 TERM SHEET
FIXED RATE
Electric Utility System Refunding Note, Series 2013
Borrower:


City of Leesburg, Florida (the “City”)
Lender:


STI Institutional & Government, Inc., a subsidiary of SunTrust Bank
Contact:


William C. Jones






First Vice President





STI Institutional & Government, Inc.




200 S. Orange Avenue, SOAB 6th Floor 




Mail Code: FL-ORL-2063




Orlando, FL 32801




Phone: 407-237-5909
Facility Type:
Non-Bank Qualified Loan in the form of a tax-exempt Note (the “Note”) issued by the City of Leesburg. 
Purpose


The proceeds from the Electric Utility System Capital Improvement Revenue Refunding will be used to current refund the TD Bank Advanced Metering Infrastructure (AMI) non-revolving drawdown grant anticipation note.
Amount:


Up to $9,000,000 – Electric Utility System 
Terms:



Interest shall be payable semi-annually on April 1 and October 1, beginning on October 1, 2013.  Principal payments shall be due annually on October 1 of each year, commencing October 1, 2014. Debt service payments are based on the approximately 240 month amortization schedule provided by the financial advisor.
Security: 


Electric Utility System




The Series 2013 Notes and the interest thereon are payable from and secured by a priority lien on and pledge of Electric Utility revenue (the “Pledged Revenues”), as defined in the Master 2004 Resolution. The debt will be on parity with the City’s proposed 2013 refunding bonds and 2007 A and B System Bonds. 
Interest Rate Options:






Non-Bank Qualified





Option 1: 20 Year fully amortizing structure (pre-payable without penalty): 

The Non-Bank Qualified interest rate shall be 2.95% and will be fixed through the Maturity Date. Interest is payable based on a 30/360 day count basis. The indicative interest rate is shown as of April 10, 2013.

Option 2: 20 Year fully amortizing structure (with “Make Whole” provision): 

The Non-Bank Qualified fixed interest rate shall be 2.77% and will be fixed through the Maturity Date. Interest is payable based on a 30/360 day count basis. The indicative interest rate is shown as of April 10, 2013.
Rate Lock Option: For any of the above mentioned options, a rate lock is available for ninety (90) days from the date of this letter, March 26, 2013 to June 24, 2013, at an additional cost of 9 basis points added to the applicable interest rate option. 

Maturity Date: 


October 1, 2032 
Prepayment

Alternatives:


If the fixed rate option with a “Make Whole” provision is selected the following will 
apply: 





Alternative – Standard Make Whole: 




Borrower may prepay the Note in whole or in part at anytime upon two Business 




Days’ prior written notice to the Lender.  Such prepayment notice shall specify the 



amount of the prepayment which is to be made. In the event of a prepayment of the 



Note under this 
paragraph, the Borrower may be required to pay the Lender an 




additional fee (a prepayment charge or premium) determined in the manner 




provided below, to compensate the Lender for all losses, costs and expenses 




incurred in connection with such prepayment.

The fee shall be equal to the present value of the difference between (1) the amount that would have been realized by the Lender on the prepaid amount for the remaining term of the Note at the Federal Reserve H.15 Statistical Release rate for fixed-rate payers in interest rate swaps for a term corresponding to the term of the Note, interpolated to the nearest month, if necessary, that was in effect three Business Days prior to the origination date of the Note and (2) the amount that would be realized by the Lender by reinvesting such prepaid funds for the remaining term of the Note at the Federal Reserve H.15 Statistical Release rate for fixed-rate payers in interest rate swaps, interpolated to the nearest month, that was in effect three Business Days prior to the prepayment date; both discounted at the same interest rate utilized in determining the applicable amount in (2). Should the present value have no value or a negative value, the Borrower may prepay at par with no additional prepayment charge or premium. Should the Federal Reserve no longer release rates for fixed-rate payers in interest rate swaps, the Lender may substitute the Federal Reserve H.15 Statistical Release with another similar index. The Lender shall provide the Borrower with a written statement explaining the calculation of the premium due, which statement shall, in absence of manifest error, be conclusive and binding. This alternative is not intended to, and does not, increase the interest rate payable on the Note.
After-Tax Yield Maintenance

· The interest rates quoted herein take into consideration a marginal maximum federal corporate tax rate of 35%.  In the event of a decrease in the marginal maximum corporate tax rate, the Lender shall have the right to adjust the interest rate upwards in order to maintain the same after tax yield for the Lender.
· If a determination of taxability event occurs the rate will be adjusted upward to a fixed rate equal to a rate determined necessary by Lender to maintain the same after-tax yield effective as of the date of the determination of taxability event. Upon an occurrence of a Determination of Taxability, the Borrower hereby agrees to pay to the Lender (i) an additional amount equal to the difference between (A) the amount of interest paid on the Note during the Taxable Period and (B) the amount of interest that would have been paid on the Note during the Taxable Period had the Bonds borne interest at the Taxable Rate, plus (ii) an amount equal to any interest, penalties on overdue interest and additions to tax (as referred to in Subchapter A of Chapter 68 of the Code) owed by the Lender as a result of the occurrence of a Determination of Taxability.
Financing Documents

