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The Utility System Refunding Revenue Bonds, Series 2013 (the "Series 2013 Bonds") of the City of Leesburg (the "City"), will be issued only as fully registered bonds in denominations of $5,000 or any integral multiple thereof and will be initially registered only in the name of Cede & Co., as nominee of The Depository Trust Company, New York, New York ("DTC"), which will act as securities depository for the Series 2013 Bonds. The Series 2013 Bonds will be available to purchasers only under the book-entry system maintained by DTC through brokers and dealers who are, or act through, DTC Participants. Purchasers will not receive delivery of the Series 2013 Bonds. So long as any purchaser is the Beneficial Owner (as defined herein) of a Series 2013 Bond, such purchaser must maintain an account with a broker or dealer who is, or acts through, a DTC Participant to receive payment of principal of and interest on such Series 2013 Bond. The principal of and interest on the Series 2013 Bonds will be paid by U.S. Bank National Association, Orlando, Florida, as Registrar and Paying Agent. See "DESCRIPTION OF THE SERIES 2013 BONDS - Book-Entry Only System" herein. Interest on the Series 2013 Bonds will be payable on [October 1, 2013,] and semiannually thereafter on April 1 and October 1 of each year.

_____________________
THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR QUICK REFERENCE ONLY. IT IS NOT A SUMMARY OF THIS ISSUE. INVESTORS MUST READ THIS ENTIRE OFFICIAL STATEMENT TO OBTAIN INFORMATION ESSENTIAL TO MAKING AN INFORMED INVESTMENT DECISION.

_____________________
The Series 2013 Bonds are being issued by the City pursuant to Section 159.11, Florida Statutes, Chapter 166, Florida Statutes, and Article VIII, Section 2, Constitution of the State of Florida, and other applicable provisions of law (collectively, the "Act"), and Resolution No. 7143 adopted by the City Commission of the City (the "City Commission") on June 14, 2004, as amended and supplemented, and particularly as supplemented by [Resolution No. ______] adopted by the City Commission on April 22, 2013 (collectively, the "Bond Resolution").  The Series 2013 Bonds are being issued to provide funds for the purpose of (i) refunding the Outstanding Utility System Revenue Bonds, Series 2004 (the "Refunded Bonds"), (ii) paying the costs of a debt service reserve fund surety bond to deposit to an account in the Reserve Fund to secure only the Series 2013 Bonds, and (iii) paying certain expenses allocable to the issuance and sale of the Series 2013 Bonds. 

The principal of, premium, if any, and interest on the Series 2013 Bonds will be payable from and will be secured solely by a lien upon and a pledge of (i) the Net Revenues derived by the City from the operation of the Gas System, Sewer System and Water System (described herein) (collectively, the "System"), (ii) the Capacity Charges (to the extent described herein), and (iii) until applied in accordance with the provisions of the Bond Resolution, all moneys, including income from the investment thereof, in certain of the funds and accounts established by the Bond Resolution, all in the manner and subject to the terms and provisions of the Bond Resolution (collectively, the "Pledged Revenues") on a parity with the City's Outstanding Utility System Revenue Bonds, Series 2007A, Taxable Utility System Revenue Bonds, Series 2007B, Utility System Revenue Refunding Note, Series 2010 and any Additional Bonds hereafter issued, all in the manner and to the extent provided in the Bond Resolution.  See "SOURCES OF AND SECURITY FOR PAYMENT OF THE SERIES 2013 BONDS" herein.
The Series 2013 Bonds are subject to redemption prior to maturity as more fully described herein.  See "DESCRIPTION OF THE SERIES 2013 BONDS - Redemption Provisions" herein.

THE SERIES 2013 BONDS AND THE INTEREST AND PREMIUM, IF ANY, THEREON AND ANY OTHER AMOUNTS REQUIRED TO BE PAID PURSUANT TO THE BOND RESOLUTION SHALL BE LIMITED OBLIGATIONS OF THE CITY PAYABLE SOLELY FROM AND SECURED BY THE PLEDGED REVENUES AS PROVIDED IN THE BOND RESOLUTION.  NEITHER THE SERIES 2013 BONDS NOR THE INTEREST AND PREMIUM, IF ANY, PAYABLE THEREON SHALL CONSTITUTE A GENERAL INDEBTEDNESS OF THE CITY, THE STATE OF FLORIDA (THE "STATE"), OR ANY AGENCY, INSTRUMENTALITY OR POLITICAL SUBDIVISION OF ANY OF THE FOREGOING WITHIN THE MEANING OF THE CONSTITUTION AND LAWS OF THE STATE.  THE SERIES 2013 BONDS AND THE INTEREST AND PREMIUM, IF ANY, PAYABLE THEREON DO NOT CONSTITUTE EITHER A PLEDGE OF THE FULL FAITH AND CREDIT OR TAXING POWER OF THE CITY, THE STATE OR ANY AGENCY, INSTRUMENTALITY OR POLITICAL SUBDIVISION OF ANY OF THE FOREGOING OR A LIEN UPON ANY PROPERTY OF THE CITY, THE STATE OR ANY AGENCY, INSTRUMENTALITY OR POLITICAL SUBDIVISION OF ANY OF THE FOREGOING OTHER THAN AS PROVIDED IN THE BOND RESOLUTION.  NO BONDHOLDER NOR ANY OTHER PERSON SHALL EVER HAVE THE RIGHT TO COMPEL THE EXERCISE OF THE AD VALOREM TAXING POWER OF THE CITY, THE STATE OR ANY AGENCY, INSTRUMENTALITY OR POLITICAL SUBDIVISION OF ANY OF THE FOREGOING TO PAY THE SERIES 2013 BONDS OR THE INTEREST AND PREMIUM, IF ANY, THEREON OR TO PAY ANY OTHER AMOUNTS REQUIRED TO BE PAID PURSUANT TO THE BOND RESOLUTION.
The Series 2013 Bonds are offered when, as and if issued, subject to receipt of the legal opinion of Akerman Senterfitt, Orlando, Florida, Bond Counsel. Certain legal matters will be passed on for the City by McLin & Burnsed, P.A., City Counsel and by Holland & Knight LLP, Lakeland, Florida, Disclosure Counsel. Larson Consulting Services, LLC, Orlando, Florida, is acting as Financial Advisor to the City in connection with the issuance of the Series 2013 Bonds. Nabors, Giblin & Nickerson, P.A., Tampa, Florida is acting as counsel to the Underwriters.  It is expected that settlement for the Series 2013 Bonds will occur through the facilities of DTC in New York, New York, on or about ________________, 2013.
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($______________ Term Bonds)
$___________ ______% Term Bonds due October 1, 20_____, Yield ___________%, Price ___________%, Initial CUSIP No. ___________†
$___________ ______% Term Bonds due October 1, 20_____, Yield ___________%, Price ___________%, Initial CUSIP No. ___________†
__________________________________________

* 
Preliminary, subject to change.

†
The City is not responsible for the use of CUSIP Numbers, nor is a representation made as to their correctness.  The CUSIP Numbers are only included solely for the convenience of the readers of the Official Statement and may be changed after the issuance of the Series 2013 Bonds.
RED HERRING LANGUAGE

This Preliminary Official Statement and the information contained herein are subject to change, completion or amendment. Under no circumstances shall this Preliminary Official Statement constitute an offer to sell or solicitation of an offer to buy nor shall there be any sale of the Series 2013 Bonds by any person in any jurisdiction in which such offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of any such jurisdiction.  The City has deemed this Preliminary Official Statement "final," except for certain permitted omissions, within the contemplation of Rule 15c2-12 promulgated by the Securities and Exchange Commission.
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No dealer, broker, salesman or other person has been authorized to give any information or to make any representation other than the information and representations contained herein, in connection with the offering of the Series 2013 Bonds, and if given or made, such information or representations must not be relied upon as having been authorized by the City. This Official Statement does not constitute an offer to sell nor the solicitation of an offer to buy, nor will there be any sale of the Series 2013 Bonds to any person in any jurisdiction to whom it is unlawful to make such offer, solicitation or sale. The information set forth herein has been obtained from the City, the Reserve Provider, Public Resource Management Group, Inc and The Depository Trust Company and other sources which are believed to be reliable, and while not guaranteed as to completeness or accuracy, is believed to be correct as of the date of this Official Statement.  Any statements in this Official Statement involving estimates, assumptions and matters of opinion, whether or not so expressly stated, are intended as such and not as representations of fact, and the City expressly makes no representation that such estimates, assumptions and opinions will be realized or fulfilled.  Any information, estimates, assumptions and matters of opinion contained in this Official Statement are subject to change without notice, and neither the delivery of this Official Statement, nor any sale made hereunder, shall under any circumstances create any implication that there has been no change in the affairs of the Agency since the date hereof.

The Series 2013 Bonds have not been registered with the Securities and Exchange Commission under the Securities Act of 1933, as amended, nor has the Bond Resolution been qualified under the Trust Indenture Act of 1939, as amended, in reliance upon exemptions contained in such acts. The registration or qualification of the Series 2013 Bonds in accordance with applicable provisions of the securities laws of the states, if any, in which the Series 2013 Bonds have been registered or qualified and the exemption from registration or qualification in certain other states cannot be regarded as a recommendation thereof. Neither these states nor any of their agencies have passed upon the merits of the Series 2013 Bonds or the accuracy or completeness of this Official Statement. Any representation to the contrary may be a criminal offense.

IN CONNECTION WITH THE OFFERING OF THE SERIES 2013 BONDS, THE UNDERWRITERS MAY OVERALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE SERIES 2013 BONDS OFFERED HEREBY AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME. THE UNDERWRITERS MAY OFFER AND SELL THE SERIES 2013 BONDS TO CERTAIN DEALERS AND OTHERS AT PRICES LOWER THAN THE PUBLIC OFFERING PRICES STATED ON THE INSIDE COVER PAGE OF THIS OFFICIAL STATEMENT, AND SUCH PUBLIC OFFERING PRICES MAY BE CHANGED FROM TIME TO TIME BY THE UNDERWRITERS.
References herein to laws, rules, regulations, resolutions, agreements, reports and other documents do not purport to be comprehensive or definitive. All references to such documents are qualified in their entirety by reference to the particular document, the full text of which may contain qualifications of and exceptions to statements made herein. Where full texts have not been included as appendices to this Official Statement, copies may be obtained from the City of Leesburg, Florida, 501 W. Meadow Street, Leesburg, Florida  34748, Attention:  City Clerk, upon payment of reproduction costs and postage and handling expenses.

The Underwriters have provided the following sentence for inclusion in this Official Statement: The Underwriters have reviewed the information in this Official Statement in accordance with, and as a part of, their responsibilities to investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the Underwriters do not guarantee the accuracy or completeness of such information.

CERTAIN STATEMENTS CONTAINED IN THIS OFFICIAL STATEMENT REFLECT NOT HISTORICAL FACTS BUT FORECASTS AND "FORWARD-LOOKING STATEMENTS."  IN THIS RESPECT, THE WORDS "ESTIMATE," "PROJECT," "ANTICIPATE," "EXPECT," "INTEND," "BELIEVE" AND SIMILAR EXPRESSIONS ARE INTENDED TO IDENTIFY FORWARD-LOOKING STATEMENTS. ALL PROJECTIONS, FORECASTS, ASSUMPTIONS, EXPRESSIONS OF OPINIONS, ESTIMATES AND OTHER FORWARD-LOOKING STATEMENTS ARE EXPRESSLY QUALIFIED IN THEIR ENTIRETY BY THE CAUTIONARY STATEMENTS SET FORTH IN THIS OFFICIAL STATEMENT.
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OFFICIAL STATEMENT

relating to

	$________________(
CITY OF LEESBURG, FLORIDA

UTILITY SYSTEM REFUNDING REVENUE BONDS,
SERIES 2013


INTRODUCTION

The purpose of this Official Statement, which includes the cover page and the Appendices hereto, is to furnish information with respect to the issuance by the City of Leesburg, Florida (the "City") of its $_____________* aggregate principal amount of Utility System Refunding Revenue Bonds, Series 2013 (the "Series 2013 Bonds").
The principal of, premium, if any, and interest on the Series 2013 Bonds will be payable from and will be secured solely by a lien upon and a pledge of (i) the Net Revenues (as described herein) derived by the City from the operation of the Gas System, Sewer System and Water System (described herein), (ii) Capacity Charges (to the extent described herein), and (iii) until applied in accordance with the provisions of the Bond Resolution (as defined herein), all moneys, including income from the investment thereof, in certain of the funds and accounts established by the Bond Resolution, all in the manner, and subject to the terms of the Bond Resolution (collectively, the "Pledged Revenues").  The pledge of and lien on the Pledged Revenues in favor of the Series 2013 Bonds are on a parity with the lien on and pledge of the Pledged Revenues in favor of the City's Utility System Revenue Bonds, Series 2007A currently outstanding in the aggregate principal amount of [$___________] (the "Series 2007A Bonds"), the City's Taxable Utility System Revenue Bonds, Series 2007B currently outstanding in the aggregate principal amount of [$___________] (and together with the Series 2007A Bonds, the "Series 2007 Bonds"), the City's Utility System Revenue Refunding Note, Series 2010 currently outstanding in the principal amount of [$___________] (the "Series 2010 Note") and any Additional Bonds hereafter issued pursuant to the Bond Resolution all in the manner and to the extent provided in the Bond Resolution.  The Series 2013 Bonds, the Series 2007 Bonds, the Series 2010 Note and any Additional Bonds are referred to herein as the "Bonds."  The Series 2007 Bonds and the Series 2010 Note are collectively referred to herein as the "Parity Bonds."  For a discussion of the security for the Series 2013 Bonds, see "SOURCES OF AND SECURITY FOR PAYMENT OF THE SERIES 2013 BONDS" herein.  The Gas System, Sewer System (or sometimes referred to herein as the "Wastewater System") and Water System are collectively referred to herein as the "System" or the "Utility System."
The proceeds of the Series 2013 Bonds will be used by the City pursuant to the Bond Resolution to provide funds for the purpose of (i) refunding the Outstanding Utility System Revenue Bonds, Series 2004 (the "Refunded Bonds"), (ii) paying the costs of a debt service reserve fund surety bond (the "2013 Reserve Product") to deposit to an account in the Reserve Fund to secure only the Series 2013 Bonds to be issued by Assured Guaranty Municipal Corp. (the "Reserve Provider")], and (iii) paying certain expenses allocable to the issuance and sale of the Series 2013 Bonds.
THE SERIES 2013 BONDS AND THE INTEREST AND PREMIUM, IF ANY, THEREON AND ANY OTHER AMOUNTS REQUIRED TO BE PAID PURSUANT TO THE BOND RESOLUTION SHALL BE LIMITED OBLIGATIONS OF THE CITY PAYABLE SOLELY FROM AND SECURED SOLELY BY THE PLEDGED REVENUES AS PROVIDED IN THE BOND RESOLUTION.  NEITHER THE SERIES 2013 BONDS NOR THE INTEREST AND PREMIUM, IF ANY, PAYABLE THEREON SHALL CONSTITUTE A GENERAL INDEBTEDNESS OF THE CITY, THE STATE OR ANY AGENCY, INSTRUMENTALITY OR POLITICAL SUBDIVISION OF ANY OF THE FOREGOING WITHIN THE MEANING OF THE CONSTITUTION AND LAWS OF THE STATE.  THE SERIES 2013 BONDS AND THE INTEREST AND PREMIUM, IF ANY, PAYABLE THEREON DO NOT CONSTITUTE EITHER A PLEDGE OF THE FULL FAITH AND CREDIT OR TAXING POWER OF THE CITY, THE STATE OR ANY AGENCY, INSTRUMENTALITY OR POLITICAL SUBDIVISION OF ANY OF THE FOREGOING OTHER THAN  AS PROVIDED IN THE BOND RESOLUTION.  NO BONDHOLDER NOR ANY OTHER PERSON SHALL EVER HAVE THE RIGHT TO COMPEL THE EXERCISE OF THE AD VALOREM TAXING POWER OF THE CITY, THE STATE OR ANY AGENCY, INSTRUMENTALITY OR POLITICAL SUBDIVISION OF ANY OF THE FOREGOING TO PAY THE SERIES 2013 BONDS OR THE INTEREST AND PREMIUM, IF ANY, THEREON OR TO PAY ANY OTHER AMOUNTS REQUIRED TO BE PAID PURSUANT TO THE BOND RESOLUTION.
Unless otherwise defined herein or where the context would clearly indicate otherwise, capitalized terms used herein shall have the meaning set forth in the Bond Resolution, copies of which are included as APPENDIX D hereto. The references, excerpts and summaries of all documents referred to herein, including, without limitation, the Bond Resolution, do not purport to be complete statements of the provisions of such documents, and reference is made to the originals of all such documents for full and complete statements of all matters of fact relating to the Series 2013 Bonds, the security for the payment of the Series 2013 Bonds, the rights and obligations of Registered Owners thereof, and the System.  Copies of any such documents that are not attached as appendices hereto may be obtained from the City of Leesburg, Florida, 501 W. Meadow Street, Leesburg, Florida  34748, Attention: City Clerk, upon payment of reproduction costs and postage and handling expenses.
Public Resource Management Group, Inc. (the "Feasibility Consultant") has prepared a Bond Feasibility Report (the "Feasibility Consultant’s Report"), a copy of which is included as APPENDIX B hereto.  The Feasibility Consultant’s Report should be carefully reviewed in its entirety.  Projections in the Feasibility Consultant’s Report are based upon the assumptions contained therein, including, without limitation, assumptions regarding the debt service payments on the Series 2013 Bonds.

For a description of the terms and conditions of the Series 2013 Bonds, reference is made to the Bond Resolution, which is included in APPENDIX D to this Official Statement. The description of the Bond Resolution and the Series 2013 Bonds contained herein do not purport to be comprehensive or definitive, and reference is made to the Bond Resolution, on file with the City, for the complete terms thereof.

AUTHORITY FOR ISSUANCE OF THE SERIES 2013 BONDS

The Series 2013 Bonds are being issued by the City pursuant to Section 159.11, Florida Statutes, Chapter 166, Florida Statutes, and Article VIII, Section 2, Constitution of the State of Florida (the "State") and other applicable provisions of law (collectively, the "Act"), and Resolution No. 7143 adopted by the City Commission of the City (the "City Commission") on June 14, 2004 (the "Master Resolution"), as amended and supplemented, and particularly as supplemented by Resolution No. [____] adopted by the City Commission on April 22, 2013] (the "Supplemental Resolution" and collectively, the "Bond Resolution").  A copy of Resolution No. 7143 adopted by the City Commission on June 14, 2004 and form of Supplemental Resolution are attached hereto as APPENDIX D.
THE CITY

The City is located in the north central region of the State, approximately forty miles northwest of Orlando, Florida, and is the oldest and the second most populated of the fourteen municipalities in Lake County ("County").  The corporate limits of the City encompass approximately thirty square miles.  The estimated 2012 population of the City was 20,263.  The City is a municipal corporation of the State which was created by the State Legislature in 1875 and is governed by and derives its operating authority from the constitution and laws of the State.  The City has full home rule powers enabling it to conduct municipal government and exercise any power for municipal purposes, except when expressly prohibited by law.

Pursuant to its municipal charter, the City operates under a commission/manager form of government.  The City Commission acts as the governing board, with the power to enact ordinances and adopt resolutions, and consists of five City Commissioners, elected to staggered four-year terms.  Three of the City Commission members must meet district residency requirements.  The remaining two City Commission members are elected at-large without a district residency requirement.  The Commissioners annually select from the City Commission a Mayor and a Mayor pro-tempore.  
The City maintains three separate single-employer pension plans, one of which covers substantially all full-time City employees of the System.  The City of Leesburg also provides postretirement healthcare benefits ("OPEB") for certain eligible employees of the System.  See "PENSION AND OTHER POST EMPLOYMENT BENEFITS" herein for a description of the pension and OPEB plans and the liabilities of the City associated with such plans.

For additional information regarding the City, see APPENDIX A attached hereto.
REFUNDING PLAN
The Refunded Bonds will be paid upon the earlier of their maturity or called for redemption on or about October 1, 2014.

Upon delivery of the Series 2013 Bonds, the City will enter into an Escrow Deposit Agreement (the "Escrow Deposit Agreement") with U.S. Bank National Association (in such capacity, the "Escrow Agent") pertaining to the Refunded Bonds.  The Escrow Deposit Agreement creates a fund (the "Escrow Fund") to be held by the Escrow Agent and funded with proceeds of the Series 2013 Bonds and certain other legally available moneys.  The Escrow Fund will be held in trust by the Escrow Agent and the money and securities therein will be irrevocably pledged to the payment of the principal of, and redemption premium, if any, and interest on the Refunded Bonds.  Moneys in the Escrow Fund, other than amounts held uninvested as cash balances, will be invested in Defeasance Obligations maturing in such amounts and bearing interest at rates sufficient, together with cash held uninvested in the Escrow Fund, to pay the principal of and redemption premium, if any, and interest on the Refunded Bonds as the same become due or are called for redemption.

Upon delivery of the Series 2013 Bonds, GNP Services, CPA, PA (the "Verification Agent"), will verify, among other things, the accuracy of the arithmetical computations of the sufficiency of the maturing principal amount of, and interest on, the securities held in the Escrow Fund, together with the cash balances held therein, to pay the principal of, redemption premiums, if any, and interest on the Refunded Bonds.  See "VERIFICATION OF ARITHMETICAL COMPUTATIONS" herein.  

In reliance upon the above-referenced schedules and verifications, at the time of delivery of the Series 2013 Bonds, Bond Counsel shall deliver an opinion to the City to the effect that the Refunded Bonds have been legally defeased and are no longer outstanding for purposes of the Bond Resolution.

The moneys and securities held under the Escrow Deposit Agreement will be used only to pay the Refunded Bonds and will not be available for payment of debt service on the Series 2013 Bonds.

ESTIMATED SOURCES AND USES OF FUNDS

	SOURCES OF FUNDS
	

	Principal Amount of Series 2013 Bonds
	$__________

	Plus/Less Net Original Issue Discount
	__________

	TOTAL SOURCES
	$__________

	
	

	USES OF FUNDS
	

	Deposit to Escrow Fund (1)
	$__________

	Costs of Issuance (2)
	__________

	TOTAL USES
	$__________


_____________________
(1)
See "REFUNDING PLAN" herein.

(2)
Includes legal and financial advisory fees, printing costs, debt service reserve fund surety premium, Underwriters' discount, rating agency fees, and other expenses. 
DEBT SERVICE SCHEDULE

The following table sets forth the scheduled annual debt service payments on the Series 2013 Bonds and the Parity Bonds.
	
	Series 2013 Bonds
	
	

	Maturity Date

(October 1)
	Principal
	Interest
	Total Debt Service
Parity Bonds
	Total Debt

Service

	
	$___________
	$___________
	$___________
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	Total:
	$___________
	$___________
	$___________
	$___________


DESCRIPTION OF THE SERIES 2013 BONDS

General

The Series 2013 Bonds will be dated their date of delivery, will be issued in fully registered form, without coupons, in denominations of $5,000 each or integral multiples thereof, and will bear interest at the rates, computed on the basis of a 360-day year consisting of twelve 30-day months, and will mature on the dates set forth on the inside cover page of this Official Statement. Interest on the Series 2013 Bonds will be payable on [October 1, 2013,] and semiannually thereafter on April 1 and October 1 of each year. The Series 2013 Bonds will be registered in the name of Cede & Co., as nominee of the Depository Trust Company, New York, New York ("DTC").  Individual purchases will be made in book-entry form through DTC Participants.  DTC will receive all payments with respect to the Series 2013 Bonds through U.S. Bank National Association, as Registrar and Paying Agent, which payments will be remitted to DTC's Participants for subsequent disbursement to Beneficial Owners.  See "Book-Entry Only System" herein. The Series 2013 Bonds will be subject to redemption prior to maturity as described under "Redemption Provisions" herein.

