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AMOUNTS, MATURITIES, INTEREST RATES AND PRICES

Maturity
(October 1) Amount
2012 $310,000
2013 320,000
2014 580,000
2015 850,000
2016 955,000
2017 985,000
2018 1,015,000
2019 1,050,000

*Priced to the October 1, 2021 optional call date.

Interest
Rate

3.00%
3.00
3.00
3.00
3.00
3.00
3.25
5.00

Price
101.880
102.459
102.186
101.555
100.639

98.740

98.770
108.748

Series 2011D Bonds

$14,845,000 Serial Bonds

CUSIP
No.
342815C96
342815D20
342815D38
342815D46
342815D53
342815D61
342815D79
342815D8&7

Maturity
(October 1) Amount
2020 $1,105,000
2021 1,150,000
2022 1,195,000
2023 1,245,000
2024 1,295,000
2025 1,365,000
2026 1,425,000

Interest
Rate

4.00%
4.00
4.00
4.25
5.25
4.50
5.25

Price
100.228
99.325
98.114
98.109
105.220*
98.025
103.139*

$12,355,000 5.25% Term Bonds due October 1, 2033 - Price 98.058 CUSIP No. 342815E60
$21,035,000 5.50% Term Bonds due October 1, 2041 - Price 98.540 CUSIP No. 342815E78

CUSIP
No.
342815D95
342815E29
342815E37
342815E45
342815E52
342815E86
342815E94
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NO BROKER, DEALER, SALESMAN OR OTHER PERSON HAS BEEN
AUTHORIZED BY THE ISSUER OR THE UNDERWRITER TO GIVE ANY
INFORMATION OR TO MAKE ANY REPRESENTATIONS OTHER THAN THOSE
CONTAINED IN THIS OFFICIAL STATEMENT, AND IF GIVEN OR MADE, SUCH
OTHER INFORMATION OR REPRESENTATIONS MUST NOT BE RELIED UPON AS
HAVING BEEN AUTHORIZED BY ANY OF THE FOREGOING. THIS OFFICIAL
STATEMENT DOES NOT CONSTITUTE AN OFFER TO SELL OR THE SOLICITATION
OF AN OFFER TO BUY ANY OF THE BONDS, AND THERE SHALL BE NO OFFER,
SOLICITATION, OR SALE OF THE BONDS BY ANY PERSON IN ANY JURISDICTION
IN WHICH IT IS UNLAWFUL FOR SUCH PERSON TO MAKE SUCH OFFER,
SOLICITATION, OR SALE.

THE INFORMATION SET FORTH HEREIN HAS BEEN OBTAINED FROM
PUBLIC DOCUMENTS, RECORDS AND OTHER SOURCES WHICH ARE BELIEVED TO
BE RELIABLE, BUT IT IS NOT GUARANTEED AS TO ACCURACY OR
COMPLETENESS BY AND IS NOT TO BE CONSTRUED AS A REPRESENTATION OF
THE UNDERWRITER. THE INFORMATION AND EXPRESSIONS OF OPINION HEREIN
CONTAINED 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 ISSUER OR THE BORROWER
SINCE THE DATE HEREOF.

CERTAIN OF THE INFORMATION HEREIN REGARDING THE BORROWER IS
BEYOND THE KNOWLEDGE OF THE ISSUER. WHILE THE ISSUER HAS NO REASON
TO BELIEVE THAT SUCH INFORMATION IS INCOMPLETE OR INACCURATE, THE
ISSUER HAS NOT INDEPENDENTLY INVESTIGATED OR CONFIRMED THE
ACCURACY OR COMPLETENESS THEREOF AND HAS INCLUDED SUCH
INFORMATION IN THIS OFFICIAL STATEMENT IN RELIANCE UPON THE
REPRESENTATION AND WARRANTY OF THE BORROWER THAT SUCH
INFORMATION DOES NOT CONTAIN ANY UNTRUE STATEMENT OF A MATERIAL
FACT AND DOES NOT OMIT TO STATE ANY MATERIAL FACT NECESSARY IN
ORDER TO MAKE THE STATEMENTS MADE HEREIN, IN THE LIGHT OF THE
CIRCUMSTANCES UNDER WHICH THEY ARE MADE, NOT MISLEADING.

THE BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT OF
1933 NOR HAS THE INDENTURE BEEN QUALIFIED UNDER THE TRUST INDENTURE
ACT OF 1939, IN RELIANCE UPON EXEMPTIONS CONTAINED IN SUCH ACTS. THE
REGISTRATION OR QUALIFICATION OF THE BONDS UNDER THE SECURITIES
LAWS OF THE JURISDICTIONS IN WHICH THEY HAVE BEEN REGISTERED OR
QUALIFIED, IF ANY, SHALL NOT BE REGARDED AS A RECOMMENDATION
THEREOF. NEITHER THESE JURISDICTIONS NOR ANY OF THEIR AGENCIES HAVE
PASSED UPON THE MERITS OF THE BONDS OR THE ACCURACY OR
COMPLETENESS OF THIS OFFICIAL STATEMENT.



THE UNDERWRITER HAS PROVIDED THE FOLLOWING SENTENCE FOR
INCLUSION IN THIS OFFICIAL STATEMENT. THE UNDERWRITER HAS REVIEWED
THE INFORMATION IN THIS OFFICIAL STATEMENT IN ACCORDANCE WITH, AND
AS PART OF, ITS RESPONSIBILITIES TO INVESTORS UNDER THE FEDERAL
SECURITIES LAWS AS APPLIED TO THE FACTS AND CIRCUMSTANCES OF THIS
TRANSACTION, BUT THE UNDERWRITER DOES NOT GUARANTY THE ACCURACY
OR COMPLETENESS OF SUCH INFORMATION.

ASSURED GUARANTY MUNICIPAL CORP. ("AGM") MAKES NO
REPRESENTATION REGARDING THE BONDS OR THE ADVISABILITY OF INVESTING
IN THE BONDS. IN ADDITION, AGM HAS NOT INDEPENDENTLY VERIFIED, MAKES
NO REPRESENTATION REGARDING, AND DOES NOT ACCEPT ANY
RESPONSIBILITY FOR THE ACCURACY OR COMPLETENESS OF THIS OFFICIAL
STATEMENT OR ANY INFORMATION OR DISCLOSURE CONTAINED HEREIN, OR
OMITTED HEREFROM, OTHER THAN WITH RESPECT TO THE ACCURACY OF THE
INFORMATION REGARDING AGM SUPPLIED BY AGM AND PRESENTED UNDER
THE HEADING "BOND INSURANCE" AND "APPENDIX J — SPECIMEN BOND
INSURANCE POLICY™.
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OFFICIAL STATEMENT
Relating to

$48,235,000
FLORIDA MUNICIPAL LOAN COUNCIL
REVENUE BONDS
SERIES 2011D (City of Hialeah Series)

INTRODUCTION

The purpose of this Official Statement, including the cover page and the Appendices
hereto, is to furnish certain information with respect to the original issuance and sale of
$48,235,000 Florida Municipal Loan Council Revenue Bonds, Series 2011D (the "Bonds") to be
issued by the Florida Municipal Loan Council (the "Issuer").

This Introduction is only a brief description of the matters described in this Official
Statement, and a full review of this Official Statement should be undertaken by potential
investors in the Bonds. This Official Statement speaks only as of its date, and the information
contained herein is subject to change.

The Issuer is a separate legal entity under the laws of the State of Florida. The Issuer was
created by an Interlocal Agreement (the "Interlocal Agreement"), dated as of December 1, 1998,
initially among the City of Stuart, the City of Deland and the City of Rockledge, each of which is
a Florida municipality. Subsequent to that date, other municipalities and counties have joined in
the Interlocal Agreement, including Gadsden County, Florida, Jackson County, Florida and Leon
County, Florida.

The Bonds are being issued pursuant to the Constitution of the State of Florida, Chapter
163, Florida Statutes, and other applicable provisions of law (collectively, the "Act"), authorizing
resolutions adopted by the Issuer on December 17, 1998, March 25, 2010 and September 23,
2010, and a Trust Indenture (the "Indenture"), dated as of May 1, 2011, between the Issuer and
Deutsche Bank Trust Company Americas, as trustee (the "Trustee").

The Bonds are being issued to provide funds to make a loan to the City of Hialeah,
Florida (the "Borrower") pursuant to a Loan Agreement, dated as of May 1, 2011, between the
Issuer and the Borrower (the "Loan Agreement"). The Borrower will use proceeds of the loan
made to it by the Issuer (the "Loan") to finance the cost of certain capital improvements in and
for the Borrower, including the Borrower’s portion of certain of the capital costs of a new water
treatment plant to be co-owned by the Borrower and Miami-Dade County. See "THE
PROJECT", herein.

Pursuant to the Loan Agreement, the Borrower agrees to make payments (the "Basic
Payments") in such amounts and at such times as shall be sufficient to pay the principal of,



premium, if any, and interest on the Loan when due. The Basic Payments correlate to the debt
service on a principal amount of Bonds equal to the principal amount of the Loan. The
Borrower also agrees to make certain other payments (the "Additional Payments"), including, but
not limited to, the fees and expenses of the Issuer, the Program Administrator and the Trustee,
and any other fees, including any rebate obligations with respect to the Bonds.

The Basic Payments and the Additional Payments are jointly referred to as the "Loan
Repayments."

The Borrower has pledged its Pledged Revenues to secure payments due under the Loan.
Pledged Revenues are defined in the Loan Agreement to mean (1) the Gross Revenues of the
Borrower’s water and sewer system (the "System") after deduction of the Cost of Operation and
Maintenance, and (2) until applied in accordance with the provisions of Ordnance No. 2010-40
of the Borrower, enacted June 22, 2010 (the "Borrower Ordinance"), all moneys, including
investments thereof, in the funds and accounts established under the Borrower Ordinance, except
(A) the Rebate Fund, (B) the Revenue Fund, to the extent moneys therein shall be required to
pay the Cost of Operation and Maintenance in accordance with the terms of the Borrower
Ordinance and (C) to the extent moneys on deposit in each subaccount of the Reserve Account
shall be pledged solely for the payment of the Series of Borrower Bonds for which it was
established in accordance with the provisions of the Borrower Ordinance. The Borrower
Ordinance provides for a pledge of the Pledged Revenues to secure bonds issued thereunder
("Borrower Bonds"). The Borrower’s obligation under the Loan Agreement constitutes a
Borrower Bond under the Borrower Ordinance. See "SECURITY AND SOURCES OF
PAYMENT" and "APPENDIX F — Form of the Hialeah Bond Ordinance", herein. Neither the
Indenture nor the Borrower Ordinance establishes a reserve account that secures the Bonds.

Pursuant to the Indenture, the Issuer has assigned and pledged to the Trustee all of the
Issuer's right, title and interest (with certain exceptions specified therein) in and to the Loan
Agreement, including the Issuer's right to receive Loan Repayments.

The Bonds are not a general debt, liability or obligation of the Issuer, but are
limited obligations of the Issuer, payable solely from (i) the payments to be made by the
Borrower pursuant to the Loan Agreement (as defined herein) (ii) all amounts in certain
funds and accounts created pursuant to the Indenture, and (iii) all Revenues, and any and
all other property, rights and interest of every kind and nature from time to time hereafter
by delivery or by writing of any kind subjected to the Indenture, as and for additional
security for the Bonds, by the Issuer or by any other person on its behalf or with its written
consent (collectively, the "Trust Estate'), as more fully described herein. The obligation
of the Borrower pursuant to the Loan Agreement is not a general debt, liability or
obligation of the Borrower, but is a limited obligation of the Borrower payable from the
sources described herein. The Bonds are not a debt, liability or obligation of the State of
Florida or any political subdivision or entity thereof other than the Issuer.

There follows in this Official Statement descriptions of the Bonds, the Issuer, the
Borrower and certain other matters. The descriptions and information contained herein do not
purport to be complete, comprehensive, or definitive, and all references herein to documents or



reports are qualified in their entirety by reference to the complete text of such documents or
reports. Copies of documents and reports referred to herein that are not included in their entirety
herein may be obtained from the Managing Underwriter at 2363 Gulf-to-Bay Boulevard, Suite
200, Clearwater, Florida 33765 prior to delivery of the Bonds and thereafter from the Trustee
upon payment of any required fee. Unless otherwise defined herein, terms used in capitalized
form in this Official Statement shall have the same meanings as in the Indenture. See
Appendices C and D for definitions of certain terms used in this Official Statement.

THE BONDS
General Description

The Bonds are being issued as fully registered bonds without coupons in principal
denominations of $5,000 or any integral multiple thereof (the "Authorized Denominations").
The Bonds will be dated as of the date of their initial issuance and delivery, will bear interest
from that date at the rates per annum and will mature on the dates and in the amounts set forth on
the inside cover page of this Official Statement. The Bonds will be subject to the redemption
provisions set forth below. Interest on the Bonds will be computed on the basis of a 360-day
year consisting of twelve 30-day months and will be payable semiannually on each April 1 and
October 1 (each, an "Interest Payment Date,"), commencing October 1, 2011.

The principal and premium of the Bonds shall be payable when due by check or draft,
upon presentation and surrender of the Bonds at the Designated Office of the Trustee, and
interest will be payable by check or draft mailed by the Trustee on each Interest Payment Date to
the holders of the Bonds registered as such as of the Record Date; provided, however, that at the
expense of and upon the written request of a holder of $1,000,000 or more (or of all Bonds if less
than $1,000,000 shall be outstanding) interest will be paid by wire transfer to an account in the
United States. The Record Date with respect to any Interest Payment Date is the fifteenth day of
the calendar month preceding such Interest Payment Date. For so long as the book-entry only
system of ownership of the Bonds is in effect, payments of principal, premium, if any, and
interest on the Bonds will be made as described below under the caption "Book-Entry Only
System."

All payments of principal of, premium, if any, and interest on the Bonds shall be payable
in any coin or currency of the United States of America which at the time of payment is legal
tender for the payment of public and private debts.

Redemption Provisions

Optional Redemption. The Bonds maturing on or before October 1, 2021 are not subject
to optional redemption prior to maturity. The Bonds maturing after October 1, 2021 are subject
to redemption at the option of the Issuer on or after October 1, 2021, as a whole or in part at any
time, in any manner as determined by the Trustee taking into consideration the maturity of the
Loan, at the redemption price equal to the principal amount of the Bonds to be redeemed, plus
accrued interest to the redemption date.




Scheduled Mandatory Redemption. The Bonds maturing on October 1, 2033 are subject
to mandatory redemption, in part, by lot, at redemption prices equal to 100% of the principal
amount thereof plus interest accrued to the redemption date, beginning on October 1, 2027 and
on each October 1 thereafter, in the following principal amounts in the following years:

Year Principal Amount
2027 $1,505,000
2028 1,585,000
2029 1,665,000
2030 1,755,000
2031 1,850,000
2032 1,945,000
2033* 2,050,000

*Maturity, not a redemption.

The Bonds maturing on October 1, 2041 are subject to mandatory redemption, in part, by
lot, at redemption prices equal to 100% of the principal amount thereof plus interest accrued to
the redemption date, beginning on October 1, 2034 and on each October 1 thereafter, in the
following principal amounts in the following years:

Year Principal Amount
2034 $2,160,000
2035 2,280,000
2036 2,405,000
2037 2,540,000
2038 2,680,000
2039 2,830,000
2040 2,985,000
2041* 3,155,000

*Maturity, not a redemption.

Selection of Bonds to be Redeemed. The Bonds may be redeemed only in Authorized
Denominations. The Bonds or portions of the Bonds to be redeemed shall, except as otherwise
described above or as specified in the Indenture, be selected by the Registrar by lot or in such
other manner as the Trustee in its discretion may deem appropriate.

Notice of Redemption. In the case of every redemption, the Trustee shall cause notice of
such redemption to be given to the registered Owner of any Bonds designated for redemption in
whole or in part, at such Owner's address as the same shall last appear on the Bond registration
books, by mailing a copy of the redemption notice by first class mail at least thirty days prior to
the redemption date. The failure of the Registrar to give notice to a Bondholder or any defect in
such notice shall not affect the validity of the redemption of any other Bonds.




Each notice of redemption shall specify the date fixed for redemption, the redemption
price to be paid, the place or places of payment, that payment will be made upon presentation
and surrender of the Bonds to be redeemed, that interest, if any, accrued to the date fixed for
redemption will be paid as specified in said notice, and that on and after said date interest thereon
will cease to accrue. If less than all of the outstanding Bonds are to be redeemed, the notice of
redemption shall specify the numbers of the Bonds or portions thereof, including CUSIP
identification numbers to be redeemed.

Notice of redemption is also required to be sent by registered or certified mail or
overnight delivery service to certain securities depositories, provided, however, that such mailing
is not a condition precedent to any redemption and a failure to mail any such notice shall not
affect the validity of any proceedings for the redemption of Bonds.

In the case of an optional redemption, any notice of redemption may state that (1) it is
conditioned upon the deposit of moneys, in an amount equal to the amount necessary to effect
the redemption, with the Registrar, Paying Agent or a fiduciary institution acting as escrow agent
no later than the redemption date or (2) the Issuer retains the right to rescind such notice on or
prior to the scheduled redemption date (in either case, a "Conditional Redemption"), and such
notice and optional redemption shall be of no effect if such moneys are not so deposited or if the
notice is rescinded as described in this section. Any such notice of Conditional Redemption shall
be captioned "Conditional Notice of Redemption." Any Conditional Redemption may be
rescinded at any time prior to the redemption date if the Program Administrator delivers a
written direction to the Registrar directing the Registrar to rescind the redemption notice. The
Registrar shall give prompt notice of such rescission to the affected Bondholders. Any Bonds
subject to Conditional Redemption where redemption has been rescinded shall remain
Outstanding, and neither the rescission nor the failure by the Issuer to make such funds available
shall constitute an Event of Default under the Indenture. The Registrar shall give immediate
notice to the securities information repositories and the affected Bondholders that the redemption
did not occur and that the affected Bonds called for redemption and not so paid remain
Outstanding.

Effect of Calling for Redemption. On the redemption date, the principal amount of each
Bond to be redeemed, together with the accrued interest thereon to such date, shall become due
and payable; and from and after such date, notice (if required) having been given and moneys
available for such redemption being on deposit with the Trustee in accordance with the
provisions of the Indenture, then notwithstanding that any Bonds called for redemption shall not
have been surrendered, no further interest shall accrue on any of such Bonds or portions thereof
to be redeemed. From and after such date of redemption (such notice having been given and
moneys available solely for such redemption being on deposit with the Trustee), the Bonds or
portions thereof to be redeemed shall not be deemed to be Outstanding under the Indenture and
the Issuer shall be under no further liability in respect thereof.

Book-Entry Only System

The information provided immediately below concerning DTC and the Book-Entry Only
System has been obtained from DTC and is not guaranteed as to accuracy or completeness by,



and is not to be construed as a representation by, the Underwriter, the Issuer, the Trustee or the
Borrower.

Unless the book-entry system described herein is terminated, DTC will act as securities
depository for the Bonds. The 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 or more fully-registered bond certificates will be issued
for the Bonds, and will be deposited with the Trustee on behalf of DTC. Individual purchases of
beneficial interests in the Bonds will be made in increments of $5,000 or integral multiples
thereof.

DTC and its Participants. 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, as amended. 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 ("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 ("Indirect Participants"). DTC has Standard
& Poor's highest rating: AAA. The DTC Rules applicable to its Direct and Indirect Participants
are on file with the Securities and Exchange Commission. More information about DTC can be
found at www.dtcc.com and www.dtc.org. The contents of such websites do not constitute a part
of this Official Statement.

Purchases. Purchases of the Bonds under the DTC system must be made by or through
Direct Participants, which will receive a credit for the Bonds on DTC's records. The ownership
interest of each actual purchaser of each Bond ("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 purchases. Beneficial Owners are, however, expected to receive
written confirmations providing details of the transactions, as well as periodic statements of their
holdings, from the Direct or Indirect Participants through which the Beneficial Owner entered
into the transaction. Transfers of ownership interests in the Bonds are to be accomplished by
entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial



Owners. Beneficial Owners will not receive certificates representing their ownership interests in
the Bonds, except in the event that use of the book-entry system for the Bonds is discontinued.

Transfers. To facilitate subsequent transfers, all 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 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 Bonds; DTC's records reflect only the identity of the Direct Participants to whose
accounts such 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.

Notices. 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.
Beneficial Owners of the Bonds may wish to take certain steps to augment the transmission to
them of notices of significant events with respect to the Bonds, such as redemptions, tenders,
defaults, and proposed amendments to the Bond documents. For example, Beneficial Owners of
Bonds may wish to ascertain that the nominee holding the Bonds for their benefit has agreed to
obtain and transmit notices to Beneficial Owners. In the alternative, Beneficial Owners may
wish to provide their names and addresses to the Trustee and request that copies of notices be
provided directly to them.

Redemption notices shall be sent to DTC. Ifless than all of the Bonds within an issue are
being redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct
Participant in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with
respect to the Bonds unless authorized by a Direct Participant in accordance with DTC's
procedures. Under its usual procedures, DTC mails an Omnibus Proxy to the issuer 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 Bonds are credited on the record date
(identified in a listing attached to the Omnibus Proxy).

NONE OF THE ISSUER, THE BORROWER OR THE TRUSTEE WILL HAVE ANY
RESPONSIBILITY OR OBLIGATION TO SUCH PARTICIPANTS OR THE PERSONS FOR
WHOM THEY ACT AS NOMINEES WITH RESPECT TO THE PAYMENTS TO OR THE
PROVIDING OF NOTICE FOR THE DTC PARTICIPANTS, THE INDIRECT
PARTICIPANTS OR THE BENEFICIAL OWNERS OF THE BONDS. NEITHER THE
ISSUER NOR THE BORROWER CAN PROVIDE ANY ASSURANCE THAT DTC, DIRECT
PARTICIPANTS OR OTHERS WILL DISTRIBUTE PAYMENTS OF PRINCIPAL OF,
PREMIUM, IF ANY, OR INTEREST ON THE BONDS PAID TO DTC OR ITS NOMINEE,
AS THE REGISTERED OWNER, OR ANY NOTICES TO THE BENEFICIAL OWNERS OR



THAT THEY WILL DO SO ON A TIMELY BASIS, OR THAT DTC WILL ACT IN THE
MANNER DESCRIBED IN THIS OFFICIAL STATEMENT.

Payments. Payments on the 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 Trustee on the relevant payable date in accordance with their respective holdings shown on
DTC's records. Payments by 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
Participant and not of DTC, the Trustee or the Issuer, subject to any statutory or regulatory
requirements as may be in effect from time to time. Payment to Cede & Co. (or such other
nominee as may be requested by an authorized representative of DTC) is the responsibility of the
Trustee, disbursement of such payments to Direct Participants will be the responsibility of DTC,
and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct
and Indirect Participants.

Discontinuance of Book-Entry-Only System. DTC may discontinue providing its
services as depository with respect to the Bonds at any time by giving reasonable notice to the
Issuer or the Trustee. Under such circumstances, in the event that a successor depository is not
obtained, certificated Bonds are required to be printed and delivered to the holders of record.

The Issuer may decide to discontinue use of the system of book-entry-only transfers
through DTC (or a successor securities depository) with respect to the Bonds. Under current
industry practices, however, DTC would notify its Direct or Indirect Participants of the Issuer's
decision but will only withdraw beneficial interests from a Bond at the request of any Direct or
Indirect Participant. In that event, certificates for the Bonds will be printed and delivered.

No Assurance Regarding DTC Practices

The foregoing information in this section concerning DTC and DTC's book-entry system
has been obtained from sources that the Issuer believes to be reliable, but the Issuer, the
Borrower, the Underwriter, and the Trustee take no responsibility for the accuracy thereof.

So long as Cede & Co. is the registered owner of the Bonds as nominee of DTC,
references herein to the holders or registered owners of the Bonds will mean Cede & Co. and
will not mean the Beneficial Owners of the Bonds.

None of the Issuer, the Trustee or the Underwriter will have any responsibility or
obligation to the Participants, DTC or the persons for whom they act with respect to (i) the
accuracy of any records maintained by DTC or by any Direct or Indirect Participant of DTC, (ii)
payments or the providing of notice to the Direct Participants, the Indirect Participants or the
Beneficial Owners, (iii) the selection by DTC or by any Direct or Indirect Participant of any
Beneficial Owner to receive payment in the event of a partial redemption of the Bonds or (iv)
any other action taken by DTC or its partnership nominee as owner of the Bonds.



THE ISSUER

The Issuer was created pursuant to the Florida Interlocal Cooperation Act of 1969,
Section 163.01, Florida Statutes, as amended, through an Interlocal Agreement dated as of
December 1, 1998 (the "Interlocal Agreement"), initially by and among the City of Stuart,
Florida, the City of Deland, Florida and the City of Rockledge, Florida. Subsequent to that date,
other municipalities and counties have joined in the Interlocal Agreement, including Gadsden
County, Florida, Jackson County, Florida and Leon County, Florida.

The Issuer is a separate legal entity created for the purpose of enabling participating
municipalities and counties or other participating governmental entities to finance or refinance
(including reimbursement of prior expenditures) undertakings on a cooperative and cost effective
basis and to benefit from the economies of scale associated with larger scale financings which
might otherwise be unrealized if separate financings were undertaken. The Bonds are being
issued in furtherance of the Issuer's program (the "Program") of making loans to participating
governmental units. Pursuant to the Interlocal Agreement, the Issuer has the power to issue,
from time to time, in various series, bonds, notes or other obligations to finance and re-finance
loans to participating governmental entities.

Membership in the Issuer consists of those governmental entities which from time to time
have been admitted to membership by the affirmative vote of two-thirds of the board of directors
of the Issuer and which have joined in the Interlocal Agreement. While membership in the
Issuer is open to other governmental entities, membership in the Issuer is not a pre-condition to
becoming a Borrower under the Program.

The Issuer is governed by a board of directors which consists of not less than one or more
than seven elected public officials, each of which shall be appointed by the President of the
Florida League of Cities, Inc. There is no limitation upon the term of office of a director, and
directors serve until the expiration of their term in elected office, their resignation or their
removal. A director may be removed upon the affirmative vote of at least two-thirds of the
members of the Issuer.

The duration of the Issuer shall continue so long as any obligation of the Issuer or any
obligation of any participating governmental entity issued under the Program remains
outstanding.

The Bonds constitute the twenty-first series of bonds to be issued by the Issuer.

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)



The current Board of Directors of the Issuer consists of the following elected officials

Chairman Isaac Salver, Councilman, Town of Bay Harbor Islands
Vice-Chair Laurence 1. Ady, Council Vice-Chair, City of Belle Isle
Frank C. Ortis, Mayor, City of Pembroke Pines
Carmine Priore, Mayor Pro Tem, Village of Wellington
Julio Robaina, Mayor, City of Hialeah
Heyward Strong, Jr., Mayor Pro Tem, City of Valparaiso
Bill Arrowsmith, Vice Mayor, City of Apopka

THE ADMINISTRATOR AND THE ADMINISTRATION AGREEMENT
The Administrator

The Administrator of the Issuer's Program is the Florida League of Cities, Inc., a Florida
non-profit corporation established in 1922. The mission of the Administrator, as outlined in its
charter, is primarily to provide assistance to Florida municipalities on matters of common
interest. The Administrator will provide loan origination and administration services under the
Indenture pursuant to the Program Administration Agreement (hereinafter described).

The Administrator is a Florida corporation not-for-profit. The Administrator is organized
on a non-stock membership basis. The members of the Administrator consist of over 400 Florida
cities and counties. The Administrator is governed by a Board of Directors consisting of 54
members. Directors are elected by the members of the Administrator.

In addition to the Issuer's twenty outstanding bond issues, the Administrator has also
provided loan origination and administration services in connection with other prior loan pools
established by entities other than the Issuer and, in that capacity, has participated in the
origination of numerous loans to Florida municipalities and counties.

In addition to loan pool origination and administration services, the Administrator
provides services to its members in the areas of pool insurance and advice on current and
emerging constitutional, legislative, and regulatory issues. The Administrator has 160 full-time
employees and an annual operating budget of approximately $26.0 million.

The Bonds are not obligations of the Administrator. The Administrator is neither
obligated nor expected to advance its own funds to pay principal of or interest on the Bonds or to
perform the other obligations of the Issuer under the Indenture.

The Administration Agreement

The Issuer and the Administrator have entered into an ongoing Administration
Agreement (the "Administration Agreement"). Under the terms of the Administration
Agreement, the Administrator agrees to receive and review applications of municipalities and
counties to participate in the Program and to forward the same to any institutions as may be
providing credit support for the Program. The Administrator agrees to meet with representatives
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of applicants and to aid applicants in determining whether to participate in the Program. The
Administrator agrees to abide by the terms of the Indenture and to use its best efforts to ensure
that the Loans comply with the terms of the Indenture. Under the terms of the Administration
Agreement, the Administrator is to be paid a semi-annual fee based upon the principal balance of
all Loans outstanding. The annual amount of the fee does not exceed 1/10 of one percent of the
par amount of the Loans outstanding, and based upon the original par amount at issuance for
each individual Loan, the fee decreases as a percentage as the par amount increases above certain
levels.

ESTIMATED SOURCES AND USES OF FUNDS

The following table sets forth the estimated sources and uses of funds in connection with
the Bonds:

SOURCES OF FUNDS:
Par AINOUNT ....oeiiiiiiiieeeieee ettt e et e e e e eae e e eeeaeeeeesaaeeeeeanns $48.235,000.00
Net Original Issue DiSCOUNt.........ccccviiiiiiieeiiieeiee et (400,343.80)
TOTAL SOURCES ...ttt $47,834,656.20
USES OF FUNDS:
Project Loan FUund............coceeiiiiiiiiieicceceeeeee e $46,004,413.12
Capitalized INTETEST ...c..eeeeieiiieiieiie e 875,584.90
COStS OF ISSUANCE" ... 954,658.18
TOTAL USES ...ttt sttt st st neeens $47,834,656.20

) This includes legal fees, Underwriter's discount, costs of printing and other incidental
expenses.

SECURITY AND SOURCES OF PAYMENT
Limited Obligations; Trust Estate

The Bonds are not a general debt, liability or obligation of the Issuer, but are
limited obligations of the Issuer, payable solely from (i) the payments to be made by the
Borrower pursuant to the Loan Agreement, (ii) all amounts in certain funds and accounts
created pursuant to the Indenture, and (iii) all Revenues, and any and all other property,
rights and interest of every kind and nature from time to time hereafter by delivery or by
writing of any kind subjected to the Indenture, as and for additional security for the Bonds,
by the Issuer or by any other person on its behalf or with its written consent (collectively,
the "Trust Estate'"), as more fully described herein. The obligation of the Borrower
pursuant to the Loan Agreement is not a general debt, liability or obligation of the
Borrower, but is a limited obligation of the Borrower payable from the sources described
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herein. The Bonds are not a debt, liability or obligation of the State of Florida or any
political subdivision or entity thereof other than the Issuer.

Pledge of Net Revenues

The Trust Estate Bonds includes "Revenues," which are defined in the Indenture to mean
Loan Repayments paid to the Trustee and all receipts of the Trustee credited to the Borrower
under the provisions of the Loan Agreement. Payments due under the Loan Agreement are
secured by a pledge of the Pledged Revenues, as described above, including primarily the Net
Revenues of the System. "Net Revenues" is defined in the Loan Agreement to mean the Gross
Revenues of the System after deduction of the Cost of Operation and Maintenance. "System" is
defined in the Borrower Ordinance to mean, collectively, the City's water system and its sewer
system and, upon compliance with certain requirements of the Borrower Ordinance, may include
certain other utility functions. See "APPENDIX D — Form of the Loan Agreement" and
"APPENDIX F — Form of the City of Hialeah Bond Ordinance," herein. "Gross Revenues" is
defined in the Borrower Ordinance to mean all income and earnings, including Connection Fees,
received by the Borrower or accrued to the Borrower from the ownership, use or operation of the
System and all parts thereof, moneys deposited from the Rate Stabilization Fund into the
Revenue Fund in accordance with the terms of the Borrower Ordinance, provided any moneys
transferred from the Rate Stabilization Fund into the Revenue Fund within 90 days following the
end of a Fiscal Year may be designated by the Borrower as Gross Revenues of such prior Fiscal
Year, and shall also include investment income, if any, earned on any fund or account created
pursuant to the Borrower Ordinance, except the Rebate Fund, the Sewer System Capital
Facilities Fee Fund, the Water System Capital Facilities Fee Fund, and also including any
income or earnings (including investment income) derived from the System in any prior Fiscal
Year and which is redeposited into the Revenue Fund, all as calculated in accordance with
generally accepted accounting principles, and any payment received by the Borrower pursuant to
a Qualified Agreement as contemplated in the Borrower Ordinance, but "Gross Revenues" or
"Revenues" under the Borrower Ordinance shall not include any direct subsidy payments
received from the United States Treasury relating to "Build America Bonds" issued pursuant to
Section 54AA of the Code or any other interest subsidy or similar payments made by the federal
government, proceeds from the sale or other disposition of the System or any part thereof,
condemnation awards or proceeds of insurance received with respect to the System and moneys
deposited to the Rate Stabilization Fund from the Surplus Fund, including any moneys
transferred from the Surplus Fund to the Rate Stabilization Fund within 90 days following the
end of a Fiscal Year which the Borrower determines not to be Gross Revenues of such prior
Fiscal Year, Contributions in Aid of Construction, Sewer System Capital Facilities Fees, Water
System Capital Facilities Fees, or unrealized gains or losses from investments. See "APPENDIX
F — Form of the City of Hialeah Bond Ordinance."

The term "Cost of Operation and Maintenance" is defined in the Loan Agreement as the
then current expenses, paid or accrued, in the operation, maintenance and repair of the System,
as calculated in accordance with generally accepted accounting principles, including, but not
limited to, general administrative and indirect labor costs, personal services, contractual services,
repairs and maintenance, and maintenance and supplies, but shall not include expenses not
annually recurring, any reserve for renewals and replacements, extraordinary repairs or any
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allowance for depreciation, any Bond Service Requirement, any payments in lieu of taxes,
franchise fees or other transfers.

Rate Covenant

In the Borrower Ordinance, the Borrower covenants to fix, establish, revise from time to
time whenever necessary, maintain and collect always such fees, rates, rentals and other charges
for the use of the products, services and facilities of the System which will always provide:

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

(11) Net Revenues in each Fiscal Year sufficient to pay one hundred five percent
(105%) of the Bond Service Requirement on all Outstanding Bonds in the applicable Bond Year;
and Net Revenues, Water System Capital Facilities Fees and Sewer System Capital Facilities
Fees in each Fiscal Year sufficient to pay at least one hundred twenty percent (120%) of the
Bond Service Requirement on all Outstanding Borrower Bonds in the applicable Bond Year.

In addition to compliance with either subparagraph (i) or (ii) above, Net Revenues in
each Fiscal Year shall also be sufficient to provide one hundred percent (100%) of the Bond
Service Requirement on all Outstanding Borrower Bonds in the applicable Bond Year, any
amounts required by the terms of the Borrower Ordinance to be deposited into the Reserve Fund
or with any Credit Facility Issuer as a result of a withdrawal from the Reserve Fund, the
Renewal, Replacement and Improvement Fund and debt service on other obligations payable
from the Net Revenues of the System, and other payments, and all allocations and applications of
revenues therein required in such Fiscal Year.

Flow of Funds for the Bonds

The Borrower Ordinance provides for the establishment of various funds and accounts
related to Borrower Bonds, all to be held by the Borrower. The Borrower has covenanted in the
Borrower Ordinance that all Gross Revenues shall be deposited into the Revenue Fund
established pursuant to the Borrower Ordinance.

All Net Revenues in the Revenue Fund, after payment of the Cost of Operation and
Maintenance, are required to be disposed of monthly, but not later than the twenty-fifth (25th)
day of each month, in the following manner and the following order of priority:

(1) The Borrower shall first deposit into or credit to the Bond Service Fund
established under the Borrower Ordinance, to the following accounts, in the following order
(except that payments into the Interest Account and Parity Contract Obligations Account shall be
a parity with each other, and payments into the Principal Account and Redemption Account shall
be on a parity with one another), the following identified sums:
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(a) Interest Account. One-sixth (1/6th) of all interest coming due on all
Outstanding Bonds on the next interest payment date, together with any fees and charges
of the Paying Agent therefor.

(b) Parity Contract Obligations Account. A pro rata estimated amount
necessary to build up over time the amount of any Parity Contract Obligation which will
next be due and payable or reasonably expected to be due and payable under any
Qualified Agreement on the next payment date thereunder; provided, however that the
monthly amount to be so deposited may be adjusted, as appropriate, to reflect the
frequency of payment dates thereunder (e.g., if such Parity Contract Obligations are
required to be paid semi-annually, the Borrower shall be required to monthly deposit an
amount which is estimated to equal one-sixth (1/6th) of the next such payment).

(©) Principal Account. Such sum as will be sufficient, together with the funds
then on deposit therein, to pay one-twelfth (1/12th) of the principal amount of the
Outstanding Bonds which will mature and become due on such annual maturity dates
beginning in the month which is twelve (12) months prior to the first principal maturity
date.

(d) Redemption Account. Such sum as will be sufficient to pay one-twelfth
(1/12th) of any Amortization Installment established for the mandatory redemption of
Outstanding Bonds on such annual maturity date beginning the month which is twelve
(12) months prior to the first Amortization Installment date.

(e) Reserve Fund. To the extent that the amounts on deposit in the Reserve
Fund are less than the Reserve Requirement, the Reserve Fund shall be restored, after the
application as described above, from the first moneys available in the Revenue Fund;
provided, that in the event of a withdrawal, in no event shall the Borrower be required to
deposit an amount greater than the amount necessary to restore the Reserve Fund to the
Reserve Requirement within sixty (60) months of the date of such withdrawal. As
otherwise described herein, no portion of the Reserve Fund secures the Borrower's
obligation under the Loan Agreement or the Bonds.

(2) From the moneys remaining in the Revenue Fund, the City shall next deposit into
the Subordinated Debt Service Fund an amount required to be paid as provided in the ordinance
or agreement of the Borrower authorizing such Subordinated Debt, but for no other purposes.

3) The Borrower shall next apply and deposit monthly from the moneys remaining
on deposit in the Revenue Fund into the Renewal, Replacement and Improvement Fund, an
amount at least equal to one-twelfth (1/12™) of five percent (5%) of the Gross Revenues received
during the immediately preceding Fiscal Year. The moneys in the Renewal, Replacement and
Improvement Fund shall be used only for the purpose of paying the cost of extensions,
enlargements or additions to, or the replacement of capital assets of the System or emergency
repairs or extraordinary repairs thereto. No further deposits shall be required to be made into the
Renewal, Replacement and Improvement Fund when there shall be on deposit therein an amount
equal to or greater than one percent (1%) of the gross book value of the fixed assets of the
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System pursuant to generally accepted accounting principles, or such other amount as may be
determined from time to time by the Consulting Engineer. Funds on hand in the Renewal,
Replacement and Improvement Fund may be used to pay the current Cost of Operation and
Maintenance to the extent moneys on deposit in the Revenue Fund are insufficient for such
purposes. The moneys on deposit in such fund may also be used to supplement the Reserve
Fund, if necessary, in order to prevent a default in the payment of the principal and interest on
Borrower Bonds.

4) The balance of any moneys remaining in the Revenue Fund after the above
required payments have been made shall be deposited into the Surplus Fund and may be used for
any lawful purpose; provided, however, that none of said money shall be used for any purposes
other than those specified above unless all current payments, including any deficiencies for prior
payments, have been made in full and unless the Borrower shall have complied fully with all the
covenants and provisions of the Borrower Ordinance.

As described above, the Borrower Ordinance provides for a Reserve Fund that may be
used to secure Borrower Bonds. However, no account of such Reserve Fund has been
established with respect to the Borrower’s obligation under the Loan Agreement or
otherwise secures the Bonds.

Additional Bonds: Permitted Parity Indebtedness

No additional Bonds or debt of the Issuer may be issued pursuant to the Indenture.
However, the Issuer may issue additional indebtedness, including future series of bonds, for any
other purposes of the Issuer (including in order to make loans to the Borrower), provided that
such indebtedness may not be payable from the Trust Estate pledged to the repayment of the
Bonds. There is no limitation on the issuance of additional debt by the Borrower except per the
limits of the Borrower’s Bond Ordinance. The Bond Ordinance provides that no Additional
Parity Obligations shall be issued after the issuance of the Borrower Bonds authorized therein,
except upon the conditions and in the manner set forth below.

There shall have been obtained and filed with the Clerk a certificate of the Borrower’s
Finance Director stating: (a) that the books and records of the Borrower relative to the System
and Net Revenues, and if applicable, the Sewer System Capital Facilities Fees and the Water
System Capital Facilities Fees, have been reviewed by the Finance Director; and either (b) that
the amount of the Net Revenues derived for any consecutive twelve (12) months out of the thirty
(30) months preceding the date of issuance of the proposed Additional Parity Obligations (the
"Test Period") adjusted as provided in the Borrower Ordinance, is equal to not less than 110% of
the Maximum Bond Service Requirement becoming due in any Bond Year thereafter on (A) all
Borrower Bonds issued under the Borrower Ordinance, if any, then Outstanding, and (B) on the
Additional Parity Obligations with respect to which such certificate is made, or (c) that Net
Revenues during the Test Period adjusted as provided in the Borrower Ordinance are equal to not
less than 105% of the Maximum Bond Service Requirement becoming due in any Bond Year
thereafter on (A) all Borrower Bonds issued under the Borrower Ordinance, if any, then
Outstanding, and (B) on the Additional Parity Obligations with respect to which such certificate
is made, and Net Revenues during the Test Period as so adjusted plus Sewer System Capital
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Facilities Fees and Water System Capital Facilities Fees during the Test Period are equal to not
less than 120% of the Maximum Bond Service Requirement becoming due in any Bond Year
thereafter on (A) all Borrower Bonds issued under the Borrower Ordinance, if any, then
Outstanding, and (B) on the Additional Parity Obligations with respect to which such certificate
is made.

The Borrower need not comply with provisions of the prior paragraph if and to the extent
the Borrower Bonds to be issued are Refunding Bonds, if the Borrower shall cause to be
delivered a certificate of the Finance Director of the Borrower setting forth the Average Annual
Debt Service Requirement (i) for the Borrower Bonds then Outstanding and (ii) for all Series of
Borrower Bonds to be immediately Outstanding thereafter and stating that the Average Annual
Debt Service Requirement pursuant to (ii) above is not greater than that set forth pursuant to (i)
above.

The Borrower need not comply with the provisions of the first paragraph above if and to
the extent the Borrower Bonds to be issued are for the purpose of providing any necessary
additional funds required for completion of any improvements to the System ("Completion
Bonds") if originally financed with the proceeds of Borrower Bonds; provided that such
Completion Bonds for which the Borrower need not comply with the provision of the first
paragraph above may not exceed 10% of the total principal amount of Borrower Bonds estimated
to be required for such improvements to the System at the time of issuance of the initial Series of
Borrower Bonds to finance such improvements.

THE PROJECT

The Borrower has historically purchased all of its treated water from Miami-Dade County
(the "County"). In 2007, the Borrower and the County entered into a Joint Participation
Agreement for the Reverse Osmosis Treatment Plant, providing for the construction and
operation of a reverse osmosis water treatment plant (the "Project"), initially producing ten
million gallons per day and capable of expansion to 17.5 million gallons per day, which will
provide potable water to the Borrower and also serve residents in the unincorporated area of the
County. The Borrower will operate the Project on behalf of itself and the County. The cost of
the Project will be split equally between the Borrower and the County, and the Borrower intends
to fund its portion of the cost of the Project through the Loan from the Issuer derived from
proceeds of the Bonds. The Borrower and the County have entered into an agreement reflecting
payment of incremental costs pursuant to an established cash flow schedule to provide for their
respective payments to finance the Project. The Project will be located on a 24-acre site in the
area recently annexed into the City of Hialeah as described under the heading "THE SYSTEM —
Service Area." The total project cost, including improvements to be made by the Borrower, is
estimated at approximately $100 million. The Borrower has awarded construction of the
building and plant portion of the Project to INIMA USA Construction Corporation under a
guaranteed maximum price contract of $55.7 million, subject to adjustments as provided therein.
Proceeds of the Bonds will be used to fund the Borrower's portion of amounts due under the
INIMA project, with the remainder of such proceeds used to either reimburse the Borrower for
costs previously incurred for the Project or to pay other capital Project costs allocated to the
Borrower. Construction of the Borrower's portion of certain Project items, including a
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production well, two injection wells, a monitoring well and a pump station, has commenced.
INIMA is nearing completion of final design of its portion of the Project, and is expected to
commence construction soon. The Project as a whole is estimated to be completed and
operational by March 2012. Either the Borrower or the County has received the majority of
permits necessary to complete the Project, including a consumptive use permit from the South
Florida Water Management District. Additional permits are needed (and expected to be
obtained) for certain pipelines and wells. See "THE SYSTEM" herein.

THE SYSTEM

The Borrower owns a water utility enterprise system (the "Water System") and a
wastewater utility enterprise system (the "Sewer System") (collectively, as more fully described
herein, the "System") which serves the citizens of the City of Hialeah. The physical plant of
each system is operated separately, but both systems are financially managed as a single utility
enterprise fund.

Service Area

The Borrower is located in north-central Miami-Dade County in the southeast part of
Florida, and currently encompasses an area of approximately twenty-three square miles. See
"APPENDIX H — General Information Concerning the City of Hialeah." From a population of
1,500 in 1925, the year the Borrower was incorporated, the Borrower has grown to a population
of approximately 225,000 residents and is ranked as the sixth largest city in Florida.

On March 19, 2004, the Borrower entered into an Interlocal Agreement with Miami-Dade
County annexing approximately three square miles of undeveloped area located along the
northwest corner of the Borrower between Highway I-75 and the Florida Turnpike. Prior to the
annexation of this area, the Borrower was virtually built-out. Although a small number of
developed units utilize septic tanks, approximately 99.98% of the Borrower's water customers
are also wastewater customers. The annexation area is generally vacant at this time and no
services are currently provided within the area. The Borrower is prepared to extend services to
the area incrementally, as development occurs.

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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Water and Wastewater Customers

City of Hialeah — Department of Water and Sewers
Total Number of Accounts

Total No. of
Year Residential Commercial Accounts
2003 51,102 656 51,758
2004 53,172 1,165 54,337
2005 53,099 1,232 54,331
2006 53,908 1,357 55,265
2007 53,407 1,233 54,640
2008 53,114 1,286 54,400
2009 53,271 1,309 54,580
2010 53,070 1,309 54,379

Source: City of Hialeah — Department of Water and Sewers — Utility Billing System.
Water System

Water Supply. Miami-Dade County through its utility enterprise operations has
historically provided wholesale treated potable water to the Borrower for re-pumping and
distribution throughout its service area for ultimate delivery to retail customers. The Borrower
has historically been the County's largest wholesale customer. The County water supply is
obtained from wellfields generally near the Everglades in the western part of the County that
primarily tap the surficial Biscayne Aquifer, a non-artesian (or near-surface) aquifer which
underlies an area of about 3,200 square miles in Miami-Dade, Broward and Palm Beach
Counties, and treated by lime softening at several treatment facilities (including two in the City
of Hialeah) before delivery to customers. The County currently supplies virtually all the potable
water distributed by the municipal utilities operating in Miami-Dade County and could be forced
to limit or pro rate supplies in the unlikely event of a shortage. After completion of the Project
(see "THE PROJECT," herein), the new reverse osmosis treatment facility, which will utilize
saltier water from the deeper Floridian aquifer, will provide a portion of the Borrower's treated
water needs, although the Borrower expects to continue to purchase a portion of its potable water
from the County. The table below sets forth the monthly amount of water purchased by the
Borrower during its fiscal year ended September 30, 2010:

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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City of Hialeah — Department of Water and Sewers
Water Billed by Miami-Dade Water and Sewer Department for Fiscal Year 2010

Month Gallons/Month
October -09 809,790,000
November-09 681,190,000
December-09 678,860,000
January-10 803,385,000
February-10 810,005,000
March-10 664,160,000
April-10 820,500,000
May-10 737,100,000
June-10 794,000,000
July-10 701,916,000
August-10 806,644,000
September-10 795,910,000
TOTAL 9,103,460,000
AVERAGE DAILY FLOW

(millions) 24.941

Source: Monthly Invoices from MDWASD to the City of Hialeah — Department of Water
and Sewers.

Such purchased water is billed to the Borrower, by means of a volume-based fee charged
to the County's volume customers, which rate is based on the volume utilized and multiplied by a
number of factors, including the County's costs of operation and maintenance, renewal and
replacement funding, debt service, transmission and administration. The charge has been
imposed pursuant to a Contract Providing for the Rendition of Water Service, dated September 7,
1997, as amended by Amendment Number One dated July 22, 1997 (collectively, the "Prior
Water Agreement"). The Prior Water Agreement by its terms expired in 2007, but the parties
have continued to operate pursuant to it. The Prior Water Agreement provides that, if the
Borrower shall fail to pay amounts due thereunder, the County shall have the right to apply for a
court receivership to be appointed as a receiver to operate the Borrower's water facilities and
collect from the Borrower's customers the amounts due the County. The Borrower expects to
enter into a new water agreement with the County, replacing the Prior Water Agreement, by
March 2012. Execution of such new agreement is a condition of the consumptive case permit
granted by the South Florida Water Management District with respect to the Project. The
wholesale water rate paid by the Borrower in fiscal year 2010 was $1.5630 per thousand gallons.
The table below sets forth the amount paid by the Borrower for purchased water for the fiscal
years ended September 30, 2005 through September 30, 2009:

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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City of Hialeah — Department of Water and Sewers
Purchased Water Costs”

Fiscal Year Amount
2005 $6,253,142
2006 8,357,785
2007 8,008,789
2008 7,865,285
2009 10,562,803

Source: City of Hialeah — Department of Water and Sewers.
)" The Borrower also collects a 7.5% fee on the amount of water and sewer billed that is
remitted to Miami-Dade County.

The Borrower has engaged Milian, Swain & Associates, Inc. to conduct a leak detection
study to determine whether there are any leaks in the System resulting in increased water
purchases. In November 2010, the Borrower received a letter from Tenet Healthcare, owner of
Palmetto Hospital, requesting, after a replacement of water meters at the facility, an inspection of
the old meters and a determination of whether any billing error occurred with respect thereto.
The Borrower, although not aware of any error, has begun looking into the matter. The financial
impact associated with a billing error, if there is one, is not expected to have a materially adverse
impact on the Net Revenues or financial health of the System.

Water Conservation. The service area is subject to wide fluctuations in rainfall, not only
in total annual amount, but also month-to-month. An extended dry period usually results in
substantial water usage for residential irrigation and corresponding peak demands on the System.
In response, the Borrower encourages water conservation through certain water use restrictions,
rates and other methods. Since March 2007, Miami-Dade County has been under enforced water
restrictions imposed by the South Florida Water Management District.

Delivery Points, Storage and Pumping Facilities. The County provides wholesale potable
water to the City at three metered delivery points. The metered delivery points each supply a
pumping station owned and operated by the Borrower to meet the potable water, fire protection
and pressure needs of the System.

The Borrower also owns a two million gallon ground water storage tank located at W
84th Street and 13th Avenue. The tank is a Crom prestressed concrete tank measuring 110 feet
in diameter and is 28 feet high, almost 10" thick at the base wall tapering to 4" thick at the upper
sidewall. It has been out of service for more than fifteen years, but the City contracted to have
the tank inspected in 2004, with a request for recommendations to put the structure into a first-
class serviceable condition. The inspection report indicated no structural damage to the roof
exterior or interior, small normal hairline cracks, and an evaluation that the tank could be put
back into service with cleaning and repainting and only certain mechanical modifications and
minor repairs. The Borrower expects to eventually utilize the storage facility, but has not
established a date for its placement back into service.
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Distribution System. The water distribution system consists of over 500 miles of water
mains ranging from %" to 30 inches in diameter and more than 3,000 fire hydrants.

Wastewater System

At the present time, the Borrower does not own any wastewater treatment plant facilities.
Wastewater collected within the Borrower’s service area is, pursuant to a Sewage Disposal
Service Contract between the County and the Borrower, dated February 13, 1979, as amended
(the "Sewage Disposal Contract"), pumped to three County pump stations that re-pump the
wastewater to the County’s north district regional sanitary sewer wastewater treatment plant,
where it is treated and disposed of. The Borrower’s wastewater collections system consists of
eighty-seven pump stations, three of which are master lift stations with four pumps each and
generators capable of providing auxiliary power as needed during power failures. The system
includes 83 lift station service areas, approximately 460 miles of gravity sewer mains and laterals
ranging from 4 inches to 54 inches in diameter and more than 6,500 manholes. The force main
network includes approximately 37 miles of pressurized pipe ranging in size from 4 inches to 24
inches in diameter.

The Sewage Disposal Contract expired by its terms in 2009, although the Borrower and
the County have continued to operate pursuant to it. Pursuant to the Sewage Disposal Contract,
the County charges the Borrower a volume based fee, with metered volumes multiplied by
County operation and maintenance expenses, renewal and replacement costs, debt service costs
and administrative expenses. The Borrower expects to enter into a new contract for wastewater
treatment, replacing the Sewage Disposal Contract, by March 2012. The County's charge for
wastewater treatment in fiscal year 2010 was $2.0436 per thousand gallons.

The County currently disposes of its treated wastewater by outfalls into the Atlantic
Ocean (two plants) and deep well injection into the Florida aquifer (one plant). On June 30,
2008, the Florida Governor signed a bill into law that prohibits the construction of new ocean
outfalls and the use of existing ones for disposal of average flows by 2025. The new law, which
became effective July 1, 2008, requires the County to (i) submit a plan by 2013 for compliance
with the advanced wastewater treatment and management requirements related to the use of
nutrient removal and high level disinfection technology; (ii) meet the provisions of the advance
wastewater treatment and management requirements by December 31, 2018, either by (a)
provision of advanced wastewater treatment to all ocean outfall flows, or (b) reducing the
volume of wastewater effluent disposed through ocean outfall flows between December 31, 2008
and December 31, 2025 so that the reduction in nutrients discharged would be the same as with
advanced wastewater treatment, or (c) use of a combination of advanced wastewater treatment
and diversion of ocean outfall flows to meet the nutrient reduction level required on December
31, 2018. By December 31, 2025, a fully functioning reclaimed water system must be installed
using a minimum of 60% of the ocean outfall flows for irrigation, groundwater replenishment,
industrial cooling or other acceptable forms of reclaimed water. The County's expected cost of
eliminating the two large ocean outfalls is expected to be substantial. No assurance can be given
as to how much or when these expenditures will affect the rates charged to the Borrower's
wastewater customers.
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As described under the subheading "Government Regulation - Pump Station I/I" below,
the Borrower has implemented a system-wide sewer condition assessment and rehabilitation
program in an attempt to comply with a consent order imposed by the County and reduce
infiltration and inflow into the sewer system. As of 2010, the cost of relining large portions of
the sewer system exceeded $11.8 million, but the Borrower believes it is already receiving
benefits by means of lower volume-based treatment charges because of reduced wastewater
flows to the County for treatment.

The table below sets forth the monthly sewer flows treated by Miami-Dade County for
the Borrower for the Borrower’s fiscal year ended September 30, 2010:

City of Hialeah — Department of Water and Sewers
Sewer Flows as Billed by Water and Sewer Department for Fiscal Year 2010

Month Gallons/Month
October-09 502,206,200
November-09 488,908,600
December-09 683,328,300
January-10 503,324,000
February-10 521,997,200
March-10 581,035,300
April-10 516,071,100
May-10 445,069,000
June-10 618,195,800
July-10 584,415,600
August-10 642,219,300
September-10 816,517,300
TOTAL 6,903,287,700
AVERAGE DAILY FLOW

(millions) 18.913

Source: Monthly Invoices from MDWASD to the City of Hialeah — Department of Water and
Sewers.
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The table below sets forth the cost for treatment of wastewater generated within the
service area of the Borrower for the fiscal years ending September 30, 2005 through 2009. As
can be seen, these numbers have decreased over the past five years, which the Borrower
attributes to a reduction in infiltration and inflow:

Year Cost

2005 $18,811,904
2006 15,277,538
2007 13,380,413
2008 14,187,552
2009 11,160,592

Source: City of Hialeah — Department of Water and Sewers.

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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Historical Revenues and Expenditures

The table set forth below shows historical revenues and expenditures of the System for
the past five fiscal years ending September 30:

Audited Audited Audited Audited Unaudited
2006 2007 2008 2009 2010
Operating revenues:
Metered water sales $14,958,001  $14,504,373  $14,765,828 $14,907,080  $16,314,171
Sanitary sewer service 26,352,078 25,465,066 26,286,533 26,710,230 27,863,732
Sanitation fees - - - - -
Other® 1,591,834 866,921 1,159,311 1,204,700 858,641
Total operating revenues 42,901,913 40,836,360 42,211,672 42,822,010 45,036,544
Operating expenses:
Operating administrative and 33,992,197 32,708,709 35,804,984 35,962,861 42,051,542
maintenance
Depreciation 2,992,574 3,045,757 3,050,531 3,447,045 3,500,000
Total operating expenses 36,984,771 35,754,466 38,855,515 39,409,906 45,551,542
Operating Income (loss) 5,917,142 5,081,894 3,356,157 3,412,104 (514,998)
Non-operating revenues (expenses):
Interest income 2,597,400 3,361,773 1,995,210 1,929,614 1,419,630
Interest expense (247,180) (104,694) (32,588) (161,336) -
Transfers - - - - -
Net non-operating revenues (expenses) 2,350,220 3,257,079 1,962,622 1,768,278 1,419,630
Income (loss) before contributions 8,267,363 8,338,973 5,318,779 5,180,382 904,632
Capital contributions 457,207 3,557,718 4,413,317 3,119,117 8,323,446
Change in net assets 8,724,570 11,896,691 9,732,096 8,299,499 9,228,078
Net assets — beginning 106,931,017 115,655,587 127,552,277 137,360,640 145,660,139
Net assets — ending $115,655,587 $127,552,278 $137,284,373  $145,660,139° 154,888,217
NOTES:

Q)
@

Unaudited obtained from trial balance.

Other revenue includes miscellaneous charges (reconnection charges, returned check charges, new account charges, etc.)
and impact fees.

The Borrower attributes the increase in operating expenses in fiscal year 2008 in part to an increase in overhead

allocation implemented during such fiscal year.

Adjusted per the audited financial statements.

Adjusted per the audited financial statements.

The Borrower attributes the increase in operating expenses in fiscal year 2010 in part to (i) an increase in purchased water
from the County and (ii) the County's true-up in the amount due and owing for water purchases in fiscal year 2008, and
(iii) an additional increase in overhead allocation implemented during such fiscal year.

(©)

Q)
®)
(©)

Source: City of Hialeah — Department of Water and Sewers.
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The Borrower currently has no other debt outstanding secured by a pledge of the
revenues of the System. The System does, however, owe certain amounts to the Borrower's
general fund as a result of internal loans. See "APPENDIX I — Audited Financial Statements of
the City of Hialeah for the year ended September 30, 2009 and Unaudited Financial Statements
related to the Water and Sewer System for the year ended September 30, 2010."

For a projection of future revenues and expenses and debt service coverage of the
System, see "APPENDIX G — City of Hialeah Department of Water and Sewers Engineering
Assessment Report."

System Staff

The System presently employs approximately 100 persons. The System is managed by
Armando Vidal, P.E., who reports to the Mayor and administers the activities of the construction,
operation and maintenance of the System facilities. The following are brief biographies of key
personnel of the System:

Alfredo Hernandez, Water Distribution Supervisor (Acting Appointment). Mr. Hernandez
has been working for the Department in water distribution since August 1986. He holds a B-
certificate in water distribution and a C-certificate in wastewater collection. Mr. Hernandez, as
the Water Section Supervisor, is in charge of the day-to-day activities of the Section, including
service connections and disconnections, new construction and repairs and maintenance. Mr.
Hernandez also supervises the Meter Room which is responsible for meter maintenance, testing
and water quality sampling collection.

James Morris, Sewers and Pump Station Supervisor (Acting Appointment). Mr. Morris
started working with the Department in August of 1986. He has worked in all sections in the
Operations Division (Water, Wastewater, and Pump Division). He holds a C-certificate in Water
and Wastewater. He is also certified in the repair and maintenance of Flygt Pumps. As
the Sewer Section Supervisor he is in charge of the day-to-day activities of the Section, including
service connections and disconnections, new construction and repairs and maintenance.
Mr. Morris is also responsible for the daily maintenance of 86 sewage pump stations in the
collection and transmission system, including three regional stations.

Jose Rodriguez, P.E., Engineering Coordinator. Mr. Rodriguez has a B.S. in
Meteorology 1972, B.S. in Civil Engineering 1983. He is a Professional Engineer registered in
the State of Florida. Mr. Rodriguez started with the City of Hialeah Department of Water and
Sewers in 2004. He is responsible for the review and approval of utility designs for permitting,
the preparation of engineering reports for regulatory agencies, and other engineering-related
matters.

Armando Vidal, P.E., Director. Mr. Vidal, with over 39 years of experience, is a
graduate engineer with a B.S.C.E. and a Masters in Public Administration. Mr. Vidal is also a
Professional Engineer, registered in the State of Florida. Mr. Vidal first joined the Department as
the Assistant Director in May 1998 and became the Director in October 1998. Previously Mr.
Vidal was the Director of Miami Dade County Public Works Department and became the Miami
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Dade County Manager from 1995 to 1998. Mr. Vidal is responsible for the day-to-day
management of the Department and acts as the project manager for the City's Sewer
Rehabilitation Program and the Reverse Osmosis Water Treatment Plant. Mr. Vidal holds
several certificates in related engineering disciplines.

Government Regulation

Since the System is mainly a collection and distribution system and at the present time
does not include either water production and treatment facilities or wastewater treatment and
disposal facilities, much of the current government regulation governing the System is from
Miami-Dade County pursuant to the Miami-Dade County Code. Pursuant to Section 24-42 of the
Miami-Dade County Code, the County regulates such matters as prohibited discharges,
infiltration and inflow, pump station operation, overflows, and pretreatment standards. See
"Government Regulation—Pump Stations I/I" below for a discussion regarding a consent order
entered into between the Borrower and the County with respect to inflow and infiltration. Upon
completion of the Project, the reverse osmosis water treatment facility co-owned by the
Borrower and the County will be subject to regulation by federal and state authorities, as
described below. In addition, the County’s wastewater treatment facility that treats wastewater
generated within the Borrower’s service area and the water production facilities that currently
provide wholesale potable water to the Borrower are likewise subject to regulation by federal and
state authorities. Although the Borrower is unaware of any pending regulatory actions with
respect to such wholesale facilities, it would not necessarily be apprised of such, and any
regulatory actions associated therewith could have a direct impact on rates the Borrower is
required to pay for both wholesale treated water and the treatment of wastewater generated
within the Borrower’s service area.

Water Supply Regulation.

1. Federal. All water supply systems in the United States which provide water to at
least 15 service connections or 25 individuals are subject to the provisions of, and to regulation
by the Environmental Protection Agency ("EPA") under the Safe Drinking Water Act (the
"SDWA"). The EPA has promulgated nationwide drinking water regulations which specify the
maximum level of harmful contaminants allowed in drinking water and which govern the
construction, operation and maintenance of water supply systems as required by SDWA.

2. State. Under the terms of the SDWA, a state has primary enforcement
responsibility for public water systems if the EPA determines that the state's drinking water
regulations are at least as stringent as the federal drinking water regulations. Florida has adopted
all of the primary and secondary regulations promulgated by the EPA pursuant to the SDWA as
part of its drinking water program. Consequently, regulation of the water system is primarily
under the jurisdiction of the State of Florida. The Borrower's water system has consistently met
all Florida Department of Environmental Protection ("FDEP") requirements. In addition,
withdrawal of water from Florida underground sources is regulated by the several regional water
management districts, including in the Borrower's case the South Florida Water Management
District. As described under the headings "THE PROJECT" and "THE SYSTEM — Government
Regulation — Regulation of Miami-Dade County" herein, the consumptive use permit required
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for the Project has been obtained from the Water Management District by the County through the
County's overall water production authority permitting.

Wastewater Regulations.

Federal. The provisions of the Federal Water Pollution Control Act, the Clean Water Act
of 1977 (the "Clean Water Act"), the Marine Protection, Research and Sanctuaries Act of 1972
("MPRSA") and related regulations affect the wastewater system. Federal enforcement of these
statutes is entrusted to EPA.

Under the Clean Water Act, EPA administers an extensive program of federal capital
construction grants (the "Construction Grants Program") and oversees compliance with
regulations and guidelines it has promulgated concerning (i) wastewater treatment plant
construction, operation, maintenance, upgrading and rehabilitation, (ii) introduction of toxins and
other pollutants into wastewater treatment facilities and (ii1) pollutant discharges from all point
sources. Included in that regulatory framework is the National Pollutant Discharge Elimination
System ("NPDES") Permit Program and the issuance of wastewater treatment plant operating
permits. The required NPDES permit and a state permit have been combined into one permit
issued by FDEP.

The Clean Water Act also directs the EPA to address the problem of discharges of toxins
and other substances that must be met by specific industries ("Categorical Standards") and has
directed that publicly-owned treatment facilities establish and enforce industrial pretreatment
programs.

The EPA pursuant to the Clean Water Act has indicated its intent to establish numeric
criteria for certain nutrients (specifically, phosphorous and nitrogen) for both flowing waters and
marine waters in Florida. Although the EPA initially delegated establishment of such rule to the
FDEP, EPA has taken back over the establishment of said rule. EPA’s proposed criteria are
lower than that currently achieved even by advanced wastewater treatment processes in place in
Florida, which could necessitate mandatory upgrades to meet the new criteria. The Florida
Water Environment Association Utility Council and other local government agencies have filed
legal action challenging the proposed criteria. At this point the Borrower is unable to predict
whether and when new, more stringent criteria will be imposed and what impact, financial
and otherwise, the same might have on the Borrower and the System.

State. State regulations set forth various permitting requirements applicable to the
wastewater system. Construction of new wastewater facilities or the modifications of existing
facilities requires a construction permit issued by the FDEP. Prior approval from the FDEP is
required to place new collection and transmission systems into operation. In addition, operation
of all treatment and disposal facilities requires an operating permit from the FDEP.

