escrow Account, as received, the
principal of all of such Federal Securities described in Exhibit
B attached hereto and any other Federal Securities acquired here-
under which shall mature during the term of this Agreement, all
interest which shall be derived during the term of this Agreement
from such Federal Securities described in Exhibit B attached
hereto and any other Federal Securities acquired hereunder, and
the proceeds of any sale, transfer, redemption or other disposi-
tion of such Federal Securities described in Exhibit B attached
hereto and any other Federal Securities acquired hereunder.

All moneys held by the Escrow Holder pursuant to any
provision of this Agreement, on deposit in the Escrow Account or
otherwise, shall at all times be continually secured in the man-
ner provided by Florida law for the securing of municipal funds.



Section 5. Payment of the Refunded Bonds and Expenses.
The owners of the Refunded Bonds shall have a first and prior
lien on the principal of and interest on the Federal Securities
and all moneys held by the Escrow Holder in the Escrow Account,
until all such moneys shall be used and applied by the Escrow
Holder as follows:

(a) Refunded Bonds. On each date which shall be an
interest payment date for any of the Refunded Bonds, the Escrow
Holder shall pay to the Clerk, as the paying agent for the Refunded
Bonds, or such other paying agent as the Issuer shall hereafter
appoint, from the moneys on deposit in the Escrow Account, a sum
sufficient to pay that portion of Annual Debt Service due on such
date, as shown in Exhibit A attached hereto. After making such
payments from the Escrow Account, the Escrow Holder shall notify
the Issuer of any moneys remaining in said account in excess of
the Escrow Requirement, and, upon the written request of the
Issuer, signed by the Chairman, pay to the Issuer such excess
moneys remaining in said account, for the Issuer to use for any
lawful purpose, provided that, prior to any such payment, the
Escrow Holder shall have also received a verification report
prepared by a nationally recognized firm of independent certified
public accountants verifying the Escrow Requirement and that such
moneys to be paid to the Issuer are in excess of the Escrow Require-
ment.

(b) Fees, Expenses and Indemnity.

(i) In consideration of the services rendered by the
Escrow Holder under this Agreement, the Issuer upon
the execution hereof has paid to the Escrow Holder
a fee of $1,000 for all services and ordinary ex-
penses to be incurred as Escrow Holder in connec-
tion with such services. The term “ordinary ex-
penses” means expenses of holding, investing and
disbursing the Escrow Account as provided herein.

(ii) The Issuer shall also reimburse the Escrow Holder
for any extraordinary expenses incurred by it in
connection herewith. The term ”extraordinary ex-
penses” includes (a) expenses arising out of the
assertion of any third party to any interest in the
Escrow Account or any challenge to the validity
hereof, including reasonable attorneys’ fees, (b)
expenses relating to any substitution under Section
8 hereof, and (c¢) expenses (other than ordinary ex-
penses) not occasioned by the Escrow Holder’s mis-
conduct or negligence.



(iii) The fees and expenses payable by the Issuer under
this section shall not be paid from the Escrow Ac-
count, but shall be paid by the Issuer as an Oper-
ating Expense of the System. The Escrow Holder
shall have no lien for the payment of its fees or
expenses or otherwise for its benefit on the Escrow
Account and hereby waives any rights of set off
against the Escrow Account which it may lawfully
have or acquire.

Section 6. Notice of Advance Refunding. Promptly after
the issuance of the Series 1989 Bonds, the Escrow Holder shall
give or cause to be given notice of the advance refunding of the
Refunded Bonds, which notice shall be substantially in the form
of the Notice of Advance Refunding attached hereto as Exhibit D.
Such notice shall be sent by certified mail or overnight delivery
service to General Electric Capital Corporation, as owner of the
Refunded Bonds, at 3535 Briarpark Drive, No. 155 Houston, Texas
77242, Attention: Kevin A. Chandler, Customer Relations Manager.