Book-Entry Only System

The Depository Trust Company ("DTC"), New York, New York, will act as securities depository for the Series 2013 Bonds.  The Series 2013 Bonds will be issued as fully-registered securities registered in the name of Cede & Co. (DTC's partnership nominee) or such other name as may be requested by an authorized representative of DTC.  One fully registered bond certificate will be issued for each maturity of each series of the Series 2013 Bonds, each in the aggregate principal amount of such maturity, and will be deposited with DTC.

SO LONG AS CEDE & CO. IS THE REGISTERED OWNER OF THE SERIES 2013 BONDS, AS NOMINEE OF DTC, REFERENCES IN THIS OFFICIAL STATEMENT TO THE BONDHOLDERS OR REGISTERED OWNERS OF THE SERIES 2013 BONDS SHALL MEAN CEDE & CO. AND SHALL NOT MEAN THE BENEFICIAL OWNERS OF THE SERIES 2013 BONDS.

The information in this section concerning DTC and DTC's book-entry system has been obtained from sources that the City believes to be reliable, but the City takes no responsibility for the accuracy thereto.

DTC, the world's largest securities depository, is a limited-purpose trust company organized under the New York Banking Law, a "banking organization" within the meaning of the New York Banking Law, a member of the Federal Reserve System, a "clearing corporation" within the meaning of the New York Uniform Commercial Code, and a "clearing agency" registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 1934.  DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments (from over 100 countries) that DTC's participants (the "Direct Participants") deposit with DTC.  DTC also facilitates the post-trade settlement among Direct Participants of sales and other securities transactions in deposited securities, through electronic computerized book‑entry transfers and pledges between Direct Participants' accounts.  This eliminates the need for physical movement of securities certificates.  Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing corporations, and certain other organizations.  DTC is a wholly-owned subsidiary of The Depository Trust & Clearing Corporation ("DTCC").  DTCC is the holding company for DTC, National Securities Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered clearing agencies.  DTCC is owned by the users of its regulated subsidiaries.  Access to the DTC system is also available to others such as both U.S. and non-U.S. securities brokers and dealers, banks, trust companies and clearing corporations that clear through or maintain a custodial relationship with a Direct Participant, either directly or indirectly (the "Indirect Participants").  DTC has a Standard & Poor's rating of AA+.  The DTC Rules applicable to its Participants are on file with the Securities and Exchange Commission.  More information about DTC can be found at www.dtcc.com.

Purchases of Series 2013 Bonds under the DTC system must be made by or through Direct Participants, which will receive a credit for such Series 2013 Bonds on DTC's records.  The ownership interest of each actual purchaser of each Series 2013 Bond (the "Beneficial Owner") is in turn to be recorded on the Direct and Indirect Participants' records.  Beneficial Owners will not receive written confirmation from DTC of their purchase.  Beneficial Owners are, however, expected to receive written confirmations providing details of the transaction, as well as periodic statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into the transaction.  Transfers of ownership interests in the Series 2013 Bonds are to be accomplished by entries made on the books of Direct and Indirect Participants acting on behalf of the Beneficial Owners.  Beneficial Owners will not receive certificates representing their ownership interests in the Series 2013 Bonds, except in the event that use of the book-entry system for the Series 2013 Bonds is discontinued.

To facilitate subsequent transfers, all Series 2013 Bonds deposited by Direct Participants with DTC are registered in the name of DTC's partnership nominee, Cede & Co., or such other name as may be requested by an authorized representative of DTC.  The deposit of the Series 2013 Bonds with DTC and their registration in the name of Cede & Co. or such other DTC nominee do not effect any change in beneficial ownership.  DTC has no knowledge of the actual Beneficial Owners of the Series 2013 Bonds; DTC's records reflect only the identity of the Direct Participants to whose accounts such Series 2013 Bonds are credited, which may or may not be the Beneficial Owners.  The Direct and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.  

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to the Series 2013 Bonds unless authorized by a Direct Participant in accordance with DTC's MMI Procedures.  Under its usual procedures, DTC mails an Omnibus Proxy to the City as soon as possible after the record date.  The Omnibus Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to whose accounts the Series 2013 Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy).

Principal, premium, if any, and interest payments on the Series 2013 Bonds will be made to Cede & Co., or such other nominee as may be requested by an authorized representative of DTC.  DTC's practice is to credit Direct Participants' accounts, upon DTC's receipt of funds and corresponding detail information from the City or the Bond Registrar and Paying Agent on the payable date in accordance with their respective holdings shown on DTC's records.  Payments by DTC Participants to Beneficial Owners will be governed by standing instructions and customary practices, as is the case with securities held for the accounts of customers in bearer form or registered in "street name," and will be the responsibility of such DTC Participant and not of DTC, the Bond Registrar and Paying Agent or the City, subject to any statutory and regulatory requirements as may be in effect from time to time.  Payment of principal and interest to Cede & Co. (or such other nominee as may be requested by an authorized representative of DTC) is the responsibility of the City and/or the Bond Registrar and Paying Agent for the Series 2013 Bonds.  Disbursement of such payments to Direct Participants is the responsibility of DTC, and disbursement of such payments to the Beneficial Owners is the responsibility of the Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the Series 2013 Bonds at any time by giving reasonable notice to the City.  Under such circumstances, in the event that a successor securities depository is not obtained, Series 2013 Bond certificates are required to be printed and delivered.

The City does not have any responsibility or obligations to the DTC Participants, Indirect Participants or the Beneficial Owners with respect to (A) the accuracy of the records of DTC, Cede & Co. or any Participant with respect to any ownership interest on the Series 2013 Bonds, (B) the delivery to any Participant or any other Person other than a Bondholder, as shown in the registration books kept by the Bond Registrar and Paying Agent, of any notice with respect to the Series 2013 Bonds, or (C) the payment to any Participant or any other Person, other than a Bondholder, as shown in the registration books kept by the Bond Registrar and Paying Agent, of any amount with respect to principal of, or interest on the Series 2013 Bonds.  

Upon compliance with any agreements between the City and DTC, the City may decide to discontinue use of the system of book-entry transfers through DTC (or a successor securities depository).  In that event, Series 2013 Bond certificates will be printed and delivered to DTC.

In the event the book-entry system is terminated, the transfer and exchange of Series 2013 Bonds shall be accomplished as described in APPENDIX D attached hereto.

Redemption Provisions

Optional Redemption.  The Series 2013 Bonds maturing on and before October 1, 20____ are not redeemable prior to their stated dates of maturity.  The Series 2013 Bonds maturing on and after October 1, 20____, are subject to redemption prior to their stated dates of maturity, at the option of City, in whole or in part on any day on or after October 1, 20____, in such amounts and maturities as the City in its discretion shall select and by lot within a maturity if less than a full maturity, at a redemption price equal to the principal amount thereof, together with accrued interest on such principal amount to the redemption date.
Mandatory Redemption.  The Series 2013 Bonds maturing on October 1, 20____ are subject to mandatory sinking fund redemption prior to maturity in part by lot on October 1, 20____ and on each October 1 thereafter, at a redemption price equal to the principal amount thereof being so redeemed and accrued interest thereon to the date fixed for redemption, without premium, from Amortization Installments in the amounts set forth below:

	Year
	Amortization Installment

	
	$  

	
	

	
	

	
	

	
	

	*
	


* Maturity

Mandatory Redemption.  The Series 2013 Bonds maturing on October 1, 20___ are subject to mandatory sinking fund redemption prior to maturity in part by lot on October 1, 20____ and on each October 1 thereafter, at a redemption price equal to the principal amount thereof being so redeemed and accrued interest thereon to the date fixed for redemption, without premium, from Amortization Installments in the amounts set forth below:

	Year
	Amortization Installment

	
	$ 

	
	

	
	

	*
	


* Maturity
Notice of Redemption

Notice of redemption of the Series 2013 Bonds shall be given by the deposit in the U.S. mails of a copy of said redemption notice, postage prepaid, at least thirty and not more than sixty days before the redemption date to all Holders of the Series 2013 Bonds or portions of the Series 2013 Bonds to be redeemed at their addresses as they appear on the registration books to be maintained in accordance with the provisions of the Bond Resolution.  Failure to give any such notice to a registered owner of a Series 2013 Bond, or any defect therein, shall not affect the validity of the proceedings for redemption of any Series 2013 Bond or portion thereof with respect to which no failure or defect occurred.
Each notice shall set forth the date fixed for redemption for each Series 2013 Bond being redeemed, the redemption price to be paid, the date of publication, if any, of a notice of redemption, the name and address of the Registrar and, if less than all of the Series 2013 Bonds of the applicable series then outstanding shall be called for redemption, the distinctive numbers and letters, including CUSIP numbers, if any, of such Series 2013 Bonds to be redeemed and, in the case of Series 2013 Bonds to be redeemed in part only, the portion of the principal amount thereof to be redeemed.  If any Series 2013 Bond is to be redeemed in part only, the notice of redemption which relates to such Series 2013 Bond shall also state that on or after the redemption date, upon surrender of such Series 2013 Bond, new Series 2013 Bond or Series 2013 Bonds of the same series in a principal amount equal to the unredeemed portion of such Series 2013 Bond will be issued.
Any notice mailed as provided above shall be conclusively presumed to have been duly given, whether or not the owner of such Series 2013 Bond receives such notice.
Notwithstanding the foregoing, notice of optional redemption may be conditioned upon the occurrence or non-occurrence of such event or events as shall be specified in such notice of optional redemption and may also be subject to rescission by the City if expressly set forth in such notice.
See "Book-Entry Only System" herein for a description of selection of Series 2013 Bonds to be redeemed and conveyance of notices to Beneficial Owners when the Series 2013 Bonds are held by DTC.

Effect of Notice of Redemption

Notice having been given in the manner and upon satisfaction of any of the conditions set forth in the Bond Resolution and in the redemption notice, the Series 2013 Bonds or portions of Series 2013 Bonds so called for redemption shall, on the redemption date designated in such notice, become and be due and payable at the redemption price provided for redemption of such Series 2013 Bonds or portions of Series 2013 Bonds on such date.  On the date so designated for redemption, moneys for payment of the redemption price being held in separate accounts by the Paying Agents in trust for the Holders of the Series 2013 Bonds or portions thereof to be redeemed, all as provided in the Bond Resolution, interest on the Series 2013 Bonds or portions of Series 2013 Bonds so called for redemption shall cease to accrue, such Series 2013 Bonds and portions of Series 2013 Bonds shall cease to be entitled to any lien, benefit or security under the Bond Resolution, and the Holders of such Series 2013 Bonds or portions of Series 2013 Bonds shall have no right in respect thereof except to receive payment of the redemption price thereof and, to the extent provided in the Bond Resolution, to receive Series 2013 Bonds for any unredeemed portions of the Series 2013 Bonds.
SOURCES OF AND SECURITY FOR PAYMENT OF THE SERIES 2013 BONDS 
Pledged Revenues
The principal of, premium, if any, and interest on the Series 2013 Bonds will be payable from and will be secured solely by a lien upon and a pledge of (i) the Net Revenues derived by the City from the operation of the System, (ii) the Capacity Charges (to the extent described herein), and (iii) until applied in accordance with the provisions of the Bond Resolution moneys, including income from the investment thereof, held in certain of the funds and accounts established by the Bond Resolution, except any funds held in the Composite Reserve Account and in any other account in the Reserve Fund for a specific Series of Bonds, which will be held solely for the Series of Bonds for which such account was created, all in the manner and subject to the terms and provisions of the Bond Resolution (collectively, the "Pledged Revenues").  The Series 2013 Bonds will be secured by the 2013 Reserve Account, created as a separate account in the Reserve Fund and will not be secured by the Composite Reserve Account or any other account established within the Reserve Fund.  See "SOURCES OF AND SECURITY FOR PAYMENT OF THE SERIES 2013 BONDS – Reserve Fund" herein.  The pledge of and lien on the Pledged Revenues in favor of the Series 2013 Bonds are on a parity with the lien on and pledge of the Pledged Revenues in favor of the City's Outstanding Parity Bonds and any Additional Bonds hereafter issued pursuant to the Bond Resolution all in the manner and to the extent provided in the Bond Resolution.
The term "Net Revenues," with respect to any Fiscal Year, shall be the remainder of the Gross Revenues, after deducting the Cost of Operation and Maintenance for such Fiscal Year.

"Gross Revenues" are the Gas Revenues, the Water Revenues, the Sewer Revenues, any income from the investment of funds to be deposited in the Revenue and Operating Fund, or any of the accounts therein, as provided in the Bond Resolution, moneys deposited from the Rate Stabilization Fund to the Revenue and Operating Fund in accordance with the terms of the Bond Resolution, and all Hedge Receipts received by the City under a Qualified Swap, but shall not include (i) proceeds from the sale of any Bonds or other obligations of the City, (ii) Capacity Charges, and (iii) moneys received by the City from federal, state or local governmental grants or stipends that by their terms are restricted from being used in the manner that Revenues are to be applied under the Bond Resolution.
"Cost of Operation and Maintenance" means the current expenses, paid or accrued, of operation, maintenance and repair of the System and its facilities, as calculated in accordance with generally accepted accounting principles for governmental entities, consistently applied, and shall include, without limiting the generality of the foregoing, all costs (including administrative expenses) relating to the System, the purchase of gas or water, and the purchase of gas, water or wastewater collection, distribution or treatment services (in each case to the extent the same may be treated as an operating cost under generally accepted accounting principles) and insurance premiums and charges for the accumulation of appropriate reserves for self-insurance, not annually recurrent but which are reasonably expected to be incurred on a periodic basis in accordance with generally accepted accounting principles, consistently applied, and payment of the Rebate Amount.  The Cost of Operation and Maintenance shall include, among other items, payments required to be made to the Florida Gas Utility, any successor thereto, or any other entity under spot, forward or pre-paid gas or water purchase agreements, including, without limitation, take and pay gas or water purchase agreements or similar gas or water purchase arrangements and related price hedging agreements.  The Cost of Operation and Maintenance shall not include (i) any reserve for renewals and replacements, extraordinary repairs or any allowance for depreciation or amortization, (ii) the payment of any principal of, premium, if any, and interest on the Bonds and any other notes, bonds and similar obligations of the City, and (iii) payments made by the City under leases that are capitalized in accordance with generally accepted accounting principles.
"Hedge Receipts" means net payments, received by the City on a scheduled basis under a Qualified Swap, as a result of the fluctuation in a hedged interest rate or the value of any index relative to another interest rate or the value of another index, in each case multiplied by a specified notional amount; provided that for purposes of determining the Bond Service Requirement, and in determining compliance with the rate covenant and the Additional Bonds and Qualified Swap provisions under the Bond Resolution, Hedge Receipts shall not include (i) amounts payable by the Qualified Swap Provider to the City upon the execution, renewal, extension, modification or termination (whether optional or mandatory) of any Qualified Swap, including, without limitation, any settlement amount, (ii) any periodic fee payable by the Qualified Swap Provider to keep such Qualified Swap in effect, and (iii) any other non-scheduled amounts required to be paid by the Qualified Swap Provider under the Qualified Swap.
"Capacity Charges" means the Water Capacity Charges and the Sewer Capacity Charges.

"Sewer Capacity Charges" means all capital expansion fees, system improvement fees or other similar fees and charges, including, without limitation, impact fees, separately imposed by the City as a nonuser capacity charge for the proportionate share of the cost of expanding, oversizing, separating or constructing new additions to the Sewer System, and any income from the investment of funds deposited into the Sewer Capacity Charge Fund pursuant to the Bond Resolution. Sewer Capacity Charges do not include payments received by the City as reimbursement for the cost of connecting a new customer with the nearest lateral service lines of the Sewer System. 
"Water Capacity Charges" means all capital expansion fees, system improvement fees or other similar fees and charges, including, without limitation, impact fees, separately imposed by the City as a nonuser capacity charge for the proportionate share of the cost of expanding, oversizing, separating or constructing new additions to the Water System and any income from the investment of funds deposited into the Water Capacity Charge Fund pursuant to the Bond Resolution. Water Capacity Charges do not include payments received by the City as reimbursement for the cost of connecting a new customer with the nearest lateral service lines of the Water System.

Limited Obligations

THE SERIES 2013 BONDS AND THE INTEREST AND PREMIUM, IF ANY, THEREON AND ANY OTHER AMOUNTS REQUIRED TO BE PAID PURSUANT TO THE BOND RESOLUTION SHALL BE LIMITED OBLIGATIONS OF THE CITY PAYABLE SOLELY FROM AND SECURED SOLELY BY THE PLEDGED REVENUES AS PROVIDED IN THE BOND RESOLUTION.  NEITHER THE SERIES 2013 BONDS NOR THE INTEREST AND PREMIUM, IF ANY, PAYABLE THEREON SHALL CONSTITUTE A GENERAL INDEBTEDNESS OF THE CITY, THE STATE OR ANY AGENCY, INSTRUMENTALITY OR POLITICAL SUBDIVISION OF ANY OF THE FOREGOING WITHIN THE MEANING OF THE CONSTITUTION AND LAWS OF THE STATE.  THE SERIES 2013 BONDS AND THE INTEREST AND PREMIUM, IF ANY, PAYABLE THEREON DO NOT CONSTITUTE EITHER A PLEDGE OF THE FULL FAITH AND CREDIT OR TAXING POWER OF THE CITY, THE STATE OR ANY AGENCY, INSTRUMENTALITY OR POLITICAL SUBDIVISION OF ANY OF THE FOREGOING OTHER THAN AS PROVIDED IN THE BOND RESOLUTION.  NO BONDHOLDER NOR ANY OTHER PERSON SHALL EVER HAVE THE RIGHT TO COMPEL THE EXERCISE OF THE AD VALOREM TAXING POWER OF THE CITY, THE STATE OR ANY AGENCY, INSTRUMENTALITY OR POLITICAL SUBDIVISION OF ANY OF THE FOREGOING TO PAY THE SERIES 2013 BONDS OR THE INTEREST AND PREMIUM, IF ANY, THEREON OR TO PAY ANY OTHER AMOUNTS REQUIRED TO BE PAID PURSUANT TO THE BOND RESOLUTION.  THE BONDHOLDERS DO NOT HAVE A LIEN UPON THE SYSTEM OR THE PROJECTS.
Creation of Funds and Accounts

The Bond Resolution creates and establishes the "Utility System Revenue and Operating Fund" (the "Revenue and Operating Fund"), the "Utility System Reserve Fund" (the "Reserve Fund"), and the Composite Reserve Account therein, the Utility System Rate Stabilization Fund (the "Rate Stabilization Fund") and the Sewer Capacity Charge Fund and the Water Capacity Charge Fund.  Such funds and accounts  constitute trust funds for the purposes provided in the Bond Resolution, and shall be delivered to and held by the Finance Director or such other chief financial officer of the City (the "Chief Financial Officer") (or an Authorized Depository designated by the Chief Financial Officer), in each case who shall act as trustee of such funds for the purposes provided in the Bond Resolution, shall be subject to a lien and charge in favor of the Holders of the Bonds and Qualified Swap Providers in the manner and to the extent provided in the Bond Resolution, and shall, except as expressly permitted hereby, at all times be kept separate and distinct from all other funds of the City and used only as provided in the Bond Resolution.  The Bond Resolution also authorizes the creation of separate accounts within the Reserve Fund for any Series of Bonds not secured by the Composite Reserve Account.  The Series 2013 Bonds will be secured by the 2013 Reserve Account, created as a separate account in the Reserve Fund for the Series 2013 Bonds and will not be secured by the Composite Reserve Account or any other account established within the Reserve Fund.  See "SOURCES OF AND SECURITY FOR PAYMENT OF THE SERIES 2013 BONDS – Reserve Fund" herein.
The Bond Resolution also creates and establishes the "Utility System Revenue Bonds Construction Fund" (the "Construction Fund").  The City must establish a separate account in the Construction Fund for the Project or Projects to be financed by each Series of Bonds issued under the Bond Resolution.  All moneys in the Construction Fund will be and constitute trust funds, and must be delivered to and held by the Chief Financial Officer (or his designated Authorized Depository) who shall act as trustee of such funds for the purposes of the Bond Resolution. 
Revenue and Operating Fund
All Gross Revenues shall be deposited by the City into the Revenue and Operating Fund promptly upon receipt.  All payments received as Water Capacity Charges shall be segregated and deposited promptly upon receipt into the Water Capacity Charge Fund and all payments received as Sewer Capacity Charges shall be segregated and deposited promptly upon receipt into the Sewer Capacity Charge Fund.  Funds in the Revenue and Operating Fund shall be accumulated, paid out, withdrawn and disposed of only in the following order and priority:
(1)
First, by setting aside to be applied to pay, or by applying the amount necessary to pay, the Cost of Operation and Maintenance.

(2)
Then, on or before the next succeeding Payment Date, by transfer to the Paying Agents and to each Qualified Swap Provider, first, from funds transferred to the Revenue and Operating Fund from Water Capacity Charges and Sewer Capacity Charges, and then from other funds available in the Revenue and Operating Fund, an amount sufficient to pay the debt service next coming due on the Bonds and the Hedge Obligations next coming due on any Qualified Swap.
If principal, interest or premium payments have been made on behalf of the City by a Bond Insurer or the issuer of a Liquidity Facility or Credit Facility or other entity insuring, guarantying or providing for the payment of Bonds or any Series thereof, moneys on deposit in the Revenue and Operating Fund and allocable to such Bonds must be paid to such Bond Insurer or issuer of the Liquidity Facility or Credit Facility having theretofore made a corresponding payment on the Bonds.
(3)
Then, by deposit pro rata into the Composite Reserve Account and the other special reserve accounts in the Reserve Fund created for separate Series of Bonds (including the account created to secure the Series 2013 Bonds), such amounts that, after taking into account other concurrent deposits made in such accounts pursuant to the provisions of the Bond Resolution, and other funds or Reserve Products then on deposit therein or credited to such accounts, if any, will be sufficient to make the funds on deposit therein and Reserve Products credited thereto equal to the Reserve Requirement for each such account.

The City may satisfy the Reserve Requirement for any account in the Reserve Fund, in whole or in part with a Reserve Product in lieu of a cash funded deposit.  Such Reserve Product must provide for payment of deficiencies (up to the policy limits of such Reserve Product) on any interest or principal payment date (provided adequate notice is given) on which a deficiency exists (or is expected to exist) in moneys held thereunder for a payment with respect to Bonds secured by the applicable account in the Reserve Fund, which cannot be cured by funds in any other account held pursuant to the Bond Resolution and available for such purpose.  Each such Reserve Product shall name as the beneficiary thereof, the Paying Agent or an Authorized Depository who has agreed to serve as trustee for the benefit of such Bondholders.  The City is required to reimburse the Reserve Provider for draws on the 2013 Reserve Product for the Series 2013 Bonds as described under "DEBT SERVICE RESERVE FUND SURETY BOND" herein.
If a disbursement is made from a Reserve Product, the City must reinstate the maximum limits of such Reserve Product promptly following such disbursement or to replace such Reserve Product by depositing into the applicable account in the Reserve Fund from the first available Net Revenues and from the Capacity Charges to the extent contemplated in the Bond Resolution for deposit pursuant to this Section, funds in the maximum amount originally payable under such Reserve Product, plus amounts necessary to reimburse the Reserve Product Provider for previous disbursements made pursuant to such Reserve Product, or a combination of such alternatives, and for purposes of this clause, amounts necessary to satisfy such reimbursement obligation and other obligations of the City to such a Reserve Product Provider shall be deemed required deposits into the applicable Reserve Fund account, but must be used by the City to satisfy its obligations to the Reserve Product Provider.

If one or more accounts in the Reserve Fund have been funded with cash or Permitted Investments and no event of default shall have occurred and be continuing under the Bond Resolution, the City may, at any time in its discretion, substitute a Reserve Product meeting the requirements of the Bond Resolution for the cash and Permitted Investments in any such account, and the City may then withdraw such cash and Permitted Investments from such account and apply them to any lawful purpose (taking into account the source of such funds for purposes of determining compliance with law related to Water Capacity Charges and Sewer Capacity Charges) that, in the opinion of Bond Counsel will not result in the interest on the Bonds for which such account in the Reserve Fund was held which are not Taxable Bonds to be includable in the gross income of the Holders thereof for federal income tax purposes.
(4)
Then by payment of all amounts related to any Subordinate Debt required to be paid by the terms of the ordinance, resolution or other instrument authorizing such Subordinate Debt and the unpaid fees, costs and expenses of any Reserve Product Provider or issuer of a Liquidity Facility or Credit Facility.