State regulations establish various standards with which the System must comply in
operating the wastewater system. The regulations set forth (i) criteria and standards for the
FDEP in granting permits to construct or modify domestic wastewater facilities, including
specific guidelines for the design and construction of gravity wastewater systems and collection
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and transmission systems; (ii) criteria for the discharge of domestic wastewater effluent to
certain wetlands; and (iii) standards for treating wastewater before discharge into disposal
systems, surface waters, spray irrigation, ocean outfalls or underground geological formations.

In addition to the water effluent limitations set forth above, all activities of the System
and all discharges from the wastewater system and the Borrower's stormwater drainage system
must also meet certain water quality-based effluent limitations. The regulations prohibit the
FDEP from issuing a permit for a discharge to the waters of the State unless the FDEP has
established an effluent limit for those pollutants in the discharge that are present in quantities or
concentrations that can reasonably be expected to cause or contribute to a violation of the water
quality standards for the State's public water supply.

In addition, the regulations require owners of wastewater treatment plants to provide
monthly reports concerning the composition, concentration and treatment of the wastewater from
the treatment plants. The regulations set forth a schedule of required sampling of effluent
discharge for the following: flow, ph-chlorine residual, biochemical oxygen demand, suspended
solids and fecal coliform. Failure to maintain records of such sampling and to correct such
failure shall subject the wastewater treatment plant to revocation of its permit.

Pump Stations I/I. On February 21, 2007, in response to the Sewer Rehabilitation
Program Status Report submitted by the Borrower to the County on January 5, 2007, the County
notified the Borrower that the sanitary sewer system was not in compliance with Miami-Dade
County Code Section 24-42.2. The report indicated that thirty-five of the Borrower’s pump
stations were not in compliance with the requirements established in Section 24-42.2. As a
result, the Borrower entered into an Administrative Consent Agreement with the County in April
2007, concerning the thirty-five basins for which compliance with the 5,000 gallon per
day/inch/mile (gdpim) standard infiltration and inflow ("I/I") specified in the County Code had
not been demonstrated.

The Borrower has implemented a system-wide sewer condition assessment and
rehabilitation program and has performed various tasks including smoke testing, flow
monitoring, manhole inspection, televising sanitary sewer lines, evaluating sewer videotapes, and
performing remediation efforts with in-house and outside contractors. The program has been
highly successful in reducing I/I. The Borrower’s wastewater flow for treatment by the County
has declined over the past ten years as a result of the Borrower’s infiltration and inflow reduction
program.

Although the initial term of the Consent Agreement expired on September 15, 2010, the
Borrower has reached a verbal agreement to extend the deadline to September 15, 2012, with the
option to extend one additional year, to September 15, 2013, if needed.

Regulation of Miami-Dade County. As the current provider of wholesale purchased
water and treated wastewater to the Borrower, the County is subject to both federal and state
regulation as described above of its water production facilities and wastewater treatment plants.
As any regulatory action which imposes additional costs to the County’s operations are
ultimately passed on to its wholesale customers, including the Borrower, these actions may have
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significant effect on the Borrower, but it may be powerless either to know about them in advance
or to do anything to mitigate their effect. The Borrower is aware that there has been regulatory
action affecting the County’s water system with regard to ground water under direct influence of
surface water, disinfection byproducts and aquifer storage and recovery, and affecting the
County’s wastewater system with regard to effluent movement in the aquifer, inflow and
infiltration and overflow violations. At this point the Borrower is unaware of any specific
additional costs expected to be passed down as a result of such regulatory action, but can provide
no assurance that such costs will not in fact occur, or that additional regulatory actions may be
undertaken which will result in increased rates and charges to the Borrower’s customers. See
also "THE SYSTEM—Wastewater System" herein for a discussion of the proposed elimination
of the use of ocean outfalls for disposal of wastewater in Miami-Dade County.

Water and Wastewater Rates

Pursuant to city ordinance, as amended through the Borrower's budget process, the
Borrower has established the water and sewer charges set forth below. The Rate Consultant's
projections set forth in APPENDIX G attached hereto assume the rate increase recently
implemented by the Borrower with no additional rate adjustments needed over the period ending
with fiscal year 2015, other than an indexing of such rates to inflation, and the pass-through of
any increase in the costs of purchased water or sewer treatment and disposal received from
Miami-Dade County. The Borrower's rates are indexed to the "Consumer Price Index for all
Urban Consumers — United States City Average — All Items." See "APPENDIX G — City of
Hialeah Department of Water and Sewers Engineering Assessment Report."

FY2011
Prior Rates Rates Effective 1/1/11
Water Sewer Water Sewer
Monthly Charges

Readiness to Serve Charge $3.98 $4.50 $4.42 $4.57

Gallonage Charge (per 100 gls)
0-5,000 $0.168 $0.335 $0.187 $0.340
5,001 — 10,000 $0.182 $0.360 $0.202 $0.366
10,001 — 20,000 $0.191 $0.372 $0.212 $0.378
20,001 — 40,000 $0.207 $0.426 $0.230 $0.432
40,001 — 50,000 $0.207 $0.426 $0.230 $0.432
50,001 — 100,000 $0.225 $0.428 $0.250 $0.435
Over $0.225 $0.428 $0.2506 $0.435
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Bi-monthly Charges

Gallonage Charge (per 100 gls) $7.96 $8.80 $8.85 $8.94
Readiness to Serve Charge

0—5,000 $0.168 $0.335 $0.187 $0.340
5,001 — 10,000 $0.168 $0.335 $0.187 $0.340
10,001 — 20,000 $0.182 $0.360 $0.202 $0.366
20,001 — 40,000 $0.196 $0.389 $0.218 $0.395
40,001 — 50,000 $0.207 $0.426 $0.230 $0.432
50,001 — 100,000 $0.207 $0.428 $0.230 $0.435
Over $0.225 $0.428 $0.250 $0.435

Set forth below is a comparison of residential billing rates for the Borrower and certain
neighboring utilities as of February 2010:

Residential Service Assuming
7,000 Gallons of Utility Service

City of Hialeah Water Wastewater Total

Rates

Rates effective January 1, 2011 $17.51 $30.19 $47.70
Other Similar Utilities

City of Boca Raton $17.05 $20.39 $37.44
Miami-Dade Water & Sewer Dept. $12.57 $24.87 $37.44
City of Pembroke Pines $21.87 $24.27 $46.14
Palm Beach County $20.34 $25.81 $46.15
City of Orlando $13.62 $32.67 $46.29
City of Pompano Beach $22.51 $26.52 $49.03
City of Coral Springs $22.86 $31.25 $54.11
City of Tamarac $19.02 $35.52 $54.54
City of Coconut Creek $33.14 $25.59 $58.73
City of North Miami $26.21 $32.62 $58.83
City of Fort Lauderdale $21.83 $37.17 $59.00
City of Hollywood $21.15 $38.24 $59.39
Broward County $27.51 $34.22 $61.73
City of Boynton Beach $28.26 $35.40 $63.66
City of West Palm Beach $31.19 $35.33 $66.52
City of Sunrise $34.02 $40.42 $74.44
City of Margate $32.39 $57.86 $90.25
Average $23.46 $32.69 $56.15

Source: City of Hialeah — Department of Water and Sewers.
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Capital Facilities Fees and Connection Fees

The Borrower imposes a charge for all connections to the water or wastewater system,
which includes a meter connection fee ("Connection Fee") for physically connecting to the
System and an impact fee ("Capital Facilities Fee") for costs reasonably attributable to future
expansion of the System. The total of the two fees is referred to herein as the "Connection
Charge". In addition, the Borrower is required pursuant to County Ordinance No. 89-95, as
amended, to collect the County's water and wastewater impact fees from customers connecting to
the System. The Connection Fees are included within the definition of "Gross Revenues" and
pledged to secure the Borrower’s obligation under the Loan Agreement, while the Capital
Facilities Fees are not included within the definition of Gross Revenues. See "APPENDIX F —
Form of the City of Hialeah Bond Ordinance." By law, such Capital Facilities Fees may only be
used to fund growth-related improvements to the System. See "THE SYSTEM — Planned Capital
Improvements," below.

Currently, the Borrower collects Capital Facilities Fees from new connections to its water
and sewer systems under various Resolutions as follows:

e Resolution No. 293 provides for the assessment of a rated gallon per day charge to any new
building construction connecting to the water transmission and distribution system west of
the Palmetto Expressway (SR826) and north of Okeechobee Road. The water transmission
charge was established at $0.26 and the water distribution charge was established at $0.82
per daily rated gallon in accordance with the resolution. Currently, as updated in Resolution
306, the Department uses the daily rated gallonage provided by the County.

e Resolution No. 295 provides for the assessment of a rated gallon per day charge to the
existing water distribution system by any new building construction requiring water service,
except for new construction west of the Palmetto Expressway (See Resolution 293). The
charge was established at $0.27 per daily rated gallon in accordance with the resolution.

e Resolution No. 341 provides for the assessment of a rated gallon per day charge to any new
building construction in Section 27 and 34 connecting to the sewer collection system. The
sewer connection charge was established at $2.50 per daily rated gallon in accordance with
the resolution. Currently, as updated in Resolution 306, the Department uses the daily rate
gallonage provided by the County. The resolution also established a construction charge for
sewage collection in Section 28 at a cost of $1.50 per rated gallon per day use of the sewage
main on West 76 Street.
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Set forth below are historical receipts of water and wastewater Connection Charges
(approximately 27% of which represent Capital Facilities Fees) for Fiscal Years 2006-2010:

City of Hialeah
Historical Connection Charge Receipts

Fiscal Years 2006-2010"

Fiscal Water Wastewater
Year Connection Charges Connection Charges
2006 $66,732 $30,905

2007 158,026 10,008

2008 76,321 1,103

2009 38,932 -

2010 44,520 1,920

Source: City of Hialeah — Department of Water and Sewers.

()" The Borrower attributes the fluctuation in water and wastewater system Connection Charges
in part to construction cycles for large-scale projects and general economic conditions.

The Borrower’s current Water Capital Facilities Fee and Wastewater Capital Facilities
Fee rates are set forth below. The Borrower's rate consultant has recommended modifying the
Water Capital Facilities Fee and Wastewater Capital Facilities Fee as also set forth below, and
such modification is expected to be considered by the Borrower during its fiscal year 2012

budget process.
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Current and 2011 Capital Facilities Fee Rates

City of Hialeah
Department of Water and Sewers
Schedule of Current and Proposed Water and Wastewater Capital Facilities Fees

CURRENT FEES (PER GALLON)

Water Impact Sewer Impact
Fee per GPD  Fee per GPD

All Customer Classifications

Resolution 293:
Connections West of Palmetto & North of Okeechobee:
Transmission Fee 0.26
Distribution Fee 0.82
Resolution 295:
All other connections except areas covered under Resolution 293
Distribution Fee 0.27
Resolution 341:
Sewer Collection
Sections 27 and 34 2.50
Sections 28 1.50
PROPOSED FEES
Water Sewer
Impact Fee Impact Fee
All Customer Classifications
Per Gallon — Water Transmission & Distribution 0.71
Per Gallon — RO Water Treatment 7.79
Per Gallon — Sewer Collection $2.76
Total Proposed Impact Fee Per Gallon — System Wide $8.50 $2.76
Total Proposed Impact Fee Per ERCY — System Wide $2,975.00 $966.00

(1) One ERC = 350 Gallons Per Day (GPD)

The County's current water and wastewater connection charge rate is $1.39 per average
daily gallon.

Capital Improvement Program

Several capital improvements and expansions to the water and wastewater systems
(including the Project) have been planned for the next four years. Funding for the projects will
be through a mix of unrestricted operating revenues, low interest state loans, impact fees and
bond issues. The total projected cost of these projects is estimated by the Borrower to be
$117,456,337, of which $46,000,000 or 39% of the total project cost is anticipated to be funded
with Bond proceeds, with the remainder expected to come from Miami-Dade County and the
South Florida Water Management District. See "APPENDIX G — City of Hialeah Department of
Water and Sewers Engineering Assessment Report."
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City of Hialeah — Department of Water and Sewers
Capital Improvement Plan (CIP) — Fiscal Year 2011 to Fiscal Year 2014

FY2011 FY2012 FY2012 FY2014
Water and Sewer Services (9500)
Vehicle Replacements 167,000
Completion of Construction of New Administration Building 1,950,000
Replacement of telephone system and servers for billing system 200,000
Replacement of office furniture and fixtures for new building 130,000
Total CIP Water and Sewer Services $2,447,000
Water Services (9510)
Replacement of Existing Water Main on E. 4™ Ave. 2,600,000
Replacement of Existing Water Main on W. 4™ Ave. 1,300,000
Restoration of Swales/Alleyways/Sidewalks due to Water Repairs 100,000 100,000 100,000 100,000
Restoration of Pavement due to Water Repairs 50,000 50,000 50,000 50,000
Total CIP Water Services $4,050,000 $150,000 $150,000 $150,000
Sewer Services (9520)
Restoration of Swales/Alleyways/Sidewalks due to Sewer Repairs 100,000 100,000 100,000 100,000
Restoration of Pavement due to Sewer Repairs 50,000 50,000 50,000 50,000
Lining of Sewer Mains Infiltration/Inflow Remediation 2,350,000
Purchase of Pumps, Control, Generators, ATS to prevent overflows 600,000
Rehabilitation of 11 Pump Stations in Section 26 1,650,000 1,375,000
Construction of New Force Mains for Stations in Section 26 2,046,000 4,180,000
Construction of Regional Pump Station #300 for Section 26 1,100,000 2,750,000
Rehabilitation of Pump Station #4 to prevent sewer overflows 266,000
Rehabilitation of Pump Station #5 to prevent sewer overflows 370,000
Rehabilitation of Pump Station #6 to prevent sewer overflows 2,104,000
Rehabilitation of Pump Station #12 to prevent sewer overflows 316,000
Rehabilitation of Pump Station #105 to prevent sewer overflows 316,000
Rehabilitation of Pump Station #126 to prevent sewer overflows 266,000
Rehabilitation of Pump Station #131 to prevent sewer overflows 316,000
Rehabilitation of Pump Station #150 to prevent sewer overflows 516,0000
Total CIP Sewer Services $13,366,000  $8,455,000 $150,000 $150,000
Reverse Osmosis (RO) Water Treatment Plant (9530)
RIWTO — DBO Construction 35,372,064 18,939,373
ROWTP - Site Improvements 1,295,000
ROWTP — Injection Well Pump Station 2,673,000
ROWTP - Production Wells 18,480,000 1,540,000
ROWTP - Pipeline Construction 10,164,000 924,000
Total CIP RO Water Treatment Plant $67,984,964 $21,403,373
TOTAL CIP PROJECTS $86,847,964 $30,008,373  $300,000 $300,000

Source: Department of Water and Sewers, FY 2011 Budget Submission — Capital Improvement Plan Charges —
Fiscal Years 2011-2014.
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BOND INSURANCE
Bond Insurance Policy

Concurrently with the issuance of the Bonds, Assured Guaranty Municipal Corp.
("AGM") will issue its Municipal Bond Insurance Policy (the "Policy") for the Bonds. The
Policy guarantees the scheduled payment of principal of and interest on the Bonds when due as
set forth in the form of the Policy included as APPENDIX J to this Official Statement.

The Policy is not covered by any insurance security or guaranty fund established under
New York, California, Connecticut or Florida insurance law.

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 “Aa3”
(negative 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. Any downward revision or withdrawal of any of the
above ratings may have an adverse effect on the market price of any security guaranteed by
AGM. AGM does not guarantee the market price 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 24, 2011, S&P published a Request for
Comment: Bond Insurance Criteria (the “Bond Insurance RFC”) in which it requested
comments on its proposed changes to its bond insurance ratings criteria. In the Bond Insurance
RFC, S&P notes that it could lower its financial strength ratings on existing investment-grade
bond insurers (including AGM) by one or more rating categories if the proposed bond insurance
ratings criteria are adopted, unless those bond insurers (including AGM) raise additional capital
or reduce risk. Reference is made to the Bond Insurance RFC, a copy of which is available at
www.standardandpoors.com, for the complete text of S&P’s comments.

On October 25, 2010, S&P published a Research Update in which it downgraded AGM’s
counterparty credit and financial strength rating from “AAA” (negative outlook) to “AA+”
(stable outlook). 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.
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On December 18, 2009, Moody’s issued a press release stating that it had affirmed the
“Aa3” insurance financial strength rating of AGM, with a negative outlook. 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.

There can be no assurance as to any further ratings action that Moody’s or S&P may take
with respect to AGM.

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, 2010,
which was filed by AGL with the Securities and Exchange Commission (the “SEC”) on March 1,
2011, and AGL's Quarterly Report on Form 10-Q for the quarterly period ended March 31, 2011,
which was filed by AGL with the SEC on May 10, 2011.

Capitalization of AGM. At March 31, 2011, AGM’s consolidated policyholders’ surplus
and contingency reserves were approximately $3,058,791,206 and its total net unearned premium
reserve was approximately $2,285,987,748, in each case, in accordance with statutory accounting
principles.

Incorporation of Certain Documents by Reference. Portions of the following document
filed by AGL with the SEC that relate to AGM are incorporated by reference into this Official
Statement and shall be deemed to be a part hereof:

(1) the Annual Report on Form 10-K for the fiscal year ended December 31, 2010
(which was filed by AGL with the SEC on March 1, 2011); and

(i)  the Quarterly Report on Form 10-Q for the quarterly period ended March 31,
2011 (which was filed by AGL with the SEC on May 10, 2011).

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
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 under the caption "BOND
INSURANCE — Assured Guaranty Municipal Corp." 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.
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AGM makes no representation regarding the Bonds or the advisability of investing in the
Bonds. In addition, AGM has not independently verified, makes no representation regarding,
and does not accept any responsibility for the accuracy or completeness of this Official
Statement or any information or disclosure contained herein, or omitted herefrom, other than
with respect to the accuracy of the information regarding AGM supplied by AGM and presented
under the heading "BOND INSURANCE".

BOND INSURANCE RISK FACTORS
General

Upon the failure of the Issuer to make a scheduled payment of principal or interest on the
Bonds when all or some become due, the trustee or paying agent for the owners of the Bonds
shall have a claim under the Policy for such payments. However, in the event of any
acceleration of the due date of such principal by reason of optional redemption or acceleration
resulting from default or otherwise, the payments are to be made in such amounts and at such
times as such payments would have been due had there not been any such acceleration. The
payment of principal and interest in connection with optional prepayment of the Bonds which is
recovered from the bond owner as a voidable preference under applicable bankruptcy law is
covered by the Policy, however, such payments will be made by AGM at such time and in such
amounts as would have been due absent such prepayment unless AGM chooses to pay such
amounts at an earlier date.

AGM may direct and must consent to any remedies and AGM’s consent may be required
in connection with amendments to any applicable bond documents. AGM is not obligated to pay
any accelerated principal or interest on the Bonds but may elect to do so in its discretion.

In the event AGM is unable to make payment of scheduled principal and interest as such
payments become due under the Policy, the Bonds are payable solely from the moneys received
pursuant to the applicable bond documents. In the event AGM becomes obligated to make
payments with respect to the Bonds, no assurance is given that such event will not adversely
affect the market price of the Bonds or the marketability (liquidity) for the Bonds.

The long-term ratings on the Bonds are dependent in part on the financial strength of
AGM and its claims paying ability. AGM’s financial strength and claims paying ability are
predicated upon a number of factors which could change over time. No assurance is given that
the long-term ratings of AGM and of the ratings on the Bonds will not be subject to downgrade,
and such event could adversely affect the market price of the Bonds or the marketability
(liquidity) for the Bonds. See "RATINGS" herein.

The obligations of AGM are contractual obligations and in an event of default by AGM,
the remedies available may be limited by applicable bankruptcy law or state law related to

insolvency of insurance companies.

Neither the Issuer, the Borrower nor the Underwriter have made independent
investigation into the claims paying ability of AGM and no assurance or representation regarding
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the financial strength or projected financial strength of AGM is given. Thus, when making an
investment decision, potential investors should carefully consider the ability of the Issuer and the
Borrower to pay principal and interest on the Bonds and the claims paying ability of AGM,
particularly over the life of the investment.

S&P Bond Insurance RFC

As set forth above under the heading "BOND INSURANCE - Assured Guaranty
Municipal Corp. — Current Financial Strength Ratings," S&P published a Request for Comment:
Bond Insurance Criteria, in which it requested comments on its proposed changes to its bond
insurance ratings criteria. If the proposed changes were to take effect, they could require
municipal insurers (including AGM) to either raise capital or reduce risk to maintain current
ratings, including the S&P ratings applicable to the Bonds (see "RATINGS" herein). Copies of
the Bond Insurance RFC, S&P Comments and AGM’s comments can be found at
www.standardandpoors.com and www.assuredguaranty.com. No assurance can be given that
S&P will enact or not enact the proposed changes to its bond insurance criteria or when such
changes might take place. No assurance can likewise be given that, if such changes are enacted,
AGM would be willing or able to raise capital or reduce risk to maintain the then-applicable
ratings on the Bonds.

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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Year Ending
October 1
(Inclusive)

2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039
2040
2041

DEBT SERVICE REQUIREMENTS

The following table sets forth the total annual scheduled debt service requirements for the Bonds.

Total Annual

Principal Interest Debt Service
$875,584.90 $875,584.90
$310,000 2,406,187.50 2,716,187.50
320,000 2,396,887.50 2,716,887.50
580,000 2,387,287.50 2,967,287.50
850,000 2,369,887.50 3,219,887.50
955,000 2,344,387.50 3,299,387.50
985,000 2,315,737.50 3,300,737.50
1,015,000 2,286,187.50 3,301,187.50
1,050,000 2,253,200.00 3,303,200.00
1,105,000 2,200,700.00 3,305,700.00
1,150,000 2,156,500.00 3,306,500.00
1,195,000 2,110,500.00 3,305,500.00
1,245,000 2,062,700.00 3,307,700.00
1,295,000 2,009,787.50 3,304,787.50
1,365,000 1,941,800.00 3,306,800.00
1,425,000 1,880,375.00 3,305,375.00
1,505,000 1,805,562.50 3,310,562.50
1,585,000 1,726,550.00 3,311,550.00
1,665,000 1,643,337.50 3,308,337.50
1,755,000 1,555,925.00 3,310,925.00
1,850,000 1,463,787.50 3,313,787.50
1,945,000 1,366,662.50 3,311,662.50
2,050,000 1,264,550.00 3,314,550.00
2,160,000 1,156,925.00 3,316,925.00
2,280,000 1,038,125.00 3,318,125.00
2,405,000 912,725.00 3,317,725.00
2,540,000 780,450.00 3,320,450.00
2,680,000 640,750.00 3,320,750.00
2,830,000 493,350.00 3,323,350.00
2,985,000 337,700.00 3,322,700.00
3,155,000 173,525.00 3,328,525.00
$48,235,000 $50,357,634.90 $98.,592.634.90
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TAX MATTERS

General

The Internal Revenue Code of 1986, as amended (the "Code") establishes certain
requirements which must be met subsequent to the issuance of the Bonds in order that interest on
the Bonds be and remain excluded from gross income for purposes of Federal income taxation.
Non-compliance may cause interest on the Bonds to be included in Federal gross income
retroactive to the date of issuance of the 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 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 Issuer
has covenanted in the Indenture and the Borrower has covenanted in its Loan Agreement to
comply with such requirements in order to maintain the exclusion from Federal gross income of
the interest on the Bonds.

In the opinion of Bond Counsel, assuming compliance with certain covenants, under
existing laws, regulations, judicial decisions and rulings, interest on the Bonds is excluded from
gross income for purposes of Federal income taxation. Interest on the 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 Bonds will be subject to the Federal alternative minimum
tax when any Bond is held by a corporation. The Federal alternative minimum taxable income
of a corporation must be increased by 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" may include a portion of the
interest on the Bonds for purposes of computing the alternative minimum tax on corporations.
Prospective bondholders should consult with their tax specialists for information and advice with
respect to adjusted current earnings.

Except as described above, Bond Counsel will express no opinion regarding the Federal
income tax consequences resulting from the ownership of, receipt or accrual of interest on, or
disposition of Bonds. Prospective purchasers of Bonds should be aware that the ownership of
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 Bonds, (ii) the
reduction of the loss reserve deduction for property and casualty insurance companies by 15% of
certain items, including interest on the Bonds, (ii1) the inclusion of interest on the Bonds in
earnings of certain foreign corporations doing business in the United States for purposes of a
branch profits tax, (iv) the inclusion of interest on the 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 the Bonds in "modified adjusted
gross income" by recipients of certain Social Security and Railroad Retirement benefits for
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 Issuer and the Borrower, certificates
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of appropriate officers and certificates of public officials (including certifications as to the use of
proceeds of the Bonds), without undertaking to verify the same by independent investigation.

PURCHASE, OWNERSHIP, SALE OR DISPOSITION OF THE 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.

Other Tax Matters. Purchasers of the Bonds should consult their tax advisors as to the
income tax status of interest on the Bonds in their particular state or local jurisdiction. 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 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 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 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 Bonds.

Tax Treatment of Original Issue Discount. Under the Code, the difference between the
maturity amount of the Bonds maturing on October 1 of the years 2017 and 2018, 2021 through
2023, 2025, 2033 and 2041 (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 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 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 other 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
Bonds other than the Discount Bonds (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
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the same maturity 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 price 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 advisors with respect to the state and local
tax consequences of owning such Premium Bonds.

Information Reporting and Backup Withholding. Interest paid on tax-exempt bonds such
as the 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 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 Bonds, under certain circumstances, to "backup withholding" at (i) the
fourth lowest rate of tax applicable under Section 1(c) of the Code (i.e., a rate applicable to
unmarried individuals) for taxable years beginning on or before December 31, 2010; and (i1) the
rate of 31% for taxable years beginning after December 31, 2010, with respect to payments on
the Bonds and proceeds from the sale of Bonds. Any amount so withheld would be refunded or
allowed as a credit against the federal income tax of such owner of Bonds. This withholding
generally applies if the owner of 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 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.

LITIGATION

On the date of delivery of the Bonds, the Borrower will certify that there is no action,
suit, proceeding or investigation at law or in equity before or by any court, public board or body,
pending, or to the best of such Borrower's knowledge, threatened, against or affecting such
Borrower wherein an unfavorable decision, ruling or finding would materially and adversely
affect the Borrower, its Net Revenues, the water treatment plant or its System components, its
financial condition or its ability to comply with its obligations under the Loan Agreement or the
validity or enforceability of the Loan Agreement.

On the date of delivery of the Bonds, the Issuer will certify that there is no action, suit,
proceeding or investigation at law or in equity before or by any court, public board or body,
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pending, or to the best knowledge of the Issuer, threatened, against or affecting the Issuer,
wherein an unfavorable decision, ruling or finding would materially and adversely affect the
validity of the Bonds, the Indenture or the Loan Agreement.

VALIDATION

On February 13, 2003, the Circuit Court of the Second Judicial Circuit of Florida in and
for Leon County, Florida, entered an order validating the Bonds. The time for filing an appeal
from such judgment expired with no appeal having been filed.

SEC ORDER; VOLUNTARY CLOSING AGREEMENT

On July 19, 2010, the Issuer and the City of South Miami ("South Miami") initiated with
the Internal Revenue Service the process for requesting a voluntary closing agreement to resolve
several issues which came to the attention of the Issuer and could affect the tax-exempt status of
certain prior bonds issued by the Issuer. Specifically, South Miami was a borrower of a portion
of the proceeds of the Issuer's Series 2002A and Series 2006 Bonds. South Miami has made the
Issuer aware of an issue with regard to the use of the proceeds of such bonds and a long-term
lease of a parking facility. On July 19, 2010, the United States Securities and Exchange
Commission issued an Order Directing Private Investigation and Designating Officers to Take
Testimony, alleging that in the underwriting, offering, sale and purchase of such bonds that there
may have been made false statements of a material fact or a failure to disclose material facts
concerning, among other things, the tax-exempt status of such bonds. The Issuer intends to
cooperate fully with the IRS and SEC in evaluating the matter. However, no action in
connection with such issues is expected to have any impact on the Bonds or the tax-exempt
status thereof.

LEGAL MATTERS

Certain legal matters incident to the authorization, issuance and sale by the Issuer of the
Bonds are subject to the approving opinion of Bryant Miller Olive P.A., bond counsel. Bond
counsel has not undertaken to independently verify, and therefore expresses no opinion as to the
accuracy, completeness or fairness of any of the statements in this Official Statement or in the
Appendices hereto, except as to the correctness of the information in the sections hereof
captioned "THE BONDS" (except for the information contained in the subheading thereunder
captioned "BOOK-ENTRY ONLY SYSTEM" as to which no opinion will be expressed),
"SECURITY AND SOURCES OF PAYMENT" and "TAX MATTERS." A form of the
approving opinion of bond counsel is included herein as APPENDIX E. Certain legal matters
will be passed upon for the Issuer by Kraig A. Conn, Esquire, counsel to the Issuer, as assistant
general counsel to the Florida League of Cities, Inc. and for the Underwriter by its counsel,
Nabors, Giblin & Nickerson, P.A. Certain legal matters will be passed upon for the Borrower by
its counsel.

Bond Counsel and counsel to the Underwriter will receive fees for services rendered in
connection with the issuance of the Bonds, which fees are contingent upon the issuance and sale
of the Bonds.
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RATINGS

Standard and Poor's Ratings Services, a Standard & Poor's Financial Services LLC
business ("S&P"), has assigned a rating to the Bonds of "A" (stable outlook) and Fitch, Inc. has
assigned a rating to the Bonds of "A+" (stable outlook).  In addition, the Issuer expects to
receive, based upon the delivery of the municipal bond insurance policy of AGM at the time of
delivery of the Bonds, a rating of "AA+" (stable outlook) from S&P on the Bonds. The ratings
reflect only the views of the rating agencies and an explanation of the significance of the ratings
may be obtained only from the rating agencies. The ratings are not a recommendation to buy,
sell or hold the Bonds and there is no assurance that such ratings will remain in effect for any
given period of time or that they will not be revised downward or withdrawn entirely if, in the
judgment of either or both of the rating agencies, circumstances so warrant. Any downward
revision or withdrawal of such ratings may have an adverse effect on the market price of the
Bonds. Neither the Underwriter nor the Issuer have undertaken responsibility to bring to the
attention of the holders of the Bonds any proposed revision or withdrawal of the ratings of the
Bonds, or to oppose any proposed revision or withdrawal.

UNDERWRITING

Wells Fargo Bank, National Association , the Underwriter, has agreed, subject to certain
customary conditions precedent, to purchase the Bonds at a price of $47,428,873.55 (which
includes net original issue discount of $400,343.80 and Underwriter's discount of $405,782.65),
and to reoffer the Bonds at the prices shown on the inside cover hereof. If obligated to purchase
any of the Bonds, the Underwriter will be obligated to purchase all of the Bonds. The initial
public offering prices may be changed from time to time by the Underwriter.

There can be no assurance that there will be a secondary market for purchase or sale of
the Bonds. Depending upon prevailing market conditions, including the financial condition or
market positions of firms which may make the secondary market, evaluation of the Borrower's
capabilities and the financial condition and results of their operations, there may not be a
secondary market for the Bonds from time to time, and investors in the Bonds may be unable to
divest themselves of their interests therein.

Wells Fargo Bank, National Association, sole underwriter of the Bonds, has entered into
an agreement (the "Distribution Agreement") with Wells Fargo Advisors, LLC ("WFA") for the
retail distribution of certain municipal securities offerings, including the Bonds. Pursuant to the
Distribution Agreement, Wells Fargo Bank, National Association will share a portion of its
underwriting compensation with respect to the Bonds with WFA. Wells Fargo Bank, National
Association and WFA are both subsidiaries of Wells Fargo & Company.

Wells Fargo Securities is the trade name for certain capital markets and investment

banking services of Wells Fargo & Company and its subsidiaries, including Wells Fargo Bank,
National Association.
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FINANCIAL ADVISOR TO THE ISSUER

The Issuer has retained Waters and Company, LLC, Birmingham, Alabama, as Financial
Advisor in connection with the 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 this Official Statement.

CONTINUING DISCLOSURE

In compliance with Securities and Exchange Commission Rule 15c¢2-12 under the
Securities Exchange Act of 1934, as amended (17 CFR Part 240, 240.15c2-12) (the "Rule"), the
Issuer and the Borrower have entered into a covenant (each, a "Continuing Disclosure
Covenant") that constitutes the written undertaking for the benefit of the holders of the Bonds
required by Section (b)(5)(i) of the Rule. The form of the Continuing Disclosure Covenants for
the Issuer and the Borrower are contained in Appendices A and B hereof.

As noted elsewhere in this Official Statement, the Bonds constitute the twenty-first series
of bonds issued by the Issuer. The Issuer's prior bond issues funded a loan to borrowers (the
"Prior Borrowers") in a fashion similar to that described herein with respect to the Bonds. In
connection with its prior bond issues, the Issuer and each of the Prior Borrowers entered into
continuing disclosure agreements (the "Prior Undertakings") pursuant to the Rule. Pursuant to
the Prior Undertakings, the Issuer and each Prior Borrower agreed to provide certain annual
financial information on or before the date 270 days after the end of each fiscal year of the Issuer
and the respective Prior Borrower. The Issuer has complied with its Prior Undertakings.
Likewise, the Borrower has complied with prior undertakings applicable to it as a borrower.

ENFORCEABILITY OF REMEDIES

The remedies available to the owners of the Bonds upon an event of default under the
Indenture 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, the remedies specified by the federal bankruptcy code,
the Indenture, the 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 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.

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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MISCELLANEOUS

The summaries of and references to all documents, statutes, reports and other instruments
referred to herein do not purport to be complete, comprehensive or definitive, and each such
reference or summary is qualified in its entirety by reference to each such document, statute,
report or other instrument. So far as any statements made in this Official Statement involve
matters of opinion or are estimates, whether or not expressly stated, they are set forth as such and
not as representations of fact, and no representation is made that any of the estimates will be
realized.

FLORIDA MUNICIPAL LOAN COUNCIL

By: /s/ Isaac Salver
Its: Chairman
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APPENDIX A

FORM OF CONTINUING DISCLOSURE AGREEMENT
FOR BORROWER

This CONTINUING DISCLOSURE AGREEMENT dated as of May 1, 2011 (the
"Continuing Disclosure Agreement") is executed and delivered by the City of Hialeah, Florida, a
Florida municipal corporation ("Borrower"), and by Florida League of Cities, Inc., a Florida
corporation not-for-profit, as Dissemination Agent (the "Dissemination Agent") hereunder.
Additional capitalized terms used herein shall have the meanings ascribed thereto in Section 2
hereof

SECTION 1. Nature of Undertaking. This Continuing Disclosure Agreement
constitutes an undertaking by the Borrower under paragraph (b)(5) of the Rule to provide
Financial Information and notice of the occurrence of certain events with respect to the Bonds, as
provided in paragraph (b)(5)(1)(C) of the Rule, and otherwise to assist the Participating
Underwriter in complying with paragraph (b)(5) of the Rule with respect to the Offering of the
Bonds. Among other things, the Borrower is hereby undertaking (i) to disseminate an Annual
Report not later than 270 days after the end of each Fiscal Year of the Borrower in accordance
with Section 4 hereof, which contains Financial Information with respect to the Borrower, (ii) if
an Annual Report does not contain the Audited Financial Statements, to disseminate the Audited
Financial Statements in accordance with Section 4 hereof as soon as practicable after they shall
have been approved by the Governing Body, (ii1) to provide notice in a timely manner, in
accordance with Section 6 hereof, of the occurrence of any of the Listed Events related to the
Borrower and (iv) to provide notice in a timely manner, in accordance with Section 4(e) hereof,
of any failure to disseminate an Annual Report in accordance with the preceding clause (i) of this
sentence.

SECTION 2. Definitions. In addition to the definitions set forth above and in the
herein-defined Indenture, which shall apply to any capitalized terms used herein, the following
capitalized terms shall have the following meanings, unless otherwise defined therein:

"Annual Report" means a document or set of documents which (a) identifies the
Borrower; (b) contains (or includes by reference to documents which were filed with the SEC or
EMMA prior to the date that the Annual Report containing such reference is provided to the
Dissemination Agent in accordance with Section 4 hereof): (i) Financial Information and
Operating Data for the Borrower; (i1) Audited Financial Statements if such Audited Financial
Statements shall have been approved by the Governing Body at the time the Annual Report is
required to be provided to the Dissemination Agent in accordance with Section 4 hereof; and (iii)
Unaudited Financial Statements if the Audited Financial Statements shall not have been
approved by the Governing Body at the time the Annual Report is required to be provided to the
Dissemination Agent in accordance with Section 4 hereof; (c) in the event that the Borrower
delivers a Continuing Disclosure Certificate to the Dissemination Agent pursuant to Section 5(b)
hereof, contains (in the case of the Annual Report disseminated on or immediately after the date
such Continuing Disclosure Certificate is so delivered) a narrative explanation of the reasons for
the changes in Financial Information and/or Operating Data set forth in such Continuing



Disclosure Certificate and the effect of the changes on the types of Financial Information and/or
Operating Data being provided in such Annual Report; and (d) in the event that the Borrower
authorizes a change in the accounting principles by which its Audited Financial Statements are
prepared, contains (in the case of the Annual Report disseminated on or immediately after the
date of such change) (1) a comparison between the Financial Information prepared on the basis
of the new accounting principles which is contained in such Annual Report and the Financial
Information prepared on the basis of the former accounting principles which was contained in the
previous Annual Report disseminated immediately prior to such Annual Report and (2) a
discussion of the differences between such accounting principles and the effect of such change
on the presentation of the Financial Information being provided in such Annual Report.

"Annual Report Certificate" means an Annual Report Certificate in the form attached
hereto as Exhibit A.

"Annual Report Date" means the date which is 270 days after the end of a Fiscal Year.

"Audited Financial Statements' means the financial statements of the Borrower which
have been examined by independent certified public accountants in accordance with generally
accepted auditing standards.

"Bondholder" means (i) the registered owner of a Bond and (ii) the beneficial owner of
a Bond, as the term "beneficial owner" is used in any agreement with a securities depository for
the Bonds and as the term may be modified by an interpretation by the SEC of paragraph (b)(5)
of the Rule.

"Bonds" means the $48,235,000 Florida Municipal Loan Council Revenue Bonds,
Series 2011D.

"Continuing Disclosure Agreement' means this Continuing Disclosure Agreement, as
the same may be supplemented and amended pursuant to Section 8 hereof.

"Continuing Disclosure Certificate'" means a Continuing Disclosure Certificate in the
form attached hereto as Exhibit B delivered by the Borrower to the Dissemination Agent
pursuant to Section 5 hereof.

"Dissemination Agent" means Florida League of Cities, Inc., acting in its capacity as
Dissemination Agent hereunder, or any successor Dissemination Agent which is appointed
pursuant to Section 3 hereof or to which the responsibilities of Dissemination Agent under this
Continuing Disclosure Agreement shall have been assigned in accordance with Section 9 hereof.

"EMMA" means the Electronic Municipal Market Access System as described in
Securities and Exchange Commission Release No. 34-59062 and maintained by the Municipal
Securities Rulemaking Board for purposes of the Rule as further described in Sections 4 and 6
hereof.

"Event Notice" means notice of the occurrence of a Listed Event.



"Final Official Statement" means the Final Official Statement prepared in connection
with the Offering of the Bonds.

"Financial Information" means financial information related to the Borrower of the
types identified in the Continuing Disclosure Certificate most recently delivered by the Borrower
to the Dissemination Agent in accordance with Section 5 hereof. The Financial Information (i)
shall be prepared for the Fiscal Year immediately preceding the date of the Annual Report
containing such Financial Information, and (ii) shall be prepared on the basis of the Audited
Financial Statements to be provided to the Dissemination Agent concurrently with the Annual
Report, provided that, if the Audited Financial Statements are to be provided to the
Dissemination Agent subsequent to the date that the Annual Report is provided to the
Dissemination Agent, such Financial Information may be prepared on the basis of the Unaudited
Financial Statements.

"Governing Body" shall mean the governing body of the Borrower which shall approve
the Audited Financial Statements.

"Indenture" means the Trust Indenture dated of even date herewith by and between
Florida Municipal Loan Council, as Issuer, and Deutsche Bank Trust Company Americas, as
Trustee.

"Insurer' means Assured Guaranty Municipal Corp.

"Loan Agreement" means the Loan Agreement dated of even date herewith, between
the Issuer and the Borrower.

"Listed Events' means any of the events which are set forth in Section 6 hereof
"MSRB" means the Municipal Securities Rulemaking Board.

"Offering" means the primary offering of the Bonds for sale by the Participating
Underwriter.

"Operating Data" means operating data of the types identified in the Continuing
Disclosure Certificate most recently delivered by the Borrower to the Dissemination Agent in
accordance with Section 5 hereof. The Operating Data shall be prepared for the Fiscal Year
immediately preceding the date of the Annual Report containing such Operating Data.

"Participating Underwriter' means Wells Fargo Bank, National Association.
"Rating Agencies" means Fitch, Inc. and Standard & Poor's Ratings Services.
"Rule" means Rule 15¢2-12 adopted by the SEC under the Securities Exchange Act of

1934, as amended, as the Rule may be amended from time to time, or any successor provision
thereto.



"SEC" means the Securities and Exchange Commission.

"SID" means any state information depository that is established within the State of
Florida and with which the Borrower is legally required to file the information set forth herein.

"Trustee" means Deutsche Bank Trust Company Americas, as trustee under the
Indenture.

"Unaudited Financial Statements'" means unaudited financial statements of the
Borrower for any Fiscal Year which have been prepared on a basis substantially consistent with
the Audited Financial Statements to be subsequently prepared for such Fiscal Year. The
Unaudited Financial Statements for any Fiscal Year shall be prepared on a comparative basis
with the Audited Financial Statements prepared for the preceding Fiscal Year.

SECTION 3. Appointment of Dissemination Agent: Obligations of Borrower
Respecting Undertaking. (a) The Borrower hereby appoints Florida League of Cities, Inc. to
act as the initial Dissemination Agent hereunder. Florida League of Cities, Inc. hereby accepts
such appointment. The Borrower may, from time to time, appoint a successor Dissemination
Agent or discharge any then acting Dissemination Agent, with or without cause. If at any time
there shall be no Dissemination Agent appointed and acting hereunder or the then appointed and
acting Dissemination Agent shall fail to perform its obligations hereunder, the Borrower shall
discharge such obligations until such time as the Borrower shall appoint a successor
Dissemination Agent or the then appointed and acting Dissemination Agent shall resume the
performance of such obligations.

(b) The Borrower hereby acknowledges that the Borrower is obligated to
comply with this Continuing Disclosure Agreement and that the appointment of the
Dissemination Agent as agent of the Borrower for the purposes herein provided does not relieve
the Borrower of its obligations with respect to this Continuing Disclosure Agreement.

SECTION 4. Annual Financial Information. (a) The Financial Information shall be
contained in the Annual Reports and, if provided separately in accordance with Section 5(b)
hereof, the Audited Financial Statements which the Borrower is required to deliver to the
Dissemination Agent for dissemination in accordance with this Section 4.

(b) The Dissemination Agent shall notify the Borrower of each Annual
Report Date and of the Borrower's obligation hereunder not more than 60 and not less than 30
days prior to each Annual Report Date. The Borrower shall provide an Annual Report to the
Dissemination Agent, together with an Annual Report Certificate, not later than each Annual
Report Date, provided that, if the Annual Report does not include the Audited Financial
Statements, the Borrower shall provide the Audited Financial Statements to the Dissemination
Agent as soon as practicable after they shall have been approved by the Governing Body.

(©) The Dissemination Agent shall provide the Annual Report and, if received
separately in accordance with Section 4(b) hereof, the Annual Financial Statements, to EMMA,



the Trustee, the Issuer, the Rating Agencies and the Insurer within five (5) Business Days after
receipt thereof from the Borrower.

(d)  The Dissemination Agent shall provide the Issuer, the Borrower and the
Trustee written confirmation that the Annual Report and, if received separately in accordance
with Section 4(b) hereof, the Annual Financial Statements, were provided to EMMA in
accordance with Section 4(c) hereof.

(e)  If the Dissemination Agent shall not have filed the Annual Report by the
Annual Report Date, the Dissemination Agent shall so notify the Borrower, EMMA, the Trustee
and the Insurer within five (5) Business Days of the Annual Report Date.

SECTION 5. Continuing Disclosure Certificates. (a) The Borrower shall prepare a
Continuing Disclosure Certificate in the form attached hereto as Exhibit B in connection with the
Offering of the Bonds and shall deliver the same to the Dissemination Agent for dissemination to
the Participating Underwriter, Issuer and Trustee.

(b)  Prior to the deletion or substitution of any Financial Information and
Operating Data from the information listed in Exhibit B hereto, the Borrower will obtain an
opinion of nationally recognized disclosure counsel (which may also act as outside counsel to the
Borrower) addressed to the Issuer, the Participating Underwriter, the Trustee and the
Dissemination Agent, to the effect that the Financial and Operating Data to be provided will
comply with the Rule, as in effect on the date of the Offering of the Bonds and taking into
account any amendment or interpretation of the Rule by the SEC or any adjudication of the Rule
by a final decision of a court of competent jurisdiction which may have occurred subsequent to
the execution and delivery of this Continuing Disclosure Agreement. The Dissemination Agent
is entitled to rely on such opinion without further investigation.

(c)  Notwithstanding Section 5(b) hereof, the Borrower shall not be required to
comply with Section 5(b) hereof if such Section shall no longer be deemed to be required in
order for this Continuing Disclosure Agreement to comply with the Rule as a result of the
adoption, rendering or delivery of (i) an amendment or interpretation of the Rule by the SEC, (ii)
an adjudication of the Rule by a final decision of a court of competent jurisdiction or (iii) an
opinion of nationally recognized disclosure counsel (which may also act as outside counsel to the
Borrower), in each case, to that effect.

(d) Any delivery of a Continuing Disclosure Certificate pursuant to Section
5(b) hereof shall not be deemed to be an amendment to this Continuing Disclosure Agreement
and shall not be subject to the provisions of Section 8 hereof

SECTION 6. Reporting of Listed Events. (a) This Section 6 governs the provision of
Event Notices relating to Listed Events with respect to the Bonds. The Borrower shall provide to
the MSRB and to the SID, if any, on a timely basis not in excess of ten (10) business days after
the occurrence of the event, notice of any of the following events, if such event is material with
respect to the Bonds or the Borrower’s ability to satisfy its payment obligations with respect to
the Loan. The following events are "Listed Events":




(1)
(i)
(iii)

(iv)

)

(vi)

(vii)
(viii)
(ix)
(x)
(xi)

(xii)

(xiii)

principal and interest payment deficiencies;
non-payment related defaults;

unscheduled draws on debt service reserves reflecting financial
difficulties;

unscheduled draws on credit enhancements reflecting financial
difficulties;

substitution of credit or liquidity providers or their failure to
perform;

adverse tax opinions, the issuance by the Internal Revenue Service
of proposed or final determinations of taxability, Notices of
Proposed Issue or other material notices or determinations with
respect to the tax status of the Bonds, or other material events
affecting the tax status of the Bonds;

modifications to the rights of the holders of the Bonds;
optional, contingent or unscheduled redemption calls;
tender offers with respect to the Bonds;

defeasances;

release, satisfaction or sale of property securing repayment of the
Bonds;

rating changes;

bankruptcy, insolvency, receivership or similar event of the
Borrower (this event is considered to occur when any of the
following occur; the appointment of a receiver, fiscal agent or
similar officer for the Borrower in a proceeding under the U.S.
Bankruptcy Code or in any other proceeding under state or federal
law in which a court or governmental authority has assumed
jurisdiction over substantially all of the assets or business of the
Borrower, or if such jurisdiction has been assumed by leaving the
existing governing body and officials or officers in possession but
subject to the supervision and orders of a court or governmental
authority, or the entry of an order confirming a plan of
reorganization, arrangement or liquidation by a court or
governmental authority having supervision or jurisdiction over
substantially all of the assets or business of the Borrower);
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(xiv) the consummation of a merger, consolidation, or acquisition
involving the Borrower or the sale of all or substantially all of the
assets of the Borrower other than in the ordinary course of
business, the entry into a definitive agreement to undertake such an
action or the termination of a definitive agreement relating to any
such actions, other than pursuant to its terms; and

(xv) appointment of a successor or additional trustee or the change of
name of a trustee.

provided that each of the Listed Events shall be interpreted in accordance with any interpretation
of the Rule by the SEC or adjudication of the Rule by a final decision of a court of competent
jurisdiction which may occur subsequent to the date of the original execution and delivery
hereof.

(b)  Whenever the Borrower obtains actual knowledge of the occurrence of any
of the Listed Events with respect to or caused by the Borrower, the Borrower shall, on a timely
basis and in any event within ten (10) Business Days, determine whether the occurrence of such
event is material to any of the Bondholders, provided, that any event under Sections 6(1), (iii),
(iv), (v), (vi), (ix), (x), (xii) and (xiii) above will always be deemed to be material.

() If the Borrower determines that the occurrence of any of the Listed Events
is material to any of the Bondholders, the Borrower shall promptly notify the Dissemination
Agent of such determination in writing and instruct the Dissemination Agent to provide an Event
Notice in accordance with Section 6(e) hereof.

(d) If the Borrower determines that the occurrence of the Listed Event
described in such notice is not material, the Borrower shall notify the Dissemination Agent of
such determination, and no Event Notice shall be provided pursuant to Section 6(e) hereof. The
determination of the Borrower under this paragraph (d) shall be conclusive and binding on all
parties hereto.

(e) If the Borrower instructs the Dissemination Agent to provide an Event
Notice pursuant to Section 6(c) hereof, the Dissemination Agent shall, within three (3) Business
Days thereafter, file an Event Notice with EMMA, the Trustee, the Rating Agencies, the Issuer
and the Insurer. The Dissemination Agent shall provide the Borrower, the Issuer and the Trustee
written confirmation that such Event Notice was provided to EMMA in accordance with this
Section 6(e).

§)) Notwithstanding the foregoing, an Event Notice with respect to a Listed
Event described in Section 6(a)(viii) or (ix) shall not be given under this Section 6 any earlier
than the notice (if any) of such event is given to the affected Bondholders pursuant to the
Indenture, as confirmed to the Dissemination Agent by the Trustee. The Dissemination Agent
shall have no liability for failure of notice given to Bondholders if it does not receive the
necessary confirmation from the Trustee after written request.
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(g)  Notwithstanding the foregoing, whenever the Borrower authorizes a
change in either its Fiscal Year or the accounting principles by which its Audited Financial
Statements are prepared, the Borrower shall provide the Dissemination Agent with written notice
of such change and instruct the Dissemination Agent to file a copy of such notice with EMMA,
the Issuer, the Insurer, the Rating Agencies and the Trustee, and the Dissemination Agent shall,
within three (3) Business Days thereafter, file a copy of such notice with EMMA, the Issuer, the
Insurer, the Rating Agencies and the Trustee. The Dissemination Agent shall provide the
Borrower written confirmation that such notice was provided to EMMA in accordance with this
Section 6(g).

SECTION 7. Additional Information. Nothing in this Continuing Disclosure
Agreement shall be deemed to prevent (i) the Borrower from disseminating any information or
notice of the occurrence of any event using the means of dissemination specified in this
Continuing Disclosure Agreement or other means or (ii) the Borrower from including in an
Annual Report any information which shall be in addition to the Financial Information,
Operating Data and Audited or Unaudited Financial Statements required by Section 4 hereof to
be included in such Annual Report, provided that this Continuing Disclosure Agreement shall
not be deemed to require the Borrower to include or update any such additional information in
any subsequently prepared Annual Report.

SECTION 8. Amendments: Waivers. This Continuing Disclosure Agreement may be
amended, and any provision hereof may be waived, by the parties hereto if prior to the effective
date of any such amendment or waiver, the Borrower delivers to the Dissemination Agent, the
Issuer and the Trustee an opinion of nationally recognized disclosure counsel (which may also
act as outside counsel to the Borrower), to the effect that this Continuing Disclosure Agreement
(taking into account such amendment or waiver) complies with the Rule, as in effect on the date
of the Offering of Bonds or after the execution and delivery of this Continuing Disclosure
Agreement, taking into account any amendment or interpretation of the Rule by the SEC or any
adjudication of the Rule by a final decision of a court of competent jurisdiction which may have
occurred subsequent to the execution and delivery of this Continuing Disclosure Agreement. The
Dissemination Agent shall notify EMMA of any such amendment and shall provide EMMA with
a copy of any such amendment.

SECTION 9. Assignment. The Borrower may not assign its obligations under this
Continuing Disclosure Agreement. The Dissemination Agent may assign its rights and
responsibilities hereunder to a third party with the consent of the Borrower, which shall not be
unreasonably withheld.

SECTION 10. Compensation of the Dissemination Agent. As compensation to the
Dissemination Agent for its services pursuant to this Continuing Disclosure Agreement, the
Borrower agrees to pay all fees and all expenses of the Dissemination Agent including, without
limitation, all reasonable expenses, charges, costs and other disbursements in the administration
and performance of its duties hereunder, and shall to the extent permitted by law indemnify and
save the Dissemination Agent and its officers, directors, attorneys, agents and employees
harmless from and against any costs, expenses, damages or other liabilities (including attorneys
fees) which it (or they) may incur in the exercise of its (or their) powers and duties hereunder,
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except with respect to its (or their) willful misconduct or gross negligence. Nothing contained
herein is intended to be nor shall it be construed as a waiver of any immunity from or limitation
of liability that the Borrower may be entitled to pursuant to the Doctrine of Sovereign Immunity
or Section 768.28, Florida Statutes. Notwithstanding anything to the contrary contained herein,
the obligations of the Borrower hereunder shall be limited obligations payable solely from the
sources provided under Section 2.02(a) of the Loan Agreement.

SECTION 11. Concerning the Dissemination Agent and the Borrower. (a) The
Dissemination Agent is not answerable for the exercise of any discretion or power under this
Continuing Disclosure Agreement or for anything whatever in connection herewith, except only
its own willful misconduct or gross negligence. The Dissemination Agent shall have no liability
to the Bondholders or any other person with respect to the undertakings described in Section 1
hereof except as expressly set forth in this Continuing Disclosure Agreement regarding its own
willful misconduct or gross negligence.

(b)  The Dissemination Agent has no responsibility or liability hereunder for
determining compliance for any information submitted hereunder with any law, rule or
regulation or the terms of this agreement. The Dissemination Agent shall have no responsibility
for disseminating information not delivered to it or giving notice of non-delivery except as
specifically required hereunder.

(c)  The parties to this Continuing Disclosure Agreement acknowledge and
agree that the Borrower assumes no obligations hereunder other than those specifically assumed
by the Borrower herein.

SECTION 12. Termination of this Continuing Disclosure Agreement. This
Continuing Disclosure Agreement shall terminate at such time as the Loan Agreement
terminates.

SECTION 13. Beneficiaries. This Continuing Disclosure Agreement shall inure solely
to the benefit of the Borrower, the Dissemination Agent, the Trustee, the Issuer, the Insurer, the
Participating Underwriter and the Bondholders. This Continuing Disclosure Agreement shall not
be deemed to inure to the benefit of or grant any rights to any party other than the parties
specified in the preceding sentence.

SECTION 14. Counterparts. This Continuing Disclosure Agreement may be executed
in several counterparts, each of which shall be an original and all of which shall constitute one
and the same instrument.

SECTION 15. Governing Law. This Continuing Disclosure Agreement shall be
governed by the laws of the State of Florida.




IN WITNESS WHEREOF, the Borrower and the Dissemination Agent have caused this
Continuing Disclosure Agreement to be executed and delivered as of the date first written above.

THE CITY OF HIALEAH, FLORIDA, as
Borrower

By:
Its:

FLORIDA LEAGUE OF CITIES, INC.,
as Dissemination Agent

By:
Its:




EXHIBIT A

Form of Annual Report Certificate

The undersigned duly appointed and acting of the City of Hialeah, a Florida
municipal corporation, as Borrower under the Continuing Disclosure Agreement (hereinafter
described) (the "Borrower"), hereby certifies on behalf of the Borrower pursuant to the
Continuing Disclosure Agreement dated as of May 1, 2011 (the "Continuing Disclosure
Agreement") executed and delivered by the Borrower and accepted by Florida League of Cities,
Inc., as Dissemination Agent (the "Dissemination Agent"), as follows:

1. Definitions. Capitalized terms used but not defined herein shall have the meanings
ascribed thereto in the Continuing Disclosure Agreement.

2. Annual Report. Accompanying this Annual Report Certificate is the Annual Report for
the Fiscal Year ended .

3. Compliance with Continuing Disclosure Agreement. The Annual Report is being
delivered to the Dissemination Agent herewith not later than 270 days after the end of the Fiscal
Year to which the Annual Report relates. The Annual Report contains, or includes by reference,
Financial Information and Operating Data of the types identified in the Continuing Disclosure
Certificate most recently delivered to the Dissemination Agent pursuant to Section 5 of the
Continuing Disclosure Agreement. To the extent any such Financial Information or Operating
Data is included in the Annual Report by reference, any document so referred to has been
previously provided to EMMA or filed with the SEC.

Such Financial Information and Operating Data have been prepared on the basis of the
[Audited/Unaudited] Financial Statements. [Such Audited Financial Statements are included as
part of the Annual Report.] [Because the Audited Financial Statements have not been approved
by the Governing Body as of the date hereof, the Unaudited Financial Statements have been
included as part of the Annual Report. The Unaudited Financial Statements have been prepared
on a basis substantially consistent with such Audited Financial Statements. The Borrower shall
deliver such Audited Financial Statements to the Dissemination Agent as soon as practicable
after they have been approved by the Governing Body.]
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IN WITNESS WHEREQOF, the undersigned has executed and delivered this Annual
Report Certificate to the Dissemination Agent, which has received such certificate and the
Annual Report, all as of the day of the  day of ,

CITY OF HIALEAH, FLORIDA,
Borrower

By:
Its:

Acknowledgment of Receipt:

FLORIDA LEAGUE OF CITIES, INC.,
as Dissemination Agent

By:

Its:
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EXHIBIT B

Form of Section 5(a) Continuing Disclosure Certificate

Florida League of Cities, Inc.
301 Bronough Street
Tallahassee, Florida 33401

The undersigned duly authorized signatory of the City of Hialeah, Florida (the
"Borrower") hereby certifies on behalf of the Borrower pursuant to the Continuing Disclosure
Agreement dated as of May 1, 2011 (the "Continuing Disclosure Agreement") executed and
delivered by the Borrower and accepted by Florida League of Cities, Inc., as Dissemination
Agent (the "Dissemination Agent"), as follows:

1. Definitions. Capitalized terms used but not defined herein shall have the meanings
ascribed thereto in the Continuing Disclosure Agreement.

2. Purpose. The Borrower is delivering this Continuing Disclosure Certificate to the
Dissemination Agent pursuant to Section 5(a) of the Continuing Disclosure Agreement.

3. Financial. Information and Operating Data Included in Final Official Statement. The
following types of Financial Information and Operating Data were included in the Final Official
Statement for the Bonds and are to be included in the Annual Report:

(a)  Financial Information: Historical Revenues and Expenditures

(b)  Operating Data: Total Number of Accounts, Purchased Water Costs, Cost
of Wastewater Treatment, Water and Wastewater Rates, Capital Facilities
Fee Rates

4. Annual Report. Until such time as the Borrower delivers a revised Continuing
Disclosure Certificate and an opinion of disclosure counsel to the Dissemination Agent pursuant
to Section 5 of the Continuing Disclosure Agreement, the Financial Information and Operating
Data of the types identified in paragraph 3 of this certificate shall be included in the Annual
Reports delivered by the Dissemination Agent pursuant to Section 4 of the Continuing
Disclosure Agreement.
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IN WITNESS WHEREOF, the undersigned has executed and delivered this Continuing
Disclosure Certificate to the Dissemination Agent, which has received the same, all as of the
day of ,

CITY OF HIALEAH, FLORIDA, Borrower

By:
Its:

Acknowledgment of Receipt:

FLORIDA LEAGUE OF CITIES, INC.,
as Dissemination Agent

By:

Its:
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APPENDIX B

FORM OF CONTINUING DISCLOSURE AGREEMENT FOR THE ISSUER

This CONTINUING DISCLOSURE AGREEMENT dated as of May 1, 2011 (the
"Continuing Disclosure Agreement") is executed and delivered by Florida Municipal Loan
Council ("Issuer"), and by Florida League of Cities, Inc., a Florida corporation not-for-profit, as
Dissemination Agent (the "Dissemination Agent") hereunder. Additional capitalized terms used
herein shall have the meanings ascribed thereto in Section 2 hereof.

SECTION 1. Nature of Undertaking. This Continuing Disclosure Agreement
constitutes an undertaking by the Issuer under paragraph (b)(5) of the Rule to provide Annual
Financial Information and notice of the occurrence of certain events with respect to the Bonds, as
provided in paragraph (b)(5)(1)(C) of the Rule, and otherwise to assist the Participating
Underwriter in complying with paragraph (b)(5) of the Rule with respect to the Offering of the
Bonds. Among other things, the Issuer is hereby undertaking (i) to disseminate an Annual
Report not later than 270 days after the end of each Fiscal Year of the Issuer in accordance with
paragraph (b)(5)(i)(A) of the Rule and Section 4 hereof, which contains Annual Financial
Information with respect to the Issuer, (ii) if an Annual Report does not contain the Audited
Financial Statements, to disseminate the Audited Financial Statements in accordance with
paragraph (b)(5)(1)(B) of the Rule and Section 4 hereof as soon as practicable after they shall
have been approved by the Governing Body, (iii) to provide notice in a timely manner, in
accordance with paragraph (b)(5)(1)(C) of the Rule and Section 6 hereof, of the occurrence of
any of the Listed Events related to the Issuer and (iv) to provide notice in a timely manner, in
accordance with paragraph (b)(5)(i)(D) of the Rule and Section 4(e) hereof, of any failure to
disseminate an Annual Report in accordance with the preceding clause (i) of this sentence.

SECTION 2. Definitions. In addition to the definitions set forth above and in the herein-
defined Indenture, which shall apply to any capitalized terms used herein, the following
capitalized terms shall have the following meanings, unless otherwise defined therein:

"Annual Financial Information" shall have the meaning ascribed thereto in paragraph
(H)(9) of the Rule.

"Annual Report" means a document or set of documents which (a) identifies the Issuer;
(b) contains (or includes by reference to documents which were filed with the SEC or with
EMMA prior to the date that the Annual Report containing such reference is provided to the
Dissemination Agent in accordance with Section 4 hereof): (i) Financial Information and
Operating Data for the Issuer; (ii) Audited Financial Statements if such Audited Financial
Statements shall have been approved by the Governing Body at the time the Annual Report is
required to be provided to the Dissemination Agent in accordance with Section 4 hereof; and (ii1)
Unaudited Financial Statements if the Audited Financial Statements shall not have been
approved by the Governing Body at the time the Annual Report is required to be provided to the
Dissemination Agent in accordance with Section 4 hereof; (c) in the event that the Issuer delivers
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a Continuing Disclosure Certificate to the Dissemination Agent pursuant to Section 5(b) hereof,
contains (in the case of the Annual Report disseminated on or immediately after the date such
Continuing Disclosure Certificate is so delivered) a narrative explanation of the reasons for the
changes in Financial Information and/or Operating Data set forth in such Continuing Disclosure
Certificate and the effect of the changes on the types of Financial Information and/or Operating
Data being provided in such Annual Report; and (d) in the event that the Issuer authorizes a
change in the accounting principles by which its Audited Financial Statements are prepared,
contains (in the case of the Annual Report disseminated on or immediately after the date of such
change) (1) a comparison between the Financial Information prepared on the basis of the new
accounting principles which is contained in such Annual Report and the Financial Information
prepared on the basis of the former accounting principles which was contained in the previous
Annual Report disseminated immediately prior to such Annual Report and (2) a discussion of the
differences between such accounting principles and the effect of such change on the presentation
of the Financial Information being provided in such Annual Report.

"Annual Report Certificate" means an Annual Report Certificate in the form attached
hereto as Exhibit A.

"Annual Report Date" means the date which is 270 days after the end of a Fiscal Year.

"Audited Financial Statements'" means the financial statements of the Issuer which
have been examined by independent certified public accountants in accordance with generally
accepted auditing standards.

"Bondholder" means (i) the registered owner of a Bond and (ii) the beneficial owner of
a Bond, as the term "beneficial owner" is used in any agreement with a securities depository for
the Bonds and as the term may be modified by an interpretation by the SEC of paragraph (b)(5)
of the Rule.

"Bonds" means the $48,235,000 Florida Municipal Loan Council Revenue Bonds,
Series 2011D.

"Continuing Disclosure Agreement' means this Continuing Disclosure Agreement, as
the same may be supplemented and amended pursuant to Section 8 hereof.

"Continuing Disclosure Certificate'" means a Continuing Disclosure Certificate in the
form attached hereto as Exhibit B delivered by the Issuer to the Dissemination Agent pursuant to
Section 5 hereof.

"Dissemination Agent" means Florida League of Cities, Inc., acting in its capacity as
Dissemination Agent hereunder, or any successor Dissemination Agent which is appointed
pursuant to Section 3 hereof or to which the responsibilities of Dissemination Agent under this
Continuing Disclosure Agreement shall have been assigned in accordance with Section 9 hereof.
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"EMMA" means the Electronic Municipal Market Access System as described in
Securities and Exchange Commission Release No. 34-59062 and maintained by the Municipal
Securities Rulemaking Board for purposes of the Rule as further described in Sections 4 and 6
hereof.

"Event Notice" means notice of the occurrence of a Listed Event.

"Final Official Statement' means the Final Official Statement (as defined in paragraph
(H)(3) of the Rule) prepared in connection with the Offering of the Bonds.

"Financial Information" means financial information related to the Issuer of the types
identified in the Continuing Disclosure Certificate most recently delivered by the Issuer to the
Dissemination Agent in accordance with Section 5 hereof. The Financial Information (i) shall be
prepared for the Fiscal Year immediately preceding the date of the Annual Report containing
such Financial Information, and (i1) shall be prepared on the basis of the Audited Financial
Statements to be provided to the Dissemination Agent concurrently with the Annual Report,
provided that, if the Audited Financial Statements are to be provided to the Dissemination Agent
subsequent to the date that the Annual Report is provided to the Dissemination Agent, such
Financial Information may be prepared on the basis of the Unaudited Financial Statements.

"Governing Body" shall mean the governing body of the Issuer which shall approve the
Audited Financial Statements.