Section 7. No Redemption or Acceleration of Maturity. .
The Issuer will not accelerate the maturity of, or exercise any
option to redeem before maturity, any Refunded Bonds.

Section 8. Reinvestment. Except as provided in
Section 4 of this Agreement and in this Section, the Escrow Holder
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 for any Federal Securities held hereunder.

At the written request of the Issuer and upon compliance
with the conditions stated in this Section, the Escrow Holder
shall sell, transfer, or otherwise dispose of or request the
redemption of any of the Federal Securities acquired hereunder
and shall purchase either Refunded Bonds (which shall be im-
mediately cancelled by the paying agent for the Refunded Bonds)
or other Federal Securities to be substituted for such Federal
Securities disposed of or redeemed.

The Issuer will not request the Escrow Holder to exer-
cise any of the powers described in the preceding sentence in any
manner which will cause the Series 1989 Bonds to be "arbitrage
bonds” within the meaning of Secticn 148 of the Internal Revenue
code of 1986, as amended, and the applicable regulations proposed
or promulgated thereunder.

The Escrow Holder may, at the written direction of the
Issuer, substitute other noncallable Federal Securities (”Substi-
tute Federal Securities”) in lieu of the Federal Securities then



on deposit in the Escrow Account provided that, prior to any such
substitution, the Escrow Holder and the Issuer shall have re-
ceived:

(a) New debt service and cash flow schedules showing
(1) the dates and amounts of all principal and in-
terest payments thereafter to become due on the
Refunded Bonds, (ii) the cash and Federal Securities
to be on deposit in the Escrow Account upon making
such substitution, (iii) the dates and amounts of
maturing principal and interest to be received by
the Escrow Holder from such Federal Securities, and
(iv) that the cash on hand in the Escrow Account
plus cash to be derived from the maturing principal
and interest of such Federal Securities shall be
sufficient to pay when due all remaining debt service
payments on the Refunded Bonds (the most recent
debt service and cash flow schedules shall be con-
sidered to be the applicable ”“Debt Service and Cash
Flow Schedules”).

(b) A new verification report prepared by a nationally
recognized firm of independent certified public
accountants verifying the accuracy of the new Debt
Service and Cash Flow Schedules (the most recent
verification report shall be considered to be the
applicable ”Verification Report” for purposes
hereof); and

(c) An opinion of nationally recognized bond counsel
that such substitution is permissible hereunder,
that (based on said new Debt Service and Cash Flow
Schedules and new Verification Report as to suffi-
ciency) the substitution will not adversely affect
the defeasance of the Refunded Bonds.

Section 9. Indemnity. Whether or not any action or
transaction authorized or contemplated hereby shall be undertaken
or consummated, the Issuer hereby agrees to the extent allowed by
Florida law to indemnify, protect, save and keep harmless the
Escrow Holder and its respective successors, agents and servants,
from and against any and all liabilities, obligations, losses,
damages, penalties, claims, actions, suits, costs, expenses and
disbursements (including reasonable legal fees and attorneys’
disbursements and expenses) of whatsoever kind and nature which
may be imposed on, incurred by or asserted against the Escrow
Holder at any time, whether or not the same may be indemnified
against by the Issuer or any other Person under any other agreement
or instrument, by reason of or arising out of the execution and
delivery of this Agreement, the establishment of the Escrow Ac-
count, the acceptance by the Escrow Holder of the funds herein
described, the purchase, retention or disposition of the Federal
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Securities or the proceeds thereof, or any payment, transfer or
other application of funds or securities by the Escrow Holder in
accordance with the provisions of this Agreement: provided, how-
ever, that the Issuer shall not be required te indemnify the Escrow
Holder for any expense, loss, costs, disbursements, damages or
liability resulting from its own negligence or misconduct. The
indemnities contained in this Section shall survive the termination
of this Agreement.

Nothing in this Section contained shall give rise to any
liability on the part of the Issuer in favor of any Person other
than the Escrow Holder.