(5)
Then by payment of all Rebate Amounts determined to be due and owing pursuant to the Code. 

(6)
Then, for any lawful purposes of the City, including, without limitation, any deposit to the Rate Stabilization Fund that the City deems appropriate.
Capacity Charge Funds

The Bond Resolution provides that on or before the next succeeding Payment Date, funds in either the Water Capacity Charge Fund or Sewer Capacity Charge Fund, respectively, shall be withdrawn and disposed of only in the following order and priority and only for the specific purposes provided in the Bond Resolution:

(1)
First, by deposit into the Revenue and Operating Fund, an amount equal to the Sewer or Water Expansion Project Percentage, as applicable, times the principal (including Amortization Installments), interest and any premium due on the Bonds (net of Hedge Receipts, if any) and the related Hedge Obligations on such Payment Date.  Deposits required pursuant to the foregoing shall be decreased to make allowance for any accrued and capitalized interest.

(2)
Then, by deposit into the Reserve Fund an amount determined by multiplying the aggregate amount required to be deposited therein by the applicable Sewer or Water Expansion Project Percentage.

(3)
Then, to the extent permitted by applicable law, by payment of amounts related to Subordinate Debt required to be paid by the terms of the ordinance, resolution or other instrument authorizing such Subordinate Debt.

(4)
Following the deposits provided for above, funds remaining in a particular Capacity Charge Fund shall be retained therein and used by the City for any one or more of the following purposes: (i) by deposit to the Revenue and Operating Fund such amount as may be necessary to reimburse the City for payments made from Gross Revenues which could have been made from Capacity Charges from that Capacity Charge Fund had sufficient Capacity Charges been available at the time such payments were made; (ii) to pay the cost of extending or oversizing, separating or constructing new additions to the Sewer System or Water System, as applicable; (iii) subject to the maximum limitation described below, by deposit into the Revenue and Operating Fund to purchase or redeem Bonds in advance of their scheduled maturity or mandatory redemption date; or (iv) for any other lawful purpose.

The maximum amount of Water Capacity Charges or Sewer Capacity Charges that may be used to redeem Bonds shall not exceed the applicable Sewer or Water Expansion Project Percentage of the total principal amount of Bonds originally issued under the Bond Resolution (including Additional Bonds and without taking into account any repayments of principal), less the sum of (x) the principal amount of Bonds theretofore purchased, redeemed or retired at maturity from such Water Capacity Charges or Sewer Capacity Charges, (y) the funds used to reimburse the City for principal payments made from Gross Revenues, and (z) and such Capacity Charges transferred to the Reserve Fund and not theretofore used to pay debt service or deposited back into the applicable Capacity Fund pursuant to the Bond Resolution.
"Sewer or Water Expansion Project Percentage" means a fraction the numerator of which is the total Project Costs of the Sewer Expansion Projects or Water Expansion Projects, as applicable, that are being or have been financed through the issuance of Bonds and the denominator of which is the total Project Costs of the Projects that are being or have been financed through the issuance of Bonds, all as established by a certificate of the Utility Director at the time of issuance of each Series of Bonds, as such fraction shall be adjusted from time to time.

"Expansion Projects" means Sewer Projects or Water Projects or portions thereof, as applicable, for the oversizing, separating, expanding or constructing of new additions to the Sewer System or Water System, all of which are designed to expand its capacity.

Generally, under Florida law, impact fees such as the City's Water Capacity Charges and Sewer Capacity Charges may be validly imposed against new construction or development in order to fund capital investments or capacity necessitated by such new construction or development or to satisfy debt service for bonds or other obligations issued or allocable for such purpose (as contrasted with general System improvements that do not expand capacity).  Investment earnings with respect to Water Capacity Charges and Sewer Capacity Charges are subject to the same restrictions.  As a result the City's Water Capacity Charges and Sewer Capacity Charges can be used to pay debt service on the Series 2013 Bonds and related Hedge Obligations only to the extent such Capacity Charges reflect costs incurred to expand the Water System or Sewer System, respectively, in order to service new customers.

The receipt of Capacity Charges, if any, by the City is dependent on new construction or development within the service area of the System and the amount of Capacity Charges which may be used to pay principal of and interest on the Series 2013 Bonds is limited by Florida law.  As a result of the slow down of the housing market, the City has experienced a decrease in the number of housing permits issued in the past several Fiscal Years, and a corresponding decrease in Capacity Charge revenue from such period.  Therefore, there can be no assurances that such revenues will not decrease or be eliminated altogether in the event that new construction, for whatever reason, decreases or ceases within the service area of the System.  See the Feasibility Consultant's Report attached hereto as APPENDIX B for projections of Capacity Charges.

See "RATES - Water and Sewer Capacity Charges" herein for a discussion of a moratorium on the collection of Capacity Charges by the City.
Reserve Fund

Except as otherwise expressly provided in the Bond Resolution, funds on deposit in an account in the Reserve Fund (including, without limitation, the 2013 Reserve Account) may be used only for the purpose of curing deficiencies in the amounts available for such purposes in the Revenue and Operating Fund related to the Series of Bonds with respect to which such account in the Reserve Fund was created and for no other purpose.  If funds on deposit in an account in the Reserve Fund exceed, in the aggregate, the applicable Reserve Requirement for all Series of Bonds secured by such account, such excess shall be transferred first to the Water Capacity Charge Fund and the Sewer Capacity Fund, pro rata, to the extent necessary to replenish funds deposited into the Reserve Fund from such sources, and then shall be paid into the Revenue and Operating Fund.  Any proceeds received from a Reserve Product shall be applied immediately to cure deficiencies in the moneys set aside and available in the Revenue and Operating Fund to pay debt service with respect to all Series of Bonds secured by the Composite Reserve Account, or the special account in the Reserve Fund to which such Reserve Product was credited, as the case may be, and for no other purpose.

An account has been created in the Reserve Fund for the benefit of the Series 2013 Bonds (the "2013 Reserve Account") and will only secure the Series 2013 Bonds.  The Reserve Requirement for the Series 2013 Bonds is [$_____________].  Pursuant to the Bond Resolution, the Reserve Requirement for the Series 2013 Bonds must not exceed an amount equal to the lesser of (i) the Maximum Bond Service Requirement for the Series 2013 Bonds; (ii) 125% of the average Bond Service Requirement for the Series 2013 Bonds; or (iii) 10% of the aggregate stated original principal amount of all Series 2013 Bonds.  Neither the Composite Reserve Account nor any other account created in the Reserve Fund established for any other Series of Bonds will secure the Series 2013 Bonds, and the Series 2013 Bondholders shall have no lien on or right to payment from any such other funds in the Reserve Fund (other than the 2013 Reserve Account therein), the Composite Reserve Account or any account created in the Reserve Fund with respect to any other Series of Bonds.  The Reserve Requirement for the 2013 Reserve Account will initially be funded with a Reserve Product provided by the Reserve Provider in a face amount equal to the Reserve Requirement for the Series 2013 Bonds.  See "DEBT SERVICE RESERVE FUND POLICY" herein.

Rate Stabilization Fund

The Bond Resolution provides that the City may transfer any amounts on deposit in the Rate Stabilization Fund to the Revenue and Operating Fund, or may use or apply those funds for any other lawful purpose, as it deems appropriate; provided, however, that on each Payment Date for the Bonds, moneys in the Rate Stabilization Fund, if any, shall be applied for the payment of debt service when due with respect to Outstanding Bonds when the moneys in the Revenue and Operating Fund are insufficient to pay the principal of, interest on and Amortization Installments with respect to the Bonds coming due, but only to the extent moneys transferred from the Reserve Fund for such purposes shall be inadequate to fully provide for such insufficiency.
Rate Covenant

The City has covenanted in the Bond Resolution to fix, establish, revise from time to time whenever necessary, maintain and collect fees, rates, rentals and other charges for the use of the products, services and facilities of the System that will always provide Gross Revenues in each Bond Year (excluding for purposes of this section all Hedge Receipts) which will be sufficient in accordance with the provisions of the Bond Resolution to meet either of the following requirements:
(a)
The amount of Gross Revenues to be received in such Bond Year shall not be less than the sum of one hundred percent (100%) of the Cost of Operation and Maintenance for such Bond Year, plus one hundred fifteen percent (115%) of the Bond Service Requirement for such Bond Year, plus one hundred percent (100%) of the amounts required to be deposited in such Bond Year into the Reserve Fund (including the various accounts therein); or

(b)
(i)  The amount of Gross Revenues to be received in such Bond Year, shall not be less than the sum of one hundred percent (100%) of the Cost of Operation and Maintenance in such Bond Year, plus one hundred percent (100%) of the Bond Service Requirement for such Bond Year; and (ii) the sum of the Gross Revenues and the Available Capacity Charges to be received in such Bond Year, shall not be less than the sum of one hundred percent (100%) of the Cost of Operation and Maintenance in such Bond Year, plus one hundred twenty-five percent (125%) of the Bond Service Requirement for such Bond Year, plus one hundred percent (100%) of the amounts required to be deposited in such Bond Year into the Reserve Fund (including the various accounts therein).
The foregoing rate covenant is referred to herein as the "Rate Covenant."  For purposes of the foregoing, the Bond Service Requirement for any Bond Year may be reduced by amounts actually deposited into the Revenue and Operating Fund at the beginning of such Bond Year, from the Rate Stabilization Fund, or otherwise, that are not needed to pay Hedge Obligations or debt service then due on the Bonds and that are specifically earmarked to pay debt service on Outstanding Bonds and Hedge Obligations next coming due.

Notwithstanding the foregoing, failure of the City to comply with the rate covenant described above will not constitute an event of default if funds are otherwise available to pay all amounts due under the Bond Resolution and the City promptly engages the services of a Qualified Independent Consultant to perform a rate study recommending the rate levels necessary to comply with the rate covenant of this section in the next succeeding Bond Year.  Such study must be completed within ninety (90) days after the City becomes aware of such non-compliance and the City must adopt the recommendations of such study within thirty (30) days after the completion of the study.

Available Capacity Charges are the amount of Capacity Charges that, in the opinion of the Utility Director, are reasonably expected to be received or available for such purpose in such Bond Year; provided, however, that the maximum amount of Water Capacity Charges that may be included will be the Water Expansion Project Percentage of the Bond Service Requirement on the Bonds in such Bond Year and the maximum amount of Sewer Capacity Charges that may be included shall be the Sewer Expansion Project Percentage of the Bond Service Requirement on the Bonds in such Bond Year.

Additional Bonds

The City has covenanted in the Bond Resolution not to issue or incur any obligations payable from the Gross Revenues, Capacity Charges, or both, or voluntarily create or cause to be created any debt, lien, pledge, assignment, encumbrance or other charge having priority to or being on a parity with the lien of any Bonds, upon the Gross Revenues, the Capacity Charges, or both, except Additional Bonds and Hedge Obligations under a Qualified Swap all as provided in the Bond Resolution.
No series of Additional Bonds may be issued under the Bond Resolution and no Qualified Swap may be entered into under the Bond Resolution unless the City shall first have complied with the following requirements:
(a) 
There shall have been obtained and filed with the City Commission a certificate signed by the Chief Financial Officer, pursuant to which he or she shall state and certify the following:

 (1)
The amount of Gross Revenues (but excluding for this purpose all Hedge Receipts), as determined under standard auditing procedures but adjusted as hereinafter provided (the "Adjusted Gross Revenues"), for, at the option of the City, any twelve (12) consecutive months out of the twenty-four (24) consecutive months immediately preceding the date of issue of the proposed Additional Bonds or the most recently audited Fiscal Year (the "Audit Period") and amount of the Cost of Operation and Maintenance for the Audit Period, as determined under standard auditing procedures but adjusted as hereinafter provided (the "Adjusted Cost of Operation and Maintenance");
In determining the amount of Adjusted Gross Revenues for the Audit Period, the Chief Financial Officer may take into account the amount by which Gross Revenues would have increased if or as a result of:  (i) the number of customers served by the System during the Audit Period had included the number of new customers of the System attributable to an existing gas or water transmission system or sewer collection and treatment system to be acquired with the proceeds of such Additional Bonds, had the acquisition occurred at the beginning of the Audit Period, (ii) the number of customers served by the System during the Audit Period had included the average number of new customers of the System (A) that by ordinance, agreement, law or regulation will be required to connect to the System during the first full Bond Year following the Bond Year in which such Additional Bonds are issued (the "Applicable Bond Year"), or (B) which the Qualified Independent Consultant projects will, as a result of the proposed Project, by virtue of their proximity to the service provided by the Project or otherwise, connect to the System during the Applicable Bond Year, and (iii) any changes in the rate schedules for customers and users of the System which the City shall then have in effect, or has enacted by ordinance or resolution on or before the date of such certificate and which the City has covenanted to put into effect during the Applicable Bond Year, had such rate changes been effective on the first day of the Audit Period.  If any adjustments permitted by clauses (i) and/or (ii)(B) of the preceding sentence shall be made, in determining the amount of the Adjusted Cost of Operation and Maintenance, the Chief Financial Officer shall take into account the estimated amount by which the Cost of Operation and Maintenance for the Audit Period would have increased had the Project to be financed with the proceeds of such Additional Bonds been in operation from the beginning of the Audit Period.  In projecting numbers of new customers for the purposes of clauses (ii) (A) and (ii) (B) of this paragraph, there shall be taken into account only dwellings, buildings or other structures in existence on the date of such projections;
(2)
The average annual amount of Water Capacity Charges and Sewer Capacity Charges expected to be received in the Applicable Bond Year, taking into account such additional Water Capacity Charges, if any, and Sewer Capacity Charges, if any, that are expected to be received in each Bond Year as a result of the Project to be financed with the proposed Additional Bonds (such Capacity Charges, including those attributable to any Expansion Projects to be financed with the proceeds of such Additional Bonds, being herein referred to as the "Adjusted Water Capacity Charges" and "Adjusted Sewer Capacity Charges," respectively);
(3)
The aggregate amount of funds, if any, to be transferred from available moneys of the City and from grants, contributions in aid of construction and investment income, if any, that the City reasonably expects to receive or make available to pay the Cost of such Project to be financed with the proceeds of such Additional Bonds;
(4)
The amount of the Maximum Bond Service Requirement for the Applicable Bond Year on account of all Bonds then Outstanding under the Bond Resolution and the Additional Bonds proposed to be issued thereunder (which, for purposes of this calculation will include a netting of debt service payments and corresponding Hedge Obligations as and to the extent contemplated in the definition of Bond Service Requirement);
(5)
The amount, if any, required to be deposited from Net Revenues into the Composite Reserve Account or into any account in the Reserve Fund in the Applicable Bond Year pursuant to the terms of a supplemental ordinance or resolution; and
(6)
Based upon the foregoing, the Chief Financial Officer is of the opinion that either:
a.
the Adjusted Gross Revenues for the Audit Period, less one hundred percent (100%) of the Adjusted Cost of Operation and Maintenance, shall equal or exceed the sum of one hundred percent (100%) of the amount to be deposited to the Reserve Fund as described in paragraph (5) above and one hundred fifteen percent (115%) of the Maximum Bond Service Requirement referred to in paragraph (4) above for the Applicable Bond Year; or 

b.
(i) the Adjusted Gross Revenues for the Audit Period, less one hundred percent (100%) of the Adjusted Cost of Operation and Maintenance, shall equal or exceed the sum of one hundred percent (100%) of the amount to be deposited to the Reserve Fund as described in paragraph (5) above and one hundred percent (100%) of the Maximum Bond Service Requirement referred to in paragraph (4) above for the Applicable Bond Year; and (ii) the sum of the Adjusted Gross Revenues and the Adjusted Available Capacity Charges for the Audit Period, less one hundred percent (100%) of the Adjusted Cost of Operation and Maintenance, shall equal or exceed the sum of one hundred percent (100%) of the amount to be deposited to the Reserve Fund as described in paragraph (5) above and one hundred twenty-five percent (125%) of the Maximum Bond Service Requirement referred to in paragraph (4) above for the Applicable Bond Year.
(b)
In connection with the issuance of Additional Bonds, there must be obtained and filed with the City Commission a certificate from the engineer, who may be an employee of the City, supervising construction of the Project being financed with proceeds of such Additional Bonds that the balance of the funds in the special account in the Construction Fund created for such Project, together with net proceeds from such Additional Bonds, will be sufficient to pay the Cost of such Project remaining unpaid.
(c)
The Chief Financial Officer for the City must certify that the City is not in default in the performance of any of the covenants and obligations assumed by it under the Bond Resolution, as the same may have been theretofore amended, and that all payments thereunder required to have been made into the funds and accounts provided therein shall have been made in full.
(d)
The City Attorney must submit an opinion to the City Commission to the effect that the issuance of such Bonds or entering into such Qualified Swap has been duly authorized and that all conditions precedent to the delivery of such Bonds or Qualified Swap have been fulfilled.

(e)
Each ordinance, resolution or enabling instrument authorizing the issuance of such Bonds will recite that all of the covenants described in the Bond Resolution will be fully applicable to such Bonds as if originally issued under the Bond Resolution.

The City may issue Additional Bonds for the purpose of refunding any Series of Bonds, or any Bonds within a Series, or for the purpose of refunding any Subordinate Debt by complying with the requirements described above.  In addition to, and notwithstanding the foregoing, the City may issue Additional Bonds for the purpose of refunding any Series of Bonds, or of Bonds within a Series, without the necessity of complying with the requirements described above, provided that prior to the issuance of such Bonds the Chief Financial Officer shall certify in writing that (i) the net proceeds from such Additional Bonds will be sufficient to cause the lien created by the Bond Resolution with respect to the Bonds to be refunded to be defeased, and (ii) the Bond Service Requirement with respect to such Additional Bonds in each Bond Year from and after the issuance thereof must be equal to or less than the Bond Service Requirement in each such Bond Year with respect to the Bonds being refunded.  In addition, prior to the issuance of such Bonds pursuant to the preceding sentence, there must be filed with the City Commission, an opinion of Bond Counsel, given in reliance on factual and financial certificates, to the effect that (i) upon the deposit of proceeds from the sale of such Additional Bonds in irrevocable escrow for the payment of the Bonds to be refunded, such Bonds will not be deemed outstanding for purposes of the Bond Resolution, and (ii) the issuance of such Additional Bonds and the use of the proceeds thereof as described above will not, in and of itself, have the effect of causing the interest on any Bond that is not a Taxable Bond then Outstanding under the Bond Resolution (including the Bonds to be refunded) to become included in gross income for federal income tax purposes.
Bonds issued pursuant to the terms and conditions described above will be deemed to be on a parity with all Bonds then Outstanding, and all of the covenants and other provisions of the Bond Resolution (except as otherwise expressly provided by the Bond Resolution) will be for the equal benefit, protection and security of the holders of any Bonds evidencing additional obligations subsequently created within the limitations of and in compliance with this section.  Bonds may be issued only for the purpose of financing one or more Projects, or for the purpose of refunding any obligations issued for such purpose or for any other lawful purpose of the City, including making a deposit to the Utility System funds of the City.
The Bond Resolution defines "Projects" to mean any one or more Gas Projects, Water Projects and Sewer Projects.

The Bond Resolution defines "Gas Projects" to mean the construction or acquisition of additions, extensions and improvements and repairs to and replacements of various components of the Gas System, as described from time to time by ordinance or resolution of the City, or the refunding of obligations issued or incurred for such purposes.

The Bond Resolution defines "Water Projects" to mean the construction or acquisition of additions, extensions and improvements and repairs to and replacements of various components of the Water System, as described from time to time by ordinance or resolution of the City, or the refunding of obligations issued or incurred for such purpose.

The Bond Resolution defines "Sewer Projects" to mean the construction or acquisition of additions, extensions and improvements and repairs to and replacements of various components of the Sewer System, as described from time to time by ordinance or resolution of the City, or the refunding of obligations issued or incurred for such purposes.

Qualified Swaps
The Bond Resolution provides that the City may, to the extent permitted pursuant to law, enter into one or more Qualified Swaps concurrently with the issuance of Additional Bonds, provided that the financial tests applicable for the issuance of Additional Bonds are complied with after applying the assumptions and provisions relating to Qualified Swaps set forth in the definition of Bond Service Requirement, applied as of the date the Qualified Swap is entered into.

In addition, the City may, to the extent permitted pursuant to law and upon receipt of a No Adverse Effect Opinion, enter into one or more Qualified Swaps with respect to Bonds previously issued and Outstanding; provided that, as estimated by the Chief Financial Officer, entering into such Qualified Swap would be permitted under the financial tests applicable to the issuance of Additional Bonds applying the assumptions and provisions relating to Qualified Swaps set forth in the definition of Bond Service Requirement.  

Unless otherwise agreed by a Qualified Swap Provider, Hedge Obligations under any Qualified Swap shall be on parity with payments on the Bonds for purposes of the Revenue and Operating Fund.  Hedge Charges under any Qualified Swap shall only be paid from the Revenue and Operating Fund as subordinate obligations, unless otherwise designated in a supplemental resolution or ordinance.  Neither Hedge Obligations nor Hedge Charges under any Qualified Swap shall be secured by funds on deposit in the Reserve Fund or funds on deposit in the Construction Fund.
The City has not entered into any Qualified Swaps as of the date of this Official Statement.
Separately Financed Projects

Pursuant to the Bond Resolution the City may issue bonds, notes, or other obligations or evidences of indebtedness, for any project authorized by the Act, or for financing or otherwise providing for any such project from other available funds (each such project being referred to as a "Separately Financed Project"), provided that the debt service on such bonds, notes, or other obligations or evidences of indebtedness, and the City's share of any operating expenses related to such Separately Financed Project, are payable solely from the revenues or other income derived from the ownership or operation of such Separately Financed Project, from other available funds of the City not constituting part of the Pledged Revenues or from other funds withdrawn by the City from the Revenue and Operating Fund permitted to be used for any lawful purpose.