"Indenture" means the Trust Indenture dated as of May 1, 2011, by and between the
Issuer and Deutsche Bank Trust Company Americas, as Trustee.

"Insurer' means Assured Guaranty Municipal Corp.
"Issuer'" means Florida Municipal Loan Council.

"Listed Events" means any of the events which are listed in paragraph (b)(5)(i)(C) of
the Rule as in effect on the date hereof and which are set forth in Section 6 hereof.

"MSRB" means the Municipal Securities Rulemaking Board.

"Offering" shall have the meaning ascribed thereto in paragraph (a) of the Rule.

"Operating Data" means operating data of the types identified in the Continuing
Disclosure Certificate most recently delivered by the Issuer to the Dissemination Agent in
accordance with Section 5 hereof. The Operating Data shall be prepared for the Fiscal Year
immediately preceding the date of the Annual Report containing such Operating Data.

"Participating Underwriter' means Wells Fargo Bank, National Association.

"Rating Agencies" means Fitch, Inc. and Standard & Poor's Ratings Services.



"Rule" means Rule 15¢2-12 adopted by the SEC under the Securities Exchange Act of
1934, as amended, as the Rule may be amended from time to time, or any successor provision
thereto.

"SEC" means the Securities and Exchange Commission.

"SID" means any state information depository that is established within the State of
Florida and with which the Borrower is legally required to file the information set forth herein.

"Trustee'" means Deutsche Bank Trust Company Americas, as trustee under the
Indenture.

"Unaudited Financial Statements" means unaudited financial statements of the Issuer
for any Fiscal Year which have been prepared on a basis substantially consistent with the
Audited Financial Statements to be subsequently prepared for such Fiscal Year. The Unaudited
Financial Statements for any Fiscal Year shall be prepared on a comparative basis with the
Audited Financial Statements prepared for the preceding Fiscal Year.

SECTION 3. Appointment of Dissemination Agent: Obligations of Issuer
Respecting Undertaking. (a) The Issuer hereby appoints Florida League of Cities, Inc. to act as
the initial Dissemination Agent hereunder. Florida League of Cities, Inc. hereby accepts such
appointment. The Issuer may, from time to time, appoint a successor Dissemination Agent or
discharge any then acting Dissemination Agent, with or without cause. If at any time there shall
be no Dissemination Agent appointed and acting hereunder or the then appointed and acting
Dissemination Agent shall fail to perform its obligations hereunder, the Issuer shall discharge
such obligations until such time as the Issuer shall appoint a successor Dissemination Agent or
the then appointed and acting Dissemination Agent shall resume the performance of such
obligations.

(b) The Issuer hereby acknowledges that the Issuer is obligated to comply
with paragraph (5)(i) of the Rule in connection with the issuance of the Bonds and that the
appointment of the Dissemination Agent as agent of the Issuer for the purposes herein provided
does not relieve the Issuer of its obligations with respect to paragraph (5)(i) of the Rule.

SECTION 4. Annual Financial Information. (a) The Annual Financial Information
shall be contained in the Annual Reports and, if provided separately in accordance with Section
5(b) hereof, the Audited Financial Statements which the Issuer is required to deliver to the
Dissemination Agent for dissemination in accordance with this Section 4.

(b) The Dissemination Agent shall notify the Issuer of each Annual Report
Date and of the Issuer's obligation hereunder not more than 60 and not less than 30 days prior to
each Annual Report Date. The Issuer shall provide an Annual Report to the Dissemination
Agent, together with an Annual Report Certificate, not later than each Annual Report Date,
provided that, if the Annual Report does not include the Audited Financial Statements, the Issuer



shall provide the Audited Financial Statements to the Dissemination Agent as soon as practicable
after they shall have been approved by the Governing Body.

(©) The Dissemination Agent shall provide the Annual Report and, if
received separately in accordance with Section 4(b) hereof, the Annual Financial Statements, to
EMMA, the Trustee, the Rating Agencies and the Insurer within five (5) Business Days after
receipt thereof from the Issuer.

(d) The Dissemination Agent shall provide the Issuer and the Trustee written
confirmation that the Annual Report and, if received separately in accordance with Section 4(b)
hereof, the Annual Financial Statements, were provided to EMMA in accordance with Section
4(c) hereof.

(e) If the Dissemination Agent shall not have filed the Annual Report by the
Annual Report Date, the Dissemination Agent shall so notify EMMA, the Trustee and the Insurer
within five (5) Business Days of the Annual Report Date.

SECTION 5. Continuing Disclosure Certificates. (a) The Issuer shall prepare a
Continuing Disclosure Certificate in the form attached hereto as Exhibit B in connection with the
Offering of the Bonds and shall deliver the same to the Dissemination Agent for dissemination to
the Participating Underwriter and Trustee.

(b) Prior to the deletion or substitution of any Financial Information and
Operating Data from the information listed in Exhibit B hereto, the Issuer will obtain an opinion
of nationally recognized disclosure counsel (which may also act as outside counsel to the Issuer)
addressed to the Issuer, the Participating Underwriter, the Trustee and the Dissemination Agent,
to the effect that the Financial Information and Operating Data to be provided will comply with
the Rule, as in effect on the date of the Offering of the Bonds and taking into account any
amendment or interpretation of the Rule by the SEC or any adjudication of the Rule by a final
decision of a court of competent jurisdiction which may have occurred subsequent to the
execution and delivery of this Continuing Disclosure Agreement. The Dissemination Agent is
entitled to rely on such opinion without further investigation.

() Notwithstanding Section 5(b) hereof, the Issuer shall not be required to
comply with Section 5(b) hereof if such Section shall no longer be deemed to be required in
order for this Continuing Disclosure Agreement to comply with the Rule as a result of the
adoption, rendering or delivery of (i) an amendment or interpretation of the Rule by the SEC, (ii)
an adjudication of the Rule by a final decision of a court of competent jurisdiction or (iii) an
opinion of nationally recognized disclosure counsel (which may also act as outside counsel to the
Issuer), in each case, to that effect.

(d) Any delivery of a Continuing Disclosure Certificate pursuant to Section
5(b) hereof shall not be deemed to be an amendment to this Continuing Disclosure Agreement
and shall not be subject to the provisions of Section 8 hereof.



SECTION 6. Reporting of Listed Events. (a) This Section 6 governs the provision of

Event Notices relating to Listed Events with respect to the Bonds. The Issuer shall provide to the
MSRB and to the SID, if any, on a timely basis not in excess of ten (10) business days after the
occurrence of the event, notice of any of the following events, if such event is material with
respect to the Bonds or the Issuer’s ability to satisfy its payment obligations with respect to the
Bonds. The following events are "Listed Events":

(1)
(i)
(iii)

(iv)

)

(vi)

(vii)
(viii)
(ix)
(x)
(x1)

(xii)

(xiii)

principal and interest payment deficiencies;
non-payment related defaults;

unscheduled draws on debt service reserves reflecting financial
difficulties;

unscheduled draws on credit enhancements reflecting financial
difficulties;

substitution of credit or liquidity providers or their failure to
perform;

adverse tax opinions, the issuance by the Internal Revenue Service
of proposed or final determinations of taxability, Notices of
Proposed Issue or other material notices or determinations with
respect to the tax status of the Bonds, or other material events
affecting the tax status of the Bonds;

modifications to the rights of the holders of the Bonds;
optional, contingent or unscheduled redemption calls;
tender offers with respect to the Bonds;

defeasances;

release, satisfaction or sale of property securing repayment of the
Bonds;

rating changes;

bankruptcy, insolvency, receivership or similar event of the Issuer
(this event is considered to occur when any of the following occur;
the appointment of a receiver, fiscal agent or similar officer for the
Issuer in a proceeding under the U.S. Bankruptcy Code or in any
other proceeding under state or federal law in which a court or
governmental authority has assumed jurisdiction over substantially
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all of the assets or business of the Issuer, or if such jurisdiction has
been assumed by leaving the existing governing body and officials
or officers in possession but subject to the supervision and orders
of a court or governmental authority, or the entry of an order
confirming a plan of reorganization, arrangement or liquidation by
a court or governmental authority having supervision or
jurisdiction over substantially all of the assets or business of the
Issuer);

(xiv) the consummation of a merger, consolidation, or acquisition
involving the Issuer or the sale of all or substantially all of the
assets of the Issuer other than in the ordinary course of business,
the entry into a definitive agreement to undertake such an action or
the termination of a definitive agreement relating to any such
actions, other than pursuant to its terms; and

(xv) appointment of a successor or additional trustee or the change of
name of a trustee.

Appointment of a successor or additional trustee or the change of name of a trustee; and;

provided that each of the Listed Events shall be interpreted in accordance with any interpretation
of the Rule by the SEC or adjudication of the Rule by a final decision of a court of competent
jurisdiction which may occur subsequent to the date of the original execution and delivery
hereof.

(b) Whenever the Issuer obtains actual knowledge of the occurrence of any of
the Listed Events, the Issuer shall, on a timely basis and in any event within ten (10) Business
Days, determine whether the occurrence of such event is material to any of the Bondholders,
provided, that any event under Sections 6(i), (iii), (iv), (v), (vi), (ix), (x), (xii) and (xii1) above
will always be deemed to be material.

() If the Issuer determines that the occurrence of any of the Listed Events is
material to any of the Bondholders, the Issuer shall promptly notify the Dissemination Agent of
such determination in writing and instruct the Dissemination Agent to provide Event Notice in
accordance with Section 6(e) hereof.

(d) If the Issuer determines that the occurrence of the Listed Event described
in such notice is not material, the Issuer shall notify the Dissemination Agent of such
determination, and no Event Notice shall be provided pursuant to Section 6(e) hereof. The
determination of the Issuer under this paragraph (d) shall be conclusive and binding on all parties
hereto.

(e) If the Issuer instructs the Dissemination Agent to provide an Event Notice
pursuant to Section 6(c) hereof, the Dissemination Agent shall, within three (3) Business Days
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thereafter, file an Event Notice with EMMA, the Trustee, the Rating Agencies and the Insurer.
The Dissemination Agent shall provide the Issuer and the Trustee written confirmation that such
Event Notice was provided to EMMA in accordance with this Section 6(e).

() Notwithstanding the foregoing, an Event Notice with respect to a Listed
Event described in Section 6(a)(viii) or (ix) shall not be given under this Section 6 any earlier
than the notice (if any) of such event is given to the affected Bondholders pursuant to the
Indenture, as confirmed to the Dissemination Agent by the Trustee. The Dissemination Agent
shall have no liability for failure of notice given to Bondholders if it does not receive the
necessary confirmation from the Trustee after written request.

(2) Notwithstanding the foregoing, whenever the Issuer authorizes a change in
either its Fiscal Year or the accounting principles by which its Audited Financial Statements are
prepared, the Issuer shall provide the Dissemination Agent with written notice of such change
and instruct the Dissemination Agent to file a copy of such notice with EMMA, the Insurer, the
Rating Agencies and the Trustee, and the Dissemination Agent shall, within three (3) Business
Days thereafter, file a copy of such notice with EMMA, the Insurer, the Rating Agencies and the
Trustee. The Dissemination Agent shall provide the Issuer written confirmation that such notice
was provided to EMMA in accordance with this Section 6(g).

SECTION 7. Additional Information. Nothing in this Continuing Disclosure
Agreement shall be deemed to prevent (i) the Issuer from disseminating any information or
notice of the occurrence of any event using the means of dissemination specified in this
Continuing Disclosure Agreement or other means or (ii) the Issuer from including in an Annual
Report any information which shall be in addition to the Financial Information, Operating Data
and Audited or Unaudited Financial Statements required by Section 4 hereof to be included in
such Annual Report, provided that this Continuing Disclosure Agreement shall not be deemed to
require the Issuer to include or update any such additional information in any subsequently
prepared Annual Report.

SECTION 8. Amendments: Waivers. This Continuing Disclosure Agreement may be
amended, and any provision hereof may be waived, by the parties hereto if prior to the effective
date of any such amendment or waiver, the Issuer delivers to the Dissemination Agent and the
Trustee an opinion of nationally recognized disclosure counsel (which may also act as outside
counsel to one or more members of the Issuer), to the effect that this Continuing Disclosure
Agreement (taking into account such amendment or waiver) complies with the Rule, as in effect
on the date of the Offering of Bonds or after the execution and delivery of this Continuing
Disclosure Agreement, taking into account any amendment or interpretation of the Rule by the
SEC or any adjudication of the Rule by a final decision of a court of competent jurisdiction
which may have occurred subsequent to the execution and delivery of this Continuing Disclosure
Agreement. The Dissemination Agent shall notify EMMA of any such amendment and shall
provide EMMA with a copy of any such amendment.

SECTION 9. Assignment. The Issuer may not assign its obligations under this
Continuing Disclosure Agreement. The Dissemination Agent may assign its rights and
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responsibilities hereunder to a third party with the consent of the Issuer, which shall not be
unreasonably withheld.

SECTION 10. Compensation of the Dissemination Agent. As compensation to the
Dissemination Agent for its services pursuant to this Continuing Disclosure Agreement, the
Issuer agrees to pay all fees and all expenses of the Dissemination Agent including, without
limitation, all reasonable expenses, charges, costs and other disbursements in the administration
and performance of its duties hereunder, and shall to the extent permitted by law indemnify and
save the Dissemination Agent and its officers, directors, attorneys, agents and employees
harmless from and against any costs, expenses, damages or other liabilities (including attorneys
fees) which it (or they) may incur in the exercise of its (or their) powers and duties hereunder,
except with respect to its (or their) willful misconduct or gross negligence.

SECTION 11. Concerning the Dissemination Agent and the Issuer. (a) The
Dissemination Agent is not answerable for the exercise of any discretion or power under this
Continuing Disclosure Agreement or for anything whatever in connection herewith, except only
its own willful misconduct or gross negligence. The Dissemination Agent shall have no liability
to the Bondholders or any other person with respect to the undertakings described in Section 1
hereof except as expressly set forth in this Continuing Disclosure Agreement regarding its own
willful misconduct or gross negligence.

(b) The Dissemination Agent has no responsibility or liability hereunder for
determining compliance for any information submitted hereunder with any law, rule or
regulation or the terms of this agreement. The Dissemination Agent shall have no responsibility
for disseminating information not delivered to it or giving notice of non-delivery except as
specifically required hereunder; and

(c) The parties to this Continuing Disclosure Agreement acknowledge and
agree that the Issuer assumes no obligations hereunder other than those specifically assumed by
the Issuer herein.

SECTION 12. Termination of this Continuing Disclosure Agreement. This
Continuing Disclosure Agreement shall terminate at such time as the Bonds are no longer
outstanding.

SECTION 13. Beneficiaries. This Continuing Disclosure Agreement shall inure solely
to the benefit of the Dissemination Agent, the Trustee, the Issuer, the Insurer, the Participating
Underwriter and the Bondholders. This Continuing Disclosure Agreement shall not be deemed
to inure to the benefit of or grant any rights to any party other than the parties specified in the
preceding sentence.

SECTION 14. Counterparts. This Continuing Disclosure Agreement may be executed

in several counterparts, each of which shall be an original and all of which shall constitute one
and the same instrument.
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SECTION 15. Governing Law. This Continuing Disclosure Agreement shall be
governed by the laws of the State of Florida.




IN WITNESS WHEREOF, the Issuer and the Dissemination Agent have caused this
Continuing Disclosure Agreement to be executed and delivered as of the date first written above.

FLORIDA MUNICIPAL LOAN COUNCIL,

as Issuer
By:
Its: Chairman

FLORIDA LEAGUE OF CITIES, INC., as
Dissemination Agent

By:
Its: Executive Director




EXHIBIT A

Form of Annual Report Certificate

The undersigned duly appointed and acting of Florida Municipal Loan
Council, as Issuer under the Continuing Disclosure Agreement (hereinafter described) (the
"Issuer"), hereby certifies on behalf of the Issuer pursuant to the Continuing Disclosure
Agreement dated as of May 1, 2011 (the "Continuing Disclosure Agreement") executed and
delivered by the Issuer and accepted by Florida League of Cities, Inc., as Dissemination Agent
(the "Dissemination Agent"), as follows:

1. Definitions. Capitalized terms used but not defined herein shall have the meanings
ascribed thereto in the Continuing Disclosure Agreement.

2. Annual Report. Accompanying this Annual Report Certificate is the Annual Report for
the Fiscal Year ended.

3. Compliance with Continuing Disclosure Agreement. The Annual Report is being
delivered to the Dissemination Agent herewith not later than 270 days after the end of the Fiscal
Year to which the Annual Report relates. The Annual Report contains, or includes by reference,
Financial Information and Operating Data of the types identified in the Continuing Disclosure
Certificate most recently delivered to the Dissemination Agent pursuant to Section 5 of the
Continuing Disclosure Agreement. To the extent any such Financial Information or Operating
Data is included in the Annual Report by reference, any document so referred to has been
previously provided to EMMA or filed with the SEC.

Such Financial Information and Operating Data have been prepared on the basis of the
[Audited/Unaudited] Financial Statements. [Such Audited Financial Statements are included as
part of the Annual Report.] [Because the Audited Financial Statements have not been approved
by the Issuer as of the date hereof the Unaudited Financial Statements have been included as part
of the Annual Report. The Unaudited Financial Statements have been prepared on a basis
substantially consistent with such Audited Financial Statements. The Issuer shall deliver such
Audited Financial Statements to the Dissemination Agent as soon as practicable after they have
been approved by the Governing Body.]



IN WITNESS WHEREOF, the undersigned has executed and delivered this Annual
Report Certificate to the Dissemination Agent, which has received such certificate and the
Annual Report, all as of the day of the day of ,

FLORIDA MUNICIPAL LOAN COUNCIL,
as Issuer

By:

Its:

Acknowledgment of Receipt:

FLORIDA LEAGUE OF CITIES, INC.,
as Dissemination Agent

By:
Its:




EXHIBIT B
Form of Section 5(a) Continuing Disclosure Certificate

Florida League of Cities, Inc.
Tallahassee, Florida

Deutsche Bank Trust Company Americas
New York, New York

Wells Fargo Bank, National Association
Clearwater, Florida

The undersigned duly appointed and acting Chairman of Florida Municipal Loan Council
(the "Issuer") hereby certifies on behalf of the Issuer pursuant to the Continuing Disclosure
Agreement dated as of May 1, 2011 (the "Continuing Disclosure Agreement") executed and
delivered by the Issuer and accepted by Florida League of Cities, Inc., as Dissemination Agent
(the "Dissemination Agent"), as follows:

1. Definitions. Capitalized terms used but not defined herein shall have the meanings
ascribed thereto in the Continuing Disclosure Agreement.

2. Purpose. The Issuer is delivering this Continuing Disclosure Certificate to the
Dissemination Agent pursuant to Section 5(a) of the Continuing Disclosure Agreement.

3. Written Undertaking. On behalf of the Issuer, the Issuer hereby designates the
Continuing Disclosure Agreement to be the written undertaking under paragraph (b)(5) of the
Rule with respect to the $ Florida Municipal Loan Council Revenue Bonds, Series
2011D.

4. Financial Information and Operating Data Included in Final Official Statement.
The following types of Financial Information and Operating Data were included in the Final
Official Statement for the Bonds and are to be included in the Annual Report:

(a) Financial Information None
(b) Operating Data None

5. Annual Report. Until such time as the Issuer delivers a revised Continuing
Disclosure Certificate and an opinion of disclosure counsel to the Dissemination Agent pursuant
to Section 5 of the Continuing Disclosure Agreement, the Financial Information and Operating
Data of the types identified in paragraph 4 of this certificate shall be included in the Annual
Reports delivered by the Dissemination Agent pursuant to Section 4 of the Continuing
Disclosure Agreement.




IN WITNESS WHEREOQOF, the undersigned has executed and delivered this Continuing
Disclosure Certificate to the Dissemination Agent, which has received the same, all as of the 1*
day of ,

FLORIDA MUNICIPAL LOAN COUNCIL,
as Issuer

By:

Its: Chairman
Acknowledgment of Receipt:
FLORIDA LEAGUE OF CITIES, INC.,

as Dissemination Agent

By:
Its: Executive Director
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FLORIDA MUNICIPAL LOAN COUNCIL,
Issuer
and
DEUTSCHE BANK TRUST COMPANY AMERICAS,

Trustee

TRUST INDENTURE

$ Florida Municipal Loan Council Revenue Bonds, Series 2011D

Dated as of May 1, 2011

This instrument also constitutes a security agreement under the laws of the State of Florida.

This Instrument Prepared by:

JoLinda Herring, Esq.
Bryant Miller Olive P.A.

One Biscayne Tower

25, Biscayne Boulevard, Suite 1480
Miami, Florida 33131

and

Grace E. Dunlap, Esq.
Bryant Miller Olive P.A.

One Tampa City Center

201 North Franklin Street, Suite 2700
Tampa, Florida 33602
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TRUST INDENTURE

THIS TRUST INDENTURE is made and entered into as of May 1, 2011, by and between
FLORIDA MUNICIPAL LOAN COUNCIL, a legal entity and public body corporate and politic
duly created and existing under the Constitution and laws of the State of Florida (the
“Council”), and DEUTSCHE BANK TRUST COMPANY AMERICAS, a New York state banking
corporation, duly organized, existing and authorized to accept and execute trusts of the
character herein set out, as Trustee (the “Trustee”).

WITNESSETH:

WHEREAS, all capitalized undefined terms used herein shall have the meanings set
forth in Article I hereof; and

WHEREAS, the Council is duly created and existing pursuant to the Constitution and
laws of the State of Florida, including particularly Part I of Chapter 163, Florida Statutes, as
amended (the “Interlocal Act”), and initially certain resolutions of the City of Stuart, Florida, the
City of Deland, Florida and the City of Rockledge, Florida; and

WHEREAS, the Council, pursuant to the authority of the Interlocal Act and other
applicable provisions of law, is authorized, among other things, to issue revenue bonds on
behalf of and for the benefit of the Borrower in the State in order to finance, refinance or
reimburse the cost of qualified Projects of Borrower, such bonds to be secured by instruments
evidencing and securing loans to said Borrower and to be payable solely out of the payments
made by such Borrower pursuant to Loan Agreement entered into between the Borrower and
the Council or from other moneys designated as available therefor and not otherwise pledged
or used as security, and to enter into a trust indenture providing for the issuance of such bonds
and for their payment and security; and

WHEREAS, the Council has determined that the public interest will be best served and
that the purposes of the Interlocal Act can be more advantageously obtained by the Council’s
issuance of revenue bonds in order to provide funds to loan to the Borrower to finance,
refinance or reimburse the cost of qualifying Projects pursuant to Loan Agreement between the
Borrower and the Council; and

WHEREAS, the Council has previously by a resolution adopted on October 23, 2002 (the
“Resolution”), authorized the issuance of its Florida Municipal Loan Council Revenue Bonds, in
various series in an additional aggregate principal amount of not exceeding $750,000,000,
pursuant to certain trust indentures, to provide funds to finance, refinance or reimburse the cost
of qualified Projects of the participating Borrowers; and

GRANTING CLAUSE SECOND

All moneys and securities from time to time held by the Trustee under the terms of this
Indenture (except for moneys and securities held in the Rebate Fund); and

GRANTING CLAUSE THIRD

All Revenues, any proceeds of the Bond Insurance Policy, any and all other property,
rights and interests of every kind and nature from time to time hereafter by delivery or by
writing of any kind granted, bargained, sold, alienated, demised, released, conveyed, assigned,
transferred, pledged, hypothecated or otherwise subjected hereto, as and for additional security
herewith, by the Council or any other person on its behalf or with its written consent, and the
Trustee is hereby authorized to receive any and all such property at any and all times and to
hold and apply the same subject to the terms hereof;

TO HAVE AND TO HOLD all and singular the Trust Estate, whether now owned or
hereafter acquired, to the Trustee and its respective successors in trust and assigns forever;

IN TRUST NEVERTHELESS, upon the terms and trusts herein set forth for the equal
and proportionate benefit, security and protection of all present and future owners of the Bonds
issued under and secured by this Indenture [and the Bond Insurer] without privilege, priority
or distinction as to the lien or otherwise of any of the Bonds over any of the other Bonds;

PROVIDED, HOWEVER, that the holders of the Bonds shall be entitled to payment only
from the Loan Agreement more fully described in Granting Clause First hereof pledged for the
payment of such Bonds, the Funds and Accounts set forth in Granting Clause Second hereof
established for such Bonds and the Revenues, proceeds of the Bond Insurance Policy and other
property, rights and interests described in Granting Clause Third pledged for the payment of
such Bonds;

AND FURTHER PROVIDED, that if the Council, its successors or assigns, shall well and
truly pay, or cause to be paid, the principal of, premium, if any, and interest on the Bonds due
or to become due thereon, at the times and in the manner mentioned in the Bonds and as
provided in Article II hereof according to the true intent and meaning thereof, and shall cause
the payments to be made as required under Article II hereof, or shall provide, as permitted
hereby, for the payment thereof in accordance with Article VIII hereof, and shall well and truly
keep, perform and observe all the covenants and conditions pursuant to the terms of this
Indenture to be kept, performed and observed by it, and shall pay or cause to be paid to the
Trustee and any Paying Agent all sums of money due or to become due in accordance with the
terms and provisions hereof, then upon such final payments or deposits as provided in Article
VIII hereof, this Indenture and the rights hereby granted shall cease, terminate and be void and
the Trustee shall thereupon cancel and discharge this Indenture and execute and deliver to the
Council such instruments in writing as shall be requisite to evidence the discharge hereof.

WHEREAS, the Council has now determined to issue its $. Florida Municipal
Loan Council Revenue Bonds, Series 2011D at this time pursuant to this Trust Indenture for the
purposes more fully described herein; and

WHEREAS, in order to secure the payment when due of the principal of, premium, if
any, and interest on the Bonds, the Borrower has pledged in the Loan Agreement to pay from
specific revenues of the Borrower; and

[WHEREAS, the Council has obtained a commitment from the Bond Insurer to issue a
Bond Insurance Policy in connection with the issuance of the Bonds.]

NOW, THEREFORE, THIS TRUST INDENTURE
WITNESSETH:
GRANTING CLAUSES

The Council, in consideration of the premises and the acceptance by the Trustee of the
trusts hereby created and of the purchase and acceptance of the Bonds by the owners thereof,
and for other good and valuable consideration, the receipt of which is hereby acknowledged, in
order to secure the payment of the principal of, premium, if any, and interest on the Bonds
according to their tenor and effect and to secure the performance and observance by the Council
of all the covenants expressed or implied herein and in the Bonds, does hereby grant, bargain,
sell, convey, mortgage, assign, pledge and grant, without recourse, a security interest in the
Trust Estate to the Trustee, and its successors in trust and assigns forever, for the securing of the
performance of the obligations of the Council hereinafter set forth:

GRANTING CLAUSE FIRST

All right, title and interest of the Council under the Loan Agreement (excluding fees and
expenses payable to the Council and rights of the Council to indemnity and notices thereunder
and excluding any payments made by the Borrower to comply with the rebate provisions of
Section 148(f) of the Code) if, as and when entered into by the Borrower and any documents
securing payment thereunder, including all extensions and renewals of any of the terms of the
Loan Agreement and any documents securing payment thereunder, if any, and without limiting
the generality of the foregoing, the present and continuing right to make claim for, collect,
receive and receipt for any income, issues and profits and other sums of money payable to or
receivable by the Council to bring actions or proceedings under the Loan Agreement, any
documents securing payment thereunder or for the enforcement thereof, and to do any and all
things which the Council is or may become entitled to do under or due to its ownership of the
interests hereby granted in the Loan Agreement; and

THIS TRUST INDENTURE FURTHER WITNESSETH, and it is expressly declared, that
all Bonds issued and secured hereunder are to be issued, authenticated and delivered and all of
the Trust Estate is to be dealt with and disposed of, under, upon and subject to the terms,
conditions, stipulations, covenants, agreements, trusts, uses and purposes hereinafter
expressed, and the Council has agreed and covenanted, and does hereby agree and covenant,
with the Trustee and with the respective owners, from time to time, of the Bonds, or any part
thereof, as follows:

ARTICLEI

DEFINITIONS AND RULES OF INTERPRETATION

SECTION 1.01. Definitions.

Unless the context otherwise requires, the terms defined in this Section shall, for all
purposes of this Indenture and of any Supplemental Indenture, have the meanings herein
specified.

“Accountant” or “Accountants” means an independent certified public accountant or a
firm of independent certified public accountants.

“Accounts” means the accounts created pursuant to Section 4.02 hereof.

“Act” means collectively, Chapter 163, Part I, Florida Statutes, Chapter 166, Part II,
Florida Statutes, and Chapter 125, Part I, as amended, and all other applicable provisions of law.

“Additional Payments” means payments required by Section 5.03 of the Loan
Agreement.

“Amortization Installment” with respect to any Term Bonds, shall mean an amount so
designated for mandatory principal installments (for mandatory call or otherwise) payable on
any Terms Bonds issued under the provisions of this Indenture.

“Arbitrage Regulations” means the income tax regulations promulgated, proposed or
applicable pursuant to Section 148 of the Code, as the same may be amended or supplemented
or proposed to be amended or supplemented from time to time.

“Authorized Denominations” means $5,000 and integral multiples thereof.

“Authorized Representative” means, when used pertaining to the Council, the
Chairman of the Council and such other designated members, agents or representatives as may
hereafter be selected by Council resolution and, when used with reference to a Borrower which
is a municipality, means the person performing the functions of the Mayor or Deputy or Vice



Mayor thereof and, when used with reference to a Borrower which is a County means the
person performing the functions of the Chairman or Vice Chairman of the Board of County
Commissioners of such Borrower, and, when used with reference to an act or document, also
means any other person authorized by resolution to perform such act or sign such document.

“Basic Payments” means the payments denominated as such in Section 5.01 of the Loan
Agreement.

“Board” means the governing body of the Borrower.

“Bond Counsel” means Bryant Miller Olive P.A., Tampa, Florida, or any other nationally
recognized bond counsel which is selected by the Council and acceptable to the Trustee.

“Bondholder” or “Holder” or “holder of Bonds” or “Owner” or “owner of Bonds”,
whenever used herein with respect to a Bond, means the person in whose name such Bond is
registered.

[“Bond Insurance Policy” means the financial guaranty insurance policy of the Bond
Insurer which insures payment when due of the principal of and interest on the Bonds as
provided therein.]

[“Bond Insurance Premium” with respect to the Bonds, means the premiums payable to
the Bond Insurer for the Bond Insurance Policy.]
[“Bond Insurer” means and any successor thereto.]

“Bonds” means the $ Florida Municipal Loan Council Revenue Bonds, Series
2011D issued hereunder.

“Bond Year” means a 12-month period beginning on 2, ending on and including
the following 1, except for the first period which begins on 2011 and ends on
1,2012.

“Borrower” means the City of Hialeah, Florida, a governmental unit which has entered
into a Loan Agreement and which is borrowing and using the Loan proceeds to finance,
refinance and/or be reimbursed for, all or a portion of the costs of one or more Projects.

“Business Day” means a day of the year which is not a Saturday or Sunday or a day on
which the Trustee is lawfully closed or on which the New York Stock Exchange is closed.

“Certificate,” “Statement,” “Request,” “Requisition” and “Order” of the Council mean,
respectively, a written certificate, statement, request, requisition or order signed in the name of
the Council by its Chairman, Executive Director or such other person as may be designated and

“Financial Newspaper” or “Journal” means The Wall Street Journal or The Bond Buyer
or any other newspaper or journal containing financial news, printed in the English language,
customarily published on each Business Day and circulated in New York, New York, and
selected by the Trustee, whose decision shall be final and conclusive.

“Fiscal Year” means the fiscal year of the Borrower.

“Fitch” means Fitch, Inc. d/b/a Fitch Ratings, a corporation organized and existing under
the laws of the State of Delaware, its successors and assigns and if such corporation shall be
dissolved or liquidated or shall no longer perform the functions of a securities rating agency,
“Fitch” shall be deemed to refer to any other nationally recognized securities rating agency
designated by the Council, [with approval of the Bond Insurer,] by notice to the Trustee.

“Florida Municipal Investment Trust” means the investment trust administered by the
Florida League of Cities, Inc., which consists of U.S. Treasuries, federal agency securities,
instrumentalities and high grade corporate securities.

“Funds” means the funds created pursuant to Section 4.02 hereof.

“Governmental Obligations” means (a) direct and general obligations of the United
States of America, or those which are unconditionally guaranteed as to principal and interest by
the same, and (b) pre-refunded municipal obligations meeting the following criteria:

(i) the municipal obligations must be rated AAA by S&P and AAA by Fitch
and may not be callable prior to maturity or, alternatively, the trustee has received
irrevocable instructions concerning their calling and redemption;

(i) the municipal obligations are secured by cash or securities described in
clause (a) above (the “Defeasance Obligations”), which cash or Defeasance Obligations
may be applied only to interest, principal, and premium payments of such municipal
obligations;

(iti)  the principal and interest of the Defeasance Obligations (plus any cash in
the fund) are sufficient to meet the liabilities of the municipal obligations;

(iv)  the Defeasance Obligations serving as security for the municipal
obligations must be held by an escrow agent or a trustee; and

) the Defeasance Obligations are not available to satisfy any other claims,
including those against the Trustee or escrow agent.

Additionally, evidences of ownership of proportionate interests in future interest and
principal payments of Defeasance Obligations are permissible. Investments in these
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authorized to sign for the Council. Any such instrument and supporting opinions or
representations, if any, may, but need not, be combined in a single instrument with any other
instrument, opinion or representation, and the two or more so combined shall be read and
construed as a single instrument.

“Closing” means the closing of a Loan pursuant to this Indenture and a Loan
Agreement.

“Code” means the Internal Revenue Code of 1986, as amended, and the regulations
promulgated, proposed, or applicable thereunder.

“Commencement Date” means the date when the term of a Loan Agreement begins and
the obligation of the Borrower thereunder to make Loan Repayments accrues.

“Council” means the Florida Municipal Loan Council.
“Cost” means “Cost” as defined in the Act.
“Cost of Issuance Fund” means the fund by that name created by Section 4.02 hereof.

“Counsel” means an attorney duly admitted to practice law before the highest court of
any state and, without limitation, may include legal counsel for either the Council or the
Borrower.

“Default” means an event or condition the occurrence of which would, with the lapse of
time or the giving of notice or both, become an Event of Default.

“Depository” means the securities depository acting as Depository under this Indenture,
which may be the Council.

“Designated Member” means any designated person selected by the Council.

“Designated Office” means, with respect to the Trustee, the office set forth in or
pursuant to Section 14.05 hereof.

“DTC” means The Depository Trust Company, New York, New York, and its successors
and assigns.

“Event of Default” means any occurrence or event specified in Section 9.01 hereof.

“Executive Director” means the Executive Director of the Program Administrator and
his successor.

proportionate interests are limited to circumstances wherein (a) a bank or trust company acts as
custodian and holds the underlying obligations; (b) the owner of the investment is the real party
in interest and has the right to proceed directly and individually against the obligor of the
underlying obligations; and (c) the underlying obligations are held in a special account separate
and apart from the custodian’s general assets, and are not available to satisfy any claim of the
custodian, any person claiming through the custodian, or any person to whom the custodian
may be obligated.

“Indenture” means this Trust Indenture dated as of May 1, 2011 between the Council
and the Trustee, including any indentures supplemental thereto, pursuant to which (i) the
Bonds are authorized to be issued and (ii) the Council’s interest in the Trust Estate is pledged as
security for the payment of principal of, premium, if any, and interest on the Bonds.

“Interest Payment Date” means April 1 and October 1 of each year, beginning October 1,
2011.

“Interest Period” means the period commencing on an Interest Payment Date and
ending on the day preceding the next Interest Payment Date, provided that the initial Interest
Period shall commence on the dated date of the Bonds.

“Interlocal Act” means Chapter 163, Part I, Florida Statutes.

“Interlocal Agreement” means that certain Interlocal Agreement originally dated as of
December 1, 1998, among the various governmental entities executing it from time to time,
(until the withdrawal of such members) the original parties to which are the City of Stuart, the
City of Deland and the City of Rockledge.

“Investment Securities” means any of the following investments:

A. Direct obligations of the United States of America (including obligations
issued or held in book-entry form on the books of the Department of the Treasury, and
CATS and TIGRS) or obligations, the principal of and interest on which are
unconditionally guaranteed by the United States of America.

B. Bonds, debentures, notes or other evidence of indebtedness issued or
guaranteed by any of the following federal agencies and provided such obligations are
backed by the full faith and credit of the United States of America (stripped securities are
permitted only if they have been stripped by the agency itself):

1. U.S. Export-Import Bank (Eximbank)

Direct obligations or fully guaranteed certificates of beneficial
ownership

2. Farmers Home Administration (FMHA)
Certificates of beneficial ownership



3. Federal Financing Bank
4. Federal Housing Administration Debentures (FHA)

5. General Services Administration
Participation certificates

6. Government National Mortgage Association (GNMA or “Ginnie
Mae”)

GNMA-guaranteed mortgage-backed bonds
GNMA-guaranteed pass-through obligations
(not acceptable for certain cash-flow-sensitive issues.

7. U.S. Maritime Administration
Guaranteed Title XI financing

8. U.S. Department of Housing and Urban Development (HUD)
Project Notes

Local Authority Bonds

New Communities Debentures-U.S. government guaranteed
debentures

U.S. Public Housing Notes and Bonds-U.S. government
guaranteed public housing notes and bonds

C. Bonds, debentures, notes or other evidence of indebtedness issued or
guaranteed by any of the following non-full faith and credit U.S. government agencies
(stripped securities are permitted only if they have been stripped by the agency itself):

1 Federal Home Loan Bank System
Senior debt obligations

2. Federal Home Loan Mortgage Corporation (FHLMC or “Freddie
Mac”) Participation Certificates

Senior debt obligations

3. Federal National Mortgage Association (FNMA or “Fannie Mae”)
Mortgage-backed securities and senior debt obligations

4. Student Loan Marketing Association (SLMA or “Sallie Mae”)
Senior debt obligations

5. Resolution Funding Corp. (REFCORP) obligations

6. Farm Credit System

(i) Direct U.S. governments, or

(ii) Federal agencies backed by the full faith and credit of the U.S.
government (and FNMA and FHLMC)

b. The term of the repo may be up to 30 days

c The collateral must be delivered to the municipal entity, trustee (if trustee
is not supplying the collateral) or third party acting as agent for the
trustee (if the trustee is supplying the collateral) before/simultaneously
with payment (perfection by possession of certificated securities)

d. Valuation of Collateral

(i) The securities must be valued weekly, marked-to-market at
current market price plus accrued interest

(a) The value of collateral must be equal to 104% of the
amount of cash transferred by the municipal entity to the
dealer bank or security firm under the repo plus accrued
interest. If the value of securities held as collateral slips
below 104% of the value of the cash transferred by
municipality, then additional cash and/or acceptable
securities must be transferred. If, however, the securities
used as collateral are FNMA or FHLMC, then the value of
collateral must equal 105%.

3. Legal opinion that must be delivered to the municipal entity:

a. Repo meets guidelines under state law for legal investment of
public funds.
L. The Florida Municipal Investment Trust-a local government investment

pool created under Section 163.01, Florida Statutes administered by the Florida League
of Cities, Inc, which consists of U.S. Treasuries, federal agency securities,
instrumentalities and high grade corporate securities.

M. The Local Government Surplus Funds Trust Fund created pursuant to
Chapter 218, Part IV, Florida Statutes, for which Florida State Board of Administration
acts as custodian.

N. Any other investment in which proceeds of the Bonds may be invested
under Florida law, [provided that such investments are approved in writing by the Bond
Insurer].

Consolidated systemwide bonds and notes

D. Money market funds registered under the Federal Investment Company
Act of 1940, whose shares are registered under the Federal Securities Act of 1933, and
having a rating by S&P of “AAAm-G,” “AAA-m,” or “AAA-m” and if rated by Moody’s
rated “Aaa,” “Aal” or “Aa2.”

E. Certificates of deposit secured at all times by collateral described in (A)
and/or (B) above. Such certificates must be issued by commercial banks, savings and
loan associations or mutual savings banks. The collateral must be held by a third party
and the bondholders must have a perfected first security interest in the collateral.

F. Certificates of deposit, savings accounts, deposit accounts or money
market deposits that are fully insured by FDIC, including BIF and SATF.

G. Investment Agreements, [including GICs, acceptable to the Bond Insurer].

H. Commercial paper rated, at the time of purchase, “Prime - 1 by Moody’s
and “A-1" or better by S&P.

L Bonds or notes issued by any state or municipality that are rated by
Moody’s and S&P in one of the two highest rating categories assigned by such agencies.

J. Federal funds or bankers acceptances with a maximum term of one year
of any bank that has an unsecured, uninsured and unwarranted obligation rating of
“Prime - 1,” or “M” or better by Moody’s and “A- 1" or “A” or better by S&P.

K. Repurchase agreements provide for the transfer of securities from a
dealer bank or securities firm (seller/borrower) to a municipal entity (buyer/lender), and
the transfer of cash from a municipal entity to the dealer bank or securities firm with an
agreement that the dealer bank or securities firm will repay the cash plus a yield to the
municipal entity in exchange for the securities at a specified date.

Repurchase Agreements must satisfy the following criteria [or be approved by
the Bond Insurer]:

1. Repos must be between the municipal entity and a dealer bank or

securities firm

a. Primary dealers on the Federal Reserve reporting dealer list that are rated
“A” or better by S&P and Moody’s, or

b. Banks rated “A” or above by S&P and Moody’s.

2. The written repo contract must include the following:

a. Securities that are acceptable for transfer are:
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“Liquidation Proceeds” means amounts received by the Trustee or the Council in
connection with the enforcement of any of the remedies under a Loan Agreement after the
occurrence of an “event of default” under a Loan Agreement which has not been waived or
cured.

“Loan” means a loan to a Borrower from proceeds of the Bonds to finance, refinance or
reimburse a Project or Projects pursuant to a Loan Agreement in the amount specified in Section
3.01 of the Loan Agreement.

“Loan Agreement” or “Loan Agreements” means the Loan Agreement or Loan
Agreements between the Council and the Borrower participating in the Program with respect to
the Bonds, and any amendments and supplements thereto which are executed for the purpose
of securing repayment of the Loan made by the Council to such participating Borrower from
proceeds of a Series of Bonds and establishing the terms and conditions upon which such Loans
are to be made.

“Loan Repayment Date” means September 20, 2011 and thereafter each March 20th and
September 20th or if such day is not a Business Day, the next preceding Business Day.

“Loan Repayments” means the payments of principal and interest and other payments
payable by the Borrower pursuant to the provisions of the Loan Agreement.

“Loan Term” means the term provided for in Article IV of the Loan Agreement.

“Moody’s” means Moody’s Investors Service and its successors and assigns.

“Non-Ad Valorem Revenues” means, with respect to a Borrower, all revenues and taxes
of such Borrower derived from any source whatsoever other than ad valorem taxation on real
and personal property, which are legally available for Loan Repayments.

“Opinion of Bond Counsel” means an opinion by a nationally recognized bond counsel
firm experienced in matters relating to the exclusion from gross income of interest payable on
obligations of states and their instrumentalities and political subdivisions, and which is selected

by the Council and acceptable to the Trustee [and the Bond Insurer].

“Opinion of Counsel” means an opinion in writing of a legal counsel, who may, but need
not be, counsel to the Council, a Borrower or the Trustee.

“Outstanding” or “Bonds Outstanding” means all Bonds which have been authenticated
and delivered by the Trustee under this Indenture, except:

(a) Bonds canceled after purchase in the open market or because of payment
at maturity or redemption prior to maturity;

(b) Bonds deemed paid under Article VIII hereof; and



(o) Bonds in lieu of which other Bonds have been authenticated under
Section 2.06, 2.07 or 2.09 hereof.

“Paying Agent” means the Trustee.

“Person” means any individual, corporation, partnership, association, trust or any other
entity or organization including a government or political subdivision or an agency or
instrumentality thereof.

“Principal Fund” means the fund by that name created by Section 4.02 hereof.

“Principal Payment Date” means the maturity date or mandatory redemption date of
any Bond.

“Program” means the Council’s program of making Loans under the Act and pursuant
to this Indenture.

“Program Administrator” means the Florida League of Cities, Inc., a non profit Florida
corporation.

“Project” or “Projects” means a governmental undertaking approved by the governing
body of a Borrower for a public purpose, including the refinancing of any indebtedness.

“Project Loan Fund” means the fund by that name created by Section 4.02 hereof.

“Purchase Price” means the purchase price of one or more items of a Project negotiated
by a Borrower with the seller of such items.

“Rating Category” means one of the generic rating categories of either Fitch, Moody’s, or
S&P, without regard of any refinement or graduation of such rating category by a numerical
modifier or otherwise.

“Rebate Fund” means the fund by that name created by Section 4.02 hereof.

“Record Date” means, with respect to any Interest Payment Date, the fifteenth day of the
calendar month preceding such Interest Payment Date.

“Redemption Price” means, with respect to any Bond (or portion thereof), the principal
amount of such Bond (or portion) plus the applicable premium, if any, payable upon
redemption pursuant to the provisions of such Bond and this Indenture.

“Registrar” means the Trustee.

“Representation Letter” shall mean the Representation Letter from the Council to DTC.

“Revenue Fund” means the fund by that name created by Section 4.02 hereof and all
accounts therein.

(d) All accounting terms not otherwise defined herein have the meanings
assigned to them in accordance with generally accepted accounting principles.

(e) The terms defined elsewhere in this Indenture shall have the meanings
therein prescribed for them.

(f) Words of the masculine gender shall be deemed and construed to include
correlative words of the feminine and neuter genders.

(g) The headings or captions used in this Indenture are for convenience of

reference only and shall not define or limit or describe any of the provisions hereof or the
scope or intent hereof.

(Remainder of this page intentionally left blank)

“Revenues” means all Loan Repayments paid to the Trustee for the Account of the
Borrower for deposit in the Revenue Fund and the Principal Fund to pay principal of, premium,
if any, and interest on the Bonds when due, and all receipts of the Trustee credited to the
Borrower under the provisions of the Loan Agreement.

“S&P” means Standard & Poor’s, a division of The McGraw-Hill Companies, Inc., a
corporation organized and existing under the laws of the State of New York, its successors and
assigns, and, if such corporation shall be dissolved or liquidated or shall no longer perform the
functions of a securities rating agency, “S&P” shall be deemed to refer to any other nationally
recognized securities rating agency designated by the Council, [with the approval of the Bond
Insurer,] by notice to the Trustee.

“Special Record Date” means the date established pursuant to Section 9.05 as a record
date for the payment of defaulted interest on the Bonds.

“State” means the State of Florida.

“Supplemental Indenture” means any indenture hereafter duly authorized and entered
into between the Council and the Trustee, supplementing, modifying or amending this
Indenture, but only if and to the extent that such Supplemental Indenture is specifically
authorized hereunder.

“Term Bonds” shall mean the Bonds which are subject to Amortization Installments, and
are designated as Term Bonds.

“Trustee” means Deutsche Bank Trust Company Americas, as Trustee, or any successor
thereto under this Indenture.

“Trust Estate” means the property, rights, Revenues and other assets pledged and
assigned to the Trustee pursuant to the Granting Clauses hereof.

SECTION 1.02. Rules of Interpretation. For all purposes of this Indenture, except as
otherwise expressly provided or unless the context otherwise requires:

(a) “This Indenture” means this instrument as originally executed and as it
may from time to time be supplemented, modified or amended by any Supplemental
Indenture.

(b) All reference in this instrument to designated “Articles”, “Sections” and

other subdivisions are to the designated Articles, Sections and other subdivisions of this
instrument as originally executed. The words “herein”, “hereof”, “hereunder” and
“herewith”, and other words of similar import, refer to this Indenture as a whole and not
to any particular Article, Section or other subdivision.

(c) The terms defined in this Article have the meanings assigned to them in
this Article and include the plural as well as the singular.

ARTICLE IT
THE BONDS
SECTION 2.01. Authorization; Book-Entry System.

(a)  Authorization, Issuance and Execution of Bonds. A single series of Bonds may be
issued hereunder in order to obtain moneys to carry out the purposes of the Program for the
benefit of the Council and the Borrower. The Bonds shall be designated as “Florida Municipal
Loan Council Revenue Bonds, Series 2011D”. At any time after the execution of this Indenture,
the Council may execute and the Trustee shall authenticate and, upon request of the Council,
deliver the Bonds in the aggregate principal amount of Thousand Dollars
®. ). This Indenture constitutes a continuing agreement with the Owners from time to
time of the Bonds appertaining thereto to secure the full payment of the principal of, premium,
if any, and interest on all such Bonds subject to the covenants, provisions and conditions herein
contained.

The Bonds shall be issuable as fully registered bonds without coupons and shall be
executed in the name and on behalf of the Council with the manual or facsimile signature of its
Chairman, under its seal attested by the manual or facsimile signature of its Executive Director
or Designated Member. Such seal may be in the form of a facsimile of the Council’s seal and
may be reproduced, imprinted or impressed on the Bonds. The Bonds shall then be delivered to
the Registrar, as hereinafter defined, for authentication by it. In case any of the officers who
shall have signed or attested any of the Bonds shall cease to be such officer or officers of the
Council before the Bonds so signed and attested shall have been authenticated or delivered by
the Registrar or issued by the Council, such Bonds may nevertheless be authenticated, delivered
and issued and, upon such authentication, delivery and issue, shall be as binding upon the
Council as though those who signed and attested the same had continued to be such officers of
the Council, and also any Bond may be signed and attested on behalf of the Council by such
persons as at the actual date of execution of such Bond shall be the proper officers of the
Council although at the nominal date of such Bond any such person shall not have been such
officer of the Council.

Only such of the Bonds as shall bear thereon a certificate of authentication substantially
in the form hereinafter recited, manually executed by the Registrar as hereinafter defined, shall
be valid or obligatory for any purpose or entitled to the benefits of this Indenture, and such
certificate of the Registrar shall be conclusive evidence that the Bonds so authenticated have
been duly executed, authenticated and delivered hereunder and are entitled to the benefits of
this Indenture.

(b)  The Bonds shall be initially issued in the form of a separate single certificated
fully registered Bond for each of the maturities. Upon initial issuance, the ownership of each
such Bond shall be registered in the registration books kept by the Registrar in the name of
Cede & Co., as nominee of DTC. Except as provided in this Section, all of the outstanding
Bonds shall be registered in the registration books kept by the Registrar in the name of Cede &
Co., as nominee of DTC.



With respect to Bonds registered in the registration books kept by the Registrar in the
name of Cede & Co., as nominee of DTC, the Council, the Registrar and the Paying Agent shall
have no responsibility or obligation to any such Participant or to any indirect participant.
Without limiting the immediately preceding sentence, the Council, the Registrar and the Paying
Agent shall have no responsibility or obligation with respect to (i) the accuracy of the records of
DTC, Cede & Co. or any Participant with respect to any ownership interest in the Bonds, (ii) the
delivery to any Participant or any other person other than a Bondholder, as shown in the
registration books kept by the Registrar, of any notice with respect to the Bonds, including any
notice of redemption, or (iii) the payment to any Participant or any other person, other than a
Bondholder, as shown in the registration books kept by the Registrar, of any amount with
respect to principal of, premium, if any, or interest on the Bonds. The Council, the Registrar
and the Paying Agent may treat and consider the person in whose name each Bond is registered
in the registration books kept by the Registrar as the holder and absolute owner of such Bond
for the purpose of payment of principal, premium and interest with respect to such Bond, for
the purpose of giving notices of redemption and other matters with respect to such Bond, for
the purpose of registering transfers with respect to such Bond, and for all other purposes
whatsoever. The Paying Agent shall pay all principal of, premium, if any, and interest on the
Bonds only to or upon the order of the respective Holders, as shown in the registration books
kept by the Registrar, or their respective attorneys duly authorized in writing, as provided
herein and all such payments shall be valid and effective to fully satisfy and discharge the
Council’s obligations with respect to payment of principal of, premium, if any, and interest on
the Bonds to the extent of the sum or sums so paid. No person other than a Holder, as shown in
the registration books kept by the Registrar, shall receive a certificated Bond evidencing the
obligation of the Council to make payments of principal, premium, if any, and interest pursuant
to the provisions hereof. Upon delivery by DTC to the Council of written notice to the effect
that DTC has determined to substitute a new nominee in place of Cede & Co., and subject to the
provisions herein with respect to Record Dates, the words “Cede & Co.” in this Indenture shall
refer to such new nominee of DTC; and upon receipt of such a notice the Council shall promptly
deliver a copy of the same to the Registrar and the Paying Agent.

Upon receipt by the Council of written notice from DTC (i) to the effect that DTC has
received written notice from the Council to the effect that a continuation of the requirement that
all of the outstanding Bonds be registered in the registration books kept by the Registrar in the
name of Cede & Co., as nominee of DTC, is not in the best interest of the beneficial owners of
the Bonds or (ii) to the effect that DTC is unable or unwilling to discharge its responsibilities
and no substitute depository willing to undertake the functions of DTC hereunder can be found
which is willing and able to undertake such functions upon reasonable and customary terms,
the Bonds shall no longer be restricted to being registered in the registration books kept by the
Registrar in the name of Cede & Co., as nominee of DTC, but may be registered in whatever
name or names Holders transferring or exchanging Bonds shall designate, in accordance with
the provision hereof.

SECTION 2.02. Maturity and Interest Rate Provisions. The Bonds shall be dated

2011. They shall be numbered consecutively from R-1 upward. They shall be in the
denomination of $5,000 each, or integral multiples thereof. Each Bond shall bear interest from
the Interest Payment Date next preceding the date on which it is authenticated, unless
authenticated on an Interest Payment Date, in which case it shall bear interest from such

SECTION 2.03. Payment Provisions. The principal of, premium, if any, and
interest on the Bonds shall be payable in any coin or currency of the United States of America
which on the respective dates of payment thereof is legal tender for the payment of public and
private debts. Principal of and premium, if any, on the Bonds shall be payable at the designated
corporate trust office of the Trustee, or any successor paying agent and registrar appointed
pursuant to the provisions of Sections 10.12 and 10.13 hereof (the “Paying Agent” or
“Registrar”), and payment of the interest on each Bond shall be made by the Paying Agent on
each Interest Payment Date to the person appearing as the registered owner thereof on the bond
registration books maintained by the Registrar as of the close of business on the Record Date
preceding the Interest Payment Date [(or, if interest on the Bonds is in default and the Bond
Insurer is in default under the Bond Insurance, a Special Record Date established pursuant to
Section 9.05)], by check mailed on the Interest Payment Date to such registered owner at his
address as it appears on such registration books or at the prior written request and expense of
an owner of $1,000,000 in aggregate principal amount of Bonds, by bank wire transfer to a
domestic bank account, notwithstanding the cancellation of any such Bonds upon any exchange
or transfer thereof subsequent to the Record Date or Special Record Date and prior to such
Interest Payment Date. Payment of the principal (or redemption price), of the Bonds shall be
made upon the presentation and surrender of such Bonds as the same shall become due and
payable.

[SECTION 2.04. Matters Concerning Bond Insurance Policy. So long as the Bond
Insurance Policy shall be in full force and effect, the Council and the Trustee hereby agree to
comply with the following provisions:]

[To Come]

[SECTION 2.05. Payments in Advance of Scheduled Maturity Dates by the Bond
Insurer. In the event that the Bond Insurer shall make any payments of principal of and/or
interest on any of the Bonds pursuant to the terms of the Bond Insurance Policy and the Bonds
are accelerated or are redeemed pursuant to Section 3.02 hereof, the Bond Insurer may at any
time and at its sole option pay all or a portion of amounts due under the Bonds to the
Bondholders prior to the stated maturity dates thereof.]

SECTION 2.06. Mutilated, Lost, Stolen or Destroyed Bonds; Bonds Not
Delivered for Redemption. If any Bond is mutilated, lost, stolen or destroyed, the Council shall
execute and the Registrar shall authenticate a new Bond of the same date, maturity and
denomination as that mutilated, lost, stolen or destroyed; provided that in the case of any
mutilated Bond, such mutilated Bond shall first be surrendered to the Registrar, and in the case
of any lost, stolen or destroyed Bond, there shall be first furnished to the Council and the
Registrar evidence of such loss, theft or destruction satisfactory to the Council and the Registrar,
together with an indemnity satisfactory to them. In the event any such Bond shall have
matured or been called for redemption, instead of issuing a duplicate Bond, the Paying Agent
may pay the same. The Council and the Registrar may charge the Owner of such Bond with
their reasonable fees and expenses in connection with replacing any Bond mutilated, lost, stolen
or destroyed.

Interest Payment Date, or unless authenticated prior to the first payment date, in which case it
shall bear interest from its date.

The Bonds shall bear interest and shall mature at the rates, in the amounts and on the
dates set forth below:

$ Serial Bonds
Maturity Principal
(October 1) Amount Interest Rate

Term Bonds Due October 1,20___-$, - %
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SECTION 2.07. Transfer and Exchange of Bonds; Persons Treated as Owners.

The Council shall cause books for the registration and transfer of the Bonds, as provided in this
Indenture, to be kept by the Registrar. Upon surrender for transfer of any Bond at the
Designated Office of the Registrar, accompanied by an assignment duly executed by the
registered Owner or his attorney-in-fact duly authorized in writing, the Council shall execute
and the Registrar shall authenticate and deliver in the name of the transferee or transferees a
new Bond or Bonds for a like aggregate principal amount.

Bonds of the same type may be exchanged at the Designated Office of the Registrar for a
like aggregate principal amount of Bonds of other Authorized Denominations. The Council
shall execute and the Registrar shall authenticate and deliver Bonds which the Bondholder
making the exchange is entitled to receive, bearing numbers not contemporaneously
outstanding.

The Registrar shall not be required to (i) transfer or exchange any Bonds during the ten
(10) days next preceding any day upon which notice of redemption of Bonds is to be mailed or
(ii) transfer or exchange any Bonds selected, called or being called for redemption in whole or in
part.

The person in whose name any Bond shall be registered shall be deemed and regarded
by the Trustee, the Registrar, the Paying Agent and the Council as the absolute Owner thereof
for all purposes, and payment of or on account of the principal of, premium, if any, or interest
on any Bond shall be made only to or upon the written order of the registered Owner thereof or
his legal representative, subject to Section 2.03 hereof, and neither the Council nor the Trustee,
the Paying Agent nor the Registrar shall be affected by any notice to the contrary, but such
registration may be changed as hereinabove provided. All such payments shall be valid and
effectual to satisfy and discharge the liability upon such Bond to the extent of the sum or sums
paid.

A reasonable transfer charge may be made for any exchange or transfer of any Bond and
the Registrar shall require the payment by any Bondholder requesting exchange or transfer of a
sum sufficient to cover any tax or other governmental charge required to be paid with respect to
such exchange or transfer and a sum sufficient to pay the cost of preparing each new Bond
issued upon such exchange or transfer.

SECTION 2.08. Cancellation of Bonds. Whenever any Outstanding Bond shall be
delivered to the Registrar for cancellation pursuant to this Indenture, upon payment of the
principal amount, or for replacement pursuant to Section 2.06 hereof or for transfer or exchange
pursuant to Sections 2.07 or 2.09 hereof, such Bond shall be canceled by the Registrar.

SECTION 2.09. Temporary Bonds. Pending the preparation of definitive Bonds,
the Council may execute and the Registrar shall authenticate and deliver temporary Bonds.
Temporary Bonds shall be issuable as fully registered Bonds, of any Authorized Denomination,
and substantially in the form of the definitive Bonds but with such omissions, insertions and
variations as may be appropriate for temporary Bonds, all as may be determined by the
Council. Temporary Bonds may be issued without specific terms and may contain such
reference to any provisions of this Indenture as may be appropriate. Every temporary Bond

20



shall be executed by the Council and authenticated by the Registrar upon the same conditions
and in substantially the same manner, and with like effect, as the definitive Bonds. As
promptly as practicable, the Council shall execute and shall furnish definitive Bonds and
thereupon temporary Bonds may be surrendered in exchange therefor without charge at the
principal corporate trust office of the Registrar, and the Registrar shall authenticate and deliver
in exchange for such temporary Bonds a like aggregate principal amount of definitive Bonds.
Until so exchanged, the temporary Bonds shall be entitled to the same benefits under this
Indenture as definitive Bonds.

SECTION 2.10. Nonpresentment of Bonds. In the event any Bond shall not be
presented for payment when the principal thereof becomes due, either at maturity, or at the
date fixed for redemption thereof, or otherwise, or if any interest check shall not be cashed, if
funds sufficient to pay such Bond or interest shall have been made available by the Council to
the Trustee or Paying Agent for the benefit of the Owner thereof, all liability of the Council to
the Owner thereof for the payment of such Bond or interest, as the case may be, shall forthwith
cease, terminate and be completely discharged, and thereupon it shall be the duty of the Trustee
or Paying Agent to hold such funds, uninvested and without liability for interest thereon, for
the benefit of the Owner of such Bond or interest, as the case may be, who shall thereafter be
restricted exclusively to such funds for any claim of whatever nature on his part under this
Indenture or on, or with respect to, said Bond or interest, as the case may be, provided that any
money deposited with the Trustee or Paying Agent for the payment of the principal of (and
premium, if any) or interest on any Bond and remaining unclaimed for six years after such
principal (and premium, if any) or interest has become due and payable shall be paid to the
Council, and the Owner of such Bond or interest, as the case may be, shall thereafter, as an
unsecured general creditor, look only to the Council for payment thereof, and all liability of the
Trustee or Paying Agent with respect to such trust money shall thereupon cease; provided,
however, that the Trustee, before making any such payment to the Council, shall, at the expense
of the Council, cause to be published once, in a Financial Newspaper or Journal, notice that such
money remains unclaimed and that, after a date specified therein, which shall not be less than
30 days from the date of such publication, any unclaimed balance of such money then
remaining will be paid to the Council.

SECTION 2.11. Form of Bonds. The Bonds to be issued hereunder, and the
certificate of authentication by the Registrar to be endorsed on all such Bonds, shall be
substantially in the form set forth as Exhibit A hereto, with such variations, omissions and
insertions as are permitted by this Indenture or are required to conform the form of Bond to the
other provisions of this Indenture (any portion of such form of Bond may be printed on the back
of the Bonds).

(Remainder of this page intentionally left blank)
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thereon will cease to accrue. If less than all the Outstanding Bonds are to be redeemed, the
notice of redemption shall specify the numbers of the Bonds or portions thereof, including
CUSIP identification numbers to be redeemed.

The Registrar also shall mail a copy of such notice by registered or certified mail or
overnight delivery service (or by telecopy where permitted) for receipt not less than thirty (30)
days before such redemption date to the following: The Depository Trust Company, 711
Stewart Avenue, Garden City, New York 11530; provided, however, that such mailing shall not
be a condition precedent to such redemption and failure so to mail any such notice shall not
affect the validity of any proceedings for the redemption of Bonds.

SECTION 3.04. Bonds Due and Payable on Redemption Date; Interest Ceases To
Accrue. On the redemption date, the principal amount of each Bond to be redeemed, together
with the accrued interest thereon to such date, shall become due and payable; and from and
after such date, notice (if required) having been given and moneys available solely for such
redemption being on deposit with the Trustee in accordance with the provisions of this Article
IIT, then, notwithstanding that any Bonds called for redemption shall not have been
surrendered, no further interest shall accrue on any of such Bonds or portions thereof to be
redeemed. From and after such date of redemption (such notice having been given and moneys
available solely for such redemption being on deposit with the Trustee), the Bonds or portions
thereof to be redeemed shall not be deemed to be Outstanding hereunder, and the Council shall
be under no further liability in respect thereof.

SECTION 3.05. Cancellation. All Bonds which have been redeemed shall be
canceled by the Registrar as provided in Section 2.08 hereof.

SECTION 3.06. Partial Redemption of Bonds. Upon surrender of any Bond in a
denomination greater than $5,000 called for redemption in part only, the Council shall execute
and the Registrar shall authenticate and deliver to the registered Owner thereof a new Bond or
Bonds of Authorized Denominations in an aggregate principal amount equal to the
unredeemed portion of the Bond surrendered.

SECTION 3.07. Selection of Bonds to be Redeemed. The Bonds shall be redeemed
pursuant to Sections 3.01 and 3.02 only in the principal amount of an Authorized
Denomination. The Bonds or portions of the Bonds to be redeemed shall, except as otherwise
provided in Section 3.02 hereof, be selected by the Registrar by lot or in such other manner as
the Council in its discretion may deem appropriate.

(Remainder of this page intentionally left blank)
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ARTICLE IIT
REDEMPTION OF BONDS

SECTION 3.01. Optional Redemption of the Bonds.

The Bonds maturing on or before October 1, 20___ are not subject to optional
redemption prior to their maturities. The Bonds maturing after October 1, 20___ are subject to
redemption at the option of the Council on or after October 1, 20, as a whole or in part at
any time, in any manner as determined by the Trustee in its discretion taking into consideration
the maturity of the Loan being prepaid by a particular Borrower, at the redemption price equal
to the principal amount of the Bonds to be redeemed, plus accrued interest to the redemption
date.

SECTION 3.02. Mandatory Redemption of Bonds.

The Bonds maturing on October 1, 20___ are subject to mandatory redemption, in part,
by lot, at redemption prices equal to 100% of the principal amount thereof plus interest accrued
to the redemption date, beginning on October 1, 20___ and on each October 1 thereafter, in the
following principal amounts in the following years:

Year Principal Amount

*Maturity, not a redemption.

SECTION 3.03. Notice of Redemption. In the case of every redemption, the
Registrar, at the direction of the Trustee, shall cause notice of such redemption to be given to the
registered Owner of any Bonds designated for redemption in whole or in part, at his address as
the same shall last appear upon the Bond registration books by mailing a copy of the
redemption notice by first-class mail at least thirty (30) days prior to the redemption date. The
failure of the Registrar to give notice to a Bondholder or any defect in such notice shall not
affect the validity of the redemption of any other Bonds. A copy of any such notice shall also be
sent by the Registrar to [the Bond Insurer and] any person necessary to ensure compliance by
the Council with applicable rules and regulations regarding such notices.

