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RESOLUTION NO. 99- 7 A

RESOLUTION SUPPLEMENTING RESOLUTION NO. 89-84
ADOPTED BY THE BOARD OF COUNTY COMMISSIONERS
OF ST. JOHNS COUNTY, FLORIDA, ON 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
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 QUTSTANDING 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,” AS
HERETOFORE AMENDED AND SUPPLEMENTED; FOR THE
PURPOSE OF AUTHORIZING THE ISSUANCE BY THE
COUNTY OF NOT EXCEEDING $11,500,000 PRINCIPAL
AMOUNT OF WATER AND SEWER REVENUE REFUNDING
BONDS, SERIES 1999A, AND NOT EXCEEDING $7,600,000
PRINCIPAL. AMOUNT OF TAXABLE WATER AND SEWER
REVENUE  REFUNDING BONDS, SERIES 1999B, TO
FINANCE THE COST OF REFUNDING A PORTION OF THE



COUNTY’S OUTSTANDING WATER AND SEWER
REVENUE BONDS, SERIES 1990B-I AND SERIES 1990B-II,
THE COST OF RESERVE ACCOUNT INSURANCE POLICIES
RELATING TO SAID SERIES 1999 BONDS AND THE COSTS
OF ISSUANCE OF SAID SERIES 1999 BONDS; PLEDGING TO
SECURE PAYMENT OF THE PRINCIPAL OF AND INTEREST
ON SAID SERIES 1999 BONDS SAID PLEDGED FUNDS;
PROVIDING FOR THE RIGHTS OF THE HOLDERS OF SAID
SERIES 1999 BONDS; MAKING CERTAIN COVENANTS
AND AGREEMENTS WITH THE HOLDERS OF SAID SERIES
1999 BONDS; RATIFYING THE COUNTY’S ACCEPTANCE
OF THE INSURER’S COMMITMENTS RELATING TO A
BOND INSURANCE POLICY AND RESERVE ACCOUNT
INSURANCE POLICIES WITH RESPECT TO SAID SERIES
1999 BONDS; AUTHORIZING A NEGOTIATED SALE AND
AWARD OF THE SALE OF SAID SERIES 1999 BONDS,
APPROVING THE CONDITIONS AND CRITERIA FOR SUCH
SALE AND AUTHORIZING THE EXECUTION AND
DELIVERY OF A PURCHASE CONTRACT WITH RESPECT
TO SAID SERIES 1999 BONDS; APPROVING A
PRELIMINARY OFFICIAL STATEMENT WITH RESPECT TO
SAID SERIES 1999 BONDS AND AUTHORIZING A FINAL
OFFICIAL STATEMENT WITH RESPECT THERETO;
APPOINTING THE REGISTRAR AND PAYING AGENT FOR
SAID SERIES 1999 BONDS; AUTHORIZING THE
REFUNDING OF A PORTION OF THE COUNTY’S
OUTSTANDING WATER AND SEWER REVENUE BONDS,
SERIES 1990B-I AND SERIES 1990B-II; 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.
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BE IT RESOLVED BY THE BOARD OF COUNTY COMMISSIONERS OF ST.
JOHNS COUNTY, FLORIDA:

ARTICLE 1

GENERAL

SECTION 1.1 Definitions. When used in this Resolution, the terms defined in the
Original Instrument (as hereinafter defined) shall have the respective meanings assigned thereto
by the Original Instrument and the following terms shall have the following meanings, unless the
context clearly otherwise requires:

“Bond Counsel” shall mean Foley & Lardner, Jacksonville, Florida, bond counsel to the
Issuer with respect to the issuance of the Series 1999 Bonds.

“Draft Preliminary Official Statement” shall mean the draft preliminary official statement
relating to the Series 1999 Bonds, substantially in the form attached hereto as Exhibit A.

“Escrow Account” shall mean the Escrow Account held for the benefit of the holders of
the Refunded Obligations by the Escrow Holder under the Escrow Deposit Agreement.

“Escrow Deposit Agreement” shall mean the Escrow Deposit Agreement to be executed
and delivered between the Issuer and the Escrow Holder, substantially in the form attached hereto
as Exhibit E.

“Escrow Holder” shall mean the Escrow Holder appointed pursuant to Section 4.7 of this.
Resolution. '

“Escrow Requirement” shall have the meaning assigned to such term in the Escrow
Deposit Agreement.

“Financial Advisor” shall mean Public Financial Management, Inc.

“Insurer” shall mean, with respect to the Series 1999 Bonds, Financial Guaranty
Insurance Company, a New York stock Insurance company, Or any successor thereto.

“Original Instrument” shall mean St. Johns County Resolution No. 89-84 adopted by the
Goveming Body on April 25, 1989, the title of which is quoted in the title of this Resolution, as
amended by St. Johns County Resolution No. 89-189 adopted by the Governing Body on August
9, 1989, St. Johns County Resolution No. 90-61 adopted by the Governing Body on March 27,
1990, St. Johns County Resolution No. 90-208 adopted by the Governing Body on November 14,
1990, St. Johns County Resolution No. 91-113 adopted by the Governing Body on July 23, 1991,
and St. Johns County Resolution No. 95-87 adopted by the Governing Body on May 9, 1995.



004.134289.3

“Parity Obligations” shall mean the Series 1989 Bonds, the portion of the Series 1990B-1
Bonds remaining Outstanding after the refunding of the Refunded Obligations, the portion of the
Series 1990B-II Bonds remaining Outstanding after the refunding of the Refunded Obligations,
the Series 1991A Bonds, the Series 1996 Bonds and the Series 1998 Bonds.

“Purchase Contract” shall mean the Bond Purchase Agreement to be executed between
the Issuer and the Purchaser, substantially in the form attached hereto as Exhibit B.

“Purchaser” shall mean William R. Hough & Co., the purchaser of the Series 1999
Bonds.

“Refunded Obligations” shall mean the Series 1990B-I Bonds maturing June 1, 2002
through June 1, 2011, and the Series 1990B-1I Bonds maturing June 1, 2002 through June 1,
2011.

“Reserve Account Insurance Policy Agreements” shall mean the Debt Service Reserve
Fund Policy Agreements attached to the commitments of the Insurer relating to the Reserve
Account Insurance Policies.

“Resolution” and “this Resolution” shall mean this instrument, as the same may from
time to time be amended, modified or supplemented.

“Series 1989 Bonds” shall mean the Issuer’s outstanding Water and Sewer Revenue
Bonds, Series 1989, authorized to be issued pursuant to the Original Instrument.

“Series 1990B-I Bonds” shall mean the Issuer’s outstanding Water and Sewer Revenue
Bonds, Series 1990B-I, authorized to be issued pursuant to the Original Instrument. '

“Series 1990B-II Bonds” shall mean the Issuer’s outstanding Water and Sewer Revenue
Bonds, Series 1990B-II, authorized to be issued pursuant to the Original Instrument.

“Series 1991 A Bonds” shall mean the Issuer’s outstanding Water and Sewer Revenue
Bonds, Series 1991A, authorized to be issued pursuant to the Original Instrument.

“Series 1996 Bonds” shall mean the Issuer’s outstanding Water and Sewer Revenue and
Refunding Bonds, Series 1996, authorized to be issued pursuant to the Original Instrument.

“Series 1998 Bonds” shall mean the Issuer’s outstanding Water and Sewer Revenue
Refunding Bonds, Series 1998, authorized to be issued pursuant to the Original Instrument.

“Qaries 1999 Bonds” shall mean the Series 1999A Bonds and the Series 1999B Bonds.

“Series 1999A Bonds” shall mean the Water and Sewer Revenue Refunding Bonds,
Series 1999A, authorized to be issued by the Issuer pursuant to Section 2.1 hereof.
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“Series 1999B Bonds” shall mean the Taxable Water and Sewer Revenue Refunding
Bonds, Series 19998, authorized to be issued by the Issuer pursuant to Section 2.1 hereof.

“Subordinated Indebtedness™ shall mean the Issuer’s outstanding loan (the “State Loan™)
under that certain State Revolving Fund Loan Agreement dated June 27, 1994, as amended and
restated on September 12, 1995 (the “State Loan Agreement”), between the Issuer and the State
of Florida Department of Environmental Protection (the “State Department”).

” »

The terms “herein,” “hereunder,” “hereby,” “hereto,” “hereof,” and any similar terms,
shall refer to this Resolution; 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 singular number include the plural number, and vice versa.

SECTION 1.2  Authority for Resolution. This Resolution is adopted pursuant to the
provisions of the Act and other applicable provisions of law.

SECTION 1.3  Resolution to Constitute Contract. In consideration of the purchase
and acceptance of any or all of the Series 1999 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 between the Issuer and the Holders from time to time of the Series 1999 Bonds and shall
be a part of the contract of the Issuer with any Credit Bank and any Insurer that pertains to the
Series 1999 Bonds. The pledge made in this Resolution and the provisions, covenants and
agreements herein set forth to be performed 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 Series 1999 Bonds and for the
benefit, protection and security of any Credit Bank and any Insurer insuring the Series 1999
Bonds. All of the Series 1999 Bonds, regardless of the time or times of their issuance or
maturity, shall be of equal rank without preference, priority or distinction of any of the Series
1999 Bonds over any other thereof except as expressly provided in or pursuant to this Resolution.

SECTION 1.4  Findings. Itis hereby ascertained, determined and declared as follows:

(A)  The Issuer presently owns and operates a water and sewer system for the
health, benefit and welfare of its citizen and inhabitants. In connection with the Series 1991A
Bonds, the Issuer has not herctofore levied any Assessments, on its own behalf or as the
governing body of a municipal service benefit unit, against the lots and parcels of real property
specially benefited by the capital project financed with the proceeds of the Series 1991A Bonds
as permitted under the Original Instrument. Accordingly, no Assessments are pledged to the
payment of the principal of and interest on the Parity Obligations.

(B)  The Issuer has heretofore issued and has presently outstanding and unpaid
the Refunded Obligations.

(C)  The Issuer deems it necessary, desirable and in the best financial interest
of the Issuer that the Refunded Obligations be refunded in order to effectuate interest cost
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savings and a reduction in the debt service applicable to bonded indebtedness issued to finance
the System and, accordingly, the issuance of the Series 1999 Bonds serves a public purpose.
Simultaneously with the issuance of the Series 1999 Bonds, a sufficient portion of the proceeds
of the Series 1999 Bonds and other funds available will be paid by the Issuer to the Escrow
Holder for deposit by the Escrow Holder into the Escrow Account established pursuant to the
Escrow Deposit Agreement, to effectuate the refunding and defeasance of the Refunded
Obligations by providing for the payment of the principal of, premium, if any, and interest on the
Refunded Obligations as provided in the Escrow Deposit Agreement.

(D)  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
Series 1999 Bonds. No part of the Pledged Funds shall be pledged or encumbered in any
manner, except that the Pledged Funds have been pledged as security for the Parity Obligations
and the Refunded Obligations, and except that the Pledged Funds have been pledged as security
for the Subordinated Indebtedness; and the Original Instrument, in Section 5.02 thereof, provides
for the issuance of Additional Bonds payable from the Pledged Funds on a parity with the Parity
Obligations under the terms, limitations and conditions provided therein. The Issuer will issue
the Series 1999 Bonds as Additional Bonds within the authorization contained in Section 5.02 of
the Original Instrument. The Series 1999 Bonds shall be payable on a parity and rank equally as
to lien on and source and security for payment from the Pledged Funds and in all other respects,
with the Parity Obligations. Prior to the issuance of the Series 1999 Bonds, the Issuer will
receive the written consent of the State Department in accordance with Section 7.02 of the State
Loan Agreement that the lien on the Pledged Funds in favor of the Series 1999 Bonds will be
superior to the lien thereon in favor of the State Loan.

(E) No Bondholder shall ever be entitled to compel the payment of the
principal of and interest on the Series 1999 Bonds or any other payments provided for in this
Resolution from any funds or revenues 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 to pay the
principal of or interest on the Series 1999 Bonds or to make any other payments provided for in
this Resolution, and the Series 1999 Bonds shall not constitute a lien upon the System or any
other property of the Issuer or any other property situated within its territorial limits, except the
Pledged Funds.

(F)  The Issuer has received from the Insurer its commitments to provide a
Bond Insurance Policy and Reserve Account Insurance Policies with respect to the Series 1999
Bonds, copies of which commitments are attached hereto as Exhibit C; pursuant to Section
4.06(A)(2)(d) of the Original Instrument, Financial Guaranty Insurance Company and MBIA
Insurance Corporation, the insurers of the Parity Obligations and the Refunded Obligations, have
approved in writing said Reserve Account Insurance Policies, copies of which approvals are
attached hereto as Exhibit D; on behalf of the ‘Issuer, Ben W. Adams, Jr, its County
Administrator, accepted the Insurer’s commitments; and it is in the best financial interest of the
Issuer that the Issuer ratify such acceptance of said commitments.
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(G) The Goveming Body is advised that due to the present volatility of the
market for tax-exempt and taxable public obligations such as the Series 1999 Bondes, it is in the
best interest of the Issuer to sell the Series 1999 Bonds by a negotiated sale, allowing the Issuer
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 1999 Bonds and, accordingly, the Governing Body does hereby find and determine
that it is in the best financial interest of the Issuer that a negotiated sale of the Series 1999 Bonds
be authorized. :

(H)  The Purchaser has verbally agreed with the Governing Body to use its
reasonable efforts to submit to the Issuer an offer to purchase the Series 1999 Bonds in the form
of the Purchase Contract upon terms acceptable to the Governing Body as hereinafter authorized,
and the Governing Body does hereby find and determine that it is in the best financial interest of
the Issuer to accept the offer of the Purchaser to purchase the Series 1999 Bonds at a negotiated
sale and to authorize the execution and delivery of the Purchase Contract in the manner and upon
the terms hereinafter provided; and upon the execution of the Purchase Contract by the Issuer and
the Purchaser, the Series 1999 Bonds shall be sold to the Purchaser pursuant to the terms and
provisions of the Purchase Contract.

@ The Issuer is advised that because the terms of the Series 1999 Bonds

cannot be determined on the date of adoption of this Resolution, it is in the best interest of the
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Issuer to delegate the authority to determine, in accordance with Sections 2.2 and 4.3 of this
Resolution, the terms of the Series 1999 Bonds, including their date, Amortization Installments,
maturity dates, interest rates and redemption provisions, to the Chairman or the County
Administrator in the manner hereinafter provided.

)] The terms of the Series 1999 Bonds hereinafter authorized are more
favorable to the Issuer than the terms of the Refunded Obligations and it is advantageous to the
Issuer to issue the Series 1999 Bonds in the manner and upon the terms hereinafter provided.

(K) It is appropriate that the Issuer approve and confirm the distribution of a
draft preliminary official statement for the purpose of acquainting potential investors with
pertinent information with respect to the Issuer and the Series 1999 Bonds and that the Issuer
authorize the distribution of a preliminary official statement and a final official statement prior to
or contemporaneously with the issuance and delivery of the Series 1999 Bonds. For this purpose,
it is appropriate that the distribution of the Draft Preliminary Official Statement be approved and
confirmed and that preparation and distribution of a preliminary official statement and a final
official statement be authorized in substantially the form of the Draft Preliminary Official
Statement, the final form thereof to be approved by the Chairman or Vice-Chairman at any time
at or prior to the issuance of the Series 1999 Bonds.

(L) It is necessary and appropriate that the Issuer appoint a registrar and a
paying agent for the Series 1999 Bonds, and the institution hereinafter named is acceptable to the



004.134289.3

Issuer; and it appears to the Governing Body that the same is qualified to serve as Registrar and
Paying Agent for the Series 1999 Bonds in accordance with the terms hereof.

(M) In order to carry out the refunding of the Refunded Obligations, 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.

(N) 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 is
acceptable to the Issuer; and it appears to the Governing Body 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 1.5  Authorization of Refunding. The refunding of the Refunded
Obligations in the manner herein provided is hereby authorized. Simultaneously with the
delivery of the Series 1999 Bonds to the Purchaser and receipt of the purchase price thereof, if
requested by Bond Counsel, the Issuer will enter into the Escrow Deposit Agreement with the
Escrow Holder. At the time the Escrow Deposit Agreement is executed, the Issuer will furnish to
the Escrow Holder appropriate documentation to demonstrate that the sum being deposited with
the Escrow Holder pursuant to this Resolution, together with other funds deposited into the
Escrow Account pursuant to the provisions of the Escrow Deposit Agreement, shall be equal to
the Escrow Requirement and that such moneys and the investments to be made pursuant to the
Escrow Deposit Agreement will be sufficient to produce the moneys required to make all
payments described in the Escrow Deposit Agreement for the full and complete refunding and
defeasance of the Refunded Obligations.

Effective upon and subject to the execution and delivery of the Escrow Deposit
Agreement and the issuance of the Series 1999 Bonds, the Issuer does hereby call all Refunded
Obligations maturing June 1, 2002 through June 1, 2011, for redemption on June 1, 1999, at a
redemption price of 101% (expressed as a percentage of the principal amount of the Refunded
Obligations to be redeemed) plus accrued interest to the redemption date. The Issuer does hereby
give irrevocable instructions to The Bank of New York, New York, New York, as Registrar for
such Refunded Obligations, to immediately give notice of such call for redemption in the manner
provided in the Original Instrument pursuant to which such Refunded Obligations were issued,
which notice shall explicitly state that the proposed redemption is conditioned on the issuance of
the Series 1999 Bonds and on there being on deposit in the Escrow Account on the redemption
date sufficient money to pay the full redemption price of the Refunded Obligations.

ARTICLE 2

AUTHORIZATION, TERMS, EXECUTION
AND REGISTRATION OF SERIES 1999 BONDS
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SECTION 2.1 Authorization of Series 1999 Bonds. The Issuer hereby authorizes
the issuance of Bonds of the Issuer to be designated as “St. Johns County, Florida, Water and
Sewer Revenue Refunding Bonds, Series 1999A,” in an aggregate principal amount not to
exceed $11,500,000 for the principal purpose of paying a part of the cost of refunding the
Refunded Obligations, the cost of a Reserve Account Insurance Policy relating to the Series
1999A Bonds and the costs of issuance incurred with respect to the Series 1999A Bonds. The
Issuer hereby authorizes the issuance of Bonds of the Issuer to be designated as “St. Johns
County, Florida, Taxable Water and Sewer Revenue Refunding Bonds, Series 1999B,” in an
aggregate principal amount not to exceed $7,600,000 for the principal purpose of paying a part of
the cost of refunding the Refunded Obligations, the cost of a Reserve Account Insurance Policy
relating to the Series 1999B Bonds and the costs of issuance incurred with respect to the Series
1999B Bonds.

SECTION 2.2 Description of Series 1999 Bonds. The Series 1999 Bonds shall be
issued as fully registered Bonds; and shall be numbered consecutively from one upward in order
of maturity preceded by the letter “R;” shall be in denominations of $5,000 and integral multiples
of $5,000; and shall bear interest at the rates, not exceeding the maximum rate permitted by law
(calculated on the basis of a 360-day year of twelve 30-day months), payable on June 1 and
December 1 in each year, commencing on such date, shall mature on June 1 in such years not
exceeding forty (40) years from their date, shall be dated such date, shall contain such
redemption provisions, and shall have such other terms as are provided herein and in the
Purchase Contract.

The principal of the Series 1999 Bonds or the Redemption Price, if applicable, of the
Series 1999 Bonds is payable upon presentation and surrender of the Series 1999 Bonds at the
office of the Paying Agent. Interest payable on any Series 1999 Bond on any Interest Date will
be paid by check or draft of the Paying Agent to the Holder in whose name such Bond shall be
registered at the close of business on the date which shall be the fifteenth day (whether or not a
business day) of the calendar month next preceding such Interest Date, or, unless otherwise
provided by Supplemental Resolution, at the option of the Paying Agent, and at the request and
expense of such Holder, by bank wire transfer for the account of such Holder. In the event the
interest payable on any Series 1999 Bond is not punctually paid or duly provided for by the Issuer
on such Interest Date, such defaulted interest will be paid to the Holder in whose name such
Bond shall be registered at the close of business on a special record date for the payment of such
defaulted interest as established by notice to such Holder, not less than ten (10) days preceding
such special record date. All payments of principal of or Redemption Price, if applicable, and
interest on the Series 1999 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.

From and after any maturity date of any of the Series 1999 Bonds, whether at fixed
maturity, or by redemption, or otherwise (deposit of moneys and/or Securities for the payment of
the principal and interest on such Series 1999 Bonds having been made by the Issuer with the
Paying Agent), notwithstanding that any of such Series 1999 Bonds shall not have been
surrendered for cancellation, no further interest shall accrue upon the principal or upon the
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interest which shall have accrued and shall then be due on such date, and such Series 1999 Bonds
shall cease to be entitled to any lien, benefit or security under this Resolution, and the Holders
shall have no rights in respect of such Series 1999 Bonds except to receive payment of such
principal and unpaid interest accrued to the maturity date.

Redemption of the Series 1999 Bonds shall be in accordance with and governed by the
provisions of Article III of the Original Instrument.

SECTION 2.3 Application of Series 1999 Bond Proceeds. The proceeds derived
from the sale of the Series 1999 Bonds, including accrued interest and premium, if any, shall,
simultaneously with the delivery of the Series 1999 Bonds to the Purchaser, be applied by the
Issuer as follows:

(A)  Accrued interest shall be deposited in the Interest Account.

(B)  An amount shall be deposited in the Reserve Account which, together with
any moneys and securities on deposit therein and any Reserve Account Insurance Policy and/or
Reserve Account Letter of Credit obtained in accordance with Section 4.06(A)(2)(d) of the
Original Instrument, shall equal the Reserve Account Requirement.

(C) A sum which, together with other funds deposited in the Escrow Account
pursuant to the provisions of the Escrow Deposit Agreement, shall equal the Escrow
Requirement, shall be deposited with the Escrow Holder under the Escrow Deposit Agreement
and applied only in the manner provided in the Escrow Deposit Agreement.

(D)  The Issuer covenants and agrees to establish a separate account with an
Authorized Depository to be known as the “St. Johns County Water and Sewer Revenue

-Refunding Bonds, Series 1999, Costs of Issuance Account,” which shall be used only for

004.134289.3

payment of the costs and expenses described in this subsection. The balance of the Series 1999
Bond proceeds shall be deposited in the Costs of Issuance Account. Such moneys shall be in an
amount sufficient to pay all costs and expenses in connection with the preparation, issuance and
sale of the Series 1999 Bonds, including fees of financial advisors, engineering and other
consulting fees, legal fees, bond insurance premiums, printing fees, rating agency fees and all
other similar costs shall be deposited to the credit of said account, and all such costs and
expenses shall be promptly paid by the Issuer from said account to the Persons respectively
entitled to receive the same. When all moneys on deposit to the credit of said account shall have
been disbursed by the Issuer for the payment of such costs and expenses, said account shall be
closed; provided, however, that if any balance shall remain in said account six months after
issuance of the Series 1999 Bonds, such moneys shall be transferred by the Issuer to the Interest
Account and the special account created pursuant to this subsection shall be closed.

SECTION 2.4 Execution_of Series 1999 Bonds. The Series 1999 Bonds shall be
executed in the name of the Issuer with the manual or facsimile signature of the Chairman or any
other member of the Governing Body whose signature shall have been filed with the Florida



004.134289.3

Department of State pursuant to Section 116.34, Florida Statutes, as amended, and the official
seal of the Issuer shall be imprinted thereon, attested and countersigned with the manual or
facsimile signature of the Clerk or a deputy clerk. In case any one or more of the officers who
shall have signed or sealed any of the Series 1999 Bonds or whose facsimile signature shall
appear thereon shall cease to be such officer of the Issuer before the Series 1999 Bonds so signed
and sealed have been actually sold and delivered such Series 1999 Bonds may nevertheless be
sold and delivered as herein provided and may be issued as if the person who signed or sealed
such Series 1999 Bonds had not ceased to hold such office. Any Series 1999 Bond may be
signed and sealed on behalf of the Issuer by such person who at the actual time of the execution
of such Series 1999 Bond shall hold the proper office of the Issuer, although at the date of such
Series 1999 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 signatures of any such persons who
shall have held such offices at any time after the date of the adoption of this Resolution,
notwithstanding that either or both shall have ceased to hold such office at the time the Series
1999 Bonds shall be actually sold and delivered.

SECTION 2.5 Authentication. No Series 1999 Bond shall be secured hereunder
or entitled to the benefit hereof or shall be valid or obligatory for any purpose unless there shall
be manually endorsed on such Series 1999 Bond a certificate of authentication by the Registrar or
such other entity as may be approved by the Issuer for such purpose. Such certificate on any
Series 1999 Bond shall be conclusive evidence that such Series 1999 Bond has been duly
authenticated and delivered under this Resolution. The form of such certificate shall be
substantially in the form provided in Section 2.9 hereof.

SECTION 2.6 Temporary Bonds. Until the definitive Series 1999 Bonds are
prepared, the Issuer may execute, in the same manner as is provided in Section 2.4 hereof, and
deliver, upon authentication by the Registrar pursuant to Section 2.5 hereof, in lieu of definitive
Series 1999 Bonds, but subject to the same provisions, limitations and conditions as the
definitive Series 1999 Bonds, except as to the denominations thereof, one or more temporary
Series 1999 Bonds substantially of the tenor of the definitive Series 1999 Bonds in lieu of which
such temporary Series 1999 Bond or Bonds are issued, in denominations approved by the officers
of the Issuer who shall execute such temporary Series 1999 Bond or Bonds, and with such
omissions, insertions and variations as may be appropriate to temporary Series 1999 Bonds. The
Issuer, at its own expense, shall prepare and execute definitive Series 1999 Bonds, which shall be
authenticated by the Registrar. Upon the surrender of such temporary Series 1999 Bonds for
exchange, the Registrar, without charge to the Holder thereof, shall deliver in exchange therefor
definitive Series 1999 Bonds, of the same aggregate principal amount and Series and maturity as
the temporary Series 1999 Bonds surrendered. Until so exchanged, the temporary Series 1999
Bonds shall in all respects be entitled to the same benefits and security as definitive Series 1999
Bonds issued pursuant to this Resolution. All temporary Series 1999 Bonds surrendered in
exchange for another temporary Series 1999 Bond or Bonds or for a definitive Series 1999 Bond
or Bonds shall be forthwith canceled by the Registrar.
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SECTION 2.7 Series 1999 Bonds Mutilated, Destroyed, Stolen or Lost. In case
any Series 1999 Bond shall become mutilated, or be destroyed, stolen or lost, the Issuer may, in
its discretion, issue and deliver, and the Registrar shall authenticate, a new Series 1999 Bond of
like tenor as the Series 1999 Bond so mutilated, destroyed, stolen or lost, in exchange and
substitution for such mutilated Series 1999 Bond upon surrender and cancellation of such
mutilated Series 1999 Bond or in lieu of and substitution for the Series 1999 Bond destroyed,
stolen or lost, and upon the Holder furnishing the Issuer and the Registrar proof of such Holder’s
ownership thereof and satisfactory indemnity and complying with such other reasonable
regulations and conditions as the Issuer or the Registrar may prescribe and paying such expenses
as the Issuer and the Registrar may incur. All Series 1999 Bonds so surrendered or otherwise
substituted shall be canceled by the Registrar. If any of the Series 1999 Bonds shall have
matured or be about to mature, instead of issuing a substitute Series 1999 Bond, the Issuer may
pay the same or cause the Series 1999 Bond to be paid, upon being indemnified as aforesaid, and
if such Series 1999 Bonds be lost, stolen or destroyed, without surrender thereof.

Any such duplicate Series 1999 Bonds issued pursuant to this Section 2.7 shall constitute
original, additional contractual obligations on the part of the Issuer whether or not the lost, stolen
or destroyed Series 1999 Bond be at any time found by anyone, and such duplicate Series 1999
Bond shall be entitled to equal and proportionate benefits and rights as to lien on the Pledged
Funds and the Assessments to the same extent as all other Series 1999 Bonds issued hereunder
and shall be entitled to the same benefits and security as the Series 1999 Bond so lost, stolen or
destroyed.

SECTION 2.8 Interchangeability, Negotiability and Transfer. Series 1999 Bonds,
upon surrender thereof at the office of the Registrar with a written instrument of transfer
satisfactory 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 for an equal
aggregate principal amount of registered Series 1999 Bonds of the same Series and maturity of
any other authorized denominations.

The Series 1999 Bonds shall be and have all the qualities 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 Series 1999 Bonds. So long as any of the Series
1999 Bonds shall remain QOutstanding, the Issuer shall maintain and keep, at the office of the
Registrar, books for the registration and transfer of the Series 1999 Bonds.

Each Series 1999 Bond shall be transferable only upon the books of the Issuer, at the
office of the Registrar, under such reasonable regulations as the Issuer may prescribe, by the
Holder thereof in person or by such Holder’s attomey duly authorized in writing upon surrender
thereof together with a written instrument of transfer satisfactory to the Registrar duly executed
and guaranteed by the Holder or such Holder’s duly authorized attorney. Upon the transfer of
any such Series 1999 Bond, the Issuer shall issue, and cause to be authenticated, in the name of
the transferee a new Series 1999 Bond or Bonds of the same aggregate principal amount and
Series and maturity as the surrendered Series 1999 Bond. The Issuer, the Registrar and any
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Paying Agent or fiduciary of the Issuer may deem and treat the Person in whose name any
Outstanding Series 1999 Bond shall be registered upon the books of the Issuer as the absolute
owner of such Series 1999 Bond, whether such Series 1999 Bond shall be overdue or not, for the
purpose of receiving payment of, or on account of, the principal or Redemption Price, if
applicable, and interest on such Series 1999 Bond and for all other purposes, and all such
payments so made to any such Holder or upon such Holder’s order shall be valid and effectual to
satisfy and discharge the liability upon such Series 1999 Bond to the extent of the sum or sums
so paid and neither the Issuer nor the Registrar nor any Paying Agent or other fiduciary of the
Issuer shall be affected by any notice to the contrary.

The Registrar, in the event it is not also the Paying Agent for the Series 1999 Bonds, shall
forthwith (a) following the fifteenth day of the calendar month next preceding an interest
payment date for the Series 1999 Bonds, (b) following the fifteenth day next preceding the date
of first mailing of notice of redemption of any Series 1999 Bonds, and (c) at any other time as
reasonably requested by the Paying Agent of the Series 1999 Bonds, certify and furnish to such
Paying Agent the names, addresses and holdings of Bondholders and any other relevant
information reflected in the registration books. Any Paying Agent of any fully registered Bond
shall effect payment of interest on such Series 1999 Bonds by mailing a check or draft to the
Holder entitled thereto or may, in lieu thereof, upon the request and at the expense of such
Holder, transmit such payment by bank wire transfer for the account of such Holder.

In all cases in which the privilege of exchanging Series 1999 Bonds or transferring Series
1999 Bonds is exercised, the Issuer shall execute and the Registrar shall authenticate and deliver
such Series 1999 Bonds in accordance with the provisions of this Resolution. Execution of
Series 1999 Bonds, by the officers of the Issuer described in Section 2.4 above, for purposes of
exchanging, replacing or transferring Series 1999 Bonds may occur at the time of the original
delivery of the Series 1999 Bonds. All Series 1999 Bonds surrendered in any such exchanges or
transfers shall be canceled by the Registrar. For every such exchange or transfer of Series 1999 -
Bonds, the Issuer or the Registrar may make a charge sufficient to reimburse it for any tax, fee,
expense or other governmental charge required to be paid with respect to such exchange or
transfer. The Issuer and the Registrar shall not be obligated to make any such exchange or
transfer of any Series 1999 Bonds which shall have been selected for redemption or of any Series
1999 Bonds during the fifteen (15) days next preceding an Interest Date on the Series 1999
Bonds or, in the case of any proposed redemption of Series 1999 Bonds, during the fifteen (15)
days next preceding the date of selection of Series 1999 Bonds to be redeemed.

The Issuer may elect to issue any Series 1999 Bonds as uncertificated registered public
obligations (not represented by instruments), commonly known as book-entry obligations,
provided it shall establish a system of registration therefor by resolution of the Governing Body.

SECTION 2.9 Form of Bonds. Except for Variable Rate Bonds, the form of
which shall be provided by supplemental resolution of the Governing Body, the Series 1999
Bonds shall be in substantially the following forms with such omissions, insertions and
variations as may be necessary and/or desirable and approved by the officers of the Issuer
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described in Section 2.4 above, prior to the issuance thereof (which necessity and/or desirability
and approval shall be evidenced conclusively by the Issuer’s delivery of the Series 1999 Bonds to

the Purchaser):
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No. R- 3
UNITED STATES OF AMERICA
STATE OF FLORIDA
ST. JOHNS COUNTY
[TAXABLE] WATER AND SEWER REVENUE REFUNDING BOND, SERIES 1999_

Interest Matunty Date of

Rate Date Original Issue CUSIP
% June 1,

Registered Holder:

Principal Amount:

KNOW ALL MEN 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 received, hereby promises to pay, solely from the sources of payment
hereinafter described, to the Registered Holder identified above, or registered assigns as
hereinafter provided, the Principal Amount identified above on the Maturity Date identified
above and interest (calculated on the basis of a 360-day year of twelve 30-day months) on such
Principal Amount from the Date of Original Issue identified above or from the most recent
interest payment date to which interest has been paid, at the Interest Rate per annum identified
above, on June 1 and December 1 of each year commencing 1, 1999, until such Principal
Amount shall have been paid or provided for, except as the provisions hereinafter set forth with
respect to redemption prior to maturity may be or become applicable hereto.

Such Principal Amount and interest and the premium, if any, on this bond are payable in
any coin or currency of the United States of America which, on the respective dates of payment
thereof, shall be legal tender for the payment of public and private debts. Such Principal Amount
and the premium, if any, on this bond, are payable, upon presentation and surrender hereof, at the
principal office of , . , as paying agent, or such other
paying agent as the Issuer shall hereafter duly appoint (the “Paying Agent”). Payment of each
installment of interest shall be made to the person in whose name this bond shall be registered on
the registration books of the Issuer maintained by , , , as
registrar, or such other registrar as the Issuer shall hereafter duly appoint (the “Registrar”), at the
close of business on the date which shall be the fifteenth day (whether or not a business day) of
the calendar month next preceding each interest payment date and shall be paid by a check or
draft of the Paying Agent mailed to such Registered Holder at the address appearing on such
registration books or, at the option of the Paying Agent, and at the request and expense of such
Registered Holder, by bank wire transfer for the account of such Holder. In the event interest
payable on this bond is not punctually paid or duly provided for by the Issuer on such interest
payment date, payment of each installment of such defaulted interest shall be made to the person
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in whose name this bond shall be registered at the close of business on a special 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 THE FURTHER PROVISIONS OF THIS BOND
SET FORTH ON THE REVERSE SIDE HEREOF AND SUCH FURTHER PROVISIONS
SHALL FOR ALL PURPOSES HAVE THE SAME EFFECT AS IF SET FORTH IN THIS

PLACE.

This bond shall not be valid or become obligatory for any purpose until the certificate of
authentication hereon shall have been manually signed by the Registrar.

IN WITNESS WHEREOF, St. Johns County, Florida, 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 Commissioners and attested and countersigned by the manual or facsimile signature of
the Clerk of said Board and its official seal or a facsimile thereof to be affixed or reproduced
hereon, all as of the day of , 1999,

ST. JOHNS COUNTY, FLORIDA

(SEAL) By:
Chairman of the Board of
County Commissioners

ATTESTED AND COUNTERSIGNED:

Clerk of the Board of
County Commissioners

14
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CERTIFICATE OF AUTHENTICATION
This bond is one of the Bonds of the issue described in the within-mentioned Resolution.