On July 31, 2006 the City acquired the Plantation at Leesburg Limited Partnership (the "Plantation System").  The Plantation System was originally a Separately Financed Project under the Bond Resolution and therefore only net revenues of the Plantation System (and not the System) were pledged to the payment of principal of and interest on the obligations issued to finance the Plantation System (the "Plantation Acquisition Obligation").  The City refinanced the Plantation Acquisition Obligation with a portion of the proceeds of the Series 2010 Note, at which time the Plantation System became part of the System and thereafter the revenues and costs of operation and maintenance of the Plantation System became Gross Revenues and Costs of Operation and Maintenance of the System.
Other Covenants
The City has additionally covenanted in the Bond Resolution: (i) to maintain the System and all parts thereof in good condition and to operate the same in an efficient and economical manner, making such expenditures for such equipment, maintenance and repairs and for renewals and replacements thereof as may be proper for its economical operation and maintenance; (ii) before the first day of each Fiscal Year the City Commission must prepare, approve and adopt in the manner prescribed by law, a detailed budget of the Gross Revenues, Water Capacity Charges, Sewer Capacity Charges, Bond Service Requirement (including anticipated amortization of Designated Maturity Bonds and Commercial Paper Obligations) and Cost of Operation and Maintenance for the next succeeding Fiscal Year; (iii) to require that an annual audit of its accounts and records be completed within nine (9) months after the end of each Fiscal Year by an independent certified public accountant of recognized standing; (iv) not to mortgage, pledge or otherwise encumber the physical assets of the System and not to sell, lease or dispose of, any properties, parts or portions of the System except in accordance with the provisions of the Bond Resolution; (v) to carry adequate fire, windstorm and explosion insurance on the components of the System that are subject to loss through fire, windstorm or explosion; adequate public liability insurance; other insurance of the kinds and amounts normally carried in the operation of similar facilities and properties in the State; (vi) except as otherwise required by applicable law, not to render or cause to be rendered any free services of any nature by its System, nor to establish preferential rates for users of the same class; (vii) upon the failure of any user to pay for services rendered by the Water System or the Sewer System within 60 days, the City must, to the extent permitted by applicable law, shut off the connection of such user and must not furnish him or permit him to receive from the Water System or Sewer System, as the case may be, further service until all obligations owed by him to the City on account of services shall have been paid in full; (viii) to diligently enforce its right to receive the Gross Revenues and diligently enforce and collect the fees, rates, rentals and other charges for the use of the products, services and facilities of the System; and (ix) to the full extent permitted by law, not to grant, cause, consent to, or allow the granting of, any franchise or permit to any person for the furnishing and distribution of gas and water or the furnishing of sewer collection and treatment services to or within the boundaries of the City. 
Investment of Funds

Moneys held for the credit of each of the Funds and Accounts created by the Bond Resolution must be invested and reinvested by the City in Permitted Investments, either directly or through broker-dealer deposit agreements or a combination thereof.  Such investments or reinvestments must mature not later than the respective dates, as estimated by the City, that the moneys held for the credit of said funds or accounts will be needed for the purposes of such funds or accounts, but in no event will any of the investments of funds in an account in the Reserve Fund have a term to maturity exceeding the final maturity date of the Series of Bonds secured by such account.
Obligations so purchased as an investment of moneys in any such Fund or Account shall be deemed at all times to be a part of such Fund or Account, and must at all times, for the purposes of the Bond Resolution, be valued annually as of September 30 of each year at the market value thereof on the date of valuation, as determined by the City, exclusive of accrued interest.
Except as otherwise provided in the Bond Resolution, all income and profits derived from the investment of money in the Construction Fund, must be retained in such fund and used for the purposes specified for such fund.  Except as otherwise provided in the Bond Resolution, all income and profits derived from the investment of money in the Water Capacity Charge Fund and the Sewer Capacity Charge Fund must be retained in such funds and used for the purposes specified for such funds.  All income and profits derived from the investment of moneys in an account in the Reserve Fund must be retained therein until the amount in such account equals the applicable Reserve Requirement, and thereafter all remaining income and profits must be transferred upon receipt into the Revenue and Operating Fund.  Except as otherwise provided above, all income and profits derived from the investment of moneys in all other accounts or funds created by the Bond Resolution must be deposited upon receipt in the Revenue and Operating Fund.
Rights of a Bond Insurer
The Bond Resolution provides that in the event that a Credit Facility is in full force and effect and the provider of the Credit Facility is not insolvent and no default under the Credit Facility exists on the part of the provider of the Credit Facility, the provider of the Credit Facility, in place of the Registered Owners of such Bonds, will have the power and authority to give any consents and exercise any and all other rights that the Registered Owners of such Bonds insured by it would otherwise have the power and authority to make, give or exercise, including but not limited to, the exercise of remedies provided for in the Bond Resolution, and the giving of consents to supplemental resolutions when required by the Bond Resolution (exclusive of those matters reserved for Bondholders), and such consent will be deemed to constitute the consent of the Registered Owners of all of those Bonds which are secured by such Credit Facility.
DEBT SERVICE RESERVE FUND SURETY POLICY
There follows under this caption certain information concerning Assured Guaranty Municipal Corp. ("AGM" or the "Reserve Provider"), as the provider of the 2013 Reserve Product.  No representation is made by the City or the Underwriters as to the accuracy, completeness or adequacy of such information, nor as to the absence of material adverse changes in such information subsequent to the date of this Official Statement.  The City has not made any independent investigation of AGM or the 2013 Reserve Product, and reference is made to the information set forth below hereto for a description thereof.  A copy of the 2013 Reserve Product is available upon request as described under the caption "INTRODUCTION" herein.
The obligations of the Reserve Provider are contractual obligations and in an event of default by the Reserve Provider, the remedies available may be limited by applicable bankruptcy law or state law related to insolvency of insurance companies. 

Neither the City nor the Underwriters has made any independent investigation into the claims paying ability of the Reserve Provider and no assurance or representation regarding the financial strength or projected financial strength of the Reserve Provider is given.  See "Assured Guaranty Municipal Corp." below for information regarding the Reserve Provider, which includes further instructions for obtaining current financial information concerning the Reserve Provider. 

Assured Guaranty Municipal Corp. 

AGM is a New York domiciled financial guaranty insurance company and a wholly owned subsidiary of Assured Guaranty Municipal Holdings Inc. ("Holdings").  Holdings is an indirect subsidiary of Assured Guaranty Ltd. ("AGL"), a Bermuda-based holding company whose shares are publicly traded and are listed on the New York Stock Exchange under the symbol "AGO".  AGL, through its operating subsidiaries, provides credit enhancement products to the U.S. and global public finance, infrastructure and structured finance markets.  No shareholder of AGL, Holdings or AGM is liable for the obligations of AGM.

AGM’s financial strength is rated "AA-" (stable outlook) by Standard and Poor’s Ratings Services, a Standard & Poor’s Financial Services LLC business ("S&P") and "A2" (stable outlook) by Moody’s Investors Service, Inc. ("Moody’s"). An explanation of the significance of the above ratings may be obtained from the applicable rating agency.  The above ratings are not recommendations to buy, sell or hold any security, and such ratings are subject to revision or withdrawal at any time by the rating agencies, including withdrawal initiated at the request of AGM in its sole discretion.  In addition, the rating agencies may at any time change AGM’s long-term rating outlooks or place such ratings on a watch list for possible downgrade in the near term.  Any downward revision or withdrawal of any of the above ratings, the assignment of a negative outlook to such ratings or the placement of such ratings on a negative watch list may have an adverse effect on the market price of any security guaranteed by AGM.  AGM only guarantees scheduled principal and scheduled interest payments payable by the issuer of bonds insured by AGM on the date(s) when such amounts were initially scheduled to become due and payable (subject to and in accordance with the terms of the relevant insurance policy), and does not guarantee the market price or liquidity of the securities it insures, nor does it guarantee that the ratings on such securities will not be revised or withdrawn.

Current Financial Strength Ratings

On January 17, 2013, Moody’s issued a press release stating that it had downgraded AGM’s insurance financial strength rating to "A2" (stable outlook) from "Aa3."  AGM  can give no assurance as to any further ratings action that Moody’s may take.  Reference is made to the press release, a copy of which is available at www.moodys.com, for the complete text of Moody’s comments.  

On November 30, 2011, S&P published a Research Update in which it downgraded AGM’s financial strength rating from "AA+" to "AA-".  At the same time, S&P removed the financial strength rating from CreditWatch negative and changed the outlook to stable.  AGM can give no assurance as to any further ratings action that S&P may take.  Reference is made to the Research Update, a copy of which is available at www.standardandpoors.com, for the complete text of S&P’s comments.

For more information regarding AGM’s financial strength ratings and the risks relating thereto, see AGL’s Annual Report on Form 10-K for the fiscal year ended December 31, 2012.

Capitalization of AGM
At December 31, 2012, AGM’s consolidated policyholders’ surplus and contingency reserves were approximately $3,324,781,247 and its total net unearned premium reserve was approximately $2,090,197,521, in each case, in accordance with statutory accounting principles.

AGM’s statutory financial statements for the fiscal year ended December 31, 2012, which have been filed with the New York State Department of Financial Services and posted on AGL’s website at http://www.assuredguaranty.com, are incorporated by reference into this Official Statement and shall be deemed to be a part hereof.

Incorporation of Certain Documents by Reference

Portions of the following document filed by AGL with the Securities and Exchange Commission (the "SEC") that relate to AGM are incorporated by reference into this Official Statement and shall be deemed to be a part hereof:

(i) the Annual Report on Form 10-K for the fiscal year ended December 31, 2012 (filed by AGL with the SEC on March 1, 2013).

All information relating to AGM included in, or as exhibits to, documents filed by AGL pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as amended, after the filing of the last document referred to above and before the termination of the offering of the Series 2013 Bonds shall be deemed incorporated by reference into this Official Statement and to be a part hereof from the respective dates of filing such documents.  Copies of materials incorporated by reference are available over the internet at the SEC’s website at http://www.sec.gov, at AGL’s website at http://www.assuredguaranty.com, or will be provided upon request to Assured Guaranty Municipal Corp.:  31 West 52nd Street, New York, New York 10019, Attention:  Communications Department (telephone (212) 826-0100).

Any information regarding AGM included herein or included in a document incorporated by reference herein (collectively, the "AGM Information") shall be modified or superseded to the extent that any subsequently included AGM Information (either directly or through incorporation by reference) modifies or supersedes such previously included AGM Information.  Any AGM Information so modified or superseded shall not constitute a part of this Official Statement, except as so modified or superseded.
FEASIBILITY CONSULTANT'S REPORT
In connection with the proposed issuance of the Series 2013 Bonds, the City retained the Feasibility Consultant to prepare the Feasibility Consultant's Report presenting financial projections of operating results of the System and the anticipated ability of the System to meet the rate covenant requirements through the fiscal period ending September 30, 2018.  The forecast of operating results includes projections of the System's ability to meet the covenant requirements of the Bond Resolution.  Certain information in this Official Statement has been extracted from the report of the Feasibility Consultant in regard to the System, which report is included as APPENDIX B hereto.  Such report should be read in its entirety for more definitive and comprehensive information regarding the information contained under such headings.  PROSPECTIVE INVESTORS MUST REVIEW THE FEASIBILITY CONSULTANT'S REPORT IN ITS ENTIRETY, INCLUDING THE FINANCIAL FORECASTS RELATING TO THE SYSTEM INCLUDED THEREIN AND THE CONSIDERATIONS AND ASSUMPTIONS UPON WHICH THE PROJECTED OPERATING RESULTS ARE BASED, PRIOR TO MAKING AN INVESTMENT DECISION WITH RESPECT TO THE SERIES 2013 BONDS.

UTILITY SYSTEM MANAGEMENT
The operational responsibilities of the Gas System are vested in a Director of Gas and the operational responsibilities of the Water System and the Sewer System are vested in a Director of Public Works, each of whom report to the City Manager and carries out the policies established by the City Commission.  Jack Rogers is serving as the Director of Gas.  Ray Sharp, had served as the Public Works Director until January 2013 when, upon the resignation of the City Manager, he was appointed the Interim City Manager.  Currently D.C. Maudlin is serving as the Interim Director of Public Works while Mr. Sharp, is serving as Interim City Manager.   As of January 4, 2013, the Gas System, Water System and Sewer System had 20, 25 and 41 full time employees, respectively.  In addition to its direct employees, certain activities common to the City's other utility systems and general government operations, including meter reading, billing and bill collecting activities, employee relations, data processing, and portions of accounting and finance are performed by employees of other City departments.  The costs of these common services are allocated among the various entities, including the consolidated System that receives the benefits of such services.  For purposes of accounting and certain management activities, the City maintains separate systems that are independently financed by separate and distinct claims on each system's revenues.
Raymond Sharp - Interim City Manager
Mr. Sharp has been employed by the City since 2002.  Mr. Sharp has been serving as the Interim City Manager since January 2013.  Previously Mr. Sharp served as the Director of Public Works for the City.  Under Mr. Sharp's leadership, in his position as Director of Public Works, the City consolidated the Public Works and Environmental Services Departments into a single department.  Mr. Sharp has B.S. Degrees in Biology and Chemistry.  Mr. Sharp has worked within progressive public works, utility and municipal environments for more than 20 years.   Mr. Sharp has approximately 20 years of experience with the preparation and administration of multi-million dollar, multi-fund, multi-utility budgets.   Throughout this time, Mr. Sharp has been involved with utility rate and utility impact fee studies, procurement, contract administration and project management of various utility projects.  These range from construction of new water treatment facilities to expansion and rehab of existing water and wastewater treatment facilities, ranging in cost from one million dollars up to seventeen million dollars.   For many of these projects, he has been successful in obtaining outside financing through a combination of bond issues and grant opportunities.   
Mr. Sharp has implemented and completed a wide variety of utility master planning projects, ranging in scope from evaluation of existing City-wide systems to development of action plans for required capacity improvements to master planning major utility expansions for water, wastewater and reclaimed water to serve future growth.   He has been involved in three large-scale consumptive water use permit cycles.  Mr. Sharp has been involved in several long-term, large scale water supply and water quality planning efforts.   For more than four years, he participated as a member of a working group that included the Florida Department of Environmental Protection (the "DEP") and other local governments in the development of a Basin Management Action Plan for the Upper Ocklawaha River Basin that targets pollutant reduction to meet USEPA and DEP requirements for impaired water bodies that was finalized in August 2007.  

Jack Rogers - Director of Gas

Mr. Rogers has been employed by the City of Leesburg Natural Gas Department since 1979.  During his tenure with the Gas System, Mr. Rogers has performed nearly every field operational duty associated with gas distribution systems.  Additionally, he has been involved in preparing capital project estimates and annual operating budgets.  In 2000, Mr. Rogers became the Gas Superintendent and, as such, became responsible for the day to day operations of the Gas System.  As Superintendent, Mr. Rogers instituted a number of  changes with respect to service installation procedures, the work order system and division of labor which resulted in a more cost efficient operation as well as improving overall maintenance of the Gas System.  He has overseen a number of major utility relocations and system expansions and has provided or assisted with oversight and coordination of the City's automated meter reading program, joint trenching projects and a joint locating feasibility study.  In August of 2010, the utility locators for underground utilities from each utility were brought under the supervision of Mr. Rogers.  Efficiency gained through consolidation of duties allowed for elimination of one position through attrition.

In 2006, Mr. Rogers was named Director of Gas and the management of the Gas System was separated from the other utilities for the first time.  Mr. Rogers is a Certified Public Manager.  He serves on the board of directors with the Florida Natural Gas Association, is an alternate Board of Directors Member with Florida Gas Utilities and has served as past President and Vice President of the Florida Municipal Natural Gas Association.  Mr. Rogers was also appointed to a third term by the City Manager as a member of the City's Labor Management Committee.  He currently chairs this committee.  

D.C. Maudlin - Interim Director of Public Works
The Public Works Department oversees several enterprise fund activities including the Water and Sewer Systems.  Mr. Maudlin has a B.S. degree in Land Surveying and an M.S. degree with a concentration in civil engineering, both from Purdue University.  Mr. Maudlin worked in progressively more responsible positions in federal, state and municipal government throughout his 35+ years of public service.  He served 26 years as a commissioned officer in the US Army Corps of Engineers. During his military career he held various positions of increasing authority and responsibility, including several public works assignments and a tour as Deputy District Engineer, Charleston District, USACE.
Upon leaving the military Mr. Maudlin assumed duties as the Director of Public Works, Fulton County Georgia; a department with 480 employees and a $76 million annual operating budget.  His responsibilities at Fulton County included overseeing the water and wastewater utility, including the infrastructure capital improvement program of 40 projects valued at $257 million. Projects included expansion of the reuse distribution system, construction of a new wastewater treatment plant, and various other expansion/rehabilitation projects.  Mr. Maudlin also served as the Director of Public Works for Pompano Beach, Florida. Throughout his career Mr. Maudlin has been involved with procurement, contract administration and project management of various public sector infrastructure projects. The projects include wastewater treatment facilities, water distribution and wastewater collection upgrade projects.
Before coming to Leesburg in July of 2012, he was Deputy Director of the Construction Division of the Georgia State Financing and Investment Commission.  He was responsible for execution of Georgia’s $1.5 billion, bond funded, capital construction program. Mr. Maudlin has over 10 years experience with the preparation and administration of department budgets and capital project cost accounting and budget control.

GAS SYSTEM

General

The City owns, operates and maintains natural gas facilities located in the north central part of the State that encompasses approximately 88 square miles and that services an annual average of approximately 10,735 residential, commercial and industrial average customer accounts located in the corporate limits of the City, in the unincorporated area of Lake and Sumter Counties, including the Bassville Park/Haines Creek area to the east, the Coleman Federal Prison, a corridor along U.S. Highway 27 south of the City, and in the City of Fruitland Park, Florida ("Fruitland Park").  See the Feasibility Consultant's Report attached hereto as APPENDIX B for a map of the service area of the City's Gas System.
Pursuant to a franchise agreement between Fruitland Park and the City the City provides gas service to Fruitland Park.  The City terminated the agreement in accordance with its terms effective March 10, 2009.  The City is currently negotiating with Fruitland Park to secure a new franchise agreement and expects to continue to operate under the prior agreement until a new franchise agreement is entered into.  Under the previous agreement Fruitland Park had the right to purchase the City's Gas System facilities within Fruitland Park's corporate City limits after an initial period of twenty five years upon giving the City nine months notice of its intent to exercise its option to purchase the facilities and upon Fruitland Park and the City agreeing on a purchase price based on system appraisals.  At this time, Fruitland Park has not expressed an interest in acquiring the Gas System facilities located in Fruitland Park.
Under the terms of the previous franchise agreement with Fruitland Park, the City is to charge the same rates for service as it charges its other customers for similar service and must impose a franchise fee equal to eight percent of gross receipts, except that revenues received for municipal services shall be exempt.  These amounts are received by the System and are paid to Fruitland Park as an operating expense of the System.  During the Fiscal Year ended September 30, 2012, the City provided approximately 141,000 therms of gas to customers located in Fruitland Park, which represented less than 3% of total gas sold.  Fruitland Park, during Fiscal Year 2012, provided the City with approximately 640 customers and $200,900 of revenue.  The City collected $16,500 of franchise fees from customers and remitted the fees to Fruitland Park as an operating expense of the System.  
The City, pursuant to Ordinance No. 06-108 enacted by the City on November 13, 2006, requires that natural gas lines be installed in all new residential developments of more than five units.  Developers are required to ensure that not less than 80% of all units in the development are equipped with a natural gas water heater and natural gas furnace.  However, in determining whether gas main and service installations will be required, the City will determine in its discretion, if  a connection to the City's existing Gas System is reasonably available.

Gas System Facilities
The Gas System owns, operates and maintains a gas distribution plant, and general plant facilities and equipment.  The Gas System receives gas supply through two delivery points with Florida Gas Transmission Company ("FGT"), the Leesburg gate station located on Highway 44 east of 441 and the Leesburg Haines Creek gate station located northeast of the City.  Gas supply is measured, odorized and pressure regulated at each of the delivery points.  The flow of gas supply from the delivery points into the high pressure distribution system is monitored and controlled by the Gas System from the City's Operations Center.  
Based on reported information as of December 31, 2012, the distribution system consisted of approximately 240 miles of steel, coated, cathodically protected mains and 11,877 connection points.  The Gas System reports that there are no ductile iron, copper, iron or plastic mains or services in the distribution system.  The Gas System has rectifiers at four locations to cathodically protect the distribution mains and services.
The City has three facilities that are used to support the Gas System:  Finance, accounting, customer billing and bill collection activities are performed at City Hall; Gas Systems operations, maintenance, engineering, monitoring and administrative activities are performed at the City's Operations Center located at 306 South 6th Street.  Additional monitoring services, administrative activities and after hours dispatching are performed at the Municipal Operations Center located at 2010 Griffin Road.

The Gas System operates and maintains compressed natural gas facilities for the fueling of certain City vehicles.  At this time, compressed natural gas service is limited to City use.  The facilities are located and secured on City property.

Gas Supply

To meet the City's gas supply needs, on October 1, 2000, the City entered into an agreement with Florida Gas Utility ("FGU") for firm and interruptible gas supply and other gas services pursuant to which it purchases all of its natural gas.  FGU is a public body and joint action agency formed under Florida law and the City is a member of FGU.
The agreement has an unspecified term which is coterminous with any agreements with FGT or third parties or which may be terminated by either FGU or the City upon 180 days notice subject to certain provisions. The City has two transportation agreements with FGT.  These contracts have been assigned to FGU to facilitate day-to-day scheduling and management of the City's gas needs.  For the month ending January 31, 2013, the reported cost of gas, excluding transportation charges, was $3.73 per dekatherm.

Gas Transportation

The Gas System purchases firm transportation service from FGT pursuant to two contracts.  The first contract which commenced February 1, 2007, provides for a maximum annual contract quantity of 1,614,435 dekatherms to be delivered under FGT's rate schedule FTS-1.  This contract terminates on January 31, 2017.  The second contract, which terminates on May 31, 2023, provides for a maximum annual contract quantity of 182,500 dekatherms to be delivered under FGT's rate schedule FTS-2.
See the Feasibility Consultant's Report for historical and projected transportation statistics of the Gas System.

The rates for transportation service are subject to regulation by the Federal Energy Regulatory Commission ("FERC").  The reported cost of transportation service, including surcharges, during January 2013 for FGT was approximately $.4694 per dekatherm for FTS-1 service and $.7185 per dekatherm for FTS-2 service.  In addition to the cost for entitlements, the City is charged a usage charge for each dekatherm actually used. The rates were $.0259 per dekatherm for FTS-1 and $.0077 per dekatherm for FTS-2.  To the extent the cost of transporting gas on the FGT pipeline increases, such costs are permitted to be passed on to the City's Gas System customers through its rates for gas service.

During twelve months ended April 30, 2012, the system peak day demand of 9,322 dekatherms occurred on January 3, 2012, which day measured 22.5 heating degree days.
Regulation

The Gas System is subject to limited jurisdiction by both Federal and State regulatory bodies.  The Gas System is required to file certain information with the FERC which regulates the rates and tariffs of interstate pipeline companies.  In addition, the Gas System is subject to the National Pipeline Safety Act of 1968, which is administered in Florida by the Florida Public Service Commission (the "PSC") for the United States Department of Transportation.

According to the existing laws of the State, the rates, fees and charges for gas service are regulated by the City Commission.  The rates, fees, rentals and other charges established and collected by the City are not subject to approval, supervision, regulation or control of any bureau, board, commission or other like instrumentality of the State.  See "RATES - Proposed Rate Setting Legislation" herein for a discussion of pending legislation that could subject the rates and fees of the Gas System to PSC regulation.
Maintenance

Pursuant to the rules of the PSC, Chapter 25-12 of the Florida Administration Code, the PSC conducts an annual compliance evaluation to determine if the Gas System is operating in compliance with Federal and State requirements. As a part of its annual evaluation, the PSC may provide advisory information, may make recommendations or may issue notices of deficiency.

During the last three evaluations of the Gas System conducted by the PSC, it was reported that the Gas System has been found to be operating at an adequate level of compliance with the exception of one deficiency noted in the September 2011 evaluation.  The deficiency occurred as a result of severe lightning storms just prior to the annual evaluation, resulting in several low cathodic readings.  Prior to the storms, the readings were in compliance.  Immediate corrective actions were taken by the City and verified by the PSC.  The most recent annual evaluation was conducted by the PSC in September, 2012.  The system was found to be in compliance.  Over time, the PSC has made recommendations which were submitted to the City for consideration and remedial action.  The Gas System reports that it has taken action to implement such suggestions and to cure any perceived deficiencies.  As a part of the Gas System's operating practices, annual leak tests are performed.  Each year approximately 25% of the system is walked and tested for leaks.  The Gas System reports that when leaks are identified, corrective action is taken to repair the leak.
The staff of the Gas System is responsible for, among other things, the construction of new facilities and for the operation and maintenance of the gas distribution facilities.  General areas of responsibility of the staff in maintaining and operating the gas distribution facilities include (i) obtaining a reliable gas supply at a competitive price; (ii) dispatching and controlling the delivery of gas supply; (iii) observing above-ground facilities; (iv) monitoring and maintaining cathodic protection devices; (v) maintaining and updating system maps and records of valve locations; (vi) exercising valves to ensure operability; (vii) monitoring odorization devices; (viii) maintaining gate and regulating station sites, including equipment, painting, fencing and signage; (ix) reading, billing and collecting for service; (x) providing turn on and turn off services; and (xi) designing and constructing mains and extending distribution lines which are less than four inches.  Other responsibilities include the installation of new services and the maintenance of meters, regulators and other equipment.  Contractors are utilized to construct gas mains and service lines which are four inches or larger and to perform maintenance on odorization equipment.
WATER SYSTEM

General

The City owns, operates and maintains potable water facilities located in and about the corporate limits and encompasses approximately 30 square miles.  The Water System provides potable water, irrigation water and/or reuse water to approximately 20,092 average water accounts and 1,082 reuse water accounts.  In addition to the Water System, there are several private water utilities that provide potable water service to small residential developments in and about the City.  See the Feasibility Consultant's Report attached hereto as APPENDIX B for a map of the service area of the City's Water System.
The City has also implemented a reuse (reclaimed) water system providing service to various users south of the City.