Each notice of redemption shall specify the date fixed for redemption, the redemption
price to be paid, the place or places of payment, that payment will be made upon presentation
and surrender of the Bonds to be redeemed, that interest, if any, accrued to the date fixed for
redemption will be paid as specified in said notice, and that on and after said date interest
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ARTICLE IV
REVENUES AND FUNDS

SECTION 4.01. Source of Payment of Bonds. The Bonds and all payments by the
Council hereunder are limited and special obligations of the Council and are payable solely out
of Revenues and certain proceeds of the Bonds as authorized by the Constitution and laws of
the State, including particularly the Act, as and to the extent provided herein. The Bonds and
the Council’s other obligations hereunder are solely and exclusively obligations of the Council
to the extent set forth herein and do not constitute or create an obligation, general or special, or
debt, liability or moral obligation of the State or any political subdivision or any municipal
corporation of the State. The Bonds shall not be or constitute a general obligation of the
Council, the State of Florida or any political subdivision or any municipal corporation thereof or
a lien upon any property owned or situated within the territorial limits of the Council, the State
of Florida or any political subdivision or any municipal corporation thereof except the Trust
Estate, in the manner provided herein and in the Loan Agreement. The Loan Agreement does
not represent joint liabilities of the Borrower executing a Loan Agreement with the Council, and
shall be payable solely as provided in such Loan Agreement.

SECTION 4.02. Creation of Funds and Accounts. There are hereby established by
the Council the following Funds and Accounts to be held by the Trustee:

(1) Project Loan Fund;

(2) Principal Fund;

(3) Revenue Fund;

(4) Cost of Issuance Fund;
(5) Rebate Fund.

SECTION 4.03. Project Loan Fund. Interest earnings on investments in the Project
Loan Fund shall be held in and credited to the Project Loan Fund.

SECTION 4.04. Principal Fund. Upon the receipt of Loan Repayments, Liquidation
Proceeds [or Insurance Proceeds], the Trustee shall deposit in the Principal Fund all payments
or recoveries of principal of Loans or payments to be applied to the payment of any premium
due upon optional redemption of such Bonds.

Amounts in the Principal Fund shall be used as follows: (1) to pay scheduled principal
payments of the Bonds and (2) to pay the principal of and premium, if any, on the Bonds
redeemed pursuant to Section 3.01 or Section 3.02 when required by such Sections.

SECTION 4.05. Revenue Fund. Upon the receipt of Loan Repayments, Liquidation

Proceeds, [Insurance Proceeds] or proceeds earmarked for capitalized interest, the Trustee shall
deposit in the Revenue Fund all moneys remaining after the deposits required by Section 4.04
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hereof. All investment earnings on amounts in the Funds and Accounts (except the Rebate
Fund and the Project Loan Fund) shall be deposited in the Revenue Fund as received. Any
amounts received by the Trustee hereunder in connection with the Bonds which are not
required to be deposited elsewhere shall also be deposited in the Revenue Fund.

Amounts in the Revenue Fund shall be used to make the following payments or transfers
in the following order of priority:

[6Y] On each Interest Payment Date, to pay interest due on the Bonds;

) At such times as are necessary, to pay accrued interest due on the Bonds
redeemed pursuant to Sections 3.01 or 3.02 hereof;

3) At such times as are necessary, to pay the fees and expenses of the Trustee,
DTC, the Program Administrator, the Registrar and the Paying Agent (including the cost of
printing additional Bonds) and the fees and expenses of the Council (including costs of issuing
the Bonds if insufficient amounts are on hand in the Cost of Issuance Fund), any counsel
consulted by the Council with respect to any Loan, or of Accountants employed pursuant to
Section 4.12 hereof; [provided, further, that the Bond Insurer may authorize the payment of any
such fees or expenses prior to the payment of interest on the Bonds;]

) On each Interest Payment Date of each year, all amounts remaining within
each Revenue Fund, other than fees being collected in installments pursuant to the relevant
Loan Agreement and amounts which will be credited against the Borrower’s next Loan
Repayments shall be deposited in the Principal Fund, as provided in Section 5.04 of the Loan
Agreement.

SECTION 4.06. Cost of Issuance Fund. Moneys in each Cost of Issuance Fund
shall be used to pay costs of issuing the Bonds to the extent not paid from other sources, which
costs may include, all printing expenses in connection with this Indenture, the Loan Agreement,
the preliminary and final Official Statements for the Bonds and the Bonds; the underwriter’s
discount for the initial purchase of the Bonds; [the initial Bond Insurance Policy premiums];
administrative expenses of the Council; and legal fees and expenses of counsel to the Council,
bond counsel [and counsel to the Bond Insurer] and fees of the financial advisor to the Council;
fees of the Program Administrator, any accounting expenses incurred in connection with
determining that the Bonds are not arbitrage bonds, the Trustee’s and the Paying Agent and
Registrar’s initial fees and expenses (including attorney’s fees), upon the submission of
requisitions by the Council signed by an officer of the Council stating the amount to be paid, to
whom it is to be paid and the reason for such payment, and that the amount of such requisition
is justly due and owing and has not been the subject of another requisition which was paid and
is a proper expense of issuing such Bonds. Any monies remaining in the Cost of Issuance Fund
on 2012 shall be transferred to the Revenue Fund and be credited toward the
Borrower’s obligation to pay Loan interest, taking into consideration the discount at which such
Loan was made as specified in Section 3.01 of the Loan Agreement.
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herein to pay the principal of and interest on the Bonds; (b) the actuarial yields on the Loans
and on the Bonds as the same may relate to any data or conclusions necessary to verify that the
Bonds are not arbitrage bonds within the meaning of Section 148 of the Code; and (c)
calculations related to rebate liability. Payment for costs and expenses incurred in connection
with supplying the foregoing information shall be paid from moneys in the Revenue Fund
pursuant to Section 4.05(3) hereof.

(Remainder of this page intentionally left blank)
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SECTION 4.07.
sum of §

Application of Bond Proceeds. The proceeds of the Bonds in the
shall be deposited with the Trustee as follows:

(i) In the Cost of Issuance Fund, the total sum of $ ;
(ii) In the Project Loan Fund, the total sum of $

[The Council understands that $ is being transmitted directly to the Bond
Insurer.]

SECTION 4.08. [Reserved]

SECTION 4.09. Rebate Fund. In order to insure compliance with the rebate

provisions of Section 148(f) of the Code, the Council shall create the Rebate Fund. Such Fund
shall be held by the Trustee. The Rebate Fund need not be maintained if the Council shall have
received an Opinion of Bond Counsel acceptable to the Council to the effect that failure to
maintain the Rebate Fund shall not adversely affect the exclusion of interest on the Bonds from
gross income for purposes of Federal income taxation. Moneys in the Rebate Fund shall not be
considered moneys held under the Indenture and shall not constitute a part of the Trust Estate
held for the benefit of the Bondholders or the Council. Moneys in the Rebate Fund (including
earnings and deposits therein) shall be held for future payment to the United States
Government as required by the regulations and as set forth in instructions delivered to the
Council upon issuance of the Bonds.

SECTION 4.10. Moneys to be Held in Trust. With the exception of moneys
deposited in the Rebate Fund, all moneys required to be deposited with or paid to the Trustee
for the account of any Fund or Account established under any provision of this Indenture shall
be held by the Trustee, in trust, and except for moneys deposited with or paid to the Trustee for
the redemption of Bonds, notice of the redemption of which has been duly given, and except as
otherwise provided in Section 2.10 hereof, shall, while held by the Trustee, constitute part of the
Trust Estate and be subject to the security interest created hereby.

SECTION 4.11. Reports from Trustee. Unless otherwise advised in writing, the
Trustee shall furnish monthly to the Council, [the Bond Insurer] and to any Borrower, upon
request, on the twentieth (20th) day of the month following the month in which the Bonds are
delivered, and on the twentieth (20th) day of each month thereafter, a report on the status of
each of the Funds and Accounts established under this Article IV which are held by the Trustee,
showing at least the balance in each such Fund or Account as of the first day of the preceding
month, the total of deposits to and the total of disbursements from each such Fund or Account,
the dates of such deposits and disbursements, and the balance in each such Fund or Account on
the last day of the preceding month.

SECTION 4.12. Certain Verifications. The Council, the Trustee [and/or the Bond
Insurer] from time to time may, but shall have no obligation to, cause a firm of Accountants to
supply the Council, the Trustee [and the Bond Insurer] with such information as the Council,
the Trustee [or the Bond Insurer] may request in order to determine in a manner reasonably
satisfactory to the Council, the Trustee [and the Bond Insurer] all matters relating to (a) the
sufficiency of projected cash flow receipts and disbursements on the Loans and Funds described
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ARTICLE V
PROJECT LOANS

SECTION 5.01. Terms and Conditions of Loans. The Council will make Loans to
the Borrower in order to (i) finance the acquisition, installation and construction of Projects by
Borrower and (ii) refund or refinance debt incurred by Borrower, or reimburse funds previously
expended by the Borrower, to acquire, install and construct Projects, all in accordance with
provisions more fully set forth in the Loan Agreement.

SECTION 5.02. Loan Closing Submission. No Loan shall be made by the Council
unless and until the documents required by Section 4.03 of the Loan Agreement are submitted
to the Council.

SECTION 5.03. Disbursement to Borrower from Project Loan Fund. The moneys
in the Project Loan Fund shall be applied in accordance with written requisitions provided to
the Trustee by the Borrower in the form attached to the Loan Agreement. After initial
disbursements for payment of eligible Costs (whether from the Project Loan Fund or other Bond
proceeds), disbursement to or at the direction of the Borrower will be made only if such
Borrower is not then in default under this Indenture or their Loan Agreement or the other Bond
documents and only in accordance with such requisitions.

Except for an initial draw on the date the Bonds are issued and the final draw under the
terms of this Indenture, the Borrower shall not make more than two (2) requests for a
construction or project draw per calendar month. Each draw request must be received by the
Trustee at least four (4) days prior to the date the requested draw is to be made. The draw dates
upon which funds may be released pursuant to the written request shall be on the first Business
Day of the month and the second Business Day of the month following the 15" day of the
month.

Each draw request by the Borrower shall constitute an affirmation that the material
warranties and representations contained in this Indenture and the Loan Agreement remain
true and correct and that no breach of the covenants contained in this Indenture or the Loan
Agreement has occurred as of the date of the draw, and the Trustee shall be entitled to
exclusively rely on such representation and shall be fully indemnified by the Borrower from
any liability resulting from such reliance, and shall have no liability to any other party, unless
the Trustee is notified in writing to the contrary prior to the disbursement of the requested
Project Loan Fund draw.

All requisitions received by the Trustee shall be substantially in the form attached to the
Loan Agreement as Exhibit E, as required in this Article as conditions of payment from the
Project Loan Fund, shall be conclusively relied upon by the Trustee as to the matters set forth
therein and shall be retained in the possession of the Trustee, subject at all times to the
inspection by the Council, the Borrower and their agents and representatives thereof.
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ARTICLE VI
SERVICING OF LOANS

The Trustee shall be responsible for calculating payments due in respect of the Loan,
holding collateral pledged in respect of the Loan, if any, and enforcing the Loans; provided,
however, that the Trustee shall have no duty to take notice of any default in respect of any Loan
(other than a payment default) unless the Trustee shall be notified of such default in a written
instrument.

(Remainder of this page intentionally left blank)
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Fund or Account to which such Investment Security is credited, and the Trustee shall not be
liable or responsible for any loss resulting from any investment made pursuant to this Article
VIL

All amounts representing accrued and capitalized interest, if any, shall be invested at the
written direction of the Council through its Program Administrator only in Government

Obligations maturing at such times, and in such amounts as are necessary to match the interest
payments on the Bonds.

(Remainder of this page intentionally left blank)
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ARTICLE VII
INVESTMENT OF MONEYS

Moneys in any of the Funds and Accounts shall be invested by the Trustee, at the
direction of the Council through its Program Administrator, which direction may be in writing
or telephonically, promptly confirmed in writing. The Trustee shall assume that any
investment directed by the Council or the Borrower is lawful.

Moneys in the Funds and Accounts shall be invested at the direction of the Council
through its Program Administrator in Investment Securities with respect to which payments of
principal thereof and interest thereon are scheduled or otherwise payable not later than the
dates on which it is estimated that such moneys will be required by the Trustee for the purposes
specified in this Indenture. Investment Securities acquired pursuant to this Section under a
repurchase agreement with the seller thereof may be deemed to mature on the dates on and in
the amounts (i.e., for the repurchase price) which the Trustee may deliver such Investment
Securities to such seller for repurchase under such agreement. Notwithstanding the foregoing,
Loan Repayments may not be invested in investments described under Section 1.01 hereof,
“Investment Securities” sections L and M.

Investment Securities acquired as an investment of moneys in any Fund or Account
shall be credited to such Fund or Account. For the purpose of determining the amount in any
Fund or Account, all Investment Securities credited to any such Fund or Account shall be
valued at market value on the date of determination; provided, however, that repurchase
agreements shall be valued at the aggregate repurchase price of the securities remaining to be
repurchased pursuant to such agreements and investment agreements shall be valued at the
aggregate amount remaining invested therein (in each case exclusive of accrued interest after
the first payment of interest following purchase).

All interest, profits and other income earned from investment (other than in Loans) of all
moneys in any Fund or Account (except the Rebate Fund and the Project Loan Fund) shall be
deposited when received in the Revenue Fund, except that an amount of interest received with
respect to any Investment Security equal to the amount of accrued interest, if any, paid as part
of the purchase price of such Investment Security shall be credited to the Fund or Account from
which such accrued interest was paid. Interest earned on the Project Loan Fund shall be
credited to such Project Loan Fund.

Subject to Section 13.08 hereof and except as provided herein, investments in any and all
Funds and Accounts may be commingled for purposes of making, holding and disposing of
investments, notwithstanding provisions herein for transfer to or holding in particular Funds
and Accounts of amounts received or held by the Trustee hereunder, provided that,
notwithstanding any such commingling, the Trustee shall at all times account for such
investments strictly in accordance with the Funds and Accounts to which they are credited and
otherwise as provided in this Indenture. The Trustee may act as principal or agent in the
acquisition or disposition of Investment Securities. The Trustee may sell, or present for
redemption, any Investment Securities so purchased whenever it shall be necessary in order to
provide moneys to meet any required payment, transfer, withdrawal or disbursement from the
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ARTICLE VIIT
DISCHARGE OF INDENTURE

If the Council shall pay or cause to be paid [(other than by the Bond Insurer)] to the
Owner of any Bond secured hereby the principal of and interest due and payable, and thereafter
to become due and payable, upon such Bond, or any portion of such Bond in the principal
amount of $5,000 or any integral multiple thereof, such Bond or portion thereof shall cease to be
entitled to any lien, benefit or security under this Indenture. If the Council shall pay or cause to
be paid [(other than by the Bond Insurer)] to the Owners of all the Bonds secured hereby the
principal of and interest due and payable, and thereafter to become due and payable thereon,
and shall pay or cause to be paid [(other than by the Bond Insurer)] all other sums payable
hereunder by the Council, then, and in that case, the right, title and interest of the Trustee in the
related Trust Estate shall thereupon cease, terminate and become void. In such event, the
Trustee shall assign, transfer and turn over to the Council the Trust Estate and, at the direction
of the Council, cancel any outstanding Loans related to the Bonds; provided that if the Bonds
are paid from the proceeds of refunding bonds, the Loan shall at the direction of the Council not
be canceled but shall be transferred and pledged as security and a source of payment for the
refunding bonds.

Notwithstanding the release and discharge of the lien of this Indenture as provided
above, those provisions of this Indenture relating to the maturity of the Bonds, interest
payments and dates thereof, exchange and transfer of Bonds, replacement of mutilated,
destroyed, lost or stolen Bonds, the safekeeping and cancellation of Bonds, nonpresentment of
Bonds, the holding of moneys in trust, and the duties of the Trustee in connection with all of the
foregoing, remain in effect and shall be binding upon the Trustee and the Bondholder.

Any Bond shall be deemed to be paid within the meaning of this Article and for all
purposes of this Indenture when (a) payment of the principal of and premium, if any, on such
Bond, plus interest thereon to the due date thereof (whether such due date is by reason of
maturity or upon redemption as provided herein), either (i) shall have been made or caused to
be made [(other than by the Bond Insurer)] in accordance with the terms thereof, or (ii) shall
have been provided for [(other than by the Bond Insurer)] by irrevocably depositing with the
Trustee in trust and irrevocably setting aside exclusively for such payment (1) moneys sufficient
to make such payment and/or (2) Governmental Obligations maturing as to principal and
interest in such amounts and at such time as will insure the availability of sufficient moneys to
make such payment, and (b) all necessary and proper fees, compensation and expenses of the
Trustee, the Council [and the Bond Insurer] pertaining to the Bonds with respect to which such
deposit is made shall have been paid or the payment thereof provided for to the satisfaction of
the Trustee. At such times as a Bond shall be deemed to be paid hereunder, as aforesaid, such
Bond shall no longer be secured by or entitled to the benefits of this Indenture, except for the
purposes of any such payment from such moneys or Governmental Obligations.

Notwithstanding the foregoing paragraph, no deposit under clause (a)(ii) of the
immediately preceding paragraph shall be deemed a payment of the Bonds as aforesaid (1)
until the Council shall have given the Trustee, in form satisfactory to the Trustee, irrevocable
instructions:
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(i) stating the date when the principal of each such Bond is to be paid,
whether at maturity or on a redemption date (which shall be any redemption date permitted by
this Indenture);

(i) to call for redemption pursuant to this Indenture any Bonds to be
redeemed prior to maturity pursuant to (i) hereof; and

(iii)  if all the Bonds are not to be redeemed within 30 days, to mail, as soon as
practicable, in the manner prescribed by Article IIT hereof, a notice to the Owners of the Bonds
that the deposit required by (a)(ii) above has been made with the Trustee and that said Bonds
are deemed to have been paid in accordance with this Article and stating the maturity or
redemption date upon which moneys are to be available for the payment of the principal or
redemption price, if applicable, of the Bonds as specified in (i) hereof; and

) if any Bonds are to be redeemed within the next 30 days, until proper notice of
redemption of those Bonds has been given.

Any moneys so deposited with the Trustee as provided in the two foregoing paragraphs
may at the direction of the Council also be invested and reinvested in Governmental
Obligations described in clause (i) of the definition thereof, maturing in the amounts and at the
times as hereinbefore set forth, and all income from all such Governmental Obligations in the
hands of the Trustee pursuant to this Article which is not required for the payment of the Bonds
and interest thereon with respect to which such moneys shall have been so deposited, shall be
paid to the Council as and when realized if not needed to pay any fees or expenses provided for
hereunder.

No deposit under this Article shall be made or accepted hereunder and no use made of
any such deposit unless the Trustee shall have received an Opinion of Bond Counsel to the
effect that such deposit and use would not cause the Bonds to be treated as arbitrage bonds
within the meaning of Section 148 of the Code.

Notwithstanding any provision of any other Article of this Indenture which may be
contrary to the provisions of this Article, all moneys or Governmental Obligations set aside and
held in trust pursuant to the provisions of this Article for the payment of Bonds (including
interest thereon) shall be applied to and used solely for the payment of the particular Bonds
(including interest thereon) with respect to which such moneys or obligations have been so set
aside in trust.

Anything in Article XI hereof to the contrary notwithstanding, if moneys or obligations
have been deposited or set aside with the Trustee pursuant to this Article for the payment of
Bonds and interest thereon when due and such Bonds and interest shall not have in fact been
actually paid in full when due, no amendment to the provisions of this Article shall be made
without the consent of the Owner of each Bond affected thereby.

[Anything to the contrary provided elsewhere in this Indenture notwithstanding, this
Indenture shall not be discharged as long as any amounts are owing to the Bond Insurer and no
Bond shall be deemed paid under this Indenture if the Bond Insurer shall have made any
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ARTICLE IX

DEFAULT PROVISIONS AND REMEDIES OF
TRUSTEE AND BONDHOLDERS

SECTION 9.01. Defaults; Events of Default. If any of the following events occurs
with respect to the Bonds, it is hereby defined as and declared to be and to constitute an “Event
of Default” with respect to the Bonds:

(a) Default in the payment of the principal of or interest on any Bond after the same
has become due, whether at maturity or upon call for redemption.

(b) Default in the performance or observance of any covenant, agreement or
condition on the part of the Council contained in this Indenture or in the Bonds (other than
defaults mentioned in Section 9.01(a) and (c)) and failure to remedy the same after notice of the
default pursuant to Section 9.10 hereof.

(c) If the Council shall file a petition seeking a composition of indebtedness under
the federal bankruptcy laws, or under any other applicable law or statute of the United States of
America or of the State, or the Council declares any act of bankruptcy, or there is adjudication of
the Council as a bankrupt, or an assignment by the Council for the benefit of its creditors or the
approval by a court of competent jurisdiction of a petition applicable to the Council in any
proceeding for its reorganization instituted under federal bankruptcy laws, or under any other
applicable law or statute of the United States of America or of the State.

SECTION 9.02. Remedies; Rights of Bondholders. Upon the occurrence of an
Event of Default with respect to the Bonds, the Trustee shall have the following rights and
remedies:

(a) [Subject to Bond Insurer approval,] the Trustee may, and in the case of Event of
Default under Section 9.01(c) above shall, pursue any available remedy at law or in equity or by
statute, including the federal bankruptcy laws or other applicable law or statute of the United
States of America or of the State, to enforce the payment of principal of and interest on the
Bonds then Outstanding, including enforcement of any rights of the Council or the Trustee
under the Loan Agreement.

(b) [Subject to Bond Insurer approval,] the Trustee may by action or suit in equity
require the Council to account as if it were the trustee of an express trust for the Owners of the
Bonds and may then take such action with respect to the Loan Agreement as the Trustee shall
deem necessary or appropriate and in the best interest of the Bondholders, subject to the terms
of the Loan Agreement, including the sale of part or all of the Loan Agreement.

(c) Upon the filing of a suit or other commencement of judicial proceedings to
enforce any rights of the Trustee and of the Bondholders under this Indenture, the Trustee shall
be entitled, as a matter of right, to the appointment of a receiver or receivers of the related Trust
Estate and of the Revenues, issues, earnings, income, products and profits thereof, pending such
proceedings, with such powers as the court making such appointment shall confer.
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payment under the Bond Insurance Policy in respect of the principal of or interest on such Bond
until the amount of such principal or interest, together with interest thereon provided for herein
and in the Bonds on past-due principal and interest, shall have been paid to the Bond Insurer.
Furthermore, if the discharge of the Indenture is based upon, or utilizes a forward supply
contract, the Insurer’s prior written consent must be received before the Indenture shall be
discharged by the Trustee.]

Prior to any defeasance becoming effective under this Indenture, [(i) the Bond Insurer
shall have received an opinion of Counsel, satisfactory to the Bond Insurer, to the effect that the
proceeds of any deposit to effectuate such defeasance shall not constitute a voidable preference
in a case commenced under the Federal Bankruptcy Code by or against the Council or any
applicable Borrower,] (ii) the amounts required to be deposited in an escrow fund pursuant to
this Indenture and the escrow deposit agreement entered into in order to effectuate such
defeasance shall be invested only in Government Obligations and [(iii) the Bond Insurer shall
have received (a) the final official statement delivered in connection with the refunding bonds,
(b) a copy of the accountant’s verification report, (c) a copy of the escrow deposit agreement in
form and substance acceptable to the Bond Insurer, (d) a copy of an opinion of Bond Counsel,
dated the date of closing addressed to the Bond Insurer, to the effect that the refunded bonds
have been paid within the meaning and with the effect expressed in the Indenture, and the
covenants, agreements and other obligations of the Council to the holders of the refunded
bonds have been discharged and satisfied. The opinion required by (i) above may be waived in
the discretion of the Bond Insurer at the time of such defeasance.]

(Remainder of this page intentionally left blank)
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(d) The Trustee shall give written notice of any Event of Default to the Council [and
the Bond Insurer] as promptly as practicable after the occurrence of an Event of Default
becomes known to the Trustee.

If an Event of Default shall have occurred, and if requested so to do [by the Bond Insurer
or] by the owners of 25% or more in aggregate principal amount of Outstanding Bonds [and
Bond Insurer] and indemnified as provided in Section 10.01(k) hereof, the Trustee shall be
obligated to exercise such one or more of the rights and powers conferred by this Section as the
Trustee, being advised by Counsel, shall deem most expedient in the interests of the
Bondholders.

No right or remedy by the terms of this Indenture conferred upon or reserved to the
Trustee (or to the Bondholders [or the Bond Insurer]) is intended to be exclusive of any other
right or remedy, but each and every such right or remedy shall be cumulative and shall be in
addition to any other right or remedy given to the Trustee, [the Bond Insurer] or to the
Bondholders hereunder or now or hereafter existing at law or in equity or by statute. The
assertion or employment of any right or remedy shall not prevent the concurrent or subsequent
assertion or employment of any other right or remedy.

No delay or omission in exercising any right or remedy accruing upon any default or
Event of Default shall impair any such right or remedy or shall be construed to be a waiver of
any such default or Event of Default or acquiescence therein; and every such right or remedy
may be exercised from time to time and as often as may be deemed expedient.

No waiver of any default or Event of Default hereunder, whether by the Trustee or by
the Bondholders, shall extend to or shall affect any subsequent default or Event of Default or
shall impair any rights or remedies consequent thereon.

[No waiver of any default or Event of Default hereunder by the Trustee shall be effective
without the approval of the Bond Insurer.]

SECTION 9.03. Right of Bondholders to Direct Proceedings. Anything in this
Indenture to the contrary notwithstanding, [the Bond Insurer (unless the Bond Insurer is in
default under the Bond Insurance Policy) or, with consent of the Bond Insurer (provided such
consent shall not be required if the Bond Insurer is in default under the Bond Insurance Policy)],
the Owners of a majority in aggregate principal amount of the Outstanding Bonds shall have
the right, at any time during the continuance of an Event of Default, by an instrument or
instruments in writing executed and delivered to the Trustee, to direct the time, method and
place of conducting all proceedings to be taken in connection with the enforcement of the terms
and conditions of this Indenture, or for the appointment of a receiver or any other proceedings
hereunder; provided that such direction shall not be otherwise than in accordance with the
provisions of law and of this Indenture.

SECTION 9.04. Appointment of Receivers. Upon the occurrence of an Event of

Default, and upon the filing of a suit or other commencement of judicial proceedings to enforce
any rights of the Trustee and of the Bondholders under this Indenture, the Trustee shall be
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entitled, as a matter of right, to the appointment of a receiver or receivers of the Trust Estate and
of the revenues, issues, earnings, income, products and profits thereof, pending such
proceedings, with such powers as the court making such appointment shall confer.

SECTION 9.05. Application of Moneys. All moneys received by the Trustee
pursuant to any right given or action taken under the provisions of this Article, including by
virtue of action taken under provisions of any Loan Agreement, shall, after payment of the costs
and expenses of the proceedings resulting in the collection of such moneys and of the fees
(including reasonable Trustee’s fees), expenses, liabilities and advances payable to, incurred or
made by the Trustee (including reasonable fees and disbursements of its counsel), be applied,
along with any other moneys available for such purposes, as follows:

(a) Unless the principal of all the Bonds shall have become due and payable, all such
moneys shall be applied:

FIRST -- To the payment to the persons entitled thereto of all amounts payable
pursuant to Section 4.05(1) or Section 4.05(2) and, as to installments of interest, in the
order of the maturity of the installments of such interest and, if the amount available
shall not be sufficient to pay in full any particular installment of interest, then to the
payment ratably, according to the amounts due on such installment, to the persons
entitled thereto, without any discrimination or privilege;

SECOND -- To the payment to the persons entitled thereto of the unpaid
principal of any of the Bonds which shall have become due at stated maturity or
pursuant to a call for redemption (other than such Bonds called for redemption for the
payment of which moneys are held pursuant to the other provisions of this Indenture),
in the order of their due dates and, if the amount available shall not be sufficient to pay
in full Bonds due on any particular date, then to the payment ratably, according to the
amount of principal due on such date, to the persons entitled thereto without any
discrimination or privilege;

THIRD -- To payment to the persons entitled thereto of all amounts payable
pursuant to Section 4.05(3); and

FOURTH -- To be held as provided in Article IV hereof for the payment to the
persons entitled thereto as the same shall become due of the amounts payable pursuant
to this Indenture (including principal of such Bonds due upon call for redemption) and,
if the amount available shall not be sufficient to pay in full amounts due on any
particular date, payment shall be made ratably according to the priorities set forth in
subparagraphs FIRST, SECOND and THIRD above.

(b) If the principal of all the Bonds shall have become due, all such moneys shall be
applied to the payment of the principal of and interest then due and unpaid upon the Bonds
and amounts payable pursuant to Section 4.05(3), with Bond principal and interest to be paid
first, without preference or priority of principal over interest or of interest over principal, or of
any installment of interest over any other installment of interest, or of any Bond over any other
Bond, ratably, according to the amounts due respectively for principal and interest, and with
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of this Indenture, or for the appointment of a receiver or for any other remedy hereunder; it
being understood and intended that no one or more Owners of the Bonds [or the Bond Insurer]
shall have any right in any manner whatsoever to affect, disturb or prejudice the lien of this
Indenture by its, his or their action or to enforce any right hereunder except in the manner
herein provided, and that all proceedings at law or in equity shall be instituted, had and
maintained in the manner herein provided and for the equal and ratable benefit of the Owners
of all Outstanding Bonds. However, nothing contained in this Indenture shall affect or impair
the right of any Bondholder to enforce the payment of the principal of and interest on any Bond
at and after the maturity or redemption date of such principal or interest, or the obligation of
the Council to pay the principal of and interest on each of the Bonds issued hereunder to the
respective registered Owners thereof at the time, place, from the source and in the manner in
this Indenture and in the Bonds expressed.

SECTION 9.08. Termination of Proceedings. In case the Trustee or any Owner of
any Bonds [or the Bond Insurer] shall have proceeded to enforce any right under this Indenture
by the appointment of a receiver or otherwise, and such proceedings shall have been
discontinued or abandoned for any reason, or shall have been determined adversely, then and
in every such case the Council, the Trustee, [the Bond Insurer] and the Bondholders shall be
restored to their former positions and rights hereunder, respectively, and with regard to the
property herein subject to this Indenture, and all rights, remedies and powers of the Trustee,
[the Bond Insurer] and Owners of Bonds shall continue as if no such proceedings had been
taken.

SECTION 9.09. Waivers of Events of Default. The Trustee may, [with the
consent of the Bond Insurer], at its discretion waive any Event of Default hereunder (other than
an Event of Default specified in 9.01(c) above) and its consequences and may rescind any
declaration of maturity of all the Bonds affected thereby and shall do so upon the written
request of [the Bond Insurer or] the Owners of (a) more than two-thirds in aggregate principal
amount of all Outstanding Bonds [(with the consent of the Bond Insurer, unless the Bond
Insurer is in default under the Bond Insurance Policy)] in the case of default in the payment of
principal or interest, or (b) more than one-half in aggregate principal amount of all Outstanding
Bonds affected thereby [(with the consent of the Bond Insurer, unless the Bond Insurer is in
default under the Bond Insurance Policy)] in the case of any other default; provided, however,
that there shall not be waived (i) any default in the payment of the principal of any such
Outstanding Bond at the date of maturity specified therein or (ii) any default in the payment
when due of the interest on any such Outstanding Bond, unless prior to such waiver all arrears
of interest or all arrears of payments of principal when due, as the case may be, with interest on
overdue principal and interest, and all expenses of the Trustee in connection with such default
shall have been paid or provided for, and in case of any such waiver or rescission, or in case any
proceeding taken by the Trustee on account of any such default shall have been discontinued or
abandoned or determined adversely, then, and in every such case, the Council, the Trustee, [the
Bond Insurer] and the Bondholders shall be restored to their former positions and rights
hereunder, respectively, but no such waiver or rescission shall extend to any subsequent or
other default, or impair any right consequent thereon. No such waiver shall affect the rights of
third parties to payment of amounts provided for hereunder.

39

C-11

the items enumerated in Section 4.05(3) to be paid second to the Persons entitled thereto
without any discrimination or privilege.

Whenever moneys are to be applied pursuant to the provisions of this Section, such
moneys shall be applied at such times, and from time to time, as the Trustee shall determine,
having due regard to the amount of such moneys available for application and the likelihood of
additional moneys becoming available for such application in the future. Whenever the Trustee
shall apply such funds, it shall fix the date (which shall be an Interest Payment Date unless the
Trustee shall deem another date more suitable) upon which such application is to be made and
upon such date interest on the amounts of principal and past-due interest to be paid on such
date shall cease to accrue. Defaulted interest on a Bond shall be payable to the person in whose
name such Bond is registered at the close of business on a Special Record Date for the payment
of defaulted interest established by notice mailed by the Trustee to the registered Owners of
Bonds not more than fifteen (15) days preceding such Special Record Date. Such notice shall be
mailed to the person in whose name the Bonds are registered at the close of business on the fifth
(5th) day preceding the date of mailing. The Trustee shall not be required to make payment of
principal of any Bond to the Owner of such Bond until such Bond shall be presented to the
Trustee for appropriate endorsement or for cancellation if fully paid.

Whenever all principal of and interest on all Bonds have been paid under the provisions
of this Section and all expenses and charges of the Trustee [and the Bond Insurer] have been
paid, any balance remaining in the Funds and Accounts shall be transferred to the Council as
provided in Article VIII hereof.

SECTION 9.06. Remedies Vested in Trustee. All rights of action (including the
right to file proof of claims) under this Indenture or under any of the Bonds may be enforced by
the Trustee without the possession of any of the Bonds or the production thereof in any trial or
other proceeding related thereto and any trial or other proceeding related thereto and any such
suit or proceeding instituted by the Trustee shall be brought in its name as Trustee without the
necessity of joining as plaintiffs or defendants any Owners of the Bonds, and any recovery of
judgment shall be for the equal and ratable benefit of the Owners of all the Outstanding Bonds.

SECTION 9.07. Rights and Remedies of Bondholders. No Owner of any Bond
[or the Bond Insurer] shall have any right to institute any suit, action or proceeding at law or in
equity for the enforcement of this Indenture or for the execution of any trust hereof or for the
appointment of a receiver or any other remedy hereunder, unless (a) a default has occurred, (b)
such default shall have become an Event of Default and the Owners of not less than 25% in
aggregate principal amount of Outstanding Bonds affected thereby, [with the consent of the
Bond Insurer, or the Bond Insurer shall have made written request to the Trustee and shall have
offered it reasonable opportunity either to proceed to exercise the powers hereinbefore granted
or to institute such action, suit or proceeding in its own name], (c) such Owners of Bonds [or the
Bond Insurer] shall have offered to the Trustee indemnity as provided in Section 10.01(k)
hereof, and (d) the Trustee shall for 60 days after receipt of such request and indemnification
fail or refuse to exercise the rights and remedies hereinbefore granted, or to institute such
action, suit or proceeding in its own name; and such request and offer of indemnity are hereby
declared in every case at the option of the Trustee to be conditions precedent to the execution of
the powers and trusts of this Indenture, and to any action or cause of action for the enforcement
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SECTION 9.10. Notice of Defaults Under Section 9.01(b); Opportunity of
Council To Cure Such Defaults. Anything herein to the contrary notwithstanding, no default
under Section 9.01(b) hereof shall constitute an Event of Default until actual notice of such
default by registered or certified mail shall be given to the Council by the Trustee [or by the
Bond Insurer] or the Owners of not less than 25% in aggregate principal amount of all
Outstanding Bonds and the Council shall have had 30 days after receipt of such notice to correct
the default or cause the default to be corrected, and shall not have corrected the default or
caused the default to be corrected within the applicable period; provided, however, if the
default be such that it cannot be corrected within the applicable period, it shall not constitute an
Event of Default if corrective action is instituted by the Council within the applicable period
and diligently pursued until the default is corrected.

With regard to any alleged default concerning which notice is given to the Council
under the provisions of this Section, the Council hereby grants the Trustee full authority for the
account of the Council to perform any covenant or obligation alleged in said notice to constitute
a default, in the name and stead of the Council with full power to do any and all things and acts
to the same extent that the Council could do and perform any such things and acts and with
power of substitution.

[The Council and the Trustee shall notify the Bond Insurer within five (5) days after each
has received notice or has knowledge of (i) an Event of Default specified in Section 9.01 hereof;
or (i) the failure to make any required deposit to the Principal Fund or the Revenue Fund to
pay principal or interest when due.]

[Any notice that is required to be given to the Bondholders or the Trustee pursuant to
this Indenture or any Supplemental Indenture shall also be provided to the Bond Insurer. All
notices required to be given to the Bond Insurer under this Indenture shall be in writing and
shall be sent by registered or certified mail addressed to the Bond Insurer at the address
specified in Section 2.04 hereof.]

[SECTION 9.11. Bond Insurer to be Deemed Bondholder; Rights of Bond
Insurer. (a) Notwithstanding any provisions of this Indenture to the contrary, unless the Bond
Insurer is in default under the Bond Insurance Policy, the Bond Insurer shall at all times be
deemed the exclusive Owner of all Bonds for all purposes except for the purpose of payment of
the principal of and premium, if any, and interest on the Bonds prior to the payment by the
Bond Insurer of the principal of and interest on the Bonds. The Bond Insurer shall have the
exclusive right to direct any action or remedy to be undertaken by the Trustee, by the Owners
or by any other party pursuant to this Indenture and the Loan Agreement, and no acceleration
of the Bonds shall be permitted, and no event of default shall be waived, without the Bond
Insurer’s consent.

(b) The Bond Insurer shall be subrogated to any and all of the rights of the Owners
of any and all of the Bonds insured by the Bond Insurer (unless the Bond Insurer is in default
under the Bond Insurance Policy) at all times for the purpose of the execution and delivery of a
Supplemental Indenture or of any amendment, change or modification of the Loan Agreement
or the initiation by Bondholders of any action to be undertaken by the Trustee at the
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Bondholder’s request. In addition, the Bond Insurer’s consent to any Supplemental Indenture
and any amendment, change or modification of the Loan Agreement shall be required.

(c) Anything in this Indenture to the contrary notwithstanding, upon the occurrence
and continuance of an event of default as defined herein, the Bond Insurer, unless the Bond
Insurer is in default under the Bond Insurance Policy, shall at all times be deemed the exclusive
owner of all Bonds for all purposes and shall be entitled to control and direct the enforcement of
all rights and remedies granted to the Bondholders for the benefit of the Bondholders under this
Indenture.]
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(f) The Trustee shall be protected in acting upon any notice, request, consent,
certificate, order, affidavit, letter, telegram or other paper or document believed to be genuine
and correct and to have been signed or sent by the proper person or persons. The Trustee shall
not withhold unreasonably its consent, approval or action to any reasonable request of the
Council. Any action taken by the Trustee pursuant to this Indenture upon the request or
authority or consent of any person who at the time of making such request or giving such
authority or consent is the registered Owner of any Bond, shall be conclusive and binding upon
all future Owners of the same Bond and upon Bonds issued in exchange therefor or in place
thereof.

(8) As to the existence or nonexistence of any fact or as to the sufficiency or validity
of any instrument, paper or proceeding, the Trustee shall be entitled in good faith to rely upon a
certificate signed by an authorized officer of the Council or by an authorized officer of the
Program Administrator as sufficient evidence of the facts therein contained and prior to the
occurrence of a default of which the Trustee has knowledge, or is deemed to have notice
pursuant to Section 10.01(e), shall also be at liberty to accept a similar certificate to the effect that
any particular dealing, transaction or action is necessary or expedient, but may at its discretion
secure such further evidence deemed necessary or advisable, but shall in no case be bound to
secure the same. The Trustee may accept a certificate of an authorized officer of the Council
under its seal to the effect that a resolution in the form therein set forth has been adopted by the
Council as conclusive evidence that such resolution has been duly adopted, and is in full force
and effect.

(h) All moneys received by the Trustee hereunder, until used or applied as herein
provided, shall be held in trust for the purposes for which they were received.

@) At any and all reasonable times, the Trustee and its duly authorized agents,
attorneys, experts, engineers, accountants and representatives [and the Bond Insurer], shall
have the right to inspect any and all of the books, papers and records of the Council pertaining
to the Revenues and receipts under the Loan Agreement and the Bonds, and to take such
memoranda from and in regard thereto as may be desired.

[0)] The Trustee shall not be required to give any bond or surety in respect of the
execution of the said trusts and powers or otherwise in respect of the premises.

(k) Before taking the action referred to in Section 9.02 or 9.07 hereof, the Trustee may
require that satisfactory indemnity be furnished for the reimbursement of all expenses to which
it may be put and to protect it against all liability relating to such action, except liability which is
adjudicated to have resulted from its negligence or willful default.

SECTION 10.02. Fees, Charges and Expenses of Trustee. The Trustee shall be
entitled to payment and reimbursement for reasonable fees for its services rendered hereunder
and all advances, counsel fees (including in connection with any appeal or bankruptcy
proceedings and other expenses reasonably and necessarily made or incurred by the Trustee)
but solely from moneys available therefor pursuant to Section 4.05 hereof or Section 9.05 hereof
and pursuant to the Loan Agreement.

43

C-12

ARTICLE X
THE TRUSTEE

SECTION 10.01. Acceptance of the Trusts. The Trustee hereby accepts the trusts
imposed upon it by this Indenture, and agrees to perform said trusts, but only upon and subject
to the following express terms and conditions:

(a) The Trustee, prior to the occurrence of an Event of Default and after the curing of
all Events of Default which may have occurred, undertakes to perform such duties and only
such duties as are specifically set forth in this Indenture. In case an Event of Default has
occurred (which has not been cured or waived), the Trustee shall exercise such of the rights and
powers vested in it by this Indenture, and shall use the same degree of care as a prudent man
would exercise or use under the circumstances in the conduct of his own affairs.

(b) The Trustee may execute any of the trusts or powers hereof and perform any of
its duties by or through attorneys, agents, receivers or employees but shall be answerable for
the conduct of the same in accordance with the standard specified above, and shall be entitled
to advice of counsel concerning all matters of trusts hereof and the duties hereunder, and may
in all cases pay such reasonable compensation to all such attorneys, agents, receivers and
employees as may reasonably be employed in connection with the trusts hereof. The Trustee
may act upon the opinion or advice of any attorneys (who may but need not be the attorney or
attorneys for the Council, [the Bond Insurer] or a Borrower) approved by the Trustee in the
exercise of reasonable care. The Trustee shall not be responsible for any loss or damage
resulting from any action or non-action in good faith in reliance upon such opinion or advice.

(©) The Trustee shall not be responsible for any recital herein, or in the Bonds, or for
the validity of the execution by the Council of this Indenture or of any supplements hereto or
instruments of further assurance, or for the sufficiency of the security for the Bonds issued
hereunder or intended to be secured hereby.

(d) The Trustee shall not be accountable for the use of any Bonds authenticated or
delivered hereunder. The Trustee may become the Owner of Bonds secured hereby with the
same rights which it would have if not the Trustee.

(e) Unless an officer of the corporate trust department of the Trustee shall have
actual knowledge thereof, the Trustee shall not be required to take notice or be deemed to have
notice of any default hereunder except defaults under Section 9.01(a) hereof unless the Trustee
shall be specifically notified in writing of such default by the Council [or the Bond Insurer] or a
court of law or by any Owner of Bonds. All notices or other instruments required by this
Indenture to be delivered to the Trustee must, in order to be effective, be delivered at the
Designated Office of the Trustee and, in the absence of such notice so delivered, the Trustee
may conclusively assume there is no default except as aforesaid. The Trustee shall provide
copies of any such notices as soon as practicable to the Council, [Bond Insurer] and the
Borrower.
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SECTION 10.03. Notice to Bondholders if Default Occurs Under Indenture. If the
Trustee becomes aware of an Event of Default, then the Trustee shall promptly give written
notice thereof by [registered or certified mail to the Bond Insurer and by] first-class mail to the
Owners of all Outstanding Bonds affected thereby, as shown by the bond registration books.

SECTION 10.04. Intervention by Trustee. In any judicial proceeding to which the
Council is a party and which in the opinion of the Trustee and its counsel has a substantial
bearing on the interests of Owners of the Bonds, the Trustee may intervene on behalf of the
Bondholders, and shall do so if requested in writing by [(i) the Bond Insurer,] or (ii) the Owners
of at least 25% of the aggregate principal amount of Bonds then Outstanding, [with the consent
of the Bond Insurer].

SECTION 10.05. Successor Trustee. Any corporation or association into which the
Trustee may be converted or merged, or with which it may be consolidated, or to which it may
sell or transfer all or substantially all of the bond administration portion of its corporate trust
business, or any corporation or association resulting from any such conversion, sale, merger,
consolidation or transfer to which it is a party, ipso facto shall be and become, to the extent
permitted by law, successor Trustee hereunder and vested with all of the title to the Trust Estate
and all the trusts, powers, discretions, immunities, privileges and all other matters as was its
predecessor, without the execution or filing of any instrument or any further act, deed or
conveyance on the part of any of the parties hereto, anything herein to the contrary
notwithstanding, provided, however, that written notice shall be provided to [the Bond
Insurer,] the Council and the Bondholders.

Any successor Trustee appointed pursuant to this Section or through consolidation, sale,
or merger shall be a trust company or bank in good standing located in or incorporated under
the laws of the State or the United States, duly authorized to exercise trust powers and subject
to examination by federal or state authority, having a reported capital and surplus of not less
than $50,000,000 [and acceptable to the Bond Insurer].

SECTION 10.06. Resignation by Trustee. The Trustee and any successor Trustee
may at any time resign from the trusts hereby created by giving sixty (60) days” written notice
by registered or certified mail to the Council [and the Bond Insurer] and by first- class mail to
the registered Owner of each Bond, and such resignation shall take effect upon the appointment
of a successor Trustee as hereinafter provided and the acceptance of such appointment by such
successor. [No such acceptance shall be effective unless the Bond Insurer has consented in
writing to such appointment.]

SECTION 10.07. Removal of Trustee. The Council may remove the Trustee at any
time without cause, by an instrument or concurrent instruments in writing delivered to the
Trustee so removed and consented to by [the Bond Insurer or] the Owners of a majority in
aggregate principal amount of all Bonds then Outstanding [with consent of the Bond Insurer],
provided, that all amounts owing to the Trustee shall be paid simultaneous with or prior to
such removal. [The Trustee may be removed at any time for cause by the Bond Insurer, with
notice to the Council.]
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SECTION 10.08. Appointment of Successor Trustee. In case the Trustee
hereunder shall resign or be removed, or be dissolved, or shall be in course of dissolution or
liquidation, or otherwise become incapable of acting hereunder, or in case it shall be taken
under the control of any public officer or officers, or of a receiver appointed by a court, a
successor may be appointed by a resolution of the Council, [with the consent of the Bond
Insurer,] or if the Council shall not have appointed a successor Trustee, by filing with the
Council an instrument or concurrent instruments in writing signed by Owners of not less than a
majority in principal amount of Bonds outstanding, or by their attorneys in fact, duly
authorized. [Nevertheless, in case of such vacancy, the Bond Insurer may appoint a temporary
Trustee to fill such vacancy until a successor to the Trustee shall be appointed in the manner
above prescribed; and any such temporary Trustee so appointed by the Bond Insurer shall
immediately and without further act be superseded by any Trustee so appointed.] Notice of the
appointment of a successor Trustee shall be given by the successor Trustee in the same manner
as provided by Section 10.06 hereof with respect to the resignation of a Trustee. Every such
Trustee appointed pursuant to the provisions of this Section shall be a trust company or bank in
good standing having a corporate trust office in the State, having a reported capital and surplus
of not less than [$75,000,000] and subject to examination by federal or State authority, if there be
such an institution willing, qualified and able to accept the trust upon reasonable or customary
terms. [The Bond Insurer shall be notified immediately upon the resignation or termination of
the Trustee and the appointment of a successor Trustee.]

SECTION 10.09. Concerning Any Successor Trustee. Every successor Trustee
appointed hereunder shall execute, acknowledge and deliver to its or his predecessor and also
to the Council [and the Bond Insurer] an instrument in writing accepting such appointment
hereunder, and thereupon such successor, without any further act, deed or conveyance, shall
become fully vested with all the estates, properties, rights, powers, trusts, duties and obligations
of its predecessors; but such predecessor shall, nevertheless, on the written request of the
Council, or of the successor Trustee, execute and deliver an instrument transferring to such
successor Trustee all the estates, properties, rights, powers and trusts of such predecessor
hereunder; and every predecessor Trustee shall deliver all securities, moneys, documents and
other property held by it as the Trustee hereunder to its or his successor hereunder. Should any
instrument in writing from the Council be required by any successor Trustee for more fully and
certainly vesting in such successor the estate, rights, powers and duties hereby vested or
intended to be vested in the predecessor, any and all such instruments in writing shall, on
request, be executed, acknowledged and delivered by the Council. Such successor Trustee shall
give notice of such successors to Fitch and S&P.

SECTION 10.10. Preservation and Inspection of Documents. All documents
received by the Trustee under the provisions of the Indenture shall be retained in its possession
and shall be subject at all reasonable times to the inspection of the Council [and the Bond
Insurer,] at reasonable hours and under reasonable conditions.

SECTION 10.11. [Reserved]

SECTION 10.12. Paying Agent. The Council hereby appoints the Trustee as
Paying Agent. The Council may, with the approval of the Trustee [and the Bond Insurer,]
appoint additional Paying Agents for the Bonds. Each Paying Agent shall designate to the
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ARTICLE XI
SUPPLEMENTAL INDENTURES

SECTION 11.01. Supplemental Indentures Not Requiring Consent of
Bondholders. The Council and the Trustee may, without the consent of or notice to any of the
Bondholders [but only with the consent of the Bond Insurer], enter into any indenture or
indentures supplemental to this Indenture for any one or more of the following purposes:

(a) To cure or correct any ambiguity or omission or formal defect in this Indenture;

(b) To grant to or confer upon the Trustee for the benefit of any of the Bondholders
any additional benefits, rights, remedies, powers or authorities that may lawfully be granted to
or conferred upon such Bondholders or the Trustee, or to make any change which, in the
judgment of the Trustee, is not to the material prejudice of such Bondholders;

(c) To subject to this Indenture additional revenues, properties or collateral;

(d) To modify, amend or supplement this Indenture or any indenture supplemental
hereto in such manner as to permit the qualification hereof and thereof under the Trust
Indenture Act of 1939 or any similar federal statute hereafter in effect or to permit the
qualification of the Bonds for sale under the securities laws of the United States of America or of
any of the states of the United States of America, and, if they so determine, to add to this
Indenture or any indenture supplemental hereto such other terms, conditions and provisions as
may be permitted by said Trust Indenture Act of 1939 or similar federal statute; or

SECTION 11.02. Supplemental Indentures Requiring Consent of Bondholders.
Exclusive of supplemental indentures covered by Section 11.01 hereof and subject to the terms
and provisions contained in this Section, and not otherwise, [the Bond Insurer] and the Owners
of not less than two-thirds in aggregate principal amount of the Outstanding Bonds affected
thereby shall have the right, from time to time, to consent to and approve the execution by the
Council and the Trustee of such other indenture or indentures supplemental hereto as shall be
deemed necessary and desirable by the Trustee for the purpose of modifying, altering,
amending, adding to or rescinding, in any particular, any of the terms or provisions contained
in this Indenture or in any supplemental indenture; provided, however, that nothing in this
Section contained shall permit, or be construed as permitting (1) without the consent of the
Owners of all then Outstanding Bonds affected thereby, of (a) an extension of the maturity date
of the principal of or the interest on any Bond, or (b) a reduction in the principal amount of any
Bond or the rate of interest thereon, or (c) a privilege or priority of any Bond or Bonds over any
other Bond or Bonds, or (d) a reduction in the aggregate principal amount of the Bonds required
for consent to such supplemental indenture, or (e) except to the extent necessary to implement
Section 4.08(c) hereof, the creation of any lien hereunder other than a lien ratably securing all of
the Bonds at any time Outstanding hereunder, or (2) any modification of the trusts, powers,
rights, obligations, duties, remedies, immunities and privileges of the Trustee without the
written consent of the Trustee.
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Council and the Trustee its principal office and signify its acceptance of the duties and
obligations imposed upon it hereunder by a written instrument of acceptance delivered to the
Council under which such Paying Agent will agree, particularly:

(a) to hold all sums received by it for the payment of the principal of or interest on
Bonds in trust for the benefit of the Owners of the Bonds until such sums shall be paid to such
Owners of the Bonds or otherwise disposed of as herein provided;

(b) to keep such books and records as shall be consistent with prudent industry
practice, to make such books and records available for inspection by the Council and the
Trustee at all reasonable times; and

(c) upon the request of the Trustee, to forthwith deliver to the Trustee all sums so
held in trust by the Paying Agent.

SECTION 10.13. Registrar. The Council hereby appoints the Trustee as Registrar
for the Bonds. The Registrar shall designate to the Trustee its principal office and signify its
acceptance of the duties imposed upon it hereunder by a written instrument of acceptance
delivered to the Council and the Trustee under which such Registrar will agree, particularly, to
keep such books and records as shall be consistent with prudent industry practice and to make
such books and records available for inspection by the Council and the Trustee at all reasonable
times.

The Council shall cooperate with the Trustee to cause the necessary arrangements to be
made and to be thereafter continued whereby Bonds, executed by the Council and
authenticated by the Registrar or any authenticating agent, shall be made available for
exchange, registration and registration of transfer at the principal office of the Registrar. The
Council shall cooperate with the Trustee to cause the necessary agreements to be made and
thereafter continued whereby the Registrar shall be furnished such records and other
information at such times as shall be required to enable the Registrar to perform the duties and
obligations imposed upon it hereunder.

[SECTION 10.14. Effect on Bondholders of Certain Actions. Notwithstanding any
other provision of this Indenture, in determining whether the rights of the Bondholders will be
adversely affected by any action taken pursuant to the terms and provisions of this Indenture,
the Trustee or Paying Agent shall consider the effect on the Bondholders as if there were no
Bond Insurance Policy.]

(Remainder of this page intentionally left blank)
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If at any time the Council shall request the Trustee to enter into any such supplemental
indenture for any of the purposes of this Section, the Trustee shall, upon being satisfactorily
indemnified with respect to expenses, cause notice of the proposed execution of such
supplemental indenture to be mailed by registered or certified mail to each Owner of a Bond
affected thereby at the address shown on the registration books. Such notice shall briefly set
forth the nature of the proposed supplemental indenture and shall state that copies thereof are
on file at the principal corporate trust office of the Trustee for inspection by all Bondholders. If,
within sixty (60) days, or such longer period as shall be prescribed by the Council, following the
mailing of such notice, the Owners of not less than two-thirds in aggregate principal amount of
the Outstanding Bonds affected thereby at the time of the execution of any such supplemental
indenture shall have consented to and approved the execution thereof as herein provided, no
Owner of any Bond shall have any right to object to any of the terms and provisions contained
therein, or the operation thereof, or in any manner to question the propriety of the execution
thereof, or to enjoin or restrain the Trustee or the Council from executing the same or from
taking any action pursuant to the provisions thereof. Upon the execution of any such
supplemental indenture as in this Section permitted and provided, this Indenture shall be and
be deemed to be modified and amended in accordance therewith.

[Notwithstanding the foregoing or any other provisions to the contrary, for as long as
the Bond Insurance Policy remains in full force and effect, consent and approval by the Bond
Insurer shall constitute the required consent and approval of the Owners of the Bonds,
provided, however, that in no event shall the Bond Insurer’s consent to the actions listed in
subsection (1)(a) through (e) of this Section 11.02 constitute consent of the Owners.]

SECTION 11.03. Notice to S&P and Fitch. The Trustee shall give notice to [the
Bond Insurer,] S&P and Fitch of any supplemental indentures or any amendments to any Loan
Agreement.

(Remainder of this page intentionally left blank)
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ARTICLE XII
AMENDMENT OF LOAN AGREEMENT

SECTION 12.01. Amendments, Etc., Not Requiring Consent of Bondholders. The
Council and the Trustee may, without the consent of or notice to the Bondholders, [but only
with the consent of the Bond Insurer,] consent to any amendment, change or modification of
any Loan Agreement that may be required (a) by the provisions of such Loan Agreement or to
conform to the provisions of this Indenture, (b) for the purpose of curing any ambiguity or
inconsistency or formal defect or omission, (c) so as to add additional rights acquired in
accordance with the provisions of such Loan Agreement, or (d) in connection with any other
change therein which, in the judgment of the Trustee, is not to the material prejudice of the
Trustee or the Owners of the Bonds.

SECTION 12.02. Amendments, Etc.,, Requiring Consent of Bondholders. Except
for amendments, changes or modifications provided for in Section 12.01 hereof, neither the
Council nor the Trustee shall consent to any amendment, change or modification of any Loan
Agreement without the mailing of notice and the written approval or consent of [the Bond
Insurer] and Owners of not less than two-thirds in aggregate principal amount of the Bonds at
the time Outstanding given and procured as in this Section provided. If at any time the Council
and a Borrower shall request the consent of the Trustee to any such proposed amendment,
change or modification of a Loan Agreement, the Trustee shall, upon being satisfactorily
indemnified with respect to expenses, cause notice of such proposed amendment, change or
modification to be mailed in the same manner as provided by Section 11.02 hereof with respect
to supplemental indentures. Such notice shall briefly set forth the nature of such proposed
amendment, change or modification and shall state that copies of the instrument embodying the
same are on file with the Trustee for inspection by all Bondholders. Nothing contained in this
Section shall permit, or be construed as permitting, a reduction of the aggregate principal
amount of Bonds the Owners of which are required to consent to any amendment, change or
modification of a Loan Agreement, a reduction in, or a postponement of, the payments under
any Loan Agreement or any changes that affect the exclusion of interest on the Bonds from the
gross income of the Holders thereof for purposes of Federal income taxation, without the
consent of the Owners of all of the Bonds then Outstanding.

[Notwithstanding the foregoing or any other provisions to the contrary, for as long as
the Bond Insurance remains in full force and effect, consent and approval by the Bond Insurer
shall constitute the required consent and approval of the Owners of the Bonds, provided,
however, that the Bond Insurer shall not be entitled to consent to a reduction in, or
postponement of, the payment due the Bondholders or any change that affects the exclusion of
interest on the Bonds from gross income of the Holders thereof for purposes of Federal income
taxation.]

Nothing contained in this Section shall be construed to prevent the Trustee, with the
consent of the Council [and the Bond Insurer,] from settling a default under any Loan
Agreement on such terms as the Trustee may determine to be in the best interests of the Owners
of the Bonds.
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Borrower under the Loan Agreement (and waive the same except for rights expressly granted to
the Council) on behalf of the Bondholders whether or not the Council is in default hereunder.

SECTION 13.05. Possession and Inspection of Loan Agreement. The Trustee shall
retain possession of an executed copy of each Loan Agreement to which it is a party or in which
it has an interest and release them only in accordance with the provisions of this Indenture. The
Council and the Trustee covenant and agree that all books and documents in their possession
relating to the Loan Agreement and to the distribution of proceeds thereof shall at all times be
open to inspection by such accountants or other agencies or persons as the other party [or the
Bond Insurer] may from time to time designate.

SECTION 13.06. Provision of Documents to Bondholders. If any Bondholder
shall request of the Council or Trustee a copy of the Indenture, [the Bond Insurance Policy] or
any Loan Agreement, the Trustee shall, at the expense of the Bondholder, provide such
Bondholder with a photocopy or other copy of any such document requested.

SECTION 13.07. Tax Covenants.

(a) The Council shall not use or permit the use of any proceeds of the Bonds or any
other funds of the Council, and the Trustee shall not knowingly use or permit the use of any
proceeds of the Bonds or any other funds of the Council held by the Trustee, directly or
indirectly, to acquire any securities or obligations, and shall not knowingly use or permit the
use of any amounts received by the Council or Trustee with respect to the Loan Agreement in
any manner, and shall not take or permit to be taken any other action or actions, which would
cause any Bond to be an “arbitrage bond” within the meaning of Section 148, or “federally
guaranteed” within the meaning of the Code. If at any time the Council is of the opinion that
for purposes of this subsection (a) it is necessary to restrict or limit the yield on or change in any
way the investment of any moneys held by the Trustee under this Indenture, the Council shall
so instruct the Trustee in writing, and the Trustee shall take such action as may be necessary in
accordance with such instructions.

(b) The Council shall not use or permit the use of any proceeds of Bonds or any
other funds of the Council, and the Trustee shall not knowingly use or permit the use of any
proceeds of the Bonds or any other funds of the Council held by the Trustee, directly or
indirectly, in any manner, and shall not take or permit to be taken any other action or actions,
which would result in any of the Bonds being treated as a “private activity bond,” as defined in
Section 141 of the Code.

(0) The Council and the Trustee (if directed by the Council) shall at all times do and
perform all acts and things permitted by law and this Indenture which are necessary or
desirable in order to assure that interest paid on the Bonds will be excluded from gross income
for purposes of Federal income taxation and shall take no action that would result in such
interest not being excluded from Federal gross income.

(d) The Council covenants that it will maintain adequate accounting records, and
rebate investment income from the investment of proceeds of the Bonds to the United States
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ARTICLE XIII
GENERAL COVENANTS

SECTION 13.01. Payment of Principal and Interest. The Council covenants that it
will promptly pay the principal of and interest on every Bond issued under this Indenture at the
place, on the dates and in the manner provided herein and in said Bonds according to the true
intent and meaning thereof, provided that the principal and interest are payable by the Council
solely from the Trust Estate as provided in this Indenture, and nothing in the Bonds or this
Indenture shall be considered as assigning or pledging any other funds or assets of the Council
other than such Trust Estate.

SECTION 13.02. Performance of Covenants; the Council. The Council covenants
that it will faithfully perform at all times any and all covenants, undertakings, stipulations and
provisions contained in this Indenture, in any and every Bond executed, authenticated and
delivered hereunder and in all of its proceedings pertaining hereto. The Council covenants that
it is duly authorized under the Constitution and laws of the State, including particularly the
Act, to issue the Bonds authorized hereby and to execute this Indenture, to execute and deliver
Loan Agreement, to assign the Loan Agreement and collateral documents and amounts payable
thereunder, and to pledge the Revenues and any other property hereby pledged in the manner
and to the extent herein set forth; that all action on its part for the issuance of the Bonds and the
execution and delivery of this Indenture has been duly and effectively taken, and that the Bonds
in the hands of the Owners thereof are and will be valid and enforceable obligations of the
Council according to the terms thereof and hereof.

SECTION 13.03. Instruments of Further Assurance. The Council agrees that the
Trustee may defend its rights to the payments of the Revenues for the benefit of the Owners of
the Bonds, against the claims and demands of all persons whomsoever. The Council covenants
that it will do, execute, acknowledge and deliver, or cause to be done, executed, acknowledged
and delivered, such indentures supplemental hereto and such further acts, instruments and
transfers as the Trustee may reasonably require for the better assuring, transferring, pledging,
assigning and confirming unto the Trustee all and singular the rights assigned hereby and the
amounts and other property pledged hereby to the payment of the principal of and interest on
the Bonds. The Council covenants and agrees that, except as provided herein or in the Loan
Agreement, it will not sell, convey, assign, pledge, encumber or otherwise dispose of any part of
the Revenues or the proceeds of the Bonds or its rights under the Loan Agreement.

SECTION 13.04. Rights Under the Loan Agreement. The Loan Agreement, the
form of which has been filed with the Trustee and duly executed counterparts of which will be
retained by the Trustee, as required by Section 13.06 hereof, set forth the covenants and
obligations of the Council and the Borrower, including provisions that the Loan Agreement
may not be effectively amended without the concurring written consent of the Trustee, as
provided in Article XII hereof, and reference is hereby made to the Loan Agreement for a
detailed statement of said covenants and obligations of the Borrower under the Loan
Agreement, and the Council agrees that the Trustee in its name or to the extent permitted by
law, in the name of the Council, may enforce all rights of the Council and all obligations of the
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Treasury within the time allowed and in the manner specified by the Code and regulations and
will otherwise comply with such laws and regulations.

SECTION 13.08. Security Interest.

(a) This Indenture creates a valid and binding assignment of, lien on and security
interest in the Trust Estate in favor of the Trustee as security of payment of the Bonds,
enforceable by the Trustee in accordance with the terms hereof.

(b) The Council has not heretofore made a pledge of, granted a lien on or security
interest in, or made an assignment or sale of such collateral that ranks on a parity with or prior
to the lien, security interest or assignment granted hereby. The Council has not described such
collateral in a Uniform Commercial Code financing statement. The Council shall not hereafter
make or suffer to exist any pledge or assignment of, lien on, or security interest in such
collateral that ranks prior to or on a parity with the assignment, lien, or security interest granted
hereby, or file any financing statement describing any such pledge, assignment, lien or security
interest, except as expressly permitted hereby.

(Remainder of this page intentionally left blank)
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ARTICLE XIV
MISCELLANEOUS

SECTION 14.01. C ts, etc., of Bondhold Any consent, request, direction,
approval, objection or other instrument required by this Indenture to be signed and executed by
the Bondholders may be in any number of concurrent writings of similar tenor and may be
signed or executed by such Bondholders in person or by agent appointed in writing. Proof of
the execution of any such consent, request, direction, approval, objection or other instrument or
of the writing appointing any such agent and of the ownership of Bonds, if made in the
following manner, shall be sufficient for any of the purposes of this Indenture, and shall be
conclusive in favor of the Council, the Trustee and any subsequent Owners of the Bonds with
regard to any action taken by it under such request or other instrument, namely:

(a) The fact and date of the execution by any person of any such writing may be
proved by the certificate of any officer in any jurisdiction who by law has power to take
acknowledgments within such jurisdiction that the person signing such writing acknowledged
before him the execution thereof, or by an affidavit of any witness to such execution.

(b) The fact of ownership of Bonds and the amount or amounts, numbers and other
identification of Bonds, and the date of owning the same shall be proved by the registration
books of the Council maintained by the Registrar pursuant to Section 2.07 hereof.

SECTION 14.02. Limitation of Rights. With the exception of rights herein
expressly conferred or as otherwise provided herein, nothing expressed or mentioned in or to
be implied from this Indenture or the Bonds is intended or shall be construed to give to any
person or company other than the parties hereto and the owners of the Bonds, any legal or
equitable right, remedy or claim under or in respect to this Indenture or any covenants,
conditions and provisions herein contained; this Indenture and all of the covenants, conditions
and provisions hereof being intended to be and being for the sole and exclusive benefit of the
parties hereto and the Owners of the Bonds as herein provided. [The Bond Insurer is
recognized as a third-party beneficiary hereunder and may enforce any such right, remedy or
claim conferred, given or granted hereunder.]