DATE OF AUTHENTICATION:

, Registrar

Authorized Signatory

(Provisions on Reverse Side of Bond)

This bond is one of an authorized issue of bonds of the Issuer of the series designated on

the face hereof issued in the aggregate principal amount of $ (the “Series 1999 _
Bonds™). Concurrently with the issuance of the Series 1999 Bonds, the Issuer has issued a
separate series of bonds in the aggregate principal amount of §$ (the “Series

1999 Bonds”). The Series 1999A Bonds the Series 1999B Bonds are parity bonds equally
secured by the security described below. The Series 1999A Bonds and the Series 1999B Bonds
are hereinafter collectively referred to as the “Bonds.” The Bonds are of like tenor and effect,
except as to series, tax status, maturity date, interest rate, denomination and number. The Bonds
are issuable in fully registered form in the denominations of $5,000 or any integral multiple
thereof.

The Bonds are issued to finance the cost of refunding certain outstanding obligations of
the Issuer, the cost of reserve account insurance policies relating to the Bonds and the costs of
issuance of the Bonds, under the authority of and in full compliance with the Constitution and
laws of the State of Florida, particularly Chapter 125, Part I, Florida Statutes, as amended, other
applicable provisions of law, St. Johns County Ordinance No. 86-89, as amended and
supplemented, and Resclution No. 89-84 duly adopted by the Board of County Commissioners of
the Issuer on April 25, 1989, as amended and supplemented, particularly as supplemented by
Resolution No. 99- _ adopted by said Board on , 1999 (the “Resolution™), and
are subject to all the terms and conditions of the Resolution. ~

The principal of and interest on this bond are payable solely from and secured by a prior
lien upon and a pledge of (1) the Net Revenues (as defined in the Resolution) of the 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 Resolution and (3) until
applied in accordance with the provisions of the Resolution, the proceeds of the Bonds, all
moneys and investments thereof in certain of the funds and accounts established pursuant to the
Resolution and the earnings on such investments (collectively, the “Pledged Funds™), all in the
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manner to the extent described in the Resolution. It is expressly agreed by the Registered Holder
of this bond that the full faith and credit of the Issuer is not pledged to the payment of the
principal of or premium, if any, or interest on this bond and that the Registered Holder shall
never have the right to require or compel the exercise of the ad valorem taxing power of the
Issuer to the payment of such principal, premium, if any, and interest. This bond and the
obligation evidenced hereby shall not constitute a lien upon the System or any other property of
the Issuer, except the Pledged Funds and shall be payable solely from the Pledged Funds in
accordance with the terms of the Resolution.

The Bonds are payable on a parity, equally and ratably, from the Pledged Funds with the
Issuer’s outstanding Water and Sewer Revenue Bonds, Series 1989, Water and Sewer Revenue
Bonds, Series 1990B-I and Series 1990B-II, Water and Sewer Revenue Bonds, Series 1991A,
Water and Sewer Revenue and Refunding Bonds, Series 1996, and Water and Sewer Revenue
Refunding Bonds, Series 1998.

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 or
accountability by reason of the issuance hereof.

The Bonds maturing prior to , shall not be subject to redemption
prior to maturity. The Bonds maturing on ~_, or thereafter may be redeemed prior to
maturity at the option of the Issuer, as a whole on , or on any date
thereafter, or in part, from such maturity or maturities as the Issuer shall designate and by lot
within a maturity, on , or on any interest payment date thereafter, at the
following redemption prices (expressed as a percentage of the principal amount of the Bonds to
be redeemed) plus accrued interest to the redemption date, if redeemed during the following

periods:
Redemption Period Redemption
(both dates inclusive) Price
through %
through
and thereafter
The Bonds maturing ~, are subject to mandatory redemption in part
prior to maturity by lot at a redemption price equal to the principal amount thereof, without
premium, plus accrued interest to the redemption date, beginning on , and
on each thereafter in the years and in the principal amounts corresponding to the

Amortization Installments (as defined in the Resolutidn) as follows:
Year : Amortization
Installments
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(maturity)

Notice of redemption, unless waived, is to be given by the Registrar by mailing an official
redemption notice by registered or certified mail at least 30 days and not more than 60 days prior
to the date fixed for redemption to the registered holders of the Bonds to be redeemed at such
holders’ addresses shown on the registration books maintained by the Registrar or at such other
addresses as shall be furnished in writing by such registered holders to the Registrar; provided,
however, that no defect in any such notice to any registered holder of Bonds to be redeemed nor
failure to give such notice to any such registered holder nor failure of any such registered holder
to receive such notice shall in any manner defeat the effectiveness of a call for redemption as to
all other registered holders of Bonds to be redeemed. Notice of redemption having been given as
aforesaid, the Bonds or portions of Bonds to be redeemed shall, on the redemption date, become
due and payable at the redemption 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.

This bond is transferable in accordance with the terms of the Resolution only upon the
books of the Issuer kept for that purpose at the office of the Registrar by the Registered Holder
hereof in person or by such Holder’s attorney duly authorized in writing, upon the surrender of
this bond together with a written instrument of transfer satisfactory to the Registrar duly executed
by the Registered Holder or such Holder’s attorney duly authorized in writing, and thereupon a
new bond or bonds in the 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 Resolution.
The Issuer, the Registrar and any Paying Agent may treat the Registered Holder of this bond as
the absolute owner hereof for all purposes, whether or pot this bond shall be overdue, and shall’
not be affected by any notice to the contrary. The Issuer and the Registrar shall not be obligated
to make any exchange or transfer of any Bonds which shall have been selected for redemption or
of any Bonds during the fifteen (15) days next preceding an interest payment date on the Bonds,
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.

It is hereby certified and recited that all acts, conditions and things required to exist, to
happen and to be performed precedent to and in connection with the issuance of this bond, exist,
have happened and have been performed, in regular and due form and time as required by the
Constitution and laws of the State of Florida applicable thereto, and that the issuance of the
Bonds does not violate any constitutional or statutory limitations or provisions.

This bond is and has all the qualities and incidents of a negotiable instrument under the
laws of the State of Florida. -‘
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LEGAL OPINION
[Insert appropriate approving 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 issue of which this bond is one. An executed copy of that opinion is on file in my office.

Clerk of the Board of County Commissioners

The following abbreviations, when used in the inscription 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 joint tenants with right of survivorship and not as
tenants in common
UNIF TRANS MIN ACT -
(Cust.)
Custodian for
under Uniform Transfer to Minors Act of
(State)

Additional abbreviations may also be used though not in list above.

18
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ASSIGNMENT

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

Insert Social Security or Other
Identifying Number of Assignee

(Names and 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 registration thereof with full power of substitution in the premises.

Dated:

Signature Guaranteed:

NOTICE: Signature(s) must be guaranteed NOTICE: The signature to this assignment

by an institution which is a participant in the ~must correspond with the name of the

Securities Transfer Agent Medallion Program Registered Holder as it appears upon the face

(STAMP) or similar program. of the within bond in every particular, without
alteration or enlargement or any change
whatever and the Social Security or other
identifying number of such assignee must be
supplied.

19
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ARTICLE 3

SECURITY, SPECIAL FUNDS AND
APPLICATION THEREOF

SECTION 3.1 Series 1999 Bonds not to be Indebtedness of Issuer. The Series
1999 Bonds shall not be or constitute general obligations or indebtedness of the Issuer as “bonds”
within the meaning of any constitutional or statutory provision, but shall be special obligations of
the Issuer, payable solely from and secured by a lien upon and pledge of the Pledged Funds in
accordance with the terms of this Resolution and the Original Instrument. No Holder of any
Series 1999 Bond or any Credit Bank or any Insurer shall ever have the right to compel the
exercise of the ad valorem taxing power of the Issuer to pay such Series 1999 Bond or be entitled
to payment of such Series 1999 Bond from any moneys of the Issuer except the Pledged Funds in
the manner provided herein and in the Original Instrument.

SECTION 3.2 Security for Series 1999 Bonds. The payment of the principal of or
Redemption Price, if applicable, and interest on the Series 1999 Bonds shall be secured forthwith
equally and ratably by a pledge of and prior 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
Series 1999 Bonds, without 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 kind against the Issuer, in tort, contract or otherwise. The Issuer does hereby irrevocably
pledge the Pledged Funds to the payment of the principal of or Redemption Price, if applicable,
and interest on the Series 1999 Bonds in the manner provided in this Resolution and the Original
Instrument. The Series 1999 Bonds are payable from the Pledged Funds on a parity, equally and
ratably, with the Parity Obligations.

SECTION 3.3 Additional Secunty. Anything herein to the contrary
notwithstanding, however, the Series 1999 Bonds will be payable from and secured by a Bond
Insurance Policy of the Insurer, and the Issuer may cause the Series 1999 Bonds to be payable
from and secured by a Credit Facility or any other insurance policy of an Insurer not applicable to
any one or more other Series of Bonds, as shall be provided by Supplemental Resolution of the
Goveming Body, in addition to the security of the Pledged Funds provided herein.

SECTION 3.4 Application of Provisions of Original Instrument. The Series 1999
Bonds shall for all purposes be considered to be Additional Bonds issued under the authority of
Section 5.02 of the Original Instrument and shall be entitled to all the protection and security
provided in and by the Original Instrument for the Parity Obligations, and the Series 1999 Bonds
shall be in all respects entitled to the same security, rights and privileges enjoyed by the Parity
Obligations. The covenants and pledges contained in Articles IV, V, VI and VII of the Original
Instrument and in Sections 8.01 and 8.02 of Article VIII thereof shall be applicable to the Series
1999 Bonds in like manner as applicable to the Parity Obligations. The principal of, Redemption
Price, if applicable, and interest on the Series 1999 Bonds shall be payable from the Debt Service
Fund established by the Original Instrument on a parity with the Parity Obligations, and deposits
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shall be made into the Debt Service Fund by the Issuer in amounts fully sufficient to pay the
principal of and interest on the Series 1999 Bonds and on the Parity Obligations as such principal
and interest become due. The Reserve Account established by the Original Instrument shall be
applicable pro rata to the Series 1999 Bonds in the same manner as applicable to the Parity

Obligations.
ARTICLE 4
MISCELLANEOUS
SECTION 4.1 Ratification of Acceptance of Insurance Commitments. The Issuer

hereby ratifies the acceptance of the Insurer’s commitments to provide a Bond Insurance Policy
and Reserve Account Insurance Policies with respect to the Series 1999 Bonds, copies of which
commitments are attached hereto as Exhibit C. The Insurer is hereby designated as the Insurer
for the Series 1999 Bonds; and as the Insurer for the Series 1999 Bonds, the Insurer shall have
the same rights to receive notices, grant consents and direct actions as the Insurers of the Parity
Obligations. The Reserve Account Insurance Policies issued by the Insurer shall be in the
amount specified in the Reserve Account Insurance Policies. Such amount, together with the
other amounts on deposit in or credited to the Reserve Account, shall equal not less than the
Reserve Account Requirement. Such amount may equal an amount which, together with the
other amounts on deposit in or credited to the Reserve Account, is greater than the Reserve
Account Requirement in order to comply with the terms of the Insurer’s commitments.

The Chairman or Vice Chairman and the Clerk or any deputy clerk are hereby authorized
to execute and deliver the Reserve Account Insurance Policy Agreements, with such omissions,
insertions and variations as may be necessary and/or desirable and approved by the Chairman or
Vice Chairman and the Clerk or any deputy clerk pror to the delivery thereof, such necessity
and/or desirability and approval by the Chairman or Vice Chairman and the Clerk or any deputy
clerk to be presumed by their execution and delivery thereof; and all of the provisions of the
Reserve Account Insurance Policy Agreements, when executed and delivered by the Issuer as
authorized herein, and by the Insurer, shall be deemed to be a part of this Resolution and the
Original Instrument as fully and to the same extent as if incorporated verbatim herein and therein.

SECTION 4.2 Insurer. Notwithstanding any provision to the contrary contained
herein, the following provisions shall apply so long as the Bond Insurance Policy (as hereinafter
defined) and the Reserve Account Insurance Policies with respect to the Series 1999 Bonds
(hereinafter, the “Bonds”) issued by the Insurer shall be in full force and effect:

(A) “Bond Insurance Policy” shall mean the municipal bond new issue
insurance policy issued by the Insurer that guarantees payment of principal of and interest on the
Bonds. '

(B) Notice of any redemption of Bonds shall either (i) explicitly state that the
proposed redemption is conditioned on there being on deposit in the applicable fund or account
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on the redemption date sufficient money to pay the full redemption price of the Bonds to be
redeemed, or (ii) be sent only if sufficient money to pay the full redemption price of the Bonds to
be redeemed is on deposit in the applicable fund or account.

(C) In determining whether a payment default has occurred or whether a
payment on the Bonds has been made under this Resolution, no effect shall be given to payments
made under the Bond Insurance Policy.

(D)  Any acceleration of the Bonds or any annulment thereof shall be subject to
the prior written consent of the Insurer (if it has not failed to comply with its payment obligations
under the Bond Insurance Policy).

(E)  The Insurer shall receive immediate notice of any payment default and
notice of any other default known to the Issuer within 30 days of the Issuer’s knowledge thereof.

(F)  For all purposes of the provisions of the Original Instrument governing
events of default and remedies, except the giving of notice of default to Bondholders, the Insurer
shall be deemed to be the sole holder of the Bonds it has insured for so long as it has not failed to

‘comply with its payment obligations under the Bond Insurance Policy.
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(G)  The Insurer shall be a party in interest hereunder and a party entitled to (i)
notify the Issuer or any applicable receiver of the occurrence of an event of default and (ii)
request any receiver to intervene in judicial proceedings that affect the Bonds or the security
therefor. The Issuer or any receiver is hereby required to accept notice of default from the

Insurer.

(H) The following provisions shall apply for payment pursuant to the Bond
Insurance Policy issued by the Insurer and the Issuer, the Registrar and the Paying Agent for the
Bonds shall comply with the following provisions:

(1) If, on the third day preceding any interest payment date for the
Bonds there is not on deposit with the Paying Agent sufficient moneys available
to pay all principal of and interest on the Bonds due on such date, the Paying
Agent shall immediately notify the Insurer and State Street Bank and Trust
Company, N.A., New York, New York or its successor as its Fiscal Agent (the
“Fiscal Agent”) of the amount of such deficiency. If, by said interest payment
date, the Issuer has not provided the amount of such deficiency, the Registrar shall
simultaneously make available to the Insurer and to the Fiscal Agent the
registration books for the Bonds. In addition:

(a)  The Paying Agent shall provide the Insurer with a list of the
Bondholders entitled to receive principal or interest payments from
the Insurer under the terms of the Bond Insurance Policy and shall
make arrangements for the Insurer and its Fiscal Agent (i) to mail
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checks or drafts to Bondholders entitled to receive full or partial
interest payments from the Insurer and (ii) to pay principal of the
Bonds surrendered to the Fiscal Agent by the Bondholders entitled
to receive full or partial principal payments from the Insurer; and

(b)  The Issuer shall, at the time the registration books are made
available to the Insurer pursuant to (a) above, notify Bondholders
entitled to receive the payment of principal of or interest on the
Bonds from the Insurer (i)as to the fact of such entitlement,
(i1) that the Insurer will remit to them all or part of the interest
payments coming due subject to the terms of the Bond Insurance
Policy, (iii) that, except as provided in paragraph (2) below, in the
event that any Bondholder is entitled to receive full payment of
principal from the Insurer, such Bondholder must tender such
Bondholder’s Bond with the instrument of transfer in the form
provided on the Bond executed in the name of the Insurer, and
(iv) that, except as provided in paragraph (2) below, in the event
that such Bondholder is entitled to receive partial payment of
principal from the Insurer, such Bondholder must tender such
Bondholder’s Bond for payment first to the Paying Agent, which
shall note on such Bond the portion of principal paid by the Paying
Agent, and then, with an acceptable form of assignment executed
in the name of the Insurer, to the Fiscal Agent, which will then pay
the unpaid portion of principal to the Bondholder subject to the
terms of the Bond Insurance Policy.

(2) In the event that the Issuer has notice that any payment of principal
of or interest on a Bond has been recovered from a Bondholder pursuant to the
United States Bankruptcy Code by a trustee in bankruptcy in accordance with the
final, nonappealable order pertaining to the Issuer of a court having competent
jurisdiction, the Issuer shall, at the time it provides notice to the Insurer, notify all
Bondholders that in the event that any Bondholder’s payment is so recovered,
such Bondholder will be entitled to payment from the Insurer to the extent of such
recovery, and the Issuer shall fumish to the Insurer its records evidencing the
payments of principal of and interest on the Bonds which have been made by the
Issuer and subsequently recovered from Bondholders, and the dates on which such
payments were made.

(3) The Insurer shall, to the extent it makes payment of principal of or
interest on the Bonds, become subrogated to the rights of the recipients of such
payments in accordance with the terms of the Bond Insurance Policy and, to
evidence such subrogation, (a) in the case of subrogation as to the claims for past
due interest, the Insurer’s rights as subrogee shall be noted on the registration
books for the Bonds upon receipt from the Insurer of proof of the payment of
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interest thereon to the Bondholders of such Bonds and (b) in the case of
subrogation as to claims for past due principal, the Insurer’s rights as subrogee
shall be noted on the registration books for the Bonds upon receipt of proof of the
payment of principal thereof to the Bondholders of such Bonds. Notwithstanding
anything in this Resolution or the Bonds to the contrary, the Paying Agent shall
make payment of such past due interest and past due principal directly to the
Insurer to the extent that the Insurer is a subrogee with respect thereto.

@ Any amendment or supplement to this Resolution shall be subject to the
prior written consent of the Insurer. Any rating agency rating the Bonds must receive notice of
each amendment and a copy thereof at least 15 days in advance of its execution or adoption. The
Insurer shall be provided with a full transcript of all proceedings relating to the execution of any
such amendment or supplement.

)] No Additional Bonds may be issued without the Insurer’s prior written
consent if any policy costs due to the Inmsurer under the Reserve Account Insurance Policy
Agreements are past due and owing to the Insurer. This Resolution shall not be discharged until
all such policy costs owing to the Insurer shall have been paid in full.

(K)  The Insurer shall be furnished with written notice of the resignation or
removal of the Paying Agent or Registrar and the appointment of any successor thereto and of the
issuance of any Additional Bonds.

(L)  Only cash, direct non-callable 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, to which direct obligation or guarantee the full faith and
credit of the United States of America has been pledged, Refcorp interest strips, CATS, TIGRS,
STRPS, or defeased municipal bonds rated AAA by Standard & Poor’s or Aaa by Moody’s
Investors Service (or any combination of the foregoing) shall be used to effect defeasance of the
Bonds unless the Insurer otherwise approves. In the event of an advance refunding, the Issuer
shall cause to be delivered a verification report of an independent nationally recognized certified
public accountant. If a forward supply contract is employed in connection with the refunding,
(i) such verification report shall expressly state that the adequacy of the escrow to accomplish the
refunding relies solely on the initial escrowed investments and the maturing principal thereof and
interest income thereon and does not assume performance under or compliance with the forward
supply contract, and (ii) the applicable escrow agreement shall provide that in the event of any
discrepancy or difference between the terms of the forward supply contract and the escrow
agreement (or the authorizing document, if no separate escrow agreement is utilized), the terms
of the escrow agreement or authorizing document, if applicable, shall be controlling.

(M) Variable Rate Bonds shall be issued under the Original Instrument by the
Issuer only upon the prior written consent of the Insurer.

(N)  The Insurer shall be provided with the following information:
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4)] Within 120 days after the end of each of the Issuer’s fiscal years,
the budget for the succeeding year, the annual audited financial statements, a
statement of the amount on deposit in the Reserve Account as of the last
valuation, and, if not presented in the audited financial statements, a statement of
the revenues pledged to payment of Bonds in each such fiscal year;

(2) The official statement or other disclosure document, if any,
prepared in connection with the issuance of additional debt payable from the
Pledged Funds, whether or not on parity with the Bonds within 30 days after the
sale thereof;

(3) Notice of any drawing upon or deficiency due to market fluctuation
in the amount, if any, on deposit, in the Reserve Account;

4) Notice of the redemption, other than mandatory . sinking fund
redemption, of any of the Bonds, or of any advance refunding of the Bonds,
including the principal amount, maturities and CUSIP numbers thereof;

(5) Simultaneously with the delivery of the annual audited financial
statements, a statement of:

(a) The number of System users as of the end of the fiscal year;

(b)  Notification of the withdrawal of any System user comprising 5%
or more of System sales measured in terms of revenue dollars since
the last reporting date;

(c) Any significant plant retirements or expansions planned or
undertaken since the last reporting date;

(d)  Maximum and average daily usage for the fiscal year;

(e) Updated capital plans for expansion and improvement projects;
and

§3) Results of annual engineering inspections, if any, occurring at the
end of the fiscal year.

(6) Such additional information as the Insurer may reasonably request
from time to time.

(0)  The notice address for the Insuter and the Fiscal Agent shall be as follows:

Financial Guaranty Insurance Company, 115 Broadway, New York, New York 10006,
Attention: Risk Management; and State Street Bank and Trust Company, N.A., 61 Broadway,
New York, New York 10006, Attention: Corporate Trust Department.
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SECTION 4.3 Sale of the Series 1999 Bonds; Authorization of Execution of
Purchase Contract. A negotiated sale of the Series 1999 Bonds is hereby authorized. The
Chairman or the County Administrator is hereby authorized and directed to award the sale of the
Series 1999A Bonds and the Series 1999B Bonds to the Purchaser in an aggregate principal
amount which shall not exceed $11,500,000 and $7,600,000 respectively (the “Maximum
Principal Amounts™), at an aggregate purchase price (excluding any original issue discount) of
not less than 99% and 99% of the original principal amount of such Series 1999A Bonds and the
Series 1999B Bonds, respectively (the “Minimum Purchase Prices”), as approved by the
Chairman or the County Administrator, within the following parameters (the “Parameters™): the
sum of the principal amount of the Series 1999A Bonds and the principal amount of the Series
19998 Bonds shall not exceed $15,000,000; the net present value of the savings, after payment
of all issuance expenses and costs, which shall result from the issuance of the Series 1999 Bonds
shall not be less than 3.0% of the principal amount of the Refunded Obligations; the net interest
cost of the Series 1999A Bonds shall not exceed 5.0%; the net interest cost of the Series 1999B
Bonds shall not exceed 6.5%; the final maturity of the Series 1999A Bonds and the Series 1999B
Bonds shall not be later than June 1, 2011, and June 1, 2011, respectively; the Purchase Contract
shall contain a provision to the effect that, prior to the issuance of the Series 1999 Bonds, the
Issuer shall have received the consent of the State Department described in Section 1.4(D)
hereof; the costs of issuance shall be comparable to or less than the current average issuance cost
for bonds of similar tenor and amount; and the Insurer’s commitments to provide Bond Insurance
Policies and Reserve Account Insurance Policies with respect to the Series 1999 Bonds shall be
in effect.

The proposed form of the Purchase Contract presented by the Purchaser, with such
omissions, insertions and variations as may be necessary and/or desirable and approved by the
Chairman or the County Administrator prior to the execution and delivery thereof, is hereby
approved; such necessity and/or desirability and approval by the Chairman or the County
Administrator to be presumed by the Chairman’s or the County Administrator’s execution
thereof: the Chairman or the County Administrator is hereby authorized to accept the offer of the
Purchaser to purchase the Series 1999 Bonds in an aggregate principal amount not to exceed the
Maximurn Principal Amounts, at a purchase price of not less than the Minimum Purchase Prices
plus accrued interest thereon to the date of delivery and with final terms within the Parameters,
upon the terms and conditions set forth in the Purchase Contract; and the Chairman or the County
Administrator is hereby authorized to execute and deliver the Purchase Contract in the form
approved by such person for and on behalf of the Issuer pursuant to the terms hereof. Receipt by
the Chairman or the County Administrator of a report of the Financial Advisor stating that the
aggregate purchase price set forth in the Purchase Contract is not less than the Minimum
Purchase Prices and that the final terms are within the Parameters shall constitute conclusive
proof that all of the terms and conditions set forth in this Section 4.3 have been fully satisfied.

The Series 1999 Bonds shall be dated such date, shall bear interest at such rates, mature
on such dates, have such Amortization Installments, be redeemable prior to maturity upon such
terms and conditions and have such other terms as are set forth in the Purchase Contract and
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approved by the Chairman or the County Administrator, and the authority to approve such
matters is hereby expressly delegated to the Chairman and the County Administrator as herein
provided, with the Chairman’s or the County Administrator’s approval to be conclusively
evidenced by the Chairman’s or the County Administrator’s execution of any documents
including such terms.

Prior to the execution and delivery of the Purchase Contract by the Issuer, the Purchaser
shall include in or attach to the Purchase Contract the disclosure statements required by Section
218.385, Florida Statutes, as amended. The Chairman, the County Administrator and the other
officers, agents and employees of the Issuer are hereby authorized and directed to conclude the
issuance and delivery of the Series 1999 Bonds and the refunding of the Refunded Obligations in
accordance with the provisions of the Original Instrument, this Resolution and the Purchase

Contract.

Authority for the issuance of such aggregate principal amount of the Series 1999 Bonds
herein authorized which shall not be hereafter delivered to the Purchaser pursuant to the
provisions of the Purchase Contract is hereby cancelled and rescinded.

Notwithstanding the foregoing, in the event the Purchase Contract is not executed and
delivered by the Issuer and the Purchaser on or before December 31, 1999, the Chairman’s and
the County Administrator’s authority to award the sale of the Series 1999 Bonds to the Purchaser
and to execute the Purchase Contract for and on behalf of the Issuer pursuant to the terms hereof
shall be automatically terminated on December 31, 1999.

SECTION 4.4 Approval of Draft Preliminary Official _Statement and
Authorization of Preliminary Official Statement and Final Official Statement. The Draft
Preliminary Official Statement is hereby approved, and a preliminary official statement and a
final official statement in substantially the form of the Draft Preliminary Official Statement, with
such omissions, insertions and variations as may be necessary and/or desirable and approved by
Chairman or Vice Chairman prior to the release thereof, are hereby approved and each is
authorized to be delivered by the Issuer to the Purchaser for distribution prior to or
contemporaneously with the issuance and delivery of the Series 1999 Bonds. The Chairman’s or
the Vice Chairman’s approval of the preliminary official statement shall be presumed by the
delivery thereof to the Purchaser. The Chairman or the Vice Chairman are hereby authorized to
evidence the Issuer’s approval of the final official statement by either’s endorsement 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 Counsel
is hereby directed to furnish to the Division of Bond Finance of the State Board of
Administration of the State of Florida a copy of the final official statement, a notice of the
impending sale of the Series 1999 Bonds and the other information required by Section 218.38,
Florida Statutes, as amended, within the appropriate time periods specified by such section.

SECTION 4.5 Registrar and Paying _Agent. First Union National Bank,
Jacksonville, Florida, is hereby appointed as Registrar and Paying Agent under the Original
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Instrument to serve as Registrar and Paying Agent for the Series 1999 Bonds; and the Chairman
or Vice Chairman and the Clerk or any deputy 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, such approval to be conclusively presumed by their execution
thereof.

SECTION 4.6 Authorization of Execution and Delivery of Escrow Deposit
Apreement, The Chairman or Vice Chairman and the Clerk or any deputy clerk are hereby
authorized to execute and deliver the Escrow Deposit Agreement in favor of the Escrow Holder,
with such omissions, insertions and variations as may be necessary and/or desirable and approved
by the Chairman or Vice Chairman and the Clerk or any deputy clerk prior to the delivery
thereof, such necessity and/or desirability and approval by the Chairman or Vice Chairman and
the Clerk or any deputy clerk to be presumed by their execution and delivery thereof.

SECTION 4.7 Escrow Holder. First Union National Bank, Jacksonville, Florida,
is hereby appointed to serve as Escrow Holder under the Escrow Deposit Agreement.

SECTION 4.8 Continuing Disclosure. The Issuer agrees that it will comply with
and carry out all of the provisions of the Continuing Disclosure Certificate, substantially in the
form attached hereto as Exhibit F, executed by the Issuer and dated the date of issuance of the
Series 1999 Bonds, as originally executed and as it may be amended from time to time in
accordance with the terms thereof (the “Continuing Disclosure Certificate”). Notwithstanding
any other provision of this Resolution, failure of the Issuer to comply with the Continuing
Disclosure Certificate shall not be considered an Event of Default nor give use to pecuniary
liability; however, any Bondholder or Beneficial Owner (as hereinafter defined) may take such
actions as may be necessary and appropriate, including seeking mandate or specific performance
by court order, to cause the Issuer to comply with its obligations under this Section 4.8. For
purposes of this Section 4.8, “Beneficial Owner” means any person which (a) has the power,
directly or indirectly, to vote or consent with respect to, or to dispose of ownership of, any
Series 1999 Bonds (including persons holding Series 1999 Bonds through nominees, depositories
or other intermediaries), or (b) is treated as the owner of any Series 1999 Bonds for federal
income tax purposes.

SECTION 4.9 General Authority. The members of the Governing Body and the
Issuer’s officers, attomeys and other agents and employees are hereby authorized to do all acts
and things required of them by this Resolution or desirable or consistent with the requirements
hereof for the full, punctual and complete performance of all of the terms, covenants and
agreements contained in the Series 1999 Bonds and this Resolution, and they are hereby
authorized to execute and deliver all documents which shall be reasonably required by Bond
Counsel or the Purchaser to effectuate the sale and de!ivery of the Series 1999 Bonds.

SECTION 4.10 Authorization of Execution of Certificates and Other Instruments.
The Chairman or Vice Chairman and the Clerk or any deputy clerk are hereby authorized and
directed, either alone or jointly, under the official seal of the Issuer, to execute and deliver
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certificates of the Issuer certifying such facts as the Issuer’s attorney, counsel to the Purchaser or
Bond Counsel shall require in connection with the issuance, sale and delivery of the Series 1999
Bonds, and to execute and deliver such other instruments as shall be necessary or desirable to
perform the Issuer’s obligations under this Resolution, the Original Instrument and the Purchase
Contract and to consurnmate the transactions contemplated hereby and thereby.

SECTION 4.11 No Personal Liability. No representation, statement, covenant,
warranty, stipulation, obligation or agreement herein contained, or contained in the Series 1999
Bonds, or in any certificate or other instrument to be executed on behalf of the Issuer in
connection with the issuance of the Series 1999 Bonds, shall be deemed to be a representation,
statement, covenant, warranty, stipulation, obligation or agreement of any member of the
Governing Body, officer, employee or agent of the Issuer in his or her individual capacity, and
none of the foregoing persons nor any officer of the Issuer executing the Series 1999 Bonds, or
any certificate or other instrument to be executed in connection with the issuance of the Series
1999 Bonds, shall be liable personally thereon or be subject to any personal liability or
accountability by reason of the execution or delivery thereof. :

SECTION 4.12 No Third Party Beneficiaries. Except such other Persons as may be
expressly described herein or in the Series 1999 Bonds, nothing in this Resolution, or in the
Series 1999 Bonds, expressed or implied, is intended or shall be construed to confer upon any
Person other than the Issuer, the Insurer and the Holders any right, remedy or claim, legal or
equitable, under and by reason of this Resolution or any provision hereof, or of the Series 1999
Bonds, all provisions hereof and thereof being intended to be and being for the sole and exclusive
benefit of the Issuer, the Insurer and the Persons who shall from time to time be the Holders.

SECTION 4.13 Severability of Invalid Provisions. If any one or more of the
covenants, agreements or provisions of this Resolution shall be held contrary to any express
provision of law or contrary to the policy of express law, though not expressly prohibited, or
against public policy, or shall for any reason whatsoever be held invalid, then such covenants,
agreements or provisions shall be null and void and shall be deemed separable from the
remaining covenants, agreements and provisions of this Resolution and shall in no way affect the
validity of any of the other covenants, agreements or provisions hereof or of the Series 1999
Bonds.

SECTION 4.14 Repeal of Inconsistent Resolutions. All other resolutions or parts
thereof in conflict herewith are hereby superseded and repealed to the extent of such conflict.
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SECTION 4.15 Original Instrument in Full Force and Effect. Except as hereby
supplemented, the Original Instrument shall remain in full force and effect.

SECTION 4.16 Table of Contents and Headings not Part Hereof. The Table of
Contents preceding the body of this Resolution and the headings preceding the several articles
and sections hereof shall be solely for convenience of reference and shall not constitute a part of
this Resolution or affect its meaning, construction or effect.

SECTION 4.17 Effective _Date. This Resolution shall become effective
immediately upon its passage.

PASSED, APPROVED AND ADOPTED this twenty-seventh day of April, 1999.

BOARD OF COUNTY COMMISSIONERS OF
ST. JOHNS COUNTY, FLORIDA

By: Mo Qrwnﬂﬁ—d-/

‘ Its Chairman U

(OFFICIAL SEAL)

ATTEST:

)
it Skl
Tts Clerk /
! ".‘a | I .
3

30



I, Cheryl Strickland, Clerk of the Board of County Commissioners of St. Johns County,
Florida, hereby certify that the foregoing is a true and correct copy of Resolution No. 99- 72 of
said County passed and adopted on April 27, 1999.

IN WITNESS WHEREOQF, I have hereunto set my hand and affixed the official seal of
said County this twenty-seventh day of April, 1999.

Clerk of th¢ Board of County Commissioners

(OFFICIAL SEAL)
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EXHIBIT A

DRAFT PRELIMINARY OFFICIAL STATEMENT



Draft of April 24, 1999
PRELIMINARY OFFICIAL STATEMENT DATED APRIL __, 1999

NEW ISSUE
RATINGS: Moody's:
Standard & Poor's:
( FGIC Insured)
See "Ratings" herein

In the opinion of Bond Counsel, under existi law, assuming compliance with certain covenants in the Resolution
described herein, interest on the 1999A Bonds is excluded from gross tncome for federal income tax purposes, and the 1999
Bonds and the interest thereon are exempi from taxation under the laws of the State of Florida, except ds to estare taxes and
taxes on interest, income or Proﬁcs on debt obligations owned by corporations, as defined in Chapter 220, Florida Statutes,
as amended. See, however, "TAX MATTERS" herein for a description of certain federal minimum and other special taxes that
may affect the rax treatment of interest on the 1999A Bonds.

ST. JOHNS COUNTY, FLORIDA
$9,510,000* Water and Sewer Revenue Refunding Bonds
Series 1999A
and
$4,780,000* Taxable Water and Sewer Revenue Refunding Bonds
Series 1999B

Dated: May 1, 1999 Due: June 1, as shown below

The Warter and Sewer Revenue Refunding Bonds, Series 1999A (the "1999A Bonds") and the Taxable Water and
Sewer Revenue Refunding Bonds, Series 1999B (the "1999B Bonds," togetherwith the 1999A Bonds, collectively, the "1999
Bonds") are being issued by St, Johns County, Florida (the "County"), as fully registered bonds in denominations of $5,000
and incegral multiples thereof. Interest (first payment due June 1, 1999 and on each June 1 and December 1 thereafter)
on the 1999 Bonds will be payable by check or draft of First Union National Bank, Jacksonville, Florida, as Registrar and
Paying Agent or, at the opton of the Paying Agent, and at the request and expense of any registered owner, by bank wire
transfer for the account of such owner.

The 1999 Bonds are not subject to redemption prior to their stated maturities.