Facilities

The City provides potable water supply in and about the City, including the municipal airport, and in and about three subdivisions known as "Highland Lakes," "Royal Highlands" and "Plantation at Leesburg" through five systems:  the Leesburg System, the Airport System, the Mall System, the Royal Highlands System, the Highland Lakes System and the Plantation System.  With the exception of the Royal Highlands System and the Plantation System, the three other systems are interconnected.

To provide water supply, the City has permits for 23 deep water wells, three of which have not been drilled and two are fire emergency only and are not connected to the system. The total production capacity is approximately 29 million gallons per day ("MGD").  Each well is equipped with a turbine pump driven by an electric motor and backup power.  Portable backup generators are also available.
The water distribution system consists of approximately 375 miles of pipe principally in the 2-inch to 16-inch range.  As described in the Feasibility Consultant's Report, for the Fiscal Years 2008 through 2012 the Water System has experienced unaccounted for or unbilled water of less than 5.00% Unbilled or unaccounted for water represents the difference between the finished water entering the water distribution system and the sales as metered at the customer’s premise.  Unbilled water is due to a variety of factors, including water used for line flushing, hydrant testing, fire fighting, construction water use, slow registering meters that understate use, and water losses (Water System leakage).  The Feasibility Consultant has determined that the unbilled water allowance is generally consistent with the percentage of unbilled water experienced by other Florida utilities.
Water storage is provided by three elevated steel storage tanks.  The elevated steel storage tank located at the Newell Hill/ Dixie Hwy intersection is scheduled for rehabilitation in the summer of 2013.  In addition to the elevated steel storage tanks, water storage is provided by five pre-stressed concrete ground storage tanks.  The city maintains 5.2 million gallons of storage capacity.
Pursuant to DEP requirements, the City has implemented a backflow prevention program.  To maximize the use of Water System facilities, the City has a Supervisory Control and Data Acquisition System ("SCADA") to monitor and control its storage tanks and wells.

The reported miles of potable water mains and lines and connections by system are shown in the table below:
	Water System

Water Mains and Lines

	System
	Miles of Water Mains & Lines
	Number of Water Meter Connections

	Leesburg System

	167
	             10,098

	East System

	89
	2,555

	Highland Lakes System

	45
	1,221

	Royal Highlands System

	45
	1,596

	Plantation System

	29
	2,855

	Total

	375
	18,325


Regulation

The Water System is regulated by the Florida Department of Environmental Protection (the "DEP") in the areas of environmental and public health matters and by the St. Johns River Water Management District (the "District") in matters pertaining to use and supply.  The City's wells vary in depth from approximately 250 feet to 1,000 feet and extend into the upper and lower Floridan Aquifer.  The Floridan Aquifer is a series of consolidated water-bearing strata which underlie the State of Florida and portions of the States of Georgia, Alabama and South Carolina.  The quantity of raw water drawn from the Floridan Aquifer by the City is regulated by the District.  The City's wells are governed by water use permits issued by the District which stipulate, among other things, the maximum annual and daily withdrawal from the wells.  The annual permitted rate of raw water withdrawal for Consumptive Use Permit No. 94 is 9.13 MGD and such permit expires on November 9, 2030.  In addition, on April 8, 2003, the District issued Consumptive User Permit No. 2718, for the Plantation WTP allowing withdrawal of 0.98 MGD for the Plantation System and which expires on August 13, 2022.  The average daily demand for calendar year 2012 was 6.9 MGD, leaving 2.23 MGD of the existing allocation available for growth demands.  The City has estimated that the 9.13 MGD is sufficient to meet the growth demands through 2030, based on current demand patterns and population projections.
The City produces public access quality reclaimed water from both of its WWTPs.  The projected total reclaimed water flow available in 2025 is estimated to be in excess of 3.0 MGD. 
In addition, the District has issued the City Consumptive Use Permit Number 87418 for the use of up to 44 million gallons per year (0.12 MGD) of ground water from the Floridan Aquifer for the irrigation of approximately 44.5 acres of recreational turf and landscape.  This permit expires on March 24, 2023.

To comply with other District requirements set forth in Permit Number 94, the City, among other things, has initiated District imposed limitations on landscape irrigation. 
All water facilities of the System are operating under currently valid DEP permits.
While the rates and fees established by the Water System are not currently subject to PSC jurisdiction, the District imposes conservation requirements through its permitting process which can affect water rate design.  Through the permitting process, the District has required the City to implement a reclaimed water system.  The implementation of a reclaimed water system can reduce sales of potable water.  In addition, State law limits the level of rates or surcharges that may be imposed by the City on service provided beyond the City's corporate limits.  Pursuant to Federal and DEP regulations, the City routinely monitors its water supply for contaminants and compliance with Federal and DEP allowable standards.  See "RATES - Proposed Rate Setting Legislation" herein for a discussion of pending legislation that could subject the rates and fees of the Water System to PSC regulation.
The City reports that the water withdrawn from the Floridan Aquifer is of good quality having no material amounts of color, odor, objectionable taste or excessive levels of contaminant.  Because of the good quality of the water drawn from the Floridan Aquifer, no centralized treatment facilities are required and only chlorination treatment is provided.  During 2012, the City reports that its water quality was in compliance with applicable Federal and DEP standards.
Maintenance
General areas of responsibility of the staff in maintaining and operating the Water System facilities include (i) obtaining a reliable water supply sufficient to meet consumption and fire flow requirements; (ii) treating water supply to standards established by the DEP; (iii) maintaining treatment, storage and delivery mains and meters; (iv) repairing leaks; (v) constructing minor line extensions; (vi) setting meters; and (vii) making "wet" taps.  Contractors and engineers are utilized to design and drill wells and to design and construct major mains and line extensions.

SEWER SYSTEM
General

The City's Sewer System (referred to as "Wastewater System" in APPENDIX B) collects, treats and disposes of treated wastewater for approximately 17,609 average wastewater accounts customers located in and about the City.  The service territory consists of approximately 26 square miles.  Treated effluent is applied to approximately 675 acres of land.  The City also operates a reclaimed water system whereby reclaimed water is made available to a limited number of residential and commercial customers.  In addition to the presence and use of septic tanks, there are several private sewer utilities that provide sewer service to predominantly residential developments in and about the City.  See the Feasibility Consultant's Report attached hereto as APPENDIX B for a map of the service area of the City's Sewer System.
Facilities

The Sewer System consists of collection mains, lift stations, pump stations, force mains, WWTPs and disposal facilities.  Treated effluent disposal is accomplished through wastewater reservoirs, spray fields, a reclaimed water system and the land application of biosolids.  Wastewater flows are diverted to either one of two WWTPs: Canal Street (North) Wastewater Treatment Plant (the "Canal Street WWTP") or the Turnpike (South) Wastewater Treatment Plant (the "Turnpike WWTP").  The Turnpike WWTP commenced operation in September 2000.  A small portion of the residents of the City utilize septic tanks and receive only water service.
The Canal Street WWTP is comprised of influent screening, grit removal, influent pumping, extended aeration activated sludge treatment, final clarification, disinfection, on-site effluent storage, and aerobic digestion of sludge.  The Canal Street WWTP has a permitted capacity of 3.5 MGD based on an annual average daily flow.  The City operates the Canal Street WWTP pursuant to the Domestic Wastewater Facility Permit, No. FL0105066, which was renewed on January 24, 2011 by the DEP and will expire on January 23, 2016.

Domestic Wastewater Facility Permit, No. FLA105066 includes the 0.57 MGD surface water discharge of effluent collected from the North and South Spray Fields to the Okahumpka Swamp and land application of 6.5 MGD annual average daily flow of effluent.  The spray field irrigation system includes north and south reservoirs for wastewater effluent storage and various pumping facilities.  The   North Spray Field has a total wetted area of approximately 320 acres and a permitted capacity of 3.5 MGD.  The South Spray Field has a total wetted area of approximately 355 acres and a permitted capacity of 3.0 MGD.  The North Spray Field and the South Spray Field are permitted to receive flow from the City's two WWTPs.
With the completion of the Turnpike WWTP, a portion of the wastewater flows from the Canal Street WWTP has been permanently diverted to the new Turnpike WWTP.  The Turnpike WWTP consists of influent screening, grit removal aeration of settling tanks, filtration chlorination and aerobic digestion.  The Turnpike WWTP has a permitted capacity of 4.5 MGD based on an annual average daily flow.  The City operates the Turnpike WWTP pursuant to the Domestic Wastewater Facility Permit, No. FLA105147, which was renewed on March 30, 2009 by the DEP and will expire on March 29, 2014.  Domestic Wastewater Facility Permit, No. FLA105147 also permits reuse discharge of 2.67 MGD annual average daily flow.

During calendar year ended December 31, 2012, the average day flow was 2.9 MGD, leaving approximately 5.1 MGD of uncommitted or reserve capacity. The City's Canal Street Plant is permitted for 3.5 MGD and the Turnpike WWTP is permitted for 4.5 MGD giving a total capacity of 8.0 MGD.  The City's internal projections indicate that the City has sufficient permitted capacity to provide service for future growth of the Sewer System.   
The permits for the Canal Street WWTP and the Turnpike WWTP include an "Agricultural Use Plan" which allows the land application of biosolids.  Class B biosolids from the WWTPs are applied to approximately 340 acres of land in six different locations.

The City has 174 lift/pump stations and force mains to convey sewage to the wastewater plants.  The City has a mix of stations ranging from those with submersible type pumps and older stations with centrifugal dry pit pumps.  The majority of the lift stations have separate valve boxes to facilitate maintenance.  Systematic ongoing rehabilitation of the Sewer System includes the continued installation of SCADA equipment and telemetry and the rehabilitation and replacement of various stations.  The City regularly performs maintenance on the lift stations and force mains.

The sewer collection system consists of 169 miles of gravity sewers and 81 miles of force sewers.  The sewer collection system for the older parts of the City is comprised of vitrified clay pipe. The new portions of the collection system are comprised of ductile iron and polyvinyl chloride (PVC) pipe.  The City has implemented an infiltration and inflow repair program to reduce miscellaneous non sewage flows into the wastewater collection system.  The inflow and infiltration program includes ongoing cleaning of lines, TV inspection of lines, smoke testing and pipeline repair.  Additionally, the City performs manhole rehabilitation and lift station rehabilitation.

Regulation

The Sewer System is regulated by the DEP in the areas of environmental and public health matters.  The rates and fees established by the Sewer System are not currently subject to PSC jurisdiction.  In addition, State law limits the level of rates or surcharges that may be imposed by the City on service provided beyond the City's corporate limits.
See "RATES - Proposed Rate Setting Legislation" herein for a discussion of pending legislation that could subject the rates and fees of the Sewer System to PSC Regulation.

All sewer facilities of the System are operating under currently valid DEP permits.
The City reports there are no outstanding consent orders with the DEP.
Numeric Nutrient Criteria.

On November 14, 2010, the United States Environmental Protection Agency (the "USEPA") signed the "Final Water Quality Standards for the State of Florida's Lakes and Flowing Waters."  The final standards set numeric limits or criteria (the "numeric nutrients criteria") on the amount of nutrient pollution allowed in Florida's lakes, rivers, streams, and springs.  The USEPA agreed however, that if Florida promulgated its own rules which are then approved by the USEPA, it would withdraw the federal numeric nutrient criteria for waters covered by the state version.  The USEPA established an effective date for lakes and springs regulations to June 2012.  However, on February 18, 2012, the U.S. District Court issued an order remanding portions of the rule back to USEPA.  In the meantime, the State of Florida adopted its own numeric nutrient criteria which were presented to the USEPA for review and approval in lieu of USEPA's current adopted standards.  In November 2012, the USEPA approved the State of Florida's numeric nutrient criteria pertaining to streams, spring vents, lakes, and south Florida estuaries in lieu of USEPA's proposed standards.  Under a consent decree that resulted from the settlement of a lawsuit, USEPA also proposed two federal rules establishing nutrient limits for Florida water bodies not covered by the State of Florida rules.  One federal rule serves to clarify some provisions in the 2010 rule EPA promulgated establishing numeric limits on the amount of nutrient pollution allowed in Florida’s inland waters. The other proposes numeric limits on the amount of nutrient pollution allowed in Florida’s estuaries and coastal waters, as well as in flowing waters in South Florida.  At this time, the only numeric nutrient criteria rules that have taken full effect are the estuaries located in south Florida. The effective dates of the remainder of the Florida and EPA rules vary.
When effective, the various newly adopted numeric nutrient criteria could result in costs related to compliance for industrial and municipal wastewater dischargers.  The City does not however believe that the State of Florida numeric criteria rules approved by the USEPA will have a material adverse affect on the operation of the Sewer System.
Like other Florida utilities affected by these criteria, the future financial condition of the System could be affected adversely by, among other things, legislation, environmental and other regulatory actions promulgated by applicable federal, state and local governmental agencies.  Future changes to new or existing regulations may substantially increase the cost of water wastewater, and/or reuse service by requiring changes in the design or operation of existing or new facilities. The City cannot predict future policies such agencies may adopt.
Maintenance

General areas of responsibility of the staff in maintaining and operating the Sewer System facilities include (i) maintaining the sewage collection system; (ii) receiving wastewater for treatment from independent wastewater haulers; (iii) operating and maintaining the treatment facilities to ensure that wastewater is treated to standards established by the DEP; (iv) disposing of sludge and treated effluent; (v) constructing minor line extensions; and (vi) repairing lift stations.  Contractors and engineers are utilized to design and construct major treatment facilities, force sewers and major collectors and interceptors.  Contractors are also utilized to perform taps on force sewers and to rehabilitate manholes. 
RATES
The existing rates for the Water System, Sewer System and Gas System have been established on the basis of periodic rate studies that have been authorized by the City.  All Water System, Sewer System and Gas System rates, except for the effects of automatic pass-through rate components, are adjusted annually on October 1 according to the percentage increase or decrease in the gross domestic product implicit price deflator index, in accordance with Section 22-166 of the City Code of Ordinances.  This adjustment is automatic and does not require adoption of any ordinance or resolution by the City Commission. In addition to rates for water, sewer and gas service, and in keeping with usual utility practice, the City has established various fees and charges for miscellaneous customer-requested services which vary according to type and size of customer and type of utility service.  These miscellaneous service charges include tapping fees, charges for initiation of service, re-establishment of service, and charges for strong wastes discharged into the Sewer System.
As permitted by State law, and pursuant to the City Code, the City applies a surcharge of twenty 25% to the water and sewer rates for service provided beyond the City's corporate limits.  For all gas deliveries made beyond the City's corporate limits, the City applies a 10% surcharge to its gas rates and charges.  Governmental entities and political subdivisions, agencies, boards, commissions and instrumentalities thereof and bona fide churches and religious organizations, providing such utility service is used exclusively for such church and religious organization purposes, are exempt from the surcharge.  

Gas System

The Gas System provides sales service and transport service to its large industrial customers.  The rates for sales service provided inside the City's corporate limits include a monthly availability charge and a volumetric charge based on metered volumes.  Pursuant to the City's sales service rates, changes in the cost of gas supply are passed on to customers through increases or decreases in the volumetric charge.
Pursuant to the City's sales service rates, changes in the cost of gas supply are passed on to customers through increases or decreases in the volumetric charge as a "pass through."  For the Fiscal Years 2007 through 2012, the operating revenues for the City increased/ (decreased) substantially, due in part, to customer growth and rate adjustments.  However, the single largest impact on total operating revenues has historically been the result of the increases/(decreases) in the purchased natural gas.  The City then passed through those purchased natural gas costs directly to the Gas System's retail customers by way of the volumetric charge on their bills.
See the Feasibility Consultant's Report attached as APPENDIX B hereto for a summary of existing rates and charges for the Gas System.
Water and Sewer User Rates

The rates for service provided inside the City limits for sewer service include a monthly availability charge that varies by type of customer and volumetric charges that are applied to metered water usage. To recognize that a portion of residential water usage does not enter the Sewer System, the monthly volumetric quantities of metered water usage are "capped" at 1,500 cubic feet.

Water charges are billed monthly at approximately 30-day intervals. The retail water and irrigation rates for the System's customers consist of (1) a billing and availability charge which varies by customer class, and (2) a volumetric charge based on one hundred cubic feet.  Sewer customers are billed according to their respective class and monthly water usage.  The city also charges a 25% surcharge on those customers taking water and sewer service outside the City's current incorporated limits.  Special adjustments are recognized for customers with master meters.

The following table presents City's retail water and sewer rates currently in effect. These rates do not reflect the 25% surcharge applicable to service provided beyond the City's corporate limits.

See the Feasibility Consultant's Report attached as APPENDIX B hereto for a summary of existing rates and charges of the Water System and Sewer System rates.

Proposed Rate Setting Legislation

According to the existing laws of the State, the rates, fees and charges for gas service are regulated by the City Commission.  The rates, fees, rentals and other charges established and collected by the City for the System are currently not directly subject to approval, supervision, regulation or control of any bureau, board, commission or other like instrumentality of the State, including the PSC.  In the 2013 legislative session for the State of Florida, House Bill No. 733 was entered, which if enacted as proposed on the date of this Official Statement would among other things, (a) amend the definition of "public utility" in Section 366.02, Florida Statutes to include a municipality that supplies electricity or gas outside of its incorporated limits, including selling electricity or gas to other municipalities or providing electricity or gas directly to customers in unincorporated areas, and (b) to amend Section 367.022, Florida Statutes to remove the exemption from regulation by the PSC for any municipality that sells water or wastewater utility services, directly or indirectly, outside of its incorporated limits, including selling utility services to other municipalities or providing utility services directly to customers in unincorporated areas of a county.  Currently, the System provides gas, water and wastewater services to other municipalities and directly to customers outside of its incorporated limits, and therefore if enacted, as currently proposed, the rates of the System could be subject to approval by the PSC.  The City is unable to determine at this time, what effect, if any, such regulations would have on the System. [Review status of bill before posting POS]
Water and Sewer Capacity Charges
The City utilizes an impact fee to collect from new connections to the Water System and the Sewer System (referred to herein as Water Capacity Charges and Sewer Capacity Charges), a portion of the identifiable growth-related costs for which such new connections are responsible, thereby reducing or deferring rate adjustments. In keeping with industry standards in Florida and PSC-recognized practices, the impact fee varies directly with the type and end use of the service.  In general, these are one time charges implemented as a means to recover, in whole or in part, the costs associated with capital improvements made by the City.  As such, the purpose of impact fees is to pay or reimburse an equitable share of the capital costs related to the construction, expansion or equipping of excess or unused capacity of the Water System and the Sewer System in order to serve new customers.  The City has developed a schedule of impact fees for various types of residential dwelling and various types of commercial establishments.
Under Florida law, impact fees (such as the Water Capacity Charges and Sewer Capacity Charges) may be validly imposed against new connections in order to fund capital improvements that are needed to serve new connections or for debt service for bonds or other obligations issued for such purposes and, therefore, can be applied only to pay for that portion of the debt service related to bonds issued to finance expansion of the Water System or Sewer System for which such impact fee applies.  Such lawfully available impact fees must be placed in separate accounts and such amounts and investment earnings may be used only for the capital improvements or debt service attributable to expansion or over-sizing of the Water System or Sewer System through construction or acquisition.  Impact fee revenues can fluctuate with the amount of new construction which occurs within the City's service area.  Therefore, no assurances can be made that such revenues will not decrease or be eliminated altogether in the event that new construction, for whatever reason, might decrease or cease altogether within the City's service area.

The Water Expansion Project Percentage and Sewer Expansion Project Percentage for each of the Outstanding Bonds are summarized below:

	Bonds
	Water Expansion Project Percentage
	Wastewater Expansion Project Percentage

	Refunded Bonds*
	36.08%
	45.16%

	Series 2007A Bonds
	26.30%
	6.47%

	Series 2007B Bonds
	0.00%
	0.00%

	Series 2010 Bonds
	0.00%
	0.00%

	Series 2013 Bonds*
	36.08%
	45.16%

	__________

*
The Refunded Bonds are anticipated to be refunded in connection with the issuance of the Series 2013 Bonds.  Therefore, the Water Expansion Project Percentage and Sewer Expansion Project Percentage are the same for both series of Bonds.


On May 10, 2010, the City enacted Ordinance No. 10-42, which waived Capacity Charges for a period of one year for up to $100,000 per project, and the waiver was extended to May 10, 2013 pursuant to Ordinance No. 12-38 adopted on May 29, 2012.  If the total Capacity Charges due on a single project are in excess of $100,000 the developer of the project is required to pay the amount of the Capacity Charges which exceed $100,000 and such amount is allocated among the water, sewer and municipal services impact fee categories, ratably according to the percentage of the total impact fees which would have been paid on the project but for the suspension.  The suspension on Capacity Charges may be extended indefinitely by the City.
The following tables compare the City's current charges for gas service, water service and sewer service with those charged by neighboring utilities. Except as indicated, the amounts shown exclude franchise fees, public service taxes (municipal utility taxes) and surcharges.
	Comparison of Typical Monthly
Residential Utility Charges for Gas Service(1)

	
	Monthly Usage of

	
	14 Therms(2)

	City of Leesburg
	

	Existing Rates
	$24.15 

	
	

	Surveyed Florida Utilities
	

	Municipalities
	

	City of Clearwater
	$31.84

	Gainesville Regional Utility
	22.46

	Pensacola Energy(3)
	43.86

	City of Sunrise(3)
	35.85

	City of Tallahassee(3)
	25.79

	
	

	Regulated Natural Gas Companies
	

	Florida City Gas
	24.55

	Peoples Gas System (division of Tampa Electric Company) 
	26.82

	St. Joe Natural Gas Company
	30.56

	
	

	Surveyed Florida Utilities Average
	$30.22

	__________
(1)
Amounts based on rate survey of eight Florida utility systems as shown on Table 1 at the end of Feasibility Consultant's Report.  Unless otherwise noted, amounts are exclusive of franchise fees or taxes, if applicable.

(2)
The average monthly gas consumption of a residential customer in the System is approximately 14 therms.

(3)
Utility bills for natural gas on a per hundred-cubic-feet (ccf) basis.  For comparison purposes, one (1) therm and one (1) ccf of natural gas were assumed to be equivalent.  (This is a common assumption utilized by gas companies.)


	Comparison of Typical Monthly
Commercial Utility Charges for Gas Service(1)

	
	Monthly Usage of

	
	577 Therms(2)

	City of Leesburg
	

	Existing Rates
	$691.77 

	
	

	Surveyed Florida Utilities
	

	Municipalities
	

	Gainesville Regional Utility
	$855.88

	Gainesville Regional Utility
	492.85

	Pensacola Energy(3)
	1,451.37

	City of Sunrise(3)
	889.06

	City of Tallahassee(3)
	571.47

	
	

	Regulated Natural Gas Companies
	

	Florida City Gas
	654.53

	Peoples Gas System (division of Tampa Electric Company) 
	676.39

	St. Joe Natural Gas Company
	591.12

	
	

	Surveyed Florida Utilities Average
	$772.83

	__________
(1)
Amounts based on rate survey of seven Florida utility systems as shown on Table 2 at the end of the Feasibility Consultant's Report.  Unless otherwise noted, amounts are exclusive of franchise fees or taxes, if applicable.

(2)
The average monthly gas consumption of a commercial customer in the System is approximately 577 therms.