[SECTION 14.03. The Bond Insurer. All provisions in this Indenture regarding
consents, approvals, directions, appointments or requests by the Bond Insurer shall be deemed
to not require or permit such consents, directions, appointments or requests by the Bond Insurer
and shall be read as if the Bond Insurer were not mentioned therein during any time in which
(a) the Bond Insurer is in default in its obligation to make payments under the Bond Insurance
Policy, (b) the Bond Insurance Policy shall at any time for any reason cease to be valid and
binding on the Bond Insurer, or shall be declared to be null and void by final and conclusive
judicial determination, or the validity or enforceability of any provision thereof is being
contested by the Bond Insurer or any governmental agency or authority, or if the Bond Insurer
is denying further liability or obligation under the Bond Insurance Policy, or (c) a final
determination against the Bond Insurer, under any bankruptcy, reorganization, arrangement,
insolvency, readjustment of debt, dissolution or liquidation law of the State of New York,
whether now or hereafter in effect.]
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IN WITNESS WHEREOF, the Council has caused this Indenture to be executed on its
behalf by its Chairman and the seal of the Council to be hereunto affixed and duly attested by
its Executive Director and the Trustee, to evidence its acceptance of the trusts created
hereunder, has caused this Indenture to be executed in its name by its duly authorized officer,
all as of the day and year first above written.

FLORIDA MUNICIPAL LOAN COUNCIL

(SEAL)

By:

Name:

Title: Chairman
ATTEST:

FLORIDA LEAGUE OF CITIES, INC.,,
Program Administrator

By:.
Name: Michael Sittig
Title: Executive Director
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SECTION 14.04. Severability. If any provision of this Indenture shall be held or
deemed to be or shall, in fact, be illegal, inoperative or unenforceable, the same shall not affect
any other provision or provisions herein contained or render the same invalid, inoperative or
unenforceable to any extent whatever.

SECTION 14.05. Notices. Any notice, request, complaint, demand, communication
or other paper shall be sufficiently given and shall be deemed given when delivered or mailed
by registered or certified mail, postage prepaid, or sent by telegram or telex, addressed to the
parties as follows:

Council: Florida Municipal Loan Council
c/o Florida League of Cities
301 South Bronough Street, Suite 300
Tallahassee, Florida 32301

[Bond Insurer:]

Trustee: Deutsche Bank Trust Company Americas
Trust & Securities Services (Municipal Group)
60 Wall Street
Mail Stop 2715
New York, New York 10005

The above parties may, by notice given hereunder, designate any further or different addresses
to which subsequent notices, certificates or other communications shall be sent.

SECTION 14.06. Payments Due on Saturdays, Sundays and Holidays. In any case
where the date of payment of principal of or interest on the Bonds or the date fixed for
redemption of any Bonds shall be a day which is not a Business Day, then payment of interest
or principal shall be made on the succeeding Business Day with the same force and effect as if
made on the interest payment date or the date of maturity or the date fixed for redemption.

SECTION 14.07. Counterparts. This Indenture may be simultaneously executed in
several counterparts, each of which, when so executed and delivered, shall be an original and
all of which shall constitute but one and the same instrument.

SECTION 14.08. Applicable Provisions of Law. This Indenture shall be governed
by and construed in accordance with the laws of the State.

[SECTION 14.09. Reporting Requirements. The Council will file or cause to be

filed with the Bond Insurer any official statement issued by, or on behalf of, the Council in
connection with the incurrence of any additional indebtedness by such Council.]
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TRUST INDENTURE

DEUTSCHE BANK TRUST COMPANY
AMERICAS, as Trustee

By:
Name:
Title:

By:
Name:
Title:
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EXHIBIT A

[FORM OF BOND]

No. R- $

FLORIDA MUNICIPAL LOAN COUNCIL

REVENUE BOND
SERIES 2011D
Maturity Date: Interest Rate: Dated Date: CUsIP:
Registered Owner: ~ Cede & Co.
Principal Amount: DOLLARS

FLORIDA MUNICIPAL LOAN COUNCIL, a legal entity duly created and existing
under the Constitution and laws of the State of Florida (the “Council”), for value received,
hereby promises to pay (but only out of the Revenues and other assets pledged therefor as
hereinafter mentioned) to the Registered Owner identified above, or registered assigns, on the
Maturity Date identified above (subject to any right of prior redemption hereinafter mentioned),
the Principal Amount identified above, in lawful money of the United States of America; and to
pay interest thereon in like lawful money from 2011, until payment of said Principal
Amount has been made or duly provided for, at the Interest Rate set forth above on ____ 1,
20__, and on each 1 and 1 thereafter (an “Interest Payment Date”), unless
interest on this Bond is in default, in which event it shall bear interest from the last date to
which interest has been paid until payment of such Principal Amount shall be discharged as
provided in the Indenture hereinafter mentioned. The principal (or redemption price) hereof is
payable upon presentation hereof at the principal office of Deutsche Bank Trust Company
Americas, as Paying Agent and Registrar (together with any successor thereto, the “Paying
Agent” and the “Registrar”). Interest hereon is payable by check mailed, except as provided in
the Indenture, to the person whose name appears on the bond registration books maintained by
the Registrar as the Registered Owner hereof as of the close of business on the 15th day of the
calendar month preceding each Interest Payment Date, at such person’s address as it appears on
such registration books.

This Bond is one of a duly authorized issue of bonds of the Council designated as
“Florida Municipal Loan Council Revenue Bonds, Series 2011D” (the “Bonds”), issued in the
aggregate principal amount of Dollars ($ 000), pursuant to the provisions
of Chapter 163, Part I, Florida Statutes, and other applicable provisions of law (collectively, the
“Act”), and pursuant to a Trust Indenture, dated as of May 1, 2011, between the Council and

provided in the Indenture. The Indenture provides that in certain events such declaration and
its consequences may be rescinded.

The Indenture and the rights and obligations of the Council and of the Bondholders and
of the Trustee may be modified or amended from time to time and at any time, without consent
of the Bondholders in the manner, to the extent and upon the terms provided in the Indenture.

The Bonds are limited obligations of the Council and are not a lien or charge upon the
funds or property of the Council, except to the extent of the herein mentioned pledge and
assignment. Neither the State of Florida nor the Council shall be obligated to pay the principal
of the Bonds, or the interest thereon, except from Revenues received by the Council, and neither
the faith and credit nor the taxing power of the State of Florida or of any political subdivision or
any municipal corporation thereof is pledged to the payment of the principal of, or interest on,
the Bonds.. The Bonds are not a debt of the State of Florida and said State is not liable for the
payment thereof.

Tt is hereby certified and recited that any and all conditions, things and acts required to
exist, to have happened and to have been performed precedent to and in the issuance of this
Bond do exist, have happened and have been performed in due time, form and manner as
required by the Act, as hereinafter defined, and by the Constitution and laws of the State of
Florida, and that the amount of this Bond, together with all other indebtedness of the Council,
does not exceed any limit prescribed by the Act, or by the Constitution and laws of the State of
Florida, and is not in excess of the amount of Bonds permitted to be issued under the Indenture.

This Bond shall not be entitled to any benefit under the Indenture, or become valid or
obligatory for any purpose, until the certificate of authentication and registration hereon
endorsed shall have been signed by the Registrar.

IN WITNESS WHEREOF, FLORIDA MUNICIPAL LOAN COUNCIL has caused this
Bond to be executed in its name and on its behalf by the manual or facsimile signature of its
Chairman and its seal to be reproduced hereon by facsimile and attested by the manual or
facsimile signature of its Executive Director all as of the date of the Bonds.

FLORIDA MUNICIPAL LOAN COUNCIL
(SEAL)

By:

Chairman
Attest:

Executive Director

VALIDATION CERTIFICATE
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Deutsche Bank Trust Company Americas, (the “Trustee”) (together with any supplements or
amendments thereto, the “Indenture”). The Bonds are issued for the purpose of providing
funds to make aloantothe _____ (the “Borrower”) to finance, refinance or
reimburse the costs of various capital projects, pursuant to a loan agreement between the
Council and such Borrower (together with any supplements or amendments thereto, the “Loan
Agreement”).

Capitalized terms used but not defined herein shall have the meaning set forth in the
Indenture.

Reference is hereby made to the Indenture (a copy of which is on file at the principal
corporate trust office of the Trustee) and to the Act for a description of the rights and remedies
thereunder (and limitations thereon) of the registered owners of the Bonds, of the nature and
extent of the security, of the rights, duties and immunities of the Trustee and of the rights and
obligations of the Council thereunder, to all the provisions of which Indenture the Registered
Owner of this Bond, by acceptance hereof, assents and agrees.

The Bonds and the interest thereon are payable from Revenues (as defined in the
Indenture) and are secured by a pledge and assignment of said Revenues and of amounts held
in certain funds and accounts established pursuant to the Indenture (including proceeds of the
sale of the Bonds until applied as set forth therein), subject to the provisions of the Indenture
permitting the application thereof for the purposes and on the terms and conditions set forth in
the Indenture. The Bonds are further secured by an assignment of the right, title and interest of
the Council in the Loan Agreement to the Trustee, to the extent and as more particularly
described in the Indenture.

[insert redemption provisions]

In the case of every redemption, the Registrar, at the direction of the Trustee, shall cause
notice of such redemption to be given to the Registered Owner of any Bonds designated for
redemption in whole or in part as provided in the Indenture. The failure of the Registrar to give
notice to a Bondholder or any defect in such notice shall not affect the validity of the
redemption of any other Bonds. On the redemption date, the principal amount and premium, if
any, of each Bond to be redeemed, together with the accrued interest thereon to such date, shall
become due and payable; from and after such date of redemption (such notice having been
given and moneys available solely for such redemption being on deposit with the Trustee), the
Bonds or portions thereof to be redeemed shall not be deemed to be outstanding under the
Indenture, and the Council shall be under no further liability in respect thereof.

[In the event that the Bond Insurer shall make any payments of principal of and/or
interest on any of the Bonds pursuant to the terms of the financial guaranty insurance policy,
and the Bonds are accelerated or redeemed pursuant to the terms of the Indenture or Loan, the
Bond Insurer may pay all or a portion of amounts due under the Bonds to the Owners thereof
prior to the stated maturity dates thereof.]

If an Event of Default (as defined in the Indenture) shall occur, the principal of all Bonds
may be declared due and payable upon the conditions, in the manner and with the effect
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This Bond is one of a series of Bonds which were validated and confirmed by judgment
of the Circuit Court for Leon County, Florida, rendered on February 13, 2003.

By:

Chairman
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This is one of the Bonds described in the within-mentioned Indenture.
DEUTSCHE BANK TRUST COMPANY AMERICAS,
as Registrar

Date of Authentication:

By:

Authorized Signer

ASSIGNMENT

For value received the undersigned do(es) hereby sell, assign and transfer unto

the within-mentioned registered Bond and hereby irrevocably constitute(s) and appoint(s)
attorney, to transfer the same on the books of the Registrar with full power of substitution in the
premises.

Dated:
Signature guaranteed:

[STATEMENT OF INSURANCE]

[END OF BOND FORM]
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LOAN AGREEMENT

By and Between

FLORIDA MUNICIPAL LOAN COUNCIL

and

CITY OF HIALEAH, FLORIDA

Dated as of May 1, 2011

FLORIDA MUNICIPAL LOAN COUNCIL
REVENUE BONDS, SERIES 2011D

This Instrument Prepared By:

JoLinda Herring, Esq.
Bryant Miller Olive P.A.

One Biscayne Tower

25, Biscayne Boulevard, Suite 1480
Miami, Florida 33131

SECTION 9.05. Execution in Counterpart: 0
SECTION 9.06. Applicable Law 0
SECTION 9.07. Benefit of Bondholders; Compliance with Indenture . .

SECTION 9.08. Consents and Approval 0
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SECTION 9.10. Captions 0
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SECTION 9.14. Time of Payment 31

EXHIBIT A USE OF LOAN PROCEEDS

EXHIBIT B CERTIFIED ORDINANCE OF BORROWER
EXHIBIT C  OPINION OF BORROWER’S COUNSEL
EXHIBIT D DEBT SERVICE SCHEDULE

EXHIBIT E FORM OF REQUISITION CERTIFICATE
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LOAN AGREEMENT

This Loan Agreement (the “Loan Agreement” or the “Agreement”) dated as of May 1,
2011 and entered into between the FLORIDA MUNICIPAL LOAN COUNCIL (the “Council”), a
separate legal entity and public body corporate and politic duly created and existing under the
Constitution and laws of the State of Florida, and the CITY OF HIALEAH FLORIDA (the
“Borrower”), a duly constituted municipality under the laws of the State of Florida.

WITNESSETH:

WHEREAS, pursuant to the authority of the hereinafter defined Act, the Council desires
to loan to the Borrower the amount necessary to enable the Borrower to finance, refinance or
reimburse the cost of the Projects, as hereinafter defined, and the Borrower desires to borrow
such amount from the Council subject to the terms and conditions of and for the purposes set
forth in this Agreement; and

WHEREAS, the Council is a separate legal entity and public body corporate and politic
duly created and existing under the laws of the State of Florida organized and existing under
and by virtue of the Interlocal Agreement among initially, the City of DeLand, Florida, the City
of Rockledge, Florida and the City of Stuart, Florida, as amended and supplemented, together
with the additional governmental entities who become members of the Council, in accordance
with Chapter 163, Part I, Florida Statutes, as amended (the “Interlocal Act”); and

WHEREAS, the Council has determined that there is substantial need within the State
for a financing program (the “Program”) which will provide funds for qualifying projects (the
“Projects”) for the participating Borrowers; and

WHEREAS, the Council is authorized under the Interlocal Act to issue its revenue bonds
to provide funds for such purposes; and

WHEREAS, the Council has determined that the public interest will best be served and
that the purposes of the Interlocal Act can be more advantageously obtained by the Council’s
issuance of revenue bonds in order to loan funds to the Borrowers to finance Projects; and

WHEREAS, the Borrower is authorized under and pursuant to the Act, as amended, to
enter into this Loan Agreement for the purposes set forth herein; and

WHEREAS, the Council and the Borrower have determined that the lending of funds by
the Council to the Borrower pursuant to the terms of this Agreement and that certain Trust
Indenture dated as of May 1, 2011, between the Council and the Trustee (as defined herein)
relating to the Bonds (as hereinafter defined), including any amendments and supplements
thereto (the “Indenture”), will assist in the development and maintenance of the public welfare



of the residents of the State and the areas served by the Borrower, and shall serve a public
purpose by improving the health and living conditions, and providing adequate governmental
services, facilities and programs and will promote the most efficient and economical
development of such services, facilities and programs in the State; and

WHEREAS, neither the Council, the Borrower nor the State or any political subdivision
thereof (other than each Borrower to the extent of their obligations under their respective Loan
Agreements only), shall in any way be obligated to pay the principal of, premium, if any, or
interest on those certain revenue bonds of the Council designated “Florida Municipal Loan
Council Revenue Bonds, Series 2011D” (the “Bonds”) as the same shall become due, and the
issuance of the Bonds shall not directly, indirectly or contingently obligate the Borrower, the
State or any political subdivision or municipal corporation thereof to levy or pledge any form of
ad valorem taxation for their payment but shall be payable solely from the funds and revenues
pledged under and pursuant to this Agreement and the Indenture.

NOW, THEREFORE, for and in consideration of the premises hereinafter contained, the
parties hereto agree as follows:

ARTICLEI
DEFINITIONS

Unless the context or use indicates another meaning or intent, the following words and
terms as used in this Loan Agreement shall have the following meanings and the meanings
defined in the Original Ordinance, and any other hereinafter defined, shall have the meanings
as therein defined.

“Accountant” or “Accountants” means an independent certified public accountant or a
firm of independent certified public accountants.

“Accounts” means the accounts created pursuant to Section 4.02 of the Indenture.

“Act” means, collectively, to the extent applicable to the Borrower, Chapter 163, Part I,
Florida Statutes, Chapter 166, Part II, Florida Statutes, and Chapter 125, Part I, as amended, and
all other applicable provisions of law.

“Additional Payments” means payments required by Section 5.03 hereof.

“Arbitrage Regulations” means the income tax regulations promulgated, proposed or
applicable pursuant to Section 148 of the Code as the same may be amended or supplemented
or proposed to be amended or supplemented from time to time.

“Business Day” means any day of the year which is not a Saturday or Sunday or a day
on which banking institutions located in New York City or the State are required or authorized
to remain closed or on which the New York Stock Exchange is closed.

“Certificate,” “Statement,” “Request,” “Requisition” and “Order” of the Council mean,
respectively, a written certificate, statement, request, requisition or order signed in the name of
the Council by its Chairman, Program Administrator or such other person as may be designated
and authorized to sign for the Council. Any such instrument and supporting opinions or
representations, if any, may, but need not, be combined in a single instrument with any other
instrument, opinion or representation, and the two or more so combined shall be read and
construed as a single instrument.

“Closing” means the closing of a Loan pursuant to the Indenture and this Agreement.

“Code” means the Internal Revenue Code of 1986, as amended, and the regulations
promulgated, proposed or applicable thereunder.

“Commencement Date” means the date when the term of this Agreement begins and the
obligation of the Borrower to make Loan Repayments accrues.

“Council” means the Florida Municipal Loan Council.
“Cost” means “Cost” as defined in the Act.

“Cost of Issuance Fund” means the fund by that name established pursuant to Section
4.02 of the Indenture.

“Counsel” means an attorney duly admitted to practice law before the highest court of
any state and, without limitation, may include legal counsel for either the Council or the
Borrowers.

“Cost of Operation and Maintenance" of the System shall mean the then current
expenses, paid or accrued, in the operation, maintenance and repair of the System, as calculated
in accordance with generally accepted accounting principles, including, but not limited to,
general administrative and indirect labor costs, personal services, contractual services, repairs
and maintenance, and materials and supplies, but shall not include expenses not annually
recurring, any reserve for renewals and replacements, extraordinary repairs or any allowance
for depreciation, any Bond Service Requirement, any payments in lieu of taxes, franchise fees or
other transfers.

“Default” means an event or condition the occurrence of which would, with the lapse of
time or the giving of notice or both, become an Event of Default.
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“Authorized Representative” means, when used pertaining to the Council, the
Chairman of the Council and such other designated members, agents or representatives as may
hereafter be selected by Council resolution; and, when used with reference to a Borrower which
is a municipality, means the person performing the functions of the Mayor or Deputy, Acting or
Vice Mayor thereof or other officer authorized to exercise the powers and performs the duties of
the Mayor; and, when used with reference to a Borrower which is a County means the person
performing the function of the Chairman or Vice Chairman of the Board of County
Commissioners of such Borrower; and, when used with reference to an act or document, also
means any other person authorized by resolution to perform such act or sign such document.

“Basic Payments” means the payments denominated as such in Section 5.01 hereof.
“Board” means the governing body of the Borrower.

“Bond Counsel” means Bryant Miller Olive P.A., Tampa, Florida or any other nationally
recognized bond counsel.

“Bondholder” or “Holder” or “holder of Bonds” or “Owner” or “owner of Bonds”
whenever used herein with respect to a Bond, means the person in whose name such Bond is
registered.

[“Bond Insurance” means the insurance policy of the Bond Insurer which insures
payment of the principal of and interest on the Bonds when due.]

[“Bond Insurance Premium” means the premiums payable to the Bond Insurer for the
Bond Insurance.]

[“Bond Insurer” means and any successors thereto.]

“Bonds” means the $ Florida Municipal Loan Council Revenue Bonds, Series
2011D issued pursuant to Article II of the Indenture.

“Bond Year” means a 12-month period beginning on October 2 and ending on and
including the following October 1, except for the first period which begins on May __, 2011.

“Borrower” means the governmental unit which is described in the first paragraph and
on the cover page of this Loan Agreement and which is borrowing and using the Loan proceeds
to finance, refinance and/or be reimbursed for, all or a portion of the costs of one or more
Projects.

“Borrowers” means, collectively, the Borrower executing this Loan Agreement and the
other governmental units which have received loans from the Council made from proceeds of
the Bonds.

“Direct Subsidy Payments” means a direct subsidy payment expected to be received
from the United States Treasury relating to “Build America Bonds’ issued by the Council and
loaned to the Borrower, pursuant to Section 54AA of the Code, or any other interest subsidy
payments made by the federal government.

“Event of Default” shall have the meaning ascribed to such term in Section 8.01 of this
Agreement.

“Financial Newspaper” or “Journal” means The Wall Street Journal or The Bond Buyer
or any other newspaper or journal containing financial news, printed in the English language,
customarily published on each Business Day and circulated in New York, New York, and
selected by the Trustee, whose decision shall be final and conclusive.

“Fiscal Year” means the fiscal year of the Borrower.

“Fitch” means Fitch Ratings, a corporation organized and existing under the laws of the
State of Delaware, its successors and assigns and if such corporation shall be dissolved or
liquidated or shall no longer perform the functions of a securities rating agency, “Fitch” shall be
deemed to refer to any other nationally recognized securities rating agency designated by the
Council, with approval of the [Bond Insurer], by notice to the Trustee.

“Funds” means the funds created pursuant to Section 4.02 of the Indenture.

“Governmental Obligations” means (i) direct and general obligations of the United
States of America, or those which are unconditionally guaranteed as to principal and interest by
the same, including interest on obligations of the Resolution Funding Corporation and (ii) pre-
refunded municipal obligations meeting the following criteria:

(a) the municipal obligations may not be callable prior to maturity or, alternatively,
the trustee has received irrevocable instructions concerning their calling and redemption;

(b) the municipal obligations are secured by cash or securities described in
subparagraph (i) above (the “Defeasance Obligations”), which cash or Defeasance Obligations
may be applied only to interest, principal, and premium payments of such municipal
obligations;

(c) the principal and interest of the Defeasance Obligations (plus any cash in the
fund) are sufficient to meet the liabilities of the municipal obligations;

(d) the Defeasance Obligations serving as security for the municipal obligations
must be held by an escrow agent or a trustee; and



(e) the Defeasance Obligations are not available to satisfy any other claims,
including those against the Trustee or escrow agent.

Additionally, evidences of ownership of proportionate interests in future interest and
principal payments of Defeasance Obligations are permissible. Investments in these
proportionate interests are limited to circumstances wherein (a) a bank or trust company acts as
custodian and holds the underlying obligations; (b) the owner of the investment is the real party
in interest and has the right to proceed directly and individually against the obligor of the
underlying obligations; and (c) the underlying obligations are held in a special account separate
and apart from the custodian’s general assets, and are not available to satisfy any claim of the
custodian, any person claiming through the custodian, or any person to whom the custodian
may be obligated.

"Gross Revenues" or "Revenues' shall mean all income and earnings, including
Connection Fees, received by the Issuer or accrued to the Issuer from the ownership, use or
operation of the System and all parts thereof, moneys deposited from the Rate Stabilization
Fund into the Revenue Fund in accordance with the terms hereof, provided any moneys
transferred from the Rate Stabilization Fund into the Revenue Fund within 90 days following
the end of a Fiscal Year may be designated by the Issuer as Gross Revenues of such prior Fiscal
Year, and shall also include investment income, if any, earned on any fund or account created
pursuant to this Ordinance, except the Rebate Fund, the Sewer System Capital Facilities Fee
Fund, the Water System Capital Facilities Fee Fund, and also including any income or earnings
(including investment income) derived from the System in any prior Fiscal Year and which is
redeposited into the Revenue Fund, all as calculated in accordance with generally accepted
accounting principles, and any payment received by the Issuer as contemplated in Section 28 of
the Original Ordinance, but "Gross Revenues" or "Revenues" shall not include any direct
subsidy payments received from the United States Treasury relating to “Build America Bonds”
issued pursuant to Section 54AA of the Code or any other interest subsidy or similar payments
made by the federal government, proceeds from the sale or other disposition of the System or
any part thereof, condemnation awards or proceeds of insurance received with respect to the
System and moneys deposited to the Rate Stabilization Fund from the Surplus Fund, including
any moneys transferred from the Surplus Fund to the Rate Stabilization Fund within 90 days
following the end of a Fiscal Year which the Issuer determines not to be Gross Revenues of such
prior Fiscal Year, Contributions in Aid of Construction, Sewer System Capital Facilities Fees,
Water System Capital Facilities Fees, or unrealized gains or losses from investments.

“Indenture” means the Trust Indenture dated as of May 1, 2011 between the Council and
the Trustee, including any indentures supplemental thereto, pursuant to which (i) the Bonds are
authorized to be issued and (ii) the Council’s interest in the Trust Estate is pledged as security
for the payment of principal of, premium, if any, and interest on the Bonds.

“Interest Payment Date” means April 1 and October 1 of each year, commencing
October 1, 2011.

“Opinion of Bond Counsel” means an opinion by Bond Counsel which is selected by the
Council and acceptable to the Trustee.

“Opinion of Counsel” means an opinion in writing of a legal counsel, who may, but
need not be, counsel to the Council, a Borrower or the Trustee.

“Original Ordinance” means Ordinance No. enacted by the governing body of the
Borrower on 2010, as amended and supplemented from time to time.

“Outstanding Bonds” or “Bonds Outstanding” means all Bonds which have been
authenticated and delivered by the Trustee under the Indenture, except:

(a) Bonds canceled after purchase in the open market or because of payment at or
redemption prior to maturity;

(b) Bonds deemed paid under Article IX of the Indenture; and

(0) Bonds in lieu of which other Bonds have been authenticated under Section 2.06,
2.07 or 2.09 of the Indenture.

“Person” means an individual, a corporation, a partnership, an association, a trust or
any other entity or organization including a government or political subdivision or an agency or
instrumentality thereof.

“Pledged Revenues” means (1) Net Revenues and (2) until applied in accordance with
the provisions of the Original Ordinance, all moneys, including investments thereof, in the
funds and accounts established under the Original Ordinance, except (A) the Rebate Fund, (B)
the Revenue Fund, to the extent moneys therein shall be required to pay the Cost of Operation
and Maintenance in accordance with the terms of the Original Ordinance and (C) to the extent
moneys on deposit in each subaccount of the Reserve Account shall be pledged solely for the
payment of the Series of Bonds for which it was established in accordance with the provisions
of the Original Ordinance.

“Principal Fund” means the fund by that name created by Section 4.02 of the Indenture.

“Principal Payment Date” means the maturity date or mandatory redemption date of
any Bond.

“Program” means the Council’s program of making Loans under the Act and pursuant
to the Indenture.

“Program Administrator” means the Florida League of Cities, Inc., a non-profit Florida
corporation.
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“Interest Period” means the semi-annual period between Interest Payment Dates.
“Interlocal Act” means Chapter 163, Part I, Florida Statutes.

“Interlocal Agreement” means that certain Interlocal Agreement originally dated as of
December 1, 1998, initially among the City of Stuart, Florida, the City of Rockledge, Florida and
the City of DeLand, Florida, together with the additional governmental entities who become
members of the Council, all as amended and supplemented from time to time.

“Liquidation Proceeds” means amounts received by the Trustee or the Council in
connection with the enforcement of any of the remedies under this Loan Agreement after the
occurrence of an “Event of Default” under this Loan Agreement which has not been waived or
cured.

“Loan” means the Loan made to the Borrower from Bond proceeds to finance certain
Project(s) in the amount specified in Section 3.01 herein.

“Loans” means all loans made by the Council under the Indenture to the Borrowers.

“Loan Agreement” or “Loan Agreements” means this Loan Agreement and any
amendments and supplements hereto.

“Loan Repayment Date” means September 20, 2011, and thereafter each March 20th and
September 20th, or if such day is not a Business Day, the next preceding Business Day.

“Loan Repayments” means the payments of principal and interest and other payments
payable by the Borrower pursuant to the provisions of this Loan Agreement, including, without
limitation, Additional Payments.

“Loan Term” means the term provided for in Article IV of this Loan Agreement.

“Moody’s” means Moody’s Investors Service, a corporation organized and existing
under the laws of the State of Delaware, its successors and assigns, and, if such corporation
shall be dissolved or liquidated or shall no longer perform the functions of a securities rating
agency, “Moody’s” shall be deemed to refer to any other nationally recognized securities rating
agency designated by the Council, with the approval of the [Bond Insurer], by notice to the
Trustee.

"Net Revenues" of the System shall mean the Gross Revenues or Revenues, after
deduction of the Cost of Operation and Maintenance.

“Project” or “Projects” means a governmental undertaking approved by the governing
body of a Borrower for a public purpose, including the refinancing of any indebtedness.

“Project Loan Fund” means the Series 2011D Project Loan Fund established pursuant to
Section 4.02 of the Indenture.

“Proportionate Share” means, with respect to any Borrower, a fraction the numerator of
which is the outstanding principal amount of the Loan of such Borrower made from proceeds of
the Bonds and the denominator of which is the outstanding principal amount of all Loans made
from proceeds of the Bonds and then outstanding.

“Purchase Price” means the purchase price of one or more items of a Project payable by
a Borrower to the seller of such items.

“Redemption Price” means, with respect to any Bond (or portion thereof), the principal
amount of such Bond (or portion) plus the applicable premium, if any, payable upon
redemption pursuant to the provisions of such Bond and the Indenture.

“Revenue Fund” means the Series 201D Revenue Fund created by Section 4.02 of the
Indenture.

“Revenues” means all Loan Repayments paid to the Trustee for the respective accounts
of the Borrowers for deposit in the Principal Fund and Revenue Fund to pay principal of,
premium, if any, and interest on the Bonds upon redemption, at maturity, or to pay interest on
the Bonds when due, and all receipts of the Trustee credited to the Borrower under the
provisions of this Loan Agreement.

“S&P” means Standard & Poor’s, a division of the McGraw-Hill Companies, Inc., a
corporation organized and existing under the laws of the State of New York, its successors and
assigns, and, if such corporation shall be dissolved or liquidated or shall no longer perform the
functions of a securities rating agency, “S&P” shall be deemed to refer to any other nationally
recognized securities rating agency designated by the Council, with the approval of the [Bond
Insurer], by notice to the Trustee.

“Special Record Date” means the date established pursuant to Section 9.05 of the
Indenture as a record date for the payment of defaulted interest, if any, on the Bonds.

“State” means the State of Florida.

“Supplemental Indenture” means any indenture hereafter duly authorized and entered
into between the Council and the Trustee, supplementing, modifying or amending the



Indenture, but only if and to the extent that such Supplemental Indenture is specifically
authorized in the Indenture.

"System” or "Utility System” shall mean, collectively, the Water System and the Sewer
System of the Issuer. Upon compliance with the provisions of Section 26 of the Original
Ordinance, the term "System" may be deemed to include other utility functions added to the
System, including, but not limited to a stormwater system, a residential reuse system, the
acquisition, distribution and sale of natural gas, the providing of electricity, the providing of
cable television services, the providing of telecommunication services or other utility functions
that are authorized from time to time pursuant to the Act. Notwithstanding the foregoing
definition of the term System, such term shall not include any properties or interest in
properties of the Borrower which the Borrower determines shall not constitute a part of the
System for the purpose of the Original Ordinance.

“Trust Estate” means the property, rights, Revenues and other assets pledged and
assigned to the Trustee pursuant to the Granting Clauses of the Indenture.

“Trustee” means Deutsche Trust Company Americas, as Trustee, or any successor
thereto under the Indenture.

the Borrower, or the existence or powers or ability of the Borrower to enter into and perform its
obligations under this Agreement.

(d) Borrowing Legal and Authorized. The execution and delivery of this Agreement
and the consummation of the transactions provided for in this Agreement and compliance by
the Borrower with the provisions of this Agreement:

1) are within the powers of the Borrower and have been duly and effectively
authorized by all necessary action on the part of the Borrower; and

2) do not and will not (i) conflict with or result in any material breach of any
of the terms, conditions or provisions of, or constitute a default under, or result in the creation
or imposition of any lien, charge or encumbrance upon any property or assets of the Borrower
pursuant to any indenture, loan agreement or other agreement or instrument (other than this
Agreement) or restriction to which the Borrower is a party or by which the Borrower, its
properties or operations are bound as of the date of this Agreement or (ii) with the giving of
notice or the passage of time or both, constitute a breach or default or so result in the creation or
imposition of any lien, charge or encumbrance, which breach, default, lien, charge or
encumbrance (described in (i) or (ii)) could materially and adversely affect the validity or the
enforceability of this Agreement or the Borrower’s ability to perform fully its obligations under
this Agreement; nor does such action result in any violation of the provisions of the Act, or any
laws, ordinances, governmental rules or regulations or court orders to which the Borrower, its
properties or operations may be bound.

(e) No Defaults. No event has occurred and no condition exists that constitutes an
Event of Default, or which, upon the execution and delivery of this Agreement and/or the
passage of time or giving of notice or both, would constitute an Event of Default. The Borrower
is not in violation in any material respect, and has not received notice of any claimed violation
(except such violations as (i) heretofore have been specifically disclosed in writing to, and have
been in writing specifically consented to by the Council [and the Bond Insurer] and (ii) do not,
and shall not, have any material adverse effect on the transactions herein contemplated and the
compliance by the Borrower with the terms hereof), of any terms of any agreement or other
instrument to which it is a party or by which it, its properties or operations may be bound,
which may materially adversely affect the ability of the Borrower to perform hereunder.

[63)] Governmental Consent. The Borrower has obtained, or will obtain, all permits,
approvals and findings of non-reviewability required as of the date hereof by any governmental
body or officer for the acquisition and/or installation of the Project, including construction and
renovation work, the financing or refinancing thereof or the reimbursement of the Borrower
therefor, or the use of such Project, and, prior to the Loan, the Borrower will obtain all other
such permits, approvals and findings as may be necessary for the foregoing and for such Loan
and the proper application thereof; the Borrower has complied with or will comply with all
applicable provisions of law requiring any notification, declaration, filing or registration with
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ARTICLE IT

REPRESENTATIONS, WARRANTIES AND COVENANTS
OF BORROWER AND COUNCIL

SECTION 2.01. Representations, Warranties and Covenants. The Borrower and the
Council represent, warrant and covenant on the date hereof for the benefit of the Trustee, the
Borrower, the [Bond Insurer] and Bondholders, as applicable, as follows:

(a) Organization and Authority. The Borrower:

(1) is a duly organized and validly existing municipality of the State and is a
duly organized and validly existing Borrower; and

?) has all requisite power and authority to own and operate its properties
and to carry on its activities as now conducted and as presently proposed to be
conducted.

(b) Full Disclosure. There is no fact that the Borrower knows of which has not been
specifically disclosed in writing to the Council and the [Bond Insurer] that materially and
adversely affects or, except for pending or proposed legislation or regulations that are a matter
of general public information affecting State of Florida municipalities generally, that will
materially affect adversely the properties, activities, prospects or condition (financial or
otherwise) of the Borrower or the ability of the Borrower to perform its obligations under this
Agreement.

The financial statements, including balance sheets, and any other written statement
furnished by the Borrower to the Council, Wells Fargo Bank, National Association, as
underwriter of the Bonds [and the Bond Insurer] do not contain any untrue statement of a
material fact or omit to state a material fact necessary to make the statements contained therein
or herein not misleading. There is no fact known to the Borrower which the Borrower has not
disclosed to the Council, Wells Fargo Bank, National Association, as underwriter of the Bonds
[and the Bond Insurer] in writing which materially affects adversely or is likely to materially
affect adversely the financial condition of the Borrower, or its ability to make the payments
under this Agreement when and as the same become due and payable.

(©) Pending Litigation. To the knowledge of the Borrower there are no proceedings
pending, or to the knowledge of the Borrower threatened, against or affecting the Borrower,
except as specifically described in writing to the Council, Wells Fargo Bank, National
Assocation, as underwriter of the Bonds [and the Bond Insurer,] in any court or before any
governmental authority or arbitration board or tribunal that, if adversely determined, would
materially and adversely affect the properties, prospects or condition (financial or otherwise) of

any agency or other governmental body or officer in connection with the acquisition or
installation of the Project, including construction and renovation work necessary for such
installation, financing or refinancing thereof or reimbursement of the Borrower therefor; and
any such action, construction, installation, financing, refinancing or reimbursement
contemplated in this Loan Agreement is consistent with, and does not violate or conflict with,
the terms of any such agency or other governmental consent, order or other action which is
applicable thereto. No further consent, approval or authorization of, or filing, registration or
qualification with, any governmental authority is required on the part of the Borrower as a
condition to the execution and delivery of this Loan Agreement, or to amounts becoming
outstanding hereunder.

(g) Compliance with Law. The Borrower is in compliance with all laws, ordinances,
governmental rules and regulations to which it is subject and which are material to its
properties, operations, finances or status as a municipal corporation or subdivision of the State.

(h) Use of Proceeds.

(69) The Borrower will apply the proceeds of the Loan from the Council solely
for the financing for the cost of the Projects as set forth in Exhibit A hereto. If any component of
the Project listed in Exhibit A is not paid for out of the proceeds of the Loan at the Closing of the
Loan, Borrower shall, as quickly as reasonably possible, with due diligence, and in any event
prior to 2014, use the remainder of the amounts listed in Exhibit A and any
investment earnings thereon to pay the cost of the Project, provided that, such time limit may be
extended by the written consent of the Council with notice to the Trustee, and provided further
that Borrower may amend Exhibit A without the consent of the Council or the Trustee (but with
notice thereto) but with a favorable opinion of Bond Counsel (to the effect that such an
amendment and the completion of the revised Project will not adversely affect the validity or
tax-exempt status of the Bonds) regarding the amended Exhibit A, to provide for the financing
of a different or additional Project if Borrower, after the date hereof, deems it to not be in the
interest of Borrower to acquire or construct any item of such Project or the cost of the Project
proves to be less than the amounts listed on Exhibit A and the investment earnings thereon.
Notwithstanding the foregoing all such proceeds shall be expended prior to ___, 2014.
Borrower will provide the Trustee with a requisition in the form of the requisition attached
hereto as Exhibit E for the expenditure of the remaining amounts of the Loan in the Project Loan
Fund.

) Ttems of cost of the Project which may be financed include all reasonable
or necessary direct or indirect costs of or incidental to the acquisition, construction or
installation of the Project, including operational expenses during this construction period which
would qualify for capitalization under generally accepted accounting principles, the incidental
costs of placing the same in use and financing expenses (including the application or origination
fees, if any, of the [Bond Insurer] and the Council and Borrower’s Counsel fees), but not
operating expenses.



3) Borrower understands that the actual Loan proceeds received by it are
less than the sum of the face amount of the Loan Agreement plus the reoffering premium in an
amount equal to a discount as described in Section 3.01 hereof. Borrower will accordingly be
responsible for repaying, through the Basic Payments portion of its Loan Repayments, the
portion of the Bonds issued to fund only its Loan including the portion issued to fund the
underwriting discount, original issue discount and other fees and costs of issuing the Bonds.

4) The Borrower covenants that it will make no use of the proceeds of the
Bonds which are in its control at any time during the term of the Bonds which would cause such
Bonds to be “Arbitrage Bonds” within the meaning of Section 148 of the Code.

(5) The Borrower, by the Trustee’s acceptance of the Indenture, covenants
that the Borrower shall neither take any action nor fail to take any action or to the extent that it
may do so, permit any other party to take any action which, if either taken or not taken, would
adversely affect the exclusion from gross income for Federal income tax purposes of interest on
the Bonds.

) Project. All items constituting the Project are permitted to be financed with the
proceeds of the Bonds and the Loan pursuant to the Act.

G4) Compliance with Interlocal Act and Interlocal Agreement. All agreements and
transactions provided for herein or contemplated hereby are in full compliance with the terms

of the Interlocal Agreement and the Interlocal Act.

SECTION 2.02. Covenants of Borrower. The Borrower makes the following covenants
and representations as of the date first above written and such covenants shall continue in full
force and effect during the Loan Term:

(a) Security for Loan Repayment. The Loan shall be considered Additional Parity
Obligations pursuant to the Original Ordinance. The Borrower agrees to pay when due under
this Loan Agreement as promptly as money becomes available to the Trustee for deposit
directly into the appropriate Fund or Account created in the Indenture, amounts of Pledged
Revenues of the Borrower sufficient to satisfy the Loan Repayment as required under this Loan
Agreement. The Borrower does hereby irrevocably pledge the Pledged Revenues to the
payment of the Loan Repayments.

[(b)  Delivery of Information to the Bond Insurer. Borrower shall deliver to the Bond
Insurer and the Council as soon as available and in any event within 270 days after the end of
each Fiscal Year an audited statement of its financial position as of the end of such Fiscal Year
and the related statements of revenues and expenses, fund balances and changes in fund
balances for such Fiscal Year, all reported by an independent certified public accountant, whose
report shall state that such financial statements present fairly Borrower’s financial position as of

@) Tax-exempt Status of Bonds. The Council and the Borrower understand that it is
the intention hereof that the interest on the Bonds not be included within the gross income of
the holders thereof for federal income tax purposes. In furtherance thereof, the Borrower and
the Council each agree that they will take all action within their control which is necessary in
order for the interest on the Bonds or this Loan to remain excluded from gross income for
federal income taxation purposes and shall refrain from taking any action which results in such
interest becoming included in gross income.

The Borrower and the Council further covenant that, to the extent they have control over
the proceeds of the Bonds, they will not take any action or fail to take any action with respect to
the investment of the proceeds of any Bonds, with respect to the payments derived from the
Bonds or hereunder or with respect to the issuance of other Council obligations, which action or
failure to act may cause the Bonds to be “Arbitrage Bonds” within the meaning of such term as
used in Section 148 of the Code and the regulations promulgated thereunder. In furtherance of
the covenant contained in the preceding sentence, the Borrower and the Council agree to
comply with the Tax Certificate as to Arbitrage and the provisions of Section 141 through 150 of
the Internal Revenue Code of 1986, as amended, including the letter of instruction attached as
an Exhibit to the Tax Certificate, delivered by Bryant Miller Olive P.A. to the Borrower and the
Council simultaneously with the issuance of the Bonds, as such letter may be amended from
time to time, as a source of guidelines for achieving compliance with the Code.

G4) Information Reports. The Borrower covenants to provide the Council with all
material and information it possesses or has the ability to possess necessary to enable the
Council to file all reports required under Section 149(e) of the Code to assure that interest paid
by the Council on the Bonds shall, for purposes of the federal income tax, be excluded from
gross income.

(k) Limited Obligations. ~Anything in this Loan Agreement to the contrary
notwithstanding, it is understood and agreed that all obligations of the Borrower hereunder
shall be payable only from Pledged Revenues as provided for hereunder and nothing herein
shall be deemed to pledge ad valorem taxation revenues or to permit or constitute a mortgage
or lien upon any assets or property owned by the Borrower and no Bondholder or any other
person, including the Council, the Trustee [or the Bond Insurer], may compel the levy of ad
valorem taxes on real or personal property within the boundaries of the Borrower. The
obligations hereunder do not constitute an indebtedness of the Borrower within the meaning of
any constitutional, statutory or charter provision or limitation, and neither the Trustee, the
Council, [the Bond Insurer], or the Bondholders or any other person shall have the right to
compel the exercise of the ad valorem taxing power of the Borrower or taxation of any real or
personal property therein for the payment by the Borrower of its obligations hereunder. Except
to the extent expressly set forth in this Loan Agreement, this Loan Agreement and the
obligations of the Borrower hereunder shall not be construed as a limitation on the ability of the
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the end of such Fiscal Year and the results of operations and changes in financial position for
such Fiscal Year.]

[(c) Information. Borrower’s chief financial officer shall, at the reasonable request of
the Bond Insurer, discuss Borrower’s financial matters with the Bond Insurer or their designee
and provide the Bond Insurer with copies of any documents reasonably requested by the Bond
Insurer or its designee unless such documents or material are protected or privileged from
disclosure under applicable Florida law.]

(d) Pledge. The Pledged Revenues shall be subject to the lien of this pledge
immediately upon the issuance and delivery of the Bonds, without any physical delivery by the
Borrower of the Pledged Revenues to the Trustee or further act, and the lien of this pledge shall
be valid and binding as against all parties having claims of any kind against the Borrower, in
tort, contract or otherwise.

(e) Further Assurance. The Borrower shall execute and deliver to the Trustee all
such documents and instruments and do all such other acts and things as may be reasonably
necessary to enable the Trustee to exercise and enforce its rights under this Loan Agreement
and to realize thereon, and record and file and re-record and re-file all such documents and
instruments, at such time or times, in such manner and at such place or places, all as may be
reasonably necessary or required by the Trustee to validate, preserve and protect the position of
the Trustee under this Loan Agreement.

(f) Keeping of Records and Books of Account. The Borrower shall keep or cause to
be kept proper records and books of account, in which correct and complete entries will be
made in accordance with generally accepted accounting principles, consistently applied (except
for changes concurred in by the Borrower’s independent auditors) reflecting all of its financial
transactions.

(8) Payment of Taxes, Etc. The Borrower shall pay all legally contracted obligations
when due and shall pay all taxes, assessments and governmental charges or levies imposed
upon it or upon its income or profits, or upon any properties belonging to it, prior to the date on
which penalties attach thereto, and all lawful claims, which, if unpaid, might become a lien or
charge upon any of its properties, provided that it shall not be required to pay any such tax,
assessment, charge, levy or claim which is being contested in good faith and by appropriate
proceedings, which shall operate to stay the enforcement thereof.

(h) Compliance with Laws, Etc. Subject to an annual appropriation of legally
available funds, the Borrower shall comply with the requirements of all applicable laws, the
terms of all grants, rules, regulations and lawful orders of any governmental authority, non-
compliance with which would, singularly or in the aggregate, materially adversely affect its
business, properties, earnings, prospects or credit, unless the same shall be contested by it in
good faith and by appropriate proceedings which shall operate to stay the enforcement thereof.

Borrower to pledge or covenant to pledge said Pledged Revenues or any revenues or taxes of
the Borrower for other legally permissible purposes.

(1)) Reporting Requirements. (i) The Borrower will file or cause to be filed with [the
Bond Insurer] and with the Council any official statement issued by, or on behalf of, the
Borrower in connection with the incurrence of any additional indebtedness by the Borrower.
Such official statements shall be filed within sixty (60) days after the publication thereof.

(ii) The Borrower agrees to provide not later than December 31 of each year,
a certificate of its Chief Financial Officer stating that to the best of its knowledge the Borrower is
in compliance with the terms and conditions of this Loan Agreement, or, specifying the nature
of any noncompliance and the remedial action taken or proposed to be taken to cure such
noncompliance.

(m)  Provisions of Original Ordinance Incorporated Herein. The covenants of the
Borrower contained in the Original Ordinance are incorporated herein by reference, and until
such time as the principal of, premium, if any, and interest on the Loan shall have been paid,
the Borrower agrees that it shall continue to comply with the covenants set forth in the Original
Ordinance regardless of any payment or discharge of any obligations issued thereunder.



ARTICLE IIT
THE LOAN

SECTION 3.01. The Loan. The Council hereby agrees to loan to the Borrower and the
Borrower hereby agrees to borrow from the Council the sum of $, (8. par amount
of Bonds plus §$. reoffering premium). This amount includes an amount equal to ___%
which reflects the Borrower’s share of the cost of the initial issuance of the Bonds subject to the
terms and conditions contained in this Loan Agreement and in the Indenture. The amounts
advanced net of the cost of the initial issuance are to be used by the Borrower for the purposes
of financing or refinancing the cost of, or receiving reimbursement for the equity in, the Projects
in accordance with the provisions of this Loan Agreement.

SECTION 3.02. Evidence of Loan. The Borrower’s obligation hereunder to repay
amounts advanced pursuant to Section 3.01, together with interest thereon, and other payments
required under this Loan Agreement, shall be evidenced by this Loan Agreement.

(e) This executed Loan Agreement;

(f) An opinion (addressed to the Council, the Trustee, [the Bond Insurer] and the
Borrower) of Bond Counsel to the effect that such financing, refinancing or reimbursement with
Loan proceeds is permitted under the Act, the Indenture and the resolution authorizing this
Loan Agreement and will not cause the interest on the Bonds to be included in gross income for
purposes of federal income taxation or adversely affect the validity, due authorization for or
legality of the Bonds; and

(g) Such other certificates, documents, opinions and information as the Council, [the
Bond Insurer], the Trustee or Bond Counsel may require, such requirement to be evidenced (in
the case of parties other than the Trustee) by written notice of such party to the Trustee of such

requirement.

All opinions and certificates shall be dated the date of the Closing.

20

ARTICLE IV
LOAN TERM AND LOAN CLOSING REQUIREMENTS

SECTION 4.01. Commencement of Loan Term. The Borrower’s obligations under this
Loan Agreement shall commence on the date hereof unless otherwise provided in this Loan
Agreement.

SECTION 4.02. Termination of Loan Term. The Borrower’s obligations under this
Loan Agreement shall terminate after payment in full of all amounts due under this Loan
Agreement and all amounts not theretofore paid shall be due and payable at the times and in
the amounts set forth in Exhibit D attached hereto; provided, however, that all covenants and
all obligations provided hereunder specified to so survive (including the obligation of the
Borrower to pay its share of the rebate obligations of the Council owed on the Bonds and agreed
to by the Borrowers pursuant to Section 5.03(b)(7) hereof) shall survive the termination of this
Loan Agreement and the payment in full of principal and interest hereunder. Upon termination
of the Loan Term as provided above, the Council and the Trustee shall deliver, or cause to be
delivered, to the Borrower an acknowledgment thereof.

SECTION 4.03. Loan Closing Submissions. Concurrently with the execution and
delivery of this Loan Agreement, the Borrower is providing to the Trustee the following
documents each dated the date of such execution and delivery unless otherwise provided
below:

(a) Certified resolutions of the Borrower substantially in the form of ExhibitB
attached hereto;

(b) An opinion of the Borrower’s Counsel in the form of Exhibit C attached hereto to
the effect that the Loan Agreement is a valid and binding obligation of the Borrower and
opining to such other matters as may be reasonably required by Bond Counsel, underwriter’s
counsel [and the Bond Insurer] and acceptable to Borrower’s Counsel;

© A certificate of the officials of the Borrower who sign this Loan Agreement to the
effect that the representations and warranties of the Borrower are true and correct;

(d) A certificate signed by the Authorized Representative of the Borrower, in form
and substance satisfactory to Bond Counsel, stating (i) the estimated dates and the amounts of
projected expenditures for the Project and (ii) that it is reasonably anticipated by the Borrower
that the Loan proceeds will be fully advanced therefor and expended by the Borrower prior to

2014, and that the projected expenditures are based on the reasonable expectations of
the Borrower having due regard for its capital needs and the revenues available for the
repayment thereof.

ARTICLE V
LOAN REPAYMENTS

SECTION 5.01. Payment of Basic Payments. Borrower shall pay to the order of the
Council all Loan Repayments in lawful money of the United States of America to the Trustee.
No such Loan Repayment shall be in an amount such that interest on the Loan is in excess of the
maximum rate allowed by the laws of the State of Florida or of the United States of America.
The Loan shall be repaid in Basic Payments, consisting of:

(a) principal in the amounts and on the dates set forth in Exhibit D; plus

(b) interest calculated at the rates, in the amounts and on the dates set forth in
Exhibit D;

On or before the fifteenth (15th) day of the month immediately preceding each Interest
Payment Date, the Trustee shall give Borrower notice in writing of the total amount of the next
Basic Payment due [as determined in Section 5.01(a) and (b) above less any Direct Subsidy
Payments allocated to the Borrower. The Basic Payments shall be due on each March 20th and
September 20th, or if such day is not a Business Day, the next preceding Business Day (a “Loan
Repayment Date”), commencing September 20, 2011, and extending through September 20,
20__, unless the due date of the Basic Payments is accelerated pursuant to the terms of Section
8.03 hereof.

SECTION 5.02. [Reserved]

SECTION 5.03. Payment of Additional Payments. In addition to Basic Payments,
Borrower agrees to pay on demand of the Council or the Trustee, the following Additional
Payments:

(a) (i) Borrower’s Proportionate Share of: the annual fees or expenses of the
Council, if any, including the fees of any provider of arbitrage rebate calculations; [the Bond
Insurance Premium of the Bond Insurer (to the extent not previously paid from the Cost of
Issuance Fund);] the fees of the Program Administrator and the fees of the rating agencies (to
the extent not previously paid from the Cost of Issuance Fund); and (ii) Borrower’s equal share
of the annual fees of the Trustee; annual fees of the Registrar and Paying Agent.

(b) All reasonable fees and expenses of the Council or Trustee relating to this Loan
Agreement, including, but not limited to:

1) the cost of reproducing this Loan Agreement;
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2) the reasonable fees and disbursements of Counsel utilized by the Council,
the Trustee and the [Bond Insurer] in connection with the Loan, this Loan Agreement and the
enforcement thereof;

3) reasonable extraordinary fees of the Trustee following an Event of
Default hereunder;

4) all other reasonable out-of-pocket expenses of the Trustee and the
Council in connection with the Loan, this Loan Agreement and the enforcement thereof;

(5) all taxes (including any recording and filing fees) in connection with the
execution and delivery of this Loan Agreement and the pledge and assignment of the Council’s
right, title and interest in and to the Loan and the Loan Agreement, pursuant to the Indenture
(and with the exceptions noted therein), and all expenses, including reasonable attorneys’ fees,
relating to any amendments, waivers, consents or collection or enforcement proceedings
pursuant to the provisions hereof;

(6) [all reasonable fees and expenses of the Bond Insurer relating directly to
the Loan; and][

7) the Borrower’s share of any amounts owed to the United States of
America as rebate obligations on the Bonds related to the Borrower’s Loan, which obligation
shall survive the termination of this Loan Agreement.

SECTION 5.04. Interest Earnings or Investment Losses and Excess Payments.

(a) On each Interest Payment Date the Trustee shall credit against Borrower’s
obligation to pay its Loan Repayments, Borrower’s share of any interest earnings which were
received during the prior Interest Period by the Trustee on the Funds and Accounts (except the
Project Loan Fund) held under the Indenture, or shall increase the Borrower’s obligation to pay
its Loan Repayment, by Borrower’s share of any investment losses which were incurred during
the prior Interest Period on the Funds and Accounts (except the Project Loan Fund) held under
the Indenture.

(b) The credits provided for in (a) shall not be given to the extent the Borrower is in
default in payment of its Loan Repayments. If past-due Loan Repayments are later collected
from such defaulting Borrower, the amount of the missed credit shall, to the extent of the
amount collected, be credited in proportion to the amount of credit missed, to the now non-
defaulting Borrower from the past-due Loan Repayments.
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ARTICLE VI
DEFEASANCE

This Loan Agreement shall continue to be obligatory and binding upon the Borrower in
the performance of the obligations imposed by this Loan Agreement and the repayment of all
sums due by the Borrower under this Loan Agreement shall continue to be secured by this Loan
Agreement as provided herein until all of the indebtedness and all of the payments required to
be made by the Borrower shall be fully paid to the Council or the Trustee. Provided, however,
if, at any time, the Borrower shall have paid, or shall have made provision for payment of, the
principal amount of the Loan, interest thereon and redemption premiums, if any, with respect
to the Bonds and shall have paid all amounts due pursuant to Section 5.03 hereof, then, and in
that event, the lien on the Pledged Revenues for the benefit of the holders of the Bonds shall be
no longer in effect and all future obligations of the Borrower under this Loan Agreement shall
cease. For purposes of the preceding sentence, deposit of sufficient cash and/or Governmental
Obligations in irrevocable trust with a banking institution or trust company, for the sole benefit
of the Council, the principal, interest and prepayment premiums, if any, received will be
sufficient (as reflected in an accountants verification report provided to the Trustee by the
Borrower) to make timely payment of the principal, interest and prepayment premiums, if any,
on the Outstanding Loan, shall be considered “provision for payment.” The prepayment
premium, if any, shall be calculated based on the prepayment date selected by the Borrower in
accordance with Section 5.07 hereof.

If the Borrower determines to prepay all or a portion of the Loan pursuant to Section
5.07 hereof, the Council shall redeem a like amount of Bonds which corresponds in terms of
amount and scheduled maturity date to such Loan prepayment pursuant to Section 3.01 of the
Indenture.

If the Borrower shall make advance payments to the Council in an amount sufficient to
retire the Loan of the Borrower, including redemption premium and accrued interest to the next
succeeding redemption date of the Bonds, all future obligations of the Borrower under this Loan
Agreement shall cease, including the obligations under Section 5.03 hereof, except as provided
in Section 4.02 hereof. However, prior to making such payments, the Borrower shall give at
least 60 days’ irrevocable notice by certified or registered mail to the Council.
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(c) The credits may be accumulated. If the credit allowable for an Interest Period is
more than required on the next ensuing Interest Payment Date to satisfy the current Loan
Repayment, it may be used on the following Interest Payment Date.

SECTION 5.05. Obligations of Borrower Unconditional. Subject in all respects to the
provisions of this Loan Agreement, including but not limited to Section 2.02(a) and (k) hereof,
the obligations of Borrower to make the Loan Repayments required hereunder and to perform
and observe the other agreements on its part contained herein, shall be absolute and
unconditional, and shall not be abated, rebated, set-off, reduced, abrogated, terminated, waived,
diminished, postponed or otherwise modified in any manner or to any extent whatsoever,
while any Bonds remain outstanding or any Loan Repayments remain unpaid, regardless of
any contingency, act of God, event or cause whatsoever. This Loan Agreement shall be deemed
and construed to be a “net contract,” and Borrower shall pay absolutely net the Loan
Repayments and all other payments required hereunder, regardless of any rights of set-off,
recoupment, abatement or counterclaim that Borrower might otherwise have against the
Council, the Trustee, the [Bond Insurer] or any other party or parties.

SECTION 5.06. Refunding Bonds. In the event the Bonds are refunded, all references
in this Loan Agreement to Bonds shall be deemed to refer to the refunding bonds or, in the case
of a crossover refunding, to the Bonds and the refunding bonds (but Borrower shall never be
responsible for any debt service on or fees relating to crossover refunding bonds which are
covered by earnings on the escrow fund established from the proceeds of such bonds). The
Council agrees not to issue bonds or other debt obligations to refund the portion of the Bonds
allocable to this Agreement without the prior written consent of the Authorized Representative
of the Borrower.

SECTION 5.07. Prepayment. The Loan may be prepaid in whole or in part by the
Borrower on the dates and in the amounts on which the Bonds are subject to optional
redemption and notice provisions pursuant to Section 3.01 of the Indenture.
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ARTICLE VII
ASSIGNMENT AND PAYMENT BY THIRD PARTIES

SECTION 7.01. Assignment by Council. The Borrower expressly acknowledges that
this Loan Agreement and the obligations of the Borrower to make payments hereunder (with
the exception of certain of the Council rights to indemnification, fees, notices and expenses),
have been pledged and assigned to the Trustee as security for the Bonds under the Indenture,
and that the Trustee shall be entitled to act hereunder and thereunder in the place and stead of
the Council whether or not the Bonds are in default.

SECTION 7.02. Assignment by Borrower. This Loan Agreement may not be assigned
by the Borrower for any reason without the express prior written consent of the Council, the
[Bond Insurer] and the Trustee.

[SECTION 7.03. Payments by the Bond Insurer. The Borrower acknowledges that
payment under this Loan Agreement from funds received by the Trustee or Bondholders from
the Bond Insurer do not constitute payment under this Loan Agreement for the purposes hereof
or fulfillment of its obligations hereunder.]
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ARTICLE VIIT
EVENTS OF DEFAULT AND REMEDIES

SECTION 8.01. Events of Default Defined. The following shall be “Events of Default”
under this Loan Agreement and the terms “Event of Default” and “Default” shall mean (except
where the context clearly indicates otherwise), whenever they are used in this Loan Agreement,
any one or more of the following events:

(a) Failure by the Borrower to timely pay any Loan Repayment, when due, so long
as the Bonds are outstanding;

(b) Failure by the Borrower to timely pay any other payment required to be paid
hereunder on the date on which it is due and payable, provided the Borrower has prior written
notice of any such payments being due;

(c) Failure by the Borrower to observe and perform any covenant, condition or
agreement other than a failure under (a), on its part to be observed or performed under this
Loan Agreement, for a period of thirty (30) days after notice of the failure, unless the Council,
the [Bond Insurer] and the Trustee shall agree in writing to an extension of such time prior to its
expiration; provided, however, if the failure stated in the notice can be wholly cured within a
period of time not materially detrimental to the rights of the Council, the [Bond Insurer] or the
Trustee, but cannot be cured within the applicable 30-day period, the Council, the [Bond
Insurer] and the Trustee will not unreasonably withhold their consent to an extension of such
time if corrective action is instituted by the Borrower within the applicable period and
diligently pursued until the failure is corrected;

(d) Any warranty, representation or other statement by the Borrower or by an officer
or agent of the Borrower contained in this Loan Agreement or in any instrument furnished in
compliance with or in reference to this Loan Agreement, is false or misleading in any material
respect when made;

(e) A petition is filed against the Borrower under any bankruptcy, reorganization,
arrangement, insolvency, readjustment of debt, dissolution or liquidation law of any
jurisdiction, whether now or hereafter in effect, and is not dismissed within 60 days of such
filing;

(f) The Borrower files a petition in voluntary bankruptcy or seeking relief under any
provision of any bankruptcy, reorganization, arrangement, insolvency, readjustment of debt,
dissolution or liquidation law of any jurisdiction, whether now or hereafter in effect, or consents
to the filing of any petition against it under such law;
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law or in equity which may appear necessary or desirable to collect amounts then due and
thereafter to become due hereunder or to enforce any other of its or their rights hereunder.

SECTION 8.04. [Reserved].

SECTION 8.05. No Remedy Exclusive; Waiver, Notice. No remedy herein conferred
upon or reserved to the Council or the Trustee is intended to be exclusive and every such
remedy shall be cumulative and shall be in addition to every other remedy given under this
Loan Agreement or now or hereafter existing at law or in equity. No delay or omission to
exercise any right, remedy or power shall be construed to be a waiver thereof, but any such
right, remedy or power may be exercised from time to time and as often as may be deemed
expedient. In order to entitle the Council or the Trustee to exercise any remedy reserved to it in
this Article VIII, it shall not be necessary to give any notice other than such notice as may be
required in this Article VIIL

SECTION 8.06. Application of Moneys. Any moneys collected by the Council or the
Trustee pursuant to Section 8.03 hereof shall be applied (a) first, to pay any attorney’s fees or
other expenses owed by the Borrower pursuant to Section 5.03(b)(3) and (4) hereof, (b) second,
to pay interest due on the Loan, (c) third, to pay principal due on the Loan, (d) fourth, to pay
any other amounts due hereunder, and (e) fifth, to pay interest and principal on the Loan and
other amounts payable hereunder but which are not due, as they become due (in the same
order, as to amounts which come due simultaneously, as in (a) through (d) in this Section 8.06).
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(8) The Borrower admits insolvency or bankruptcy or its inability to pay its debts as
they become due or is generally not paying its debts as such debts become due, or becomes
insolvent or bankrupt or makes an assignment for the benefit of creditors, or a custodian
(including without limitation a receiver, liquidator or trustee) of the Borrower or any of its
property is appointed by court order or takes possession thereof and such order remains in
effect or such possession continues for more than 60 days;

(h) Default under any agreement to which the Borrower is a party evidencing,
securing or otherwise respecting any indebtedness of the Borrower outstanding in the amount
of $100,000 or more if, as a result thereof, such indebtedness may be declared immediately due
and payable or other remedies may be exercised with respect thereto;

(i) Any material provision of this Loan Agreement shall at any time for any reason
cease to be valid and binding on the Borrower, or shall be declared to be null and void, or the
validity or enforceability of this Loan Agreement shall be contested by the Borrower or any
governmental agency or authority, or if the Borrower shall deny any further liability or
obligation under this Loan Agreement; or

G) Final judgment for the payment of money in the amount of $250,000 or more is
rendered against the Borrower and at any time after 90 days from the entry thereof, unless
otherwise provided in the final judgment, (i) such judgment shall not have been discharged, or
(ii) the Borrower shall not have taken and be diligently prosecuting an appeal therefrom or from
the order, decree or process upon which or pursuant to which such judgment shall have been
granted or entered, and have caused the execution of or levy under such judgment, order,
decree or process of the enforcement thereof to have been stayed pending determination of such
appeal, provided that such execution and levy would materially adversely affect the Borrower’s
ability to meet its obligations hereunder; or (iii) the Borrower is not obligated with respect to
such judgment pursuant to the provisions of Chapter 768, Florida Statutes.

SECTION 8.02. Notice of Default. The Borrower agrees to give the Trustee, the Bond
Insurer and the Council prompt written notice if any petition, assignment, appointment or
possession referred to in Section 8.01(e), 8.01(f) and 8.01(g) is filed by or against the Borrower or
of the occurrence of any other event or condition which constitutes a Default or an Event of
Default, or with the passage of time or the giving of notice would constitute an Event of Default,
immediately upon becoming aware of the existence thereof.

SECTION 8.03. Remedies on Default. Whenever any Event of Default referred to in
Section 8.01 hereof shall have happened and be continuing, the Council or the Trustee shall,
with the written consent of the Bond Insurer or upon the direction of the Bond Insurer, in
addition to any other remedies herein or by law provided, have the right, at its or their option
without any further demand or notice, to take such steps and exercise such remedies as
provided in Section 9.02 of the Indenture, and, without limitation, take whatever other action at
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ARTICLE IX
MISCELLANEOUS

SECTION 9.01. Notices. All notices, certificates or other communication hereunder
shall be sufficiently given and shall be deemed given when hand delivered or mailed by
registered or certified mail, postage prepaid, to the parties at the following addresses:

Council: Florida Municipal Loan Council
c/o Florida League of Cities
301 South Bronough Street
Tallahassee, Florida 32301

[Bond Insurer: |

Trustee: Deutsche Bank Trust Company Americas
60 Wall Street, 27t Floor
Mailstop NYC60-2715
New York, New York 10005
Attn: Trust & Securities Services (Municipal Group)

For purposes other than presentation of Bonds for transfer, exchange or payment:

Borrower: City of Hialeah, Florida
501 Palm Avenue
Hialeah, Florida
Attention: Finance Director

Any of the above parties may, by notice in writing given to the others, designate any
further or different addresses to which subsequent notices, certificates or other communications
shall be sent.

SECTION 9.02. Binding Effect. This Loan Agreement shall inure to the benefit of and
shall be binding upon the Council and the Borrower and their respective successors and
assigns.

SECTION 9.03. Severability. In the event any provision of the Loan Agreement shall

be held invalid or unenforceable by any court of competent jurisdiction, such holding shall not
invalidate or render unenforceable any other provision hereof.
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SECTION 9.04. Amendments, Changes and Modifications. This Loan Agreement may
be amended by the Council and the Borrower as provided in the Indenture; [provided,
however, that no such amendment shall be effective unless it shall have been consented to in
writing by the Bond Insurer.]