Section 10. Responsibilities of Escrow Holder. The Es-
crow Holder and its respective successors, agents and servants
shall not be held to any personal liability whatsoever, in tort,
contract or otherwise, by reason of the establishment of the Escrow
Account, the acceptance and disposition of the various moneys anad
funds described herein, the purchase, retention or disposition of
the Federal Securities or the proceeds thereof, or any payment,
transfer or other application of funds or securities by the Escrow
Holder in accordance with the provisions of this Agreement or by
reason of any non-negligent act, omission or error of the Escrow
Holder made in good faith in the conduct of its duties. The Escrow
Holder shall, however, be liable to the Issuer and to holders of
the Refunded Bonds to the extent of their respective damages for
negligent or willful acts, omissions or errors of the Escrow Holder
which violate or fail to comply with the terms of this Agreement.
The duties and obligations of the Escrow Holder shall be determined
by the express provisions of this Agreement. The Escrow Holder
may consult with counsel, who may or may not be counsel to the
Issuer, and be entitled to receive from the Issuer reimbursement
of the reasonable fees and expenses of such counsel, and in
reliance upon the opinion of such counsel have full and complete
authorization and protection in respect of any action taken, suf-
fered or omitted by it in good faith in accordance therewith.
Wwhenever the Escrow Holder 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.

Section 11. Resignation of Escrow Holder. The Escrow
Holder may resign and thereby become discharged from the duties
and obligations hereby created, by notice in writing given to the
Issuer and published once in a newspaper of general circulation
published in the territorial limits of the Issuer, and in a daily
newspaper of general circulation or a financial journal published
in the Borough of Manhattan, City and State of New York, not less
than sixty (60) days before such resignation shall take effect.




Such resignation shall take effect immediately upon the appoint-
ment of a new Escrow Holder hereunder, 1if such new Escrow Holder
shall be appointed before the time limited by such notice and
shall then accept the duties and obligations of the Escrow Holder
hereunder.

Section 12. Removal of Escrow Helder.

(a) The Escrow Holder may be removed at any time by an
instrument or concurrent instruments in writing, executed by the
owners of not less than fifty-one per centum (51%) in aggregate
principal amount of the Refunded Bonds then outstanding, such
instrument or instruments to be filed with the Issuer, and notice
published once in a newspaper of general circulation published in
the territorial limits of the Issuer, and in a daily financial
journal published in the Borough of Manhattan, City and State of
New York, not less than sixty (60) days before such removal is to
take effect as stated in said instrument or instruments. A photo-
graphic copy of any instrument filed with the Issuer under the
provisions of this paragraph shall be delivered by the Issuer to
the Escrow Holder.

(b) The Escrow Holder may also be removed at any time
by any court of competent jurisdiction upon the application of
the Issuer or the owners of not less than five per centum (5%) in
aggregate principal amount of the Refunded Bonds then outstanding
for any breach of trust or for acting or proceeding in violation
of, or for failing to act or proceed in accordance with, any pro-
vision of this Agreement with respect to the duties or obliga-
tions of the Escrow Holder.

Section 13. Successor Escrow Holder.

(a) If at any time hereafter the Escrow Holder 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 Holder shall
thereupon become vacant. If the position of Escrow Holder shall
become vacant for any of the foregoing reasons or for any other
reason, the Issuer shall appoint a successor EscCrow Heolder to
£ill such vacancy. The Issuer shall publish notice of any such
appointment once in each week for four (4) successive weeks in a
newspaper of general circulation published in the territorial
1imits of the Issuer and in a daily financial journal published
in the Borough of Manhattan, City and State of New York.

(b) At any time within one year after such vacancy
shall have occurred, the owners of not less than fifty-one per
centum (51%) in aggregate principal amount of Refunded Bonds then
outstanding, by an instrument or concurrent instruments in writ-
ing, executed by such owners and filed with the Governing Body of
the Issuer, may appoint a successor Escrow Holder, which shall
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supersede any successor Escrow Holder theretofore appointed by
the Issuer. Photographic copies of each such instrument shall be
promptly delivered by the Issuer to the predecessor Escrow Holder
to the Escrow Holder so appointed by such owners.