(3)
Utility bills for natural gas on a per hundred-cubic-feet (ccf) basis.  For comparison purposes, one (1) therm and one (1) ccf of natural gas were assumed to be equivalent.  (According to the Feasibility Consultant's Report, this is a common assumption utilized by gas companies.)
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	Comparison of Typical Monthly Residential Utility 
Charges for Water and Wastewater Service(1)

	
	5/8-inch or 3/4-inch Meter
@ 6,000 Gallons(2)
	

	
	Water
	Wastewater
	Total

	City of Leesburg
	
	
	

	Existing Rates
	$14.09
	$31.04 
	$45.13 

	
	
	
	

	Surveyed Florida Utilities
	
	
	

	City of Altamonte Springs
	$18.97
	$27.34
	$46.31

	City of Casselberry 
	16.53
	45.15
	61.68

	City of Clermont
	12.08
	26.11
	38.19

	City of Eustis
	20.74
	38.85
	59.59

	City of Inverness
	20.15
	39.62
	59.77

	City of Lake Mary
	9.90
	29.84
	39.74

	City of Longwood 
	14.70
	24.83
	39.53

	City of Maitland
	13.39
	38.14
	51.53

	City of Mount Dora
	11.89
	41.49
	53.38

	City of Ocala
	14.98
	39.81
	54.78

	City of Ocoee
	16.70
	33.78
	50.48

	Orange County 
	13.93
	36.07
	50.00

	City of Orlando / O.U.C.
	12.63
	41.59
	54.22

	City of Oviedo(3)
	18.55
	44.68
	63.23

	Polk County(3)
	20.46
	68.06
	88.52

	City of St. Cloud
	19.79
	40.69
	60.48

	City of Sanford(3)
	19.01
	41.10
	60.11

	Seminole County
	17.80
	44.31
	62.11

	Toho Water Authority (Kissimmee System)
	12.59
	34.31
	46.90

	Volusia County – Softened(3)
	34.28
	43.25
	77.53

	Volusia County – Unsoftened(3)
	24.04
	43.25
	67.29

	
	
	
	

	Surveyed Florida Utilities Average
	$17.29
	$39.16
	$56.45

	__________
(1)
Amounts based on rate survey of 21 neighboring utility systems as shown on Tables 3, 5 and 7 at the end of the Feasibility Consultant's Report.  Unless otherwise noted, amounts are exclusive of outside-municipality surcharges, water restriction surcharges, franchise fees, or taxes, if applicable.

(2)
The average monthly consumption of a residential customer in the System is approximately 8 ccf or 6,000 gallons.

(3)
Utility is currently involved in a rate study, is planning to conduct a rate study, or expects to implement a rate revision within the next twelve months.
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	Comparison of Typical Monthly Commercial
Utility Charges for Water and Wastewater Service(1)

	
	2-inch Meter
@ 20,000 Gallons(2)
	

	
	Water
	Wastewater
	Total

	City of Leesburg
	
	
	

	Existing Rates
	$39.17
	$173.11
	$212.27

	
	
	
	

	Surveyed Florida Utilities
	
	
	

	City of Altamonte Springs
	$61.94
	$97.89
	$159.83

	City of Casselberry 
	71.07
	190.35
	261.42

	City of Clermont
	30.78
	155.18
	185.96

	City of Eustis
	56.84
	102.20
	159.04

	City of Inverness
	105.82
	222.12
	327.94

	City of Lake Mary
	54.50
	123.50
	178.00

	City of Longwood 
	80.50
	394.60
	475.10

	City of Maitland
	57.64
	187.49
	245.13

	City of Mount Dora
	36.80
	90.98
	127.78

	City of Ocala
	141.39
	426.66
	568.05

	City of Ocoee
	111.02
	197.67
	308.69

	Orange County 
	58.78
	171.84
	230.62

	City of Orlando / O.U.C.
	52.57
	130.54
	183.11

	City of Oviedo(3)
	133.83
	248.24
	382.07

	Polk County(3)
	114.70
	379.80
	494.50

	City of St. Cloud
	112.58
	170.86
	283.44

	City of Sanford(3)
	93.82
	191.37
	285.19

	Seminole County
	114.40
	235.20
	349.60

	Toho Water Authority (Kissimmee System)
	53.16
	178.10
	231.26

	Volusia County – Softened(3)
	185.91
	233.37
	419.28

	Volusia County – Unsoftened(3)
	146.11
	233.37
	379.48

	
	
	
	

	Surveyed Florida Utilities Average
	$89.25
	$207.68
	$296.93

	__________
(1)
Amounts based on rate survey of 21 neighboring utility systems as shown on Tables 4, 6 and 8 at the end of the Feasibility Consultant's Report.  Unless otherwise noted, amounts are exclusive of outside-municipality surcharges, water restriction surcharges, franchise fees, or taxes, if applicable.

(2)
The average monthly consumption of a commercial customer in the System is approximately 27 ccf or 20,000 gallons.

(3)
Utility is currently involved in a rate study, is planning to conduct a rate study, or expects to implement a rate revision within the next twelve months.


 [REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
Ten Largest Customers

Ten Largest Gas System Customers

For the Gas System, the ten largest customers accounted for approximately 49% of the Gas System's total gas sales and approximately 36% of the Gas System's total charges for service, shown as follows
	Ten Largest Gas System Customers for Fiscal Year Ended September 30, 2012 
(Based on Gas Charges for Service)

	Gas Customer
	Estimated Annual

Gas Purchased

(therms)
	Percentage

of Total

Gas Sales
	Annual Gas Charges for Service*
	Percent of

Total

Gas Charges for Service

	Federal Correctional Complex 
	834,204
	16.08%
	$831,805
	12.32%

	Leesburg Regional Medical Center 
	783,521
	15.10%
	783,948
	11.61%

	Cutrale Citrus Juices USA, Inc.
	139,360
	2.69%
	271,934
	4.03%

	D.A.B. Constructors, Inc. 
	423,685
	8.17%
	176,477
	2.61%

	Lake County Board of County Commissioners
	120,275
	2.32%
	119,732
	1.77%

	Lifestream Behavioral Center
	74,127
	1.43%
	74,636
	1.11%

	Lake Harris Health Systems LLC
	70,928
	1.37%
	71,237
	1.05%

	Lakes at Leesburg
	36,478
	0.70%
	37,223
	0.55%

	Beyers, Roger A.
	32,632
	0.63%
	32,712
	0.48%

	Colored Aggregate Systems
	     29,150
	0.56%
	        28,259
	0.42%

	 
	
	
	
	

	Total Ten Largest Users 
	2,544,360
	49.04%
	$2,427,964
	35.95%

	
	
	
	
	

	All Other Gas System Users
	2,644,247
	50.96%
	$4,325,314
	64.05%

	
	
	
	
	

	Total Fiscal Year 2012 Gas System – All Users
	5,188,607
	100.00%
	$6,753,278
	100.00%

	__________

*
Amounts shown reflect only revenues derived from the monthly user charges for gas service (i.e., does not include miscellaneous revenue such as late payment fees, etc).  
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Ten Largest Water System Customers

With respect to the Water System, the ten largest customers accounted for approximately 7% of the Water System's total water sales (ccf) and approximately 4% of the Water System's total charges for service, shown as follows:
	Ten Largest Water System Customers for Fiscal Year Ended September 30, 2012
(Based on Water Charges for Service)

	Water Customer
	Estimated Annual

Water Purchased

(ccf)
	Percentage

of Total

Water Sales
	Annual Water Charges for Service*
	Percent of

Total

Water Charges for Service

	Leesburg Regional Medical Center 
	106,621
	3.32%
	$89,196
	1.28%

	Lake Harris Health Systems LLC 
	24,290
	0.76%
	64,870
	0.93%

	Coachwood Colony MHP LLC
	16,818
	0.52%
	18,909
	0.27%

	Community Housing Partners 
	15,550
	0.48%
	17,678
	0.25%

	Kurtell Growth Industries LTD 
	15,486
	0.48%
	16,806
	0.24%

	Macerich EQ LTD Partnership
	12,669
	0.39%
	14,409
	0.21%

	Range Properties LLC
	7,448
	0.23%
	14,287
	0.20%

	Maronda Homes, Inc.
	10,743
	0.33%
	12,271
	0.18%

	Sleepy Hollow Phase II
	6,930
	0.22%
	11,654
	0.17%

	City of Leesburg
	     9,208
	0.29%
	        10,588
	0.15%

	 
	
	
	
	

	Total Ten Largest Users 
	225,763
	7.03%
	$270,668
	3.87%

	
	
	
	
	

	All Other Water System Users
	2,984,268
	92.97%
	$6,718,400
	96.13%

	
	
	
	
	

	Total Fiscal Year 2012 Water System – All Users
	3,210,031
	100.00%
	$6,989,068
	100.00%

	__________

*
Amounts shown reflect only revenues derived from the monthly user charges for water service (i.e., does not include miscellaneous revenue such as meter installation fees, late payment fees, etc).  
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Ten Largest Sewer System Customers
For the Wastewater System, the ten largest customers accounted for approximately 9% of the Wastewater System's total billed flow (ccf) and approximately 5% of the Wastewater System's total charges for service, shown as follows:

	Ten Largest Wastewater System Customers for Fiscal Year Ended September 30, 2012 
(Based on Wastewater Charges for Service)

	Water Customer
	Estimated Annual

Billed Wastewater Usage

(ccf)
	Percentage

of Total

Billed Wastewater Usage
	Annual Wastewater Charges for Service*
	Percentage

of Total

Billed 

Wastewater 

Usage

	Leesburg Regional Medical Center
	106,621
	5.36%
	$179,169
	1.90%

	Lake Harris Health Systems LLC 
	24,290
	1.22%
	143,998
	1.52%

	Beacon College 
	5,759
	0.29%
	27,498
	0.29%

	Cutrale Citrus Juices USA, Inc. 
	5,347
	0.27%
	24,441
	0.26%

	Community Housing Partners
	5,328
	0.27%
	24,351
	0.26%

	Lifestream Behavioral Center
	6,172
	0.31%
	22,766
	0.24%

	Coachwood Colony MHP LLC 
	16,818
	0.84%
	21,559
	0.23%

	Blueberry Hill Apartments LTD
	5,812
	0.29%
	21,445
	0.23%

	Lake Sumter Community College
	5,719
	0.29%
	21,051
	0.22%

	Sun Management 2011 LLC
	     5,001
	0.25%
	        20,705
	0.22%

	 
	
	
	
	

	Total Ten Largest Users 
	186,867
	9.39%
	$506,983
	5.36%

	
	
	
	
	

	All Other Wastewater System Users
	1,803,979
	90.61%
	$8,943,673
	94.64%

	
	
	
	
	

	Total Fiscal Year 2012 Wastewater System – All Users
	1,990,846
	100.00%
	$9,450,656
	100.00%

	__________

*
Amounts shown reflect only revenues derived from the monthly user charges for wastewater service (i.e., does not include miscellaneous revenue such as late payment fees, etc).  
	


FUND BALANCE POLICY

To facilitate cash management, to provide a basis for cash reserves, and to provide for the use of surplus funds, the City Commission adopted three policies that address:  (i) transfers from its enterprise funds, including, but not limited to, the Gas System, the Water System, the Sewer System and the Electric System; (ii) the establishment of a retained earnings policy; and (iii) transfers from the enterprise funds for the purpose of financing general government special projects.  The fund balance policies are internal policies of the City adopted by ordinance and may be waived or amended in the sole discretion of the City.
The first policy limits the amount of the annual operating transfer from the various enterprise funds to the City's General Fund to an amount not to exceed 10% of the estimated operating revenues included in the budget for each enterprise fund.  The policy also provides that such an operating transfer may not be made if such transfer is projected to result in a net loss after the making of such operating transfer.  In addition to the forgoing limitations, the operating transfers appropriated from all of the various enterprise funds to the general fund in any Fiscal Year is limited to the amount necessary to balance the general fund budget, including the replenishment of the minimum balance of cash reserves in the general fund as required elsewhere.
The second policy (the "Reserve Policy") was adopted to increase the City's financial stability by establishing cash balance ranges for selected funds.  The Reserve Policy provides that this will ensure that the City maintains a prudent level of financial resources to protect against reducing service levels or raising taxes and fees because of temporary shortfalls or unexpected one-time expenditures.  The City has created minimum acceptable levels of unrestricted operating cash specifically set aside and classified in a separate cash reserve account as defined in the Reserve Policy, for among others, each of the enterprise funds for the following utility services:  electric, gas, sanitation services, communication services, water and wastewater.  The policy provides that for Water System and Sewer System there will be created a reservation of cash equal to 25% of the current Fiscal Year budget for that fund.  For the Gas System the minimum cash balance level is determined based on the following formula:  total revenues - (cost of purchased gas + operating transfers to the General Fund + cost of surcharge transfers) / 365 days x 90 days.  This reserve requirement is in addition to reserves for debt service, and for the renewal and replacement of long lived assets.  The Reserve Policy also provides for the application of funds if it is determined that there is a surplus (which is defined as the amount of cash that exceeds 115% of the minimum acceptable level of Cash Reserve) for the following purposes, eliminate shortfalls within any fund of the City, for renewal and replacement, reduction of debt, one time capital needs or for deposit to a utilities rate stabilization fund or another respective fund to account to avoid raising taxes, fees or rates related to the fund in subsequent years.  If there is a shortfall at any fiscal quarter end (an amount below the minimum level of the fund balance range for any fund), the fund balance reserve deficit is to be rebuilt by (a) distribution of surplus from other related funds with the General Fund, or respective Utility Enterprise Fund or (b) an appropriation during the next available budget amendment time period or the annual budget process until the required fund balance has been reached.  If the preceding clause (b) is financially infeasible, a written plan must be provided to the City Commission within 90 days following identification of the deficit by the City Manager for approval by the City Commission to restore the fund balance to an amount within the range within a maximum 24-month time frame.
The third policy limits the amount of funds that may be used by the City from each of the various enterprise funds for the purpose of making non-reoccurring transfers to fund the costs associated with non enterprise fund expenditures.  In general, the policy provides that the amount available within each of the enterprise funds for the purpose of making a transfer to fund the costs associated with non-enterprise expenditures is determined based on (a) the financial impact on the contributing fund, (b) surplus cash as described above reflecting the results of the transfer on the transferring fund for the next five years, taking into account the results of operations, and projected results of operations including cash requirements of the capital improvement plan and all available funding resources, and (c) a contingency for emergencies, amounts not presently established, over and above the current reserve policy.  
Historical and projected transfer amounts from the System to the City's General Fund can be found in "HISTORICAL OPERATING RESULTS AND DEBT SERVICE COVERAGE" and "PROJECTED OPERATING RESULTS AND DEBT SERVICE COVERAGE," respectively.

CAPITAL IMPROVEMENT PLAN
Each year the City develops and approves a ten-year capital improvement plan (the "Capital Improvement Plan").  The program for the first year is approved as the capital budget and the remaining Fiscal Years provide a forecast of the planned capital needs.  The capital improvements are planned to provide for the addition of new customers, for the systematic renewal and replacement of facilities and for improvements in the overall efficiency of operating the System.  Shown below for the Gas System, Water System and Sewer System, respectively, is a summary of the System Capital Improvement Plan as adjusted for known changes.  As reflected in the Feasibility Consultant's Report attached as Exhibit B, the Capital Improvement Plan is anticipated to be financed through rate revenues, renewal and replacement fund deposits funded with rate revenues, customer contributions in aid of construction are anticipated to fund a portion of the cost of new meters, gas mains, regulators and services, and remaining proceeds from the Series 2007A Bonds.
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	Estimated Capital Improvements Program

	Projects
	Total Fiscal Years 
2013 - 2018

	
	

	Gas System
	

	Mains
	$2,187,541

	Meters
	1,085,190

	Services
	260,999

	Regulators
	178,662

	Tools and Equipment
	100,000

	General Plant
	50,000

	Farm Taps / Industrial
	35,071

	Gate Stations
	          25,000

	Total Gas Projects
	$3,922,463

	
	

	Water System
	

	Plantation Upgrade
	$3,246,638

	Mains
	1,989,069

	Sodium Hypochlorite Improvements
	1,500,000

	System-Wide Improvements
	533,000

	Well Rehabilitation
	443,017

	Reuse Mains
	440,000

	Potable Water Plants, Pumping and Storage Rehabilitation
	390,000

	Elevated Tank Inspection and Rehabilitation 
	225,250

	Reuse Plant Rehabilitation
	150,000

	Tools and Equipment
	131,450

	Plantation Feasibility Study
	50,000

	SCADA – PSI Monitoring
	        17,500

	Total Water Projects
	$9,115,924

	
	

	Wastewater System
	

	Treatment Plant Projects
	$738,000

	Lift Station Rehabilitation
	514,708

	Inflow and Infiltration
	470,000

	Instrumentation and Control
	470,000

	Perkins to Griffin Line Rehabilitation
	458,797

	Manhole Rehabilitation / Line Repairs
	441,570

	Liners Rehabs
	331,563

	Disinfection Conversion
	330,000

	Other Equipment
	310,100

	Lift Station Control Panels
	300,000

	Decant Upgrade
	287,500

	Reuse Pump Station Rehabilitation
	275,000

	Emergency Generators
	105,000

	Sampling Equipment / IPP
	100,000

	Bentley Road Force Main
	47,245

	Effluent / TSS Filter / Rehab / Sand
	45,000

	Sodium Hypochlorite Tank
	       35,125

	Total Wastewater Projects
	$5,259,608

	
	

	TOTAL GAS, WATER AND WASTEWATER PROJECTS
	$18,297,995
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HISTORICAL OPERATING RESULTS AND DEBT SERVICE COVERAGE
The historical operating results for the System by individual utility for each of the five Fiscal Years ended September 30, 2008 through 2012 are shown in the table below.  See the Feasibility Consultant's Report for a description of the assumptions used in preparing the report.

	Summary of Historical System Operating Results and Debt Service Coverage(1)

	
	Historical Fiscal Year Ended September 30,

	
	2008
	2009
	2010
	2011
	2012

	Gross Revenues:
	
	
	
	
	

	Charges for Service(2)
	$26,154,903
	$24,066,482
	$25,174,210
	$25,032,631
	$23,193,001

	Other Operating Revenues(3)
	542,010
	488,526
	478,701
	500,488
	464,662

	Unrestricted Interest Income(4)
	249,581
	130,133
	(41,177)
	122,386
	15,795

	Total Gross Revenues 
	$26,946,494
	$24,685,141
	$25,611,734
	$25,655,504
	$23,673,458

	
	
	
	
	
	

	Cost of Operation and Maintenance(5)
	$19,022,708
	$16,634,389
	$16,585,850
	$15,651,085
	$14,382,429

	Net Revenues Available for Debt Service
	$7,923,786
	$8,050,752
	$9,025,884
	$10,004,419
	$9,291,029

	
	
	
	
	
	

	Available Capacity Charges(6)
	$623,754
	$588,259
	$440,533
	$118,323
	$55,023

	
	
	
	
	
	

	Net Revenues and Available Capacity Charges (Pledged Revenues)
	$8,547,540
	$8,639,011
	$9,466,417
	$10,122,743
	$9,346,052

	
	
	
	
	
	

	TEST A(7)
	
	
	
	
	

	Net Revenues Available for Debt Service
	$7,923,786
	$8,050,752
	$9,025,884
	$10,004,419
	$9,291,029

	Total Bond Service Requirement on Outstanding Bonds(8)
	$2,330,882
	$3,196,288
	$3,338,614
	$3,314,378
	$3,319,493

	Calculated Coverage (115% Required)
	340%
	252%
	270%
	302%
	280%

	-OR-
	
	
	
	
	

	TEST B(7)
	
	
	
	
	

	Debt Service Coverage – Test (B)(i)(7)
	
	
	
	
	

	Net Revenues Available for Debt Service
	$7,923,786
	$8,050,752
	$9,025,884
	$10,004,419
	$9,291,029

	Total Bond Service Requirement on Outstanding Bonds(8)
	$2,330,882
	$3,196,288
	$3,338,614
	$3,314,378
	$3,319,493

	Calculated Coverage (100% Required)
	340%
	252%
	270%
	302%
	280%

	-AND-
	
	
	
	
	

	Debt Service Coverage – Test (B)(ii)(7)
	
	
	
	
	

	Net Revenues and Available Capacity Charges

(Pledged Revenues) 
	$8,547,540
	$8,639,011
	$9,466,417
	$10,122,743
	$9,346,052

	Total Bond Service Requirement on Outstanding Bonds(8)
	$2,330,882
	$3,196,288
	$3,338,614
	$3,314,378
	$3,319,493

	Calculated Coverage (125% Required)
	367%
	270%
	284%
	305%
	282%

	
	
	
	
	
	

	Required Transfers(9)
	$0
	$0
	$0
	$0
	$0

	Other Transfers(10)
	$2,908,549
	$2,835,908
	$2,571,628
	$3,066,299
	$2,700,078

	Amounts Available for Other System Purposes After Payment of Bond Service Requirement and Transfers(11)
	
	
	
	
	

	Available Revenues Only 
	$2,684,355
	$2,018,556
	$3,115,642
	$3,623,743
	$3,271,459

	Available Revenues and Capacity Charges
	$3,308,109
	$2,606,816
	$3,556,175
	$3,742,066
	$3,326,482

	

	__________

(1)
Amounts shown are derived from Table 15 of the Feasibility Consultant's Report and are based on information in the Comprehensive Annual Financial Report ("CAFR") for each respective Fiscal Year and other financial information provided by the City.  Numbers may not add due to rounding.

(2)
Amounts shown include rate revenues derived from the historical application of an annual inflationary index and with respect to rates for the Gas System, periodic purchased gas adjustments.

(3)
Amounts shown include late payment fees and other miscellaneous revenues.

(4)
Amounts shown include all interest income reported in the CAFR for each respective Fiscal Year that is considered to be component of Gross Revenues in accordance with the Bond Resolution.

(5)
Amounts shown do not include depreciation or amortization expenses pursuant to the Bond Resolution.

(6)
See "RATES - Water and Sewer Capacity Charges" herein.

(7)
See "SOURCES OF AND SECURITY FOR PAYMENT OF THE SERIES 2013 BONDS - Rate Covenant" herein.

(8)
The Outstanding Bonds include all Bonds issued pursuant to the Bond Resolution (on parity) that were outstanding during each respective Fiscal Year.

(9)
No deposits were required to be made to the Reserve Fund since such fund is either fully funded from the proceeds of such Bonds or secured by a Reserve Product and therefore no additional transfers would be required.

(10)
Amounts reflect transfers to City’s General Fund.  See "FUND BALANCE POLICY" herein.
(11)
Represents amounts available for other System purposes including the funding of capital improvements and working capital.