SECTION 9.05. Execution in Counterparts. This Loan Agreement may be
simultaneously executed in several counterparts, each of which, when so executed and
delivered, shall be an original and all of which shall constitute but one and the same instrument.

SECTION 9.06. Applicable Law. This Loan Agreement shall be governed by and
construed in accordance with the laws of the State of Florida.

SECTION 9.07. Benefit of Bondholders; Compliance with Indenture. This Loan
Agreement is executed in part to induce the purchase by others of the Bonds. Accordingly, all
covenants, agreements and representations on the part of the Borrower and the Council, as set
forth in this Loan Agreement, are hereby declared to be for the benefit of the holders from time
to time of the Bonds. The Borrower covenants and agrees to do all things within its power in
order to comply with and to enable the Council to comply with all requirements and to fulfill
and to enable the Council to fulfill all covenants of the Indenture. The Borrower also
acknowledges that the Council has delegated certain of its duties under the Indenture to its
Program Administrator, including the direction to make investments in accordance with Article
VII thereof, including but not limited to the investment of the Borrower’s Project Loan Fund.

SECTION 9.08. Consents and Approvals. Whenever the written consent or approval of
the Council shall be required under the provisions of this Loan Agreement, such consent or
approval may be given by an Authorized Representative of the Council or such other additional
persons provided by law or by rules, regulations or resolutions of the Council.

SECTION 9.09. Immunity of Officers, Employees and Members of Council and
Borrower. No recourse shall be had for the payment of the principal of or premium or interest
hereunder or for any claim based thereon or upon any representation, obligation, covenant or
agreement in this Loan Agreement against any past, present or future official officer, member,
counsel, employee, director or agent, as such, of the Council or the Borrower, either directly or
through the Council or the Borrower, or respectively, any successor public or private
corporation thereto under any rule of law or equity, statute or constitution or by the
enforcement of any assessment or penalty or otherwise, and all such liability of any such
officers, members, counsels, employees, directors or agents as such is hereby expressly waived
and released as a condition of and consideration for the execution of this Loan Agreement.

SECTION 9.10. Captions. The captions or headings in this Loan Agreement are for
convenience only and in no way define, limit or describe the scope or intent of any provisions of
sections of this Loan Agreement.
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IN WITNESS WHEREOF, the Florida Municipal Loan Council has caused this Loan
Agreement to be executed in its corporate name with its corporate seal hereunto affixed and
attested by its duly authorized officers and the City of Hialeah, Florida, has caused this Loan
Agreement to be executed in its corporate name with its corporate seal hereunto affixed and
attached by its duly authorized officers. All of the above occurred as of the date first above
written.

FLORIDA MUNICIPAL LOAN COUNCIL

(SEAL)

By:

Name:

Title: Chairman
ATTEST:
By:

Name: Michael Sittig
Title: Executive Director

S-1

SECTION 9.11. No Pecuniary Liability of Council. No provision, covenant or
agreement contained in this Loan Agreement, or any obligation herein imposed upon the
Council, or the breach thereof, shall constitute an indebtedness or liability of the State or any
political subdivision or municipal corporation of the State or any public corporation or
governmental agency existing under the laws thereof other than the Council. In making the
agreements, provisions and covenants set forth in this Loan Agreement, the Council has not
obligated itself except with respect to the application of the revenues, income and all other
property as derived herefrom, as hereinabove provided.

SECTION 9.12. Payments Due on Holidays. With the exception of Basic Payments, if
the date for making any payment or the last date for performance of any act or the exercise of
any right, as provided in this Loan Agreement, shall be other than on a Business Day, such
payments may be made or act performed or right exercised on the next succeeding Business
Day with the same force and effect as if done on the nominal date provided in this Loan
Agreement.

SECTION 9.13. Calculations. Interest shall be computed on the basis of a 360-day year
of twelve 30-day months.

SECTION 9.14. Time of Payment. Any Loan Repayment or other payment hereunder
which is received by the Trustee or Council after 2:00 p.m. (New York time) on any day shall be
deemed received on the following Business Day.

[Remainder of page intentionally left blank]
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LOAN AGREEMENT

CITY OF HIALEAH, FLORIDA

(SEAL)
By:
Name:
Title: Mayor
ATTESTED BY:
By:

Name: Title: City Clerk

Approved as to form and correctness
this day of 2011.

By:
Name:
Title: City Attorney

S-2



EXHIBIT A

CITY OF HIALEAH, FLORIDA
USE OF LOAN PROCEEDS

DESCRIPTION OF PROJECT TO BE ACQUIRED OR CONSTRUCTED

TOTAL AMOUNT
PROJECT TO BE FINANCED
The construction expansion and improvement $

of the Borrower’s sewer treatment plant

Exhibit A-1

EXHIBIT C

OPINION OF BORROWER’S COUNSEL

[Letterhead of Counsel to Borrower]

2011

Florida Municipal Loan Council
c/o Florida League of Cities, Inc.
301 Bronough Street
Tallahassee, Florida 32301

Wells Fargo Bank, National Association
2363 Gulf-to-Bay Boulevard
Clearwater, Florida 33765

Bryant Miller Olive P.A. Deutsche Bank Trust Company Americas

One Tampa City Center 60 Wall Street, 27" Floor
Tampa, Florida 33602 New York, New York 10005
Gentlemen:

We are counsel to [Name of Borrower], Florida (the “Borrower”), and have been
requested by the Borrower to give this opinion in connection with the loan by the Florida
Municipal Loan Council (the “Council”) to the Borrower of funds to finance or refinance or
reimburse the Borrower for all or a portion of the cost of a certain Project (the “Project”) as
defined in, and as described in Exhibit A of, the Loan Agreement, dated as of May 1, 2011 (the
“Loan Agreement”), between the Council and the Borrower.

In this connection, we have reviewed such records, certificates and other documents as
we have considered necessary or appropriate for the purposes of this opinion, including
applicable laws, and ordinances adopted by the [name of governing board] of the Borrower, the
Loan Agreement, an Trust Indenture dated as of May 1, 2011 (the “Indenture”) between the
Council and Deutsche Bank Trust Company Americas, as trustee (the “Trustee”) and Ordinance
No. enacted by the Borrower on 2010 (the “Ordinance”). Based
on such review, and such other considerations of law and fact as we believe to be relevant, we
are of the opinion that:

(a) The Borrower is a municipality duly organized and validly existing under the
Constitution and laws of the State of Florida and under the provisions of the Constitution and
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CERTIFIED ORDINANCE OF THE BORROWER

See Document No.

Exhibit B-1

laws of the State of Florida. The Borrower has the legal right and all requisite power and
authority to enter into the Loan Agreement, to enact the Ordinance and to consummate the
transactions contemplated thereby and otherwise to carry on its activities and own its property.

(b) The Borrower has duly authorized, executed and delivered the Ordinance, the
Loan Agreement, the Bond Purchase Contract and the Continuing Disclosure Agreement, and
such instruments are legal and binding obligations of the Borrower enforceable against the
Borrower in accordance with its terms, except to the extent that the enforceability hereof may be
subject to bankruptcy, insolvency, reorganization, moratorium or other similar laws affecting
creditors’ rights heretofore or hereafter enacted and that their enforcement may be subject to the
exercise of judicial discretion in accordance with general principles of equity, and to the
sovereign police powers of the State of Florida and the constitutional powers of the United
States of America.

(0 The execution and delivery of the Ordinance, the Continuing Disclosure
Agreement, the Bond Purchase Contract and the Loan Agreement, the consummation of the
transactions contemplated thereby, the purchase or construction of the Project or the
reimbursement for costs of the acquisition or construction thereof or the refinancing of the
indebtedness to be refinanced with the proceeds of the loan and the fulfillment of or compliance
with the terms and conditions of the Loan Agreement, the Bond Purchase Contract and the
Continuing Disclosure Agreement does not and will not conflict with or result in a material
breach of or default under any of the terms, conditions or provisions of any agreement, contract
or other instrument, or law, ordinance, regulation, or judicial or other governmental order, to
which the Borrower is now a party or it or its properties is otherwise subject or bound, and the
Borrower is not otherwise in violation of any of the foregoing in a manner material to the
transactions contemplated by the Loan Agreement.

(d) There is no litigation or legal or governmental action, proceeding, inquiry or
investigation pending or, to the best of our knowledge, threatened by governmental authorities
or to which the Borrower is a party or of which any property of the Borrower is subject, which
has not been disclosed in writing to the Council and the Bond Insurer and which, if determined
adversely to the Borrower, would individually or in the aggregate materially and adversely
affect the validity or the enforceability of the Loan Agreement, the Bond Purchase Contract or
the Continuing Disclosure Agreement.

(e) Any indebtedness being refinanced, directly or indirectly, with the proceeds of
the Loan was initially incurred by the Borrower, and the proceeds of such indebtedness have
been fully expended, to finance the cost of the Project.

We are attorneys admitted to practice law only in the State of Florida and express no
opinion as to the laws of any other state and further express no opinion as to the status of
interest on the Bonds under either Federal laws or the laws of the State of Florida.

Very truly yours,
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EXHIBIT E TO LOAN AGREEMENT

FORM OF REQUISITION CERTIFICATE

TO: DEUTSCHE BANK TRUST COMPANY AMERICAS, AS TRUSTEE
FROM: CITY OF HIALEAH, FLORIDA (THE “BORROWER”)
SUBJECT: LOAN AGREEMENT DATED AS OF THE 15" DAY OF 2011
This represents Requisition Certificate No. ___ in the total amount of $ for
payment of those Costs of the Project detailed in the schedule attached.
The undersigned does certify that:
1. All of the expenditures for which monies are requested hereby represent proper

Costs of the Project, have not been included in a previous Requisition Certificate and have been
properly recorded on the Borrower’s books as currently due and owing.

2. The monies requested thereby are not greater than those necessary to meet
obligations due and payable or to reimburse the Borrower for funds actually advanced for Costs
of the Project. The monies requested do not include retention or other monies not yet due or
earned under construction contracts.

3. This requisition is in compliance with Section 5.03 of the Indenture.
4. After payment of monies hereby requested, to the knowledge of the
undersigned, there will remain available to the Borrower sufficient funds to complete the

Project substantially in accordance with the plans.

5. The Borrower is not in default under the Loan Agreement and nothing has
occurred that would prevent the performance of its obligations under the Loan Agreement.

Executed this day of

CITY OF HIALEAH, FLORIDA

By:
Name:
Title:

Exhibit E-1
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APPENDIX E

FORM OF BOND COUNSEL OPINION

Upon delivery of the Series 2011D Bonds in definitive form, Bryant Miller Olive P.A.,
Bond Counsel, proposes to render its final approving opinion in substantially the following
form:

[Date of Delivery]
Florida Municipal Loan Council
Tallahassee, Florida

RE: $48,235,000 Florida Municipal Loan Council Revenue Bonds, Series 2011D (City
of Hialeah Series)

Ladies and Gentlemen:

We have acted as bond counsel to the Florida Municipal Loan Council (the "Council") in
connection with the issuance by the Council of its $48,235,000 Florida Municipal Loan Council
Revenue Bonds, Series 2011D (City of Hialeah Series) (the "Bonds") pursuant to the Constitution
and laws of the State of Florida, including Chapter 166, Part II and Chapter 163, Part I, Florida
Statutes, as amended, a Trust Indenture dated as of May 1, 2011, between the Council and
Deutsche Bank Trust Company Americas, as Trustee (the "Indenture"), and Resolution No.98-1
adopted by the Council on December 17, 1998, as amended and supplemented, Resolution No.
2010-03 adopted March 25, 2010 and Resolution No. 2010-05 adopted September 23, 2010
(collectively, the "Resolution"). In such capacity, we have examined such law and certified
proceedings, certifications, and other documents as we have deemed necessary to render this
opinion. Any capitalized undefined terms used herein shall have the meanings set forth in the
Indenture.

The proceeds of the Bonds will be loaned to the City of Hialeah, Florida (the "Borrower")
for the purpose of financing, refinancing or reimbursing the cost of qualified projects of such
Borrower and to pay certain costs of issuing the Bonds pursuant to Loan Agreements between
the Council and such Borrower to be executed simultaneously with the issuance of the Bonds.

As to questions of fact material to our opinion, we have relied upon representations of
the Council contained in the Indenture and of the Borrower contained in the Loan Agreements
and in the certified proceedings and other certifications of public officials and others furnished
to us, without undertaking to verify the same by independent investigation. We have not
undertaken an independent audit, examination, investigation or inspection of such matters and
have relied solely on the facts, estimates and circumstances described in such proceedings and
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certifications. We have assumed the genuineness of signatures on all documents and
instruments, the authenticity of documents submitted as originals and the conformity to
originals of documents submitted as copies.

In rendering this opinion, we have examined and relied upon the opinion of even date
herewith of Kraig A. Conn, Esquire, Counsel to the Council, as to the due creation and valid
existence of the Council, the due adoption of the Resolution, the due execution and delivery of
the Bonds and the compliance by the Council with all conditions contained in the resolutions of
the Council precedent to the issuance of the Bonds. We have also assumed the proper
authorization, execution and delivery of the Loan Agreements by the Borrower and the validity
of such Loan Agreements and in rendering this opinion are not passing upon such matters.

The Bonds do not constitute a general obligation or indebtedness of the Council or the
Borrower within the meaning of any constitutional, statutory or other limitation of indebtedness
and the holders thereof shall never have the right to compel the exercise of any ad valorem
taxing power of the Council or the Borrower or taxation in any form of any real or personal
property for the payment of the principal of or interest on the Bonds.

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

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

1. The Resolution constitutes a valid and binding obligation of the Council
enforceable against the Council in accordance with its terms.

2. The Indenture has been duly executed by the Council and, assuming due
authorization, execution and delivery by the Trustee, constitutes a valid and binding obligation
of the Council enforceable upon the Council in accordance with its terms.

3. The Bonds have been duly authorized, executed and delivered by the Council
and are valid special obligations of the Council enforceable in accordance with their terms,
payable solely from the sources provided therefor in the Indenture.

4. The Internal Revenue Code of 1986, as amended (the "Code"), establishes certain
requirements which must be met subsequent to the issuance and delivery of the Bonds in order
that interest on the Bonds be and remain excluded from gross income for purposes of federal
income taxation. Non-compliance may cause interest on the Bonds to be included in federal
gross income retroactive to the date of issuance of the Bonds, regardless of the date on which
such non-compliance occurs or is ascertained. The Council has covenanted in the Indenture
and the Borrower has covenanted in their Loan Agreements to comply with such requirements
in order to maintain the exclusion from federal gross income of the interest on the Bonds.
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Subject to compliance by the Council and the Borrower with the aforementioned
covenants, (a) interest on the Bonds is excluded from gross income of the owners thereof for
purposes of federal income taxation and (b) interest on the Bonds is not an item of tax
preference for purposes of the federal alternative minimum tax imposed on individuals and
corporations; however, with respect to corporations (as defined for federal income tax
purposes), such interest is taken into account in determining adjusted current earnings for the
purpose of computing the alternative minimum tax imposed on such corporations. We express
no opinion regarding other federal tax consequences arising with respect to the Bonds.

For purposes of this opinion, we have not been engaged or undertaken to review and,
therefore, express no opinion herein regarding the accuracy, completeness or adequacy of the
Official Statement or any other offering material relating to the Bonds. This opinion should not
be construed as offering material, an offering circular, prospectus or official statement and is not
intended in any way to be a disclosure statement used in connection with the sale or delivery of
the Bonds. Furthermore, we are not passing on the accuracy or sufficiency of any CUSIP
numbers appearing on the Bonds. In addition, we have not been engaged to and, therefore,
express no opinion as to compliance by the Council or the underwriter with any federal or state
statute, regulation or ruling with respect to the sale and distribution of the Bonds or regarding
the perfection or priority of the lien on the revenues pledged and created by the Indenture.
Further, we express no opinion regarding federal income tax consequences arising with respect
to the Bonds other than as expressly set forth herein.

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

Very truly yours,

BRYANT MILLER OLIVE P.A.
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APPENDIX F

FORM OF THE CITY OF HIALEAH BOND ORDINANCE
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ORDINANCE NO.

AN ORDINANCE OF THE MAYOR AND THE CITY
COUNCIL OF THE CITY OF HIALEAH, FLORIDA
AUTHORIZING THE ISSUANCE OF UTILITY
SYSTEM REVENUE BONDS; PLEDGING CERTAIN
NET REVENUES OF THE UTILITY SYSTEM FOR THE
PAYMENT OF SUCH BONDS; PROVIDING FOR THE
RIGHTS OF THE HOLDERS OF SUCH BONDS;
AUTHORIZING THE ISSUANCE OF SUCH BONDS IN
VARIOUS SERIES; MAKING OTHER COVENANTS
AND AGREEMENTS IN CONNECTION THEREWITH;
REPEALING OTHER INSTRUMENTS; REPEALING
ALL ORDINANCES OR PARTS OF ORDINANCES IN
CONFLICT HEREWITH; PROVIDING PENALTIES
FOR VIOLATION HEREOF; PROVIDING FOR A
SEVERABILITY CLAUSE; AND PROVIDING FOR AN
EFFECTIVE DATE.

WHEREAS, the City of Hialeah finds that it is in the best interest of its residents
and the users of the water and sewer system to use the proceeds of bonds to pay for
project costs for the construction and acquisition of additions, extensions and
improvements to the water and sewer system.

NOW THEREFORE BE IT ORDAINED BY THE MAYOR AND THE CITY
COUNCIL OF THE CITY OF HIALEAH, FLORIDA, THAT:

Section 1: Authority. This Ordinance is enacted pursuant to Chapter 159, Part I,
Florida Statutes, Chapter 166, Part II, Florida Statutes, as amended, the Charter of the
City of Hialeah, Florida and other applicable provisions of law (the “Act™).

Section 2: Definitions. Unless the context otherwise requires, the terms used in
this Ordinance shall have the meanings specified in this Section 2. Words importing
singular number shall include the plural number in each case and vice versa, and words
importing persons shall include firms and corporations.

“Accreted Value” shall mean, as of any date of computation with respect to any
Capital Appreciation Bond, an amount equal to the principal amount of such Capital
Appreciation Bond (the principal amount at its initial offering) plus the interest accrued
on such Capital Appreciation Bond from the date of delivery to the original purchasers
thereof to the Interest Date next preceding the date of computation or the date of
computation if an Interest Date, such interest to accrue at a rate not exceeding the legal
rate, compounded semiannually, plus, with respect to matters related to the payment upon
redemption of the Capital Appreciation Bonds, if such date of computation shall not be
an Interest Date, a portion of the difference between the Accreted Value as of the
immediately preceding Interest Date and the Accreted Value as of the immediately
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“Bond Insurance Policy” shall mean the municipal bond new issue insurance
policy or policies issued by an Insurer guaranteeing the scheduled payment of principal
of and interest on any portion of such Series of Bonds when due as determined by
Supplemental Ordinance, or supplemental resolution, as applicable.

"Bond Service Fund" shall mean the Bond Service Fund created and established
pursuant to Section 16 of this Ordinance.

"Bond Service Requirement" shall mean, for any Bond Year, at any time, the
amount required to be deposited in such Bond Year into the Bond Service Fund, as
provided herein including any Reimbursement Obligation (any interest shall not include
interest to the extent it is to be paid from a direct subsidy payment expected to be
received from the United States Treasury relating to “Build America Bonds™ issued
pursuant to Section 54AA of the Code, or any other interest subsidy or similar payments
made by the federal government). In calculating such amount, the Issuer shall subtract
therefrom any amounts to be transferred from the Project Fund for the purpose of paying
interest on the Bonds. With respect to Variable Rate Bonds which are not subject to a
Qualified Agreement, if any, the interest rate used to calculate the Bond Service
Requirement shall be (i) the actual rate on the date of calculation, or if the indebtedness is
not yet outstanding, the initial rate (if established and binding), (ii) if the indebtedness has
been outstanding for at least twelve months, the average rate over the twelve months
immediately preceding the date of calculation, and (iii) (1) if the indebtedness has been
outstanding for twelve months or less, if interest on the indebtedness is excludable from
gross income under the applicable provisions of the Internal Revenue Code, the most
recently published Bond Buyer 25 Bond Revenue Index (or comparable index if no
longer published) plus fifty (50) basis points, or (2) if interest is not so excludable, the
interest rate on direct U.S. Treasury Obligations with comparable maturities plus fifty
(50) basis points; provided, however, that for purposes of any rate covenant measuring
actual debt service coverage during a test period, Variable Rate Bonds which are not
subject to a Qualified Agreement shall be deemed to bear interest at the actual rate per
annum applicable during the test period. If Bonds are Option Bonds, the date or dates of
tender shall be disregarded, unless actually tendered and not remarketed, and the stated
maturity dates thereof shall be used for purposes of this calculation, if such Option Bonds
are required to be paid from Pledged Revenues hereunder on such date of tender. If the
Issuer has entered into a Qualified Agreement with respect to certain Variable Rate
Bonds Outstanding hereunder or to be issued hereunder, the interest coming due on such
Variable Rate Bonds for purposes of this definition shall be deemed to be based upon the
synthetic fixed interest rate under the Qualified Agreement, without giving any regards to
fees and expenses incurred in connection with the purchase of a liquidity facility. If the
Issuer has entered into a Qualified Agreement with respect to certain Bonds Outstanding
hereunder or to be issued hereunder which have a fixed rate of interest, the interest
coming due on such Bonds for purposes of this definition shall be deemed to be based
upon the assumptions described above for Variable Rate Bonds, without giving any
regards to fees and expenses incurred in connection with the purchase of a liquidity
facility.
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Interest Date, calculated based on the assumption that Accreted Value accrues
during any semi-annual period in equal daily amounts on the basis of a 360-day year.

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

"Additional Parity Obligations" shall mean additional obligations issued or
incurred in compliance with the terms, conditions and limitations contained herein and
which (i) shall have a lien on the Pledged Revenues equal to that of the Outstanding
Bonds and any Parity Contract Obligations, (ii) shall be payable from the Pledged
Revenues on a parity with the Outstanding Bonds and any Parity Contract Obligations,
and (iii) shall rank equally in all other respects with the Outstanding Bonds and any
Parity Contract Obligations.

"Amortization Installment" with respect to any Term Bonds of a Series means an
amount so designated for mandatory principal installments for the Term Bonds of such
Series, and provided that each such installment shall be deemed to be due on a principal
maturity anniversary date of each applicable year and the aggregate of such installments
for such Series shall equal the aggregate principal amount of Term Bonds of such Series
delivered.

"Average Annual Bond Service Requirement" shall mean, as of each date on
which a Series of Bonds is issued, the total amount of Bond Service Requirement which
is to become due on all Bonds deemed to be Outstanding immediately after the issuance
of such Series of Bonds divided by the total number of years for which Bonds are deemed
to be Outstanding, except that with respect to any Bonds for which Amortization
Installments have been established, the amount of principal coming due on the final
maturity date with respect to such Bonds shall be reduced by the aggregate principal
amount of such Bonds that are to be redeemed from Amortization Installments to be
made in prior Bond Years.

"Bond Anticipation Notes" shall mean notes of the Issuer issued in anticipation of
any Series of Bonds and shall be secured by a first lien on the proceeds of the Bonds for
which such Bond Anticipation Notes were issued.

"Bond Counsel" shall mean any attorney at law or firm of attorneys of nationally
recognized standing in matters pertaining to the exclusion from gross income for federal
income tax purposes of interest on obligations issued by states and political subdivisions,
and duly admitted to practice law before the highest court of any state of the United
States of America.
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"Bond Year" shall mean the period commencing on October 2 of the preceding
year and ending twelve months later on October 1.

"Bonds" shall mean Bonds of all Series issued pursuant to this Ordinance and any
Additional Parity Obligations issued hereafter in accordance with the provisions hereof.

“Build America Bond” shall mean any taxable bond issued by the Issuer pursuant
to Section 54AA of the Code for which either (1) the Issuer receives direct subsidy
payments in an amount equal to a percentage of the interest paid on such bond, or (2) the
holder of such bond receives a tax credit in an amount equal to a percentage of the
interest paid on such bond.

"Capital Appreciation Bonds" shall mean the aggregate principal amount of the
Bonds that bear interest payable solely at maturity or upon redemption prior to maturity
in the amounts determined by reference to the Accreted Values, all as shall be determined
by Supplemental Ordinance of the Issuer. In the case of Capital Appreciation Bonds that
are convertible to Bonds with interest payable prior to maturity or redemption of such
Bonds, such Bonds shall be considered Capital Appreciation Bonds only during the
period of time prior to such conversion.

"Capital Appreciation Income Bonds" shall mean those Bonds initially issued as
Capital Appreciation Bonds and which become Serial Bonds when the original issue
amount and the Accreted Value equals $5,000 principal amount or an integral multiple
thereof as determined by Supplemental Ordinance of the Issuer.

"City Clerk" shall mean the City Clerk of the Issuer and any deputy city clerk.
"City Manager" shall mean the City Manager of the Issuer.

“Code” shall mean the Internal Revenue Code of 1986, as amended, and the
regulations and rules thereunder in effect or proposed.

“Connection Fees" shall mean the charges imposed on those connecting to the
System for the actual cost of physically connecting into the System; provided, however,
that “Connection Fees” shall not include Sewer System Capital Facilities Fees or Water
System Capital Facilities Fees.

“Consulting Engineers" shall mean one or more independent, qualified and
recognized consulting engineers or firm of consulting engineers having favorable repute,
skill and experience with respect to the planning and operation of the System who shall
be retained from time to time by the Issuer.

“Contributions in Aid of Construction" shall mean any amount or item of money,

services, or property received by the Issuer, any portion of which is provided at no cost to
the System, which represents an addition or transfer to the capital of the System, and
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which is utilized to offset the acquisition, improvement or construction costs of the
System.

“Cost of Operation and Maintenance" of the System shall mean the then current
expenses, paid or accrued, in the operation, maintenance and repair of the System, as
calculated in accordance with generally accepted accounting principles, including, but not
limited to, general administrative and indirect labor costs, personal services, contractual
services, repairs and maintenance, and materials and supplies, but shall not include
expenses not annually recurring, any reserve for renewals and replacements,
extraordinary repairs or any allowance for depreciation, any Bond Service Requirement,
any payments in lieu of taxes, franchise fees or other transfers.

"Credit Facility" or "Credit Facilities" shall mean either individually or
collectively, as appropriate, any bond insurance policy, surety bond, letter of credit, line
of credit, guaranty or other instrument or instruments that would enhance the credit of the
Bonds.

"Credit Facility Issuer" or "Credit Facility Issuers" shall mean the provider or
providers of a Credit Facility or Credit Facilities.

"Expansion Percentage" with respect to the Sewer System, shall mean that
number, expressed as a percentage, which represents that portion of the total cost of any
Project or Projects financed from the proceeds of Bonds which is attributable to any
improvements, extensions and additions to the Sewer System, together with all lands or
interest therein, including plants, buildings, machinery, franchises, pipes, mains, fixtures,
equipment and all property real or personal, tangible or intangible, heretofore or hereafter
constructed or acquired in order to meet the increased demand upon the Sewer System,
whether actual or anticipated, created by new users connecting to the Sewer System, as
shall be calculated or re-calculated by the Consulting Engineers and set forth in a
certificate delivered each time a Series of Bonds are issued hereunder. Upon completion
of a Project, the Consulting Engineer shall adjust the Expansion Percentage to take into
consideration proceeds expected to be utilized for Project purposes which in fact were not
utilized for Project purposes.

"Expansion Percentage" with respect to the Water System, shall mean that
number, expressed as a percentage, which represents that portion of the total cost of any
Project or Projects financed from the proceeds of Bonds which is attributable to any
improvements, extensions and additions to the Water System, together with all lands or
interest therein, including plants, buildings, machinery, franchises, pipes, mains, fixtures,
equipment and all property real or personal, tangible or intangible, heretofore or hereafter
constructed or acquired in order to meet the increased demand upon the Water System,
whether actual or anticipated, created by new users connecting to the Water System, as
shall be calculated or re-calculated by the Consulting Engineers and set forth in a
certificate delivered each time a Series of Bonds are issued hereunder. Upon completion
of a Project, the Consulting Engineer shall adjust the Expansion Percentage to take into
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Construction, Sewer System Capital Facilities Fees, Water System Capital Facilities
Fees, or unrealized gains or losses from investments.

"Holder" or "Bondholders" or any similar term shall mean any persons who shall
be the registered owner of any outstanding Bonds.

"Insurer” shall mean, with respect to any Series of Bonds, such Person as shall be
insuring or guaranteeing the scheduled payment of principal of and interest on such
Series of Bonds, when due.

"Interest Account" shall mean the special account of the same name created
within the Bond Service Fund.

"Interest Date" or “interest payment date” shall be such date or dates for the
payment of interest on a Series of Bonds as shall be provided by Supplemental
Ordinance.

"Issuer" shall mean the City of Hialeah, Florida.

"Maximum Bond Service Requirement" shall mean, as of any particular date of
calculation, the greatest amount of aggregate Bond Service Requirement for the then
current or any future Bond Year, except that with respect to any Bonds for which
Amortization Installments have been established, the amount of principal coming due on
the final maturity date with respect to such Bonds shall be reduced by the aggregate
principal amount of such Bonds that are to be redeemed from Amortization Installments
which were to be made in prior Bond Years.

"Mayor" shall mean the Mayor of the Issuer as provided in the City Charter.

"Moody’s" or "Moody’s Investors Service" shall mean Moody’s Investors
Services, Inc., and any assigns or successors thereto.

"Net Revenues" of the System shall mean the Gross Revenues or Revenues, after

deduction of the Cost of Operation and Maintenance.

"Option Bonds" shall mean Bonds subject to tender for payment prior to their
maturity at the option of the Holder thereof.

"Ordinance" shall mean this Ordinance as from time to time may be amended or
supplemented by Supplemental Ordinance, in accordance with the terms hereof.

"Outstanding" or "Bonds Outstanding" shall mean all Bonds which have been
issued pursuant to this Ordinance, except:
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consideration proceeds expected to be utilized for Project purposes which in fact were not
utilized for Project purposes.

"Federal Securities" shall mean direct obligations of (including obligations issued
or held in book entry form on the books of) the Department of Treasury of the United
States of America or obligations guaranteed as to principal or interest by the United
States of America, including, but not limited to, obligations of the Resolution Funding
Corporation.

With respect to any Series of Bonds, the definition of Federal Securities set forth above
may be further limited as set forth in a Supplemental Ordinance of the Issuer enacted
prior to the issuance of such Bonds.

"Finance Director" shall mean the Finance Director of the Issuer.

"Financial Advisor" shall mean the financial advisor appointed from time to time
by the Issuer.

"Fiscal Year" shall mean the period commencing on October 1 of each year and
ending on the next succeeding September 30 or such other annual period as may be
prescribed by law from time to time for the Issuer.

"Fitch" shall mean Fitch Ratings, and any assigns or successors thereto.

"Gross Revenues" or "Revenues" shall mean all income and earnings, including
Connection Fees, received by the Issuer or accrued to the Issuer from the ownership, use
or operation of the System and all parts thereof, moneys deposited from the Rate
Stabilization Fund into the Revenue Fund in accordance with the terms hereof, provided
any moneys transferred from the Rate Stabilization Fund into the Revenue Fund within
90 days following the end of a Fiscal Year may be designated by the Issuer as Gross
Revenues of such prior Fiscal Year, and shall also include investment income, if any,
carned on any fund or account created pursuant to this Ordinance, except the Rebate
Fund, the Sewer System Capital Facilities Fee Fund, the Water System Capital Facilities
Fee Fund, and also including any income or earnings (including investment income)
derived from the System in any prior Fiscal Year and which is redeposited into the
Revenue Fund, all as calculated in accordance with generally accepted accounting
principles, and any payment received by the Issuer as contemplated in Section 28 hereof,
but "Gross Revenues" or "Revenues" shall not include any direct subsidy payments
received from the United States Treasury relating to “Build America Bonds™ issued
pursuant to Section 54AA of the Code or any other interest subsidy or similar payments
made by the federal government, proceeds from the sale or other disposition of the
System or any part thereof, condemnation awards or proceeds of insurance received with
respect to the System and moneys deposited to the Rate Stabilization Fund from the
Surplus Fund, including any moneys transferred from the Surplus Fund to the Rate
Stabilization Fund within 90 days following the end of a Fiscal Year which the Issuer
determines not to be Gross Revenues of such prior Fiscal Year, Contributions in Aid of
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(i) Bonds canceled after purchase in the open market or because of
payment at or redemption prior to maturity;

(ii) Bonds for the payment or redemption of which cash funds or
Acquired Obligations or any combination thereof shall have been theretofore irrevocably
set aside in a special account with an escrow agent (whether upon or prior to the maturity
or redemption date of any such Bonds) in an amount which, together with earnings on
such Acquired Obligations, will be sufficient to pay the principal of, interest on and any
redemption premium with respect to such Bonds at maturity or upon their earlier
redemption; provided that, if such Bonds are to be redeemed before the maturity thereof,
notice of such redemption shall have been given according to the requirements of this
Ordinance or irrevocable instructions directing the timely publication of such notice and
directing the payment of the principal of and interest on all such Bonds at such
redemption dates shall have been given; and

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

"Parity Contract Obligation" shall have the meaning set forth in Section 28
hereof.

"Parity Contract Obligation Account" shall mean the special account of the same
name created within the Bond Service Fund.

"Paying Agent" shall mean any paying agent for Bonds appointed by or pursuant
to a Supplemental Ordinance and its successors or assigns, and any other Person which
may at any time be substituted in its place pursuant to a Supplemental Ordinance. Once
appointed, no resignation or removal of the Paying Agent shall become effective until a
successor has been appointed and has accepted the duties of Paying Agent. Each of the
Insurers of Bonds, if any, shall be furnished with written notice of the resignation or
removal of the Paying Agent and the appointment of any successor thereto.

"Permitted Investments" shall mean investments permitted by applicable law and
the Issuer’s written investment policy, if any, as may be further limited as set forth in a
Supplemental Ordinance of the Issuer.

"Person" shall mean an individual, a corporation, a partnership, an association, a
joint stock company, a trust, any unincorporated organization or governmental entity.

"Pledged Revenues" shall mean (i) the Net Revenues of the System, (ii) until
applied in accordance with this Ordinance, the moneys on deposit in the various funds
and accounts created pursuant to this Ordinance, except (A) as for the Rebate Fund, (B)
the Revenue Fund, to the extent moneys therein shall be required to pay the Cost of
Operation and Maintenance in accordance with the terms hereof, and (C) to the extent
moneys on deposit in a subaccount of the Reserve Fund shall be pledged solely for the
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payment of the Series of Bonds for which it was established in accordance with the
provisions hereof, and (iii) to the extent applicable, Sewer System Capital Facilities Fees
and Water System Capital Facilities Fees. [or here we can delete (iii) and use the concept
of Additional Security]

"Principal Account" shall mean the special account of the same name created
within the Bond Service Fund.

"Project” or "Projects" shall mean any actual, proposed or potential acquisition,
addition, extension, supplement, or replacement of the System or joint ownership of
similar properties or any interest therein or any right to use the capacity from any
facilities or services thereof, or any other lawful purpose related to the System, all as
determined by the Issuer and in accordance with plans and specifications on file or to be
filed with the Issuer.

"Project Costs" shall mean all costs authorized to be paid from the Project Fund
pursuant to Section 18 hereof to the extent permitted under the laws of the State. It is
intended that this definition be broadly construed to encompass all costs, expenses and
liabilities of the Issuer related to the System which on the date of this Ordinance or in the
future shall be permitted to be funded with the proceeds of any Series of Bonds pursuant
to the laws of the State.

"Project Fund" shall mean the Project Fund created and established pursuant to
Section 16 of this Ordinance.

"Prudent Utility Practice" shall mean, in respect of any particular municipal utility
industry, any of the practices, methods and acts which, in the exercise of reasonable
judgment, in light of the facts, including but not limited to the practices, methods and acts
engaged in or approved by a significant portion of such utility industry prior thereto,
known at the time the decision was made, would have been expected to accomplish the
desired result at the lowest reasonable cost consistent with reliability, safety, and
expedition. It is recognized that Prudent Utility Practice is not intended to be limited to
the optimum practice, method or act to the exclusion of all others, but rather is a spectrum
of possible practices, methods or acts which could have been expected to accomplish the
desired result at the lowest reasonable cost consistent with reliability, safety and
expedition.

"Qualified Agreement" means, to the extent from time to time permitted pursuant
to law, any contract or contracts, in whole or in part, based on the interest rate, currency,
cashflow, or other basis desired by the Issuer, including, without limitation, contracts
commonly known as current or forward interest rate swap or swaption agreements,
currency swap agreements, forward payment conversion agreements, futures, or contracts
providing for payments based on levels of, or changes in, interest rates, currency
exchange rates, stock or other indices, or contracts to exchange cash flows or a series of
payments, or contracts, including without limitation, interest rate floors or caps, options,
puts or calls to hedge payment, currency, rate, spread, or similar exposure. The contracts
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"Reimbursement Obligation" shall have the meaning set forth in Section 29
hereof.

"Renewal, Replacement and Improvement Fund" shall mean the Renewal,
Replacement and Improvement Fund created and established pursuant to Section 16 of
this Ordinance.

"Reserve Fund" shall mean the Reserve Fund created and established pursuant to
Section 16 of this Ordinance.

"Reserve Fund Insurance Policy" shall mean an insurance policy or surety bond
deposited in the Reserve Fund in lieu of or in substitution for cash on deposit therein
pursuant to Section 20(B)(2) hereof.

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

"Reserve Requirement” shall be the lesser of (i) the Maximum Bond Service
Requirement, (ii) 125% of the Average Annual Bond Service Requirement, or (iii) the
largest amount as shall not adversely affect the exclusion of interest on the Bonds from
gross income for Federal income tax purposes; provided, however, the Issuer may
establish by Supplemental Ordinance a different Reserve Requirement for a subaccount
of the Reserve Fund which secures a Series of Bonds pursuant to Section 20(B)(2)
hereof. In computing the Reserve Requirement in accordance with clause (iii) of this
definition in respect of any Capital Appreciation Bonds, the principal amount of such
Bonds shall be the original principal amount thereof, not the Accreted Value.

"Revenue Fund" shall mean the Revenue Fund created and established pursuant to
Section 16 of this Ordinance.

"Separately Financed Project” means any Project described as such in Section 27
hereof.

"Serial Bonds" shall mean all of the Bonds other than Term Bonds.

"Series" or "Series of Bonds" or "Bonds of a Series" shall mean all Bonds
designated as being of the same Series issued and delivered on original issuance in a
simultaneous transaction, and any Bonds thereafter delivered in licu thereof or in
substitution therefor pursuant to this Ordinance.

"Sewer System" shall mean the complete sewer system now owned, operated and
maintained by the Issuer and which the Issuer is, or shall be responsible for maintaining,
together with any and all acquisitions, improvements, extensions and additions thereto,
hereafter constructed or acquired, together with all lands or interests therein, including
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or arrangements may also be entered into by the Issuer in connection, with or incidental
to, entering into or maintaining any agreement which secures all or a portion of the
Bonds.

"Qualified Agreement Provider" means, an entity whose senior long term
obligations, other senior long term obligations or claims paying ability or whose payment
obligations under a Qualified Agreement are guaranteed by an entity whose senior long
term debt obligations, other senior unsecured long term obligations or claims paying
ability are rated at the time of execution of such Qualified Agreement either (i) at least as
high as A3 by Moody's, and A- by S&P, or the equivalent thereof by any successor
thereto for so long as such rating agency is then maintaining a rating on the Bonds
Outstanding, or (ii) any such lower rating categories which each such rating agency then
maintaining a rating on the Bonds Outstanding indicates in writing to the Issuer will not,
by itself, result in a reduction or withdrawal of its rating on the Bonds Outstanding that is
in effect prior to entering into such Qualified Agreement.

"Qualified Independent Consultant" shall mean one or more qualified and
recognized independent ci having favorable repute, skill and experience with
respect to the acts and duties of the Qualified Independent Consultant to be provided to
the Issuer, as shall from time to time be retained by the Issuer to perform the acts and
carry out the duties herein provided for such consultants.

"Rate Stabilization Fund" shall mean the "Rate Stabilization Fund" established
pursuant to Section 16 hereof.

"Rebate Fund" shall mean the Rebate Fund created pursuant to Section 31 of this
Ordinance.

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

"Redemption Account" shall mean the special account of the same name created
within the Bond Service Fund.

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

"Registrar" shall mean any registrar for the Bonds appointed by or pursuant to
Supplemental Ordinance and its successors and assigns, and any other Person which may
at any time be substituted in its place pursuant to Supplemental Ordinance. Once
appointed, no resignation or removal of the Registrar shall become effective until a
successor has been appointed and has accepted the duties of Registrar. The Insurers of
Bonds shall be furnished with written notice of the resignation or removal of the
Registrar and the appointment of any successor thereto.
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plants, buildings, machinery, franchises, pipes, mains, fixtures, equipment and all
property, real or personal, tangible or intangible (including agreements for the providing
of such services), now or hereafter constructed and/or owned or used in connection
therewith.

"Sewer System Capital Facilities Fees" shall mean the impact fees, if any,
imposed by the Issuer upon and collected from new users of the Sewer System which
represent an equitable share of the capital costs of the Sewer System which are
attributable to the increased demand such additional connections create upon the Sewer
System. The term "Sewer System Capital Facilities Fees" in each Fiscal Year shall not
include any amounts in excess of the Bond Service Requirement for such Bond Year
multiplied by the Expansion Percentage.

"Sewer System Capital Facilities Fees Fund" shall mean the Sewer System
Capital Facilities Fees Fund created and established pursuant to Section 16 of this
Ordinance.

"State" shall mean the State of Florida.

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

"Subordinated Debt" shall mean any obligations payable on a junior, inferior and
subordinate basis under Section 20(B) hereof. "Subordinated Debt" shall include, but
shall not be limited to, (i) Subordinated Contract Obligations, (ii) payments to a Qualified
Agreement Provider pursuant to a Qualified Agreement which the Issuer has designated
as Subordinated Debt, (iii) Reimbursement Obligations, and (iv) any other obligations
payable from any of the Pledged Revenues on a junior, inferior and subordinate basis to
the Bonds.

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

"Supplemental Ordinance" shall mean any ordinance of the Issuer amending or
supplementing this Ordinance enacted and becoming effective in accordance with the
terms of Sections 22 and 23 hereof.

"System" or "Utility System" shall mean, collectively, the Water System and the
Sewer System of the Issuer. Upon compliance with the provisions of Section 26 hereof,
the term

"System" may be deemed to include other utility functions added to the System,
including, but not limited to a stormwater system, a residential reuse system, the
acquisition, distribution and sale of natural gas, the providing of electricity, the providing
of cable television services, the providing of telecommunication services or other utility
functions that are authorized from time to time pursuant to the Act. Notwithstanding the
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foregoing definition of the term System, such term shall not include any properties or
interest in properties of the Issuer which the Issuer determines shall not constitute a part
of the System for the purpose of this Ordinance.

"Term Bonds" shall mean the Bonds other than Serial Bonds which shall be stated
to mature on one date, and shall have such Amortization Installments, as shall be
determined by Supplemental Ordinance of the Issuer.

"Variable Rate Bonds" shall mean obligations issued with a variable, adjustable,
convertible or other similar rate which is not fixed in percentage at the date of issue for
the entire term thereof as shall be determined by Supplemental Ordinance of the Issuer.

"Water System" shall mean the complete water system now owned, operated and
maintained by the Issuer or which is proposed to be acquired by and operated and
maintained by the Issuer and which the Issuer is, or shall be responsible for maintaining,
together with any and all acquisitions, improvements, extensions and additions thereto,
hereafter constructed or acquired, together with all lands or interests therein, including
plants, buildings, machinery, franchises, pipes, mains, fixtures, equipment and all
property, real or personal, tangible or intangible (including agreements for the providing
of such services), now or hereafter constructed and/or owned or used in connection
therewith.

"Water System Capital Facilities Fees" shall mean the impact fees, if any,
imposed by the Issuer upon and collected from new users of the Water System which
represent an equitable share of the capital costs of the Water System which are
attributable to the increased demand such additional connections create upon the Water
System. The term "Water System Capital Facilities Fees" in each Fiscal Year shall not
include any amounts in excess of the Bond Service Requirement for such Bond Year
multiplied by the Expansion Percentage.

"Water System Capital Facilities Fees Fund" shall mean the Water System Capital
Facilities Fees Fund created and established pursuant to Section 16 of this Ordinance.

The terms "herein," "hereunder," "hereby," "hereto," "hereof" and any similar terms shall
refer to this Ordinance; the term "heretofore" shall mean before the date of adoption of
this Ordinance; and the term "hereafter" shall mean after the date of adoption of this
Ordinance. Words importing the masculine gender include every other gender. Words
importing the singular number include the plural number, and vice versa.

Section 3: Findings. It is hereby ascertained, determined and declared that it is
in the best interest of the health and welfare of the residents of the Issuer and other users
of the Utility System to use the proceeds of the Bonds to pay the Project Costs. The
Issuer owns, operates and maintains the System and derives certain revenue from rates,
fees, rentals and other charges made and collected for the services of such System, which
such revenues are not now pledged or encumbered in any manner. It serves a paramount
public purpose and is in the best interests of the Issuer, the residents thereof and the other
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of the legal Holders of any and all of the Bonds, all of which shall be of equal rank and
without preference, priority or distinction of any of the Bonds over any other thereof,
except as expressly provided therein and herein.

Section 6: Authorization of bonds. Subject and pursuant to the provisions
hereof, the obligations of the Issuer to be known as "Utility System Revenue Bonds”,
which may be issued from time to time, are hereby authorized to be issued. The
aggregate principal amount of the Bonds which may be executed and delivered under this
Ordinance is not limited except as is or may hereafter be provided in this Ordinance or as
limited by the Act or by law. The Bonds may, if and when authorized by the Issuer
pursuant to this Ordinance, be issued in one or more Series, with such further appropriate
particular designations added to or incorporated in such title for the Bonds of any
particular Series as the Issuer may determine and as may be necessary to distinguish such
Bonds from the Bonds of any other Series. Each Bond shall bear upon its face the
designation so determined for the Series to which it belongs. The Bonds shall be issued
for such purpose or purposes; shall bear interest at such rate or rates not exceeding the
maximum rate permitted by law; and shall be payable in lawful money of the United
States of America on such dates; all as determined herein or by Supplemental Ordinance
of the Issuer.

Section 7: Description of the bonds. The Bonds are hereby authorized to be
issued in fully registered form without coupons; may be Capital Appreciation Bonds,
Serial Bonds or Term Bonds; shall be dated; shall be numbered consecutively from one
upward in order of maturity preceded by the letter "R" if Serial Bonds or Term Bonds,
and preceded by the letters "CABR" if Capital Appreciation Bonds; shall be in the
denomination of $5,000 each, or integral multiples thereof for the Serial Bonds and Term
Bonds, and in $5,000 Accreted Values at maturity for the Capital Appreciation Bonds or
in $5,000 multiples thereof, or such other denominations as shall be approved by the
Issuer in a Supplemental Ordinance; shall bear interest at such rate or rates not exceeding
the maximum rate allowed by State law, the actual rate to be approved by the governing
body of the Issuer prior to or upon the sale of the Bonds; such interest to be payable
semiannually at such times as are fixed by Supplemental Ordinance of the Issuer if Serial
Bonds or Term Bonds or payable at maturity if Capital Appreciation Bonds, and shall
mature annually on such date in such years and such amounts as will be fixed by
Supplemental Ordinance of the Issuer prior to or upon the sale of the Bonds; and may be
issued with variable, adjustable, convertible or other rates with original issue discounts
and as zero coupon bonds; all as the Issuer shall provide herein or hereafter by
Supplemental Ordinance.

Each Serial or Term Bond shall bear interest from the interest payment date next
preceding the date on which it is authenticated, unless authenticated on an interest
payment date, in which case it shall bear interest from such interest payment date, or,
unless authenticated prior to the first interest payment date, in which case it shall bear
interest from its date; provided, however, that if at the time of authentication, payment of
any interest which is due and payable has not been made, such Serial or Term Bond shall
bear interest from the date to which interest shall have been paid.
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current users of the water and sewer system that the Issuer authorizes the issuance of
Bonds for the constructing and acquiring of certain additions, extensions and
improvements to the Utility System as more particularly described herein.

The Issuer deems it necessary and in its best interest to provide for the
construction and improvement of the Utility System.

The costs associated with issuance of Bonds shall be deemed to include, but not
limited to, legal fees and expenses, engineering expenses, fiscal expenses, underwriting
fees and expenses, rating agency fees, expenses for estimates of costs and of revenues,
accounting expenses, municipal bond insurance premiums, surety policy premiums, if
applicable, costs of printing, fees and expenses for the escrow agent, fees and expenses
for the paying agent and registrar, fees and expenses for verification, accrued and
capitalized interest, provisions for reserves, and such other fees and expenses as may be
necessary or incidental for the financing herein authorized.

The principal of and interest and redemption premium on the Bonds and all
reserve and other payments shall be payable solely from the Pledged Revenues. The
Issuer shall never be required to levy ad valorem taxes on any real or personal property
therein to pay the principal of and interest on the Bonds herein authorized or to make any
other payments provided for herein. The Bonds shall not constitute a lien upon any
properties owned by or located within the boundaries of the Issuer or upon any property
other than the Pledged Revenues.

The Pledged Revenues should be sufficient to pay all principal of and interest and
redemption premium on the Bonds to be issued hereunder, as the same become due, and
to make all required deposits or payments required by this Ordinance.

It is the intention of the Issuer to adopt this Ordinance to establish the general
terms of the Bonds with the specific terms of each Series of Bonds to be determined
pursuant to the provision of various Supplemental Ordinances to be hereafter enacted by
the Issuer. While the purpose of this Ordinance is to establish general terms of the
Bonds, it is recognized that new, innovative and beneficial methods of financing may
exist or may be developed in future years which are not specifically authorized by this
Ordinance. Because of such fact, it is the intention of the Issuer that the amendment
provisions contained herein be broadly interpreted in order to provide the broadest
possible financing alternatives for the Issuer for so long as the security of the Holders of
any Bonds then Outstanding shall not be impaired.

Section 4: Authorization of the Project. There is hereby authorized the Project.

Section 5: This ordinance to constitute contract. In consideration of the
acceptance of the Bonds authorized to be issued hereunder by those who shall hold the
same from time to time, this Ordinance shall be deemed to be and shall constitute a
contract between the Issuer and such Holders. The covenants and agreements herein set
forth to be performed by the Issuer shall be for the equal benefit, protection and security
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Each Capital Appreciation Bond shall bear interest only at maturity or upon
redemption prior to maturity in the amount determined by reference to the Accreted
Value.

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

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

Section 8: Execution of bonds. The Bonds shall be signed by, or bear the
facsimile signature of the Mayor and shall be attested by, or bear the facsimile signature
of, the City Clerk, and a facsimile of the official seal of the Issuer shall be imprinted on
the Bonds. In case any officer whose signature or a facsimile of whose signature shall
appear on any Bonds shall cease to be such officer before the delivery of such Bonds,
such signature or such facsimile shall nevertheless be valid and sufficient for all purposes
the same as if such person remained in office until such delivery. Any Bond may bear
the facsimile signature of or may be signed by such persons who, at the actual time of the
execution of such Bond, shall be the proper officers to sign such Bonds although, at the
date of such Bond, such persons may not have been such officers.

Section 9: Authentication of bonds. Only such of the Bonds as shall have
endorsed thereon a certificate of authentication substantially in the form hereinbelow set
forth, duly executed by the Registrar, as authenticating agent, shall be entitled to any
benefit or security under this Ordinance. No Bond shall be valid or obligatory for any
purpose unless and until such certificate of authentication shall have been duly executed
by the Registrar, and such certificate of the Registrar upon any such Bond shall be
conclusive evidence that such Bond has been duly authenticated and delivered under this
Ordinance. The Registrar's certificate of authentication on any Bond shall be deemed to
have been duly executed if signed by an authorized officer of the Registrar, but it shall
not be necessary that the same officer sign the certificate of authentication of all of the
Bonds that may be issued hereunder at any one time.
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Section 10: Exchange of bonds. Any Bonds, upon surrender thereof at the
designated corporate trust office of the Registrar, together with an assignment duly
executed by the Bondholder or his attorney or legal representative in such form as shall
be satisfactory to the Registrar, may, at the option of the Bondholder, be exchanged for
an aggregate principal amount of Bonds of the same Series equal to the principal amount
of the Bond or Bonds so surrendered. The Registrar shall make provision for the
exchange of Bonds at the designated corporate trust office of the Registrar.

Section 11: Negotiability, Registration and Transfer of Bonds. The Registrar
shall keep books for the registration of and for the registration of transfers of Bonds as
provided in this Ordinance. The transfer of any Bonds may be registered only upon such
books and only upon surrender thereof to the Registrar together with an assignment duly
executed by the Bondholder or his attorney or legal representative in such form as shall
be satisfactory to the Registrar. Upon any such registration of transfer, the Issuer shall
execute and the Registrar shall authenticate and deliver in exchange for such Bond, a new
Bond or Bonds registered in the name of the transferee, and in an aggregate principal
amount equal to the principal amount of such Bond or Bonds so surrendered and of the
same Series.

In all cases in which Bonds shall be exchanged, the Issuer shall execute and the
Registrar shall authenticate and deliver, at the earliest practicable time, a new Bond or
Bonds of the same type (e.g., Serial Bonds will be exchanged for Serial Bonds and
Capital Appreciation Bonds will be exchanged for Capital Appreciation Bonds) and of
the same Series in accordance with the provisions of this Ordinance. All Bonds
surrendered in any such exchange or registration of transfer shall forthwith be canceled
by the Registrar. The Issuer or the Registrar may make a charge for every such exchange
or registration of transfer of Bonds sufficient to reimburse it for any tax or other
governmental charge required to be paid with respect to such exchange or registration of
transfer, but no other charge shall be made to any Bondholder for the privilege of
exchanging or registering the transfer of Bonds under the provisions of this Ordinance.
Neither the Issuer nor the Registrar shall be required to make any such exchange,
registration or transfer of Bonds after the Record Date.

Section 12: Ownership of bonds. The person in whose name any Bond shall be
registered shall be deemed and regarded as the absolute owner thereof for all purposes,
and payment of or on account of the principal or redemption price of any such Bond, and
the interest on any such Bonds shall be made only to or upon the order of the registered
owner thereof or his legal representative. All such payments shall be valid and effectual
to satisfy and discharge the liability upon such Bond including the premium, if any, and
interest thereon to the extent of the sum or sums so paid.

Section 13: Bonds mutilated, destroyed, stolen or lost. In case any Bond shall
become mutilated, or be destroyed, stolen or lost, the Issuer may, in its discretion, cause
to be executed, and the Registrar shall authenticate and deliver, a new Bond of like date
and tenor as the Bond so mutilated, destroyed, stolen or lost (e.g., Serial Bonds shall be
issued in exchange for Serial Bonds and Capital Appreciation Bonds shall be issued in
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Official notice of redemption having been given as aforesaid, the Bonds or
portions of Bonds to be redeemed shall, on the redemption date, become due and payable
at the redemption price therein specified, and from and after such date (unless the Issuer
shall default in the payment of the redemption price) such Bonds or portions of Bonds
shall cease to bear interest. Upon surrender of such Bonds for redemption in accordance
with said notice, such Bonds shall be paid by the Registrar at the redemption price. Each
check or other transfer of funds issued by the Registrar for the purpose of the payment of
the redemption price of Bonds being redeemed shall bear the CUSIP number identifying,
by issue and maturity, the Bonds being redeemed with the proceeds of such check or
other transfer. Installments of interest due on or prior to the redemption date shall be
payable as herein provided for payment of interest. Upon surrender for any partial
redemption of any Bond, there shall be prepared for the Holder a new Bond or Bonds of
the same maturity in the amount of the unpaid principal of such partially redeemed Bond.
All Bonds which have been redeemed shall be canceled and destroyed by the Registrar
and shall not be reissued.

Section 15: Form of bonds. The text of the Bonds, together with the certificate
of authentication to be endorsed therein, shall be in substantially the following form, with
such omissions, insertions and variations as may be necessary, desirable, authorized or
permitted by this Ordinance or by any Supplemental Ordinance enacted prior to the
issuance of a Series of Bonds, or as may be necessary if the Bonds or a portion thereof
are issued as Capital Appreciation Bonds, Capital Appreciation Income Bonds, Option
Bonds, Variable Rate Bonds, or as may be necessary to comply with applicable laws,
rules and regulations of the United States and of the State in effect upon the issuance
thereof.
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exchange for Capital Appreciation Bonds) in exchange and substitution for such
mutilated Bond upon surrender and cancellation of such mutilated Bond or in lieu of and
substitution for the Bond destroyed, stolen or lost, and upon the Holder furnishing the
Issuer and the Registrar proof of his ownership thereof and satisfactory indemnity and
complying with such other reasonable regulations and conditions as the Issuer and the
Registrar may prescribe and paying such expenses as the Issuer and the Registrar may
incur. All Bonds so surrendered shall be canceled by the Issuer. If any of the Bonds
shall have matured or be about to mature, instead of issuing a substitute Bond, the Issuer
may pay the same, upon being indemnified as aforesaid, and if such Bond be lost, stolen
or destroyed, without surrender thereof.

Any such duplicate Bonds issued pursuant to this Section 13 shall constitute
original, additional contractual obligations on the part of the Issuer whether or not the
lost, stolen or destroyed Bonds be at any time found by anyone, and such duplicate Bonds
shall be entitled to equal and proportionate benefits and rights as to lien on and source
and security for payment from the funds, as hereinafter pledged, to the same extent as all
other Bonds issued hereunder.

Section 14: Provisions for redemption. The Bonds shall be subject to
redemption prior to their maturity, at the option of the Issuer, at such times and in such
manner as shall be fixed by Supplemental Ordinance of the Issuer prior to or at the time
of sale of such Series of Bonds. Notice of such redemption shall, at least thirty (30) days
prior to the redemption date, be filed with the Registrar, and mailed by the Registrar on
behalf of the Issuer, first class mail, postage prepaid, to all Holders of Bonds to be
redeemed at their addresses as they appear on the registration books hereinbefore
provided for on the Record Date, but failure to mail such notice to one or more Holders
of Bonds, or any defect therein, shall not affect the validity of the proceedings for such
redemption with respect to Holders of Bonds to which notice was duly mailed hereunder
and no defect occurred. Such notice shall also be sent to the registered securities
depositories and to the Electronic Municipal Market Access System (‘EMMA”). Each
such notice shall set forth the date fixed for redemption, the redemption price to be paid
and, if less than all of the Bonds of one maturity are to be called, the distinctive numbers
of such Bonds to be redeemed and, in the case of Bonds to be redeemed in part only, the
portion of the principal amount thereof to be redeemed.

Any notice of optional redemption given pursuant to this Section 14 may state
that it is conditional upon receipt by the Paying Agent of moneys sufficient to pay the
redemption price, plus interest accrued to the redemption date, or upon the satisfaction of
any other condition, or that it may be rescinded upon the occurrence of any other event,
and any conditional notice so given may be rescinded at any time before payment of such
redemption price and accrued interest if any such condition so specified is not satisfied or
if any such other event occurs. Notice of such rescission shall be given by the Paying
Agent to affected Holders of Bonds as promptly as practicable upon the failure of such
condition or the occurrence of such other event.
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[FORM OF BOND]

No.R-__
$
UNITED STATES OF AMERICA
STATE OF FLORIDA
COUNTY OF MIAMI-DADE
CITY OF HIALEAH
UTILITY SYSTEM REVENUE BONDS, SERIES

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

The City of Hialeah, Florida (hereinafter called the "Issuer") for value received,
hereby promises to pay to the order of the Registered Owner identified above or
registered assigns, as herein provided, on the Maturity Date identified above, upon the
presentation and surrender hereof at the designated corporate trust office of

N , Florida from the
sources hereinafter mentioned, the Principal Amount identified above in any coin or
currency of the United States of America which on the date of payment thereof is legal
tender for the payment of public and private debts, and to pay, solely from said sources,
to the Registered Owner hereof by wire transfer or check transmitted to the Registered
Owner at his address as it appears on the Bond registration books of the Issuer as it
appears on the 15th day of the calendar month preceding the applicable interest payment
date, interest on said Principal Amount at the Interest Rate per annum identified above on
each 1 and 1 commencing 1, from the
interest payment date next preceding the date of registration and authentication of this
Bond, unless this Bond is registered and authenticated as of an interest payment date, in
which case it shall bear interest from said interest payment date, or unless this Bond is
registered and authenticated prior to s , in which event this Bond shall
bear interest from

The Bonds of this issue shall be subject to redemption prior to their maturity at
the option of the Issuer.

(Insert Optional and/or Mandatory Redemption Provisions)

Notice of such redemption shall be given in the manner required by the Ordinance
described below.

This Bond is one of an authorized issue of Bonds in the aggregate principal
amount of § of like date, tenor and effect, except as to number, principal

{25000/004/00440983.DOCXv1)



ORDINANCE NO.
Page 21

amount, maturity, redemption provisions and interest rate, issued to
, all in full compliance with the Constitution and Statutes of the
State of Florida, including particularly [Chapter 159, Part I,] Chapter 166, Part II, Florida
Statutes, as amended, and Ordinance No. _ - duly enacted by the Issuer on
, 2010, as amended and supplemented (hereinafter collectively called the
"Ordinance") and is subject to all the terms and conditions of such Ordinance. All
capitalized undefined terms used herein shall have the meaning set forth in the
Ordinance.

This Bond is payable solely from and secured by a pledge of the Net Revenues of
the System levied and collected by the Issuer, [the Sewer System Capital Facilities Fees,
the Water System Capital Facilities Fees,] and the moneys in certain funds and accounts
created pursuant to the Ordinance (collectively, the "Pledged Revenues") in the manner
and to the extent provided in the Ordinance. Reference is made to the Ordinance for
more complete definition and description of the System and the Pledged Revenues.

This Bond does not constitute a general indebtedness of the Issuer within the
meaning of any constitutional, statutory or charter provision or limitation, and it is
expressly agreed by the Holder of this Bond that such Bondholder shall never have the
right to require or compel the exercise of the ad valorem taxing power of the Issuer or
taxation of any real or personal property therein for the payment of the principal of and
interest on this Bond or the making of any debt service fund, reserve or other payments
provided for in the Ordinance.

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

The Issuer has covenanted, in the Ordinance, to fix, establish, revise from time to
time whenever necessary, maintain and collect always such fees, rates, rentals and other
charges for the use of the products, services and facilities of the System which will
always provide, Net Revenues in each Fiscal Year sufficient to pay one hundred ten
percent (110%) of the Bond Service Requirement on all Outstanding Bonds in the
applicable Bond Year, or Net Revenues in each Fiscal Year sufficient to pay one hundred
five percent (105%) of the Bond Service Requirement on all Outstanding Bonds in the
applicable Bond Year; and Net Revenues, [Water System Capital Facilities Fees and
Sewer System Capital Facilities Fees] in each Fiscal Year sufficient to pay at least one
hundred twenty percent (120%) of the Bond Service Requirement on all Outstanding
Bonds in the applicable Bond Year.

In addition to compliance with either subparagraph (i) or (ii) above, such Net
Revenues in each Fiscal Year shall also be sufficient to provide one hundred percent
(100%) of the Bond Service Requirement on all Outstanding Bonds in the applicable
Bond Year, any amounts required by the terms hereof to be deposited into the Reserve
Fund or with any Credit Facility Issuer as a result of a withdrawal from the Reserve
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CERTIFICATE OF AUTHENTICATION

This Bond is one of the Bonds issued under the provisions of the within
mentioned Ordinance.

Registrar, as Authenticating Agent
Date of Authentication:

By: (manual or facsimile)
Authorized Officer

ATTEST:

(manual or facsimile)
Authorized Officer

ASSIGNMENT AND TRANSFER

For value received the undersigned hereby sells, assigns and transfers unto
(Please insert Social Security or other identifying number of transferee)
the attached bond of the City of Hialeah, Florida, and does
hereby constitute and appoint, , attorney, to transfer the said
Bond on the books kept for Registration thereof, with full power of substitution in the
premises.

Date:

Signature Guaranteed by

[member firm of the New York
Stock Exchange or a commercial bank or a
trust company. ]

NOTICE: No transfer will be registered
and no new Bonds will be issued in the
name of the transferee, unless the signature
to this assignment corresponds with the
name as it appears upon the face of the
within Bond in every particular, without
alteration or enlargement or any change
whatever and the Social Security or Federal
Employer Identification Number of the
transferee is supplied.

By: manual or facsimile)

Authorized Officer

[END OF FORM OF BOND]
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Fund, the Renewal, Replacement and Improvement Fund and debt service on other
obligations payable from the Revenues of the System, and other payments, and all
allocations and applications of revenues herein required in such Fiscal Year.

Net Revenues will not be reduced so as to render them insufficient to provide
revenues for the purposes provided therefor by the Ordinance. Nothing in the Ordinance
will obligate the Issuer to impose Sewer System Capital Facilities Fees or Water System
Capital Facilities Fees.

The Issuer has entered into certain further covenants with the Holders of the
Bonds of this issue for the terms of which reference is made to the Ordinance.

It is certified that this Bond is authorized by and is issued in conformity with the
requirements of the Constitution and Statutes of the State of Florida.

This Bond is and has all the qualities and incidents of a negotiable instrument
under Article 8 of the Uniform Commercial Code, the State of Florida, Chapter 678,
Florida Statutes, as amended.

The transfer of this Bond is registrable by the Bondholder hereof in person or by
his attorney or legal representative at the designated corporate trust office of the Registrar
but only in the manner and subject to the conditions provided in the Ordinance and upon
surrender and cancellation of this Bond.

This Bond shall not be valid or become obligatory for any purpose or be entitled
to any benefit or security under the Ordinance until it shall have been authenticated by
the execution by the Registrar of the certificate of authentication endorsed hereon.

IN WITNESS WHEREOF, the City of Hialeah, Florida, has issued this Bond and
has caused the same to be signed by the Mayor and countersigned and attested to by the
City Clerk (the signatures of the Mayor and the City Clerk being authorized to be
facsimiles of such officers' signatures), and its seal or facsimile thereof to be affixed,
impressed, imprinted, lithographed or reproduced hereon, all as of the day of

CITY OF HIALEAH, FLORIDA

(SEAL)
(manual or facsimile)

Mayor
ATTESTED AND COUNTERSIGNED:

(manual or facsimile)

City Clerk
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Section 16: Creation of funds. There are hereby created and established the
following funds and accounts, which funds and accounts shall be trust funds held by the
Finance Director for the purposes herein provided and used only in the manner herein
provided:

(A) The "City of Hialeah Utility System Revenue Fund" (hereinafter
sometimes called the "Revenue Fund") to be held by the Issuer and to the credit of which
deposits of Gross Revenues shall be made as required by Section 20(A) hereof.