The 1999 Bonds are being issued to provide funds to (i) currentt refund certain of the County's cutstanding
Water and Sewer Revenue Bonds, Series 1990B-1 and Series 1990B-II (the "Refunded Bonds"); (ii) fund a pordon of the
reserve account established by the Resolution by the purchase of reserve account insurance policies; and (ii1) pay the cost
of issuance with respect to the 1999 Bonds. .

The 1999 Bonds are sEecial obligatons of the County payable solely from and secured by a lien upon and pledge
of the Pledged Funds as described herein, including the net revenues to be derived from the operadon of the water and
sewer systemn owned, operated and maintained by the County (the "System") and certain lawtully available connecdon
charges, on a parity with the County's outstanding Warer and Sewer Revenue Bonds, Serjes 1989, Series 1990B-I, Series
1990B-II and Series 1991A and Warter and Sewer Revenue and Refunding Bonds, Series 1996 and Warter and Sewer
Revenue Refunding Bonds, Series 1998. Neither the full faith and credir, nor the taxing power of the County is pledged
for the payment of the 1999 Bonds. The 1999 Bonds shall not constitute a lien upon the System or any otller moneys
or tElroperty of or in the County, except the Pledged Funds, nor shall they constitute an indebtedness of the County
within the meaning of any constirutional or statutory provision or limitation.

The payment of the principal of and interest on the 1999 Bonds when due will be insured by a municipal bond
gmugl;mce policy to be issued by Financial Guaranty Insurance Company simuitaneously with the delivery of the 1999
onds.

[LOGO]

MATURITIES, AMOUNTS, INTEREST RATES AND PRICES OR YIELDS*

1999A Bonds 1999B Bonds

Maturity Interest Price Marurity Interest Price
June 1, Amount Rate or Yield June 1, Amount Rate or Yield

1999 5 % 1999 $ %

2000 2000

2001 2001

2002 2002

2003 2003

2004 2004

2005 2005

2006 2006

2007 2007

2008 2008

2009
2010



2011
(Plus Accrued Interest)
The 1999 Bonds are offered when, as and Y issued and received by the Underwriter, sub{'ect to the unqualified
approval of legality by Foley & Lardner, Jacksonville, Florida, Bond Counsel. Certain legal matters will be passed upon for the
County by James G. Sisco, Esquire, St. Augustine, Florida, Attorney for the County and for the Underwriter by its counsel,

Rogers, Towers, Bailey, Jones & Gay, P.A,, Jacksonville, Florida. It is expected that the 1999 Bonds in definitive form will be
available for delivery in New York, New York on or about May __, 1999.

William R. Hough & Co.
May _, 1999

* Preliminary; subject to change.

This Preliminary Official Statement and the information contained herein are subject to completion and amendment.
These securities may not be sold nor may an offer to buy be accepted prior to the time the Official Statement is delivered
in final form. Under no circumstances shall this Preliminary Official Statement constitute an offer to sell or the solicitation
of an offer to buy, nor shall there be any sale of the securides in any jurisdiction in which such an offer, solicitation or sale
would be unlawful prior to registration or qualification under the securities laws of any such jurisdiction.
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No dealer, broker, salesman or other person has been authorized by the County to give any
information or to make any representations, other than as contained in this Official Statement, and if given
or made, such other information or representations must not be relied upon as having been authorized by
the County or the Underwriter. This Official Statement does not constitute an offer to sell or the
solicitation of an offer to ?.11:3 nor shall there be any sale of the 1999 Bonds by any persons in an
jurisdiction in which it is unlawful for such person to make such offer, solicitation or sale in suc
jurisdiction. The information set forth herein has been furnished by the County and includes information
obtained from other sources which are believed to be reliable, but is not guaranteed as to accuracy or
completeness by, and is not to be construed as a representation by, the Underwriter. The information and
expressions of opinion herein are subject to change without notice, and neither the delivery of this Official
Statement nor any sale made hereunder shall, under any circumstances create the implication that there
has been no change in the affairs of the County since the dare hereof.

The 1999 Bonds have not been registered under the Securities Act of 1933 in reliance upon an
exemption contained in such Act.

IN CONNECTION WITH THE OFFERING OF THE 1999 BONDS, THE UNDERWRITER MAY
OVERALLOT OR EFFECT TRANSACTIONS THAT STABILIZE OR MAINTAIN THE MARKET PRICE OF THE
1999 BONDS 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

This Summary Statement, being part of the Official Statement, is subject to the more complete
information contained herein and should not be considered to be a complete statement of the facts material to
making an investment decision. The offering of the 5t. Johns County, Florida Water and Sewer Revenue
Refunding Bonds, Series 1999A and the Taxable Water and Sewer Revenue Refunding Bonds, Series 19998
(collectively, the "1999 Bonds") to potential investors is made only by means of the entire Official Statement. No
person is authorized to detach this Summary Statement from the Official Statement or to otherwise use it without
the entire Official Statement. Unless otherwise defined, all capitalized terms in this Summary Starement shall be
as defined in the main text of the Official Staternent.

St. Johns County

St. Johns County, Florida (the "County”) encompasses approximately 617 square miles and is
located in the northeast region of the State of Florida, immediacely south of Duval County and Jacksonville,
Florida. The largest of the County’s three municipalites is St. Augustine, which is the county seat. The
estimated 1998 population of the County is 109,894.

Purpose of the 1999 Bonds

The 1999 Bonds are being issued to provide funds to (i) currently refund certain of the County's
outstanding Warer and Sewer Revenue Bonds, Series 1990B-I and Series 1990B-1I (the "Refunded Bonds"),
(ii) fund a portion of the Reserve Account established by the Resolurion by the purchase of Reserve Account
Insurance Policies; and (iii) pay the cost of issuance with respect to the 1999 Bonds, :

Authority and Security for the 1999 Bonds

Authority for the 1999 Bonds. The 1999 Bonds are being issued pursuant to the Constitution and
laws of the State of Florida, particularly Chapter 125, Part 1, Florida Statutes, as amended, County Ordinance
No. 86-89, as amended and supplemented, and the Resolution.

Source of Payment. The 1999 Bonds are special obligadons of the County payable solely from and
secured by a lien upon and pledge of the Pledged Funds on a parity with the County's $6,210,000
outstanding Warer and Sewer Revenue Bonds, Series 1989, the County's $1,560,000 Water and Sewer
Revenue Bonds, Series 1990B-1 remaining outstanding after the refunding of the Refunded Bonds, the
County’s $565,000 outstanding Water and Sewer Revenue Bonds, Series 1990B-1I remaining outstanding after
the refunding of the Refunded Bonds, the County’s $11,010,037.50 outstanding (including accumulated
interest on the capital appreciation bonds) Water and Sewer Revenue Bonds, Series 19914, and the County’s
$19,215,000 outstanding Water and Sewer Revenue and Refunding Bonds, Series 1996 and the County's
$2,225,000 outstanding Water and Sewer Revenue Refunding Bonds, Series 1998 (all six of such bond issues,
collectively, the "Parity Bonds"). Pledged Funds in general include Net Revenues of the water and sewer
system owned, operated and maintained by the County (the "System"™), certain connection charges and other
funds described in the Resolution, as more particularly described herein. The County also has oursranding
its subordinated debt in the outstanding principal amount of $1,762,342 evidenced by that certain State
Revolving Fund Loan Agreement dated June 27, 1994, as amended and restated on September 12, 1995,
between the County and the State of Florida Department of Environmental Protection (the "Subordinated
Indebtedness”). The Subordinated Indebtedness is payable from and secured by a lien upon and pledge of
the Pledged Funds junior and subordinate to the lien of and pledge thereon in favor of the 1999 Bonds and

the Parity Bonds.
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Additional Bonds. The County may issue Additional Bonds payable from the Pledged Funds on
a parity with the 1999 Bonds and the Parity Bonds if the County first complies with certain requirements set
out in the Resolution.

No Pledge of Credit or Taxing Power. The 1999 Bonds shall not be or constitute general obligations
or indebtedness of the County as "bonds" within the meaning of Article VII, Section 12 of the Consdtution of
the State of Florida, but shall be payable solely from and secured by a prior lien upon and a pledge of the
Pledged Funds on a parity with the Parity Bonds in accordance with the terms of the Resolution. No owner
of any 1999 Bond shall ever have the right to compel the exercise of any ad valorem taxing power of the
County, the State of Florida or any political subdivision thereof to pay the principal of or the interest on any
1999 Bond or be entitled to payment of such 1999 Bond from any monies of the County except from the
Pledged Funds in the manner provided in the Resolution.

Municipal Bond Insurance. The payment of the principal of and interest on the 1999 Bonds when
due will be insured by a municipal bond insurance policy to be issued by Financial Guaranty Insurance
Company simultaneously with the delivery of the 1999 Bonds.
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OFFICIAL STATEMENT
Relating to
ST. JOHNS COUNTY, FLORIDA
$9,510,000* Water and Sewer Revenue Refunding Bonds, Series 1999A
and
$4,780,000* Taxable Water and Sewer Revenue Refunding Bonds, Series 1999B

May __, 1999
INTRODUCTION

The purpose of this Official Statement, including the cover page, summary statement, and
appendices, is to provide information concerning the proposed issuance by St. Johns County, Florida (the
"County”) of $9,510,000* aggregate principal amount of the County's Water and Sewer Revenue
Refunding Bonds, Series 1999A (the "1999A Bonds") and $4,780,000* aggregate principal amount of
the County’s Taxable Water and Sewer Revenue Refunding Bonds, Series 1999B (the "1999B Bonds,"
together with the 1999A Bonds, collectively, the "1999 Bonds") . The 1999 Bonds are issued under the
authority of and in full compliance with the Constitution and the laws of the State of Florida (the
"State"), particularly Chapter 125, Part [, Florida Starutes, as amended, other applicable provisions of
law, County Ordinance No. 86-89 duly enacted on December 9, 1986, as amended and supplemented
and Resolution No. 89-84 of the County duly adopted on April 25, 1989, as amended and supplemented,
particularly as supplemented by Resolution No. 99-___ of the County duly adopted on April __, 1999
(collectively, the "Resolution"), and are subject to all the terms and conditions of the Resolution. See
Appendix C hereto for pertinent provisions of the Resolution.

The County encompasses approximately 617 square miles and is located in the northeast regton
of the State, immediately souch of Duval County and Jacksonville, Florida. The largest of the County's
three municipalities is St. Augustine, which is the county seat. The estimated 1998 population of the
Counry is 109,894,

For a complete description of the terms and conditions of the 1999 Bonds, reference is made 10
the Resolution. Capitalized terms used herein and not defined are used as defined in the Resoludon;
such definifions may be found in Appendix C hereto. The description of the 1999 Bonds and of the
documensts authorizing and securing the same and the description of other debt of the County do not
purport to be comprehensive or definitive and are qualified in their entirety by reference to each. All
information included herein has been provided by the County except where attributed to other sources.
Copies of documents not contained in this Official Statemenr and further information which may be
desired may be obtained from the County's Finance Director, Ms. Peggy Davis, C.P.A., St. Johns County
Administration Building, 4020 Lewis Speedway, St. Augustine, Florida 32095, telephone (904) 823-2333
(ext. 345), or from the County's financial advisor, Public Financial Management, Inc.,10100 Deer Run
Farms Road, Suite 201, Ft. Myers, Florida 33912, telephone (941) 939-3009.

PURPOSE OF THE 1999 BONDS
The 1999 Bonds are being issued to provide funds to (i) currently refund $12,725,000 of the

County's outstanding Water and Sewer Revenue Bonds, Series 1990B-I and Series 1990B-II, each
maturing June 1, 2002 through June 1, 2011 (the "Refunded Bonds™, (ii) fund a portion of the Reserve

* Preliminary; subject to change.



Account established by the Resolution by the purchase of Reserve Account Insurance Policies; and (iii)
pay the cost of issuance with respect to the 1999 Bonds.

REFUNDING PLAN

A portion of the proceeds of the 1999 Bonds will be used to provide the moneys needed to effect
the redemption on June 1, 1999 of the Refunded Bonds. Upon the issuance of the 1999 Bonds, the
County will pay the redemption price of the Refunded Bonds to the holders thereof. The lien of the
Refunded Bonds on the funds pledged to the payment thereof will be thereupon discharged.

DESCRIPTION OF THE 1999 BONDS

The 1999 Bonds shall be dated as set forth on the cover page of this Official Statement and are
being issued as fully registered bonds without coupons in denominations of $5,000 and integral multiples
thereof. Interest on the 1999 Bonds (first payment due June 1, 1999 and semiannually on each June 1
and December 1 thereafter) will be payable by check or draft of First Union National Bank, as Registrar
and Paying Agent, mailed or, at the option of the Paying Agent, and at the request and expense of any
registered owner, by bank wire transfer, to the registered owner, as shown on the registration books of
the Registrar on the 15th day of the month prior to each interest payment date (the "Record Date”).
Interest on the 1999 Bonds shall be calculated on the basis of a 360-day year of twelve 30-day months.
Principal of and premium, if any, on the 1999 Bonds are payable at maturity or redemption to the
registered owner upon presentation, when due or when called for redemption, at the designated
corporate trust office of the Paying Agent in Jacksonville, Florida.

AUTHORITY AND SECURITY FOR THE 1999 BONDS

. The 1999 Bonds are being issued pursuant to the Consdtution and laws of the State, particularly
Chapter 125, Part I, Florida Statutes, as amended, County Ordinance No. 86-89, as amended and
supplemented and the Resoludon.

Source of Payment

The 1999 Bonds are special obligadons of the County payable solely from and secured by a lien
upon and pledge of the Pledged Funds on a parity with the County's $6,210,000 outstanding Water and
Sewer Revenue Bonds, Series 1989, the County's $1,560,000 Water and Sewer Revenue Bonds, Series
1990B-1 remaining outstanding after the refunding of the Refunded Bonds, the County’s $565,000 Water
and Sewer Revenue Bonds, Series 1990B-II remaining outstanding after the refunding of the Refunded
Bonds, the County's $11,010,037.50 outstanding (including accumulated interest on the capital
appreciation bonds) Water and Sewer Revenue Bonds, Series 1991A and the County's $19,215,000
outstanding Water and Sewer Revenue and Refunding Bonds, Series 1996, $2,225,000 outstanding
Water and Sewer Revenue Refunding Bonds, Series 1998 (all of such bond issues, collectively, the "Parity
Bonds" which, together with the 1999 Bonds and any Additional Bonds issued pursuant to the
Resolution, are referred to herein as the "Bonds"). Pledged Funds is defined in the Resolution to mean
the Net Revenues, any Connection Charges on deposit in the Current Account and, untl applied in
accordance with the provisions of the Resolution, the proceeds of the Bonds and all moneys, including
investments thereof, in the Revenue Fund and the Debt Service Fund. Pledged Funds do not include Net



Revenues on deposit in the Rebate Fund or Connection Charges on deposit in the Stabilization Account.
The County also has outstanding its subordinated debr in the outstanding principal amount of
$1,762,342 evidenced by that certain State Revolving Fund Loan Agreement dated June 27, 1994, as
amended and restated on September 12, 1995, between the County and the State of Florida Department
of Environmental Protection (the "Subordinated Indebtedness™. The Subordinated Indebtedness is
payable from and secured by a lien upon and pledge of the Pledged Funds junior and subordinate to the
lien of and pledge thereon in favor of the 1999 Bonds and the Parity Bonds.

Net Revenues. Net Revenues mean all income and moneys received by the County from the fees
and charges made and collected by the County (excluding Connection Charges and non-ad valorem
special assessments) for the use of the services or facilities of the System (such fees and charges, "Rates™),
together with all earnings and income derived from the investment of the moneys under the provisions
of the Resolution which are transferred to the Revenue Fund or the Interest Account as provided in the
Resolution, less the expenses for operation, maintenance, repairs and replacements with respect to the
System, as further provided in the Resolution.

Connection Charges. Connection Charges mean all non-refundable (except at the option of the
County) "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 dme to dme by the
County upon new customers of the System as a nonuser capacity charge for a proportionate share of the
costs of the acquisition or construction of Expansion Facilities, which are imposed by the County for the
purpose of allocating to each such customer a proportonate share of the costs of the additional System
capacity made necessary by the inclusion or expected inclusion of System services to such new customers,
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 acquisition or construction of the Expansion Facilities or
for debr service thereon as more particularly provided in the Resolution, and any income from the
investment of moneys on deposit in the Connection Charges Fund or any other moneys transferred to
such Fund pursuant to the provisions of the Resolution. Connection Charges shall nor include
Assessments. :

Assessments. Assessments mean the proceeds to be derived by the County from any non-ad
valorem special assessments which are levied by the County, on its own behalf or as the governing body
of a municipal service benefit unit, against some or all of the parcels of real property to be specially
benefirted by the services and facilicies of any Additional Project or by any portion thereof, and which
are expressly declared by resolution of the governing body of the County to be Assessments, and which
are expressly pledged by such resolution to the payment of principal of and premium, if any, and interest
on the Bonds or one or more Series of Bonds, including interest on such non-ad valorem special
assessments and any penalties thereon and moneys received upon the foreclosure of the liens thereof
and, by reason of such non-ad valorem special assessments, upon the sale of tax certificates. The County
has the right to provide for the application of assessments (which are not expressly declared by resolution
of the County to be Assessments) to the payment of the principal and premium, if any, of and interest
on any particular Series of Bonds or Subordinared Indebtedness or any other obligadons of the County.
No Assessments are currently pledged to the payment of the principal of or premium, if any, or interest
on any Bonds. j

In connection with the issuance of the County's Water and Sewer Revenue Bonds, Series 1991A
(the "1991A Bonds"), the County declared that any non-ad valorem special assessments that may be
levied by the County, on its own behalf or as the governing body of a municipal service benefit unit,



against the parcels of real property to be specially benefitted by the project financed with the proceeds
of the 1991A Bonds (the "1991 Project") for the purpose of raising revenue to assist in the financing of
the 1991 Project are to be Assessments as defined in the Resolution. The County has not levied any such
Assessments in connecron with the 1991 Project.

Rate Covenant

The County covenanss in the Resolution to fix, maintain and collect Rates, if no Assessments are
pledged to the Bonds, to provide:

(i) Net Revenues in any one year period from October 1 to September 30 or such other period
as prescribed by law (the "Fiscal Year"), together with any Connection Charges actually on
deposit in the Current Account at the beginning of such Fiscal Year, equal to at least 120% of the
Debt Service Requirement for the Bond Year ending in such Fiscal Year and at least 100% of any
amounts required by the terms of the Resolution to be deposited in the Reserve Account or 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

(ii) Net Revenues in such Fiscal Year, not taking into account Connection Charges, equal to
at least 110% of the Debt Service Requirement for the Bond Year ending in such Fiscal Year and
ar least 100% of any amounts required by the terms of the Resolution to be deposited in 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.

Rates are not to be reduced so that they will be insufficient to provide Net Revenues in each
Fiscal Year fully adequate for the purposes provided therefor by the Resoludon, provided thar the
Resolution is not to be conscrued to obligate the County to impose or contnue Connection Charges; but
at any time and while Connection Charges shall be in effect and imposed by the County, the Connection
Charges shall be pledged to the extent provided in the Resolution.

Reserve Account

The Resolution requires the establishment and maintenance of a Reserve Account. The
Resoludon requires the Reserve Account to be funded and maintained in an amount equal to the Reserve
Account Requirement for the benefit of the owners of the Bonds. The County may, in lieu of the required
deposits into the Reserve Account, cause to be deposited into the Reserve Account a Reserve Account
Insurance Policy and/or Reserve Account Letter of Credit as further provided in the Resolution. Upon
delivery of the 1999 Bonds, there will be on deposit in the Reserve Account Reserve Account Insurance
Policies in accordance with the provisions of the Resolution which shall equal ac least the Reserve
Account Requirement for the Bonds. No further payments are required to be made into the Reserve
Account as long as the amount on deposit therein shall equal the Reserve Account Requirement for the
Bonds outstanding. The Resolution requires the Reserve Account Requirement to be funded upon the
issuance of Additional Bonds. The Reserve Account Requirement means, as of any date of calculation,
an amount equal to the lesser of (i) the Maximum Debt Service Requirement, (ii) 125% of the average
annual Debt Service Requirement, or (iii) 10% of the initial proceeds of all Bonds.

Concurrently with the issuance of the 1999 Bondﬁ, Financial Guaranty Insurance Company (the
"Insurer") will issue its Municipal Bond Debt Service Fund Policies (the "Reserve Policies™). The Reserve



Policies unconditionally guarantee the payment of that portion of the principal and interest on the
respective series of 1999 Bonds which has become due for payment, but shall be unpaid by reason of
nonpayment by the County, provided that the aggregate amount paid under the Reserve Policies may
not exceed the maximum amount set forth in the Reserve Policies, which maximum amount is
$ for the 1999A Bonds and $__ for the 1999B Bonds. The Insurer will make such
payments to the Paying 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 the Insurer shall have received telephonic or
telegraphic notice subsequently confirmed in writing or written notice by registered or certified mail from
the Paying Agent of the nonpayment of such amount by the County. The term "nonpayment" in respect
of a 1999 Bond inciudes any payment of principal or interest made to an owner of a 1999 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 pertaining to the County of a court having
competent jurisdiction.

The Reserve Policies are non-cancelable and the premium will be fully paid at the time of delivery
of the 1999 Bonds. The Reserve Policies cover failure to pay principal of the 1999 Bonds on their
respective stated maturity dates, or dates on which the same shall have been called for mandatory
sinking fund redemption, and not on any other date on which the 1999 Bonds may have been
accelerared, and covers the failure to pay an installment of interest on the stated date for its payment.
The Reserve Policies shall terminate on the earlier of the scheduled final marurity date of the 1999 Bonds
or the date on which no 1999 Bonds are outstanding under the authorizing document.

Generally, in connecdon with its issuance of Reserve Policies, the Insurer requires, among other
things, (i) that, so long as it has not failed to comply with its payment obligatons under the Reserve
Policies, it be granted the power to exercise any remedies available ar law or under the authorizing
document other than (A) acceleration of the 1999 Bonds or (B) remedies which would adversely affect
holders in the event that the County fails to reimburse the Insurer for any draws on the Reserve Policies;
and (ii) that any amendment or supplement to or other modification of the principal legal documents
be subject to the Insurer's consent. The specific rights granted to the Insurer in connection with its
issuance of the Reserve Policy are set forth in Debt Service Reserve Fund Policy Agreements, copies of
which may be obtained from the County.

This Official Statement contains a section regarding the ratings assigned to the 1999 Bonds and
reference should be made to such section for a discussion of such ratings and the basis for their
assignment to the 1999 Bonds. Reference should be made to the description of the County for a
discussion of the radngs, if any, assigned to such entity's outstanding parity debt that is not secured by
credit enhancement.

The Reserve Policies are not covered by the Property/Casualty Insurance Security Fund specified
in Article 76 of the New York Insurance Law or by the Florida Insurance Guaranty Association (Sections
631.50 et seq., Florida Statures).

For a description of the Insurer, see "MUNICIPAL BOND INSURANCE" herein.



Other Covenants

The County has covenanted in the Resolution to maintain the System in good condition and to
operate the System in an efficient and economical manner. The County is required to adopt an annual
budget and not to incur expenditures in excess of the amount provided in the budget without appropriate
authorization from the governing body of the County. The County must keep books and records of the
receipr of the Pledged Funds in accordance with generally accepted accounting principles. Within 180
days of the close of each Fiscal Year it must file a statement concerning the amount of the Pledged Funds
received, the total amounts deposited to the credit of each fund and account created under the
Resolution and the amounts on deposit in such funds and accounts, and other matters as provided in the
Resolution. An annual audit by an independent firm of certified public accountants is required of the
financial statements of the County.

The County also irrevocably covenants not to sell, lease, encumber or in any manner dispose of
any facilities of the System except as provided in the Resolurion, until all of the Bonds and all incerest
thereon shall have been paid in full or provision for payment shall have been made. The County is also
required to carry such insurance as is ordinarily carried by private or public corporations owning and
operating water and sewer facilities similar to the System in such amounts as the County shall determine
to be sufficient. The property loss or damage insurance is required ar all times to be equal to the fair
appraisal value of the buildings, furnicure, fixtures and equipment of the System.

Addidonal Bonds

Additonal Bonds, payable from the Pledged Funds on a parity with the 1999 Bonds, the Parity
Bonds and all other Bonds, may be issued for the purpose of financing the Cost of an Additional Project,
or the completion thereof, or refunding any or all Outstanding Bonds or of any Subordinated
Indebtedness of the County. No Additional Bonds may be issued unless the requirements of the
Resolution have been met. See Section 5.02 of the Resolution in Appendix C hereof.

No Pledge of Credit or Taxing Power

The 1999 Bonds shall not be or constitute general obligations or indebtedness of the County as
"bonds" within the meaning of any constitutional or statutory provision, but shall be special obligations
of the County, payable solely from and secured by a lien upon and pledge of the Pledged Funds in
accordance with the terms of the Resolution. No owner of any 1999 Bond shall ever have the right to
compel the exercise of the ad valorem taxing power of the County to pay such 1999 Bond or be entitled
to payment of such 1999 Bond from any moneys of the County except the Pledged Funds in the manner
provided in the Resolution.

MUNICIPAL BOND INSURANCE

Concurrentty with the issuance of the 1999 Bonds, the Insurer 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 inrerest on the 1999 Bonds which has become due for payrnenc, bur shall be unpaid by reason of nonpayment by
the County. The Insurerwill make such payments to State Street Bank and Trust Comparny, NA., or its successor asits
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 date on which the Insurer shall have received telephonic or telegraphic notice, subsequently confirmed in
writing, or written notice by registered or certified mail, from an owner of 1999 Bonds or the Paying Agent of the
nonpayment of such amount by the County. The Fiscal Agent will disburse such amount due on any 1999 Bond to its
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owner upon receipt by the Fiscal Agent of evidence satisfactory o 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 the Insurer. The termn "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 Stares Bankruptcy Code by a trustee in bankruptcy in accordance with a final,
nonappealable order pertaining to the County of a court having competent jurisdiction.

The Policy is non-cancelable and the premium will be fully paid at the time of delivety of the 1999 Bonds. The
Policy covers failure to pay principal of the 1999 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 1999
Bonds may have been otherwise called for redemption, accelerated or advanced in maturity, and covers the failure to pay
an installment of interest on the stated date for its payment.

Generally, in connection with its insurance of an issue of municipal securities, the Insurer requires, among other
things, (i) that it be granted the power to exercise any rights granted to the holders of such securities upon the occurrence
of an evenr of default, without the consent of such holders, and that such holders may not exercise such rights without
the Insurer's consent, in each case so long as the Insurer has not failed to comply with its payment obligations under its
insurance policy; and (ii) that any amendment or supplement to or other modification of the principal legal documents
be subject to the Insurer’s consent. The specific rights, if any, granted to the Insurer in connection with its insurance of
the 1999 Bonds are set forth in the description of the principal legal documents appearing elsewhere in this Official
Statement. Reference should be made as well to such description for a discussion of the circumstances, if any, under
which the County is required to provide additional or substitute credit enhancement, and related matters.

This Official Staternent contains a section regarding the ratings assigned to the 1999 Bonds and reference should
be made to such section for a discussion of such ratings and the basis for their assignment to the 1999 Bonds. Reference
should be made to the description of the County for a discussion of the ratings, if any, assigned to such entity’s
outstanding parity debt that is not secured by credit enhancement.

The Policy is not covered by the Property/Casualty Insurance Security Fund specified in Article 76 of the New
York Insurance Law or by the Florida Insurance Guaranty Association (Sections 631.50 et seq., Florida
Statures).

The Insurer is a wholly-owned subsidiary of FGIC Corporation (the "Corporation'), a Delaware holding company.
The Corporation is a subsidiary of General Electrical Capital Corporarion ("GE Capital”). Neither the Corporation nor GE
Capital is obligated to pay the debrts of or the claims against the Insurer. The Insurer is a monoline financial guaranty
insurer domiciled in the State of New York and subject to regulation by the State of New York Insurance Department.
As of December 31, 1998, the total capital and surplus of the Insurer was $1,258,215,191. The Insurer prepares financial
statemnents on the basis of both statutory accounting principles and generally accepted accounting principales. Copies
of such financial statements may be obmined by writing to the Insurer at 115 Broadway, New York, New York 10006,
Attention: Communications Department (telephone number: 212-312-3000) or to the New York State Insurance
Department, 25 Beaver Street, New York, New York 10004-2319, Attention: Financial Condition Property/Casualty
Bureau (telephone number: 212-480-5187).



SOURCES AND USES OF FUNDS

The proceeds to be received from the sale of the 1999 Bonds, together with other moneys of the
County, are expected to be applied as described below:

Sources:

Principal Amount of 1999 Bonds $
Less: Original Issue Discount
Accrued Interest on the 1999 Bonds

Total Sources: §

Uses:

Payment of Redemption Price
for Refunded Bonds $
Deposit to Interest Account
Underwriter's Discount
Cost of Issuance (including
bond insurance and Reserve
Account Insurance Policies premiums)

Total Uses: me
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HISTORICAL REVENUES, EXPENSES
AND DEBT SERVICE COVERAGE

The following tables show historical revenues, expenses and debt service coverage for the System. The informarion is denved
from the County.
ST. JOHNS COUNTY
HISTORICAL DEBT SERVICE COVERAGE
COMBINED WATER AND SEWER. SYSTEM

Fiscal Year Ended September 30,!

1994 1995 1996 1997 1998
Operating Revenues:
Warer Sales $4,606,793 $4,853,009  $5,216,801 $5,658,889 $ 6,360,505
Sewer Service Charges 2,718,816 2,949,274 3,161,252 3,530,952 3,839,958
Meter [nstalladons (Tapping Fees) 122,241 168,830 261,559 166,563 171,151
Irrigation Water Sales 18,060 19,008 241351 16,484 -0-
Other Revenue 180,165 338,608 281,555 417,371 686,253
Total Operaring Revenue $7.646,075 $8,328,729 $8,945,518 $9,790,269 $11,057,865
Operatung Expenses:
Contractual Services $ 389,426 $ 513,874 704,548 683,630 $ 699,707
Salaries and Benefits 2,062,862 2,264,742 2,398,010 2,516,263 2,619,258
Other Operating Expenses 1,147,528 1,381,572 1,359,043 1,285,217 1,390,068
Maintenance 619.860 682,174 663,990 576,468 449,255
Total Operaring Expenses $4,219,676 $4,842,362  $5,125,591 $5,061,578 $ 5,158,288
Net Operating Revenues $3,426,399 $3,486,367  $3,819,927 $4,728,691 § 5,899,579
Non-Operating Revenues (Expenses) $ 531,080 $ 803,659 $ 939318 $ 968,566 $1,132258
Total Net Revenues $3,957,479 $4,290,026  $4,759,245 $5,697,257 $ 7,031,837
Pledged Unit Connection Fees ("UCF") $2,043 475 2,043 475 $2.137.273 $2.476 512 $ 2,507,523
Total Net Revenues + UCF $6,000,954 $6,333,501 $6,896,518 38,173,769 $ 9,539,360
Debt Service Requirement* $3,626,354 $3,625,569 $3,381,065 $3,583,282 $ 3,582,430
Debt Service Coverage - Ner Revenue Only 1.09 1.18 1.41 1.59 1.96
(1.10 X Coverage Required)
Debr Service Coverage - Net + UCF 1.65 1.75 2.04 2.28 2.66
(1.20 X Coverage Required)
Revenue Net of Bonds $ 331,125 $ 664,457 $1,378,180 $2,113,975 $ 3,449,407
Annual Payment State Revolving Fund 0 0 0 $ 143,506 § 125,556
("SRF") Loan
Debt Service Coverage - SRF Loan
(1.15 X Coverage Required) 14.73 27.47
Annual Payment Subordinated Revenue Bond § 183,234 $ 186,614 $ 184,654 $ 182,642 § 185,567
i
Revenue Net of Annual Debt Service Payments $ 147,891 5 4?’7,843 $1,193,526 $1,931,333 $ 3,263,840

! Based on audited figures.
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THE SYSTEM

The System includes the complete water and sewer facilities now owned, operated and maintained
by the County and all other water and sewer facilities hereafter acquired and operated by the County which are
expressly declared by a resolution of the governing body of the County to be part of the System. In addition to
water and sewer service provided by the County, under an agreement with the County, the City of St. Augustine
(the "City") provides some water and sewer services in portions of the incorporated area of the County located
near the City. Certain areas of the County outside of the City are served by private utilities.

Service Area

The various stages of development of the System have resulted in four distinct service areas. The
mainland udlity system ("MUS") includes both the State Road 207 service area and the I-95/State Road 16
service area. The former is bounded generally by the existing City service area on the northeast, the Matanzas
River on the east, the State Road 206 corridor on the south, the Interstare 95 corridor on the west, and the FEC
Railway on the north. The latter is located in the I-95/State Road 16 interchange area, extending eastward along
State Road 16 to the St. Johns River Community College site at the City limits of the City. The Anastasia Island
("AI") service area is situated on an Atlantic coastal barrier island, east of the Intracoastal Waterway along the
coast of the County, including 7.7 square miles which are developed or developable. The Al service area also
includes a segment of Rattlesnake Island, approximately 2.5 miles in length, south of the Matanzas Inlet along
State Road A1A. The St. Augustine Shores ("SAS") service area is bounded on the west by U.S. Highway 1, on
the east by the Matanzas River and on the north by Moulirie Creek. The System service area also includes the
Northwest Utlides I ("NWUI") service area and two minor service areas within the County--Harmony Village and
Eagle Creek.

Recently, the City declared its intent to serve a currently unserved portion of the U.S. 1 North corridor
in the unincorporated portion of the County, which overlaps a portion of the service area outlined in the County’s
1994 Master Plan. The area in question would be along a route selected by the County's engineers to close the
County's service area and thereby strengthening the system by interconnecting or "looping” the system. Should
the City be successful in obtaining that service area, the County's long range plan of a close loop system would
be impacted in that the County would be unable to add customers along the overlapped portion of the service
area.

Water System

Water Supply. The System contains seven shallow wells in the Tillman Ridge wellfield, each with
a capacity of 300 gallons per minure ("gpm") or 0.432 million gallons per day ("mgd"). That wellfield has a safe
yield withdrawal capacity of 3.02 mgd. The System also includes two deep wells located at the Tillman Ridge
water treatment plant which draw from the Floridan aquifer at a combined rate of 2,400 gpm or 3.46 mgd. Both
deep wells are currently operational. The shallow well raw water and deep well raw water are blended prior
to treatment to reduce the mineral content to a level treatable by lime softening. The Northwest utiliries system
contains two deep wells which draw from the Floridian aquifier at a combined rate of 2800 gpm or 4.02 mgd.
The Eagle Creek system contains two deeps wells which draw from the Floridian aquifier at a combined rate of
350 gpm or .5 mgd. The Harmony Village system contains two deep wells which draw from the Floridian
aquifier at a combined rate of 100 gpm or .15 mgd.
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Water Treatment. The System’s Tillman Ridge water treatment plant (completed in 1990) has a rated
capacity of 7.0 mgd. This facility provides potable water service to the System's current service areas. This
treatment plant utilizes tray aeration followed by lime softening and filtration.

The Northwest Utilities, Eagle Creek and Harmony Village water treatment plants utilize tray aeration
followed by chlorine disinfection.