PROJECTED OPERATING RESULTS AND DEBT SERVICE COVERAGE

The information in the following table sets forth projected Net Revenues, projected Capacity Charges and other Pledged Revenues of the System for the six year period commencing October 1, 2012 and ending September 30, 2018 (the "Forecast Period") and the coverage provided by Pledged Revenues of debt service on the Series 2013 Bonds and the Parity Bonds, for such time period.  The projections of Net Revenues, Capacity Charges and Pledged Revenues for the City's Fiscal Years 2013 through 2018 were prepared by Public Resource Management Group, Inc., the City's Feasibility Consultant.  The projections are based on certain assumptions and estimates and as set forth in the Feasibility Consultant's Report attached hereto as APPENDIX B.  No representation is made that any of the assumptions or estimates are valid or that any of such projections will be realized.  Among the assumptions made by the Feasibility Consultant is that the rate increases reflected in the Feasibility Consultant's Report attached hereto as APPENDIX B will be implemented by the City in accordance with the annual rate index adopted by the City.  While the Feasibility Consultant believes its assumptions are reasonable, said assumptions are dependent on future events and actual conditions may differ from those assumed.  To the extent that actual conditions differ from those assumed by the Feasibility Consultant, the actual operating results of the System will vary from the projection set forth below.  There can be no assurance that the projections set forth below will be realized.  For additional information, see APPENDIX B hereto.  The Feasibility Consultant’s Report should be carefully reviewed in its entirety.
	Summary of Projected System Operating Results and Debt Service Coverage(1)

	
	Projected Fiscal Year Ending September 30,

	
	2013
	2014
	2015
	2016
	2017
	2018

	Gross Revenues:
	
	
	
	
	
	

	Charges for Service(2)
	$24,395,567
	$24,979,487
	$25,634,391
	$26,329,280
	$27,049,046
	$27,805,724

	Other Operating Revenues(3)
	439,704
	439,704
	439,704
	439,704
	439,704
	439,704

	Unrestricted Interest Income (4)
	21,449
	55,271
	110,175
	107,042
	159,760
	160,668

	Total Gross Revenues
	$25,317,874
	$25,969,437
	$26,734,149
	$27,422,773
	$28,247,974
	$29,006,467

	
	
	
	
	
	
	

	Cost of Operation and Maintenance (5)
	$15,673,258
	$16,296,344
	$16,952,693
	$17,635,389
	$18,350,243
	$19,109,730

	
	
	
	
	
	
	

	Net Revenues Available for Debt Service
	$9,644,616
	$9,673,092
	$9,781,456
	$9,787,385
	$9,897,731
	$9,896,738

	
	
	
	
	
	
	

	Available Capacity Charges(6)
	$262
	$655
	$1,314
	$1,321
	$1,991
	$2,006

	
	
	
	
	
	
	

	Net Revenues and Available Capacity Charges (Pledged Revenues) 
	$9,644,878
	$9,673,748
	$9,782,770
	$9,788,705
	$9,899,722
	$9,898,743

	
	
	
	
	
	
	

	TEST A(7)
	
	
	
	
	
	

	Net Revenues Available for Debt Service
	$9,644,616
	$9,673,092
	$9,781,456
	$9,787,385
	$9,897,731
	$9,896,738

	Total Bond Service Requirement on Outstanding Bonds(8)
	$2,442,703
	$3,653,491
	$3,652,604
	$3,657,751
	$3,660,579
	$3,657,956

	Calculated Coverage (115% Required)
	395%
	265%
	268%
	268%
	270%
	271%

	
	
	
	
	
	
	

	-OR-
	
	
	
	
	
	

	
	
	
	
	
	
	

	TEST B(7)
	
	
	
	
	
	

	Debt Service Coverage – Test (B)(i)(7)
	
	
	
	
	
	

	Net Revenues Available for Debt Service
	$9,644,616
	$9,673,092
	$9,781,456
	$9,787,385
	$9,897,731
	$9,896,738

	Total Bond Service Requirement on Outstanding Bonds(8)
	$2,442,703
	$3,653,491
	$3,652,604
	$3,657,751
	$3,660,579
	$3,657,956

	Calculated Coverage (100% Required)
	395%
	265%
	268%
	268%
	270%
	271%

	
	
	
	
	
	
	

	-AND-
	
	
	
	
	
	

	
	
	
	
	
	
	

	Debt Service Coverage – Test (B)(ii)(7)
	
	
	
	
	
	

	Net Revenues and Available Capacity Charges (Pledged Revenues) 
	$9,644,878
	$9,673,748
	$9,782,770
	$9,788,705
	$9,899,722
	$9,898,743

	Total Bond Service Requirement on Outstanding Bonds(8)
	$2,442,703
	$3,653,491
	$3,652,604
	$3,657,751
	$3,660,579
	$3,657,956

	Calculated Coverage (125% Required)
	395%
	265%
	268%
	268%
	270%
	271%

	
	
	
	
	
	
	

	Required Transfers(9)
	$0
	$0
	$0
	$0
	$0
	$0

	Other Transfers(10)
	$4,091,162
	$3,674,865
	$3,745,272
	$3,819,973
	$3,897,388
	$3,012,104

	
	
	
	
	
	
	

	Amounts Available for Other City Purposes After Payment of Bond Service Requirement and Required Transfers(11)
	
	
	
	
	
	

	Available Revenues Only 
	$3,110,751
	$2,344,736
	$2,383,580
	$2,309,660
	$2,339,764
	$3,226,677

	Available Revenues and Capacity Charges
	$3,111,013
	$2,345,391
	$2,384,894
	$2,310,981
	$2,341,755
	$3,228,683

	Footnotes on following page.

Footnotes continued
	
	
	
	
	
	

	__________

(1)
Amounts shown are derived from Table 16 of the Feasibility Consultant's Report.  Numbers may not add due to rounding.

(2)
Amounts shown include additional rate revenues derived from the application of an annual inflationary index and, with respect to rates for the Gas System, periodic purchased gas adjustments.

(3)
Amounts shown include meter connection fees, late payment fees and other miscellaneous revenues.

(4)
Amounts shown do not include interest income earned on balances in the Construction Funds related to the Bonds and Capacity Charge funds, if any, which are restricted to such accounts pursuant to the Bond Resolution.

(5)
Amounts shown do not include depreciation or amortization expenses pursuant to the Bond Resolution.

(6)
See "Rates - Water and Sewer Capacity Charges" herein.

(7)
See "SOURCES OF AND SECURITY FOR PAYMENT OF THE SERIES 2013 BONDS - Rate Covenant" herein.

(8)
The Outstanding Bonds include all Bonds issued pursuant to the Bond Resolution (on parity) that were outstanding during each respective Fiscal Year.

(9)
No deposits are required to be made to the Reserve Fund since such fund is either fully funded from the proceeds of such Bonds or secured by a Reserve Product and therefore no additional transfers would be required.  

(10)
Represents transfers to the City's General Fund that are policy decisions of the City. See "FUND BALANCE POLICY" herein.
(11)
Represents amounts available for other System purposes including the funding of capital improvements and working capital.


CONCLUSIONS OF FEASIBILITY CONSULTANT
The Feasibility Consultant concludes in its report attached as APPENDIX B hereto that based upon the assumptions and considerations set forth in its report and upon its analyses and studies as summarized or referred to in its report, which report should be read in its entirety in conjunction with the following, it is of the opinion that:
1. The projected growth in customers and usage of the System and the corresponding revenues derived from the application of the existing and proposed rates applied to such customers and usage represent reasonable and attainable projections for the purposes of the Feasibility Consultant's Report.

2. The projections of the Cost of Operation and Maintenance represent reasonable projections for the purposes of the Feasibility Consultant's Report.  Such projections were based on historical trends in costs, discussions with the City staff, and the Feasibility Consultant's understanding of the capital program and additional expenses to be incurred.

3. The existing rates for gas, water and wastewater service are competitive when compared to charges for similar services provided by other Florida utilities.  The anticipated rate adjustments as represented in the Feasibility Consultant's Report, which are based on the application of an inflationary index and, with respect to rates for the Gas System, periodic purchased gas adjustments, are not expected by the City to negatively affect the customer growth or sales (billed gas, water and wastewater use or flow) assumed for the Forecast Period.

4. The existing Water and Wastewater Capacity Charges are competitive with those charged by other Florida utilities.  As discussed in the Official Statement and the Feasibility Consultant's Report, these charges have been currently suspended by the City subject to certain limitations.  See "RATES  - Water and Sewer Capacity Charges" herein.
5. The System Gross Revenues for the Forecast Period, assuming implementation of the recognized rate adjustments, should be sufficient to pay all projected Costs of Operations and Maintenance of the System, pay the estimated Bond Service Requirement on all Outstanding Bonds, and make all additional deposits as required by the Bond Resolution.
6. The projected debt service coverage of the System as presented in the Feasibility Consultant's Report is projected to be in compliance with the Rate Covenant contained in the Bond Resolution.
INVESTMENT CONSIDERATIONS

The purchase of the Series 2013 Bonds involves a degree of risk, as is the case with all investments.  Factors that could affect the City's ability to perform its obligations under the Bond Resolution, including the timely payment of principal of and interest on the Series 2013 Bonds, including, without limitation, the following:

1.
The System may need additional repairs and improvements beyond those projected by the Feasibility Consultant.  The City did not engage a separate independent consulting engineer in the review of the System.  The cost of additional repairs would have to be financed either through additional payments from the revenues of the System or the issuance of Additional Bonds or Subordinate Debt.  Either of these alternatives could potentially require an increase in the rates, fees and charges of the System.

2.
There is no assurance that permits for operation of major components of the System will be renewed or can be renewed without the expenditure of moneys from the System or the issuance of Additional Bonds or Subordinate Debt.  Further, there is no assurance that the requirements for renewal of the permits will remain the same prior to the time that renewal is required; a change in requirements could require additional expenditures for improvements.

3.
The projections made by the Feasibility Consultant included herein and as set forth in APPENDIX B hereto, are based on assumptions, the failure of any of which could result in those projections being greater or less than the forecast, possibly resulting in the Net Revenues of the System being less than projected.

4.
The estimate of future revenues and expenses, and the realization of such estimates, are subject to, among other things, the capabilities of the management of the City and the System and future economic and other conditions which are unpredictable and which may affect Net Revenues and Capacity Charges, and, in turn, the payment of principal of and interest and premiums on the Series 2013 Bonds.

5.
The future financial condition of the System could be affected adversely by, among other things, legislation, environmental and other regulatory actions, changes in demand for services, demographic changes and litigation.  Some of the possible changes in the future may include, but not be limited to, the following:

(a)
The System's wastewater treatment, potable water production, sludge disposal/reuse and gas facilities are subject to regulation and control by numerous federal, state and local governmental agencies.  Neither the City nor the Feasibility Consultant can predict future policies such agencies may adopt.  Future changes could result in the City having to discontinue operations at certain facilities or to make significant capital expenditures;

(b)
The City's capital improvement construction cost projections are based in part on preliminary design estimates for work for which construction bids have not yet been received.  Unforeseen events could result in increases in construction costs and delays in completion of construction.  Increased costs could have an adverse effect on the City's ability to complete construction within the projected costs, and delays in completion could adversely affect the City's ability to generate sufficient Net Revenues to meet its obligations under the Bond Resolution; and

(c)
The possible investment earnings and accumulation of certain fund balances that have been estimated are based on assumed earnings rates.  While these assumptions are believed to be reasonable, there is no assurance that such rates will be available in the future nor is there any assurance that the potential accumulations shown will actually be realized.

6.
The environmental aspects of the Water System are regulated by (a) the U.S. Environmental Protection Agency; (b) DEP under Chapter 403, Florida Statutes, and the rules and regulations promulgated by DEP; (c) the District; and, (d) the Army Corps of Engineers.  DEP is principal regulator of water and wastewater utilities in Florida.  The District regulates water withdrawals for potable water providers such as the City.  The City is subject to federal and state water treatment and wastewater disposal requirements which, among other things, limit raw water withdrawals, control contaminants in finished water, limit discharges of pollutants into surface and ground waters, regulate the quality of effluent discharged from sewage treatment facilities, and limit the nature of waste materials discharged into the collection facilities.  The City is also subject to federal, state and local waste disposal requirements, which control the means of disposal solids generated by sewage treatment plants.  There are no assurances that these agencies will not increase their present environmental or other regulatory standards.  Environmental requirements in general are becoming more stringent, and further or new requirements may substantially increase the cost of water or sewer service by requiring changes in the design or operation of existing or new facilities.  Future changes in policy could result in discontinued operation, reduced capacity of the Water System and/or Sewer System, additional operations or capital expenditures, or a reduction in the revenue received by the City.  Further, while the City undertakes to operate the Water System and Sewer System in a professional manner and in compliance with all regulatory requirements, there is no assurance that the Water System and Sewer System facilities now or in the future will always be maintained in compliance with current or future regulatory requirements.  Failure to comply with those requirements could result in enforcement action against those facilities not in compliance which, under Federal and Florida law, can include the imposition of civil and criminal penalties.
7.
Pursuant to provisions of the Public Health Security and Bioterrorism Preparedness and Response Act of 2002 (the "2002 Act"), community water systems such as the Water System were required to conduct an assessment of the vulnerability to a terrorist attack or other intentional acts intended to substantially disrupt the ability of the System to provide a safe and reliable supply of drinking water.  Although the City has stated that the Water System is in compliance with the requirements of the 2002 Act, and other such laws, but there can be no assurance that a terrorist attack, or other act, might not have the effect of disrupting the City's ability to provide a safe and reliable supply of drinking water.

8.
The City is in Florida, an area subject to tropical storms and hurricanes.  If such a storm were to move through the service area of the System, the System and customer homes and businesses may experience substantial damage and a resulting interruption in service.  Such events may materially adversely affect the City's ability to provide service, collect System revenue and experience continued customer growth.  The City has taken steps to mitigate the impact of such storms which include implementation of a hurricane preparedness plan and securing insurance coverage where available.
Prospective purchasers of the Series 2013 Bonds should review carefully the provisions of the Bond Resolution attached as APPENDIX D hereto, and the Feasibility Consultant's Report attached as APPENDIX B all of which are included in, or as appendices to, this Official Statement.
PENSION AND OTHER POST EMPLOYMENT BENEFITS
Pension

The City maintains three separate single-employer pension plans, a supplemental one for police officers ("MPRP") and one for firemen ("MFRP"), and a general employees' retirement plan that covers substantially all other full-time City employees, including police officers ("GERP").  A portion of the costs of GERP is attributable to the Gas System, Water System and Sewer System.

The City froze its General Employees' Pension Fund for GERP as of September 30, 2008.  City contributions to GERP will continue until such time as the pension obligation is fully funded.  As of October 1, 2012, the most recent actuarial date, the GERP was funded at 80.30%.  The GERP is a 100% employer contributory defined benefit plan and covers all full time employees, except firemen.  In the place of the GERP, the City implemented a Defined Contribution Plan 401(a) through the International City/County Management Association-Retirement Corporation (ICMA-RC).  

The remaining two pension trust funds are the Municipal Police Officers' Retirement Trust Fund and the Municipal Firemen's Retirement Trust Fund which hold in trust the funds for the MPRP and MFRP, respectively.  The MPRP covers sworn police officers (other police department employees are covered in the GERP).  The fire employees make a 6.5% contribution and the police officers contribute 7.65% to their respective plans, and the State contributes funds collected from insurance premium excise taxes.  The sworn police officers are also participants in the Defined Contribution Plan.  

All investments are managed by outside fund managers.

An independent actuary engaged by the pension board calculates the amount of the annual contribution the City must make to the pension plan to ensure that the plan will be able to fully meet its obligations to retired employees on a timely basis.  As a matter of policy, the City relies upon projections provided by an independent actuary to determine the appropriate level of funding for the Police, Fire and General Employee Pension Plans.  The annual budget includes the contributions necessary to keep the respective plans actuarially sound and in compliance with applicable laws, rules or regulations. 

The most recent actuarial valuation date for each of the pension plans was October 1, 2012.  The funded status and funding progress of each of such plans is presented below:

	
	GERP
	MPRP
	MFRP

	Actuarial Value of Assets
	$31,172,936
	$13,985,699
	$13,027,576

	Actuarial Accrued Liability
	$38,821,147
	$14,793,748
	$14,866,354

	Unfunded (Overfunded) Status (UAAL)
	$7,648,211
	$808,049
	$1,838,778

	Funded Status
	80.30%
	94.54%
	87.63%

	Annual Covered Payroll
	$12,742,737
	$3,621,679
	$3,004,257

	UAAL as Percent of Payroll
	60.02%
	22.31%
	61.21%


The City's annual pension cost and net pension obligation to each of the pension plans for the October 1, 2012 valuation date were as follows:

	
	GERP
	MPRP
	MFRP

	Annual Required Contribution (ARC)
	$986,422
	$490,400
	$933,554

	Interest on Net Pension Obligation (NPO)
	$28,709
	$(13,873)
	$(65,386)

	Adjustment to Annual Contribution
	$(51,876)
	$20,578
	$90,666

	Annual Pension Cost
	$963,255
	$497,105
	$958,834

	Adjustment to Net Pension Obligation (NPO)
	
	-
	-

	Contributions Made
	$(525,643)
	$(490,400)
	$(933,554)

	Increase/Decrease in NPO
	$437,612
	$6,705
	$25,280

	Net Pension Obligation (Asset), Beginning of Year
	$382,785
	$(175,613)
	$(843,685)

	Net Pension Obligation (Asset), End of Year
	$820,397
	$(168,908)
	$(818,405)


The following table shows the schedule of funding progress of the GERP for the past five actuarial valuations:

	Actuarial Valuation Date
	Actuarial Value of Assets
(a)
	Actuarial Accrued Liability (AAL)

Entry Age

(b)
	Unfunded AAL

(UAAL)
(b-a)
	Funded Ratio
(a/b)
	Covered Payroll
(c)
	UAAL as a Percentage of Payroll
((b-a))/c)

	10/01/2012
	$31,172,936
	$38,821,147
	$7,648,211
	80.30%
	$12,742,737
	60.02%

	10/01/2011
	$30,735,796
	$37,570,673
	$6,834,877
	81.81%
	$13,550,400
	50.44%

	10/01/2010
	$32,543,273
	$36,539,202
	$3,995,930
	89.06%
	$14,349,754
	27.85%

	10/01/2009
	$33,138,960
	$36,090,413
	$2,951,453
	91.82%
	$15,069,783
	19.59%

	10/01/2008
	$33,832,920
	$35,542,768
	$1,709,848
	95.19%
	$16,547,145
	10.33%


See Note 12 to the audited basic financial statements of the City attached as APPENDIX C hereto for a summary of the actuarial methods and assumptions and additional information on the GERP, MPRP and MFRP.

Other Post Employment Benefits

The City of Leesburg also provides postretirement healthcare benefits ("OPEB") for retirees with at least 15 years of continuous service.  Employees retiring before age fifty-five may remain in the City's OPEB plan and pay all premium costs.  Employees who retire between the ages of fifty-five and fifty-eight and continue health coverage will become eligible for employer subsidized premiums at age fifty-eight.  Employees retiring on or after attaining age fifty-eight with at least fifteen years of services remain in the plan will all employee premiums paid by the City up to a maximum of $400 per month with the retiree paying the cost of the premium over such amount.  This explicit subsidy is available only for retiree coverage and is not available in whole or in part as an explicit subsidy for spouse or dependent coverage.

The City is required by Section 112.0801, Florida Statutes to charge active and retired employees the same premium for OPEB.  Because the true cost of health insurance provided to retired employees is generally significantly higher than that for active employees, the City, as required by Florida law, is providing an indirect subsidy to the retired employees (the "Implicit Subsidy").

Like most governments, the City historically funded the OPEB plan on a pay-as-you-go basis as a current operating expense, and reflects the expense on its financial statements in the Fiscal Year in which payments are made.  However, effective for the Fiscal Year Ended September 30, 2010, the City implemented Statement No. 45, Accounting and Reporting for Post Employment Benefits Other than Pensions ("GASB 45").  Under GASB 45, certain local governments who provide other (than pension) post employment benefits ("OPEB"), which include retiree health insurance, are required to show all or a portion of the liabilities associated with their OPEB plans on their financial statements and whether, and to what extent, progress is being made in funding those liabilities.  GASB 45 does not require that the annual required contribution as determined by the plans actuary, be paid or that the plan be fully or partially funded, only that the government account for its unfunded actuarial accrued liability and its compliance in paying its annual required contribution.

A portion of the OPEB plan liabilities are allocable to the Gas System, Water System and Wastewater System.

The City has not established a separate trust fund through which benefits under the OPEB Plan are paid and has not currently accumulated or earmarked any funds for this purpose.  All approved benefits are paid from the City's legally available funds when due.  The historical Actuarial Accrued Liability, the funded ratio and the Unfunded Actuarial Accrued Liability ("UAAL") as a percentage of payroll are as follows:

	Actuarial Valuation Date
	Actuarial Value of Assets
	Actuarial Accrued Liability
	(Overfunded) Accrued Liability (UAAL)
	Funded Ratio
	Annual Covered Payroll
	UAAL as a Percentage of Payroll

	10/1/2011
	$    -   
	$26,411,922
	$26,411,922
	0.0%
	$18,187,292
	145.2%

	10/1/2010
	$    -   
	$24,870,238
	$24,870,238
	0.0%
	$18,187,292
	136.7%

	10/1/2009
	$    -   
	$25,901,949
	$25,901,949
	0.0%
	$19,957,715
	129.8%

	10/1/2008
	$    -   
	$25,901,949
	$25,901,949
	0.0%
	$19,957,715
	129.8%


The Unfunded Actuarial Accrued Liability of the OPEB plan attributable to the Gas System, Water System and Wastewater System as of September 30, 2012 is $378,148, $576,153 and $815,011, respectively.  

The following table shows the schedule of City contributions for the OPEB plan.  The Annual OPEB Cost is the amount that was expensed for the fiscal year.  Since the City's OPEB plan is currently unfunded, the offset to that expense comes from subsidies paid on behalf of the current retirees and their dependents for the current year.  This offset is called the Employer Contribution, and equals the total age-adjusted premiums paid by the City for coverage for the retirees and their dependents for the year (net of the retiree's own payments for the year).  The cumulative difference between the Annual OPEB Cost for the year and the Employer Contribution for the year is called the Net OPEB Obligation.  The numbers shown below do not reflect a decision by the City to fund the OPEB plan.  Therefore, the contributions made to the OPEB plan are assumed to be the benefits paid to retirees (both on an explicit and implicit basis) and administrative expenses.
	Annual Required Contribution (ARC)
	$2,750,986

	Interest on Net OPEB Obligation (NOO)
	$336,537

	Adjustment to ARC
	$(506,345)

	Annual OPEB Cost
	$2,581,178

	Employer Contributions Made
	$(584,919)

	Increase (Decrease) in NOO
	$1,996,259

	Net OPEB Obligation, Beginning of Year
	$8,413,426

	Net OPEB Obligation, End of Year
	$10,409,685


See Note 14 to the audited basic financial statements of the City attached as APPENDIX C hereto for a summary of the actuarial methods and assumptions and other information related to the OPEB plan.  

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and assumptions about the probability of occurrence of events far into the future.  Examples include assumptions about future employment, mortality, and the healthcare cost trend.  Amounts determined regarding the funded status of the plan and the annual required contributions of the employer are subject to continual revision as actual results are compared with past expectations and new estimates are made about the future.  The schedule of funding progress, presented as required supplementary information following the notes to the financial statements, presents multiyear trend information that shows whether the actuarial value of plan assets is increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.  The actuarial methods and assumptions used include techniques that are designed to reduce short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent with the long-term perspective of the calculations.  Additional information on the City of Leesburg's pension and OPEB plan, including actuarial assumptions, can be found in Notes 12 and 14 in the notes to the City's audited financial statements, attached as Appendix C hereto.

Source:
City of Leesburg Comprehensive Annual Financial Report, Fiscal Year Ending September 30, 2012.

TAX MATTERS
General

The Code establishes certain requirements which must be met subsequent to the issuance of the Series 2013 Bonds in order that interest on the Series 2013 Bonds be and remain excluded from gross income for purposes of federal income taxation.  Non-compliance may cause interest on the Series 2013 Bonds to be included in federal gross income retroactive to the date of issuance of the Series 2013 Bonds, regardless of the date on which such non-compliance occurs or is ascertained.  These requirements include, but are not limited to, provisions which prescribe yield and other limits within which the proceeds of the Series 2013 Bonds and the other amounts are to be invested and require that certain investment earnings on the foregoing must be rebated on a periodic basis to the Treasury Department of the United States.  The City has covenanted in the Bond Resolution with respect to the Series 2013 Bonds to comply with such requirements in order to maintain the exclusion from federal gross income of the interest on the Series 2013 Bonds.

In the opinion of Bond Counsel, assuming compliance with certain covenants, under existing laws, regulations, judicial decisions and rulings, interest on the Series 2013 Bonds is excluded from gross income for purposes of federal income taxation.  Interest on the Series 2013 Bonds is not an item of tax preference for purposes of the federal alternative minimum tax imposed on individuals or corporations; however, interest on the Series 2013 Bonds may be subject to the federal alternative minimum tax when any Series 2013 Bond is held by a corporation.  The federal alternative minimum taxable income of a corporation must be increased by seventy-five percent (75%) of the excess of such corporation’s adjusted current earnings over its alternative minimum taxable income (before this adjustment and the alternative tax net operating loss deduction).  "Adjusted Current Earnings" will include interest on the Series 2013 Bonds.  

Except as described above, Bond Counsel will express no opinion regarding other federal income tax consequences resulting from the ownership of, receipt or accrual of interest on, or disposition of Series 2013 Bonds.  Prospective purchasers of Series 2013 Bonds should be aware that the ownership of Series 2013 Bonds may result in collateral federal income tax consequences, including (i) the denial of a deduction for interest on indebtedness incurred or continued to purchase or carry Series 2013 Bonds; (ii) the reduction of the loss reserve deduction for property and casualty insurance companies by fifteen percent (15%) of certain items, including interest on Series 2013 Bonds; (iii) the inclusion of interest on Series 2013 Bonds in earnings of certain foreign corporations doing business in the United States for purposes of the branch profits tax; (iv) the inclusion of interest on Series 2013 Bonds in passive income subject to federal income taxation of certain Subchapter S corporations with Subchapter C earnings and profits at the close of the taxable year; and (v) the inclusion of interest on Series 2013 Bonds in “modified adjusted gross income” by recipients of certain Social Security and Railroad Retirement benefits for the purposes of determining whether such benefits are included in gross income for federal income tax purposes.