(B)  The "City of Hialeah Utility System Bond Service Fund" (hereinafter
sometimes called the "Bond Service Fund") to be held by the Issuer and to the credit of
which deposits shall be made as required by Section 20(B)(1) hereof. In such fund there
shall be maintained the following accounts: the Principal Account, the Interest Account,
the Parity Contract Obligation Account and the Redemption Account.

(C) The "City of Hialeah Utility System Reserve Fund" (hereinafter
sometimes called the "Reserve Fund") to be held by the Issuer and to the credit of which
deposits shall be made as required by Section 20(B)(2) hereof.

(D)  The "City of Hialeah Utility System Subordinated Debt Service Fund"
(hereinafter sometimes called the "Subordinated Debt Service Fund") to be held by the
Issuer and to the credit of which deposits shall be made as required by Section 20(B)(3)
hereof.

(E)  The "City of Hialeah Utility System Renewal, Replacement and
Improvement Fund" (hereinafter sometimes called the "Renewal, Replacement and
Improvement Fund") to be held by the Issuer and to the credit of which deposits shall be
made as required by Section 20(B)(4) hereof.

(F)  The "City of Hialeah Utility System Project Fund" (hereinafter sometimes
called the "Project Fund") to be held by the Issuer and to the credit of which deposits
shall be made as required by Section 17 hereof. Within such fund there shall be created,
established and maintained separate accounts for each Series of Bonds and furthermore
be created, established and maintained separate accounts for capitalized interest funded
from the proceeds of any Series of Bonds.

(G) The "City of Hialeah Sewer System Capital Facilities Fees Fund"
(hereinafter sometimes called the "Sewer System Capital Facilities Fees Fund") to be
held by the Issuer and to the credit of which deposits shall be made as required by
Section 20(R) hereof.

(H) The "City of Hialeah Water System Capital Facilities Fees Fund"
(hereinafter sometimes called the "Water System Capital Facilities Fees Fund") to be held
by the Issuer and to the credit of which deposits shall be made as required by Section
20(S) hereof.
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I The "City of Hialeah Rate Stabilization Fund” (hereinafter sometimes
called the "Rate Stabilization Fund ") to be held by the Issuer and to the credit of which
deposits shall be made as required by Section 20 (T) hereof.

) The "City of Hialeah Surplus Fund” (hereinafter sometimes called the
"Surplus Fund ") to be held by the Issuer and to the credit of which deposits shall be
made as required by Section 20 (B)(5) hereof.

The Revenue Fund, the Bond Service Fund (including the accounts therein), the
Reserve Fund, the Renewal, Replacement and Improvement Fund, the Project Fund, the
Sewer System Capital Facilities Fees Fund, the Water System Capital Facilities Fees
Fund, the Rate Stabilization Fund, the Surplus Fund and any other special funds herein
established and created shall be deemed to be held in trust for the purposes provided
herein for such funds. The money in all such funds shall be continuously secured in the
same manner as state and municipal deposits are authorized to be secured by the laws of
the State of Florida.

Section 17: Application of bond proceeds. The proceeds, including accrued
interest and premium, if any, received from the sale of the Bonds shall be applied by the
Issuer simultaneously with the delivery of such Series of Bonds to the purchaser thereof,
as provided in a Supplemental Ordinance authorizing the issuance of such Series of
Bonds.

Section 18: Disbursements from Project Fund. Moneys on deposit from time
to time in the Project Fund shall be used to pay or reimburse the following Project Costs:

(A)  Costs incurred directly or indirectly for or in connection with a Project or
a proposed or future Project or acquisition including, but not limited to, those for
preliminary planning and studies, architectural, legal, financial, engineering and
supervisory services, labor, services, materials, equipment, accounts receivable,
acquisitions, land, rights-of-way, improvements and installation;

(B)  Premiums attributable to all insurance required to be taken out and
maintained during the period of construction with respect to a Project to be acquired or
constructed, the premium on each surety bond, if any, required with respect to work on
such facilities, and taxes, assessments and other charges hereof that may become payable
during the period of construction with respect to such a Project;

(C)  Costs incurred directly or indirectly in seeking to enforce any remedy
against a contractor or subcontractor in respect of any default under a contract relating to
a Project or costs incurred directly or indirectly in defending any claim by a contractor or
subcontractor with respect to a Project;

(D)  Financial, legal, accounting, appraisals, title evidence and printing and
engraving fees, charges and expenses, and all other such fees, charges and expenses
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related Qualified Agreement) an irrevocable lien on the Pledged Revenues, prior and
superior to all other liens or encumbrances on such Pledged Revenues and the Issuer does
hereby irrevocably pledge such Pledged Revenues to the payment of the principal of,
redemption premium, if any, and interest on the Bonds and any Parity Contract
Obligation, for the reserves therefor and for all other payments required hereunder. Such
amounts hereby pledged and assigned shall immediately be subject to the lien of this
pledge without any further physical delivery thereof or any further act, and the lien of this
pledge shall be valid and binding as against all parties having claims of any kind in tort,
contract or otherwise against the Issuer, irrespective of whether such parties have notice
thereof.

Section 20: Covenants of the issuer. For so long as any of the principal of and
interest on any of the Bonds shall be outstanding and unpaid or until the Issuer has made
provision for payment of principal, interest and redemption premiums, if any, with
respect to the Bonds, as provided herein, the Issuer covenants with the Holders of any
and all Bonds as follows:

(A)  REVENUE FUND. All Gross Revenues of the System shall, upon receipt
thereof, be deposited in the Revenue Fund. All deposits into such Revenue Fund shall be
deemed to be held in trust for the purposes herein provided and used only for the
purposes and in the manner herein provided.

(B)  DISPOSITION OF REVENUES. All Net Revenues in the Revenue Fund,
after payment of Cost of Operation and Maintenance of the System, shall be disposed of
monthly, but not later than the twenty-fifth (25th) day of each month commencing in the
month immediately following the delivery of the Bonds only in the following manner and
the following order of priority:

(1) The Issuer shall first deposit into the Bond Service Fund and credit
to the following accounts, in the following order (except that payments into the Interest
Account and the Parity Contract Obligations Account shall be on parity with each other,
and the payments into the Principal Account and the Redemption Account shall be on a
parity with each other), the following identified sums:

(a) Interest Account: Taking into account actual and anticipated
earnings in the Interest Account of the Bond Service Fund within the current Bond Year,
such sum as will be sufficient to pay one-sixth (1/6th) of all interest coming due on all
Outstanding Bonds on the next interest payment date; provided, however, that monthly
deposits of interest, or portions thereof, shall not be required to be made to the extent that
money on deposit within such Interest Account is sufficient for such purpose. In the
event the Issuer has issued Variable Rate Bonds pursuant to the provisions hereof, Net
Revenues shall be deposited at such other or additional times and amounts as necessary to
pay any interest coming due on such Variable Rate Bonds on the next interest payment
date, all in the manner provided in a Supplemental Ordinance of the Issuer. Any monthly
payment out of Net Revenues to be deposited as set forth above, for the purpose of
meeting interest payments for any Series of Bonds, shall be adjusted, as appropriate, to
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incurred in connection with the authorization, sale, issuance and delivery of such Series
of Bonds;

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

(F)  Any other incidental and necessary costs including without limitation any
expenses, fees and charges relating to the acquisition, construction or installation of a
Project, and the making of extraordinary repairs, renewals and replacements,
decommissioning or retirement of any portion of the System, including the cost of
temporary employees of the Issuer retained to carry out duties in connection with the
acquisition, construction or erection of a Project and costs related to transition of such
Project into ownership by the Issuer;

(G)  Costs incurred directly or indirectly in placing any Project in operation in
order that completion of such Project may occur;

(H)  Costs of acquiring an existing utility system from a Person, including but
not limited to the costs relating to any real estate transaction related thereto;

@ Any other costs relating to the System authorized pursuant to a
Supplemental Ordinance of the Issuer and permitted under the laws of the State subject to
the prior written approval of Bond Counsel; and

J) Reimbursements to the Issuer for any of the above items hereinbefore paid
by or on behalf of the Issuer, to the extent deemed advisable by Bond Counsel.

Notwithstanding anything else in this Ordinance to the contrary, in the Event of
Default, the trustee acting for the Holders of Bonds shall, to the extent there are no other
available funds held hereunder, use the remaining funds in the Project Fund to pay
principal and interest on the Series of Bonds to which such funds relate and were
provided by.

Section 19: Special obligations of issuer. The Bonds and any Parity Contract
Obligations shall not be or constitute general obligations or indebtedness of the Issuer as
"bonds" within the meaning of the Constitution of the State, but shall be payable solely
from and secured by a first lien upon and a pledge of the Pledged Revenues as herein
provided. No Holder or Holders of any Bonds issued hereunder or Qualified Agreement
Provider shall ever have the right to compel the exercise of the ad valorem taxing power
of the Issuer or taxation in any form of any real or personal property therein, or to compel
the Issuer to pay such principal and interest from any other funds of the Issuer.

The payment of principal of and interest on the Bonds and any Parity Contract
Obligation shall be secured forthwith equally and ratably by, and the Issuer hereby grants
to the Bondholders and any Qualified Agreement Provider (to the extent set forth in the
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reflect the frequency of interest payment dates applicable to such Series. Moneys in the
Interest Account may be used only for the purposes set forth in this paragraph (a).

(b) Parity Contract Obligations Account: Taking into account the
actual and anticipated earnings in the Parity Contract Obligations Account in the Bond
Service Fund within the current Bond Year, a pro rata estimated amount necessary to
build up over time the amount of any Parity Contract Obligation which will next be due
and payable or reasonably expected to be due and payable under any Qualified
Agreement on the next payment date thereunder; provided, however, that the monthly
amount to be so deposited may be adjusted, as appropriate, to reflect the frequency of
payment dates thereunder (e.g., if such Parity Contract Obligations are required to be paid
semi-annually, the Issuer shall be required to monthly deposit an amount which is
estimated to equal one-sixth (1/6th) of the next such payment). Moneys in the Parity
Contract Obligations Account may be used only for the purposes set forth in this
paragraph (b).

(c) Principal Account: Taking into account actual and anticipated
earnings in the Principal Account of the Bond Service Fund within the current Bond
Year, such sum as will be sufficient to pay one-twelfth (1/12th) of the principal amount
of the Outstanding Bonds which will mature and become due on such annual maturity
dates beginning the month which is twelve (12) months prior to the first principal
maturity date; provided, however, that monthly deposits for principal, or portions thereof,
shall not be required to be made to the extent that money on deposit within such Principal
Account is sufficient for such purpose. Any monthly payment out of Net Revenues to be
deposited as set forth above, for the purpose of meeting principal payments for any Series
of Bonds, shall be adjusted, as appropriate, to reflect the frequency of principal payment
dates applicable to such Series. Moneys in the Principal Account may be used only for
the purposes set forth in this paragraph (c).

(d) Redemption Account: Taking into account actual and anticipated
earnings in the Redemption Account of the Bond Service Fund within the current Bond
Year, such sum as will be sufficient to pay one-twelfth (1/12th) of any Amortization
Installment established for the mandatory redemption of Outstanding Bonds on such
annual maturity date beginning the month which is twelve (12) months prior to the first
Amortization Installment date; provided, however, that monthly deposits into the
Redemption Account, or portions thereof, shall not be required to be made to the extent
that money on deposit in the Redemption Account is sufficient for such purpose. Any
monthly payment out of Net Revenues to be deposited as set forth above, for the purpose
of meeting Amortization Installments for any Series of Bonds, shall be adjusted, as
appropriate, to reflect the frequency of dates established for Amortization Installments
applicable to such Series. The moneys in the Redemption Account shall be used solely
for the purchase or redemption of the Term Bonds payable therefrom. The Issuer may at
any time purchase any of said Term Bonds at prices not greater than the then redemption
price of said Term Bonds. If the Term Bonds are not then redeemable prior to maturity,
the Issuer may purchase said Term Bonds at prices not greater than the redemption price
of such Term Bonds on the next ensuing redemption date. If Term Bonds are so
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purchased by the Issuer, the Issuer shall credit the account of such purchased Term Bonds
against any current Amortization Installment to be paid by the Issuer. If the Issuer shall
purchase or call for redemption in any year Term Bonds in excess of the Amortization
Installment requirement for such year, such excess of Term Bonds so purchased or
redeemed shall be credited in such manner and at such times as the Issuer shall
determine. Moneys in the Redemption Account in the Debt Service Fund may be used
only for the purposes set forth in this paragraph (d).

2) To the extent that the amounts on deposit in the Reserve Fund are
less than the Reserve Requirement, the Issuer shall next make deposits into the Reserve
Fund in the manner described below from moneys remaining in the Revenue Fund. Any
withdrawals from the Reserve Fund shall be subsequently restored from the first moneys
available in the Revenue Fund, after all required current payments for Cost of Operation
and Maintenance as set forth above and all current applications and allocations to the
Bond Service Fund, including all deficiencies for prior payments have been made in full.
Notwithstanding the foregoing, in case of withdrawal from the Reserve Fund, in no event
shall the Issuer be required to deposit into the Reserve Fund an amount greater than that
amount necessary to ensure that the difference between the Reserve Requirement and the
amounts on deposit in the Reserve Fund on the date of calculation shall be restored not
later than sixty (60) months after the date of such deficiency (assuming equal monthly
payments into the Reserve Fund for such sixty (60) month period).

Upon the issuance of any Additional Parity Obligations under the terms,
limitations and conditions as herein provided, the Issuer may, on the date of delivery of
such Additional Parity Obligations, increase the sum required to be accumulated and
maintained on deposit in the Reserve Fund to be at least equal to the Reserve
Requirement on all Outstanding Bonds including the Additional Parity Obligations then
issued. Such required sum may be paid in full or in part from the proceeds of such
Additional Parity Obligations or may be accumulated in equal monthly payments to the
Reserve Fund over a period of months from the date of issuance of the Additional Parity
Obligations, which shall not exceed the greater of (a) twelve (12) months, or (b) the
number of months for which interest on such Additional Parity Obligations has been
capitalized, as determined by Supplemental Ordinance. In the event moneys in the
Reserve Fund are accumulated as provided above, (i) the amount in said Reserve Fund on
the date of delivery of the Additional Parity Obligations shall not be less than the Reserve
Requirement on all Bonds Outstanding (excluding the Additional Parity Obligations) on
such date, and (ii) the incremental difference between the Reserve Requirement on all
Bonds Outstanding (excluding the Additional Parity Obligations) on the date of delivery
of the Additional Parity Obligations and the Reserve Requirement on all such Bonds and
the Additional Parity Obligations shall be fifty percent (50%) funded upon delivery of the
Additional Parity Obligations.

The Issuer may also establish a separate subaccount in the Reserve Fund for any
Series of Bonds and provide a pledge of such subaccount to the payment of such Series of
Bonds apart from the pledge provided herein. To the extent a Series of Bonds is secured
separately by a subaccount of the Reserve Fund, the Holders of such Bonds shall not be
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on which such payment is due, and shall take all action to cause such issuer to provide
moneys sufficient to pay all amounts due on such interest payment date.

The Issuer may evidence its obligation to reimburse the issuer of any Reserve
Fund Letter of Credit or Reserve Fund Insurance Policy by executing and delivering a
reimbursement agreement therefore which evidences a Reimbursement Obligation;
provided, however, any reimbursement agreement (1) shall not be or create a general
obligation of the Issuer the payment of which is secured by the full faith and credit or
taxing power of the Issuer, and (2) shall be payable or obligate the Issuer to pay solely
from the Pledged Revenues in a manner which is not inconsistent with the terms hereof.

Notwithstanding anything herein to the contrary, Reimbursement Obligations
relating to a Reserve Fund Insurance Policy or Reserve Fund Letter of Credit for any
fees, expenses, claims or draws upon such Reserve Fund Insurance Policy or Reserve
Fund Letter of Credit shall be subordinate to the payment of debt service on the Bonds
and to the payment of Parity Contract Obligations. The right of the issuer of a Reserve
Fund Insurance Policy or Reserve Fund Letter of Credit to payment of reimbursement of
its fees and expenses shall be subordinated to cash replenishment of the Reserve Fund,
and subject to the second succeeding sentence, its right to reimbursement for claims or
draws shall be prior to the replenishment of the cash drawn from the Reserve Fund. The
Reserve Fund Insurance Policy or Reserve Fund Letter of Credit shall provide for a
revolving feature under which the amount available thereunder will be reinstated to the
extent of any reimbursement of draws or claims paid. If the revolving feature is
suspended or terminated for any reason, the right of the issuer of the Reserve Fund
Insurance Policy or Reserve Fund Letter of Credit reimbursement will be further
subordinated to cash replenishment of the Reserve Fund to an amount equal to the
difference between the full original amount available under the Reserve Fund Insurance
Policy or Reserve Fund Letter of Credit and the amount then available for further draws
or claims. If (1) the issuer of a Reserve Fund Insurance Policy or Reserve Fund Letter of
Credit becomes insolvent or (2) the issuer of a Reserve Fund Insurance Policy or Reserve
Fund Letter of Credit defaults in its payment obligations thereunder, the obligation to
reimburse the issuer of the Reserve Fund Insurance Policy or Reserve Fund Letter of
Credit shall be subordinate to the cash replenishment of the Reserve Fund.

If any Reserve Fund Letter of Credit or Reserve Fund Insurance Policy shall
terminate prior to the stated expiration date thereof, the Issuer agrees that it shall fund the
Reserve Fund over a period not to exceed twelve (12) months during which it shall make
consecutive equal monthly payments in order that the amount on deposit in the Reserve
Fund shall equal the Reserve Requirement; provided, the Issuer may obtain a new
Reserve Fund Letter of Credit or a new Reserve Fund Insurance Policy in lieu of making
the payments required by this paragraph.

Moneys in the Reserve Fund and subaccounts therein shall be used only for the
purpose of the payment of Amortization Installments, principal of, or interest on the
Outstanding Bonds secured thereby when the other moneys allocated to the Bond Service
Fund are insufficient therefor, and for no other purpose.
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secured by any other moneys in the Reserve Fund. Moneys in a separate subaccount of
the Reserve Fund shall be maintained at the Reserve Requirement applicable to such
Series of Bonds secured by the subaccount; provided the Supplemental Ordinance
authorizing such Series of Bonds may establish the Reserve Requirement relating to such
separate subaccount of the Reserve Fund at such level as the Issuer deems appropriate.
Moneys shall be deposited in the separate subaccounts in the Reserve Fund on a pro-rata
basis. In the event the Issuer shall maintain a Reserve Fund Insurance Policy or Reserve
Fund Letter of Credit and moneys in the Reserve Fund or any subaccount therein, the
moneys shall be used prior to making any disbursements under such Reserve Fund
Insurance Policy or Reserve Fund Letter of Credit.

Notwithstanding the foregoing, in lieu of or in substitution for the required
deposits into the Reserve Fund, the Issuer may cause to be deposited into the Reserve
Fund a Reserve Fund Insurance Policy and/or a Reserve Fund Letter of Credit in an
amount equal to the difference between the Reserve Requirement and the sums then on
deposit in the Reserve Fund plus the amounts to be deposited therein pursuant to the
preceding paragraph.

In the event the Reserve Fund contains both a Reserve Fund Insurance Policy or
Reserve Fund Letter of Credit and cash, the cash shall be drawn down completely prior to
any draw on the Reserve Fund Insurance Policy or Reserve Fund Letter of Credit. In the
event more than one Reserve Fund Insurance Policy or Reserve Fund Letter of Credit is
on deposit in the Reserve Fund, amounts required to be drawn thereon shall be done on a
pro-rata basis calculated by reference to the maximum amounts available thereunder.
The Issuer agrees to pay all Reimbursement Obligations in regard to any Reserve Fund
Insurance Policy or Reserve Fund Letter of Credit from the Pledged Revenues. Pledged
Revenues shall be applied in accordance with this Section 20(B)(2), on a pro-rata basis,
to pay Reimbursement Obligations to the issuer of the Reserve Fund Insurance Policy or
Reserve Fund Letter of Credit for amounts advanced under such instruments, replenish
any cash deficiencies in the Reserve Fund, and to pay the issuer of the Reserve Fund
Insurance Policy or Reserve Fund Letter of Credit interest on amounts advanced under
such instruments. Notwithstanding anything herein to the contrary, this Ordinance shall
not be discharged or defeased while any Reimbursement Obligations are owing in regard
to a Reserve Fund Insurance Policy or Reserve Fund Letter of Credit on deposit in the
Reserve Fund.

If five (5) days prior to an interest payment date, principal payment date or date
an Amortization Installment is due or such other period of time as shall be established
pursuant to a Supplemental Ordinance, the Issuer shall determine that a deficiency exists
in the amount of moneys available to pay in accordance with the terms hereof interest,
principal or Amortization Installment due on the Bonds on such date, the Issuer shall
immediately notify (1) the issuer of the applicable Reserve Fund Insurance Policy and/or
the issuer of the Reserve Fund Letter of Credit and submit a demand for payment
pursuant to the provisions of such Reserve Fund Insurance Policy and/or Reserve Fund
Letter of Credit, and (2) the Paying Agent of the amount of such deficiency and the date

{25000/004/00440983.DOCXv1)

ORDINANCE NO.
Page 32

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

3) From the moneys remaining in the Revenue Fund, the Issuer shall
next deposit into the Subordinated Debt Service Fund an amount required to be paid as
provided in the ordinance or agreement of the Issuer authorizing such Subordinated Debt,
but for no other purposes.

“) The Issuer shall next apply and deposit monthly from the moneys
remaining on deposit in the Revenue Fund into the Renewal, Replacement and
Improvement Fund, an amount at least equal to one-twelfth (1/12th) of five percent (5%)
of the Gross Revenues received during the immediately preceding Fiscal Year. The
moneys in the Renewal, Replacement and Improvement Fund shall be used only for the
purpose of paying the cost of extensions, enlargements or additions to, or the replacement
of capital assets of the System or emergency repairs or extraordinary repairs thereto. No
further deposits shall be required to be made into the Renewal, Replacement and
Improvement Fund when there shall be on deposit therein an amount equal to or greater
than one percent (1%) of the gross book value of the fixed assets of the System pursuant
to generally accepted accounting principles, or such other amount as may be determined
from time to time by the Consulting Engineer. Funds on hand in the Renewal,
Replacement and Improvement Fund may be used to pay current Cost of Operation and
Maintenance to the extent moneys on deposit in the Revenue Fund are insufficient for
such purposes. The moneys on deposit in such fund may also be used to supplement the
Reserve Fund, if necessary, in order to prevent a default in the payment of the principal
and interest on the Bonds.

5) The balance of any moneys remaining in the Revenue Fund after
the above required payments have been made shall be deposited into the Surplus Fund
and may be used for any lawful purpose of the Issuer; provided, however, that none of
such moneys shall be used for any purposes other than those hereinabove specified unless
all current payments, including any deficiencies for prior payments, have been made in
full and unless the Issuer shall have complied fully with all the covenants and provisions
of this Ordinance.

(C) INVESTMENTS. Moneys in any fund or account created
hereunder may be invested and reinvested in Permitted Investments which mature not

{25000/004/00440983.DOCXv1)



ORDINANCE NO.
Page 33

later than the dates on which the moneys on deposit therein will be needed for the
purpose of such fund. All income on such investments, except as otherwise provided,
shall be deposited in the respective funds and accounts from which such investments
were made and be used for the purposes thereof unless and until the maximum required
amount (or, with respect to the Project Fund, the amount required to acquire, construct
and erect the Project) is on deposit therein, and thereafter shall be deposited in the
Revenue Fund.

In determining the amount of any of the payments required to be made pursuant to
this Section 20(C), credit may be given for all investment income accruing to the
respective funds and accounts described herein, except as otherwise provided.

The cash required to be accounted for in each of the funds and accounts described
in Section 20(B) may be deposited in a single bank account, provided that adequate
accounting records are maintained to reflect and control the restricted allocation of the
cash on deposit therein for the various purposes of such funds and accounts as herein
provided. The designation and establishment of the various funds in and by this
Ordinance shall not be construed to require the establishment of any completely
independent, self-balancing funds as such term is commonly defined and used in
governmental accounting, but rather is intended solely to constitute an earmarking of
certain revenues and assets of the System for certain purposes and to establish certain
priorities for application of such revenues and assets as herein provided.

The Issuer may at any time and from time to time appoint one or more
depositaries to hold, for the benefit of the Bondholders, any one or more of the funds,
accounts and subaccounts established hereby. Such depository or depositaries shall
perform at the direction of the Issuer the duties of the Issuer in depositing, transferring
and disbursing moneys to and from each of such funds and accounts as herein set forth,
and all records of such depositary in performing such duties shall be open at all
reasonable times to inspection by the Issuer and its agent and employees. Any such
depositary shall be a bank or trust company duly authorized to exercise corporate trust
powers and subject to examination by federal or state authority, of good standing, and
having a combined capital, surplus and undivided profits aggregating not less than fifty
million dollars ($50,000,000).

(D) OPERATION AND MAINTENANCE. The Issuer will maintain the
System and all parts thereof in good condition and will operate the same in an efficient
and economical manner, making such expenditures for equipment and for renewals,
repairs and replacements as may be proper for the economical operation and maintenance
thereof.

(E) RATE COVENANT. The Issuer will fix, establish, revise from time to
time whenever necessary, maintain and collect always such fees, rates, rentals and other
charges for the use of the products, services and facilities of the System which will
always provide,
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first in the Bond Service Fund and then in the Subordinated Debt Service Fund
and shall be used only for the purpose of paying Parity Contract Obligations, and
paying the principal of and interest on the Bonds and Subordinated Debt as the
same shall become due, or the redemption of callable Bonds and Subordinated
Debt, or the purchase of Bonds and Subordinated Debt at a price not greater than
the redemption price of said Bonds and Subordinated Debt, or, if the Bonds or
Subordinated Debt are not then redeemable prior to maturity, at prices not greater
than the redemption price of such Bonds or Subordinated Debt on the next
ensuing redemption date.

(i)  The foregoing provision notwithstanding, the Issuer shall have and
hereby reserves the right to sell, lease, exchange or otherwise dispose of any of
the tangible property or ownership interest in tangible property comprising a part
of the System in the following manner, if any one of the following conditions
exist: (a) such property is not necessary for the operation of the System or
(b) such property is not useful in the operation of the System or (c) such property
is not profitable in the operation of the System.

Prior to any sale, lease, exchange or other disposition of said property:

1) if the amount to be received therefor is not in excess of one-half
(1/2) of one percentum (1%) of the value of the gross plant investment in the System, the
officer of the Issuer charged with the normal acquisition, construction, operation,
maintenance and repair of the portion of the System for which disposition is sought, may
determine that such property comprising a part of such System is either no longer
necessary, useful or profitable in the operation thereof.

2 if the amount to be received therefor is in excess of one-half (1/2)
of one percentum (1%) of the value of the gross plant investment in the System, the
officer of the Issuer charged with the normal acquisition, construction, operation,
maintenance and repair of the portion of the System for which disposition is sought and
the Consulting Engineer shall each first make a finding in writing determining that such
property comprising a part of such System is either no longer necessary, useful or
profitable in the operation thereof, and the Issuer shall, by resolution duly adopted,
approve and concur in the finding of such authorized officer and the Consulting Engineer.

The net proceeds realized from such disposal of a part of the System shall be
deposited in the Renewal, Replacement and Improvement Fund to the extent necessary to
make the amount on deposit therein equal to the amount then required to be on deposit
therein; and any additional moneys not needed for said fund shall be used for any capital
expenditures in connection with the System or the purchase or redemption of Outstanding
Bonds.

(i) Notwithstanding any other provision of this Section 20(G)

or this Ordinance to the contrary, except for the initial paragraph of this
Section 20(G), the Issuer may sell, lease, exchange or otherwise dispose of
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(i) Net Revenues in each Fiscal Year sufficient to pay one hundred ten
percent (110%) of the Bond Service Requirement on all Outstanding Bonds in the
applicable Bond Year, or

(i))  Net Revenues in each Fiscal Year sufficient to pay one hundred
five percent (105%) of the Bond Service Requirement on all Outstanding Bonds in the
applicable Bond Year; and Net Revenues, [Water System Capital Facilities Fees and
Sewer System Capital Facilities Fees] in each Fiscal Year sufficient to pay at least one
hundred twenty percent (120%) of the Bond Service Requirement on all Outstanding
Bonds in the applicable Bond Year.

In addition to compliance with either subparagraph (i) or (ii) above, Net Revenues
in each Fiscal year shall also be sufficient to provide one hundred percent (100%) of the
Bond Service Requirement on all Outstanding Bonds in the applicable Bond Year, any
amounts required by the terms hereof to be deposited into the Reserve Fund or with any
Credit Facility Issuer as a result of a withdrawal from the Reserve Fund, the Renewal,
Replacement and Improvement Fund and debt service on other obligations payable from
the Net Revenues of the System, and other payments, and all allocations and applications
of revenues herein required in such Fiscal Year.

Net Revenues shall not be reduced so as to render them insufficient to provide
revenues for the purposes provided therefor by this Ordinance. Nothing herein will
obligate the Issuer to impose Sewer System Capital Facilities Fees or Water System
Capital Facilities Fees.

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

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

(F)  DISPOSITION OF SYSTEM.

(i) The System may be sold or otherwise disposed of as a whole or
substantially as a whole, only if the net proceeds to be realized, together with
other moneys available for such purpose, shall be sufficient to fully retire all of
the Outstanding Bonds issued pursuant to this Ordinance and all interest thereon
to their respective dates of maturity or earlier redemption dates and to make any
termination payments required under any Qualified Agreement. The proceeds
from such sale or other disposition of the System shall immediately be deposited
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tangible property or an ownership interest in tangible property comprising
a part of the System provided the duly authorized officer charged with the
normal acquisition, construction, operation, maintenance and repair of the
portion of the System for which disposition is sought, and the Qualified
Independent Consultant each make a finding in writing, adopted and
confirmed by resolution of the Issuer, determining that (i) such sale, lease,
exchange or other disposition will not materially impair or restrict the
Issuer's ability to realize Gross Revenues in compliance with the
requirements therefor as set forth herein, and (ii) such sale, lease, exchange
or other disposition is in the economic best interests of the Issuer.

(i) Notwithstanding any other provision of this Section 20(G)
or this Ordinance to the contrary, the Issuer may transfer ownership and/or
operation of all or a portion of the System to any public body authorized
by the laws of the State to own and/or operate such System on an
installment sale basis provided that the Issuer (a) has received an opinion
of Bond Counsel stating the federal income tax exemption of the interest
on the Bonds (not including taxable Bonds) will not be affected and has
received an opinion of Bond Counsel stating that such sale is not
prohibited by any applicable Florida law, and (b) the Issuer adopts a
resolution to the effect that, based upon such certificates and opinions of
its Consulting Engineer, independent certified public accountants, Bond
Counsel, Financial Advisor or other Qualified Independent Consultant as
the Issuer shall deem necessary, desirable or appropriate, such transfer will
not materially adversely affect the rights of the Holders of the Bonds.

(H) INSURANCE. The Issuer shall provide protection for the System both in
accordance with the requirements of all agreements, if any, to which the Issuer may at the
time be a party with respect to joint ownership of properties by the Issuer with others
which is part of the System, and in accordance with Prudent Utility Practice. Said
protection may consist of insurance, self insurance and indemnities. The Issuer will keep,
or cause to be kept, the works, plants and facilities comprising the properties of the
System insured, and will carry such other insurance against fire and other risks, accidents
or casualties at least to the extent and of the kinds that insurance is usually carried by
utilities operating like properties. Any insurance shall be in the form of policies or
contracts for insurance with insurers of good standing, shall be payable to the Issuer and
may provide for such deductibles, exclusions, limitations, restrictions, and restrictive
endorsements customary in policies for similar coverage issued to entities operating
properties similar to the properties of the System. Any self insurance shall be in the
amounts, manner and of the type provided by entities operating properties similar to the
properties of the System. In the event of any loss or damage to the System covered by
insurance, the Issuer will, with respect to each such loss, promptly repair, reconstruct or
replace the parts of the System affected by such loss or damage to the extent necessary to
the proper conduct of the operation of the business of the System in accordance with
Prudent Utility Practice, shall cause the proceeds of such insurance to be applied for that
purpose to the extent required therefor, and pending such application, shall hold the
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proceeds of any insurance policy covering such damage or loss in trust to be applied for
that purpose to the extent required therefor. Any excess insurance proceeds received by
the Issuer may be used by the Issuer for any lawful purpose. Notwithstanding the
foregoing or any provisions of this Ordinance to the contrary, the Issuer shall not be
required to maintain insurance with respect to facilities for which insurance shall not be
available or for facilities which, in accordance with Prudent Utility Practice, are not
customarily insured.

03] NO FREE SERVICE. So long as any Bonds are outstanding, the Issuer
shall not furnish or supply the facilities, services and commodities of the System either
free of charge or for a nominal charge to any person, firm or corporation, public or
private, including the Issuer’s departments, agencies and instrumentalities which avail
themselves of the services of the System. The Issuer shall promptly enforce the payment
of any and all accounts owing to the Issuer and delinquent, by discontinuing service or by
filing suits, actions or proceedings, or by both discontinuance of service and filing suit.

V) MANDATORY CUT OFF. The Issuer shall establish a written policy
consistent with sound business judgment for the disconnection from the System of any
customer who fails to pay for services rendered by the System, and shall enforce such
policy diligently and fairly.

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

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

(M) MANDATORY CONNECTIONS; NO COMPETING SYSTEM. So long
as service is in fact available as reasonably determined by the Issuer, the Issuer will, to
the full extent permitted by law, require all lands, buildings and structures within the area
being served by the System as of the date of issuance of the Bonds, to connect with and
use such facilities within sixty (60) days after notification. To the extent permitted by
law, the Issuer will not grant a franchise for the operation of any competing utility system
or systems within the area served by the System as of the date of issuance of the Bonds
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(Q) ISSUANCE OF ADDITIONAL PARITY OBLIGATIONS. No Addi-
tional Parity Obligations shall be issued after the issuance of the Bonds herein authorized,
except upon the conditions and in the manner hereinafter provided:

(1 There shall have been obtained and filed with the Clerk a
certificate of an Issuer’s Finance Director stating: (a) that the books and records of the
Issuer relative to the System and the Net Revenues, and if applicable, the Sewer System
Capital Facilities Fees and the Water System Capital Facilities Fees, have been reviewed
by the Finance Director; and either (b) that the amount of the Net Revenues derived for
any consecutive twelve (12) months out of the preceding thirty (30) months preceding the
date of issuance of the proposed Additional Parity Obligations (the “Test Period”)
adjusted as provided in paragraphs (2), (3), (4), (5) and/or (6) below, is equal to not less
than 110% of the Maximum Bond Service Requirement becoming due in any Bond Year
thereafter on (A) all Bonds issued under this Ordinance, if any, then Outstanding, and (B)
on the Additional Parity Obligations with respect to which such certificate is made, or (c)
that Net Revenues during the Test Period adjusted as provided in paragraphs (2), (3), (4),
(5) and/or (6) below is equal to not less than 105% of the Maximum Bond Service
Requirement becoming due in any Bond Year thereafter on (A) all Bonds issued under
this Ordinance, if any, then Outstanding, and (B) on the Additional Parity Obligations
with respect to which such certificate is made, and Net Revenues during the Test Period
as so adjusted plus Sewer System Capital Facilities Fees and Water System Capital
Facilities Fees during the Test Period is equal to not less than 120% of the Maximum
Bond Service Requirement becoming due in any Bond Year thereafter on (A) all Bonds
issued under this Ordinance, if any, then Outstanding, and (B) on the Additional Parity
Obligations with respect to which such certificate is made.

2) Upon recommendation of the Qualified Independent Consultants,
the Net Revenues certified pursuant to (b) and (c) in the previous paragraph may be
adjusted for purposes of this Section 20(Q) by including: (a) 100% of the additional Net
Revenues which in the opinion of the Qualified Independent Consultant would have been
derived by the Issuer from rate increases adopted before the Additional Parity Obligations
are issued, if such rate increases had been implemented before the commencement of
such Bond Year and (b) 100% of the additional Net Revenues estimated by the Qualified
Independent Consultant to be derived during the first full twelve month period after the
facilities of the System are extended, enlarged, improved or added to with the proceeds of
the Additional Parity Obligations with respect to which such certificate is made.

3) Upon recommendation of the Qualified Independent Consultants if
the Additional Parity Obligations are to be issued for the purpose of acquiring an existing
water system and/or sewer system and/or any other utility system in accordance with
Section 26 hereof, the Net Revenues certified pursuant to Section 20(Q)(1)(b) or (¢) may
be adjusted by including: 100% of the additional estimated Net Revenues which in the
written opinion of the Qualified Independent Consultants will be derived from the
acquired facilities during the first full 12-month period after the issuance of such
Additional Parity Obligations (the Qualified Independent Consultants’ report shall be
based on the actual operating revenues of the acquired utility for a recent 12-month
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until all Bonds issued hereunder, together with the interest thereon, and premium, if any,
have been paid in full. Notwithstanding the foregoing, the Issuer shall not be required to
duplicate services being provided by private or public utilities in the area being served by
such private or public utilities on the date of issuance of the Bonds. In addition, the
Issuer shall not be prohibited from allowing other private or public utilities to provide
services within the area being served by the System as of the date of issuance of the
Bonds, if the Issuer shall not be providing such service in such area on that date. Nothing
herein shall be deemed to constitute the approval of the Issuer for any private or public
utility (other than the System) to provide any services within the boundaries of the Issuer
or within the area being served by the System as of the date of issuance of the Bonds or
within any other area of the Issuer.

(N)  SUPERVISORY PERSONNEL. The Issuer, in operating the System, will
employ or designate, as manager, one or more of its qualified employees, or an
independent contractor, who have demonstrated ability and experience in operating
similar facilities, and will require all such employees or independent contractors, as the
case may be, who may have possession of money derived from the operation of the
System to be covered by a fidelity bond, written by a responsible indemnity company in
amounts fully adequate to protect the Issuer from loss.

(O) PAYMENT OF TAXES, ASSESSMENTS AND OTHER CLAIMS. The
Issuer shall from time to time duly pay and discharge, or cause to be paid and discharged,
all taxes, assessments and other governmental charges, or payments in lieu thereof,
lawfully imposed upon the properties constituting the System or the Gross Revenues,
Sewer System Capital Facilities Fees or Water System Capital Facilities Fees when the
same shall become due, as well as all lawful claims for labor and materials and supplies
which, if not paid, might become a lien or charge upon such properties or any part
thereof, or upon the Gross Revenues, Sewer System Capital Facilities Fees or Water
System Capital Facilities Fees or which might in any way impair the security of the
Bonds, except assessments, charges or claims which the Issuer shall in good faith contest
by proper legal proceedings.

(P)  ISSUANCE OF OTHER OBLIGATIONS. The Issuer shall issue no
bonds or obligations of any kind or nature payable from or enjoying a lien on the Pledged
Revenues if such obligations have priority over the Bonds or any Parity Contract
Obligations with respect to payment or lien, nor shall the Issuer create or cause or permit
to be created any debt, lien, pledge, assignment, encumbrance or other charge having
priority to or being on a parity with the lien of the Bonds and any Parity Contract
Obligations upon said Pledged Revenues. Notwithstanding any other provision in this
Section 20(P), the Issuer may issue Additional Parity Obligations under the conditions
and in the manner provided herein. Any obligations of the Issuer, other than the Bonds
and any Parity Contract Obligations, which are payable from the Pledged Revenues shall
contain an express statement that such obligations are junior and subordinate in all
respects to the Bonds and any Parity Contract Obligations as to lien on and source and
security for payment from such Pledged Revenues.
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period adjusted to reflect the Issuer's ownership and the Issuer's rate structure in effect
with respect to the System at the time of the issuance of the Additional Parity
Obligations).

“) Upon recommendation of the Qualified Independent Consultants,
if the number of connections as of the first day of the month in which the proposed
Additional Parity Obligations are to be issued exceeds the average number of such
connections during such twelve (12) consecutive month period, then the Net Revenues
certified pursuant to Section 20(Q)(1)(b) or (c) may be adjusted to include the Net
Revenues which would have been received in such twelve (12) consecutive months if
those additional connections had also been connected to the System during all of such
twelve (12) consecutive months.

5) Upon recommendation of the Qualified Independent Consultant, if
the Issuer shall have entered into a contract, which contract shall be for a duration of not
less than the final maturity of the proposed Additional Parity Obligations, with any public
body, whereby the Issuer shall have agreed to furnish services for the collection,
treatment or disposal of sewage or agreed to furnish services in connection with any
water system or any other utility system, then the Net Revenues certified pursuant to
Section 20(Q)(1)(b) or (c) may be increased (to the extent such amounts were not
reflected in such Net Revenues) by the minimum amount which the public body shall
guarantee to pay in any one year for the furnishing of services by the Issuer, after
deducting from such payment the estimated Cost of Operation and Maintenance
attributable in such year to such services.

(6) Upon recommendations of the Qualified Independent Consultants,
if there is an estimated increase in Net Revenues to be received by the Issuer as a result of
additions, extensions or improvements to the System during the period of three (3) years
following the completion of such additions, extensions or improvements financed with
the proceeds of Bonds or Additional Parity Obligations, then the Net Revenues derived
from the System certified pursuant to Section 20(Q)(1)(b) or (c) may be increased by fifty
percent (50%) of the average annual additional Net Revenues calculated for such three
year period.

(@] The Issuer need not comply with the provisions of paragraph (1) of
this Section 20(Q) if and to the extent the Bonds to be issued are Refunding Bonds, if the
Issuer shall cause to be delivered a certificate of the Finance Director of the Issuer setting
forth the Average Annual Debt Service Requirement (i) for the Bonds then Outstanding
and (ii) for all Series of Bonds to be immediately Outstanding thereafter and stating that
the Average Annual Debt Service Requirement pursuant to (ii) above is not greater than
that set forth pursuant to (i) above.

®) The Issuer need not comply with the provisions of paragraph (1) of
this Section 20(Q) if and to the extent the Bonds to be issued are for the purpose of
providing any necessary additional funds required for completion of any improvements to
the System ("Completion Bonds") if originally financed with the proceeds of Bonds;
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provided that such Completion Bonds for which the Issuer need not comply with the
provision of such paragraph (1) of this Section 20(Q) may not exceed 10% of the total
principal amount of Bonds estimated to be required for such improvements to the System
at the time of issuance of the initial Series of Bonds to finance such improvements.

9) The Finance Director of the Issuer shall have certified that the
Issuer is not in default in the carrying out of any of the obligations assumed under this
Ordinance and no event of default shall have occurred under this Ordinance and shall be
continuing, and all payments required by this Ordinance to be made into the funds and
accounts established hereunder shall have been made to the full extent required.

(10) The Supplemental Ordinance authorizing the issuance of the
Additional Parity Obligations shall recite that all of the covenants contained herein will
be applicable to such Additional Parity Obligations.

R) SEWER SYSTEM CAPITAL FACILITIES FEES. All Sewer System
Capital Facilities Fees, if any, shall be deposited into the Sewer System Capital Facilities
Fees Fund. All moneys remaining on deposit in such fund shall be utilized on or before
the 26th day of each month and shall be applied by the Issuer as follows:

(1) Such moneys shall, in the case of a deficiency in the Bond Service Fund,
first be applied and allocated, together with Water System Capital Facilities Fees to the
Bond Service Fund to supplement other Pledged Revenues to be deposited therein or in
substitution of other Pledged Revenues to be deposited therein.

2) Thereafter, all moneys in the Sewer System Capital Facilities Fees Fund
may be applied by the Issuer for any use allowed by law.

Notwithstanding any provision of this Ordinance to the contrary, the amount of
Sewer System Capital Facilities Fees used for the payment of principal of, redemption
premium, if any, and interest on the Bonds in any Bond Year shall never exceed the
maximum amount permitted by law.

(S)  WATER SYSTEM CAPITAL FACILITIES FEES. All Water System
Capital Facilities Fees, if any, shall be deposited into the Water System Capital Facilities
Fees Fund. All moneys remaining on deposit in such fund shall be utilized on or before
the 26th day of each month and shall be applied by the Issuer as follows:

1) Such moneys shall, in the case of a deficiency in the Bond Service
Fund, first be applied and allocated, together with Sewer System Capital Facilities Fees
to the Bond Service Fund to supplement other Pledged Revenues to be deposited therein
or in substitution of other Pledged Revenues to be deposited therein.

?2) Thereafter, all moneys in the Sewer System Capital Facilities Fees
Fund may be applied by the Issuer for any use allowed by law.
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The term "default" shall mean default by the Issuer in the performance or
observance of any of the covenants, agreements or conditions on its part contained in this
Ordinance, any Supplemental Ordinance or in the Bonds, exclusive of any period of
grace required to constitute a default or an "Event of Default" as hereinabove provided.

Notwithstanding the foregoing, the occurrence of any default under a Qualified
Agreement, including without limitation failure on the part of the Issuer to pay Parity
Contract Obligations or to pay a termination fee under a Qualified Agreement, shall not
be construed as or deemed to constitute an "Event of Default" hereunder; rather; such
occurrence shall be remedied pursuant to such Qualified Agreement and applicable legal
and equitable principles taking into account the parity status as to lien on Pledged
Revenues which the counterparty to such Qualified Agreement enjoys as to Parity
Contract Obligations only, relative to that of the Bondholders and their rights to payments
hereunder.

For purposes of Section 21(A) and (B) hereof, no effect shall be given to any
payments made under any Bond Insurance Policy.

Any Holder of Bonds issued under the provisions hereof or any trustee acting for
the Holders of such Bonds may, either at law or in equity, by suit, action, mandamus or
other proceedings in any court of competent jurisdiction, protect and enforce any and all
rights, including the right to the appointment of a receiver, existing under State or federal
law, or granted and contained herein, and may enforce and compel the performance of all
duties required herein or by any applicable law to be performed by the Issuer or by any
officer thereof. Nothing herein, however, shall be construed to grant to any Holder of the
Bonds any lien on any property of the Issuer, except the Pledged Revenues.

The foregoing notwithstanding:

(i) No remedy conferred upon or reserved to the Bondholders is
intended to be exclusive of any other remedy, but each remedy shall be
cumulative and shall be in addition to any other remedy given to the Bondholders
hereunder.

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

(iii)  No waiver of any default or Event of Default hereunder by the
Bondholders shall extend to or shall affect any subsequent default or Event of

Default or shall impair any rights or remedies consequent thereon.

(iv)  Acceleration of the payment of principal of and interest on the
Bonds shall not be a remedy hereunder in the case of an Event of Default.
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Notwithstanding any provision of this Ordinance to the contrary, the amount of
Water System Capital Facilities Fees used for the payment of principal of, redemption
premium, if any, and interest on the Bonds in any Bond Year shall never exceed the
maximum amount permitted by law.

(T)  RATE STABILIZATION FUND. The Issuer may transfer into the Rate
Stabilization Fund such moneys which are on deposit in the Surplus Fund as it deems
appropriate. The Issuer may transfer such amount of moneys from the Rate Stabilization
Fund to the Revenue Fund as it deems appropriate; provided, however, that on or prior to
each principal and interest payment date for the Bonds (in no event earlier than the 25th
day of the month next preceding such payment date), moneys in the Rate Stabilization
Fund shall be applied for the payment into the Interest Account, the Parity Contract
Obligation Account, the Principal Account and the Redemption Account when the
moneys therein are insufficient to pay the principal of and interest on the Bonds coming
due and to pay any Parity Contract Obligations, but only to the extent moneys transferred
from the Surplus Fund and Renewal, Replacement and Improvement Fund for such
purposes pursuant to Sections 20(B)(4) and 20(B)(5) hereof, shall be inadequate to fully
provide for such insufficiency.

Section 21. Defaults; events of default and remedies. Except as provided
below, if any of the following events occur, it is hereby defined as and declared to be and
to constitute an "Event of Default:”

(A)  Default in the due and punctual payment of any interest on the Bonds;

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

(C)  Default in the performance or observance of any other of the covenants,
agreements or conditions on the part of the Issuer contained in this Ordinance or in the
Bonds and the continuance thereof for a period of thirty (30) days after written notice to
the Issuer given by the Holders of not less than twenty-five percent (25%) of aggregate
principal amount of Bonds then Outstanding (provided, however, that with respect to any
obligation, covenant, agreement or condition which requires performance by a date
certain, if the Issuer performs such obligation, covenant, agreement or condition within
thirty (30) days of written notice as provided above, the default shall be deemed to be
cured);

(D)  Failure by the Issuer promptly to remove any execution, garnishment or
attachment of such consequence as will materially impair its ability to carry out its
obligations hereunder; or

(E)  Any act of bankruptcy or the rearrangement, adjustment or readjustment
of the obligations of the Issuer under the provisions of any bankruptcy or moratorium
laws or similar laws relating to or affecting creditors' rights.
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Upon the occurrence of an Event of Default, and upon the filing of a suit or other
commencement of judicial proceedings to enforce the rights of the Bondholders under
this Ordinance, the Bondholders shall be entitled, as a matter of right, to the appointment
of a receiver or receivers of the System and the funds pending such proceedings, with
such powers as the court making such appointment shall confer. Notwithstanding any
provision of this Ordinance to the contrary, for all purposes of this Section 21, except the
giving of notice of any Event of Default to the Holder of the Bonds, any Insurer of Bonds
shall be deemed to be the Holder of the Bonds it has insured.

On the occurrence of an Event of Default, to the extent such rights may then
lawfully be waived, neither the Issuer nor anyone claiming through or under it, shall set
up, claim or seek to take advantage of any stay, extension or redemption laws now or
hereafter in force, in order to prevent or hinder the enforcement of this Ordinance, and
the Issuer, for itself and all who may claim through or under it, hereby waives, to the
extent it may lawfully do so, the benefit of all such laws and all right of redemption to
which it may be entitled. Within 30 days of knowledge thereof, both the Issuer and the
Paying Agent shall provide notice to any and all Insurers of Bonds of the occurrence of
any Event of Default. The respective Insurers of Bonds shall be included as a party in
interest and as a party entitled to (i) notify the Issuer or any applicable receiver of the
occurrence of an Event of Default, and (ii) request the receiver to intervene in judicial
proceedings that affect the Bonds or the security therefor. The receiver is required to
accept notice of default from each Insurer of Bonds. Anything in this Ordinance to the
contrary notwithstanding, upon the occurrence and continuance of an Event of Default,
the Insurers of Bonds in default shall be entitled to control and direct the enforcement of
all rights and remedies granted to the Bondholders under this Ordinance, and the Insurers
of Bonds in default shall also be entitled to approve all waivers of events of default.

Section 22: A ding and supp ing of ordi without consent of
holder of bonds. The Issuer, from time to time and at any time and without the consent
or concurrence of any Holder of any Bonds, may enact a Supplemental Ordinance
amendatory hereof or supplemental hereto if the provisions of such Supplemental
Ordinance shall not materially adversely affect the rights of the Holders of the Bonds
then Outstanding, for any one or more of the following purposes:

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

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

(C)  To surrender any right, power or privilege reserved to or conferred upon
the Issuer by the terms of this Ordinance;
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(D)  To confirm, as further assurance, any lien, pledge or charge or the
subjection to any lien, pledge or charge, created or to be created by the provisions of this
Ordinance;

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

(F)  To assure compliance with federal "arbitrage" provisions in effect from
time to time;

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

(H)  To provide for the combining of the System with any other utility
provided the conditions set forth in Section 26 hereof are satisfied;

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

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

Except for Supplemental Ordinances providing for the issuance of Bonds pursuant
hereto, the Issuer shall not adopt any Supplemental Ordinance authorized by the
foregoing provisions of this Section unless, in the opinion of Bond Counsel, the
enactment of such Supplemental Ordinance is permitted by the foregoing provisions of
this Section.

Any rating agency rating the Bonds must receive notice of each amendment and a
copy thereof at least fifteen (15) days in advance of its execution or adoption.

Section 23: Amendment of Ordinance with consent of holders of bonds.
Except as provided in Section 22 hereof, no material modification or amendment of this
Ordinance or of any Ordinance supplemental hereto shall be made without the consent in
writing of the Holders of fifty-one percent (51%) or more in the principal amount of the
Bonds of each Series so affected and then Outstanding and any Qualified Agreement
Provider. For purposes of this Section, to the extent any Bonds are insured by a Bond
Insurance Policy or are secured by a Credit Facility and such Bonds are then rated in as
high a rating category as the rating category in which such Bonds were rated at the time
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escrow agent either moneys in an amount which shall be sufficient, or Acquired
Obligations (including any Acquired Obligations issued or held in book-entry form on the
books of the Department of the Treasury of the United States) the principal of and the
interest on which when due will provide moneys which, together with the moneys, if any,
deposited with the escrow agent at the same time, shall be sufficient, to pay when due the
principal of and premium, if any, and interest due and to become due on said Bonds on or
prior to the redemption date or maturity date thereof, as the case may be. In the event of
an advance refunding pursuant to clause (ii) above, the Issuer shall cause to be delivered
a verification report of an independent nationally recognized certified public accountant.
If a forward supply contract is employed in connection with the refunding, (i) such
verification report shall expressly state that the adequacy of the escrow to accomplish the
refunding project relies solely on the initial escrowed investments and the maturing
principal thereof and interest income thereon and does not assume performance under or
compliance with the forward supply contract, and (ii) the applicable escrow agreement
shall provide that in the event of any discrepancy or difference between the terms of the
forward supply contract and the escrow agreement and this Ordinance, the terms of the
escrow agreement and this Ordinance shall be controlling.

(C)  For purposes of determining whether Variable Rate Bonds shall be
deemed to have been paid prior to the maturity or redemption date thereof, as the case
may be, by the deposit of moneys, or Acquired Obligations and moneys, if any, in
accordance with paragraph (B) of this Section 24, the interest to come due on such
Variable Rate Bonds on or prior to the maturity date or redemption date thereof, as the
case may be, shall be calculated at the highest of (i) the actual rate on the date of
calculation, or if the indebted in not yet ¢ ding, the initial rate (if established
and binding), (ii) if the indebtedness has been outstanding for at least twelve months, the
average rate over the twelve months immediately preceding the date of calculation, and
(iii) (1) if interest on the indebtedness is excludable from gross income under the
applicable provisions of the Internal Revenue Code, the most recently published Bond
Buyer 25 Bond Revenue Index (or comparable index if no longer published) plus fifty
(50) basis points, or (2) if interest is not so excludable, the interest rate on direct U.S.
Treasury Obligations with comparable maturities plus fifty (50) basis points; provided,
however, that for purposes of any rate covenant measuring actual debt service coverage
during a test period, variable rate indebtedness shall be deemed to bear interest at the
actual rate per annum applicable during the test period; provided, however, that if on any
date, as a result of such Variable Rate Bonds having borne interest at less than such
maximum rate for any period, the total amount of moneys and Acquired Obligations on
deposit with the escrow agent for the payment of interest on such Variable Rate Bonds is
in excess of the total amount which would have been required to be deposited with the
escrow agent on such date in respect of such Variable Rate Bonds in order to satisfy the
second sentence of paragraph (B) of this Section 24, the escrow agent shall, if requested
by the Issuer, pay the amount of such excess to the Issuer free and clear of any trust, lien,
pledge or assignment securing the Bonds or otherwise existing under this Ordinance.

(D)  Option Bonds shall be deemed to have been paid in accordance with the
second sentence of paragraph (B) of this Section 24 only if, in addition to satisfying the
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of initial issuance and delivery thereof by either S&P, Moody’s or Fitch or successors
and assigns, then the consent of the Insurer or Insurers of such Bond Insurance Policy or
the issuer or issuers of such letter of credit shall be deemed to constitute the consent of
the Holder of such Bonds. No modification or amendment shall permit a change in the
maturity of such Bonds or a reduction in the rate of interest thereon or in the amount of
the principal obligation thereof or reduce the percentage of the Holders of the Bonds
required to consent to any material modification or amendment hereof without the
consent of the Holder or Holders of all such obligations. For purposes of the immediately
preceding sentence, the issuer or issuers of a Bond Insurance Policy or a Credit Facility
shall not consent on behalf of the Holders of the Bonds. No amendment or supplement
pursuant to this Section 23 (but not including Section 22 hereof) shall be made without
the consent of each of the Insurers of Bonds. Any rating agency rating the Bonds must
receive notice of each amendment and a copy thereof at least fifteen (15) days in advance
of its execution or adoption.

Section 24: Defeasance. The covenants and obligations of the Issuer shall be
defeased and discharged under terms of this Ordinance as follows:

(A)  If the Issuer shall pay or cause to be paid, or there shall otherwise be paid,
to any Qualified Agreement Provider any and all Parity Contract Obligations and to the
Holders of all Bonds the principal, redemption premium, if any, and interest due or to
become due thereon, at the times and in the manner stipulated herein, then the pledge of
the Pledged Revenues and all covenants, agreements and other obligations of the Issuer to
any Qualified Agreement Provider and the Bondholders shall thereupon cease, terminate
and become void and be discharged and satisfied. If the Issuer shall pay or cause to be
paid, or there shall otherwise be paid, to any Qualified Agreement Provider any and all
Parity Contract Obligations and to the Holders of any Outstanding Bonds the principal,
redemption premium, if any, and interest due or to become due thereon, at the times and
in the manner stipulated herein, such Parity Contract Obligations and such Bonds shall
cease to be entitled to any lien, benefit or security under this Ordinance, and all
covenants, agreements and obligations of the Issuer to any Qualified Agreement Provider
and the Holders of such Bonds shall thereupon cease, terminate and become void and be
discharged and satisfied.

(B)  The Bonds, redemption premium, if any, and interest due or to become
due for the payment or redemption of which moneys shall have been set aside and shall
be held in trust (through deposit by the Issuer of funds for such payment or redemption or
otherwise) at the maturity or redemption date thereof shall be deemed to have been paid
within the meaning and with the effect expressed in paragraph (A) of this Section 24.
Subject to the provisions of paragraph (C) and (D) of this Section 24, any Outstanding
Bonds shall, prior to the maturity or redemption date thereof, be deemed to have been
paid within the meaning and with the effect expressed in paragraph (A) of this Section if
(i) in case any of said Bonds are to be redeemed on any date prior to their maturity, the
Issuer shall have given to the escrow agent instructions accepted in writing by the escrow
agent to notify Holders of Outstanding Bonds in the manner required herein of the
redemption of such Bonds on said date, and (ii) there shall have been deposited with the
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requirements of clauses (i) and (ii) of such sentence, there shall have been deposited with
the escrow agent moneys in an amount which shall be sufficient to pay when due the
maximum amount of principal of and redemption premium, if any, and interest on such
Bonds which could become payable to the Holders of such Bonds upon the exercise of
any options provided to the Holders of such Bonds; provided, however, that if, at the time
a deposit is made with the escrow agent pursuant to paragraph (B) of this Section 24, the
options originally exercisable by the Holder of an Option Bond are no longer exercisable,
such Bond shall not be considered an Option Bond for purposes of this paragraph (D). If
any portion of the moneys deposited with the escrow agent for the payment of the
principal of and redemption premium, if any, and interest on Option Bonds is not
required for such purpose, the escrow agent shall, if requested by the Issuer, pay the
amount of such excess to the Issuer free and clear of any trust, lien, security interest,
pledge or assignment securing said Bonds or otherwise existing under the Ordinance.

Section 25: Governmental reorganization. Notwithstanding any other
provisions of this Ordinance, this Ordinance shall not prevent any lawful reorganization
of the governmental structure of the Issuer, including a merger or consolidation of the
Issuer with another public body or the transfer of a public function of the Issuer to
another public body, provided that any reorganization which affects the System shall
provide that the System shall be continued as a single enterprise and that any public body
which succeeds to the ownership and operation of the System shall also assume all rights,
powers, obligations, duties and liabilities of the Issuer under this Ordinance and
pertaining to all Bonds and any Qualified Agreement.

Section 26: Additional utility functions. The Issuer may expand the utility
functions of the System as they exist on the date hereof as permitted in the definition of
"System" contained herein and adopted resolutions or ordinances of the Issuer to the
effect that, based upon such certificates and opinions of its Consulting Engineer,
independent certified public accountants, Bond Counsel, Financial Advisor or other
Qualified Independent Consultants as the Issuer shall deem necessary, desirable or
appropriate, the addition of such utility functions (a) will not impair the ability of the
Issuer to comply with the provisions of this Ordinance, and (b) will not materially
adversely affect the rights of the Holders of the Bonds.

Section 27: Separately financed project. Nothing in this Ordinance shall
prevent the Issuer from authorizing and issuing bonds, notes, or other obligations or
evidences of indebtedness other than Bonds or Subordinated Debt, for any purpose of the
Issuer authorized by the Act or from financing any such purpose from other available
funds (such purpose being referred to herein as a “Separately Financed Project”), if the
debt service on such bonds, notes, or other obligations or evidences of indebtedness, if
any, and the Issuer’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 or from other legally available funds of
the Issuer, including but not limited to funds withdrawn from the Revenue Fund pursuant
to Section 20(B)(5) hereof.
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Section 28: Qualified Agreements. Any payments received by the Issuer from a
Qualified Agreement Provider shall constitute Gross Revenues hereunder. Any payments
to a Qualified Agreement Provider under a Qualified Agreement so designated by the
Issuer, can constitute Parity Contract Obligations or Subordinated Debt. Notwithstanding
the foregoing, termination payments, indemnification payment, or other fees to be paid
by the Issuer to a Qualified Agreement Provider under a Qualified Agreement and which
do not constitute regularly scheduled payments determined by reference to interest on a
notional amount may only constitute Subordinated Debt, and may not constitute Parity
Contract Obligations.

The Issuer may enter into one or more Qualified Agreements with respect to one
or more Series of Bonds (or portions thereof); provided, however, that if such Qualified
Agreement is not entered into at the time of initial issuance of the Series of Bonds to
which it relates, the requirements of Section 20(Q)(1) hereof must be met, applying the
same as if $1.00 in principal amount of Additional Parity Bonds is being issued as of the
effective date of such Qualified Agreement.

Section 29: Payments to Credit Facility. In connection with any Bonds, the
Issuer may obtain or cause to be obtained one or more Credit Facilities and agree with
any Credit Facility Issuer to reimburse such issuer directly for amounts paid under the
terms of such Credit Facility, together with interest thereof; provided, however, that no
obligation to reimburse a Credit Facility Issuer shall be created, for purposes of this
Ordinance, until amounts are paid under such Credit Facility. Such payments are referred
to herein as “Reimbursement Obligations.” Any Reimbursement Obligation may be
secured by a pledge of and a lien on the Pledged Revenues on a subordinate basis to the
lien created herein in favor of the Holders of the Bonds and any Qualified Agreement
Provider. Any such Reimbursement Obligation shall be deemed to be a part of the Series
to which the Credit Facility which gave rise to such Reimbursement Obligation relates.
Payments to reimburse the issuer of a Credit Facility shall constitute Subordinated Debt.

Section 30: Capital appreciation bonds. For the purposes of (i) receiving
payment of the redemption price of a Capital Appreciation Bond if redeemed prior to
maturity, (ii) computing Bond Service Requirement, and (iii) computing the amount of
Holders required for any notice, consent, request or demand hereunder for any purpose
whatsoever, the principal amount of a Capital Appreciation Bond shall be deemed to be
its Accreted Value.

Section 31: Tax covenants. With respect to any Bonds for which the Issuer
intends on the date of issuance thereof for the interest thereon to be excluded from gross
income for purposes of Federal income taxation:

(A)  The Issuer covenants with the Holders of each Series of Bonds (other than
Taxable Bonds) that it shall not use the proceeds of such Series of Bonds in any manner
which would cause the interest on such Series of Bonds to be or become includable in the
gross income of the Holder thereof for federal income tax purposes.
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shall not be impressed with a lien in favor of the Bondholders and the moneys therein
shall be available for use only as herein provided.

Section 32: Validation. To the extent deemed advisable by Bond Counsel, Bond
Counsel is hereby authorized to institute appropriate proceedings for the validation of
Bonds and any and all other proceedings necessary for the Issuer to determine its
authority to issue Bonds, and the proper officers of the Issuer are hereby authorized to
verify on behalf of the Issuer any pleadings in such proceedings.

Section 33: Severability. If any one or more of the covenants, agreements or
provisions of this Ordinance should be held contrary to any express provision of law or
contrary to the policy of express law, though not expressly prohibited, or against public
policy, or shall for any reason whatsoever be held invalid or shall in any manner be held
to adversely affect the validity of the Bonds, then such covenants, agreements or
provisions shall be null and void and shall be deemed separate from the remaining
covenants, agreements or provisions of this Ordinance or of the Bonds issued hereunder.

Section 34: Sale of bonds. The Bonds may be issued and sold at public or
private sale at one time or in installments from time to time and at such price or prices as
shall be consistent with the provisions of the requirements of this Ordinance and other
applicable provisions of law.

Section 35: General authority. The members of the City Council of the Issuer
and the Issuer's officers, attorneys and other agents and employees are hereby authorized
to perform all acts and things required of them by this Ordinance or desirable or
consistent with the requirements hereof for the full, punctual and complete performance
of all of the terms, covenants and agreements contained in the Bonds and this Ordinance,
and they are hereby authorized to execute and deliver all documents which shall be
required by Bond Counsel to effectuate the sale of the Bonds to said initial purchasers.

Section 36: No third party beneficiaries. Except such other Persons as may be
expressly described herein, in the Bonds, or in a Qualified Agreement, nothing in this
Ordinance, or in the Bonds, expressed or implied, is intended or shall be construed to
confer upon any Person, other than the Issuer and the Holders, any right, remedy or
claim, legal or equitable, under and by reason of this Ordinance or any provision hereof,
or of the Bonds or any Qualified Agreement, all provisions hereof and thereof being
intended to be and being for the sole and exclusive benefit of the Issuer and the Persons
who shall from time to time be the Holders and any Qualified Agreement Provider.

Section 37: No personal liability. Neither the members of the City Council of
the Issuer nor any person executing the Bonds shall be personally liable therefor or be

subject to any personal liability or accountability by reason of the issuance thereof.