Storage. The MUS service area consists of 1.0 million gallons ground storage at the previous Shore
Drive water creacment plant, a 1.5 million gallon storage reservoir at the Tillman Ridge water treatment plant,
and a 0.3 million gallon elevated tank at the [-95/State Road 16 interchange. The AI service area provides
storage by a 1.5 million gallon ground storage facility at the former 16th Street plant sire, a 0.5 million gallon
ground storage reservoir at Pope Road, and a 1.0 million gallon storage tank at Magnolia Avenue and State Road
AlA. The SAS service area provides storage in a 1.0 million gallon ground storage reservoir at Domenico Circle,
a 0.5 million galton ground storage reservoir at Alhambra Drive, and a 0.15 million gallon elevated tank at
Wildwood Drive and U.S. Highway 1.

Transmission and Distribution. The finished water ransmission system in the MUS (SR207) service
area consists of mains running southward along U.S. Highway 1 to Gamble Rogers Middle School, Old Moultrie
Road to Dobbs Road, Dobbs Road to State Road 207, and State Road 207 Allen Nease Road and Wildwood Drive
to Starte Road 207. Transmission lines were constructed to extend and loop the existing transmission system
lines. Water distribution in the MUS (SR207) service area consists of pipeline eight inches and smaller, along
with related valves and hydrants, principally in the south St. Augustine and Lightsey Road area.

The finished water transmission system in the MUS (SR16) service area consists of mains extending
from the Tillman Ridge water treatment plant to State Road 16, westerly along State Road 16 in the I-95
interchange area, then easrerly to the city limits of the City. The water distribution system for this service area
consists of eight inch and twelve inch pipeline, along with related valves and hydrants in the 1-95/SR16
interchange area and on the north side of State Road 16 going eastward from the I-95/State Road 16 interchange
and along the south side of Stare Road 16 to the City service area.

The finished water transmission system for the Al service area consists of a 10-inch pipeline from the
Shore Drive storage Facility to State Road 312, which connects the MUS service area. A booster pump station
serves to increase the main's hydraulic capacity. There is also a 20-inch finished water transmission main from
Shore Drive, to yard piping at the former Al water treatment plant on 16th Street. Such pipeline includes a
subaqueous crossing and buried pipeline at either end of the crossing. Finished water transmission also includes
mains extending southerly along State Road 3, Old Beach Road, and State Road AlA from Pope Road to the
Magnolia Avenue storage tank and pump stadon. The main travel southerly from that point along State Road
AlA to south of the Matanzas Inlet. The water transmission and distribudon system in the Al service area
consists of approximartely 549,000 linear feet of pipeline 16 inches and smaller, along with related valves and
hydrants.

The finished water transmission system in the SAS service area consists of a 10-inch main
interconnecting this service area to the MUS service area along U.S. Highway 1. The water disribution system
consists of approximately 181,000 linear feet of four-inch through eighteen-inch mains.

The finished warer system in the northwest service area consists of a 16-inch main along
International Golf Parkway, servicing the World Golf Village east and west of Interstate 95.

There is sufficient pressure in all four service areas of the System to meet demand.
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Wastewater System

A 4.0 mgd wastewater treatment plant is located in the Al service area on 16th Street. It consists of
secondary treatment with a fine-bubble diffused air, complete mix, activated sludge system, secondary
clarification, chlorination, and de-chlorination. Effluent is disposed of by surface water discharge to the
Matanzas River through 27-inch outfall pipeline or by spray irrigation at the private Marsh Creek golf course.
Filtration and high-level disinfection treatment is added to the flow routed to the golf course, with a service
capacity of 0.8 mgd. The sludge treatment process consists of gravity thickeners and a belt filter press with
disposal by transporting to Florida Enviro LP Treatment Facility, to meet PFRP or class "A" treatment process.
Wet weather as well as additional effluent capacity are met by surface water discharge (3.2 mgd maximum).
The Al service area collection system includes a major transmission force main of 12-inches along with two major
pump stations. Addirional pump stations and transmission force mains as well as approximately 3,000 linear
feet of 27-inch gravicy trunk main complete the collection system.

The MUS (SR207) wastewater treatment plant is a 0.250 mgd extended aeration activated sludge
facility which includes flow equalization, aeration, secondary clarification, fine-media filtration, and chlorination.
Effluent disposal is by spray irrigation to the County-owned Cypress Lakes golf course. Wet weather storage is
met with a 1.00 million gallon concrete effluent storage tank. The plant also includes effluent pump facilides
and a pipeline to the golf course site. Capacity at this plant is currently limited to 0.125 mgd, due to effluent
disposal constraints at the golf course. The County plans to increase effluent disposal capacity with the addition
of wetlands disposal; the cost is budgeted in the CIP plan. Transmission facilities extend from the trearment
plant site to State Road 207 service area and consist of approximately 15,800 linear feet of 16-inch pipe, 24,000
linear feet of 10-inch pipe, and a wastewater pump station. Additonally, 5,000 linear feet of 10-inch force main
were installed from South Park to Dobbs Road.

The MUS (SR16) wastewater treatment plant is a 0.5 mgd facility with advanced wastewater
trearment utilizing a Modified Ludzak-Ettinger biological treatment process with deep-bed denitrification filters,
chemical addition for phosphorous removal, chlorination and dechlorination. Effluent disposal is to an
integrated existing and man-made wetlands area near the treatmenc plant conveyed by an effluent pump station
and pipeline. The SR16 wastewater weatment plant is permitted for reuse water to the World Golf Village golf
course (.70 mgd) and landscape irrigadon (.62 mgd) for a total of 1.32 mgd of reclaimed water. A pump
station/transmissions system services this service area. One pump station has a combined pump capacity (two
pumps) of 600 gpm. The other pump station has a combined pump capacity (two pumps) of 740 gpm. The
transmission pipeline consists of 4-inch, 8-inch, 10-inch and 12-inch force mains. The above transmission system
consists of approximately 39,020 linear feet of pipeline. The collection system includes pipe size ranging from
eight to 15 inches with approximately 7,340 linear feet of pipeline.

Eagle Creek is a .084 mgd extended aeration activated sludge treatment plant consisting of tapered
aerations via coarse bubble diffusers and disinfection by liquid chlorine sodium hypochlorite. The waste activated
sludge is held in the sludge digester for hauling to the Anastasia Island waste water reatment facility. Effiuent
disposal is a rapid rate land application system consisting of four rapid infiltradon basins,
percolation/evaporation ponds, with a total bottom area of 1.32 acres. Harmony Village is a .0075 mgd extended
aeration activated sludge treatment plant consisting of 2 aeration basins, a digester, secondary clarification,
chlorination liquid chlorine sodium hypochlorite. The waste activation sludge is held in the sludge digester for
hauling to the Anastasia Island waste water treatment facility. Effluent disposal is a rapid rate land application
system consisting of 2 percolation/evaporation ponds with a total bottom area of .172 acres.

Largest Customers

Set below are the ten largest utility customers of the System for the Fiscal Year ended Seprember 30,
1998.
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Percentage of

Amount Water and
Customer Type Billed Sewer Billing
Ocean Gallery Condo $281,470 2.76%
St. Augustine Ocean &
Racquet Club Condo 137,464 1.35
Ocean Village Club Condo 137,417 1.35
Summerhouse Condo Condo 130,931 1.28
Sea Place Condo Condo 96,387 94
Four Winds Condo Condo 89,153 87
St. Augustine Beach
Holiday Inn Hotel/Motel 76,600 .75
Ocean Villas Condo Condo 76,367 75
Colony Reef Club Condo 72,739 71
Paradise Beach Resort Condo 58,586 .57

The ten largest customers together represent less than 11.33% of the total water an sewer billing.

Mandatory Connection

All new construction within the System's service areas is required to connect and remain connected
to the System when such facilities are available. Availability in general is defined as a service line within 200
feet of the property line for water service and a gravity line within 100 feet of the property line for wastewater
service.

Billing and Collection

The County's Utilities Department is responsible for customer billings and collectons. Meters are
read and billed on a monrthly basis. Automated meter reading devices are currently operadonal for all of the
meter inventory. This has helped keep the annual write-off percentage to below .6% by allowing a quicker
turnaround in the billing and collection process. The delinquency collection procedure begins on the first day
after the due date and allows ten extra days for payment. If the payment is not received at this time, the meter
is pulled, with the account being closed 30 days thereafter and within another 30 days referred for collection.

f
i

Regulation

The United States Environmental Protection Agency ("EPA") and the Florida Department of
Environmental Protection ("FDEP") promulgate various regulations governing operation of the Systen. The
System is not facing any EPA or FDEP mandated schedule for elimination of discharges, or any wastewater-
relared administrative orders or consent decree decisions. The System is currently in compliance with all
applicable regulations relating to water quality.
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Capital Improvement Program

The System's capital improvement program includes several major projects to be financed through
a combination of unit connecton fees and user fees. These projects include northwest utilides phase II,
additional shallow wells, water and force transmission mains, expansion of the wastewater treatment plant on
SR 16, and a new back wash tank for the water treatmenr plant on CR. 214.

LEGAL MATTERS

Certain legal matters in connection with the authorization, issuance and sale of the 1999 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, and for the Underwriter by its counsel, Rogers,
Towers, Bailey, Jones & Gay, P.A., Jacksonville, Florida.

LITIGATION

The County is the defendant in many lawsuits, most of which are being defended by the County's
insurance carrier. Several lawsuits seek damages that significantly exceed the County's policy limits. In one such
suit, the County is being sued for over $24 million by a developer for damages it alleges to have incurred as a
result of a dispute with the County over Counry contracts and land development regulations pertaining to impact
fees. The County's sovereign immunity liability cap is not applicable in some civil rights and contract dispute
lawsuits. Litgation exists and is also threarened pertaining to traffic concurrency and if successful could
seriously impede or prevent new development within large areas of the County. Additonally, the County is in
litigation and in administrative proceedings over the County's right to provide future water and sewer services
to currently unserved water and sewer service areas within the County.

Other than as described in the preceding paragraph, in the opinion of the County Attorney there are
no legal proceedings pending or threatened which may materially adversely affect the County's ability to perform
its obligations to the owners of the 1999 Bonds. Further, in his opinion, 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 1999
Bonds or in any way contesting the validity of the 1999 Bonds or any proceedings of the County taken with
respect to the authorization, sale or issuance of the 1999 Bonds or the pledge or application of any moneys
provided for the payment of the 1999 Bonds.

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 1999A 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
comply with all requirements of the Code that must be sadsfied in order for the interest on the 1999A 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 1999A Bonds to be included in gross income retroactive to the date of
issuance of the 1999A Bonds. ‘

Subject to the conditicon that the County comply with the pertinent requirements of the Code, under

existing law, in the opinion of Bond Counsel, interest on the 1999A Bonds will be excluded from the gross income
of the owners thereof for federal income rax purposes and will not be treated as an item of tax preference in
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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 o
certain material facts relating to the property financed and refinanced with the proceeds of the 1999 Bonds and
the applicadon of the proceeds of the 1999 Bonds.

The Code contains numerous provisions which could affect the economic value of the 1999A Bonds
to certain owners of the 1999A Bonds. The following is a brief summary of some of the significant provisions
that may be applicable to particular owners of the 1999A Bonds. Prospective owners of the 1999A Bonds,
however, should consult their own tax advisors with respect to the impact of such provision on their own tax

situatons.

The 1999A Bonds will not be "qualified tax-exemptobligations” within the meaning of Section 265(b)
of the Code. Interest on indebtedness incurred or continued to purchase or carry the 1999A Bonds or, in the
case of banks and certain other financial institutions, interest expense allocable to interest on the 1999A Bonds,
will not be deductible for federal income tax purposes.

Insurance companies (other than life insurance companies) are required to reduce the amount of
their deductible underwritng losses by 15% of the amount of tax-exempt interest received or accrued on certain
obligations, including the 1999A Bonds, acquired after August 7, 1986. If the amount of this reduction exceeds
the amount otherwise deductible as losses incurred, such excess may be includable in income. Life insurance
companies are subject to similar provisions under which taxable income is increased by reason of receipt or
accrual of tax-exempt interest, such as interest on the 1999A Bonds.

Interest on the 1999A Bonds must be included in the "adjusted current earnings" of corporations
(other than S corporations, regulated investment companies, real estare investmenr trusts, and REMICs), and
such corporations are required to include in their calculation of alternative minimum taxable income 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).

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 1999A 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 the tax years beginning after 1986. Interest on tax-exempt
obligations, such as the 1999A 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 1999A 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 if greater than 25% of the gross receipts of the S corporation consists of passive
investment income. ;

Interest on the 1999B Bonds will be treated as interest income for federal income tax purposes.
INTEREST ON THE 1999B BONDS IS NOT EXCLUDED FROM GROSS INCOME FOR FEDERAL INCOME TAX
PURPOSES. The Paying Agent will report annually (or more frequently, if required) to the owners of the 1999B
Bonds and the Internal Revenue Service the interest paid on the 1999B Bonds.
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From time to time, legislatve proposals are pending in Congress that if enacted would alrer or amend
one or more of the federal tax matters referred to above in certain respects or would adversely affect the market
value of the 1999 Bonds. It cannot be predicted whether or in what form any such proposals, either pending or
that could be introduced, may be enacted and there can be no assurance that such proposals will not apply to
the 1999 Bonds.

Florida Tax Matters

It is also the opinion of Bond Counsel that, under existing law, the 1999 Bonds and the interest
thereon are exempt from taxaton 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 in Chapter 220, Florida
Statutes, as amended.

Original Issue Discount

In the opinion of Bond Counsel, under existing law, the original issue discount in the selling price
of each 1999A Bond maturing in the years (the "Discount Bonds"), to the extent propetly allocable to
each owner of a Discount Bond, is excluded from gross income for federal income tax purposes to the same extent
that any interest payable on such Discount Bond is or would be excluded from gross income for federal income
tax purposes. The original issue discount is the excess of the stated redemption price at maturity of such Discount
Bond over the initial offering price to the public, excluding underwriters or other intermediaries, at which price
a substantial amount of such Discount Bonds were sold (the "issue price™).

Under Section 1288 of the Code, original issue discount on tax-exempt bonds accrues on a compound
interest basis. The amount of original issue discount that accrues to an owner of a Discount Bond during any
accrual period generally equals (i) the issue price of such Discount Bond plus the amount of original issue
discount accrued in all prior accrual periods multiplied by (ii) the yield to maturity of such Discount Bond
(determined on the basis of compounding at the close of each accrual period and properly adjusted for the length
of each accrual period), less (iii) any interest payable on such Discount Bond during such accrual period.

The amount of original issue discount so accrued in a particular acerual period will be considered
to be received ratably on each day of the accrual period, and will increase the owner's tax basis in such Discount
Bond. The adjusted tax basis in a Discount Bond will be used to determine taxable gain or loss upon a disposition
(e.g., sale, exchange, redemption, or payment at maturity) of such Discount Bond.

Ifa Discount Bond is purchased for a cost that exceeds the sum of the issue price plus accrued interest
and accrued original issue discount, the amount of original issue discount that is deemed to accrue thereafter
to the purchaser is reduced by an amount that reflects amortzation of such excess over the remaining term of
such Discount Bond.

As described above regarding tax-exempt interest, a portion of the original issue discount that accrues
in each year to an owner of a Discount Bond may result in certain collateral federal income tax consequences.
In the case of a corporation, such portion of the original issue discount will be included in the calculation of the
corporation's alternative minimum rax liabilicy, the environmental tax liability and the branch profits tax liability.
Corporate owners of any Discount Bonds should be aware that the accrual of original issue discount in each year
may result in an alternative minimum tax liability, an environmental tax liability or a branch profits tax liability
although the owners of such Discount Bonds will not receive a corresponding cash payment undl a later year.
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Owmers of Discount Bonds who did not purchase such Discount Bonds in the inidal offering at the
issue price should consult their own tax advisors with respect to the tax consequences of owning such Discount
Bonds.

Owmners of such Discount Bonds should consult their own tax advisors with respect to state and local
tax consequences of the Discount Bonds. It is possible that under the applicable provisions governing the
determination of state and local income taxes, accrued original issue discount on the 1999 Bonds may be deemed
to be received in the year of accrual, even though there will not be a corresponding cash payment until a later
year.

RATINGS

Moody's Investors Service and Standard & Poor's Ratings Services have assigned their municipal bond
ratingsof " "and"___," respectively, to the 1999 Bonds with the understanding thar upon delivery of the
1999 Bonds, the Policy will be issued by the Insurer. The Bonds have also been rated "A-3" by Moody's Investors
Service nor taking into account the issuance of the Policy. 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 ratng agencies.
There is no assurance that such rartings will be in effect for any given period of time or that they will not be
revised downward or withdrawn entirely by the rating agencies, if, in the judgment of the agencies,
circumstances so warrant. Any such downward revision or withdrawal of such rarings may have an adverse
effect upon the market price of the 1999 Bonds.

UNDERWRITING

William R. Hough & Co., (the "Underwriter") has agreed, subject to certain customary conditions to
closing, to purchase the 1999 Bonds from the County at par less an aggregate underwriting discount of §
and an original issue discount of $ . The Underwriter will be obligated to purchase all of the 1999
Bonds if any such 1999 Bonds are purchased. The public offering prices may be changed, from dme to time, by
the Underwriter. ‘

FINANCIAL ADVISOR

The County has retained Public Financial Management, Inc., Fort Myers, Florida, as Financial Advisor
(the "Financial Advisor") in connection with preparation of the County's plan of financing and with respect to
the authorizaton and issuance of the 1999 Bonds. The Financial Advisor is not obligated to undertake and has
not undertaken to make, an independent verification or to assume responsibility for the accuracy, completeness
or fairness of the information contained in the Official Statement. Public Financial Management, Inc. is a
financial advisory and consulting organization and is not engaged in the business of underwriting, marketing
or trading of municipal securides or any other negotiable instruments.

ANNUAL FINANCIAL REPORT
The Comprehensive Annual Financial Report of the County for the Fiscal Year ended September 30,

1998, reproduced herein as Appendix 4, is an integral part of this Official Statement. The securicy for the 1999
Bonds is limited to the Pledged Funds as described under "AUTHORITY AND SECURITY FOR THE 1999 Bonds."

INVESTMENT POLICIES

18



The County has detailed written investment policies which it follows. The principal investment
objectives of the County are to achieve safety, liquidity, and yield, in that priority.

YEAR 2000 COMPUTER CONCERNS

The year 2000 (Y2K) issue concerns electronic data processing systems and other related equipment
which may experience critical problems at 12:00 am on January 1, 2000 and thereafter. Many, particularly
older, computer programs (including embedded microprocessors) used only the last two digits in designadng
the calendar year, and, as a result, will not be able to distinguish berween the year 2000 and the year 1900. This
may in turn cause these programs to process data inaccurately or to stop processing or functioning altogether.
In addition, although somewhat secondary, some programs may not be properly able to detect the year 2000 as
a leap year.

In order to address the operational risk, the County has been working on a compliance plan involving
evaluation, assessment, and correction of all computer relared systems including: super mini-computer systems,
workstations, personal computer hardware and software applications, as well as data interfaces into and out of
the County-mainrained systems. Mainframe hardware, software, and application code; personal computers and
network servers; building and telephone systems; and embedded microprocessors in facilities and equipment are
all being reviewed and addressed by the relevant deparunents within the County.

As of January 1, 1999, 33 of 52 in-house applications have been reviewed by the County’s
Information Systems staff and modified when necessary for Y2K compliance with a mid-1999 completon date
for the remaining in-house applications. Currently in process, is a county-wide physical inventory conducted by
Information Systems staff for each deparoment primarily of personal computers, but also other elecoronic related
devices, for Y2K compliance which is scheduled for completion by April 1999. The County has also taken careful
action in reviewing and obtaining outside software vendors’ compliance statements. For example, the
budget/finance and payroll system software from an ourside vendor has been determined Y2K compliant. As
another example, Fire Rescue and Emergency Medical Services (including billing), has been determined Y2K
compliant. However, for the latter, the Sheriffs dispatch system is still awaiting further “test bed” validadon.
The above-mentioned physical inventory will also determine if any remaining critical Board systems need further
remediation. However, the County does not at this time foresee any cridcal County system which will notbe Y2K
compliant.

The County is working with third parties with which it conducts business, surrounding jurisdictions,
and the State of Florida to undersrand the level of compliance that can be reasonably expected on the part of
those entities. This will allow the County to accommodate its needs and minimize any disruption of Board
services that could occur.

While the County believes its efforts to address year 2000 issues is sufficient and timely, itis in the
process of developing a contingency plan to address the year 2000 disruptions for critical functions.

The County does not project significant additional costs to further address year 2000 issues because
it has been following a recent practice of regular annual replacement or upgrades of computer hardware and
software. As a resulr, current estimates are that the furure costs to the County (excluding staff dme) will be less
than $100,000 to address further year 2000 compliance issues.

Since the year 2000 issue is unprecedented, its effects and the success of related remediation efforts
will not be fully determinable until the year 2000 and thereafter. Management cannot assure thar the County’s
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systems are or will be year 2000 ready, that the County’s remediation efforts will be successful in whole or in
part, or that parties with whom the County does business will be year 2000 ready.

CONTINUING DISCLOSURE

The County has covenanted in the Resolution to provide certain financial information and operating
data relating to the County by not later than 270 days following the end of the County's Fiscal Year (which
currently ends September 30) (the "Annual Report”), commencing with the report for the Fiscal Year ending
1999, and to provide notices of the occurrence of certain enumerated events, if material. The Annual Report will
be filed by the County with each natonally recognized municipal securites information repository and with the
appropriate state informaton depository, if any (the "State Depository"), designated as such by the State of
Florida for purposes of Rule 15¢2-12(b)(5) (the "Rule") adopted by the Securities and Exchange Commission
under the Securities Exchange Act of 1934, as amended. The notices of material events will be filed by the
County with (i) each natonally recognized municipal securities information repository or the Municipal
Securities Rulemaking Board and (ii) the State Depository. The specific nature of the information to be
contained in the Annual Report and the notices of material events is summarized in "APPENDIX D - Summary
of Continuing Disclosure Certificate." These covenants have been made in order to assist the Underwriter in
complying with the Rule.

MISCELLANEOUS

All information included 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 inscrument. 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 the Official Statement and the Appendices attached hereto
involve matters of opinion or of estimates, whether or not expressly stated, they are set forth as such and not as
representarions of fact, and no representation is made that any of the estimates will be realized.

Florida law provides for the exemption from registration of certain government securities (including
the 1999 Bonds), provided that, if the issuer thereof has been in default at any tdme after December 31, 1975
as to principal or interest on any obligation, its securities may not be offered or sold in Florida pursuant to this
exemption except by means of an offering circular containing a full and fair disclosure of such defaults, as
prescribed by rules of the Florida Department of Banking and Finance (the "Department”). Under the rules of
the Department, the prescribed disclosure is not required if the information is not an appropriate disclosure
because such information would not be considered marerial by a reasonable investor. The County is notand has
not been in default as to principal and interest on non-conduit bonds or other non-conduit debt obligations which
it has issued or guaranteed. Although the County is not aware of any other defaults, it is not undertaking an
independent review of bonds or other debt obligations for which it served only as a conduit issuer. Because the
source of payment for any such defaulted bonds would be separate and distinct from the source of payment for
the 1999 Bonds and would not be an obligation of the County other than to the extent the County receives funds
from the party borrowing the proceeds of such bonds, any default on such bonds is not considered a material fact
with respect to the 1999 Bonds. i

AUTHORIZATION OF AND CERTIFICATION CONCERNING OFFICIAL STATEMENT

The delivery of this Official Statement has been duly authorized by the Board of County
Commissioners of the County. Concurrently with the delivery of the 1999 Bonds, the undersigned or the then
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Chairman or Vice Chairman of the Board will furnish his or her certificate to the effect that, to the best of his or
her knowledge, this Official Statement did not as of its date and does not as of the date of the delivery of the
1999 Bonds, contain any untrue stacement of a material fact or omit to state a material fact which shouid be
included therein for the purposes for which this Official Statement is to be used, or which is necessary in order
to make the statements made herein, in light of the circumstances in which they were made, not misleading.

BOARD OF COUNTY COMMISSIONERS OF
ST. JOHNS COUNTY, FLORIDA

By:
Chairman
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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 617 square miles and is located in the northeast region
of the Stare of Florida. The 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 Councy, and on the east by the Adantic Ocean.

There are three incorporated municipalides located in the County: St. Augustine, Hastings and St. Augustine Beach.
St. Augustine, which was founded in 1565, is the oldest permanent European settlement in the United States and is the county seat.

A small portion of the municipality of Marineland (primarily located in Flagler County) on which no improvements are located is
also a part of the County.

Population

St. Johns County currently ranks 31st out of Florida's 67 counties in total gross population and ranks 11th starewide
in the percentage change in populadon growth from 1990 to 1997.

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

Year Population
1970 U.S. Census 31,035
1980 U.5. Census 51,303
1990 U.S. Census 83,829
1991 86,118
1992 88,417
1993 91,197
1994 94,758
1995 97,695
1996 101,729
1997 102,116
1998 109,894

Source: U.S. Bureau of the Census; Florida Executive State Data Center, Office of the Governor, "Florida Populadon Estimate by County,”
September 1998.

Commerce and Industry

A combination of historical significance, favorable climate, and available recrearional facilides including public beaches,
golf courses, tennis courts, and cultural events has made the County a natonal and international tourist destinaton attracting more
than a million visitors annually.

The County is home to a number of state, national and international business and sports organizadons all contribudng
to a stable economy. Among those headquartered in the County are the PGA Tour, Inc., Association of Tennis Professionals, Flagler
College, Florida School for the Deaf and Blind, Florida National Guard, and Florida East Coast Railway. The World Golf Village
opened to the public in May 1998. This complex, in the narthwestern part of the County, is the home of the World Golf Hall of
Fame, World Golf Village Resort Hotel, and the St. Johns County Convention Center. The initial usage of the complex has been
below projections. -1

While tourism ranks highly in the economy, manufacturing and commercial activities, including food processing,
airplane modification and repair, book binding, aluminum extrusion and commercial fishing play key roles,
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Agriculture

Agribusiness remains a key sector of the state and the northeast region's economy. Agriculture is a major industry in
the County and in 1997 provided the County with an estimated value of $64.6 million.

St. Johns County is known as the poraro and cabbage capital of Florida, and leads the other counties in Florida in vaiue
of these products. Agriculture commodities produced in the Counrty and their respective values for 1998 are as follows:

Poraroes $54,406,000
Cabbage 5,009,000
Forest Products 19,600,000
Ormnamental Horticulture 4,000,000
Miscellaneous Agriculrure (Onions, Corton, Erc.) 2,000,000
Field Crops (Corn, Corn Silage & Hay) 1,500,000
Livestock 802.000
Total $87,317,000

Source: Florida Department of Agriculture St. Johns County Extension Service, as of January 1998.

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 agriculrure products described above.

Employment

The following table shows the average monthly employment by category for the second quarter ended June 1997.

St. Johns Coun

Number of Percentage of

Distribution Employees Total
Manufacruring 3,672 10.25%
Consmuction 1,666 4.65
Transportadon, Communications

& Undlides 692 1.93
Wholesale Trade 1,359 3.79
Rerail Trade 9,152 25.55
Finance, Insurance and Real Estare 1,277 3.57
Services 11,078 3093
Government 5,823 16.26
Agriculture 1,020 2.85
Nonclassifiable 80 .22
TOTAL 35,819 100.00%

Source: State of Florida, Department of Labor and Employment Security.
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Major Employers

The following table shows some of the major employers in St. Johns County and their approximate level of employment
as of September 1998,

Approximate
Establishment Product Employment
St. Johns County School Board Education 2,902
Northrup Grumman Aircraft Overhaul 1,440
and Modification
Flagler Hospital Health Care 1,100
St. Johns County County Government 1,100
Florida School for the Educational Insdtution 638
Deaf and Blind
V.AW. of America, Inc. Aluminum Extrusion 550
Luhrs Corporaton : Pleasure Crafts/Sport 400
Fishing Boats
Florida Department of Florida National Guard 340
Military Affairs Headquarters
Tree of Life, Inc. Health Food 232
Dismibutor
Florida East Coast Railway Intrastate Railroad 167
Freight & Express

Source: St. Augustine and St. Johns County Chamber of Commerce.
Tourism and Recreation

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

Transportadon Facilides

Air: Commercial airline service is available at the Jacksonville Internadonal 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 to St. Augustine by Greyhound with 5 northbound and 11 southbound buses each day.

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

Waterways: The Manranzas Bay provides access to the St. Augusl:ine Inlet, the Inmracoastal Waterway and the Atlandc
Ocean. The nearest deep water port is in Jacksonville.
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Health Care Facilities

Medical facilities are provided by Flagler Hospital, which has 272 beds. There are approximately 110 physicians in
the area, including specialists in most fields. The County has five nursing homes; two of which are funded by the County and three
of which are private establishmenes. There is also the University of St. Augustine for Health Sciences. Programs offered are physical
therapy and occupational therapy.

Educaton

The public school system is operated by the St. Johns County School Beard. There are twelve elementary schools, five
middle schools, two high schools, one discipline program school (grades 6-12}, two elementary parochial schools, a parochial high
school, a tri-county Vocational and Technical Center, St. Johns River Community College, and Flagler College, which is a four-year
liberal arts institution in which more than 1,300 students are enrolled. The Stace operates the Florida School for the Deaf and Blind
in St. Augustine, with primary school through senior high school levels.

Source: St. Augustne and St. Johns Counry Chamber of Commerce.

St. Johns County, Florida
Civilian Labor Force

{unadjusted)
Civilian State

Fiscal Labor Unemployment Unemployment

Year Force Employment Unemployment Rate Rate
1987/88 38,781 36,761 2,020 5.2% 5.0%
1988/89 39,288 37,030 2,258 5.7 56
1989/90 40,011 37,761 2,250 5.6 5.9
1990/91 40,510 37,889 2,621 6.5 73
1991/92 39,962 37,048 2,914 7.3 71
1992/93 46,078 43,215 2,863 62 7.0
1993/94 47,484 44,701 2,783 59 6.6
1994/95 47,692 45,552 2,140 4.5 58
1995/96 53,302 51,750 1,552 29 5.1
1996/97 55,661 54,094 1,567 2.8 4.2
1998 58,086 56,635 1,451 2.5 4.1
March 1999 58,913 57,411 1,502 2.5

Source: Florida Deparmment of Labor and Employment Security, Bureau of Research and Information and the Economic Development
Council of St. Augustine & St. Johns County Chamber of Commerce
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St. Johns Councy, Florida
Taxable Assessed Property Valuadons

Total Taxable
Non-Exempt Non-Exempt Non-Exempt Assessed
Real Prdfiera Personal Utiliries Property
Valuaffens Valuarions Railroad Valuatons
1988/89 $2,462,581,761 $244,414,748 $13,395,647 $2,720,392,156
1989/90 2,913,060,062 271,870,308 11,858,243 3,196,788,613
1990/91 3,200,364,647 299,669,118 12,107,655 3,512,141,420
1991/92 3,399,910,947 307,882,418 11,995,281 3,71%,788,646
1992/93 3,504,853,905 300,136,448 8,979,760 3,813,970,113
1993/94 3,746,646,651 301,885,084 9,448,364 4,057,980,099
1994/95 4,000,055,855 317,459,944 12,768,651 4,330,284,450
1995/96 4,336,130,363 338,279,655 12,176,831 4,686,586,849
1996/97 4,597,639,793 353,147,333 11,966,300 4,962,753,426
1997/98 5,151,257,542 380,758,444 15,038,418 5,547,054,404
Source: St. Johns County Property Appraiser
St. Johns County, Florida
Ad Valorem Tax Levies and Collections

Tax Delinquent
Roll Property Total Tax % of Levy Tax
Year Taxes Levied Collections' Collected? Uncollecred
1983 $ 23,677,638 $ 23,320,383 98.4%% $357.255
1984 25,229,244 24,805,582 98.32 423,662
1985 31,295,519 31,042,190 99.19 253,329
1966 35,941,927 35,594,355 99.03 347,572
1987 40,160,327 39,785,685 99.07 374,642
1968 46,313,747 45,855,152 99.01 458,595
1989 59,828,202 58,709,509 98.13 1,118,693
1990 66,515,233 65,324,133 96.21 1,191,100
1991 70,079,557 69,486,147 89.15 593,410
1992 72,993,958 72,455,946 99.26 538,012
1993 75,800,471 75,566,764 99.79 157,336
1994 84,136,894 83,741,187 5953 186,968
1995 91,051,729 90,542,605 99.64 200,288
1996 94,114,247 93,612,311 99.47 267,063
1997 106,030,927 105,850,651 99.83 191,998

! Aggregare amount of tax collecdons as of close-out of fiscal year ended Seprember 30, which includes the aggregate amount of
discounts actually taken by taxpayers as allowed by Florida law. A 4% discount is allowed if the taxes are paid in November with
the discount declining by 1% each month thereafter. Total tax collections include current taxes paid, tax cerdficate proceeds,
delinquent tax payments upon raxable personal property and any prior period payments on Counry-held tax cerdficates.

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

Source: State of Florida, Department of Revenue, Florida Ad Valorem Valuations and Tax Darta.



Direct Debt

Limired Ad Valorem Tax
Refunding Bonds, Series 1594

Water and Sewer
Revenue Bonds,

Series 1989

Water and Sewer Revenue
Bonds, Series 1990B-1 and
Series 1990B-11

‘Water and Sewer Revenue Bonds,
Series 1991A

Water and Sewer Revenue and
Refunding Bonds, Series 1996

Water and Sewer Revenue
Refunding Bonds, Series 1998

Water and Sewer Revenue Refunding
Bonds, Series 1999A

Water and Sewer Revenue Refunding
Bonds, Series 19998

State Revolving Loan Fund Agreement

Sales Tax Revenue Refunding
Bonds, Series 1998

Sales Tax Revenue and Refunding
Bonds, Series 1994

Capital Improvement Revenue Bonds,
Series 1998

Transportation [mprovement
Revenue Refunding Bonds, Series 1992

Taxable Conventdon Center Revenue
Bonds, Series 1996

Total Direct Debt

1 Assessment debr not included.
* Preliminary; subject to change.

ST. JOHNS COUNTY, FLORIDA
NET DEBT STATEMENT
as of May 1, 1999
(Adjusted to give effect to the issuance of the 1999 Bonds
and the redemption of the Refunded Bonds)*

General Non-Sell

Obligadon Supporting
Bonds Revenue Bonds

$ 6,725,000

10,750,000
9,610,000
8,240,000
16,990,000
$ 6,725,000 $45,590,000
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Self
Supporung
Revenue Bonds

$ 6,210,000

2,125,000

11,010,038

19,215,000

2,225,000

9,510,000~

4,780,000*

1,762,342

3,120,000

$59,957,380



Underlying Debt
City of St. Augustine, Florida

Water and Sewer Revenue
Refunding Bonds, Series 1993(A)}

Water and Sewer Revenue
Refunding Bonds, Series 1995(B)

Water and Sewer Revenue
Refunding Bonds, Series 1996

Public Service Tax and
Guaranteed Entitdement Revenue
Bonds, Series 1992

Public Service Tax and
Guaranteed Entitlement Revenue
Refunding Bonds, Series 1995
Town of Hastings, Florida
Water and Sewer Bonds
($982,745 less $28,678 in
Reserve Fund)

Library Constuction Note

School District of St. Johns
Counry, Florida

General Obligation Refunding
Bonds

Certificate of Participation,
Series 1993

Total Underlying Debt

Total Direct and
Underlying Debt

General
Obligation
Bonds

$36,965,000

$36,965,000

$43,690,000
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Non-Self
Supporting
Revenue Bonds

$ 6,610,000

2,320,000

18,450,000

$27,380,000

$72,970,000

Self
Supportng

Revenue Bonds

$16,000,000

645,000

7,225,000

954,067

275,976

$25,100,043

$85,057,423



DEBT RATIOS

Direct and Underlying General Obligation Debt $ 43,690,000.00
Per Capita $ 397.56
As a Percent of Taxable Assessed Valuation .79%
As a Percent of Total Assessed Valuation .53%
Direct and Underlying General Obligadon and

Non-Self Supporting Revenue Debt $ 116,660,000.00
Per Capim 3 1,061,57
As a Percent of Taxable Assessed Valuation 2 1%
As a Percent of Total Assessed Valuation 1.41%
1997 St. Johns County Population Estimate 109,894
1997 Taxable Assessed Valuation for St. Johns County $5,547,054,404.00
1997 Total Assessed Valuation for St. Johns Councy $8.237,250,242.00

Police and Fire Protection

St. Johns County is served by the Sheriffs Office, which has approximately 400 full- and part-ime employees including deputies,
the detectve division, communicarions, jail and adminisorative personnel. There are sixteen fire stations operating within the County, served by
volunteers. The County operates a special rescue unit manned by rained emergency medical technicians.