(c) If no appointment of a successor Escrow Holder shall
be made pursuant to the foregoing provisions of this Section, the
owner of any Refunded Bonds then outstanding, or the retir-
ing Escrow Holder may apply to any court of competent Jjurisdiction
to appoint a successor Escrow Holder. Such court may thereupon,
after such notice, if any, as such court may deem proper and pre-
scribe, appoint a successor Escrow Holder.

(d) Every successor Escrow Holder appointed hereunder
shall execute, acknowledge and deliver to its predecessor and
also to the Issuer an instrument in writing accepting such appoint-
ment hereunder, and thereupon such successor Escrow Holder, without
any further act, shall become full vested with all of the duties
and obligations of its predecessor under this Agreement.

Section 14. Predecessor Escrow Holder. Every predecessor
Escrow Holder shall deliver to its successor and also to the Issuer
an accounting of all moneys and securities held by it under this
Agreement, and shall deliver to its successor all such moneys and
securities held by it as Escrow Holder hereunder.

Section 15. Term. This Agreement shall commence upon
its execution and delivery and shall terminate when the Refunded
Bonds and the interest thereon shall have been paid and discharged
in accordance with the proceedings authorizing the Refunded Bonds
and all excess moneys have been paid to the Issuer.

Section 16. Severability. If any of the covenants,
agreements or provisions of this Agreement on the part of the
Issuer or the Escrow Holder to be performed should be determined
by a court of competent jurisdiction to be contrary to law, such
covenant, agreement or provision shall be null and void, shall be
deemed separable from the remaining covenants, agreements and
provisions of this Agreement and shall in no way affect the valid-
ity of the remaining covenants, agreements or provisions of this
Agreement.

Section 17. Counterparts. This Agreement may be exe-
cuted in several counterparts, all or any of which shall be
regarded for all purposes as the original and shall constitute
and be but one and the same instrument.

Section 18. Governing Law. This Agreement shall be
construed under the laws of the State of Florida.




IN WITNESS WHEREOF, the parties hereto have caused this
Agreement to be executed by their duly authorized cfficers and
their seals to be hereunto affixed and attested, all as of the

twenty-fourth day of Augqust,

(SEAL)

ATTEST:

Clerk of its Board of
County Commissioners

(SEAL)

ATTEST:

Title:

SJ26EDAL

1989.

ST. JOHNS COUNTY, FLORIDA

By
Chairman of its Board of
County Commissioners

FIRST FLORIDA BANK, N.A.,
as Escrow Holder

By
Title:




EXHIBIT A

ANNUAL DEBT SERVICE AND AGGREGATE
DEBT SERVICE FOR REFUNDED BONDS



EXHIBIT B

LIST OF FEDERAL SECURITIES



EXHIBIT C

RESCLUTION AUTHORIZING SERIES 1989 BONDS



EXHIBIT D

NOTICE OF ADVANCE REFUNDING

OF ST. JOHNS COUNTY, FLORIDA,

WATER REVENUE BONDS, DATED
JUNE 15, 1981

Notice is hereby given for and on behalf of St. Johns
County, Florida (the ”“County”), that the St. Johns County, Florida,
Water Revenue Bonds, dated June 15, 1981 (the “Bonds”), have been
advanced refunded by depositing in irrevocable escrow cash and
obligations of the United States of America sufficient to pay the
principal of and interest on the Bonds as the same shall mature
and become due and payable to their final maturity.

The County will not accelerate the maturity of, or
exercise any option to redeem before maturity, any Bonds.

DATED this twenty-fourth day of August, 1989.

S5T. JOHNS COUNTY, FLORIDA

By
Chairman of its Board of
County Commissioners