As to questions of fact material to the opinion of Bond Counsel, Bond Counsel will rely upon representations and covenants made on behalf of the City, certificates of appropriate officers and certificates of public officials (including certifications as to the use of proceeds of the Series 2013 Bonds and of the property financed or refinanced thereby), without undertaking to verify the same by independent investigation.
PURCHASE, OWNERSHIP, SALE OR DISPOSITION OF THE SERIES 2013 BONDS AND THE RECEIPT OR ACCRUAL OF THE INTEREST THEREON MAY HAVE ADVERSE FEDERAL TAX CONSEQUENCES FOR CERTAIN INDIVIDUAL AND CORPORATE BONDHOLDERS, INCLUDING, BUT NOT LIMITED TO, THE CONSEQUENCES DESCRIBED ABOVE.  PROSPECTIVE BONDHOLDERS SHOULD CONSULT WITH THEIR TAX SPECIALISTS FOR INFORMATION IN THAT REGARD.

Information Reporting and Backup Withholding

Interest paid on tax-exempt bonds such as the Series 2013 Bonds is subject to information reporting to the Internal Revenue Service in a manner similar to interest paid on taxable obligations.  This reporting requirement does not affect the excludability of interest on the Series 2013 Bonds from gross income for federal income tax purposes.  However, in conjunction with that information reporting requirement, the Code subjects certain non-corporate owners of Series 2013 Bonds, under certain circumstances, to "backup withholding" at the rate specified in the Code with respect to payments on the Series 2013 Bonds and proceeds from the sale of Series 2013 Bonds.  Any amount so withheld would be refunded or allowed as a credit against the federal income tax of such owner of Series 2013 Bonds.  This withholding generally applies if the owner of Series 2013 Bonds (i) fails to furnish the payor such owner's social security number or other taxpayer identification number ("TIN"), (ii) furnished the payor an incorrect TIN, (iii) fails to properly report interest, dividends, or other "reportable payments" as defined in the Code, or (iv) under certain circumstances, fails to provide the payor or such owner's securities broker with a certified statement, signed under penalty of perjury, that the TIN provided is correct and that such owner is not subject to backup withholding.  Prospective purchasers of the Series 2013 Bonds may also wish to consult with their tax advisors with respect to the need to furnish certain taxpayer information in order to avoid backup withholding.

Other Tax Matters

During recent years, legislative proposals have been introduced in Congress, and in some cases enacted, that altered certain federal tax consequences resulting from the ownership of obligations that are similar to the Series 2013 Bonds.  In some cases, these proposals have contained provisions that altered these consequences on a retroactive basis.  Such alteration of federal tax consequences may have affected the market value of obligations similar to the Series 2013 Bonds.  From time to time, legislative proposals are pending which could have an effect on both the federal tax consequences resulting from ownership of the Series 2013 Bonds and their market value.  No assurance can be given that legislative proposals will not be enacted that would apply to, or have an adverse effect upon, the Series 2013 Bonds.  For example, in connection with federal deficit reduction, job creation and tax law reform efforts, proposals have been and others are likely to be made that could significantly reduce the benefit of, or otherwise affect, the exclusion from gross income of interest on obligations like the Series 2013 Bonds.  There can be no assurance that any such legislation or proposal will be enacted, and if enacted, what form it may take.  The introduction or enactment of any such legislative proposals may affect, perhaps significantly, the market price for, or marketability of, the Series 2013 Bonds.  

Prospective purchasers of the Series 2013 Bonds should consult their own tax advisors as to the tax consequences of owning the Series 2013 Bonds in their particular state or local jurisdiction and regarding any pending or proposed federal or state tax legislation, regulations or litigation, as to which Bond Counsel expresses no opinion.

Tax Treatment of Original Issue Discount

Under the Code, the difference between the maturity amount of the Series 2013 Bonds maturing on ______________ (collectively, the "Discount Bonds"), and the initial offering price to the public, excluding bond houses, brokers or similar persons or organizations acting in the capacity of underwriters or wholesalers, at which price a substantial amount of the Discount Bonds of the same maturity and, if applicable, interest rate, was sold is "original issue discount."  Original issue discount will accrue over the term of the Discount Bonds at a constant interest rate compounded periodically.  A purchaser who acquires the Discount Bonds in the initial offering at a price equal to the initial offering price thereof to the public will be treated as receiving an amount of interest excludable from gross income for federal income tax purposes equal to the original issue discount accruing during the period he or she holds the Discount Bonds, and will increase his or her adjusted basis in the Discount Bonds by the amount of such accruing discount for purposes of determining taxable gain or loss on the sale or disposition of the Discount Bonds.  The federal income tax consequences of the purchase, ownership and redemption, sale or other disposition of the Discount Bonds which are not purchased in the initial offering at the initial offering price may be determined according to rules which differ from those above.  Bondholders of the Discount Bonds should consult their own tax advisors with respect to the precise determination for federal income tax purposes of interest accrued upon sale, redemption or other disposition of the Discount Bonds and with respect to the state and local tax consequences of owning and disposing of the Discount Bonds.
Tax Treatment of Bond Premium

The difference between the principal amount of the Series 2013 Bonds maturing on _________________ (collectively, the "Premium Bonds"), and the initial offering price to the public (excluding bond houses, brokers or similar persons or organizations acting in the capacity of underwriters or wholesalers) at which price a substantial amount of such Premium Bonds of the same maturity and, if applicable, interest rate, was sold constitutes to an initial purchaser amortizable bond premium which is not deductible from gross income for federal income tax purposes.  The amount of amortizable bond premium for a taxable year is determined actuarially on a constant interest rate basis over the term of each of the Premium Bonds, which ends on the earlier of the maturity or call date for each of the Premium Bonds which minimizes the yield on such Premium Bonds to the purchaser.  For purposes of determining gain or loss on the sale or other disposition of a Premium Bond, an initial purchaser who acquires such obligation in the initial offering is required to decrease such purchaser’s adjusted basis in such Premium Bond annually by the amount of amortizable bond premium for the taxable year.  The amortization of bond premium may be taken into account as a reduction in the amount of tax-exempt income for purposes of determining various other tax consequences of owning such Premium Bonds.  Bondholders of the Premium Bonds are advised that they should consult with their own tax advisors with respect to the state and local tax consequences of owning such Premium Bonds.
ADDITIONAL FINANCING

On or about the date of the issuance of the Series 2013 Bonds, the City is issuing its Capital Improvement Refunding Revenue Bonds, Series 2013 (the "Capital Improvement Bonds") to refinance certain outstanding bonds of the City.  The City is also issuing during calendar year 2013, its Electric System Refunding Revenue Bonds, Series 2013 (the "Electric Bonds") to refinance certain outstanding bonds of the City's Electric System.  Neither the Electric Bonds nor the Capital Improvement Bonds have a lien on the Pledged Revenues.
FINANCIAL STATEMENTS
The financial statements of the City as of September 30, 2012 for the Fiscal Year then ended included as APPENDIX C to this Official Statement, have been audited by Moore Stephens Lovelace, P.A. (the "Independent Auditors"), independent auditors, as stated in their report appearing therein.
Such financial statements, including the auditor's report, have been included in this Official Statement as public documents and consent from the Independent Auditors was not requested.  The Independent Auditors have not been engaged to perform and have not performed, since the date of its report included herein, any procedures on the financial statements addressed in that report. The Independent Auditors also have not performed any procedures relating to this Official Statement.

RATINGS

[The City has received ratings of ["_____," "AA-" and "_____"] from Moody's, Fitch Ratings ("Fitch") and S&P, respectively.]

Generally, the rating agencies base their ratings on information and material so furnished and on investigations, studies and assumptions made by them.  The ratings reflect only the views of the rating agency and an explanation of the significance of such rating may be obtained from them.  No assurance can be given that the rating will be maintained for any given period of time or that the rating may not be revised downward or withdrawn entirely by the rating agencies, if, in their judgment, circumstances warrant.  Any such downward change in or withdrawal of the rating may have an adverse effect on the market price of the Series 2013 Bonds.  Securities rating is not a recommendation to buy, sell or hold securities.  The Underwriters and the City have undertaken no responsibility after issuance of the Series 2013 Bonds to assure the maintenance of the rating or to oppose any such revision or withdrawal.
UNDERWRITING

The Series 2013 Bonds are being purchased by RBC Capital Markets, LLC, First Southwest Company and Edward Jones (collectively, the "Underwriters") at an aggregate purchase price of $_______________ (which represents the $_______________ principal amount of the Series 2013 Bonds, plus/less an Underwriters' discount of $_______________ and plus/less net original issue premium/discount of $_______________).  The Underwriters' obligations are subject to certain conditions precedent, and they will be obligated to purchase all of the Series 2013 Bonds if any Series 2013 Bonds are purchased.  The Series 2013 Bonds may be offered and sold to certain dealers (including dealers depositing such Series 2013 Bonds into investment trusts) at prices lower than such public offering prices, and such public offering prices may be changed, from time to time, by the Underwriters.
CONTINUING DISCLOSURE

The City will agree, pursuant to a Disclosure Dissemination Agent Agreement, a proposed form of which is included as APPENDIX F hereto (the "Disclosure Agreement") in accordance with the provisions of Rule 15c2‑12 (the "Rule"), as promulgated by the Securities and Exchange Commission pursuant to the Securities Exchange Act of 1934, in effect from time to time and applicable to the Series 2013 Bonds, to provide or cause to be provided, to the Electronic Municipal Market Access ("EMMA") system operated by the Municipal Securities Rule Making Board (a) on or before June 30 of each year for the Fiscal Year ending September 30 of the preceding calendar year, beginning June 30, 2013, certain financial information and operating data relating to the City and the System and to provide notices of the occurrence of certain enumerated material events.

The specific nature of the financial information, operating data, and of the type of events which trigger a disclosure obligation, and other details of the undertaking are described in "APPENDIX F – FORM OF DISCLOSURE DISSEMINATION AGENT AGREEMENT" attached hereto.  The Disclosure Agreement shall be executed by the City prior to the issuance of the Series 2013 Bonds.  The covenants in the Disclosure Agreement have been made in order to assist the Underwriters in complying with the continuing disclosure requirements of the Rule.

The City will reserve the right to terminate its obligation to provide annual financial information and notices of material events if and when the City no longer remains an obligated person with respect to the Series 2013 Bonds within the meaning of the Rule.

The City agrees that its undertaking pursuant to the Rule described in the Disclosure Agreement is intended to be for the benefit of the Holders and beneficial owners of the Series 2013 Bonds and shall be enforceable by such Holders and beneficial owners; provided that the right to enforce the provisions of this undertaking shall be limited to a right to seek mandamus or specific performance to cause the City to comply with its obligations.  Any failure by the City to comply with the provisions of the undertaking shall not be an event of default with respect to the Series 2013 Bonds under the Bond Resolution.  With respect to the Series 2013 Bonds, no party other than the City is obligated to provide, nor is expected to provide, any continuing disclosure information. 

The undertakings described above may be amended or modified from time to time in accordance with the terms of the Disclosure Dissemination Agent Agreement.  See "APPENDIX F — FORM OF DISCLOSURE DISSEMINATION AGENT AGREEMENT."

The City has appointed Digital Assurance Certification, L.L.C. as initial Disclosure Dissemination Agent (the "Disclosure Dissemination Agent") under the Disclosure Agreement.  The Disclosure Dissemination Agent has only the duties specifically set forth in the Disclosure Agreement.  The Disclosure Dissemination Agent's obligation to deliver the information at the times and with the contents described in the Disclosure Agreement is limited to the extent the City has provided such information to the Disclosure Dissemination Agent as required by the Disclosure Agreement.  The Disclosure Dissemination Agent has no duty with respect to the contents of any disclosures or notice made pursuant to the terms of the Disclosure Agreement.  The Disclosure Dissemination Agent has no duty or obligation to review or verify any information in the Annual Report, Audited Financial Statements, notice of Notice Event, or Voluntary Report (as such terms are defined in the Disclosure Dissemination Agent Agreement) or any other information, disclosures, or notices provided to it by the City and shall not be deemed to be acting in any fiduciary capacity for the City, the Holders of the Series 2013 Bonds or any other party.  The Disclosure Dissemination Agent has no responsibility for the City's failure to report to the Disclosure Dissemination Agent a Notice Event or a duty to determine the materiality thereof.  The Disclosure Dissemination Agent shall have no duty to determine, or liability for failing to determine, whether the City has complied with the Disclosure Agreement.  The Disclosure Dissemination Agent may conclusively rely upon certifications of the City at all times.
In connection with the issuance of the City’s 2007 Bonds and Electric System Revenue Bonds, Series 2007A, Taxable Electric System Revenue Bonds, Series 2007B  (collectively, the "Utility Bonds"), the City entered into continuing disclosure undertakings to provide certain annual financial information, operating data and notice of certain listed events with certain national repositories in accordance with the terms thereof.  The Issuer has determined that, within the past five years, it omitted to provide certain information related to the downgrade of the insurer for the Utility Bonds that impacted the insured rating on such bonds.  The City thought such notice was not required since public notice of the downgrade of such insurer had been widely disseminated in the marketplace.  The City believes that all current material event notices related to the downgrade of the insurer of the Utility Bonds have been filed.  In the past five years, the City has not failed to comply with any prior agreements to provide its annual financial information pursuant to the Rule.  The City has engaged the Disclosure Dissemination Agent to assist in the monitoring of the City’s continuing disclosure obligations and has in place internal procedures to ensure all filings are completed in accordance with the Rule.
LEGAL MATTERS

Legal Matters
Certain legal matters incident to the validity of the Series 2013 Bonds including their authorization, issuance and sale by the City, are subject to the unqualified approving legal opinion of Akerman Senterfitt, Orlando, Florida, in its capacity as Bond Counsel.  Certain legal matters will be passed upon for the City by McLin & Burnsed, P.A., Leesburg, Florida, in its capacity as City Counsel, and by Holland & Knight LLP, Lakeland, Florida, in its capacity as Disclosure Counsel and by Nabors, Giblin & Nickerson, P.A., serving as counsel to the Underwriters.  The form of Bond Counsel's opinion appears as APPENDIX E to this Official Statement.

Bond Counsel has not been engaged to, nor has it undertaken to, review the accuracy, completeness or sufficiency of the Official Statement or any other offering material relating to the Series 2013 Bonds; provided, however, that Bond Counsel will render an opinion to the City and the Underwriters (upon which only the City and the Underwriters may rely) relating to the accuracy of statements contained herein under the heading "TAX MATTERS" and certain summaries of the Bond Resolution and the Series 2013 Bonds contained herein and will issue an opinion addressed to certain parties (upon which only those certain parties may rely) in its capacity as Bond Counsel to the City.  Except as expressly provided in such opinions, Bond Counsel will express no opinion as to the accuracy, completeness or fairness of any statements in this Official Statement, or in any other reports, financial information, offering or disclosure documents or other information pertaining to the City, the System or the Series 2013 Bonds that may be prepared or made available by the City, the Underwriters or others to the holders of the Series 2013 Bonds or other parties.

The opinions delivered by counsel are based on existing law, which is subject to change.  Such opinions are further based on factual representations made to such counsel as of the date thereof.  Counsel assumes no duty to update or supplement its opinions to reflect any facts or circumstances, including changes in law, that may thereafter occur or become effective.

The legal opinions to be delivered concurrently with the delivery of the Series 2013 Bonds express the professional judgment of the attorneys rendering the opinions regarding the legal issues expressly addressed therein. By rendering a legal opinion, the opinion giver does not become an insurer or guarantor of the result indicated by that expression of professional judgment, of the transaction on which the opinion is rendered, or of the future performance of parties to the transaction.  Nor does the rendering of an opinion guarantee the outcome of any legal dispute that may arise out of the transaction.

LITIGATION

In the view of City's Counsel, McLin & Burnsed, P.A., there is no pending or, to the knowledge of the City's Counsel, any threatened litigation against the City of any nature whatsoever which in any way questions or affects the validity of the Series 2013 Bonds or any proceedings or transactions relating to the issuance, sale, execution, or delivery of the Series 2013 Bonds, or the adoption of the Bond Resolution, or the pledge of the Pledged Revenues.  Neither the creation, organization or existence, nor the title of the present members of the City Commission, or other officers of the City is being contested.
The City experiences routine litigation and claims incidental to the conduct of its affairs.  The City carries insurance for most of these exposures, and many pending claims are defended by and, if necessary, are anticipated to be paid by the insurance carriers less the applicable insurance deductible amounts.
VERIFICATION OF ARITHMETICAL COMPUTATIONS

The accuracy of (a) the arithmetical computations of the adequacy of the maturing principal and interest earned on the investments in the Escrow Fund, together with initial cash balances, to pay when due or upon earlier redemption, the principal of, redemption premium, if any, and interest on the Refunded Bonds, and (b) the arithmetical computations supporting the conclusion that the Series 2013 Bonds are not "arbitrage bonds" within the meaning of Section 148 of the Internal Revenue Code of 1986, as amended, have been verified by the Verification Agent.

DISCLOSURE REQUIRED BY FLORIDA BLUE SKY REGULATIONS

Florida law requires the City to make a full and fair disclosure of any bonds or other debt obligations which it has issued or guaranteed and which are or have been in default as to principal or interest at any time after December 31, 1975, as provided by rule of the Florida Department of Financial Services (the "Department of Financial Services").  Pursuant to Rule 69W-400.003, Florida Administrative Code, the Department of Financial Services has required that such disclosure include information concerning the dates, amounts and types of defaults, any legal proceedings resulting from such defaults, whether a trustee or receiver has been appointed over the assets of the City, and certain additional financial information, unless the City believes in good faith that such information would not be considered material by a reasonable investor.  The City is not and has not, since December 31, 1975, been in default as to principal of and interest on bonds or other debt obligations to which revenues of the City are pledged.

Although the City has is not aware of any payment defaults with respect to bonds or other debt obligations as to which it has served only as a conduit issuer, it has not undertaken an independent review or investigation of such bonds or other debt obligations for which it served only as a conduit issuer.  To the extent any of such bonds or other debt obligations are in default as to principal and/or interest, the obligation of the City thereunder is limited solely to payment from funds received by the party on whose behalf such bonds or other debt obligations were issued, and the City is not obligated to pay the principal of or interest on such bonds or other debt obligations from any funds of the City.  The City in good faith believes the disclosure of such defaults or investigations would not be considered material by a reasonable investor in the Series 2013 Bonds.

FORWARD LOOKING STATEMENTS

This Official Statement contains certain "forward-looking statements" concerning the City's operations, performance and financial condition, including its future economic performance, plans and objectives and the likelihood of success in developing and expanding.  These statements are based upon a number of assumptions and estimates which are subject to significant uncertainties, many of which are beyond the control of the City.  The words "may," "would," "could," "will," "expect," "anticipate," "believe," "intend," "plan," "estimate" and similar expressions are meant to identify these forward-looking statements.  Actual results may differ materially from those expressed or implied by these forward-looking statements.
FINANCIAL ADVISOR

Larson Consulting Services, LLC, Orlando, Florida, serves as financial advisor (the "Financial Advisor") to the City and, in that capacity, has provided advice in connection with the planning, structuring and issuance of the Series 2013 Bonds.  The Financial Advisor will not engage in any underwriting activities with regard to the issuance and sale of the Series 2013 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 and is not obligated to review or ensure compliance with the undertaking by the City to provide continuing secondary market disclosure.

EXPERTS AND CONSULTANTS

The references herein to Public Resource Management Group, Inc., as Feasibility Consultant, have been approved by said firm.  The Report of the Feasibility Consultant has been included as "APPENDIX B – FEASIBILITY CONSULTANT'S REPORT" attached to this Official Statement with the consent of the Feasibility Consultant.  References to and excerpts herein from such report do not purport to be an adequate summary of the Feasibility Consultant's Report or complete in all respects.  The Feasibility Consultant's Report is an integral part of this Official Statement and should be read in its entirety for complete information with respect to the subjects discussed therein.

INVESTMENT POLICY

The City has adopted a written investment policy which satisfies Florida law.  The City's investment policy applies to all the investment activity of the City except for pension funds and trust funds.

The City's current investment policy includes a list of authorized investments with maturity and portfolio limitations.  The City's investment policy does not permit investment in any derivative or reverse repurchase agreements.  The foremost objective of the City's investment policy is safety of principal with a second priority of liquidity and a third priority of attaining a market rate of return.  The City's Finance Director or his designated representative is the City's investment officer responsible for investment decisions and activities.  The City is currently in the process of reviewing its investment policy to determine whether any changes are necessary.
ENFORCEABILITY OF REMEDIES

The remedies available to the owners of the Series 2013 Bonds upon an event of default under the Bond Resolution and any policy of insurance referred to herein are in many respects dependent upon judicial actions which are often subject to discretion and delay. Under existing constitutional and statutory law and judicial decisions, including specifically the federal bankruptcy code, the remedies specified in the Bond Resolution, the Series 2013 Bonds and any policy of insurance referred to herein may not be readily available or may be limited. The various legal opinions to be delivered concurrently with the delivery of the Series 2013 Bonds (including Bond Counsel's approving opinion) will be qualified, as to the enforceability of the remedies provided in the various legal instruments, by limitations imposed by bankruptcy, reorganization, insolvency or other similar laws affecting the rights of creditors enacted before or after such delivery.

CONTINGENT FEES

The City has retained Bond Counsel, Disclosure Counsel and the Financial Advisor with respect to the authorization, sale, execution and delivery of the Series 2013 Bonds.  Payment of all or a portion of the fees of such professionals relating to the issuance of the Series 2013 Bonds and a discount to the Underwriters (which includes the fees of Underwriters' Counsel) are each contingent upon the issuance of the Series 2013 Bonds.

ACCURACY AND COMPLETENESS OF OFFICIAL STATEMENT

The references, excerpts, and summaries of all documents, statutes, and information concerning the City and certain reports and statistical data referred to herein do not purport to be complete, comprehensive and definitive and each such summary and reference is qualified in its entirety by reference to each such document for full and complete statements of all matters of fact relating to the Series 2013 Bonds, the security for the payment of the Series 2013 Bonds and the rights and obligations of the owners thereof and to each such statute, report or instrument.
The information contained in this Official Statement has been compiled from official and other sources believed by the City to be reliable and, while not guaranteed as to completeness or accuracy, is believed to be correct as of this date.

Any statements made in this Official Statement involving matters of opinion or of estimates, whether or not so expressly stated are set forth as such and not as representations of fact, and no representation is made that any of the estimates will be realized.  Neither this Official Statement nor any statement that may have been made verbally or in writing is to be construed as a contract with the owners of the Series 2013 Bonds.  This Official Statement is submitted in connection with the sale of the securities referred to herein and may not be reproduced or used, as a whole or in part, for any other purpose.  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 is to create, under any circumstances, any implication that there has been no change in the affairs of the City from the date hereof.

The appendices attached hereto are integral parts of this Official Statement and must be read in their entirety together with all foregoing statements.
[Remainder of Page Intentionally Left Blank]
AUTHORIZATION OF OFFICIAL STATEMENT

The execution and delivery of this Official Statement has been duly authorized and approved by the City Commission.  At the time of delivery of the Series 2013 Bonds, an official of the City will furnish a certificate to the effect that nothing has come to his or her attention which would lead that person to believe that the Official Statement (other than information herein related to the Reserve Provider, the 2013 Reserve Product, DTC or its book-entry only system of registration as to which no certification shall be expressed), as of its date and as of the date of delivery of the Series 2013 Bonds, contains an untrue statement of a material fact or omits to state a material fact which should be included therein for the purposes for which the Official Statement is intended to be used, or which is necessary to make the statements contained therein, in the light of the circumstances under which they were made, not misleading.

CITY OF LEESBURG, FLORIDA
By:   

Mayor

By:   

Interim City Manager

By:   

Finance Director
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