Government

The Board of County Commissioners of St. Johns County is organized under Ardcle VIII of the Constitution of the State of Florida
which empowers the creadon of coundes as a political subdivision of the state. St. Johns County is a nonchartered county and has the power of .
self government as provided by general and special law through county ordinances. Under the Consdtution of the State of Florida, the offices of
Clerk of Court, Property Appraiser, Sheriff, Tax Collector and Supervisor of Elections are specifically authorized and empowered to pravide their
functional services independently of the Board. The Board of County Commissioners of the County enacted an ordinance which established the
office of the County Administrator, who serves as the Chief Administrative Officer of the County and is responsible for the adminisiration of County
departments, services and agencies as authorized by the Board of County Commissioners. The County School Board is a separately organized taxing
entty not under the jurisdiction of the Board of County Commissioners and has specific legislative authority granted by the Constitution. The Board
of County Commissioners is a five-member body elected countywide. The Board serves as the taxing authority for cerrain entities authorized by
the Constitution of the State of Florida including the constitutional officers and special taxing districts that are authorized under legisladon and
approved by the Board of County Commissioners. Certain dependent county taxing districts also come under the purview of the Board's taxing
limitations. The current general taxing limitation for the Board of County Commissioners is ten mills plus an additional ten mills in municipal
service taxing or benefit units in unincorporated areas of the County, as authorized by the Legislature. A mill generates one dollar of tax for every
one thousand dollars of taxable value.

M:\DocUDoc\St Johns County Water & Sewer Refunding, 1999\Preliminary Official Staremenc\Document Custedian\Current Document\Corel WordPerfect Suire
B\Preliminary Official Scaternent - Unmarked
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EXHIBIT B

DRAFT BOND PURCHASE AGREEMENT



Draft of April 22, 1999

BOND PURCHASE AGREEMENT
May __ , 1999

Board of County Commissioners
of St. Johns County, Florida
St. Johns County Administration

Building
4020 Lewis Speedway
St. Augustine, Florida 32095

Re: St. Johns County, Florida, $_ ,000,000 Water and
Sewer Revenue Refunding Bonds, Series 1999A and
$_,000,000 Taxable Water and Sewer Revenue
Refunding Bonds, Series 1999B

Ladies and Gentlemen:

The Underwriter hereby delivers as Attachment I hereto
the disclosure statement required by Chapter 218, Part III, Florida
Statutes and proposes to purchase all of the Bonds from the County
and to make a public offering of the Bonds subject to the
acceptance of this proposal by the County on or before 5:00 o'clock
p.m. local time then prevailing in S5t. Augustine, Florida, on the
date hereof and subject to the following provisions:

Section 1. Definitions. The following terms shall have
the following meanings in this Agreement unless another meaning is
plainly intended:

(a) "Accountants" means Deloitte & Touche LLP independent
certified public accountants;

(b) "Agreement" means this Bond Purchase Agreement
between the Underwriter and the County;
{

(c) "Bond Counsel" means Foley & Lardner;

{d) "Bonds" means the County's $_,000,000 Water and
Sewer Revenue Refunding Bonds, Series 199%A (the "1999A Bonds") and
$ ,000,000 Taxable Water and Sewer Revenue Refunding Bonds, Series
1999B. The Bonds shall be issued under and secured as provided in



Board of County Commissioners
of St. Johns County, Florida

May _ , 1999

Page 2

the Resolution, shall be dated as of , 1999 and shall have
the maturities and interest rates as set forth on Annex A hereto;

{e) "Closing" refers to the transaction at which the
Bonds are delivered by the County to the Underwriter, and paid for
by the Underwriter, pursuant to this Agreement;

(f) "Closing Documents™” means the documents described in
Section 8 hereof and required to be delivered to the Underwriter at
the Closing;

(g) "Code" means the Internal Revenue Code of 1986, as
amended, and the regulations promulgated thereunder and otherwise
in effect;

(h) "County" means St. Johns County, a political
subdivision organized and existing under the laws of the State of
Florida;

{i) "County's Counsel" means James G. Sisco, Esquire;

(3) "Escrow Agreement” means the Escrow Deposit
Agreement between the County and First Union National Bank, as
escrow holder thereunder relating to the defeasance of the Refunded
Bonds;

{k} "Financial Agreements" means the two Debt Service
Reserve Fund Policy Agreements between the County and Financial
Guaranty Insurance Company relating to the Reserve Account
Insurance Policies (as defined in the Resolution;

(1) "Final Official Statement” means the Official
Statement of the County, relating to the Bonds, dated the date
hereof;

(m) "Official Statements™ means the Final Official
Statement and the Preliminary Official Statement;

(n) "Preliminary Offic;al Statement” means the
Preliminary Official Statement of the County relating to the Bonds
dated April _ , 1889;



Board of County Commissioners
of 5t. Johns County, Florida

May _, 1999
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(0) "Refunded Bonds" means the County's $12,725,000
principal amount of the County's Water and Sewer Revenue Bonds,
Series 1990B-I maturing June 1, 2002 through June 1, 2011;

(p) "Resolution" means Resolution No. 89-84 of the
County, as amended and supplemented, particularly as supplemented
by Resolution No. 99~ , authorizing the issuance of the Bonds;

() "Underwriter" means William R. Hough & Co., acting
for and on behalf of itself and such other securities dealers, if
any, as may from time to time be designated by the Underwriter;

(r) "Underwriter's Counsel" means Rogers, Towers,
Bailey, Jones & Gay, P.A.

Section 2. Purchase Price. Upon the terms and condi-
tions and upon the basis of the representations herein set forth,
the Underwriter shall purchase and the County shall sell all, but
not less than all, of the 199%A Bonds at an aggregate purchase
price of $ (net of an underwriting discount of $
and an original issue discount of $ } plus accrued
interest thereon from May 1, 1999 to the date of Closing and of the
1999B Bonds at an aggregate purchase price of § (net of an
underwriting discount of $ and an original issue discount
of $ ) plus accrued interest thereon from May 1, 1999 to
the date of Closing.

Section 3. Public Offering. The Underwriter shall make
a bona fide public offering of the Bonds at prices not in excess of
the initial offering price or prices (or at yields not lower than
the yield or yields) set forth in the Final Official Statement,
plus accrued interest on the Bonds. The Underwriter represents
that, based on prevailing market conditions, they have no reason to
believe that any of the Bonds will be initially sold to the public
(excluding bond houses, brokers or similar organizations acting in
the capacity of underwriters or wholesalers) at prices greater than
the prices (or yields lower than the yields) shown on the cover of
the Final Official Statement, plus accrued interest. The
Underwriter shall sell at least 10% :of the Bonds of each maturity
to the public (excluding such bond houses, brokers or similar
persons or organizations acting in the capacity of underwriters or
wholesalers) at initial offering prices not greater than the
respective prices shown on the cover of the Final Official
Statement, or in the case of discount obligations sold on a yield
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basis, at yields no lower than the yields shown on such cover, plus
accrued interest on the Bonds. The Underwriter reserves the right
to change such initial public offering prices as the Underwriter
deems necessary in connection with the marketing of the Bonds.

Section 4. Good Faith Check. Delivered to the County
herewith is a good faith check payable to the order of the County
in the amount of $ as security for the performance by the
Underwriter of its obligation to accept and pay for the Bonds on
the Closing Date referred to in Section 7 hereof (the "Closing
Date") in accordance with the provisions hereof. The County shall
hold such check uncashed until the Closing Date. The proceeds of
such check is hereinafter called "Earnest Money." In the event of
the Underwriter's compliance with its obligations hereunder, the
uncashed good faith check shall be returned to the Underwriter on
the Closing Date upon payment to the County as provided in Section
8 hereof, of the aggregate purchase price of the Bonds plus accrued
interest. In the event of the County's failure to tender the Bonds
on the Closing Date, or if the County shall be unable on the
Closing Date to satisfy the conditions to the obligations of the
Underwriter contained herein, or if the obligations of the Under-
writer shall be terminated for any reason permitted by this
Agreement, the uncashed good faith check shall be immediately
returned to the Underwriter. If the Underwriter fails (other than
for a reason permitted hereunder) to accept and pay for the Bonds
upon tender thereof by the County on the Closing Date as herein
provided, the County may cash the good faith check and the Earnest
Money shall be retained by the County as and for full agreed upon
liquidated damages to the County, and not as a penalty, for such
failure; it being understood and agreed by the parties hereto that
the actual amount of damages caused by such failure to accept and
pay for the Bonds may be difficult to ascertain.

Section 5. Representations of County. The County
represents to the Underwriter that: (a) on the date hereof and on
the date of the Closing, unless disclosed in the Final Official
Statement, the statements and information contained in the Official
Statements are and will be true and complete in all material
respects, and the Official Statements do not and will not omit any
statement or information which is necessary to make the statements
and information therein, in light of the circumstances under which
they are made, not misleading; (b} the Official Statements do not
and will not omit any information with respect to the County or its
business, properties and affairs which might in a material respect
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adversely or unfavorably affect the transactions contemplated by
the Official Statements; (c) when delivered to and paid for by the
Underwriter at the Closing in accordance with the provisions of
this Agreement, the Bonds will have been duly authorized, executed,
issued and delivered by the County and, upon being manually
authenticated by the Registrar, will constitute valid, binding and
enforceable obligations of the County of the character referred to
in the Official Statements, in conformity with, and entitled to the
benefit and security of, the Resolution, except that the
enforceability of such obligations are subject to applicable
bankruptcy, reorganization, insolvency and other similar laws
affecting creditors' rights generally; (d) the County is empowered
and has been duly authorized to enter into this Agreement, to adopt
the Resolution and to enact Ordinance 86-892, as amended; (e) the
execution and delivery of this Agreement, the Escrow Agreement, the
Bonds and compliance with the provisions thereof, under the
circumstances contemplated herein and therein, will not in any
material respect conflict with or constitute on the part of the
County a breach of or default under any agreement or other
instrument to which the County is a party, or any existing law,
administrative regulation, court order or consent decree to which
the County is subject; (£f) the County has not been notified of any
listing or proposed listing by the Internal Revenue Service to the
effect that it is a bond issuer whose arbitrage certifications may
not be relied upon; (g) the County has never been in default at any
time after December 31, 1975, as to principal of or interest on any
obligation pledging the ad valorem taxes or the revenues of the
County which it has issued, and to the best of its knowledge, has
never been in default at any time after December 31, 1975, as to
principal or interest on any other obligation which it has issued;
(h) all approvals, consents and orders, if any, of any governmental
body having jurisdiction in any matter which would constitute a
condition precedent to the performance by the County of its
obligations under the Resolution and this Agreement have been
obtained and are in full force and effect; (i) subsequent to the
date of the last audited financial statements contained in the
Official Statements, there have been no material adverse changes in
the assets, liabilities or condition of the County, financial or
otherwise, and neither the business, the properties, nor the
affairs of the County have beenf adversely affected in any
substantial way as the result of any fire, explosion, accident,
strike, riot, flood, windstorm, earthquake, embargo, war or act of
God or of the public enemy; (j) the County has obtained all
consents, approvals, authorizations or other orders of all
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municipal, state or regulatory authorities required for the
operation of the System (as defined in the Resolution); and (k} the
Preliminary Official Statement is deemed final within the meaning
of Rule 15c2-12 under the Securities Exchange Act of 1934, as
amended, as of its date, except for omissions of no more than the
following information: the offering price({s), the 1interest
rate(s), selling compensation, aggregate principal amount, amount
per maturity, delivery date, ratings and other terms depending on
such matters.

Section 6. Final Official Statement; Public Offering.
The County shall prepare and deliver to the Underwriter as promptly
as practicable, but in any event, not later than within seven (7)
business days after the acceptance by the County of this Agreement
200 copies of the Final Official Statement, together with all
supplements and amendments thereto, substantially in the form of
the Preliminary Official Statement, with only such changes therein
as shall have been accepted by the Underwriter (acceptance to be
conclusively presumed by the Underwriter's payment for the Bonds),
ten copies of which shall be signed on behalf of the County by the
Chairman or the Vice Chairman of its Board of County Commissioners.
The County agrees that the Official Statements and copies of the
Resolution and comparative financial statements of the County may
be used by the Underwriter in the public offering of the Bonds; and
that they will cooperate with the Underwriter if the Underwriter
decides to gualify the Bonds under the securities acts of any
state; provided, however, the County shall not be required to
register as a dealer or broker in any such state or to qualify to
do business in connection with any such qualification of the Bonds
for sale in any state.

Section 7. Closing, Delivery and Payment. The Bonds
shall be printed or lithographed on steel engraved borders as fully
registered Bonds in the denomination of $5,000 each or integral
multiples thereof as requested by the Underwriter prior to the
Closing, and shall be made available for checking and packaging by
representatives of the Underwriter in New York, New York, at a
place designated by the Underwriter,’ not less than 24 hours prior
to the Closing. !

The Closing shall be held beginning at 9:00 o'clock a.m.,
May _ , 1999, at the offices of Foley & Lardner, Jacksonville,
Florida, or at such later time and other place as is mutually
agreeable to the Underwriter and the County. At the Closing, the
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Underwriter shall accept the delivery of the Bonds from the County
and shall make payment therefor as provided herein in immediately
available funds upon (i) tender of the definitive Bonds to the
Underwriter by the County; and (ii) the delivery by the County to
the Underwriter of all of the Closing Documents.

Section 8. Closing Documents. The Closing Documents
shall consist of the following, each properly executed, certified
or otherwise verified, dated as of the date of Closing, and in such
form, as may be satisfactory to Bond Counsel, the Underwriter and
Underwriter' Counsel, including, but not limited to, the matters
hereinafter set forth:

{a) A certified copy of (i) the Resolution and (ii)
Oordinance 86-89, both as amended and supplemented to the date of
Closing;

(b) The County's closing certificate confirming (i) the
representations made by the County herein; (ii) other than as
disclosed in the Final Official Statement, that there 1is no
litigation pending or, to its knowledge, threatened to restrain or
enjoin the issuance or delivery of the Bonds or in any way
contesting or affecting any authority for the issuance of the
Bonds, or the validity of the Bonds, the Resolution, or in any way
contesting the existence or the powers of the County; (iii) other
than as disclosed in the Final Official Statement, that there is no
litigation pending or, to its knowledge, threatened against or
affecting the County or involving any of the businesses, properties
or affairs of the County which involves the possibility of any
judgment or liability which may result in any material adverse
change in the properties, businesses or assets or in the condition,
financial or otherwise, of the County; (iv) the application of the
proceeds of the sale of the Bonds as described in the Resolution;
and (v) other than as disclosed in the Final Official Statement the
adoption and present effectiveness of all reasonable resolutions or
ordinances of the County requested by Bond Counsel and
Underwriter's Counsel, in connection with the transactions
contemplated hereby, together with copies of said resolutions and
ordinances:; '

(c} Evidence satisfactory to Bond Counsel to the effect
that Section 5.02 of the Resolution has been complied with to
enable the Bonds to be on a parity as to lien on the Pledged Funds
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{(as defined in the Resolution) with all bonds issued and
outstanding under the Resolution;

(d} The unqualified approving opinion of Bond Counsel,
dated the date of Closing, substantially in the form of Appendix E
of the Preliminary Official Statement;

(e) An opinion of Bond Counsel in form satisfactory to
the Underwriter and Underwriter's Counsel regarding the federal
income tax treatment of the original issue discount, if any;

(£} A reliance letter of Bond Counsel, dated the date of
Closing, addressed to the Underwriter to the effect that the
Underwriter may rely on the opinions of Bond Counsel described in
paragraphs (d) and (e) above as if such opinions were addressed to
it;

(g) A supplemental opinion of Bond Counsel, dated the
date of Closing, addressed to the Underwriter and the County to the
effect that the information contained in the Final Official
Statement under the headings "SUMMARY STATEMENT--Authority and
Security for the 1999 Bonds,™ "REFUNDING PLAN," "DESCRIPTION OF THE
1998 BONDS," "AUTHORITY AND SECURITY FOR THE 1999 BONDS," "LEGAL
MATTERS, "™ "TAX MATTERS,"™ "CONTINUING DISCLOSURE," "MISCELLANEQUS"
(pertaining to Section 517.051, Florida Statutes, as amended),
"APPENDIX C--The Resolution™ and "APPENDIX D--Summary of Continuing
Disclosure Certificate" are accurate statements or summaries of the
matters set forth therein and fairly present the information
purported to be shown, and nothing has come to its attention which
would lead it to believe that such sections of the Final Official
Statement contain an untrue statement of a material fact or omit to
state a material fact required to be stated therein or necessary to
make such statements, in light of the circumstances in which they
were made, not misleading.

(h) An opinion of the County's Counsel (which may assume
that the interest on the 1999A Bonds is excluded from gross income
for federal income tax purposes and'that neither the Bonds, this
BAgreement, the Resolution, or any other matter or documents need to
be registered or qualified under the Securities Act of 1933, as
amended, the Trust Indenture Act of 1939, as amended, Chapter 517,
Florida Statutes, or the securities or blue sky laws of any
jurisdiction) to the effect that (i) the County is a political
subdivision organized and validly existing under the laws of the
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State of Florida and has all the necessary power and authority to
issue the Bonds and enter into this Agreement; (ii) other than as
disclosed in the Final ©0Official Statement, the Financial
Agreements, this Agreement, the Escrow Agreement and the Bonds have
been duly authorized, executed and delivered by the County and,
with respect to such agreements, assuming due execution thereof by
the respective other parties thereto, and, with respect to the
Bonds, assuming proper authentication thereof by the Registrar,
constitute legal, valid and binding obligations of the County
enforceable in accordance with their respective terms, except as
the enforceability thereof may be limited by applicable bankruptcy,
reorganization, insolvency and other similar laws affecting the
enforcement of creditors' rights generally, and no opinion need be
expressed as to the availability of any discretionary equitable
remedy; (iii) the County has approved the Final Official Statement
and the execution and delivery thereof to the purchasers of the
Bonds; (iv) the execution and delivery of the Bonds, this
Agreement, the Escrow Agreement and the Financial Agreements, the
adoption of the Resolution, the enactment of Ordinance 86-89, as
amended and the issuance of the Bonds pursuant to the Resolution,
and compliance with the provisions thereof, under the circumstances
contemplated thereby, do not and will not in any material respect
conflict with or constitute on the part of the County a breach of
or default under any existing law, regulation, court crder or
consent decree to which the County is subject; (v) nothing has come
to his attention which would lead him to believe that the Final
Official Statement (with the exception of information relating to
the System (as defined in the Resolution) financial and statistical
information) contains an untrue statement of a material fact, or
omits to state a material fact required to be stated therein or
necessary to make the statements therein, in light of the
circumstances under which they were made, not misleading; (vi)
other than as disclosed in the Final Official Statement, no
litigation or proceeding is pending or to the best of his knowledge
is threatened against or affecting the County to restrain or enjoin
the issuance or delivery of the Bonds or in any way contesting or
affecting any authority for the issuance of the Bonds, or the
validity of the Bonds, this Agreement, the Escrow Agreement or the
Financial Agreements, or in any way cbntesting the existence or the
powers of the County; (vii) other than as disclosed in the Final
Official Statement, no litigation or proceeding is pending or to
the best of his knowledge is threatened against or affecting the
County or involving any of the business, property or affairs of the
County which involves the possibility of any judgment or liability
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which may result in any material adverse change in the financial
condition of the County and (viii) the County has obtained the
consents, approvals, authorizations or other orders of all
municipal, state or regulatory authorities required for the
issuance of the Bonds;

(i) The Accountants' consent to the use of thelr report
in the Official Statements and to the references to their firm
therein;

(j) Appropriate arbitrage certifications and agreements
by the County in form and substance satisfactory to Bond Counsel
and Underwriter's Counsel;

(k) A municipal bond insurance policy issued by
Financial Guaranty Insurance Company insuring the payment of the
principal of and interest on the Bonds when due;

(1) Reserve Account Insurance Policies (as defined in
the Resolution) issued by Financial Guaranty Insurance Company with
respect to the Reserve Account Requirement (as defined in the
Resolution) alleocable to the Bonds;

(m) Appropriate evidence that the Bonds have been
assigned ratings of A-3 and Raa by Moody's Investors Service and
BRA by Standard & Poor's Ratings Services;

(n) A report of Deloitte & Touche, LLP evidencing
compliance with the requirements of Section 5.02(B} of Resolution
No. 89-84 of the County, as amended, and Section 7.02 of the State
Loan Agreement (as defined in the Resolution) after giving effect
to the issuance of the Bonds;

{(0) A certificate of the Registrar and Paying Agent
relating to the incumbency of its officers and its power to serve
as Registrar and Paying Agent in form and substance acceptable to
Bond Counsel and Underwriter's Counsel;

(p) The opinion of Underwriter's Counsel, dated the date
of Closing, in form and substance reasonably acceptable to the
Underwriter; '
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(g) The Escrow Agreement executed by the parties thereto
and an executed continuing disclosure certificate of the County in
form and substance acceptable to the Underwriter;

(r) Written consent of the Florida Department of
Environmental Protection in accordance with Section 7.02 of the
State Loan Agreement that the lien on the Pledged Funds in favor of
the Bonds will be superior to the lien thereon in favor of the
State Loan (as all of such undefined terms are defined in the
Resolution); and

(s) Such additional 1legal opinions, certificates,
instruments and other documents and such multiple copies of the
above listed documents as the Underwriter, Underwriter's Counsel or
Bond Counsel may reasonably request to evidence compliance by the
County with legal requirements; the truth and accuracy, as of the
date of Closing, of the respective representations contained herein
and in the Final Official Statement; and the due performance or
satisfaction by them of all agreements to be performed by them and
all conditions to be satisfied by them at or prior to the Closing.

Section 9. Termination by Underwriter. This Agreement
may be terminated in writing prior to the Closing by the Under-
writer if any of the following shall occur: (i) this Agreement
shall not have been accepted by the County within the time herein
provided; (ii) the signed Final Official Statement shall not have
been provided within the time required by this Agreement; (iii) the
Bonds and all of the Closing Documents shall not have been
delivered to the Underwriter as of 2:00 p.m. ({unless such time
shall have been extended by mutual agreement of the parties hereto)
on the date of Closing; (iv) (a) legislation shall have been enacted
by the Congress, or introduced in the Congress, or recommended to
the Congress for passage by the President of the United States or
the United States Department of the Treasury or the Internal
Revenue Service or any member of the United States Congress, Or
favorably reported for passage to either House of Congress by any
Committee of such House to which such legislation has been referred
for consideration, or (b) a decisionishall have been rendered by a
court established under Article III of the Constitution of the
United States, or the United States Tax Court, or (c)} an order,
ruling, regulation or communication (including a press release)
shall have been issued by the Treasury Department of the United
States, the Internal Revenue Service or the Securities and Exchange
Commission, or {(d) any action shall be taken or statement made by
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or on behalf of the President of the United States or the United
States Department of the Treasury or the Internal Revenue Service
or any member of the United States Congress, which indicates or
implies that interest on obligations such as the Bonds may not be
excludable from gross income for federal income tax purposes oOr
that legislation will be introduced in the next scheduled session
of the United States Congress, in each case referred to in clauses
(ay, (b), {(c) and (d), with the purpose or effect, directly or
indirectly, of (x) imposing federal income taxation upon interest
to be received by any holders of the Bonds or (y) requiring the
offer or sale of the Bonds to be registered under the Securities
Act of 1933 or the Resolution to be qualified as an indenture under
the Trust Indenture Act of 1939; (v) there shall exist any event or
circumstance which, in the reasonable opinion of the Underwriter,
either makes untrue or incorrect in a material respect any
statement or information contained in the Final Official Statement,
or any event or circumstance is not reflected in the Final Official
Statement but should be reflected therein in order to make the
statements and information contained therein not misleading in a
material respect; (vi) there shall have occurred any outbreak of
hostilities or other national or international calamity or crisis,
the effect of such outbreak, calamity or crisis on the financial
markets of the United States of BAmerica being such as in the
reasonable opinion of the Underwriter, would make it impracticable
for the Underwriter to sell the Bonds; (vii) there shall be in
force a general suspension of trading on the New York Stock
Exchange, or any other major United States stock exchange, or
minimum or maximum prices for trading shall have been fixed and be
in force; (viii) in the reasonable judgment of the Underwriter the
market price of the Bonds, or the market price generally of
obligations of the general character of the Bonds, might be
adversely affected because: (a) additional material restrictions
not in force as of the date hereof shall have been imposed upon
trading in securities generally by any United States governmental
authority or by any United States national securities exchange, or
(b) the New York Stock Exchange or other United States national
securities exchange, or any United States governmental authority,
shall impose, as to the Bonds or similar obligations, any material
restrictions not now in force, or increase materially those now in
force, with respect to the extension of credit by, or the charge to
the net capital requirements of, the Underwriter; (ix) a general
banking moratorium shall have been declared by either federal, New
York or Florida authorities having jurisdiction, and shall be in
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force; or (%) there shall have occurred any material adverse change
in the affairs of the County.

Section 10. Termination by County. This Agreement may
be terminated in writing by the County in the event that the
Underwriter shall fail to accept delivery of the Bonds on the
Closing Date upon tender thereof to the Underwriter by the County,
and delivery to the Underwriter of all of the Closing Documents.
Such termination shall not affect the County's rights to the
Earnest Money.

Section 11. Changes Affecting the Final Official
Statement After the Closing. After the Closing, and so long as the
Underwriter or any participating dealer shall be offering Bonds
which constitute the whole or a part of their unsold
participations, but in no event later than 90 days after the
Closing, the County will not adopt any amendment of or supplement
to the Final Official Statement except with the written consent of
the Underwriter, which consent shall not be unreasonably withheld:
and during such period of time, if any event relating to or
affecting the County shall occur the result of which shall make it
necessary, in the reasonable opinion of the (1) County or (ii)
Underwriter or Underwriter's Counsel, to amend or supplement the
Final Official Statement in order to make it not misleading in the
light of the circumstances existing at that time, the County shall
forthwith prepare and furnish to the Underwriter, at the County's
expense, a reasonable number of copies of an amendment of or
supplement to the Final Official Statement in form and substance
satisfactory to the Underwriter, so that it then will not contain
an untrue statement of material fact or omit to state a material
fact necessary to make the statements therein, in the light of the
circumstances existing at that time, not misleading.

Section 12. Expenses. The Underwriter shall pay its own
out-of-pocket expenses, the fees and expenses of Underwriter's
Counsel, and the fees and expenses in connection with the prepara-
tion of the Legal Investment Survey and Blue Sky Memecranda and the
registration of the Bonds for "Blue Sky" purposes.

The County shall pay all of the other costs and expenses
in connection with the financing contemplated by this Agreement,
including, but not limited to: (1} the fees and expenses of Bond
Counsel, and the expenses of the County, if any; (ii) fees and
expenses incurred for the preparation of the Verification Report,
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and the fees and expenses of any other experts or consultants
retained by the County; (iii) the cost of preparation and printing
of the Bonds; (iv) the cost of printing and duplication for the
Official Statements and any amendments or supplements thereto; (v)
bond rating agency fees; and (vi) premium and fees for the
municipal bond insurance policy.

Section 13. Notices. Any notice or other communication
to be given to the County under this Agreement may be given by
delivering the same in writing to the address set forth above; and
any such notice or other communication to be given to the
Underwriter may be given by delivering the same in writing to the
Underwriter addressed to William R. Hough & Co., One Independent
Drive, Suite 2602, Jacksonville, Florida 32202.

Section 14. Parties and Interests; County's
Undertakings: Survival of Representations. This Agreement is made
solely for the benefit of the County and the Underwriter, including
the successors and assigns of the Underwriter, and no other person,
partnership, association or corporation shall acquire or have any
rights hereunder or by virtue hereof except as provided in Section
11 hereof. All representations and agreements by the County in
this Agreement shall remain in full force and effect regardless of
any investigation made by or on behalf of the Underwriter, and
shall survive the delivery of and payment for the Bonds.

Section 15. Truth-In-Bonding. The County is proposing
to issue 3 of debt for the purpose of (i) currently
refunding the Refunded Bonds, (ii) funding a portion of the reserve
account for the Bonds by the purchase of reserve account insurance
policies, and (iii) paying the cost of issuance with respect to
such debt. This debt is expected to be repaid over a period of _
years at interest rates of % to %$. Total interest paid
over the life of the debt will be $

The source of repayment or security for this proposal is
net revenues of the County's water and sewer system, certain
connection charges and other funds described in the Resolution (the
"Pledged Funds"). Issuing the debt effects a refunding of the
Refunded Bonds. Average annual debtﬁservice on the refunding bonds
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is less than average annual debt service on the Refunded Bonds.
Therefore, it 1is expected that authorizing this debt for the
refunding of the Refunded Bonds will not result in any adverse
change in the amount of Pledged Funds available to finance the
other services or expenditures of the County each year.

WILLIAM R. HOUGH & CO.

By:

Senior Vice President
Accepted by the Beoard of County Commis-

sioners of St. Johns County, Florida on
May , 199¢

(SEAL) By:

County Administrator



ATTACHMENT 1

WILLIAM R. HOUGH & CO.
One Independent Drive, Suite 2602
Jacksonville, Florida 32202

, 1999

Chairman and Members of the
Board of County Commissicners
of St. Johns County, Florida

St. Augustine, Florida

Re: $_ ,000,000 st. Johns County, Florida Water and Sewer
Revenue Refunding Bonds, Series 1999A and Taxable Water
and Sewer Revenue Refunding Bonds, Series 1999B

Ladies and Gentlemen:

Pursuant to Florida Statutes, Section 218.385(6), the
following information is provided in connection with the sale of
the captioned obligations (the "Bonds").

1. The nature and estimated amount of expenses which the
managing underwriter expects to incur with respect to the Bonds is
as follows:

Underwriter's Counsel...... s per 51,000
PSA, CUSIP...... $0. per $1,000
Day Loan...... $0. per $1,000
Communications...... $0. per $1,000
Travel/Out-of-Pocket...... $0. per $1,000
Clearance...... $0. per $1,000
2. There are no finders, as defined in Section 218.386,

Florida Statutes, who have been retained or who will be paid by the
managing underwriter in connection with the issuance of the Bonds.

3. The amount of underwriting spread expected to be realized
with respect to the Bonds is $ per $1,000 which includes
S for risk and $ per $1,000 for takedown.

4. The management fee to be charged by the managing
underwriter is $ per $1,000.

5. No fee, bonus or other compensation is to be paid by the

managing underwriter in connection with the Bonds to any person not



regularly employed or retained by it, other than underwriter’'s
counsel as described above.

6. The managing underwriter is William R. Hough & Co., One
Independent Drive, Suite 2602, Jacksonville, Florida 32202.

Very truly yours,

WILLIAM R. HOUGH & CGC.

By:

Senior Vice President



ANNEX A

MATURITIES, AMOUNTS AND INTEREST RATES
1999A Bonds 19998 Bonds

Marurity Interest Maturity Interest
June 1 Amount Rate June 1 Amount Rate
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EXHIBIT C

INSURER’S COMMITMENTS



Financial Cuaranry Insurance
Company

115 Broadway

New York. NY 10006

(212) 312-3000

(500) 332-0001

A GF Capital Company

el i

Commitment
For Municipal Bond Insurance

Issuer: St. Johns County, Flonda

Bonds Insured: Not to exceed §7,750,000 in
principal amount of Water and Sewer Revenue
Refunding Bonds, Senes 1999A and $8,185,000
in principal amount of Taxable Water and Sewer
Revenue Refunding Bonds, Series 1999B

———
FGIC.

Date of Commitment: Apnl 14, 1999
Expiration Date: June 14, 1999°

Premium: .243% of total debt service on the
Bonds Insured"”

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 afier the Expiration Date set forth above, a request for
renewal must be submitted to Financial Guaranty prior to such Expirarion 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 statemnent 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 Comrmutment being furmished to Financial Guaranty
by the earlier of the date on which the dlsclosure document relating to the Bonds is

circulated and Apnil 21, 1999.

- The amount of Bond proceeds deposited with the Trustee or Paying Agent at closing for
the payment of accrued interest shall not be applied as a credit in calculating total debt

service on the Bonds Insured.
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Financial Guaramty 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 secunity 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 the following:

(a) (i) 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, as amended (if in the
opinion of bond counsel (described below) ongoing 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; (i) the
various legal opinions delivered in connection with the issuance and sale of the
Bonds, including, without limitation, the unqualified approving opinion of bond
counsel rendered by a law firm acceptable to Financial Guaranty and addressed to
(or with a reliance letter addressed to) Financial Guaranty, which opinion shall
include a statement to the effect that the interest on the Bonds is excludable from
gross income of the holders thereof for federal income tax purposes under the
Internal Revenue Code of 1986, as amended (if the Bonds are issued as tax-exempt
obligations); and (iii) opinion(s) of counsel, addressed to and in form and substance
satisfactory to Financial Guaranty, as to the due authorization, validity and
enforceability of all financing and bond documentation. Copies of all drafis of such
documents and legal opinions (blacklined as appropriate) prepared subsequent to the
date of this Commitment shall be furnished to Financial Guaranty. 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 and such documents shall be satisfactory to Financial Guaranty in all

respects.

(b)  Evidence of wire transfer in federal funds in an amount equal to the insurance
premium, unless alternative arrangements for the payment of the premium
acceptable to Financial Guaranty have been made prior to the delivery date of the
Bonds. ;

(©) On or prior to the date of delivery of the Policy, Financial Guaranty shall receive a
letter from bond counsel stating that all requirements of Exhibit D to this
Commitment have been satisfied and incorporated into the appropriate bond
documents.

Page 2 of 5
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All drafts of the preliminary official statement, official statement or any other disclosure
documents and the form of the Bonds should be directed to the attention of Sonia Leon-
Williamson (212-312-3282) at Financial Guaranty for approval. All other documentation -
and any inquiries concerning this Commitment should be directed to Amelia Alvarez (212-
312-3079) the Financial Guaranty analyst assigned to this transaction.

All authorizing documents shall be subject to Financial Guaranty’s review and approval
and shall incorporate all of the terms and conditions set forth in Exhibit D hereto, all of
which provisions may, at bond counsel’s election, be incorporated into one article of, or as
an exhibit to, the appropriate authorizing documents, or may be incorporated into the
appropriate specific sections of the appropriate authorizing documents.