Financing Documents will include, but not be limited to, a Note, Loan Agreement and authorizing Resolution.
Legal Fees:


Our proposed Lender’s Counsel is to be determined.  Fees for our counsel will be: 

(a) $5,000.00 if our counsel reviews documentation prepared by the counsel to the Borrower
Covenants and Conditions

A)
All matters relating to this loan, including all instruments and documents required, are subject to the Lender’s policies and procedures in effect, applicable governmental regulations and/or statutes, and approval by the Lender and the Lender’s Counsel.  

B)
Borrower shall submit to the Lender annual financial statements within 270 days of fiscal year end and an annual budget within 30 days of adoption, together with any other information the Lender may reasonably request.
C)
Borrower shall be required to deliver a written opinion from Borrower's Counsel, in form and substance acceptable to the Lender and Lender’s Counsel, that all documents are valid, binding and enforceable in accordance with their terms, that execution and delivery of said documents has been duly authorized, and addressing such other matters as the Lender and the Lender’s Counsel deem appropriate.
D)
The provisions, terms and conditions contained herein are not inclusive of all the anticipated terms that will be applicable to the credit and do not purport to summarize all of the conditions, covenants, definitions, representations, warranties, that shall include but not be limited to the waiver of jury trial, submission to jurisdiction and venue, events of default, remedies including but not limited to acceleration and other provisions that may be contained in documents required to consummate this financing. A payment or covenant default shall be subject to a default rate of the lesser of 18% or the maximum rate allowed by law. All of such terms will be set forth in the final, definitive loan documents, and all such terms must be acceptable to the Lender and its counsel. The Lender shall maintain the right to transfer and assign the Bond in whole or in part to accredited investors. Notwithstanding any terms or conditions the Lender will have the right to assign all or a portion of the bond or loan to an affiliate of the Lender in its sole discretion.

E)
The Borrower agrees to have the principal and interest payments collected via ACH Direct Debit from a bank account of their choice.
F)
Rate Covenant: In accordance with the 2004 Master Resolution, 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 Electric System that will always provide Gross revenues in each Bond Year (excluding for purposed of this section all Hedging Receipts) which will be at least one hundred percent (100%) of the Cost of Operation and Maintenance for 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.)


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 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.  
G)
Additional Bonds Test: In accordance with the 2004 Master Resolution, the City has covenanted in the Bond Resolution not to issue or incur any obligations payable from the gross Revenues 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, except Additional Bonds and Hedge Obligations under a Qualified Swap all as provided in the Bonds Resolution.



No series of Additional Bonds may be issued under the Bond Resolution and no Qualified Swap may be entered into unless the City shall have first 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 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 Electric System during the Audit Period had include the number of new customers of the Electric System attributable to an existing electric distribution 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 Electric System during the Audit Period that the Qualified Independent Consultant project 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 Electric System during the first full Bond Year following the Bond Year in which such Additional Bonds are issued (the “Applicable Bond Year”), and (iii) any changes in the rate schedules for customers and users of the Electric 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 such adjustments permitted by clause (i) above shall be made, in determining the amount of the Adjusted Costs 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 purposed of clause (ii) above, there shall be taken into account only dwellings, buildings or other structures in existence on the date of such projections; 
(2) 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;

(3) 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);

(4) The amount, if any, required to be deposited from Net Revenues into the Composite Reserve Account or into any subaccount in the Reserve Fund in the Applicable Bond Year pursuant to the terms of a supplemental ordinance or resolution; and 

(5) Based upon the foregoing, the Chief Financial Officer is of the opinion that 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 (4) above and one hundred twenty five percent (125%) of the Maximum Bond Service Requirement referred to in paragraph (3) 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 describe 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 additional 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 Electric Projects, or for the 
purpose of refunding any obligations issued only for such purpose or for any other lawful 
purpose of the City, including the reimbursement to the City of Electric Revenues spent for a 
lawful purpose of the City. 
H)
The “Non-Bank-Qualified” interest rate quoted herein assumes the obligation is a "tax-exempt obligation.  Receipt of opinion from Bond Counsel in form and substance satisfactory to the Lender, which shall include, without limitation, opinion that the interest on the Note is excludable from gross income of the owners thereof for federal income tax purposes.
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