The following refunding conditions shall apply:

(@  The Escrow Agreement (the “Escrow Agreement”) providing for the refunding of
the bonds to be refunded with the proceeds of the Bonds (the “Prior Bonds™) shall
permit the deposit solely of cash, direct non-callable 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, to which direct
obligation or guarantee the full faith and credit of the United States of America has
been pledged, Refcorp interest strips, CATS, TIGRS, STRPS, or defeased municipal
bonds rated AAA by S&P or Aaa by Moody's (or any combination thereof) (“Direct
Obligations™) and shall permit substitution of Direct Obligations for other Direct
Obligations solely upon the receipt by the escrow agent of (i) a new verification of
the sufficiency of the escrowed securities (assuming such substitution has been
made) to provide for the payment of the Prior Bonds in accordance with the terms of
the escrow agreement and (ii) an opinion of bond counsel to the effect that such
substitution shall not affect the tax-exempt starus of interest on the Prior Bonds or
the Bonds. Modification of the Escrow Agreement shall not be permitted unless the
holders of all of the Prior Bonds consent to such modification.

(b) At least five business days prior to the proposed date for delivery of the Policy,
Financial Guaranty shall recetve for its review and approval (i) the verfication by
independent certified public accountants satisfactory to Financial Guaranty of the
accuracy of the mathematical computation of the adequacy of the escrow established
to provide for the payment of the Prior Bonds in accordance with the terms and
provisions of the Escrow Agreement, (ii) as applicable, copies of the subscription
forms for the purchase and issue of U.S. Treasury Securities - State and Local
Govemment Series which have been stamped as received by the Federal Reserve
Bank or copies of the confirmations of purchase of open market Direct Obligations,
and (iii) the form of an opinion of bond counsel addressed to Financial Guaranty (or
a reliance letter relating thereto) to the effect that, upon the making of the required
deposit to the sscrow, the legal defeasance of the Prior Bonds shali have occurred.
An executed copy of such opinion shall be forwarded to Financial Guaranty, together
with the documentation requested by Condition 5 hereof.

) The Escrow Agreement may provide that cash received by the escrow agent not
required for purchase of the initial investments that are referenced in the venfication
report may be invested, in accordance with an opinion of bond counsel as described
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Company

(d)

in Condition (a)(ii) above, by the escrow agent, but only in noncallable Direct
Obligations that mature in an amount at least equal to the purchase price of such
Direct Obligations prior to the next scheduled interest payment date for the Prior
Bonds. The escrow agent shall be responsible for determining compliance with this
requirement. ' '

A forward supply contract relating to the provision of such investments which is
acceptable to Financial Guaranty may be entered into at closing if (i) the terms
thereof are consistent with the foregoing requiremems, (ii) the Escrow Agreement
provides that in the event of any discrepancy or difference between the terms of the
forward supply contract and the Escrow Agreement, the terms of the Escrow
Agreement shall be controlling, and (iii) the verification report shall expressly state
that the adequacy of the escrow to accomplish the refunding project relies solely on
the initial escrowed investments and the maturing principal thereof and interest
income thereon and does not assume performance under or compliance with the
forward supply contract

9. The Bonds shall bear a Statement of Insurance in the form attached hereto as Exhibit B.
BOND PRQOFS SHALL BE APPROVED BY FINANCIAL GUARANTY PRIOR TO
PRINTING.

10. The preliminary official statement and the official statement shall (a) be satisfactory in form
and substance to Financial Guaranty and (b) shall contain the language attached hereto as
Exhibit C and only such other references to Financial Guaranty as we shall supply or

approve.

11. Promptly after the closing of the Bonds, Financial Guaranty shall receive three completed
sets of executed documents (one criginal and two photocopies), copies of which we will
deliver to each agency rating the Bonds.

P
David ECLopp™™

Team Leader

- i\alverez\commit'stjbne

Page 4 of 5
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To keep this commitment in effect to the Expiration Date set forth on the first page, Financial
Guaranty must receive a duplicate of this Commitment executed by an appropriate officer of the
Issuer by the earlier of the date on which the disclosure document relating 1o the Bonds is
circulated and Aprii 21, 1999.

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 , 19__ by St. Johns County, Florida

By:

Name:

Title:

k'alvarez\commit\stjhns

Page 5 of 5
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Exhibit A

Financial Guaranty Insurance

nancil FGIC.
115 Broadway

New York, NY 10006

(212) 312-3000

(800) 3520001

A GE Capial Company

Municipal Bond
New Issue Insurance Policy

Issuer: Policy Number: SEE: |
' Control N‘mben 0010001

Bonds: | | ‘ PK@F
N

Gugtanty”), a New York stock insurance companmy, in
ject to the terms of this Policy, hereby unconditionally
and irrevocably agrees to pay to State S and Trust Company, N.A., or ils successor, as its agent (the
“Fiscal Agent”), for the benefit of Bondbélders, that portion of the principal and interest on Lhe above-
descnbed debt obligations (the “Bonds”) which shall become Due for Payment but shall be unpaid by reason of
Nonpayment by the Issuer.

Financial Guaranty Insurance Company (“Fi
consideration of the payment of the premi

Financial Guaranty will make such payments to the Fiscal Agent on the date such principal or interest
becomes Due for Payment or on the Business Day next following the day on which Financial Guaranty shall
have received Notice of Nonpayment, whichever is later. The Fiscal Agent will disburse to the Bondholder the
face amount of principal and interest which is then Due for Payment but is unpaid by reason of Nonpayment
by the Issuer but only upon receipt by the Fiscal Agent, in form reasonably satisfactory to it, of (i) evidence of
the Bondholder’s right to receive payment of the principal or interest Due for Payment and (ii) evidence,
including any appropriate instruments of assignment, that all of the Bondholder’s rights to payment of such
principal or interest Due for Payment shall thereupon vest in Financial Guaranty. Upon such disbursement,
Financial Guaranty shall become the owner of the Bond, appurtenant coupon or right to payment of principal
or interest on such Bond and shall be fully subrogated to all of the Bondholder’s rights thereunder, including
the Bondholder’s right to payment thereof.

This Policy is non-cancellable for any reason. The premium on this Policy is not refundable for any reason,
including the payment of the Bonds prior to their maturity. This Policy does not insure against loss of any
prepaymnent premium which may at any time be payable with respect to any Bond.

As used herein, the term “Bondholder” means, as to a particular Bond, Lhe person other than the Issuer who, at
the time of Nonpayment, is entitled under the terms of such Bond to payment thereof. “Due for Payment”
means, when referring to the principal of a Bond, the stated maturity date thereof or the date on which the
same shail have been duly 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 mandatery sinking fund redemption),
acceleration or other advancement of maturity and means; when referring to interest on a Bond, the stated date

FGIC isa regisuered service mark used bv Financial Guaranty Insurance Companv under license from jts parent companv, FGIC Corporation,

Form 9000 (10/93) Page L of 2



Financial Guaranty Insurance [, ]
C
115 Broadway FGIC.

New York, NY 10006
(212) 312-3000
(800) 352-0001

A GE Capital Company

Municipal' Bond
New Issue Insurance Policy

for payment of interest “Nonpayment™ in respect of 2 Bond means the failure of the Issuer to have provided
sufficient funds to the paying agent for payment in full of all principal apd interest Due for Payment oa such

Bond. “Notice” means telephonic or telegraphic notice, subsequen in writing, or written notice by
registered or certified mail, from a Bondholder or a paying r the Bonds to Financial Guaranty.
“Business Day” means any day other than a Saturday, S 0 on which the Fiscal Agent is authorized
by law to remain closed. U-\

In Witness Whereof, Financial Guaranty s Policy to be affixed wilh its corporate seal and to be
signed by its duly authorized officer in Gﬁ ile 15 become effective and binding upon Financial Guaranty by
virtue of the countersignature of its duly autonized representative.

President

Effective Date: ~ Authorized Representative

State Strect Bank and Trust Company, N. A., acknowledges that it has agreed to perform the duties of Fiscal
Agent under this Policy.

Authorized Officer

FGIC is a repistered service mark usad by Financial Guaranty Insurance Companv under licensa from its parent company, FGIC Co Lion

Form 9000 (10/93) Page2of2



Financial Guaranty [nsurance [ ]
Company

115 Broadway FGIC
New York, NY 10006

(212) 312-3000
(800) 352-0001

A GE Capitel Company

Endorsemeht
To Financial Guaranty Insurance Company
Insurance Policy

fy

ﬁia

Policy Number: Contmgben 0010001

interest made to a Bondholder by or on behalf of such Bond which has begn recovered from such
Bondholder pursuant to the United States B by a trustee in bankruptcy in accordance with a

final, nonappealable order of a court hav%ED t junisdiction.

NOTHING HEREIN SHALL BE CONS 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.

It is further understood that the term “Nonpay‘mem’ﬁ ond includes any payment of principal or
ssue

In Witness Whereof, Financial Guaranty has caused this Endorsement to be affixed with its corporate seal and
to be signed by its duly authorized officer in facsimile to become effective and binding upon Financial
Guaranty by virtue of the countersignature of its duly authorized representative.

President

Effective Date: ' Authorized Representative

Acknowledged as of the EfTective Date written above:

%% - |

Authorized Officer
State Street Bank and Trust Company, N.A., as Fiscal Agent

FGIC is a registered service mark used bv Financial Guaranty [nsurance Companv under license from its pareni company, FGIC Corporation,
Form E-0002 (10/93) Page ] of 1




Financial Guaranty [nsurance
Company

115 Broadway
New York, NY 10006

(212) 312-3000
(800) 3520001

A GE Capital Company

Endorsement
To Financial Guaranty Insurance Company
Insurance Policy

Policy Number: Control Number: 0010001 *
The insurance provided by this Policy is not covered by the F1 ce Guaranty Association (Florida

Insurance Code, Sec. 631.50 ef seq.). @ .

NOTHING HEREIN SHALL BE CONSTRUE W . ALTER, REDUCE OR AMEND COVERAGE

IN ANY OTHER SECTION OF THE PO . CONTRARY TQ THE POLICY LANGUAGE,

THE TERMS OF THIS ENDORSEMEI% ERSEDE 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 officer in facsimile to become effective and binding upon Financial
Guaranty by virtue of the countersignature of its duly authorized representative.

President

Effective Date: Authorized Representative

Acknowledged as of the Effective Date written above:

Authorized Officer i Licensed Resident Agent
State Street Bank and Trust Company, N.A., as Fiscal Agent

COUNTERSIGNATURE:

FGIC is a repistered service mark used bv Financial Guaranty Insurance Companv under license from its parem companvy, FGIC Co ion.

Form E-0032 (10/93) Page 1 of 1




Financial Guaranty Insurance EXHIBIT B
Company Page B-1

(To be pnnted on the Bonds)
STATEMENT OF INSURANCE

Financial Guaranty Insurance Company (“Financial Guaranty”) has issued a policy containing
the following provisions with respect to St. Johns County, Florida, Water and Sewer Revenue
Refunding Bonds, Series 1999A and Taxable Water and Sewer Revenue Refunding Bonds,
Series 1996 (the “Bonds™), such policy being on file at the principal office of the [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 principal, the stated marurity date thereof, or the date on which
the same shall have been duly called for mandatory sinking fund redemption and does not refer
to any earlier date on which the payment of principal of the Bonds is due by reason of call for

redemption (other than mandatory sinking fund redemption), acceleration or other advancement

of maturity, 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 State Street Bank and Trust Company, 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 or the borrower(s)
of bond proceeds who at the time of nonpayment of a Bond is entitled under the terms of such
Bond to payment thereof. ‘ : 2

The policy is non-cancellable for any reason.
FINANCIAL GUARANTY INSURANCE COMPANY

ot



Financial Guaramy Insurance EXHIBIT C
Company Page C-1

[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 issuer of the Bonds (the “Issuer”). Financial Guaranty will make such
payments to State Street Bank and Trust Company, 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 Issuer. 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 nght 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 a2 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 otherwise called
for redemption, accelerated or advanced in maturity, and covers the failure to pay an installment
of interest on the stated datc for its payment.

Generally, in connection with its insurance of an issue of municipal securities, Financial
Guaranty requires, among other things, (i) that it be granted the power to exercise any rights

_granted to the holders of such securities upon the occurrence of an event of default, without the
consent of such holders, and that such holders may not exercise such rights without Financial
Guaranty’s consent, in each case so long as Financial Guaranty has not failed to comply with its
payment obligations under its insurance policy; and (i) that any amendment or supplement to or
other modification of the principal legal documents be subject to Financial Guaranty's consent
The specific rights, if any, granted to Financial Guaranty in connection with its insurance of the
Bonds are set forth in the description of the principal legal documents appearing elsewhere in
this Official Statement. Reference should be made as well to such description for a discussion of
the circumstances, if any, under which the Issuer is required to provide additional or substitute
credit enhancement, and related matters. ’

This Official Statement contains a section regarding the ratings assigned to the Bonds and
reference should be made to such section for a discussion of such ratings and the basis for their
assignment to the Bonds. Reference should be made-to the description of the Issuer for a
discussion of the ratings, if any, assigned to such enfity’s outstanding parity debt that i1s not
secured by credit enhancement



Financial Guaranty Insurance EXHIBIT C
Company Page C-2

The Policy is not covered by the Property/Casualty Insurance Secunty Fund specified in Article
76 of the New York Insurance Law or by the Flonda Insurance Guaranty Association (Florida
Insurance Code, §§ 631.50 et seq.).

Financial Guaranty is a wholly-owned subsidiary of FGIC Corporation (the “Corporation”), a
Delaware holding company. The Corporation is a subsidiary of General Electric Capital
Corporation (“GE Capital”). Neither the Corporation nor GE Capital is obligated to pay the
debts of or the claims against Financial Guaranty. Financial Guaranty is a monoline financial
guaranty insurer domiciled in the State of New York and subject to regulation by the State of
New York Insurance Department As of December 31, 1998, the total capital and surplus of
Financial Guaranty was $1,258,215,191. Financial Guaranty prepares financial statements on
the basis of both statutory accounting principies and generally accepted accounting principles.
Copies of such financial statements may be obtained by writing to Financial Guaranty at 115
Broadway, New York, New York 10006, Attention: Communications Department (telephone
number: 212-312-3000) or to the New York State Insurance Department at 25 Beaver Street,
New York, New York 10004-2319, Attention: Financial Condition Property/Casualty Bureau
(telephone number: 212-480-5187).

NOTE TO DRAFTER OF DISCLOSURE DOCUMENT:

The above disclosure statement uses the term “Official Statement.” If the disclosure document
has a different descriptive title, the disclosure statement should be modified accordingly.

i



Financial Guaranty Insurance , EXHIBIT D
Company Page D-1

WATER AND/OR SEWER TRANSACTIONS
(LEGAL DOCUMENTATION REQUIREMENTS)

l. Definitions

(a) A definition of “Bond Insurance Policy” shall be inciuded, to read as follows: “the
municipal bond new issue insurance policy issued by the Bond Insurer that

guarantees payment of principal of and interest on the Bonds .

(b) A definition of “Bond Insurer” shall be included, to read as follows: “Financial
Guaranty Insurance Company, a New York stock insurance company, or any
successor thereto.”

2. Reserve Fund Requirements

(a) A fully funded debt service reserve fund 1s required to be maintained in an amount
equal to the lesser of maximum annual debt service on the Bonds, 10% of the
principal amount of the Bonds, or 125% of average annual debt service on the
Bonds.

(®) Deficiencies caused by a drawing on the debt service reserve fund must be
replenished from first available revenues within 12 months of the date of the related
deficiency. :

(c) Upon the issuance of any additional bonds secured by the debt service reserve fund,
the foregoing requirements shall be met with respect to the Bonds and any such
additional bonds.

(d) Any credit instrument provided in lieu of a cash deposit into the debt service reserve
fund, other than one provided by the Bond Insurer, shall conform to the
requirements set forth in Exhibit {B] hereto.

3 Redemption Notices

(@) Notice of any redemption of Bonds shall either (i) explicitly state that the proposed
redemption is conditioned on there being on deposit in the applicable fund or
account on the redemption date sufficient moncy to pay the full redemption price of
the Bonds to be redeemed, or (ii) be sent only if sufficient money to pay the full
redemption price of the Bonds to be redeemed is on deposit in the applicable fund or

account.
i

* As used in this Exhibit D, “Bords” means the Series of Bonds referred to in the Commitment
Letter.

e
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EXHIBIT D
Page D-2

Default-Related Provisions

(@)

(®)

©

(d)

(e)

)

The Trustee shall, to the extent there are no other available funds held under the
authorizing document, use the remaining funds in the construction fund to pay
principal of or interest on the Bonds in the event of a payment default.

The applicable authorizing document provisions describing events of defaulit shall
specify that in determining whether a payment default has occurred or whether a
payment on the Bonds has been made under the authorizing document(s), no effect
shall be given to payments made under the Bond [nsurance Policy.

Any acceleration of the Bonds or any annulment thereof shall be subject to the prior
written consent of the Bond Insurer (if it has not failed to comply with its payment
obligations under the Bond Insurance Policy).

The Bond Insurer shall receive immediate notice of any payment default and notice
of any other default known to the Trustee or the Issuer within 30 days of the
Trustee’s or the Issuer’s knowledge thereof.

For all purposes of the authorizing document provisions governing events of default
and remedies, except the giving of notice of default 10 Bondholders, the Bond
Insurer shall be desmed to be the sole hoider of the Bonds it has insured for so long
as it has not failed to comply with its payment obligations under the Bond Insurance
Policy.

The Bond Insurer shall be included as a party in interest and as a party entitled to (1)
notify the Issuer, the Trustee, if any, or any applicable receiver of the occurrence of
an event of default and (ii) request the Trustee or receiver to intervene in judicial
proceedings that affect the Bonds or the security therefor. The Trustee or receiver
shall be required to accept notice of default from the Bond Insurer.

The following provisions shall be included:

(i) If, on the third day preceding any interest payment date for the Bonds there
is not on deposit with the Trustee sufficient moneys available to pay all
principal of and interest on the Bonds due on such date, the Trustee shall
immediately notify the Bond Insurer and State Street Bank and Trust
Company, N.A., New York, New York or its successor as its Fiscal Agent
(the “Fiscal Agent”) of the amount of such deficiency. If, by said interest
payment date, the Issuer has not provided the amount of such deficiency,
the Trustee shall simultaneously make available to the Bond Insurer and to
the Fiscal Agent the registration books for the Bonds maintained by the
Trustee. In addition: :

(A) The Trustee shall provide the Bond Insurer with a list of the
Bondholders entitled to receive principal or interest payments from
the Bond Insurer under the terms of the Bond Insurance Policy and

it
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(i)

(iii)

shall make arrangements for the Bond Insurer and its Fiscal Agent
(1) to mail checks or drafts to Bondholders entitled to receive full
or partial interest payments from the Bond Insurer and (2) to pay
principal of the Bonds surrendered to the Fiscal Agemt by the
Bondholders entitled to receive full or partial principal payments
‘from the Bond Insurer; and

(B) The Trustee shall, at the time it makes the registration books
available to the Bond Insurer pursuant to (A) above, nonfy
Bondholders entitled to receive the payment of principal of cr
interest on the Bonds from the Bond Insurer (1) as to the fact of
such entitlement, (2) that the Bond Insurer will remit to them all or
part of the interest payments coming due subject to the terms of the
Bond Insurance Policy, (3) that, except as provided in paragraph
(ii) below, in the event that any Bondholder is entitled to receive full
payment of principal from the Bond Insurer, such Bondholder must
tender his Bond with the instrument of transfer in the form provided
on the Bond executed in the name of the Bond Insurer, and (4) that,

except as provided in paragraph (i) below, in the event that such -

Bondholder 1s entitled to recetve partial payment of principal from
the Bond Insurer, such Bondholder must tender his Bond for
payment first to the Trustee, which shall note on such Bond the
portion of principal paid by the Trustee, and then, with an
acceptable form of assignment executed in the name of the Bond
Insurer, to the Fiscal Agent, which will then pay the unpaid portion
of principal to the Bondholder subject to the terms of the Bond
Insurance Policy.

In the event that the Trustee has notice that any payment of principal of or
interest on 2 Bond has been recovered from a Bondholder pursuant to the
United States Bankrupicy Code by a trustee in bankruptcy in accordance
with the final, nonappealable order of a court having competent junisdiction,
the Trustee shall, at the time it provides notice to the Bond Insurer, notify
all Bondholders that in the event that any Bondholder’s payment is so
recovered, such. Bondholder will be entitled 1o payment from the Bond
Insurer to the extent of such recovery, and the Trustee shall furnish to the
Bond Insurer its records evidencing the payments of principal of and
interest on the Bonds which have been made by the Trustee and
subsequently recovered from Bondholders, and the dates on which such
payments were made.

The Bond Insurer shall, to the extent it makes payment of principal of or
interest on the Bonds, become subrogated to the rights of the recipients of
such payments in accordance with the terms of the Bond Insurance Policy

and, to evidence such subrogation, (A) in the case of subrogation as o

claims for past due interest, the Trustee shall note the Bond Insurer’s rights
as subrogee on the registration books maintained by the Trustee upon
receipt from the Bond Insurer of proof of the payment of interest thereon to

i,
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the Bondholders of such Bonds and (B) in the case of subrogation as to
claims for past due principal, the Trustee shall note the Bond Insurer’s
rights as subrogee on the registration books for the Bonds maintained by the
Trustee upon receipt of proof of the payment of principal thereof to the
Bondholders of such Bonds. Notwithstanding anything in this [BOND
COUNSEL.: insert correct name for authorizing document] or the Bonds to
the contrary, the Trustee shall make payment of such past due interest and
past due principal directly to the Bond Insurer to the extent that the Bond
Insurer is a subrogee with respect thereto.

5. Amendm and lemen!

(a)

Any amendment or supplement to the authorizing document or any other principal
financing documents shall be subject to the prior written consent of the Bond
Insurer. Any rating agency rating the Bonds must recetve notice of each amendment
and a copy thereof at least 15 days in advance of its execution or adoption. The

Bond [nsurer shall be provided with a full transcript of all proceedings relating to -

the execution of any such amendment or supplement.

6. Defeasance Provisions

{a)

Only cash, direct non-callable 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, to which direct obligation or guarantee
the fisll faith and credit of the United States of America has been pledged, Refcorp
interest strips, CATS, TIGRS, STRPS, or defeased municipal bonds rated AAA by
S&P or Aaa by Moody’s (or any combination of the foregoing) shall be used to
effect defeasance of the Bonds unless the Bond Insurer otherwise approves. In the
event of an advance refunding, the Issuer shall cause to be delivered a verification
report of an independent nationally recognized certified public accountant. If a
forward supply contract is employed in connection with the refunding, (1) such
verification report shall expressly state that the adequacy of the escrow to
accomplish the refunding relies solely on the initial escrowed investments and the
maturing principal thereof and interest income thereon and does not. assume
performance under or compliance with the forward supply contract, and (i) the
applicable escrow agreement shall provide that in the event of any discrepancy or
difference between the terms of the forward supply contract and the escrow
agreement (or the authorizing document, if no separate escrow agreement is
utilized), the terms of the escrow agreement or authorizing document, if applicable,
shall be controlling.

7. Variable Rate [ndebtedness

(a)

For all purposes, variable rate indebtedness shall be assumed to bear interest at the
highest of: (i) the actual rate on the date of calculation, or if the indebtedness in not
vet outstanding, the initial rate (if established and binding), (ii) if the indebtedness
has been outstanding for at least twelve months, the average rate over the twelve
months immediately preceding the date of calculation, and (iii) (A) if interest on the
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®)

©

indebtedness is excludable from gross income under the applicable provisions of the
Internal Revenue Code, the most recently published Bond Buyer “Revenue Bond
Index” {or comparable index if no longer published) plus 50 basis points, or (B) if
interest is not so excludable, the interest rate on direct U.S. Treasury Obligations
with comparable maturities plus 50 basis points, provided, however, that for
purposes of any rate covenant measuring actual debt service coverage during a test
period, variable rate indebtedness shall be deemed to bear interest at the actual rate
per annum applicable during the test period.

In the case of vaniable rate issues in which financial covenants are based on the
synthetic fixed rate under a swap, utilization of the synthetic fixed rate under a
Swap for purposes of performing any required calculations under the applicable

legal documentation shall be permutted only if such documentation and the

applicable Swap satisfy the requirements of the applicable Exhibit attached hereto.

In the case of FGIC-insured variable rate bond issues, the liquidity facility
requirements attached as Exhibit [H] attached hercto shall be incorporated into all
appropriate sections of the authorizing documents.

Reporting Requirements

(@)

The Bond Insurer shall be provided with the following information:

(1) Within 120 days after the end of each of the Issuer’s, and, if applicable, the
Borrower’s, fiscal years, the budget for the succeeding year, the annual
audited financial statements, a statement of the amount on deposit in the
debt service reserve fund as of the last valuation, and, if not presented in the
audited financial statements, a statement of the revenues pledged to
payment of Bonds in each such fiscal year;

{i1) The official statement or other disclosure document, if any, prepared in
connection with the issuance of additional debt, whether or not on parity
with the Bonds within 30 days after the sale thereof; '

(iii)  Notice of any drawing upon or deficiency due to market fluctuation in the
amount, if any, on deposit, in the debt service reserve fund;

(iv) Notice of the redemption, other than mandatory sinking fund redemption, of
any of the Bonds, or of any advance refunding of the Bonds, including the
principal amount, maturitics and CUSIP numbers thereof’

) Simuitaneously with the delivery of the annual audited financial statements,

a statement of’ ‘ .

(A)  The number of system users as of the end of the fiscal year;

(B)  Notification of the withdrawal of any system user comprising 3%

' or more of system sales measured in terms of revenue dollars since
the last reporting date; '
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10.

11.

©) Any significant plant retirements or expansions plaoned or
undertaken since the last reporting date;

(D)  Maximum and average daily usage for the fiscal year;

(E) Updated capital plans for expansion and improvement projects; and

(F) Results of annual engineering inspections, if any, occurring at the
end of the fiscal year; and

(vi) Such additional information as the Bond Insurer may reasonably request
from time to time.

Payments Unconditional

(a) In the case of bond issues payable from amounts received under a loan agreement,
lease, or other payment contract (“Payment Agreement”), the payment obligations
under said Payment Agreement shall be absolute and unconditional, free of
deductions and without any abatement, offset, recoupment, diminution or set-off
whatsoever.

Notice Addresses

(a) The notice addresses for the Bond Insurer and the Fiscal Agent shall be included in
the authorizing document as follows: Financial Guaranty Insurance Company, 115
Broadway, New York, New York 10006, Attention: Risk Management; and State
Street Bank and Trust Company, N.A., 61 Broadway, New York, New York
10006, Attention: Corporate Trust Department.

Pl Rate Covenant, Additional Bonds Test

(a) The definition of “revenues” or “pledged revenues” shall include all revenues
generated by the enterprise.  The definition must exclude non-recurring revenues
such as grants. Rate stabilization funds and prior year surpluses may be
incorporated into the definition of “revenues” or “pledged revenues” but, as noted in
(c) below, all non-recurring revenues will be limited or subject to 2 cap in the
required computation of revenues for purposes of determining compliance with the
rate covenant.

®) Either a “net” or “gross” revenue pledge may be specified, however, a “net” pledge
is preferred. Net revenues shall be defined as gross revenues less operating
expenses. Operating expenses shall reflect all operating and maintenance expenses
related to the operations of the water and/or sewer enterprise, excluding
depreciation.

(c) A rate covenant shall be required. Net revenues in each fiscal year shall provide
coverage at least equal to 110% of annual debt service requirements on all
outstanding long term indebtedness, including the Bonds. If rate stabilization funds
and prior year surpluses are included in the definition of revenues, then their
inclusion in the required computation of “revenues” shall be limited to
demonstrating satisfaction only of that portion of the required coverage ratio which

bt



Financial Guaranty [nsurance EXHIBIT D
Company Page D-7

exceeds 100% (e.g.. 10% in the case of the 110% rate covenant). In thus situation,
recurring operating revenues less operating expenses (exciuding all rate stabilization
fund transfers and prior year surpluses) must provide coverage at ieast equal to
100% of annual debt service requircments for all outstanding long term
indebtedness, including the Bonds.

(d) The additional bonds test shall provide that either a nationally recognized,
independent certified public accountant or consulting engincer must provide a report
or feasibility study stating that adjusted “net” revenues for any 12 consecutive
months out of the immediately preceding 24 months shall be equal to not less than
110% of maximum annual debt service requirements on all outstanding long term
indebtedness, including the bonds to be issued. Projected revenues may be adjusted
to reflect (i) rates adopted but not yet in effect, (ii) existing dwelling units to be
connected, (iif) wholesale contracts to provide service to other entities that have
been signed but are not yet in effect and (iv) full year impact of rate increases and
contracts that have been in effect for a portion of the time period.

(e) Completion bonds to complete the project financed by the Bonds may be issued

without meeting the foregoing tests in an amount not to exceed 15% of the oniginal
principal amount of Bonds originally issued for the related project.

k\alvarez\oorrmit'stjhmd
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FINANCIAL GUARANTY INSURANCE COMPANY
PROCEDURES FOR
PAYMENT OF PREMIUM

Financial Guaranty's issuance of its Municipal Bond New Issue
Insurance Policy at bond closing is contingent upon its receipt of
the premium. NO POLICY MAY BE RELEASED UNTIL RECEIPT OF SUCH
AMOUNT HAS BEEN CONFIRMED. Set forth below are the procedures to
be followed for confirming the amount of the premium to ba paid and
for paying such amount:

Confirmation of Upon determination of the final debt

Amount to be Paid: service schedule, provide such schedule to
Financial Guaranty, Attantion: Sonia Leon-
Williamson at 212/312-3282 and subsequently
confirm with her thae amount of the premium.

Paxment: } Pramium Due Datea

Method of Payment: Wire Transfer of Federal Funds

Wire Transfer BANKERS TRUST NEW YORK
Instructions: ABA Number 021-001-033

16 Wall Street, New York, New York

For Credit to Financial Guaranty Insurance
Company
Account #50-256-127
FGIC Policy # .

FGIC CONTACT: Sonia Leon-Williamson (212/312-3282)

Any questions concerning these procedures or any premium payment
mathod other than cutlined above should be diracted to the
attention of Sonia Leon-Williamson at least two banking days prior
to the scheduled payment date.

CONFIRMATION OF RECEIPT OF PREMIUM

Financial Guaranty will accept as confirmation of the premium
payment a wire transfer number and the name of the sending
bank, to be communicated on the closing date to Sonia Leon-
Williamson 212/312-328B2.

Upon confirmation of the premium payment and satisfaction of
the other conditions set forth in the commitment letter,
Financial Guaranty will release the Policy.

REQUESTS FOR FURTHER INFORMATION OR
ALTERNATIVE PAYMENT ARRANGEMENTS

Requests for additional information regarding the procedures
described above or as to the acceptability of alternate payment -
procedures should be directed to Sonia Leon-Williamson 212/312-3282
at least two business days prior to the closing date.

wixe



Logo Presentation for Official Statement

All offering circulars relating to sacuritias insured by
Financial Guaranty are required to bear our "FGIC" Logo,
attached. It is essantial that the following legend
accompany the Logo on all such materials:

"PGIC is a registared service mark used by
Financial Guaranty Insurance Company, a
privatas company not affiliatad with any

U.S. 3overnment agency."

The legend must appear in bold face type, adiacent to the
Loge, and not as a footnotas.

Thank you for your cceperation in this matter and do not
hesitats te contact us with any gquestions on the use of the
Logo.

(L)
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Merrill Lynch & Co. Prudential Securities, Inc
QDate: June 20. 1999
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Ftrey [NvESTORS SeRy ce. L.P.

insurad /ssue Rating Fee Schedule

PUBLIC FINANCE

B . Notes/
Under 35 $1.300 §1.300 $2.000 $3.0900
3-20 $3.000 $2.000 $3.750 $3.000 ‘
20-30 $4.000 $3,500 $5.000 $8.000
50-100 : $6.500 $5.000 §7.500 - $11.000
Qver-100 $10.000 ‘ $7.500 $10.000 $16.000
Secondary market 1.5 basis points of par. $3.000 maximum
MUNICIPAL STRUCTURED FINANCE
Asset-Backed/Mongage-Backed C.P. $15.000 first year

$10.000  per year thereaiter

Long-Term Transactions .23 basis points

$40,000 maximum

L ]
Variable-Rats Transactions with Tender Opuons
[asurance (ee based on issue size and rype of ransacton listed above under
- Public Finance plus $5.000. E.g. 525 rmillion Heaith Care deal with a tender
optica will be $8.000 + 55,000 for a total of $13.000.

To request a raung, please call [nsured Mariet Services at (307) 754-2012 or (800) 85-FTTCH.

Schedule effective March 11 1996.”



@ Moody’s Investors Service

Statement on Ratings and Fees for Insured Issues

Disclosure to Issuers of Moody's Rating Practices
" and Obligations for FGIC Insured Issues

Assignment of FGIC’s Claims-Paying Rating to Insured Issues

Moody's Investors Service currently rates the insurance claims-paying ability of Financial Guaranty
[nsurance Company (FGIC) AQ@ for long-term obligations. [n connection with FGIC's commitment to
insure your upcoming issuance of debt, FGIC has applied to Moody’s to assign a credit rating to the issue.
Pursuant to FGIC's application, Moody's has undertaken to assign such a rating, and to maintain and revise
the rating as may from time to time be appropriate.

Prior to assigning a rating to your insured obligation, Moody's will review whether, in its judgment, FGIC's
insurance policy for the issue guarantees full and timely payment of all principal and interest when due, and
is permanent and unconditional for the life of the insured obligation. '
After Moody's assigns a rating, written confirmation of that action will be provided to you, with 2 copy pro-
vided to FGIC. Your issue and its rating will then be included in appropriate Moody's published ratings
directories and rating verification services.

Moody’s Review of Inforrnation From Issuers

As part of Moody’s overall evaluation of the insured portfolio of FGIC, Moody's may review the under-
lying credit quality of your insured obligation. In the course of such review, you may be contacted by a
Moody's analyst to answer questions and to verify information in hand.

[n accordance with its general practices, Moody’s may also publish the underlying credit rating of your issue.

Rating Fees for Insured Issues

] SLEITT UL FRITONS 3
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a) for each fuily insured obligation rated by Moody's. Moody's will bill you (or the purchaser of the
insurance, if different) directly:

b) If an issue has received a Moody's rating on an uninsured basis and the issue (or a portion thereof)
is subsequently insured on a secondary market basis (2 ‘secondary market obligation’), Moody's
will bill FGIC without an additional charge to you for the insured rating; ot

¢) If an issue has received a Moody's rating and the insurance contract covers less than the entire
amount of principal and interest due (a ‘partiaily insured obligation’), Moody's will bill FGIC,
if appropriate, without an additional charge to you for the ranng.

The invoice for your fully insured issue will be forwarded to you from Moody's Financial Guarantee

Services desk or can be quoted to you by calling Moody's at (212) 553-1631.
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THE FOLLOWING IS PROVIDED FOR THE ISSUER’S CONVENIENCE AND
IS NOT INTENDED FOR INCLUSION IN ANY DISCLOSURE DOCUMENT

We have enclosed certain materials prepared by Moody’s [nvestors Service, Inc. and
Fitch IBCA, Inc., respectively, at their request and for the issuer’s convenience.
Financial Guaranty assumes no responsibility for such information and makes no
representation as to the accuracy or completeness of such information,

If an issuer desires to obtain ratings for its insured securities, it should contact the
applicable rating agencies directly. Ratings for an insured issue and payment of the fees
charged by any rating agency for rating an insured issue are a matter solely between the
issuer and the respective rating agency. Financial Guaranty is not responsible for any
such fees and will not seek to confirm the issuer’s payment of such fees. The release of
Financial Guaranty’s bond insurance policy is not subject to the payment of such fees. If
an issuer has any questions relating to such ratings or the payment of rating agency fees,
the issuer should contact the applicable rating agency directly.

tempiatairamgs
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Financial Guaranty [nsurance
Company

115 Broadwav

New York. NY 10006

(212) 312-3000

(800} 352-0001

A GE Capital Company

Commitment
For Municipal Bond Insurance

Issuer: St. Johns County, Flonda

Bonds Insured: Water and Sewer Revenue
Refunding Bonds, Series 19994, issued under the
document authorizing the issuance of the Bonds,
as amended and supplemented

Date of Commitment: April 14, 1999
Expiration Date: June 14, 1999*

Premium: 195% of Maximum Amount of
Policy :

Mazximum Amount: A dollar amount equal to
the [debt service reserve requirement for the
Bonds}, as specified in the authorizing document

FINANCIAL GUARANTY INSURANCE COMPANY
(“Financial Guaranty™) .

A Stock Insurance Company

hereby commits to issue a Municipal Bond Debt Service Reserve Fund Policy (the “Reserve
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 DEBT SERVICE RESERVE FUND 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 matenal fact necessary in order t make the information

contained therein not misleading.

Guaranty not later than Apnl 21, 1999.

Page 1 of §

Subject to written acceptance of this Commitment being furnished to Financial



Financial Guaranty Insurance
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 th
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 Reserve Policy or the
reserve fund 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 documenuation 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
unqualified approving opinion of bond counsel rendered by a law firn
acceptable to Financial Guaranty, which opinion shall include a statement to
the effect that the interest on the Bonds is excludable from gross income for
faderal income tax purposes under the Internal Revenue Code of 1986 (if the
Bonds are issued as tax-exempt obligarions).

(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.

()  An opinion of bond counsel, addressed to and in form and substance
satisfactory to Financial Guaranty, as to the due authorization, validity and
enforceability of the authorizing document (as hereinafter defined) and all
other principal financing documents.

(d  Evidence of wire transfer in Federal funds in an amount equal to the
insurance premium, unless altemnative arrangements for the payment of such
amount acceptable to Financial Guaranty have been made prior to the delivery
date of the Reserve Policy.

6. The document authorizing the issuance of the Bonds, as amended and supplemented
(the “authorizing docunent”) shall include the following terms and conditions:

Page 2 of 5
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Financial Guaranty [nsurance

Company

(a)

()

(©)

(d)

(e)

B

The flow of funds shall be revised to provide that the Issuer’s repayment of
any draws under the Reserve Policy and related reasonable expenses incurred

by Financial Guaranty (together with interest thereon at a rate equal to the

lower of (i) the prime rate of Morgan Guaranty Trust Company of New York
in effect from time to time plus 2% per annum and (i) the highest rate
permitted by law) shall enjoy the same priority as the obligation to maintain
and refill the reserve fund Repayment of draws, expenses and accrued
interest (collectively, “Policy Costs™) shall commence in the first month
following each draw, and each such monthly payment shall be in an amount at
least equal to 1/12 of the aggregate of Policy Costs related to such draw. If
and to the extent that cash has also been deposited in the reserve fund, all
such cash shall be used (or investments purchased with such cash shall be
liquidated and the proceeds applied as required) prior to any drawing under
the Reserve Policy, and repayment of any Policy Costs shall be made prior to
replenishment of any such cash amounts. If, in addition to the Reserve
Policy, any other reserve fund substirute instrument (“Additional Reserve
Policy”) is provided, drawings under the Reserve Policy and any such
Additional Reserve Policy, and repayment of Policy Costs and reimbursement
of amounts due under the Additional Reserve Policy, shall be made on a pro
rata basis (calculated by reference to the Maximum Amounts available
thereunder) after applying all available cash in the reserve fund and prior to
replenishment of any such cash draws, respectively.

If the Issuer shall fail to repay any Policy Costs in accordance with the
requirements of Paragraph 6(a) hereof, F inancial Guaranty shall be entitled to
exercise any and all remedies available at law or under the authorizing
document other than (i) acceleration of the maturity of the Bonds or (ii)
remedies which would adversely affect Bondholders.

The authorizing document shall not be discharged until all Policy Costs owing
to Financial Guaranty shall have been paid in full,

As security for the Issuer’s repayment obligations with respect to the Reserve
Policy, Financial Guaranty shall be granted a secunity interest (subordinate
only to that of the Bondholders) in all revenues and collateral pledged as
security for the Bonds: : ‘

The additional bonds test and the rate covenant, if any, in the authorizing
document shall expressly provide for at least one tmes coverage of the
Issuer’s obligations with respect to repayment of Policy Costs then due and
owing. Furthermore, no additional bonds may be issued without Financial
Guaranty’s prior written consent if any Policy Costs are past due and owing
to Financial Guaranty. :

The authonzing document shall require the Trustee or Paying Agent, as
applicable (the “Trustee”) to ascertain the necessity for a claim upon the
Reserve Policy and to provide notice to Financial Guaranty in accordance

Page 3 of 5
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Financial Guaranty [nsurance
Company

10.

1.

12.

with the terms of the Reserve Policy at least two business days prior to each
interest payment date.

(8)  The authorizing document shall not be modified or amended without the prior
written consent of Financial Guaranty.

(h)  Financial Guaranty shall be provided with written notice of the resignation or
removal of the Trustee and the appointment of a successor thereto and of the
issuance of additional indebtedness of the Issuer at 115 Broadway, New
York, New York 10006, Attention: Risk Management.

i) All of the conditions set forth in Financial Guaranty’s Commitment for

Municipal Bond Insurance in connection with the issuance of the Bonds shall
have been met.

The Trustee, the Paying Agent or such other third party as shall be acceptable to

Financial Guaranty shall be the custodian of the Reserve Policy and act as fiduciary
for the Bondholders in respect thereof.

No policy of municipal bond insurance other than a policy issued by Financial
Guaranty shall be provided as security for the payment of principal and interest on the
Bonds.

The Reserve Policy shall terminate on the earlier of the scheduled final maturity date
of the Bonds or the date on which no Bonds are outstanding under the authorizing
document

Prior to delivery of the Reserve Policy, the Issuer shall deliver to Financial Guaranty
an executed Debt Service Reserve Fund Policy Agreement in substantially the form
of Exhibit B hereio (the “Agreement”) and an opinion of counsel to the Issuer in form
and substance satsfactory 1o Financial Guaranty as to the due authorizaton, validity
and enforceability of the Agreement.

Any official statement or similar disclosure document relating to the Bonds Insured
shall contain only (i) the language included in Exhibit C hereto and (ii) such other
references to Financial Guaranty and the Reserve Policy as we shall supply or

approve.

Promptly after the issuance of the Reserve Policy, Financial Guaranty shall receive a
completed set of executed documents.

DavidkE-Lopp

Team Leader

K\alvarez\commit\stjhns
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Financial Guaraniy Insurance
Company

To keep this commitment in effect to the Expirarion Date set forth on the first page, Financial
Guaranty must receive by Apnl 21, 1999, a duplicate of this Commitment executed by an
appropniate officer of the Issuer.

The undersignéd agrees that if the reserve fund requirement for the Bonds is met in whole or
in part by a surety bond, letter of credit or insurance policy, such reserve fund credit
instrument shall be a Reserve Policy provided by Financial Guaranty 1n accordance with the

terms of this Commitment.

Accepted as of , 1999 by St Johns County, Flornda.

Name:

Title:

k\aivarer\commir\stjhns
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CANDIL A

Financial Guaranty Insurance Fﬁ
Company .
115 Broadway

New York, NY 10006

(212) 312-3000
(800) 352-0001

A GE Capital Company

Municipal Bond Debt Service
Reserve Fund Policy

Issuer: Policy Number:

Control Number: 0010001 SRR
Bonds: , together with amy parity obligations Premiu
issued under the authorizing document, as amended and
supplemented, and secured by the same debt service ount:
reserve fund

Paying Agent: l\ Termination Date:

Financial Guaranty Insurance Compan cial Guaranty™), a New York stock insurance compary, in
consideration of the payment of the premisin and subject to the terms of this Policy, hereby unconditionally
and irrevocably agrees to pay the paying agent named above or itS SUCCESSOr, as paying agent for the Bonds’
(the “Paying Agent™), for the benefit of Bondholders, that portion (not to exceed the Maximum Amount set
forth above) of the amount required to pay principai and interest (but not any prepayment premium) on the
Bonds which shall become Due for Payment but shall be unpaid by reason of Nonpayment by the Issuer. No
payment shall be duc hereunder for any event of Nonpayment that occurs afier the Terminalion Date set forth
above.

Financial Guaranty will make such payment fo the Paying Agent on the date such principal or interest
becomes Due for Payment or on the Business Day next following the day on which Financial Guaranty shall
have received Notice of Nonpayment, whichever is later. Upon such disbursement, Financial Guaranty shall
become entitled to reimbursement therefor (together with interest thereon) all as provided in Lthe Debt Service
Reserve Fund Policy Agreement berween the Issuer and Financial Guaranty dated as of the Effective Date of
this Policy. The Maximum Amount shall be automatically reinstated when and to the extent that the Issuer
repays amounts disbursed hereunder, but shall not be reinstated to the extent of amounts received by Financial
Guaranty constituting interest on amounts disbursed to the Paying Agent pursuant o this Policy. Financial
Guaranty shall provide Notice to the Paying Agem of any reinstatement” of any porton of the Maximum
Amount within one Business Day of such reinstatement.

This Policy is non-cancellable for any reason, including the failure of the Issuer to reimburse Financial
Guaranty for any payment made hercunder.

As used herein, the term “Bondhoider” means, as to a particular Bond, the person other than the Issuer who, at
the time of Nonpayment, is entitled under the terms of such Bond to payment thereof. “Due for Payment™
means, when referring to the principal of a Bond, the stated maturity date thereof or the date on which the
same shall have been duly called for mandatory sinking fund redemplion and does not refer to any earlier date
on which payment is duc by reason of call for redemption (other than by mandatory sinking fund redemption),
acceleration or other advancement of maturity and means, when referring to interest on a Bond, the stated date =
for payment of interest. “Nonpayment” in respect of a Bond means the failure of the Issuer to have provided

FGIC is a registered service mark used by Financial Guarantv [nsurance Company under license from ita paremt company, FGIC Comporation. .
Page | of 2

Form 5008 (12/94)



Financial Guaranty Insurance
Company

115 Broadway

New York, NY 10006

(212) 312-3000

(800) 352-0001

=

A GE Caprial Company

Municipal Bond Debt Service
Reserve Fund Policy

sufficient funds to the Paying Agent for payment in full of all principal and interest Due for Payment on such
Bond and includes any payment of principal or interest made to a Bondhglder by or on behalf of the issuer of
such Bond which has been recovered from such Bondholder p x&Um’ted States Bankruptcy Code by
a trustee in bankruptcy in accordance with a final, nonap I8 order of a court having competent
jurisdiction. “Notice” means telephonic or telegraphic RONSE. uently confirmed in writing, or written
notice by registered or certified mail, from the Payfig kt or the Bonds to Financial Guaranty or from
Financial Guaranty to the Paying Agent, as ca% m . “Business Day” means any day other than a
Saturday, Sunday or a day on which the Pa epd 15 authorized by law to remain closed.

In Witness Whereof, Financial Guaranty caused this Policy to be affixed with its corporate seal and to be
signed by its duly authorized officer in facsimile to become effective and binding upon Financial Guaranty by
virtue of the countersignature of its duly authorized representative.

President

Effective Date: Authorized Representative

State Street Bank and Trust Company, N.A_, acknowledges that it has agreed’io perform the duties of Fiscal
Agent under this Policy.

Authorized Officer

FGIC is a registered service mark used bv Financial Guarantv Insurance Company under Yicense from its parent company, FGIC C Lion

et

Form 9008 (12/94) Page 2 of 2



Financial Guaranty Insurance b ]
Company

115 Broadway FG' IC
New York, NY 10006

(212) 312-3000
(800) 352-0001

A GE Capital Company

Endorsement _
To Financial Guaranty Insurance Company
Insurance Policy

o,

Policy Number: Controi Number: 0010001

The insurance provided by this Policy is not covered by the Fl ¢e Guaranty Association (Florida
Insurance Code, Sec. 631.50 et seq.). @

NOTHING HEREIN SHALL BE CONSTR W . ALTER, REDUCE OR AMEND COVERAGE
IN ANY OTHER SECTION OF THE PO ) CONTRARY TO THE POLICY LANGUAGE,

THE TERMS OF THIS ENDORSEMEN SXPERSEDE 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 officer in facsimile to become effective and binding upon Financial
Guaranty by virue of the countersignature of its duly authorized representative.

President

Effective Date: ' Authorized Representative

Acknowledged as of the Effective Date wﬁuen ahdve:

A7

Authorized Officer :“. Licensed Resident Agent
State Street Bank and Trust Company, N.A., as Fiscal Agent

COUNTERSIGNATURE:

FGIC is a registcred service mark used by Financial Guarantv [nsurance Company under license from its parent company, FGIC Corporation,

Form E-0032 (10/93) Page 1 of 1




Financial Guaraney fnsurance EXHIBIT B
(ompany Page B-1

DEBT SERVICE RESERVE FUND POLICY AGREEMENT

AGREEMENT, dated as of , by and between St. Johns County, Florida (the “Issuer”)
and Financial Guaranty Insurance Company (the “Insurer™).

In consideration of the issuance by the Insurer of its Municipal Bond Debt Service
Reserve Fund Policy (the “Reserve Policy”™) with respect to the Issuer’s Taxable Water and
Sewer Revenue Refunding Bonds, Series 1999B (the “Bonds™), issued under the document
authorizing the issuance of the Bonds, as amended and supplemented (the “Authorizing
Document”) and the Issuer’s payment to the Insurer of the insurance premium for the Reserve
Policy, the Insurer and the Issuer hereby covenant and agree as follows:

L. Upon any payment by the Insurer under the Reserve Policy, the Insurer shall furnish to
the Issuer written instructions as to the manner in which repayment of amounts owed
to the Insurer as a result of such payment shall be made.

2. The Issuer shall repay the Insurer the principal amount of any draws under the
Reserve Policy and related reasonable expenses incuired by the Insurer and shall pay
interest thereon at a rate equal to the lower of (i) the prime rate of Morgan Guaranty
Trust Company of New York in effect from time to time plus 2% per annum and (i1)
the highest rate permitted by law.

3. Repayment of draws, expenses and the interest thereon (collectively, “Policy Costs™)
shall enjoy the same priority as the obligation to maintain and refill the reserve fund.

4. Payment of Policy Costs shall commence in the first month following each draw, and
each such monthly payment shall be in an amount at least equal to 1/12th of the
aggregate of Policy Costs related to such draw.

5. Amounts paid to the Insurer shall be credited first to interest due under the Reserve
Policy and hereunder, then to the expenses due hereunder and then to principal due
under the Reserve Policy and hereunder. As and to the extent that payments are made
to the Insurer on account of principal due under the Reserve Policy and hereunder, the
coverage under the Reserve Policy will be increased by a like amount. '

6. If the Issuer shall fail to repay any Policy Costs in accordance with the requirements of
the Authorizing Document and this Agreement, the Insurer shall be entitled to exercise
any and all remedies available at law or under the Authorizing Document other than (1)
acceleration of the maturity of the Bonds or (ii) remedies which would adversely affect
Bondholders.

7. The Issuer shall ascertain the necessity for a claim upon the Reserve Policy and
provide notice to the Insurer in accordance with the terms of the Reserve Policy at
least two business days prior to each date upon which interest or prncipal is due on
the Bonds.

8. All cash and investments in the reserve fund shall be utiized for making required
transfers to the debt service fund for payment of debt service on the Bonds before

at



Financial Guaranty [nsurance

EXHIBIT B

Company Page B-2

10.

11

12.

13.

14.

15.

making any draws on any alternative credit instrument Repayment of any Policy
Costs shall be made prior to replenishment of any such cash amounts. Draws on all
alternative credit instruments on which there is available coverage shall be made on a
pro rata basis (calculated by reference to coverage then available under each such
alternative credit instrument) after applying avalable cash and investments in the
reserve fund Repayment of Policy Costs and reimbursement of amounts with respect
to alternative credit instruments shall be made on a pro rata basis (calculated by
reference to the coverage then available under each such altemative credit instrument)
prior to replenishment of any cash draws on the reserve fund

The Authorizing Document shall not be modified or amended without the prior writtﬁ
consent of the Insurer.

The Authorizing Document shall not be discharged until all Policy Costs owing to
Financial Guaranty shall have been paid in full.

As security for the Issuer’s repayment obligations with respect to the Reserve Policy, -

the Insurer is hereby granted a security interest (subordinate only to that of the
Bondholders) in all revenues and collateral pledged as security for the Bonds.

The rate covenant and the additional bonds test (in each case, if applicable) in the
Authorizing Document shall be calculated with at least one times coverage of the
Issuer’s obligations with respect to repayment of Policy Costs then due and owng.
Furthermore, no additional bonds may be issued under the Authonzing Document
without the Insurer’s prior written consent if any Policy Costs are past due and owing
to the Insurer.

The Issuer shall provide Financial Guaranty with the following information:

(a) Budget for each year and annual audited financial statements, within 120 days
after the end of its fiscal year.

(b)  Official statement or similar disclosure document, if any, prepared in
connection with the issuance of additional debt

(c) Notice of the redemption, other than mandatory sinking fund redempton, of
any of the Bonds.

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

Notices to the Insurer shall be sent to the following address (or such other address as
the Insurer may designate in writing): Financial Guaranty Insurance Company, 115
Broadway, New York, New York 10006, Attenrion: Risk Management.

This Agreement may be executed in counterparts, each of which alone and all of
which together shall be deemed one original Agreement.

] sﬁit



Financial Guaraney [nsurance EXHIBIT B
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16. If any one or more of the agreements, provisions or terms of this Agreement shall be
for any reason whatsoever held invalid, then such agreements, provisions or terms
shall be deemed severable from the remaining agreements, provisions or terms of this
Agreement and shall in no way affect the validity or enforceability of the other
provisions of this Agreement.

17.  All capitalized terms used herein and not otherwise defined shall have the meanings
ascribed to them in the Authorizing Document.

18. This Agreement and the rights and obligations of the parties of the Agreement shall be
governed by and construed and interpreted in accordance with Florida law.

IN WITNESS WHEREOQF, the parties hereto have set their hands as of the date
written above.

St. Johns County, Flonda

By:
Name:
Title:

Financial Guaranty Insurance Company

By:
Name:
Title:

k\alvarez\commit'stjkns
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DISCLOSURE LANGUAGE FOR INCLUSION IN O.§,, IF ANY
(As used herein, “Bonds” means all Bonds to which FGIC’s Reserve Policy applies) -

Debt Service Reserve Fund Policy

Concwrrently with the issuance of the Bonds, Financial Guaranty Insurance Company
(“Financial Guaranty”) will issue its Municipal Bond Debt Service Reserve Fund Policy (the
“Reserve Policy”). The Reserve Policy unconditionally guarantees the payment of that portion
of the principal of and interest on the Bonds which has become due for payment, but shail be
unpaid by reason of nonpayment by the Issuer, provided that the aggregate amount paid under
the Reserve Policy may not exceed the maximum amount set forth in the Reserve Policy,
(S ]. Financial Guaranty will make such payments to the paying agent (the “Paying
Agent”) for the Bonds 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 wnting or written notice by
registered or certified mail from the Paying Agent of the nonpayment of such amount by the
Issuer. 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 2 final
nonappealable order of a court having competent jurisdiction.

The Reserve Policy is non-cancellable and the premium will be fully paid at the time of
delivery of the Bonds. The Reserve Policy covers failure to pay principal of the Bonds on their
respective stated maturity dates, or dates on which the same shall have been 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. The Reserve Policy shall terminate on the earlier of the scheduled final matunty
date of the Bonds or the date on which no Bonds are outstanding under the authorizing
document.

Generally, in connection with its issuance of a Reserve Policy, Financial Guaranty requires,
among other things, (i) that, so long as it has not failed to comply with its payment obligations
under the Reserve Policy, it be granted the power to exercise any remedies available at law or
under the authorizing document other than (A) acceleration of the Bonds or (B) remedies
which would adversely affect holders in the event that the issuer fails to reimburse Financial
Guaranty for any draws on the Reserve Policy; and (ii) that any amendment or supplement to
or other modification of the principal legal documents be subject to Financial Guaranty's
. consent. The specific rights, if any, granted to Financial Guaranty in connection with its
issuance of the Reserve Policy are set forth in the description of the principal legal documents
appearing elsewhere in this Official Statement. Reference should be made as well to such
description for a discussion of the circumstances, if any, under which the issuer of the Bonds
is required to provide additional or substitute credit enhancement, and refated matters.

This Official Statement contains a section regarding the rarings assigned to the Bonds and
reference should be made to such section for a discussion of such ratings and the basis for
their assignment to the Bonds. Reference should be made to the description of the Issuer for a

wh
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discussion of the ratings, if any, assigned to such entity’s outstanding parity debt that is not
secured by credit enhancement.

The Reserve Policy is not covered by the Property/Casua]ry Insurance Security Fund specified
in Article 76 of the New York Insurance Law or by the Flonda Insurance Guaranty
Association (Florida Insurance Code, §§ 631.50 et seq.).

Financial Guaranty is a wholly-owned subsidiary of FGIC Corporation (the “Corporation™), a
Delaware holding company. The Corporation is a subsidiary of General Electric Capital
Corporation (“GE Capital”). Neither the Corporation nor GE Capital is obligated to pay the
debts of or the claims against Financial Guaranty. Financial Guaranty is a monoline financial
guaranty insurer domiciled in the State of New York and subject to regulation by the State of
New York Insurance Department. As of December 31, 1998, the total capital and surplus of
Financial Guaranty was $1,258,215,191. Financial Guaranty prepares financial statements on
the basis of both statutory accounting principles and generally accepted accounting principles.
Copies of such financial statements may be obtained by writing to Financial Guaranty at 115
Broadway, New York, New York 10006, Attention: Communications Department (telephone
number: 212-312-3000) or to the New York State Insurance Department at 25 Beaver Street,
New York, New York 10004-2319, Attention: Financial Condition Property/Casualty Bureau
(telephone number: 212-480-5187).

NOTE TO DRAFTER OF DISCLOSURE DOCUMENT:

The above disclosure statement uses the term “Official Statement.” If the disclosure
document has a different descriptive title, the disclosure statement should be modified

accordingly.



Financial Guaranty [nsurance
Company

115 Broadway

New York. NY 10006

(212) 312-3000

{800} 352-0001

A GE Capital Cormpany

Commitment _
For Municipal Bond Insurance

Issuer: St Johns County, Florida

Bonds Insured: Taxable Water and Sewer
Revenue Refunding Bonds, Series 1999B, issued
under the document authorizing the issuance of the
Bonds, as amended and supplemented

Date of Commitment: Aprnl 14, 1999
Expiration Date: June 14, 1999"

Premium: 1.95% of Maximum Amount of
Policy

"Maximum Amount: A dollar amount equal to

the [debt service reserve requirement for the
Bonds], as specified in the authorizing document

FINANCIAL GUARANTY INSURANCE COMPANY
(“Financial Guaranty”)

A Stock Insurance Company

hereby commits to issue a Municipal Bond Debt Service Reserve Fund Policy (the “Reserve
Policy™), in the form attached heretc 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 DEBT SERVICE RESERVE FUND POLICY SHALL BE
ISSUED IF THE FOLLOWING CONDITIONS ARE SATISFIED:

L. 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 matenal f_act
and shall not fail to state a material fact necessary in order to make the information

contained therein not misleading.

Guaranty not later than Apnl 21, 1999

Page 1 of 5

Subject to written acceptance of this Commitment being furnished to Financial

.ab



Financial Guaramy Insurance
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 matenal 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 descnptions or forms
thereof approved by Financial Guaranty.

4. The Bonds shall contain no reference to Financial Guaranty, the Reserve Policy or the
reserve fund insurance evidenced thereby except as may be approved by Financial
Guaranty.

S. Financial Guaranty shall be provided with:

(a) Executed copies of all financing documents, the official statement (or anmy
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
unqualified approving opinion of bond counsel rendered by a law fim
acceptable to Financial Guaranty, which opinion shall include a statement to
the effect that the interest on the Bonds is excludable from gross income for
federal income tax purposes under the Intemal Revenue Code of 1986 (if the
Bonds are issued as tax-exempt obligations).

(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.

(c) An opinion of bond counsel, addressed to and in form and substance
satisfactory to Financial Guaranty, as to the due aathonzation, validity and
enforceability of the authorizing document (as hereinafter defined) and all
other principal financing documents.

(d)  Evidence of wire transfer in Federal funds in an amount equal to the
insurance premium, unless alternative arrangements for the payment of such
amount acceptable to Financial Guaranty have been made prior to the delivery
date of the Reserve Policy.

6. The document authorizing the issuance of the Bonds, as amended and supplemented
(the “authorizing document”) shall include the following terms and conditions:

Page2of 5
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(3

(®)

(©)

CY

(e

(®

The flow of funds shall be revised to provide that the Issuer’s repayment of
any draws under the Reserve Policy and related reasonable expenses incurred
by Financial Guaranty (together with interest thereon at a rate equal to the
lower of (i) the prime rate of Morgan Guaranty Trust Company of New York
in effect from time to time plus 2% per annum and (ii} the highest rate

. permitted by law) shall enjoy the same priority as the obligation to maintain

and refill the reserve fund Repayment of draws, expenses and accrued
interest {collectively, “Policy Costs”™) shall commence in the first month
following each draw, and each such monthly payment shall be in an amount at
least equal to 1/12 of the aggregate of Policy Costs related to such draw. If
and to the extent that cash has also been deposited in the reserve fund, all
such cash shall be used (or investments purchased with such cash shall be
liquidated and the proceeds applied as required) prior to any drawing under
the Reserve Policy, and repayment of any Policy Costs shall be made prior to
replenishment of any such cash amounts. If, in addition to the Reserve
Policy, any other reserve fund substitute instrument (“Additional Reserve
Policy”) is provided, drawings under the Reserve Policy and any such
Additional Reserve Policy, and repayment of Policy Costs and reimbursement
of amounts due under the Additional Reserve Policy, shall be made on a pro
rata basis (calculated by reference to the Maximum Amounts available
thereunder) after applying all available cash in the resetve fund and prior to
replenishment of any such cash draws, respectively.

If the Issuer shall fail to repay any Policy Costs in accordance with the
requirements of Paragraph 6(a) hereof, Financial Guaranty shall be entitled to
exercise any and all remedies available at law or under the authorizing
document other than (i) acceleration of the maturity of the Bonds or (i)
remedies which would adversely affect Bondholders.

The authorizing document shall not be discharged until all Policy Costs owing
to Financial Guaranty shall have been paid in full.

As security for the Issuer’s repayment obligations with respect to the Reserve
Policy, Financial Guaranty shall be granted a security interest (subordinate
only to that of the Bondholders) in all revenues and collateral pledged as
security for the Bonds. )

The additional bonds test and the rate covenant, if any, in the authorizing
document shall expressly provide for at least one nmes coverage of the
Issuer’s obligations with respect to repayment of Policy Costs then due and
owing. Furthermore, no additional bonds may be issued without Financial
Guaranty’s prior written consent if any Policy Costs are past due and owing
to Financial Guaranty. :

The authorizing document shali require the Trustee or Paying Agent, as
applicable (the “Trustee™) to ascertain the necessity for a claim upon the
Reserve Policy and to provide notice to Financial Guaranty in accordance

Page 3 of 5
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10.

11.

12.

with the terms of the Reserve Policy at least two business days prior to each
interest payment date.

(g8)  The authorizing document shall not be modified or amended without the prior
written consent of Financial Guaranty.

(h) Financial Guaranty shall be provided with written notice of the resignation or
removal of the Trustee and the appointment of a successor thereto and of the
issuance of additional indebtedness of the Issuer at 115 Broadway, New
York, New York 10006, Attention: Risk Management.

(1) All of the conditions set forth in Financial Guaranty’s Commitment for
Municipal Bond Insurance in connection with the issuance of the Bonds shall
have been met.

The Trustee, the Paying Agent or such other third party as shall be acceptable to
Financial Guaranty shall be the custodian of the Reserve Policy and act as fiduciary
for the Bondholders in respect thereof.

No policy of municipal bond insurance other than a policy issued by Financial
Guaranty shall be provided as security for the payment of principal and interest on the
Bonds.

The Reserve Policy shall terminate on the eartier of the scheduled final maturity date
of the Bonds or the date on which no Bonds are outstanding under the authorizing
document.

Prior to delivery of the Reserve Policy, the Issuer shall deliver to Financial Guaranty
an executed Debt Service Reserve Fund Policy Agreement in substantially the form
of Exhibit B hereto (the “Agreement”) and an opinion of counsel to the Issuer in form
and substance satisfactory to Financial Guaranty as to the due authorization, validity
and enforceability of the Agreement.

Any official statement or similar disclosure document relatiﬁg to the Bonds Insured
shall contain only (i) the language included 1 Exhibit C hereto and (ii) such other
references to Financial Guaranty and the Reserve Policy as we shall supply or

approve.

Promptly after the issuance of the Reserve Policy, Financial Guaranty shall receive a
completed set of executed documents.

—
David&-Eopp

Teamn Leader

k\alvarez\comuonit\stjhns

Page 4 of 5
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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 April 21, 1999, a duplicate of this Commitment executed by an

appropriate officer of the Issuer.

The undersigned agrees that if the reserve fund requirement for the Bonds is met in whole or
in part by a surety bond, letter of credit or insurance policy, such reserve fund credit
instrument shall be a Reserve Policy provided by Financial Guaranty in accordance with the
terms of this Commitment.

Accepted as of , 1999 by St. Johns County, Flonda.

Name:

Title:

kalvarez\cormnitatjhns

Page 5 of 5
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EANIDIT A

Financial Guaranty Insurance rerafy=
Company m IC
115 Broadway

New York, NY 10006

(212) 312-3000
(800) 352-0001

A GE Capital Company

Municipal Bond Debt Service
Reserve Fund Policy

[ssuer: Policy Number:

Control Number: 0010001
Bonds: , together with any parity obligations Premium
issued under the authorizing document, as amended and
supplemented, and secured by the same debt service ount:
reserve fund

iy

Paying Agent: l\ Termination Date:

Financial Guaranty Insurance Compan ancial Guaranry™), a New York stock insurance company, in
consideration of the payment of the premifin and subject to the terms of this Policy, hereby unconditionally
and irrevocably agrees to pay the paying agent named above or its successor, as paying agent for the Bonds
(the “Paying Agent™), for the benefit of Bondholders, that portion (not to exceed the Maximum Amount sct
forth above) of the amount required to pay principal and interest (but not any prepayment premium) on the
Bonds which shall become Due for Payment but shail be unpaid by reason of Nonpayment by the Issuer. No
payment shail be due hereunder for any event of Nonpayment that occurs after the Termination Date set forth
above.

Financial Guaranty will make such payment to the Paying Agent on the date such principal or interest
becomes Due for Payment or on the Business Day next following the day on which Financial Guaranty shall
have received Notice of Nonpayment, whichever is later. Upon such disbursement, Financial Guaranty shall
become entitled to reimbursement therefor (together with interest Lthereon) all as provided in the Debt Service
Reserve Fund Policy Agreement between the Issuer and Financial Guaranty dated as of the Effective Date of
this Policy. The Maximum Amount shall be automatically reinstated when and to the extent that the Issuer
repays amounts disbursed hereunder, but shall not be reinstated 1o the extent of amounts received by Financial
Guaranty constituting interest on amounts disbursed to the Paying Agent pursuant to this Policy. Financial
Guaranty shall provide Notice to the Paying Agent of any reinstatement of any portion of the Maximum
Amount within one Business Day of such reinstatement.

This Policy is non-cancellable for any reason, including the failure of the Issuer to reimburse Financial
Guaranty for any payment made hereunder.

As used herein, the term “Bondholder” means, as to a panicular Bond, the person other than the Issuer who, at
the time of Nonpayment, is entitled under the terms of such Bond to payment thereof. “Due for Paymemnt”
means, when referring to the principal of a Bond, the stated maturity date thereaf or the date on which the
same shall have been duly 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),
acceleration or other advancement of maturity and means, when referring to interest on a Bond, the stated dale
for payment of interest. “Nonpayment” in respect of a Bond means the failure of the Issuer to have provided

FGIC is a registered service mark used bv Financial Guarantv Insurance Company under license from its parent companv, FGIC Corporation.

Form 9008 (12/94) Page 1 of 2



Financial Guaranty Insurance ]
115 Broadvay FGIC.
New York, NY 10006

(212) 312-3000
(800) 352-0001

A GE Capifal Campany

Municipal Bond Debt Service
Reserve Fund Policy

sufficient funds to the Paying Agent for payment in full of all principal and interest Due for Payment on such
Bond and includes any payment of principal or interest made to a Bo lder by or on behalf of the issuer of
such Bond which has been recovered from such Bondholder p %United States Bankruptcy Code by
" a trustee in bankruptcy in accordance with a final, nonapgg order of a court having competem
jurisdiction. “Notice” means telephonic or telegraphic Ro§ uently confirmed in writing, or written
notice by registered or certified mail, from the Pay g& or the Bonds to Financial Guaranty or from
Financial Guaranty to the Paying Agent, as “Business Day” means any day other than a
Saturday, Sunday or a day on which the 1S authorized by law to remain closed.

In Witness Whereof, Financial Guaranty caused this Policy to be affixed with its corporate seat and to be

signed by its duly authorized officer in facsimile o become effective and binding upon Financial Guaraoty by:

virme of the countersignature of its duly authorized representative.

President

Effective Date: : Authorized Representative

State Street Bank and Trust Company, N.A., acknowledges that it has agreedto perform the duties of Fiscal

Agent under this Policy.

Authorized Officer

GIC is a regi service mark used by Financial Guapanty Insurance Company under license from jts anv, FGIC C jon
Form 5008 (12/94) Page2 of 2
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Financial Guaranty Insurance
Company

115 Broadway

New York, NY 10006

(212) 312-3000

(800) 3520001

A GE Capital Company

Endorsement
To Financial Guaranty Insurance Company
Insurance Policy

Policy Number: Control Number: 0010001

The insurance provided by this Policy is not covered by the Fi Guaranty Association (Florida

Insurance Code, Sec. 631.50 et segq.).

, ALTER, REDUCE OR AMEND COVERAGE
CONTRARY TO THE POLICY LANGUAGE,
E THE POLICY LANGUAGE.

In Witness Whereof, Financial Guaranty has caused this Endorsemént to be affixed with its corporate seal and
10 be signed by its duly authorized officer in facsimile to become effective and binding upon Financial
Guaranty by virtue of the countersignarure of its duly authorized representative.

President

Effective Date: Authorized Representative

Acknowledged as of the Effective Date written above:
COUNTERSIGNATURE:

Authorized Officer ' Licensed Resident Agent
State Street Bank and Trust Company, N.A., as Fiscal Agent

FGIC is a registered service mark used by Financial Insumnce Cornpanv under license from its FGIC C jon.

Form E-0032 (10/93) Page lof
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DEBT SERVICE RESERVE FUND POLICY AGREEMENT

AGREEMENT, dated as of , by and between St. Johns County, Florida (the “Issuer”)
and Financial Guaranty Insurance Company (the “Insurer”).

In consideration of the issuance by the Insurer of its Municipal Bond Debt Service
Reserve Fund Policy (the “Reserve Policy”) with respect to the Issuer’s Water and Sewer
Revenue Refunding Bonds, Series 1999A (the “Bonds™), issued under the document
authorizing the issuance of the Bonds, as amended and supplemented (the “Authorizing
Document”) and the Issuer’s payment to the Insurer of the insurance premium for the Reserve
Policy, the Insurer and the Issuer hereby covenant and agree as follows:

L Upon any payment by the Insurer under the Reserve Policy, the Insurer shall fumish to
the Issuer written instructions as to the manner in which repayment of amounts owed
to the Insurer as a result of such payment shall be made.

2. The Issuer shall repay the Insurer the principal amount of any draws under the
Reserve Policy and related reasonable expenses incurred by the Insurer and shall pay
interest thereon at a rate equal to the lower of (i) the prime rate of Morgan Guaranty
Trust Company of New York in effect from time to time plus 2% per annum and (i)
the highest rate permitted by law.

3. Repayment of draws, expenses and the interest thereon (collectively, “Policy Costs”)
shall enjoy the same priority as the obligation to maintain and refill the reserve fund.

4. Payment of Policy Costs shall commence in the first month following each draw, and
each such monthly payment shall be in an amount at least equal to 1/12th of the
aggregate of Policy Costs related to such draw.

3. Amounts paid to the Insurer shall be credited first to interest due under the Reserve
Policy and hereunder, then to the expenses due hereunder and then to principal due
under the Reserve Policy and hereunder. As and to the extent that payments are made
to the Insurer on account of principal due under the Reserve Policy and hereunder, the
coverage under the Reserve Policy will be increased by a like amount.

6. If the Issuer shall fail to repay any Policy Costs in accordance with the requirements of
the Authorizing Document and this Agreement, the Insurer shall be entitled to exercise-
any and all remedies available at law or under the Authorizing Document other than (i)
acceleration of the maturity of the Bonds o (ii) remedies which would adversely affect
Bondholders.

7. The Issuer shall ascertain the necessity for a claim upon the Reserve Policy and
provide notice to the Insurer in accordance with the terms of the Reserve Policy at
least two business days prior to each date upon which interest o principal is due on
the Bonds. :

8. All cash and investments in the reserve fund shall be utilized for making required
transfers to the debt service fund for payment of debt service on the Bonds before

)
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10.

11.

12.

13.

14.

15.

making any draws on any alternative credit instrument. Repayment of any Policy
Costs shall be made prior to replenishment of any such cash amounts. Draws on all
alternative credit instuments on which there is available coverage shall be made on a
pro rata basis (calculated by reference to coverage then available under each such
alternative credit instrument) after applying available cash and investments in the
reserve fund. Repayment of Policy Costs and reimbursement of amounts with respect
to altemative credit instruments shall be made on a pro rata basis (calculated by
reference to the coverage then available under each such altemative credit instrument)
prior to replenishment of any cash draws on the reserve fund.

The Authorizing Document shall not be modified or amended without the prior written
consent of the Insurer.

The Authorizing Document shall not be discharged until all Policy Costs owing to
Financial Guaranty shall have been paid in full.

As security for the Issuer’s repayment obligations with respect to the Reserve Policy,
the Tnsurer is hereby granted a security interest (subordinate only to that of the
Bondholders) in all revenues and collateral pledged as secunty for the Bonds.

The rate covenant and the additional bonds test (in each case, if applicable) in the
Authorizing Document shall be calculated wath at least one times coverage of the
Issuer’s obligations with respect to repayment of Policy Costs then due and owing.
Furthermore, no additional bonds may be issued under the Authonzing Document
without the Insurer’s prior written consent if any Policy Costs are past due and owing
to the Insurer.

The Issuer shall provide Financial Guaranty with the following informaton:

(a) Budget for each year and annual audited financial statements, within 120 days
after the end of its fiscal year.

()  Official statement or similar disclosure document, if any, prepared in
connection with the issuance of additional debt.

()  Notice of the redemption, other than mandatory sinking fund redemptibn, of
any of the Bonds.

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

Notices to the Insurer shall be sent to the following address {or such other address as
the Insurer may designate in writing): Financial Guaranty Insurance Company, 115
Broadway, New York, New York 10006, _Artenn'on: Risk Management:

This Agreement may be executed in counterparts, each of which alone and all of
which together shall be deemed one original Agreement

T
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16.  If any one or more of the agreements, provisions or terms of this Agreement shall be
for any 1eason whatsoever held invalid, then such agreements, provisions or terms
shall be deemed severable from the remaining agreements, provisions or terms of this
Agreement and shall in no way affect the validity or enforceability of the other
provisions of this Agreement.

17. Al capitalized terms used herein and not otherwise defined shall have the meanings
ascribed to them in the Authorizing Document.

18.  This Agreement and the rights and obligations of the parties of the Agreement shall be
governed by and construed and interpreted in accordance with Florida law.

IN WITNESS WHEREOF, the parties hereto have set their hands as of the date
written above. '

St. Johns County, Florida

By:
Name:
Title:

Financial Guaranty Insurance Company

By:
Name:
Tide:

Kalvanez\commit\stihne
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DISCLOSURE LANGUAGE FOR INCLUSION IN OS,, IF ANY
(As used herein, “Bonds™ means all Bonds to which FGIC’s Reserve Policy applies)

Debt Service Reserve Fund Policy

Concurrently with the issuance of the Bonds, Financial Guaranty Insurance Company
(“Financial Guaranty™) will issue its Municipal Bond Debt Service Reserve Fund Policy (the
“Reserve Policy”). The Reserve 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 Issuer, provided that the aggregate amount paid under
the Reserve Policy may not exceed the maximum amount set forth in the Reserve Policy,
&) ] Financial Guaranty will make such payments to the paying agent (the “Paying
Agent”) for the Bonds 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 the Paying Agent of the nonpayment of such amount by the
Issuer. 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-Reserve Policy is- non-cancellable and the premium will be fully paid at the time of
" delivery of the Bonds. The Reserve Policy covers failure to pay principal of the Bonds on their
respective stated maturity dates, or dates on which the same shall have been 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. The Reserve Policy shall terminate on the earlier of the scheduled final maturity
date of the Bonds or the date on which no Bonds are outstanding under the authorizing
document.

Generally, in connection with its issuance of a Reserve Policy, Financial Guaranty requires,
among other things, (i) that, so long as it has not failed to comply with its payment obligations
under the Reserve Policy, it be granted the power to exercise any remedies available at law or
under the authorizing document other than (A) acceleration of the Bonds or (B) remedies
which would adversely affect holders in the event that the issuer fails to reimburse Financial
Guaranty for any draws on the Reserve Policy; and (ii) that any amendment or supplement to
or other modification of the principal legal documents be subject to Financial Guaranty’s
consent. The specific rights, if any, granted to Financial Guaranty in connection with its
‘ issuance of the Reserve Policy are set forth in the description of the principal legal documents
appearing elsewhere in this Official Statement. Reference should be made as well to such
description for a discussion of the circumstances, if any, under which the issuer of the Bonds
is required to provide additional or substitute credit enhancement, and related matters.

This Official Statement contains a section regarding the ratings assigned to the Bonds and
reference should be made to such section for 2 discussion of such ratings and the basis for
their assignment to the Bonds. Reference should be made to the description of the Issuer fora
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discussion of the ratings, if any, assigned to such entity’s outstanding parity debt that is not
secured by credit enhancement.

The Reserve Policy is not covered by the Property/Casualty Insurance Security Fund specified
in Article 76 of the New York Insurance Law or by the Florida Insurance Guaranty
Association (Florida Insurance Code, §§ 631.50 et seq.).

Financial Guaranty is a wholly-owned subsidiary of FGIC Corporation (the “Corporation”), a
Delaware holding company. The Corporation is a subsidiary of General Electric Capital
Corporation (“GE Capital™). Neither the Corporation nor GE Capital is obligated to pay the
debts of or the claims agamst Financial Guaranty. Financial Guaranty is a monoline financial

guaranty insurer domiciled in the State of New York and subject to regulation by the State of
New York Insurance Department. As of December 31, 1998, the total capital and surplus of
Financial Guaranty was $1,258,215,191. Financial Guaranty prepares financial statements on
the basis of both statutory accounting principles and generally accepted accounting principles.
Copies of such financial statements may be obtained by wnuing to Financial Guaranty at 115
Broadway, New York, New York 10006, Attention: Communications Department (telephone
number: 212-312-3000) or to the New York State Insurance Department at 25 Beaver Street,
New York, New York 10004-2319, Attention: Financial Condmon Property/Casualty Bureau
(telephone number: 212-480-5187).

NOTE TO DRAFTER OF DISCLOSURE DOCUMENT:

The above disclosure statement uses the term “Official Statement” If the disclosure
document has a different descriptive title, the disclosure statement should be modified

accordingly.
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FINANCIAL GUARANTY INSURANCE COMPANY CONSENT

The undersigned authorized representative of Financial Guaranty Insurance Company
(“FGIC™) hereby copsents, as the bond insurer for the St. Johns County, Florida, Water and
Sewer Revenue Bonds, Series 1989, Series 1990B-I and Series 1990B-II, and Water and Sewer
Revenue Refunding Bonds, Series 1998, to the deposit of a municipal bond debt service
reserve policy issued by FGIC into the reserve account in connection with the issnance of the
St. Jobns County, Florida. Water and Sewer Revenue Refunding Bonds, Series 1999A, and
Taxable Water and Sewer Revenue Refunding Bonds, Series 1999B.

Dated: April 19, 1999
FINANCIAL GUARANTY INSURANCE

COMPANY

By /f—'dazzé’/ = / 272
Iianmér’f:jjla.f:(i_ff LJfﬁé
Title: | Cam beader
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MBIA INSURANCE CORPORATION CONSENT

il The undsrsigned autharized represeptative of MBIA Tnguraace Corparation hereby
conseats, &s the bond insurer for te St Johus Counry, Plarida, Water end Sewear Revanue
Boods, Series 1991A, and Water and Sewer Revenye 2nd Refunding Bomds, Series 1996, to
the deposic of a municipal bond debt service reserve policy issued by Financial Guaranry
Insurance Company into the reserve accoum in coppection with the issuance of the St. Johas
Counry, Florida, Water and Sewer Reveoue Refunding Bonds, Series 1999A, and Taxable
Water and Sewer Revenus Refunding Bonds, Series 19998.

Dated: April 2| , 1999
MBIA [NSURANCE CORPORATION

004.134826.2
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ESCROW DEPOSIT AGREEMENT

_ conmdcratm, ‘of: the,facts hereinafter;recited-and. of the 1 utual ccvenams and
agreements herein contained, St. Johns County, 2 pohueal subdmsmn created and existing
under the laws of the State of Florida (the “Issuer™), and First Union National Bank, a national
banking association, Jacksonville, Florida, as Escrow Holder (the “Escrow Holder”), do hereby

agree as follows:

b

Section 1. Definitiops. Terms used herein shall have the respective meanings
assigned in and by the Resolution hereinafier defined, and the following terms which are not
defined in the Resolution shall have the following meanings, unless the text clearly otherwise

requires:

“ Aggregate Debt Service” shall mean all of the interest due upon redemption on
Juge 1, 1999, on all of the Refunded Obligations and the amount required 1o pay the principal
of and premium on all of the Refunded Obligations upon redemption on June 1, 1999
Aggregate Debr Service as of the date of the delivery of this Agreement is set forth jn Exhibit A
attached hereto.

“Agreement” shall mean this Escrow Deposit Agreement.

nt- created - pursuant to the

"Escrcw Requlrement shall mean, as of any parncular 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 purseant to Sectjon 4 hereof which, together with the interest which shall
thereafter become payable on the Federal Securities, will be sufficient to pay the Aggregate

Debt Service.

“Federal Securities” shall mean direct obligations of the United States of
America, pone of which permit redemption prior to maturity at the option of the obligor, which
obligations are set forth in Exhibit B attached hereto, and such other obligations as may be

- purchased in accordance with Section 8 hereof.

“Refunded Obligations™ shall mean the Issuer’s outstanding Water and Sewer
Revenue Bond, Series 1990B-I and Series 1950B-I1, each maturing Tune 1, 2002 through June
1, 2011.

“Resolution” shall mean Resolution Number 99-  adopted by the Issuer on
April 27, 1999, as amended and supplemcn.tcd_ from, ume to Ume_, authorizing issuance of the

“Scnes 1999 Bonds” shalJ mean the Issuer’s Water znd Sewer Revemue
Refunding Bonds, Series 1999A (the “Series 1999A Bonds”) and Thxable Water and Sewer

004.142157.7



Revenue Refunding Bonds, Series 1999B (the “Series 1999B Bonds™), authorized pursuant to
the Resolution.

Section 2. Recitals.

(a) The Issuer adopted the Resolution for the purpose of authorizing the
issuance of the Series 1999 Bonds for the purpose of financing the cost of refunding the
Refunded Obligations.

(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 Obligations.

()  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 1999A Bonds and the Series 1999B Bonds in the amount of $ and
$ , respectively, and $ heretofore held by the Issuer for the payment of
the principal of and interest on the Refunded Obligations, totaling $ . After

such funds are 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 will equal or exceed the Escrow Requirement as of the date of the delivery
of this Agreement. Such Federal Securities shall mature and such interest shall be payable on
or before the funds represented thereby shall be required for timely payment of the principal of,
premium, if any, and interest on the Refunded Obligations as the same shall become due and

- payable in accordance with their terms on June 1, 1999, the redemption date thereof, as
specified in Exhibit A attached hereto.

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 disbursements from the Escrow Account only in accordance with the provisions of this
Agreement. The Federal Securities described in the Verification Report shall not be sold or
otherwise disposed of or reinvested except as provided in Sections 4 and 8 hereof. The owners
of the Refunded Obligations 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:

2
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(a) to hold the same in irrevocable escrow for application in the manner
provided herein,

(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 purchasing the Federal
Securities described in Exhibit B attached hereto.

(d) to retain thereof in cash in the Escrow Account for
application as shown in Exhibit A attached hereto; and

(e 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 hereunder 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 and any other
Federal Securities acquired hereunder, and the proceeds of any sale, transfer, redemption or
other disposition of such Federal Securities and any other Federal Securities acquired
hereunder.

All moneys held by the Escrow Holder pursuant to amny provision of this
Agreement, on deposit in the Escrow Account or otherwise, shall at all times be continually
secured in the manner provided by Florida law for the securing of municipal funds.

Section 5. Payment of the Refunded Obligations and Expenses. The owners
of the Refunded Obligations 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 provided in paragraph (a)
below.

(a) Refunded Obligations. On June 1, 1999, the redemption date established
for the Refunded Obligations, the Escrow Holder shall pay to the paying agent for the Refunded
Obligations, from the moneys on deposit in the Escrow Account, a sum sufficient to pay the
Aggregate Debt Service due on such date, as shown in Exhibit A attached hereto. After making
such payments from the Escrow Account, the Escrow Holder shail pay to the Issuer any moneys
remaining in said account in excess of the Escrow Requirement, for the Issuer to use for capital
projects relating to the System.

(b) Fees and Expenses.

(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 for all services and ordinary expenses to be incurred as Escrow
Holder in comnection with such services. The term “ordinary expenses” means

004.142157.1



expenses of holding, investing and disbursing the Escrow Account as provided
herein.

(i) The Issuer shall also reimburse the Escrow Holder for any extraordinary
expenses incurred by it in connection herewith. The term “extraordinary
expenses” 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 expenses) not
occasioned by the Escrow Holder’s misconduct or negligence.

(iii) The fees, expenses and moneys payable by the Issuer under Sections 9
and 10 hereof and this section shall not be paid from the Escrow Account, but
shall be paid by the Issuer as an Operating 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 Redemption. The Issuer has called all Refunded
Obligations for redemption on June 1, 1999, at a redemption price of 101% (expressed as a
percentage of the principal amount of the Refunded Obligations to be redeemed), plus accrued
interest to the redemption date. The Issuer ackmowledges that it has given irrevocable
instructions to the registrar and paying agent for the Refunded Obligations to give notice of such
call for redemption in the manner provided in the resolution of the Issuer pursuant to which the
Refunded Obligations were issued.

Section 7. No Redemption or Acceleration of Maturity. The Issuer will not
accelerate the maturity of any Refunded Obligations or exercise any option to redeem any
Refunded Obligations before June 1, 1999.

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 Obligations or other Federal Securities to be substituted for such Federal Securities
disposed of or redeemed. :

The Issuer will not request the Escfow Holder to exercise any of the powers
described in the preceding sentence in any manner which will cause the Series 1999A Bonds or
the Refunded Obligations to be “arbitrage bonds™ within the meaning of Section 148 of the

4
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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 (“Substitute 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 received:

(a) New debt service and cash flow schedules showing (i) the dates and
amounts of all principal and interest payments thereafter to become due on the Refunded
Obligations, (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 Obligations (the most recent debt service and cash flow schedules shall be
considered to be the applicable “Debt Service and Cash Flow Schedules”); and

(b) An opinion of nationally recognized bond counsel to the effect that such
substitution is permissible hereunder, that (based on said new Debt Service and Cash Flow
Schedules) such substitution will not adversely affect the defeasance of the Refunded
Obligations or the exclusion from gross income for federal income tax purposes of the interest
payable on the Series 1999A Bonds or the Refunded Obligations.

T 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 Account, the
acceptance by the Escrow Holder of the funds herein described, 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; provided, however, that the Issuer shall not be required to 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.

5
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Section 10.  Responsibilities of Escrow Holder. The Escrow 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 execution and delivery of this Agreement, the
establishment of the Escrow Account, the acceptance and disposition of the various moneys and
funds described herein, the purchase, retention or disposition of the Federal Securities or the
proceeds thereof, any payment, transfer or other application of funds or securities by the
Escrow Holder in accordance with the provisions of this Agreement or 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
Obligations 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, suffered or omitted by
it m good faith in accordance therewith. Whenever 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 2 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 appointment of a new Escrow Holder hereunder, if 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 Holder.

(@) 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 Obligations 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
photographic copy of any instrument filed with the Issuer under the provisions of this paragraph
shall be delivered by the Issuer to the Escrow Holder.

004.742157.1



(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 Obligations 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 provision of this Agreement with respect to the duties or obligations 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 Escrow Holder 1o fil] 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 limits 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 after such vacancy shall have occurred, the owners of not less
than fifty-one per centum (51%) in aggregate principal amount of Refunded Obligations then
outstanding, by an instrument or concurrent instruments in writing, executed by such owners
and filed with the Governing Body of the Issuer, may appoint a successor Escrow Holder,
which shall 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 and to the Escrow Holder so appointed by such owners.

(©) If no appointment of a successor Escrow Holder shall be made pursuant
to the foregoing provisions of this Section, the owner of any Refunded Obligations then
outstanding, or the retiring Escrow Holder may apply to any court of competent jurisdiction to
appoint a successor Escrow Holder. Such court may thereupon, after such notice, if any, as
such court may deem proper and prescribe, 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 appointment hereunder, and thereupon such successor Escrow Holder, without
any further act, shail 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.
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Section 15. Amendments. This Agreement is made for the benefit of the
Issuer and the holders from time to time of the Refunded Obligations and it shall not be
repealed, revoked, altered or amended without the written consent of all such holders, the
Escrow Agent and the Issuer; provided, however, that the Issuer and the Escrow Agent may,
without the consent of, or notice to, such holders, enter into such agreements supplemental to
this Agreement as shall not adversely affect the rights of such holders and as shall not be
inconsistent with the terms and provisions of this Agreement, for any one or more of the
following purposes:

(a) to cure any ambiguity or formal defect or omission in this Agreement;

(b) to grant, or confer upon, the Escrow Agent for the benefit of the holders
of the Refunded Obligations, any additional rights, remedies, powers or authority that may
lawfully be granted to, or conferred upon, such holders or the Escrow Agent; and

(©) to subject to this Agreement additional funds, securities or properties.

The Escrow Agent shall be entitled to rely exclusively upon an unqualified
opinion of nationally recognized bond counsel with respect to compliance with this Section 15,
including the extent, if any, to which any change, modification or addition affects the rights of
the holders of the Refunded Obligations, or that any instrument executed hereunder complies
with the conditions and provisions of this Section 15.

Section 16.  Notices. All notices, approvals, consents, requests and other
communications hereunder shall be in writing and shall be deemed to have been given when
mailed or delivered by registered or certified mail, return receipt requested, postage prepaid,
and addressed as follows:

If to the Issuer: St. Johns County, Florida
4020 Lewis Speedway
St. Augustine, Florida 32095

Attention: Chairman of the Board of County Commissioners

If to the Escrow Holder: First Union National Bank
225 Water Street, 3rd Floor
Jacksonville, Florida 32202

Attention: Corporate Trust Department

The Issuer and the Escrow Holder may, by notice given hereunder, designate any further or
different addresses to which subsequent notices, approvals, consents, requests or other
communications shall be sent or persons to whose attention the same may be directed.
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Section 17.  Term. This Agreement shall commence upon its execution and
delivery and shall terminate when the Refunded Obligations and the interest thereon shall have
been paid and discharged in accordance with the proceedings authorizing the Refunded
Obligations and all excess moneys have been paid to the Issuer.

Section 18.  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 validity of the
Temaining covenants, agreements or provisions of this Agreement.

Section 19.  Counterparts. This Agreement may be executed 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 20.  Governing Law. This Agreement shall be construed under the
laws of the State of Florida.

[The remainder of this page is blank intentionally.]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be
executed by their duly authorized officers and their seals to be hereunto affixed and attested , all

as of the day of May, 1999,
ST. JOHNS COUNTY, FLORIDA

By
(SEAL) Chairman of its Board of County
Commissioners

ATTEST:

Clerk of its Board of County

Commissioners
FIRST UNION NATIONAL BANK, as
Escrow Holder
(SEAL) By
Title:
ATTEST:
Title:

10
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EXHIBIT F

CONTINUING DISCLOSURE CERTIFICATE



F&L DRAFT OF
04/16/99

CONTINUING DISCLOSURE CERTIFICATE

This Continuing Disclosure Certificate (the “Disclosure Certificate”) is executed
and delivered by St. Johns County, Florida (the “Issuer”), in connection with the issuance of
$ in aggregate principal amount of St. Johns County, Florida, Water and Sewer
Revenue Refunding Bonds, Series 1999A, and Taxable Water and Sewer Revenue Refunding
Bonds, Series 1999B (the “Bonds”). The Bonds are being issued pursuant to a resolution
adopted by the Issuer on April , 1999 (the “Resolution™). The Issuer agrees as foliows:

SECTION 1. Purpose of this Disclosure Certificate.  This Disclosure
Certificate is being executed and delivered by the Issuer in order to assist the Participating
Underwriter (as hereinafter defined) in complying with SEC Rule 15¢2-12(b)(5).

SECTION 2.  Definitions. In addition to the definitions set forth in the
Resolution, which apply to any capitalized term used in this Disclosure Certificate unless
otherwise defined in this Section 2, the following capitalized terms shall have the following

meanings:

“Annual Report” shall mean any Annual Report provided by the Issuer pursuant
to, and as described in, Sections 3 and 4 of this Disclosure Certificate.

“Beneficial Owner” shall mean any person which (a) has the power, directly or
L indirectly, to vote or consent with respect to, or to dispose of ownership of, any Bonds
A (including persons holding Bonds through nominees, depositories or.other intermediaries), or
(b) is treated as the owner of any Bonds for federal income tax purposes.

“Dissemination Agent” shall mean the Issuer, or any successor Dissemination
Agent designated in writing by the Issuer and which has filed with the Issuer a written
acceptance of such designation.

“Listed Events” shall mean any of the events listed in Section 5(a) of this
Disclosure Certificate.

“National Repository” shall mean any Nationally Recognized Municipal
Securities Information Repository for purposes of the Rule. The National Repositories
currently approved by the Securities and Exchange Commission, and a method of obtaining
hereafter the most current listing of approved National Repositories, are set forth in Exhibit B.

“Participating Underwriter” shall mean the original underwriter of the Bonds
required to comply with the Rule in connection with offering of the Bonds.

“Repository” shall mean each Natioﬂhl Repository and each State Repository. -
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“Rule” shall mean Rule 15¢2-12(b)(5) adopted by the Securities and Exchange
Commission under the Securities Exchange Act of 1934, as the same may be amended from
time to time.

“State” shall mean the State of Florida.

“State Repository” shall mean any public or private repository or entity
designated by the State as a state repository for the purpose of the Rule and recognized as such
by the Securities and Exchange Commission. As of the date of this Disclosure Certificate,

there is no State Repository.

SECTION 3. Provision of Annual Reports.

(a) The Issuer shall, or shall cause the Dissemination Agent to, not later than
the date which shall be 270 days after the end of the Issuer’s Fiscal Year (presently September
30), commencing with the report for the 1998-1999 Fiscal Year, provide to each Repository an
Annual Report which is consistent with the requirements of Section 4 of this Disclosure
Certificate. The Annual Report may be submitted as a single document or as separate
documents comprising a package, and may cross-reference other information as provided in
Section 4 of this Disclosure Certificate; provided that the audited financial statements of the
Issuer may be submitted separately from the balance of the Annual Report and later than the
date required above for the filing of the Annual Report if they are not available by that date. If
the Issuer’s Fiscal Year changes, it shall give notice of such change in the same manner as for a
Listed Event under Section 5(c).

(b} Not later than fifteen (15) business days prior to said date, the Issuer
shall provide the Annual Report to the Dissemination Agent (if other than the Issuer). If the
Issuer is unable to provide to the Repositories an Annual Report (other than the audited
financial statements described in Section 3(a)) by the date required in Section 3(a), the Issuer
shall send a notice to (i) each National Repository or the Municipal Securities Rule Making
Board and (ii) the State Repository in substantially the form attached as Exhibit A.

()  The Dissemination Agent shall:

(i) determine each year prior to the date for providing the Annual Report
the name and address of each National Repository and the State Repository, if
any; and

(i)  if the Dissemination Agent is other than the Issuer, file a report with
the Issuer certifying that the Annual Report has been provided pursuant to this
Disclosure Certificate, stating the date it was provided and listing all the
Repositories to which it was provided.
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SECTION 4.  Content of Annual Reports. The Issuer’s Annual Report shall
contain or include by reference the following:

(a) The audited financial statements of the Issuer for the prior Fiscal Year,
prepared in accordance with generally accepted accounting principles as promulgated to apply
to governmental entities from time to time by the Governmental Accounting Standards Board.
If the Issuer’'s audited financial statements are not available by the time the Annual Report is
required to be filed pursuant to Section 3(a), the Annual Report shall contain unaudited
financial statements in a format similar to the financial statements contained in the Official
Statement relating to the Bonds, and the audited financial statements shall be filed in the same

manner as the Annual Report when they become available.

(b)  An update of the following portions of the Official Statement relating to
the Bonds: the financial information and operating data of the Issuer contained in the tables
under the captions “HISTORICAL REVENUES, EXPENSES AND DEBT SERVICE
COVERAGE” and “NET DEBT STATEMENT.” Such update shall include only financial
information for the prior Fiscal Year and shall not include any projections for future Fiscal
Years.

The information provided under Section 4(b) may be included by specific reference to other
documents, including official statements of debt issues of the Issuer or related public entities,
which have been submitted to each of the Repositories or the Securities and Exchange
Commission. If the document included by reference is a final official statement, it must be
available from the Municipal Securities Rulemaking Board. The Issuer shall clearly identify
= each such other document so included by reference.

SECTION 5.  Reporting of Listed Events.

(2) Pursuant to the provisions of this Section 5, the Issuer shall give, or
cause to be given, notice of the occurrence of any of the following events with respect to the
Bonds, if material:

(1) Principal and interest payment delinquencies.
(2)  Non-payment related defaults.

(3)  Modifications to rights of Bondholders.

4) Bond calls.

(5 Defeasances.

(6)  Rating changes.
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(7 Adverse tax opinions or events affecting the tax-exempt status of
the Bonds.

(8)  Unscheduled draws on debt service reserves reflecting financial
difficulties.

(9) Unscheduled draws on credit enhancements reflecting financial
difficulties.

(10)  Substitution of credit or liquidity providers or their failure to
perform.

(11)  Release, substitution or sale of property securing repayment of the
Bonds.

) Whenever the Issuer obtains knowledge of the occurrence of a Listed
Event, the Issuer shall as soon as possible determine if such event would be material under
applicable federal securities laws.

(c) If the Issuer determines that knowledge of the occurrence of a Listed

Event would be material under applicable federal securities laws, the Issuer shall promptly file
a notice of such occurrence with (i) each National Repository or the Municipal Securities
Rulemaking Board and (ii) the State Repository. Notwithstanding the foregoing, notice of
Listed Events described in Sections 5(a)(4) and 5(a)(5) need not be given under this Section 5
any earlier than the notice (if any) of the underlying event is given to Holders of affected Bonds
pursuant to the Resolution.

SECTION 6.  Termination_of Reporting Obligation. The Issuer’s obligations
under this Disclosure Certificate shall terminate upon the legal defeasance, prior redemption or
payment in full of all of the Bonds. If such termination occurs prior to the final maturity of the
Bonds, the Issuer shall give notice of such termination in the same manner as for a Listed Event

under Section 5(c).

SECTION 7. Dissemination Agent. The Issuer may, from time to time,
appoint or engage a Dissemination Agent to assist it in carrying out its obligations under this
Disclosure Certificate, and may discharge any such Dissemination Agent, with or without
appointing a successor Dissemination Agent. The Dissemination Agent shall not be responsible
in any manner for the content of any notice or report prepared by the Issuer pursuant to this
Disclosure Certificate.

SECTION 8. Amendment:; Waivei'. Notwithstanding any other provision of
this Disclosure Certificate, the Issuer may amend this Disclosure Certificate, and any provision
of this Disclosure Certificate may be waived, provided that the following conditions are
satisfied:
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(a) If the amendment or waiver relates to the provisions of Sections 3(a), 4
or 5(a), it may only be made in connection with a change in circumstances that arises from a
change in legal requirements, change in law, or change in the identity, nature or status of the
Issuer, or the type of business conducted,;

(b) The undertaking, as amended or taking into account such waiver, would,
in the opinion of nationally recognized bond counsel, have complied with the requirements of
the Rule at the time of the original issuance of the Bonds, after taking into account amy
amendments or interpretations of the Rule, as well as any change in circumstances; and

(c) The amendment or waiver either (i) is approved by the Holders of the
Bonds in the same manner as provided in the Resolution for amendments to the Resclution with
the consent of Holders, or (ii) does not, in the opinion of nationally recognized bond counsel,
materially impair the interests of the Holders or Beneficial Owners of the Bonds.

In the event of any amendment or waiver of a provision of this Disclosure Certificate, the Issuer
shall describe such amendment in the next Annual Report, and shall include, as applicable, a
narrative explanation of the reason for the amendment or waiver and its impact on the type (or
in the case of a change of accounting principles, on the presentation) of financial information or
operating data being presented by the Issuer. In addition, if the amendment relates to the
accounting principles to be followed in preparing financial statements, (i} notice of such change
shall be given in the same manner as for a Listed Event under Section 5(c) and (ii) the Annual
Report for the year in which the change is made should present a comparison (in narrative form
and also, if feasible, in quantitative form) between the financial statements as prepared on the
basis of the new accounting principles and those prepared on the basis of the former accounting

principles.

SECTION 9.  Additional Information. Nothing in this Disclosure Certificate
shall be deemed to prevent the Issuer from disseminating any other information, using the
means of dissemination set forth in this Disclosure Certificate or any other means of
communication, or including any other information in any Annual Report or notice of
occurrence of a Listed Event, in addition to that which is required by this Disclosure
Certificate. If the Issuer chooses to include any information in any Annual Report or notice of
occurrence of a Listed Event in addition to that which is specifically required by this Disclosure
Certificate, the Issuer shall have no obligation under this Disclosure Certificate to update such
information or include it in any future Annual Report or notice of occurrence of a Listed Event.

SECTION 10. Default. In the event of a failure of the Issuer to comply with
any provision of this Disclosure Certificate, any Holder or Beneficial Owner of the Bonds may
take such actions as may be necessary and appropriate, including seeking mandamus or specific
performance by court order, to cause the Issuer to comply with its obligations under this
Disclosure Certificate; provided, however, the sole remedy under this Disclosure Certificate in
the event of any failure of the Issuer to comply with this Disclosure Certificate shall be an
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action to compel performance. A default under this Disclosure Certificate shall not be deemed
an Event of Default under the Resolution.

SECTION 11. Duties. Immunities and Liabilities of Dissemination Agent.
The Dissemination Agent shall have only such duties as are specifically set forth in this

Disclosure Certificate, and the Issuer agrees to the extent allowed by Florida law to indemnify
and save the Dissemination Agent, its officers, directors, employees and agents, harmless
against any loss, expense and liabilities which it may incur arising out of or in the exercise or
performance of -its powers and duties hereunder, including the costs and expenses (including
attorneys’ fees) of defending against any claim of liability, but excluding liabilities due to the
Dissemination Agent’s negligence or willful misconduct. The obligations of the Issuer under
this Section II shall survive resignation or removal of the Dissemination Agent and payment of

the Bonds.

SECTION 12. Beneficiaries. This Disclosure Certificate shall inure solely to
the benefit of the Issuer, the Dissemination Agent, the Participating Underwriter and Holders
and Beneficial Owners from time to time of the Bonds, and shall create no rights in any other
person or entity.

Date: May  , 1999
ST. JOHNS COUNTY, FLORIDA

| By

Chairman of its Board of County
Commissioners
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EXHIBIT A

NOTICE OF FAILURE TO FILE ANNUAL REPORT

Name of Issuer: St. Johns County, Florida

Name of Bond Issue: St. Johns County, Florida Water and Sewer Revenue
Refunding Bonds, Series 1999A, and Taxable Water and
Revenue Refunding Bonds, Series 1999B, dated as of

, 1999,

Date of Issuance: May , 1999

NOTICE IS HEREBY GIVEN that the Issuer has not provided an annual report with respect to
the above-referenced Bonds as required by Section 4.8 of the resolution duly adopted by the
Issuer on April _ , 1999, authorizing the issuance of the Bonds, and Sections 3 and 4(b) of
the Continuing Disclosure Certificate dated May _ , 1999, executed and delivered by the
Issuer pursuant to Section 4.8 of said resolution. [The Issuer anticipates that the annual report

will be filed by J

Dated:

ST. JOHNS COUNTY, FLORIDA

By

Name:
Title:
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EXHIBIT B

Nationally Recognized Municipal Securities Informarion Repositories approved by the
Securities and Exchange Commission as of May ___, 1999:

Bloomberg Municipal Repository

P.O. Box 840

Princeton, NJ 08542-0840

Internet address: munis@bloomberg.com
(609) 279-3200

FAX (609) 279-5962

Thomson NRMSIR

Municipal Disclosure

395 Hudson Street, 3rd Floor

New York, NY 10014

Internet address: Disclosure@muller.com
(212) 807-5001

FAX (212) 989-2078

DPC Data Inc.

One Executive Drive

Fort Lee, NJ 07024

Internet address: NRMSIR@dpcdata.com
(201) 346-0701

FAX (201) 947-0107

Kenny Information Systems, Inc.
Repository Services

65 Broadway, 16th Floor

New York, NY 10006

(212) 770-4595

FAX (212) 797-7994

According to a Securities and Exchange Commission press release dated
June 26, 1995, a list of the names and addresses of all designated nationally recognized
municipal securities information repositories as of any point in time js available by calling the
SEC’s Fax on Demand Service at (202) 942-8088 from a telecopier machine and requesting

document number 0206.
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