Section 38:  Repeal of Ordinances in Conflict. All ordinances or parts of
ordinances in conflict herewith are hereby repealed to the extent of such conflict.
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(B)  The Issuer covenants with the Holders of each Series of Bonds (other than
Taxable Bonds) that neither the Issuer nor any Person under its control or direction will
make any use of the proceeds of such Series of Bonds (or amounts deemed to be proceeds
under the Code) in any manner which would cause such Series of Bonds to be “arbitrage
bonds” within the meaning of Section 148 of the Code and neither the Issuer nor any
other Person shall do any act or fail to do any act which would cause the interest on such
Series of Bonds to become includable in the gross income of the Holder thereof for
federal income tax purposes.

(C)  The Issuer hereby covenants with the Holders of each Series of Bonds
(other than Taxable Bonds) that it will comply with all provisions of the Code necessary
to maintain the exclusion of interest on the Bonds from the gross income of the Holder
thereof for federal income tax purposes, including, in particular, the payment of any
amount required to be rebated to the U.S. Treasury pursuant to the Code.

(D)  The Issuer hereby covenants with the Holders of each Series of Build
America Bonds that it will comply with all provisions of the Code necessary to maintain
the status of such bonds as Build America Bonds within the meaning of Section 54AA(d)
of the Code. In the case of Build America Bonds for which the Issuer irrevocably elects
to receive a refundable credit from the United States Treasury, the Issuer covenants to
comply with all provisions of the Code necessary to maintain the status of such bonds as
“qualified bonds” within the meaning of Section 54AA(g) of the Code.

(E)  The Issuer may, if it so elects, issue one or more Series of Taxable Bonds
the interest on which is (or may be) includable in the gross income of the Holder thereof
for federal income tax purposes, so long as each Bond of such Series states in the body
thereof that interest payable thereon is (or may be) subject to federal income taxation and
provided that the issuance thereof will not cause the interest on any other Bonds
theretofore issued hereunder to be or become includable in the gross income of the
Holder thereof for federal income tax purposes. The covenants set forth in paragraphs
(A), (B) and (C) above shall not apply to any Taxable Bonds.

(F)  There is hereby created and established a fund to be known as the “City of
Hialeah Utility System Revenue Bonds Rebate Fund” (the “Rebate Fund”), and a
separate account therein for each Series of Bonds. The Issuer shall deposit into the
appropriate account in the Rebate Fund, from investment earnings on moneys deposited
in the other funds and accounts created hereunder, or from any other legally available
funds of the Issuer, an amount equal to the Rebate Amount for such Rebate Year. The
Issuer shall use such moneys deposited in the appropriate account in the Rebate Fund
only for the payment of the Rebate Amount to the United States as required by this
Section. In complying with the foregoing, the Issuer may rely upon any instructions or
opinions from Bond Counsel. If any amount shall remain in the Rebate Fund after
payment in full of all Bonds issued hereunder that are not Taxable Bonds and after
payment in full of the Rebate Amount to the United States in accordance with the terms
hereof, such amounts shall be available to the Issuer for any lawful purpose. The Rebate
Fund shall be held separate and apart from all other funds and accounts of the Issuer,
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Section 39:  Penalties. Every person violating any provision of the Code or
any ordinance, rule or regulation adopted or issued in pursuance thereof shall be assessed
a civil penalty not to exceed $500.00 within the discretion of the court or administrative
tribunal having jurisdiction. Each act of violation and each day upon which any such
violation shall occur shall constitute a separate offense. In addition to the penalty
prescribed above, the city may pursue other remedies such as abatement of nuisance,
injunctive relief, administrative adjudication and revocation of licenses or permits.

Section 40:  Severability Clause as to this Ordinance. If any phrase, clause,
sentence, paragraph or section of this ordinance shall be declared invalid or
unconstitutional by the judgment or decree of a court of competent jurisdiction, such
invalidity or unconstitutionality shall not affect any of the remaining phrases, clauses,
sentences, paragraphs or sections of this ordinance.

Section 41: Effective Date. This ordinance shall become effective when passed
by the City Council and signed by the Mayor or at the next regularly scheduled City
Council meeting, if the Mayor's signature is withheld or if the City Council overrides the
Mayor's veto.

PASSED and ADOPTED this ___day of ,2010.

Carlos Hernandez
Council President

Attest: Approved on this___ day of ,2010.

Rafael E. Granado, City Clerk Mayor Julio Robaina

Approved as to form and legal sufficiency:

William M. Grodnick, City Attorney
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The water demand and wastewater flow projections presented herein wes
projections (IL\Llupui in the “Water Demand Report” prepared by SRS |
The Water System, with the improvements included in the CIP, has sufficient phys
capacity to meet existing mll |m|||:1.lu.| demands through the study period of this analysis
(FY 2010 - FY 2015). Tt the improvements included in the CIP,
has sufficient physica
period.

The City is meeting regulatory requirements for its Water and Sx:u\r System and 1s
planning improvements in accordance with with latory
agencies
Ohur findings assume that the City will adopt the proposed rate increases
Rate Study. Rate Adjustments afier FY 2011 have not yet be:
Council. The City has been following a practice of increasing
B 5 10 cover operating cosl increases, with occasional -u|.1plm\uml

3 nt.'l.'(lu(l to cover other financial needs. The rate adjustments projected herein

continue th
Under the .n\.umplmll\ described, the rev
will be sufficient to meet ing and oth

ues under the projected rates presented herein
I including debt service payments,
y Period. The projected rates will also provide
| nnprmcnu,nl expenditures that are expected to be
funded from revenues. The Ci Water and Sewer System rates are comparable
to those charged by other mun n the South Flonda arca,

The projected cost and time pmmh to implement the improvements to the Water and
Sewer System to be financed with the proceeds of the Series 2011 Bonds are reasonable.
The projected expenses of the Water and Sewer System, revenues to be generated by the
Water and Sewer System, and the sources of funds projected to be available to fund
scheduled or anticipated improvements throughout the Study Period of this Report are
reasonahle.

In our opinion, the City's proposed issuance of the Series 2011 Bonds in the aggregate
principal amount of no more than $50 million for the purposes described in the Report on
the Water and Sewer System. dated the date hereof. is reasonable,

sufficient funds for planned cap

Sincerely,
Milian, Swain & Associates, Inc. ==

ﬁr‘-cu. //%{‘-ﬂ-( {{?/(/(‘ﬂ;{ y.‘_'_'--
Arsenio Milian, President "Deboraly D. SWain, Vife President
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2025 SW 32 Avenue, Suite |10, Miami, Florida 33145
Tel: (305) 441-0123 Fax: (305) 441-0688
www.milianswain.com

MSA

ilan, S & Asiaton,

MIAMI FT. LAUDERDALE WEST PALM BEACH

February 2, 2011

Alex Vega, M.B.A.,, M.S.T., CP.A.
OMB Director and City Treasurer
City of Hialeah

501 Palm Avenue

Hialeah, Florida 33010

Subject:  City of Hialeah, Florida, Water and Sewer Revenue Bonds, Series 2011 Engineering

Assessment Report
Dear Mr. Vega:

Milian, Swain & Associates, Inc. (MSA) is pleased to submit the attached Engineering Assessment
Report to be included in the official statement prepared by the City of Hialeah (City) in connection
with the issuance of its not to exceed $50 million aggregate principal amount of Water and Sewer
Revenue Bonds, Series 2011 (Series 2011 Bonds). The purpose of this report is to present the
findings of our evaluation of the Citys existing Water and Sewer System and to present financial
factors associated with the sale of the Series 2011 Bonds. This report is based on our analysis of the
City's records, reports, and capital improvement program, as well as discussions with City
personnel, and physical inspection of select water and sewer system components.

Our evaluation of the City's Water and Sewer System includes a discussion of the Systen's history
and organization, service area, water distribution and wastewater collection systems, proposed
water treatment plant (ROWTP), and capital improvement program. This report also includes a
summary of the historical operating results, and an overview of the Rate Study Report, December
2010 (Rate Study), which includes projections of financial results through fiscal year 2015, and
incorporated as an Appendix therein. The Rate Study demonstrates the financial conditions with the
planned capital outlays and projected debt service on the Series 2011 Bonds, and other debt in place
during the forecast period. The City's Water and Sewer Capital Improvement Program (CIP)
consists of improvements that have been identified by the City, including the design and
construction of the ROWTP.

Based on our evaluation and analysis and the assumptions stated in the attached report, we find the
following:

1. The City’s water distribution and wastewater collection system facilities are reasonably well
maintained, well managed, and in satisfactory operating condition.

Civil Engineers Environmental Scientists & Engineers Utility Management Financial Consultants

City of Hialeah
Department of Water and Sewers
Engineering Assessment Report
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comparable to those of existing customers

e The Department will monitor its unaccounted for water and respond appropriately if the
levels consistently exceed industry standards

e The Department will continue to perform the projected repairs to portions of the City’s
wastewater collection system to reduce infiltration and inflow

e The Department will continue to inspect and maintain their fire hydrants in accordance
with the Department’s Hydrant Maintenance Procedure and Guidelines and the
response provided in the “Presurvey Information Request for Water Supply for Fire
Suppression” 1SO form dated March 28, 2007 — Fire Hydrant Information Section.

e The Department will connect new customers to the water system and to the sewer
system in substantial accordance with the projected system growth forecast discussed
in the Growth Assumptions and Demand Projections Section of the Utility Rate Study

e Capital expenditures will occur in accordance with the schedules discussed in the
Projected Major Capital Improvements Section of the Utility Rate Study

Background

The City is located in north-central Miami-Dade County (County) and currently encompasses an
area of approximately twenty-three square miles. Approximately seventeen square miles lies
east of the Palmetto Expressway (S.R. 826). From a population of 1,500 in 1925, the year the
City was incorporated, the City has grown to a population of approximately 225,000 residents
and is ranked as the sixth largest city in Florida. The City is also the second most populous city in
the County and one of the County’s largest employers. The City has a Strong Mayor / Council
form of government. The Mayor is the Chief Executive Officer of the city and is responsible for
its day-to-day management functions. Each department and division head reports directly to
the Mayor. Both the Major and Council are elected by the City residents and serve a four-year
term.

On March 19, 2004, the City entered into an Interlocal Agreement with Miami-Dade County
(County) annexing an area that is approximately three square miles of undeveloped area,
located along the northwest corner of the City between Highway I-75 and the Florida Turnpike.
This area is referred to as “the annexation area”. A map showing the City’s boundary, including
the annexation area, is provided in Figure 1. Prior to the annexation of this area, the City was
virtually built-out. This area offers an opportunity to respond to the City’s growing housing
demands as well as to provide continued economic growth to the City by expanding its revenue
base. The annexation area is generally vacant at this time and no services are currently

Milian, Swain & Associates, Inc. February 2011 Page 2
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Engineering Assessment Report

Purpose of the Report

The City of Hialeah (City) authorized Milian, Swain & Associates, Inc. (MSA) to perform an
assessment of the City’s financial and operational condition of its water and wastewater
systems in support of its planned issuance of approximately $50 million in Water and Sewer
Revenue Bonds, Series 2011 (Series 2011 Bonds). The City is proposing to issue the Series 2011
Bonds to provide funds for the planned capital improvements to the City’s existing water and
wastewater systems. The purpose of this report is to present the findings of our evaluation of
these systems owned and operated by the City. This report is based on our analysis of the
records and capital improvement programs of the City’s Department of Water and Sewers
(Department), physical inspection of certain water and wastewater system facilities, discussion
with key personnel, and such other investigations as we have found necessary.

The evaluation of the water and wastewater systems includes a discussion of the
administration and management, organization, water and wastewater utilities systems, and the
multi-year capital improvement plan of the Department. It also includes excerpts of the Rate
Study Report, December 2010 (Rate Study), prepared by MSA, which presents a financial
forecast for FY 2010 — FY 2015 (Study Period), and a plan for adjusting rates during that period.

Overview

The purpose of this Engineering Assessment Report (Report) conducted for the City's
Department of Water and Sewers by MSA, is to present the findings of an assessment of the
City’s existing water and sewer facilities, and incorporates the financial results presented in the
Rate Study. The report is based on information compiled from available data in the
Department, various records and reports obtained from outside sources, discussion with
Department personnel and visual inspections of selected facilities. Although the information
provided by the Department has not been independently verified and we cannot assure its
validity, MSA compared information from different sources to the extent possible, and believes
that this information is valid for the purposes and scope of this report.

The report reflects certain assumptions made about future conditions which, if different, could
impact the report findings. Following are the key assumptions made:

e Future changes in management of the Department will be preserved at a level of
managerial expertise that equals or exceeds that of the present staff

e The water demands and wastewater discharge flows of future customers will be

Milian, Swain & Associates, Inc. February 2011 Page 1

provided within the area. The City is prepared to extend services to the area incrementally, as
development occurs. Consistent with the City’s Comprehensive Plan, much of the infrastructure
will be funded by developers who will be required to provide adequate level-of-service,
including the water distribution system and the sanitary sewer system that will be connected to
the City’s existing infrastructure. Typically, developers construct water distribution and sewage
collection systems and then dedicate the facilities to the municipality; the utility only constructs
the trunk mains. In either case, most of the cost of construction is passed to the developer
through direct construction or the payment of impact fees. Tables 1 and 2 summarize water
and wastewater facilities donated to the City since 2003.
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Figure 1: City Boundary Showing Annexation Area
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Map 2: City Boundary Showing Annexation Area
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Source: City of Hialeah Planning Division and Land Design Innovations, Inc. - Hialeah Annexation Area
Amendment to Comprehensive Plan 2003 - 2015. October 2004.
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Methodology

MSA met with City and Department staff as well as with some of the Department’s engineering
consultants in order to obtain and compile relevant system and operational data. Information
obtained and reviewed included:

e Water System Atlas

e Sewer System Atlas

e Sewer Rehabilitation Program Phase 8 Completion Report
e Tank Inspection Report

e Hydrant Maintenance Procedure and Guidelines

e ISO Water Supply for Fire Suppression Report

e Capital Improvement Plan

e Historical and projected growth,

e Consumption patterns

Organization and Management

The Department consists of three divisions responsible for planning, construction, operations,
maintenance, customer service, water management and the financial management of the
utility. These divisions are the Administration and Management Division, Water Division and
Sewer Division. They are supported by the Engineering, Accounting, Purchasing and Customer
Service sections. The Department currently employs 111 people including 2 registered
professional engineers.  An organizational chart, Figure 2, is provided on page 8.

A ation and Division

The administration and management division provides the necessary administrative, policy,
engineering and technical directions in order to meet community needs and regulatory
requirements for safe drinking water and safe wastewater collection and transmission to avoid

sanitary sewer overflows.

Water Division

The water division provides operations and maintenance services for the water distribution
system in order to continuously deliver a safe and adequate supply of drinking water to all
customers.

Sewer Division

The sewer division provides operations and maintenance services to the wastewater collection
and transmission system in order to minimize wastewater overflows and safely deliver
wastewater from the customer to the County system.

Milian, Swain & Associates, Inc. February 2011 Page 7
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Figure 2: Organizational Chart
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Fiscal Year 2010 accomplishments included:

= Continued using the services of a consulting engineering firm to augment departmental
staff and conduct all field inspections of major construction projects. This has allowed
the Department to be more effective and responsive in the inspection process. This
concept was implemented with substantial savings in personnel costs to the
Department.

= Fully implemented the 2009-2010 retail water and sewer rates approved by the Mayor
and City Council.

= Designed a new major regional sewage pump station to serve Section 26 including a
new force main and rehabilitation of eleven local pump stations to be connected to the
new station.

= Conducted safety training of field staff and Excellence in Service training for the
customer service staff.

= Completed mandated water quality testing for the City’s Stage 2 Disinfection By-Product
Rules. This work was managed in house with the support of a professional water quality
laboratory. The plan calls for the continued monitoring of the eight recommended and
selected sites based on the established criteria to 2012.

= Conducted a “Shower Head Give Away” event in accordance with the Department’s
Water Conservation Plan in cooperation with MDWASD, including an education element
to the plan. The plan was incorporated into the County’s plan and submitted to the
South Florida Water Management District (SFWMD) in support of the County’s water
permit application. Continued with the “Shower Head Give-Away” program.

= Completed the 2009 Water Quality Report as required by Federal law and distributed
the report both in English and Spanish to all 54,000 accounts.

= Finalized with MDDERM negotiations for an extension of a Consent Order for the sewer
system rehabilitation (SSES) program.

= Granted the annual Pipe and Materials Bid for 2010 for all pipe and materials supplied
to the Department.

= Completed all the requirements of the City’s Consent Order with the MDDERM for the
fiscal year 2010. Continued with the agreed improvements to the sewer system with
MDDERM including repairs and rehabilitation to sewage pump stations in the area of
Master Pump Station 6.

= Continued with Phase Eight of the sewer main lining program including relining of
approximately 54,000 linear feet of sewer main. These repairs were completed using
“trench-less” construction, which is an extremely efficient and effective method of
reconstructing sewer mains by not trenching or “digging” the streets of the city.
Relining decreases the amount of Infiltration / Inflow (I/I) that enters the system,
decreasing the amount of sewage that must be transported, treated and disposed and
decreasing the demands on the Miami-Dade County regional system and treatment
sewage plants. This results in a decrease in the amount that is paid to the County for
sewage treatment.

® Finalized the selection of the D.B.O for the design and construction of an R.O. Water
Treatment Plant (ROWTP) to be constructed in partnership with Miami-Dade County to
serve the annexation areas as well as other areas in the northwest quadrant of the
county. A contract was signed August 18, 2010.

= Continued the construction of the water and sewer mains to serve the annexation area.
= Started construction of new office and operations buildings for the Department.

= Completed the pilot testing program for the ROWTP.

= Bid and awarded the site preparation contract for the construction of the ROWTP.

= Completed construction of two deep injection wells and monitoring wells for the
ROWTP.

= Completed the construction of a new water main, sewer force main and sewer pump
station on NW 138 St. (W 84 St.) between W 4th Avenue and W 12th Avenue.

= Completed a water and sewer system-wide rate study and a water and sewer
connection fee study for the City, including the annexation area.

= Expended Internet activities for the Department and e-government.

Milian, Swain & Associates, Inc. February 2011 Page 8

Fiscal Year 2011 goals are:

= Expand the services of a consulting engineering firm to augment departmental
engineering staff and conduct all field inspections of major construction projects. This
has allowed the Department to be more effective and responsive in the inspection
process. This concept was implemented with substantial savings in personnel costs to
the Department.

= Fully implement the 2010-2011 retail water and sewer rates recently approved by the
Mayor and City Council.

= Bid and contract for the construction of a new major regional sewage pump station to
serve section 26 including a new force main, rehabilitation of 11 local pump stations to
be connect to the new station, with a final connection to MDWASD P.S. 418.

= Continue with the safety training of departmental staff.

= Complete implementation of the Springbrook billing system update.

= Continue with the water quality sampling for the City’s Stage 2 Disinfection By-Product
Rules for fiscal year 2010-2011.

= Continue with the implementation of the Water Conservation Plan in cooperation with
MDWASD including an education element to the plan.

= Complete the 2010 Water Quality Report as required by Federal law and distribute the
report both in English and Spanish to all customers by July 1, 2011.

= Continue improvements to the City’s sewer system in accordance with the MDDERM
Consent Order.

= Bid the annual Pipe and Materials Bid for 2011 for all pipe and materials supplied to the
Department.

= Complete rehabilitation to sewage pump stations P.S. 006, 104 and 109.

= Start and continue with Phase Nine of the sewer main lining program including relining

of approximately 54,000 linear feet of sewer main. These repairs and construction are to
be completed using “trench-less” construction as described above.

= Start the design and construction of the ROWTP to serve the annexation areas as well as
other areas in the northwest quadrant of the County.

= Complete negotiations to finalize a 20-year sewer service agreement with MDWASD.

= Design the water and sewer mains to serve the annexation area.
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= Continue construction of new office and operations buildings for the department.

= Conduct one water conservation event in cooperation with MDWASD.

= Complete construction of the injection wells pump station for the ROWTP.

= Complete the site preparation and access roadway for the construction of the ROWTP.

= Complete the design and construction of 12 production wells and monitoring wells for
the ROWTP, including related piping.

® Implement water and sewer system-wide fees and a water and sewer connection fee for
the City, including the annexation area.

= Expand internet activities for the Department and e-government.

Water Systems

The City owns, operates, and maintains a central water distribution system, which provides
potable water for both residential and non-residential purposes, including fire protection
demands. At the present time, the City does not have treatment facilities and purchases all
water from Miami-Dade Water and Sewer Department (MDWASD). Table 3 provides the
number of water gallons MDWASD billed the City by month for Fiscal Year 2010. The
Department is responsible for the operation and maintenance of the City’s potable water
distribution system. The City is authorized to operate the system under Permit No. PW0-033,
issued by Miami-Dade County Department of Environmental Resources (DERM). The City’s
water supply meets or exceeds all federal and state safe drinking water standards established
by the Florida Department of Environmental Protection, the Florida Department of Health and
the United States Environmental Protection Agency. Copies of the Water Quality Report for the
past four years are included in the Appendix.
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Table 3
City of Hialeah - Department of Water and Sewers
Water Billed by Miami-Dade Water and Sewer Department for Fiscal Year 2010

October-09 809,790,000
November-09 681,190,000
December-09 678,860,000
January-10 803,385,000
February-10 810,005,000
March-10 664,160,000
April-10 820,500,000
May-10 737,100,000
June-10 794,000,000
July-10 701,916,000
August-10 806,644,000
September-10 795,910,000
TOTAL 9,103,460,000
AVERAGE DAILY FLOW

(millions) 24.941
Source: Monthly Invoices from MDWASD to the City of Hialeah - Department of
Water and Sewers

The water distribution system consists of over 500 miles of water mains ranging from %” to 30
inches in diameter and more than 3,000 fire hydrants. Table 4 provides a breakdown of the
City’s piping based on length and diameter, as reported to DERM in the Annual Operating
Permit forms.
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that the City will have an adequate supply of potable water to meet all of the planned demands
for the next twenty years.

Wastewater Systems

The City owns, operates, and maintains a central sanitary sewer collection and transmission
system. The City is authorized to operate the system by Permit No. DWO-086, issued by
Miami-Dade County Department of Environmental Resources (DERM). At the present time, the
City does not own or operate any wastewater treatment plant facilities. MDWASD is
responsible for the operation and maintenance of the County’s regional sanitary sewer
wastewater treatment facilities and the Department discharges the wastewater collected to
three MDWASD pump stations that re-pump the wastewater for treatment and disposal to
MDWASD’s North District Wastewater Treatment Plant (NDWWTP). Future plans are for the
City to continue to transmit the wastewater collected to MDWASD facilities for treatment and
disposal. Table 5 provides the sewer flows MDWASD treated for the City by month for Fiscal
Year 2010.

Table 5
City of Hialeah - Department of Water and Sewers
Sewer Flows as Billed by Miami-Dade Water and Sewer Department for Fiscal Year 2010
Month Gallons/Month
October-09 502,206,200
November-09 488,908,600
December-09 683,328,300
January-10 503,324,000
February-10 521,997,200
March-10 581,035,300
April-10 516,071,100
May-10 445,069,000
June-10 618,195,800
July-10 584,415,600
August-10 642,219,300
September-10 816,517,300
TOTAL 6,903,287,700
AVERAGE DAILY FLOW
(millions) 18.913
Source: Monthly Invoices from MDWASD to the City of Hialeah - Department of
Water and Sewers
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Table 4
City of Hialeah - Department of Water and Sewers
Water Mains Length in Miles by Size and Age of Pipe

LESS THAN 40 YEARS
MAIN SIZE oLD 40 YEARS OR OLDER TOTAL
2"T04" 134.81 45.00 179.81
6"TO 8" 205.01 15.20 220.21
10"TO 12" 47.49 717 54.66
16" TO 24" 42.00 2.89 44.89
26"TO 36" 3.80 0.25 4.05
Above 36" 0.00 0.00 0.00
TOTAL 433.11 70.51 503.62

Source: City of Hialeah - Department of Water and Sewers - "Water Accounting Data Form" for the Period
of January 1, 2009 to December 31, 2009

The City also owns a two million gallon ground water storage tank located at W 84" Street and
13" Avenue. The tank is a Crom prestressed concrete tank measuring 110 feet in diameter and
is 28 feet high, almost 10” thick at the base wall tapering to 4” thick at the upper sidewall. It has
been out of service for more than fifteen years, but the City contracted to have the tank
inspected in 2004, with a request for recommendations to put the structure into a first-class
serviceable condition. The inspection was performed by Howie Greene Tank Inspection LLC on
December 17, 2004. The Inspection Report indicated no structural damage to the roof exterior
or interior, small normal hairline cracks, and an evaluation that the tank could be put back into
service with cleaning and repainting and only certain mechanical modifications and minor
repairs.

In the past few years, the City has undertaken various studies of water supply and treatment
system alternatives for the purpose of promoting high quality and affordable services for its
residents while maintaining a reliable source of water. On December 27, 2007, the City entered
into a Joint Participation Agreement (JPA) with the County for the design, construction and
operation of a 10 MGD ROWTP. The JPA, as amended on August 2009, provides for equal
ownership of the ROWTP between the County and the City. The ROWTP includes the
construction of the related building structures and water production capacity of 10 MGD. The
plant will serve not only the annexation area, but also adjacent municipalities and
unincorporated areas. The City has already completed a test production well to the Floridan
Aquifer, several monitoring wells and the construction of two deep injection wells for the
disposal of the brine. In 2010, Inima, Inc. was selected as the Design Build Operator for the
ROWTP and the plant is expected to be operational in 2012. The design and construction costs
will be split evenly between the Department and the County. As planned, the plant will ensure
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The wastewater collection system consists of eighty-seven pump stations, three of which are
Master Lift Stations with four pumps each and generators capable of providing auxiliary power
as needed during power failures. The system includes approximately 460 miles of gravity
sewer mains and laterals ranging from 4 inches to 54 inches in diameter and more than 6,500
manholes. The force main network includes approximately 37 miles of pressurized pipe ranging
in size from 4 inches to 24 inches in diameter. Tables 6 and 7 provides a breakdown of the City’s
gravity lines based on length and diameter, and force mains based on length in miles and by
size of pipe. Table 8 provides a breakdown of the collection and transmission pipe by age.

Table 6
City of Hialeah - Department of Water and Sewers
Gravity Mains Length in Miles by Size of Pipe

PIPE SIZE (Inches)

4
6
8
10
12
15
18 0.63
21 0.84
24 2.38
30 0.11
36 0.02
48 2.72
54 2.00
TOTAL 461.19

Source: City of Hialeah - Department of Water and Sewers - "Sewer
Rehabilitation Program Phase 8 Completion Report", December
2010
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Table 7
City of Hialeah - Department of Water and Sewers
Force Mains Length in Miles by Size of Pipe

4 0.72
6 3.67
8 12.05
10 6.48
12 5.15
16 4.27
18 0.49
20 3.73
24 0.93
TOTAL 37.49

Source: City of Hialeah - Department of Water and Sewers -
Calculation of Linear Feet Using Drainage Basin Schematics
Prepared by Hazen & Sawyer

Table 8

City of Hialeah - Department of Water and Sewers
Sewer Collection and Transmission System - Length in Miles by Size and Age of Pipe

MAIN SIZE LESS THAN 40 YEARS OLD 40 YEARS OR OLDER TOTAL
4"T06" 91.24 50.35 141.59
8"T0 10" 189.65 108.01 297.66
12"70 16" 7.08 4.04 11.12
18"TO 24" 3.81 1.92 573
26"TO 36" 0.00 0.12 0.12
Above 36" 247 2.62 5.09
TOTAL 294.25 167.06 461.31
Age Unknown 37.37
TOTAL SYSTEM 498.68

Source: City of Hialeah - Department of Water and Sewers - "Sewer Collection & Transmission System Inventory
List"
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prepared by Hazen and Sawyer, sixteen of the thirty-five basins identified in the Consent
Agreement are already in compliance with the 5,000 gpdim criterion. Nineteen of the basins
require additional infiltration / inflow reduction. Ongoing rehabilitation is planned for these
basins, along with continued inspection work to identify additional collection system defects
requiring repairs. Although the initial term of the Consent Agreement with DERM expired on
September 15, 2010, the City has reached a verbal agreement to extend the deadline to
September 15, 2012, with the option to extend one additional year, to September 15, 2013, if
needed. The City has the objective of completing final monitoring by September 15, 2012. The
scope of this new agreement will also include rehabilitation of those stations that exceed ten
hours Normal Average Pump Operating Time (NAPOT), all of which are either currently under
repair, or are under design for repair. The paperwork to memorialize this agreement is
currently being prepared by DERM.

Growth

Except for the annexation area, the City of Hialeah is virtually completely developed. Table 10
provides the Department’s total number of accounts for the last eight years, broken down by
residential and commercial accounts. Table 11 lists the top ten largest users during the last six
months of 2010. The only possible growth would be from redevelopment within the City and
the additional growth associated with the annexation area. As the customers from the
annexation area are connected to the City, it is projected that by FY 2015 there will be
additional 6,233 water and sewer accounts from the annexation area with a water demand of
1,273,065 GPD. The Department has projected that the new customers will connect over the
three year period from FY 2013 — FY 2015.

Table 10
City of Hialeah - Department of Water and Sewers
Total Number of Accounts

TOTAL NO. OF
YEAR RESIDENTIAL COMMERCIAL ACCOUNTS
2003 51,102 656 51,758
2004 53,172 1,165 54,337
2005 53,099 1,232 54,331
2006 53,908 1,357 55,265
2007 53,407 1,233 54,640
2008 53,114 1,286 54,400
2009 53,271 1,309 54,580
2010 53,070 1,309 54,379

Source: City of Hialeah - Department of Water and Sewers - Utility Billing System
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On February 21, 2007, in response to the Sewer Rehabilitation Program Status Report
submitted by the Department to DERM on January 5, 2007, DERM notified the City that the
sanitary sewer system was not in compliance with Miami-Dade County Code Section 24-42.2.
The report indicated that thirty-five of the Department’s pump stations were not in compliance
with the requirements established in Section 24-42.2. As a result, the City entered into an
Administrative Consent Agreement with DERM on April 2007, concerning the thirty-five basins
for which compliance with the 5,000 gallon per day/inch/mile (gdpim) standard for infiltration
and inflow (I/1) specified in the County Code had not been demonstrated.

The City has implemented a system-wide sewer condition assessment and rehabilitation
program and has performed various tasks including smoke testing, flow monitoring, manhole
inspection, televising sanitary sewer lines, evaluating sewer videotapes, and performing
remediation efforts with in-house and outside contractors. The program has been highly
successful in reducing /1. The City’s wastewater flow for treatment by the County has declined
over the past ten years as a result of the City’s Infiltration and Inflow reduction program as
indicated in Table 9. The actual flows for Fiscal Year 2010 are approximately 6.4% less than the
flows for Fiscal Year 2009. This volume is projected to remain steady until customers from the
annexation area are connected, starting in Fiscal Year 2013.

Table 9
City of Hialeah - Department of Water and Sewers
Water Purchased from and Wastewater Treated by Miami-Dade Water and Sewer Department
Millions of Gallons)

Fiscal Year En
Desct on 2000 2001 2002 2003 2004 2006 | 2007 | 2008 2009 2010
Water
Purchased 8,950 8,384 8,742 8,454 7,730 8,685 8616 8228 8081 8110 9,103
Wastewater
Treated 1,074 10825 10328 9247 10342 10955 8770 7,699 8109 7,373 6903
Wastewater

Treatedasa

Percentage of

Water

Purchased 123.7% 129.1% 118.1% 109.4% 133.8% 126.1% 101.8% 93.6% 100.3% 90.9%  75.8%

Source: Miami-Dade Water and Sewer Department - "2009 Comprehensive Annual Financial Report" and FY 2010
Monthly Invoices from MDWASD

Currently, the program is primarily focused on the Consent Agreement basins. As reported in
the “Sewer Rehabilitation Program Phase 8 Completion Report” dated December 2010 and
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Table 11

City of Hialeah - Department of Water and Sewers
Top Ten Water Users - Last Six Months 2010

6-MONTH

CONSUMPTION
CUSTOMER NAME (GALLONS)
1 LOS SUENOS CONDO ASSOC. 33,823,300
2 ATLAS PAPER MILLS LLC 32,215,700
3 HIALEAH HOSPITAL 19,156,000
4 PALM EAST GARDENS, INC. 12,105,500
5 CY'S DRY CLEANERS 11,685,800
6 ARMEN CO INC 10,923,700
7 PALM WEST GARDENS CONDO 10,556,400
8 THE TOWER OF WESTLAND 10,066,600
9 CASA DEL SOL CONDO 8,787,800
10 AIRRAS GROUP INC. 5,139,400

Source: City of Hialeah - Department of Water and Sewers - Utility Billing System

Capital Expenditures

The Department develops a multi-year capital improvement program (CIP) recognizing costs
associated with the future growth and regulatory requirements. The multi-year CIP reflects
the total estimated project costs for each project which is expected to be initiated within the
period covered by the plan, regardless of the estimated time required to design and complete
construction of the project. The Department’s CIP for common water and wastewater
expenditures include the completion of the Department’s Administration Building and related
purchases of furniture, a new telephone system as well as new servers to improve the billing
system. It also includes the replacement of some of its vehicles. The major water expenditures
include the completion of the 10 MGD ROWTP, the replacement of an existing water main due
to road construction on E. 4™ Avenue from E. 21 St. to E. 49 St., and the relocation of a water
main due to FDOT construction at W. 4™ Avenue from 29 Street to W. 49" Street.

The wastewater planned expenditures include the rehabilitation of several pump stations to
prevent overflows and sewer contamination, the lining of sewer mains to prevent
infiltration/inflow, the purchase of pumps, controls and generators for various pump stations
and construction of a new force main for stations in Section 26 of the City. Table 12 summarizes
the Department’s multi-year capital plan for Fiscal Years 2011 through 2014.
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Table 12
City of Hialeah - Department of Water and Sewers
Capital Improvement Plan (CIP) - Fiscal Year 2011 to Fiscal Year 2014
FY 2012

FY 2013 FY2014

Water and Sewer Services (9500)
Vehicle Replacements 167,000
Completion of Construction of New Administration Building 1,950,000
200,000
Replacement of office furniture and fixtures for new building 130,000
Total CIP Water and Sewer Services $2,447,000
Water Services (9510)
Replacement of Existing Water Main on E. 4th Ave. 2,600,000
Replacement of Existing Water Main on W. 4th Ave. 1,300,000
Restoration of Swales/Alleyways/Sidewalks due to Water Repairs 100,000 100,000 100,000 100,000
Restoration of Pavement due to Water Repairs 50,000 50,000 50,000 50,000
Total CIP Water Services $4,050,000 $150000  $150,000  $150000
Sewer ervices (9520)
Restoration of Swales/Alleyways/Sidewalks due to Sewer Repairs 100,000 100,000 100,000 100,000
Restoration of Pavement due to Sewer Repairs 50,000 50,000 50,000 50,000
Lining of Sewer Mains for Ifiltration / Inflow Remediation 2,350,000
Purchase of Pumps, Control, Generators, ATS to prevent overflows 600,000
Rehabilitation of 11 Pump Stations in Section 26 1,650,000 1,375,000
Construction of New Force Mains for Stations in Section 26 2,046,000 4,180,000
< Regional 2 1,100,000 2,750,000
Rehabilitation of Pump Station # 4 to prevent sewer overflows 266,000
Rehabilitation of Pump Station # 5 to prevent sewer overflows 370,000
Rehabilitation of Pump Station # 6 to prevent sewer overflows 2,104,000
Rehabilitation of Pump Station # 12 to prevent sewer overflows 316,000
Rehabilitation of Pump Station f 105 to prevent sewer overflows 316,000
Rehabilitation of Pump Station f 126 to prevent sewer overflows 266,000
Rehabiltation of Pump Station # 131 to prevent sewer overflows 316,000
150t0 overflows 516,000
Total CIP Sewer Services $12,366,000 8455000 $150000 150,000
Reverse Osmosis (RO) Water Treatment Plant (9530)
ROWTP - DBO Construction 35,372,064 18,939,373
ROWTP - Site Improvements 1,295,000
ROWTP - Injection Well Pump Station 2,673,900
ROWTP - Production Wells 18,480,000 1,540,000
ROWTP -Pipeline Construction 10,164,000 924,000
Total CIP RO Water Treatment Plant 36: sz
Total CIP Projects
Source: Department of Water and Sewers, FY 2011 Capital Improvement Plan Changes - Fiscal Years 2011 2014
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of corrosion. The dry well is equipped with a 3-ton crane for use in removal of pumps for repair.
The interior walls of the dry well are painted and in good condition. The wet well, all electrical
control panels, and the SCADA system and blowers appear to be in good condition. This station
is equipped with a KVA 656 GENERAC power generator and a 2,000 gallon double wall ConVault
diesel tank, both mounted on a 24” concrete slab. The exterior of the building is painted and
well maintained. This master lift station site is fenced for security.

LS 200: Master Lift Station No. 200 is a new station that had not been activated yet as of the
time of the inspection. This station consists of a one (1) story CBS structure building with a dry
well and wet well structure below ground. The station has four (4) 200 HP motor pumps in the
dry well. The wet well consists of a splitter box at the inlet pipe that splits the flow two ways to
a bar screen where grit and suspended solids larger than the screen openings are to be strained
out and removed for disposal. The wet well is sealed-coated and in good condition. All the
electrical controls, blowers, SCADA system are new and in good condition. The station is
equipped with a MAGNA MAX Generator 2500 KVA, Detroit Engine, 275 gallon day tank and a
10,000 gallon concrete double wall ConVault diesel tank. The building interior and exterior walls
are painted and in new condition. This station is also equipped with an odor control system.
This master lift station site is fenced for security.

Sample Lift Stations

LS 50: This station is an older model station that is operating satisfactorily but the equipment is
showing age and should be rehabilitated in the future. This station has a rectangular concrete
section 36” over the wet well structure that serves as the entrance to the wet well. The wet
well interior wall is sealed-coated and shows no sign of infiltration. This station is equipped with
two (2) FLYGT 3 HP pumps that are operating satisfactorily. The interior wet well piping is
showing signs of medium corrosion. The valve vault interior piping is showing signs of corrosion
and needs a coat of paint. The valve vault bottom is constructed with gravel which may be
contributing to the corrosion of the interior piping during periods of high water table.

LS 100: This lift station is in good condition. The station was rehabilitated in early 2010. The
rehabilitation consisted of the installation of two (2) new FLYGT pumps 20 HP, new control
panels and telemetry system, and new aluminum hatches. The interior wet well wall is
sealed-coated, the two vertical discharge pipes are PVC with ductile iron fittings and are in good
condition. The valve vault walls are not sealed-coated and the bottom of the vault is gravel. The
interior piping of the valve vault is showing signs of corrosion and needs to be sealed-coated.

LS 121: This list station appears to be in good condition. The interior wet well wall is sealed and
shows no signs of infiltration. The interior discharge piping is PVC, but the 90° bends are
showings signs of heavy corrosion. This station is equipped with two (2) 35 HP FLYGT pumps
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G-7

Site Evaluation

To determine the general physical condition of the water and sewer system facilities, MSA
performed a physical inspection of certain components of the water and wastewater systems.
Sewer facilities selected for inspection included all Master Lift Stations and a selected sample of
lift stations. It was determined that a physical inspection of service laterals, gravity and force
mains was not necessary since an ongoing I/l program is being implemented.

For the water system, a selection of fire hydrants and water distribution mains were selected
for inspection. Because piping is underground, MSA coordinated with City staff to have “soft
digs” performed by the City to expose the selected pipeline.

Sewer System

There are a total of eighty-seven (87) lift stations comprising the City’s wastewater collection
system, of which three are considered “master stations”. A representative sample of five lift
stations and all three master stations were inspected on January 18 and January 19, 2011.
These inspections were performed by MSA accompanied by Department Staff.

Overall, the lift stations inspected appear to be efficiently operated and well maintained. The
mechanical and electrical components (control panels, variable frequency drives, motor control
centers, generators, telemetry units, pumps, and accessories) appeared to be in good condition
unless otherwise noted. The following serves to summarize the observations made during the
visual inspection of the stations:

Master Lift Stations

All three master lift stations were inspected on January 18, 2011. One of the three master lift
stations inspected (Master Lift Station No. 6) was undergoing rehabilitation and another
(Master Lift Station No. 200) was inactive at the time of this inspection. Overall, the master lift
station in operation appeared to be efficiently operated and well maintained, and the
mechanical and electrical components (control panels, variable frequency drives, motor control
centers, generators, telemetry units, pumps, pipes, and accessories) appeared to be in good
condition.

LS 6: Master Lift Station No. 6 was undergoing rehabilitation at the time of the inspection and is
expected to be completed by the end of March 2011. The rehabilitation of this station consists
of a new building structure that will house four (4) 90 HP FLYGT pumps and a new wet well. This
master lift station has an existing generator on site.

LS 106: This master lift station is composed of a single story CBS building structure that houses
four (4) 65 HP FLYGT pumps in a dry well below ground. The station was rehabilitated four years
ago in 2007. The pumps and piping in the dry well appear in good condition and show no signs
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that are operating satisfactorily. The valve vault walls are not sealed-coated and the bottom is
constructed of gravel. The valve vault piping is showing signs of light corrosion and needs a coat
of paint. The electro-mechanical equipment is in good condition. This station is equipped with
an 80 KVA Detroit diesel generator for stand-by power and SCADA system. It is enclosed by a
chain link fence for security purposes and 6-inch bollards inside the site for protection from
traffic.

LS 150: This lift station appears to be in good condition. This station has a square shape wet
well with three pumps, two (2) are 35 HP FLYGT and one (1) is 75 HP FLYGT. The wet well and
interior piping are not sealed-coated, and the interior piping is showing signs of corrosion. The
wet well walls and the discharging pipes need to be sealed-coated. The electrical control panel
is the older type but is working properly. This station is equipped with a SCADA system. The
valve vault is not sealed-coated and the bottom is constructed of gravel. The valve vault interior
piping is made up of new fittings as well as fittings that show heavy corrosion and needs a fresh
coat of paint. This station is fenced for security purposes and there are 6” bollards for
protection from traffic.

LS 155: This lift station was rehabilitated in March of 2010 and it appears in good condition. The
station upgrade consists of two (2) new 20 HP FLYGT pumps, the interior wet well wall was
sealed-coated and shows no signs of infiltration. The interior piping is also sealed-coated and
free of any corrosion. This station has a rectangular shape box approximately 30-inch above the
concrete slab located over the wet well and is used as the access to the wet well. The valve
vault piping, interior walls and bottom are sealed-coated and appear in good condition. The
electro-mechanical equipment is in good condition. This station is equipped with a SCADA
system. A chain link fence encloses the station for security purposes with 6-inch round bollards
at each corner of the site for protection from traffic.

Fire Hydrants
A limited sample of fire hydrants was selected for inspection throughout the City on January
21% and 24" 2011. Overall the ten fire hydrants selected appeared to be operating
satisfactorily with the exception of one fire hydrant that was not operational and was reported
for repair. City staff has advised that the repair was completed and that the hydrant is now
operational.

Location No. 1: Fire hydrant is located at the SE corner of 5th Avenue and 6th Street between
the sidewalk and the grass swale. The hydrant is a 5 %” Kennedy type with all caps attached,
painted with no signs of corrosion. The hydrant was exercised and operated satisfactorily.

Milian, Swain & Associates, Inc. February 2011 Page 23



Location No. 2: Fire hydrant is located at W 24th Avenue and 63rd Street in the sidewalk. The
hydrant is a 5 %” Muller with all caps attached, painted, but shows signs of corrosion on the
bolts at the base of the hydrant. This fire hydrant was found inoperable and was reported for
maintenance.

Location No. 3: Fire hydrant is located at W 16th Avenue and 35th Street in the grass area with
a concrete base and two 6” steel bollards. This hydrant is a 5 %” American Darling with all caps
attached, painted and in good condition. This fire hydrant was exercised and operated
satisfactorily.

Location No. 4: Fire hydrant is located at W 42™ Street and 17" Avenue between the sidewalk
and the grass swale. The hydrant is a 5 %” Mueller with all caps attached, painted and in good
condition. The fire hydrant was exercised and operated satisfactorily.

Location No. 5: Fire hydrant is located at the corner of W 18" Avenue and 53" Terrace
between the sidewalk and the grass swale. This hydrant is a 5 %” Waterous with all caps
attached, painted and in good condition. This fire hydrant was exercised and operated
satisfactorily.

Location No. 6: Fire hydrant is located at the corner of E 5% Street and 16" Avenue between
the sidewalk and the grass swale. This hydrant is a 5 %” Kennedy with all caps attached, painted
and in good condition. This fire hydrant was exercised and operated satisfactorily.

Location No. 7: Fire hydrant is located at E 11" Avenue between 30" Street and 31 Street
between the sidewalk and the grass swale. This hydrant is a 5 %” Kennedy with all caps
attached, painted and in good condition. This fire hydrant was exercised and operated
satisfactorily.

Fire hydrant is located at the corner of E 8" Avenue (Leleune Rd.) and 45"
Street, on the back of the sidewalk. This hydrant is a 5 %” Mueller with all caps attached,
painted and in good condition. This fire hydrant was exercised and operated satisfactorily.

Location No.

Location No. 9: Fire hydrant is located at the corner of E 6" Avenue and 54" Street between
the sidewalk and grass swale. This hydrant is a 5 %” Mueller with all caps attached, painted and
in good condition. This fire hydrant was exercised and operated satisfactorily.

Location No. 10: Fire hydrant is located at the southwest corner of W 39" Place and 2™
Avenue, between the sidewalk and the grass swale. The fire hydrant is a 5 %” Dresser with all
caps attached, painted and in good condition. This fire hydrant was exercised and operated
satisfactorily.
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Rate Study Overview

As part of the overall system planning process, the City contracted MSA to perform a
comprehensive Rate Study to ensure a sound utility financial policy framework and a plan that
ensures equitable cost recovery, revenue stability, and long-term financial viability. In addition,
the City requested that the Rate Study respond to other City goals, objectives, and interests,
including maintaining manageable debt service requirements, water conservation,
administrative simplicity, and public acceptance.

The following four elements were identified as essential for successful completion of the rate
study:

1. Understanding of the Department’s capital improvement and other development plans,
such as plans for the development of alternative water supplies and related system
improvements

2. Technical expertise to help ensure the establishment of viable, defensible plans for funding
of the Department’s activities

3. A sound industry-accepted cost allocation methodology that results in fair and equitable
rates and charges to the utility’s customers

4. Rates that promote water conservation, while providing a stable source of funding for the
utility and that are affordable to the utility’s customers

Our approach to the Rate Study included these features, providing long-term value for the City.
It has been over twelve years since the Department conducted a comprehensive water and
sewer rate study. However, in 2006, the City of Hialeah revised the Hialeah Code to provide
for annual Consumer Price Index (CPI) adjustment of water and sewer charges as determined
by the amount of the annual increase in the index numbers of retail commodity prices
designated “Consumer Price Index For All Urban Consumers — United States City Average - All
Items” (CPI) as issued by the Bureau of Labor Statistics, United States Department of Labor.

Historical Financial Operating Results Summary

The City has compiled a summary of the Department’s operating income for the period FY 2006
— FY 2010, which is included in the Appendix. The FY 2010 results shown are based on an
unaudited Trial Balance. The actual FY 2010 (unaudited) results are not significantly different
than the projected FY 2010 used as the base period for the projected future period. The actual
results indicate a slightly better financial condition than the projection.
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G-8

Soft-Digs

Three locations were selected for soft-dig on January 20" and 21, 2011. The soft-dig locations
were selected at random, from different areas of the City representative of size and age of the
pipe. The location and size of the three pipes selected were found to be as shown in the City’s
water atlas map.

Location No. 1: SE 5™ Avenue and 6" Street. The water main at this location is a 6-inch ductile
iron (DI) pipe in the grass swale area with approximately 36-inch cover. The pipe appeared in
good condition with no sign of corrosion.

Location No. 2: W 24™ Avenue and 63" Street. The water main at this location is a 12-inch
ductile iron (DI) pipe in the swale area with approximately 52-inch cover. The pipe at this
location appeared in good condition with some minor corrosion on the surface of the pipe.

Location No. 3: W 16™ Avenue and 35" Street. The water main at this location is an 8-inch
asbestos cement (AC) pipe in the asphalt pavement with approximately 41-inch cover. The pipe
at this location appears in good condition.

Site Evaluation Conclusion
The City’s water distribution and wastewater collection system facilities are reasonably well
maintained, well managed, and in satisfactory operating condition.
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Revenue Sufficiency Analysis

The Revenue Sufficiency Analysis was performed using the Department’s historical and
projected information regarding the operation of its water and sewer systems. A Water and
Sewer Rate Model (Model) containing relevant financial information was prepared in order to
perform the revenue requirement analysis. The FY 2009 Comprehensive Annual Financial
Report (CAFR) as of September 30, 2009, and supplemental information submitted by the
Department and City staff, provided the historical financial information used to establish the
beginning FY 2010 balances of various accounts. Water and sewer rate revenue projections
were based upon estimated FY 2010 Budget amounts adjusted for actual results as of May 2010
and included annual growth assumptions. The projection of all other revenues (excluding
impact fee revenue) was based upon FY 2010 Proposed Budget amounts adjusted as
appropriate based upon discussions with Department staff.

Personnel costs for FY 2011 were based on the City’s FY 2011 budget. All other operating
expenses for FY 2011 were based upon FY 2010 Proposed Budget amounts, adjusted to reflect
the actual results as of May 2010. The FY 2010 operating and maintenance (O&M) expense
amounts served as the basis for future year projections and were adjusted annually by
appropriate cost escalation factors discussed with and agreed to by Department staff. The
calculation of the projected annual revenue requirements is described in the following sections.
The Rate Study includes selected historical and budget information used in the development of
the Model.

The results of the revenue sufficiency analysis indicated that an annual CPI increase should
continue to ensure that the inflationary impact on operations is adequately funded each year.
Additionally, the direct increase in the price of purchased water and purchased wastewater
treatment from Miami-Dade County should continue to be passed-through to customers as an
increase in the bills for water and wastewater service. If these two annual increases are
implemented, under the conditions forecast for the study period, no other general rate
increases will be required to ensure sufficient revenues to fund the Department’s projected
capital expenditures, projected expenses (above inflationary adjustments), and debt service.
Although it appears that there are adequate cash reserves to fund programmed costs
attributable to capital expenditures throughout the remaining four years of the study period,
the Department should monitor its financial results and updated budgets annually, and increase
rates if conditions so require in future years.

An analysis of the current rate structure indicated that it met the Department’s fixed cost
recovery, cost of service, and water conservation objectives. As a result it was recommended
that the proposed rate increases be applied across the board to each block. The table below
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depicts the recommended cost of living and pass-through rate increases for each year.

Percentage Revenue Increase
FY 2011 FY 2012 FY 2013 FY 2014

Cost of Living Increase

Water [ 1.60% | 4.00% | 4.00% | 4.00% | 4.00%
Wastewater | 1.60% 4.00% 4.00% 4.00% 4.00%
Pass-Through Increase

Water [ 7.77% | 5.57% | 4.91% | 3.57% | 3.55%
Wastewater | 0.00% | 3.07% | 3.23% | 3.27% | 3.30%

Rate Structure Analysis

In order to develop and analyze the City water and sewer rate structures, the first step was to
develop a billing analysis. MSA obtained a comprehensive schedule of the City customers’
usage patterns for a recent twelve-month period from the City’s billing vendor. This schedule
was used to develop a bill frequency analysis, which confirmed that the number of bills and
gallons billed by consumption level would generate the total revenues billed by the City. This
exercise validated the data provided, ensuring that it could be used as the basis for an analysis
of rate structures.

Current Rate Structure

The City employs a readiness to serve charge (also called “base facility charge”) with an
inclining block rate structure for both water and sewer customers. Sewer customers are billed
based on the amount of water they consume. In rate design, the base facility charge is intended
to cover portion of the fixed costs to provide stability to the revenue stream. In addition to the
base facility charge, a gallonage charge is applied to each customer’s usage to ensure that the
more a customer uses, the higher the bill. This type of structure promotes conservation
because higher use results in a higher cost.

A rate structure that includes a volume-based component in blocks that incline strongly
promotes responsible water use because the more the customer uses, the higher the total cost
per unit. The inclining block sends a strong price signal to customers, encouraging responsible
water use. Utilities must take care to balance the need to generate a steady revenue stream to
cover fixed costs with the need to encourage and promote water conservation. The City’s rate
structure demonstrates a significant commitment to water conservation.
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Furthermore, as stated previously, the intent of the base facility charge is to recover a portion
of the fixed costs.

The wastewater costs do not experience a similar shift. It is anticipated that the overall
proportion of fixed and variable costs will remain relatively stable. We therefore recommended
that the City not modify the rate structure, and should continue employing the existing rate
structure. The current rate structure meets the Department’s fixed cost recovery, cost of
service, and water conservation objectives. The rate increase recommended in this study can
be applied across the board, multiplying the rate increase as a percentage to the current rate.

Below are the current and proposed rates for fiscal year 2011, calculated by applying the rate
increase evenly across the board.

Current and Proposed Rates (Monthly)
Current Rates Proposed Rates

FY 2011

Water Sewer Sewer

Monthly Charges

Readiness to Serve Charge $3.98 $4.50 $4.42 $4.57

Gallonage Charge (per 100 gls)

0-5,000 $0.168 $0.335 $0.187 $0.340
5,001 - 10,000 $0.182 $0.360 $0.202 $0.366
10,001 - 20,000 $0.191 $0.372 $0.212 $0.378
20,001 - 40,000 $0.207 $0.426 $0.230 $0.432
40,001 - 50,000 $0.207 $0.426 $0.230 $0.432
50,001 — 100,000 $0.225 $0.428 $0.250 $0.435
Over $0.225 $0.428 $0.250 $0.435
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MSA performed an analysis of the water billing records, and found that approximately 14% of
the revenues are recovered through the base facility charge, and 86% through the gallonage
charges. Our evaluation of projected costs (“price variability analysis”) estimates that
approximately 12% of 2010 expenses are fixed and 88% are variable. This is a very close
allocation of fixed and variable costs to base facility and gallonage charges. The goal to recover
a portion of the fixed costs from the base facility charge is met in the current rate structure.

Similarly, an analysis of the sewer billing records indicates that approximately 12% of revenues
come from base facility fees, and 88 % from gallonage charges. Our price variability analysis
estimates that approximately 7% of costs are fixed and 93% are variable. Although the
percentage of fixed costs is lower that the percentage of revenue from base facility charges, it is
appropriate to maintain a reasonable total proportion of revenues from a stable source. This
current rate structure balances stability with effective water conservation.

The separation between blocks and the increasing cost for each subsequent block is described
in the table below. As can be seen, the separation between blocks increases as volume
increases, for both water and sewer.

g Rate Structure
Volume charge

% increase fro

(monthly)* block
Block Range Water Sewer Water Sewer
1 0 5,000 $0.17 $0.34
5,001 10,000 $0.18 $0.36 8.30% 7.50%

10,001 20,000 $0.19 $0.37 13.70% 11.00%
20,001 40,000 $0.21 $0.43 23.20% 27.20%
40,001 50,000 $0.21 $0.43 23.20% |  27.20%
50,001 | 100,000 $0.23 $0.43 33.90% | 27.80%

Over $0.23 $0.43 33.90% | 27.80%
!Some customers are billed monthly, and some are billed bi-monthly. The table depicts the monthly ranges.

Njo|u|[s|w|~

Recommended Rate Structure

Our price variability analysis indicated that the proportion of fixed versus variable expenses
begins to change when the ROWTP is operational. Since it will be operated by a third party
vendor under contract, approximately 80% of the total cost of operating the ROWTP will be
fixed, and 20% variable. Starting in fiscal year 2013, our price variability analysis indicates that
total fixed costs may rise to 20% of total costs. However shifting the recovery of revenues to
the base facility charge may erode the conservation benefit of the current rate structure.
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Current and Proposed Rates (Bi-monthly)
Current Rates Proposed Rates

FY 2011

Water Sewer ‘ Water Sewer

Bi-monthly Charges

Gallonage Charge (per 100 gls) $7.96 $8.80 $8.85 $8.94
Readiness to Serve Charge

0-5,000 $0.168 $0.335 $0.187 $0.340
5,001 - 10,000 $0.168 $0.335 $0.187 $0.340
10,001 - 20,000 $0.182 $0.360 $0.202 $0.366
20,001 - 40,000 $0.196 $0.389 $0.218 $0.395
40,001 - 50,000 $0.207 $0.426 $0.230 $0.432
50,001 - 100,000 $0.207 $0.428 $0.230 $0.435
Over $0.225 $0.428 $0.250 $0.435

City of Hialeah’s Current Impact Fees

While the City has commenced activities to construct a 10 MGD ROWTP, at time of the
analysis, it currently purchases water from MDWASD and collects and pumps effluent to the
MDWASD treatment facilities. The City’s current connection charges / impact fees include
fees for connection to the water transmission and distribution system and the sewer collection
system. The City requires all new customers to pay separate meter connection charges, and
therefore for the purposes of this analysis, costs associated with these assets were not included
in the calculation of the proposed impact fees.

Over the next five years the major improvements planned for the water system include the
Phase 1 construction of a new ROWTP, as well as related transmission mains and storage
capacity. The total projected cost to construct the 10 MGD ROWTP facility is approximately
$123.8 million which will be shared with MDWASD. The City has also projected approximately
$22 million in major improvements for pump stations rehabilitation and sewer infrastructure.
The City anticipates receiving approximately $58.9 million in contributed capital towards the
construction of the ROWTP from Miami-Dade County under the terms of the JPA, and $6
million from the South Florida Water Management District (SFWMD).

Milian, Swain & Associates, Inc. February 2011 Page 31



Impact Fee Calculation

Typically, the calculation of expansion fees does not include the cost for local distribution lines
that provide service only to limited areas. However, because of continual redevelopment,
whenever there is a change in usage (e.g. previously zoned single family changing to condo)
requiring the City to replace small distribution mains with larger mains (e.g. 2” to 6” or 6” to
8”), to meet increased capacity, the builder / developer is charged a water distribution impact
fee. The calculation was based on a 5-year simple average of net facility investment divided by
5-year average projected capacity to include projected CIP amounts for FY 2010 thru FY 2014.

Under the System Buy-In Methodology, the calculated water transmission and distribution
impact fee is as follows:

Water Impact Fee — Plant

FY 2009 - 2014

New ROWTP Average Net Investment - City $38,928,252

City Capacity (MGD) 5.0 MGD

Proposed RO Water Treatment Impact Fee $7.79 per gallon / $2,726.50 per ERC

Water Impact Fee — Transmission and Distribution
FY 2010 - 2014
$21,360,340

5-year Average Net Investment

5-year Average Projected Demand 30.257

Proposed Water Impact Fee $0.71 per gallon / $248.50 per ERC

Sewer Impact Fee
FY 2010 - 2014
$58,254,369

5-year Average Net Investment

5-year Average Flow MGD 21.121

Proposed Sewer Impact Fee $2.76 per gallon / $966.00 ERC

Recommendation Water Impact Fee

We recommended that the City implement a combined (treatment plant and transmission and
distribution) Water Impact Fee at the rate of $8.50 per gallon or $2,975.00 per ERC; adjusted
annually by construction cost escalation factors; and that the City review its fees every five
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Miscellaneous Fees and Charges

The Department currently charges various miscellaneous service fees that are assessed to
customers for the performance of specific services that benefit only the customer for whom the
service is provided. Most of the current fees have remained the same for over a decade. When
compared to other utilities in the area, most of the Department’s fees are lower, but at the
present time the Department does not have the necessary accounting or reporting capacity to
efficiently develop the data necessary to update these fees to reflect the cost to the
Department. It is our recommendation for the Department to adopt Miami-Dade Water and
Sewer Department (MDWASD) fees for those services for which the Department has not
currently been charging fees or where the fees appeared to be too low when compared to
MDWASD fees. A list of recommended fees and charges has been included in Appendix A of the
Rate Study. We recommend that these fees be made subject to the annual price index
adjustment in the future.

We also recommend that in the future the Department either develop the capability necessary
for providing the cost data for each of the activities for which a charge is made, or perform a
time-and-material study in order to determine the average cost of the various activities
associated with these fees.
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years. The proposed impact fee would be collected from existing customers expanding or
changing usage, and all new connections to the water system; and is designed to require each
customer to pay a proportionate share of the capital cost incurred to provide service.

Although the City already has in place various forms of impact / connection charges, it is
recommended that the impact fees calculated as part of this analysis replace the current fees
and are applied to all growth and redevelopment as appropriate.

In summary, we recommend the following:

e Implement a Water Impact Fee of $8.50 per gallon or $2,975.00 per ERC assessed to:

= All new connections system wide; and

= Existing customers expanding or changing usage which requires additional capacity,
calculated on the amount of additional capacity needed.

e Replace current impact fees with water impact fee calculated as part of this analysis
e Review the Water Impact Fee at least once every five years.

Recommendation Sewer Impact Fee

We recommended that the City implement a Sewer Impact Fee at the rate of $2.76 per gallon
or $966.00 per ERC; adjusted annually by construction cost escalation factors; and that the City
review its fees every five years. The proposed impact fee would be collected from existing
customers expanding or changing usage, and all new connections to the sewer system; and is
designed to require each customer to pay a proportionate share of the capital cost incurred to
provide service.

Although the City already has in place various forms of impact / connection charges, it is
recommended that the impact fees calculated as part of this analysis replace the current fees
and are applied to all growth and redevelopment as appropriate.

In summary, we recommend the following:

e Implement Sewer Impact Fee at a rate of $2.76 per gallon or $966.00 per ERC assessed
to:
= All new connections system wide; and
= Existing customers expanding or changing usage which requires additional capacity,

calculated on the amount of additional capacity needed.

e Apply appropriate annual construction cost escalation factors to the recommended
impact fee

e Replace current impact fees with sewer impact fee calculated as part of this analysis

e Review the Sewer Impact Fee at least once every five years.

Milian, Swain & Associates, Inc. February 2011 Page 33

Works Cited

City of Hialeah Planning Division and Land Design Innovations, Inc. - Hialeah Annexation Area
Amendment to Comprehensive Plan 2003 - 2015. October 2004.

City of Hialeah. Annual Budget. 2008 - 2009.
City of Hialeah. Annual Budget. 2009 - 2010.
City of Hialeah. Annual Budget. 2010 - 2011.
City of Hialeah. Code of Ordinances. Chapter 94 Water and Sewers.

City of Hialeah. Comprehensive Annual Financial Report (Working Draft). Fiscal Year Ended
September 30, 2010.

City of Hialeah. Comprehensive Annual Financial Report. Fiscal Year Ended September 30, 2008.
City of Hialeah. Comprehensive Annual Financial Report. Fiscal Year Ended September 30, 2009.

City of Hialeah. Department of Water and Sewers. Capital Improvement Plan Changes. Fiscal
Years 2011 - 2014.

City of Hialeah. Department of Water and Sewers. City of Hialeah Conserve Florida Plan for
Miami-Dade Water Efficiency Program. 2008.

City of Hialeah. Department of Water and Sewers. Lift Station Address Listing.

City of Hialeah. Department of Water and Sewers. Sewer Collection & Transmission System
Inventory List (In Linear Feet).

City of Hialeah. Department of Water and Sewers. Various Charts and Documents.

City of Hialeah. Department of Water and Sewers. Water Accounting Data Form. January 1,
2009 to December 31, 2007.

City of Hialeah. Department of Water and Sewers. Water Accounting Data Form. January 1,
2009 to December 31, 2008.

City of Hialeah. Department of Water and Sewers. Water Accounting Data Form. January 1,
2009 to December 31, 2009.

City of Hialeah. Department of Water and Sewers and SRS Engineering, Inc. Fire Hydrants
Reports. Various Years to 2007.

City of Hialeah. 1ISO Water Supply for Fire Suppression Report. March 2007.

City of Hialeah. Sewer System Atlas.

Milian, Swain & Associates, Inc. February 2011 Page 35



City of Hialeah. Water System Atlas.
City of Hialeah. Website. Various narratives and documents. Downloaded January 2011.

Hazen and Sawyer. City of Hialeah - Sewer Rehabilitation Program - Phase 8 Completion Report.
December 2010.

Hazen and Sawyer. City of Hialeah - Sewer System Rehabilitation - Phase 1 through 4. April
2003.

Howie Greene Tank Inspection. Tank Inspection Report for the City of Hialeah. December 2004.

Miami-Dade County and City of Hialeah. Amendment to Joint Participation Agreement -
Reverse Osmosis Water Treatment Plant. August 2009.

Miami-Dade County and City of Hialeah. Joint Participation Agreement - Reverse Osmosis Water
Treatment Plant. December 2007.

Miami-Dade County Department of Environmental Resources Management and City of Hialeah.
Administrative Consent Agreement. April 2007.

Miami-Dade County Department of Environmental Resources Management. Website Library.
City of Hialeah Department of Water and Sewers, Potable Water Supply Annual Operating
Permit No. PW0-000033 - Various documents on file.

Miami-Dade County Department of Environmental Resources Management. Website Library.
City of Hialeah Department of Water and Sewers, Domestic Wastewater Annual Operating
Permit No. PW0-000086 — Various documents on file.

Miami-Dade Water & Sewer Department. Monthly Billing to City of Hialeah for Wholesale
Water and Sewage Treated. October 2007 to December 2010.

Miami-Dade Water and Sewer Department - 2009 Comprehensive Annual Financial Report.
SRS Engineering, Inc. Future Water Demand Study for Hialeah ROWTP. August 2009.

University of Florida Bureau of Economic and Business Research. Estimates of Population by
County and Cities in Florida: April 2009.

Milian, Swain & Associates, Inc. February 2011 Page 36

CITY OF HIALEAH
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS
WATER & SEWER FUND
FISCAL YEAR ENDED SEPTEMBER 30

Audited

udited Audited Audited Unaudited
2006 2007 2008 2009 2010"

Operating revenues:
Metered water sales $ 14958001 $ 14,504,373 $ 14765828 $ 14,907,080 $ 16,314,171
Sanitary sewer service 26,352,078 25,465,066 26,286,533 26,710,230 27,863,732
Sanitation fees - - - - .
Other® 1,591,834 866,921 1,159,311 1,204,700 858,641

Total operating revenues 42,901,913 40,836,360 42,211,672 42,822,010 45,036,544
Operating expenses:
Operating administrative and maintenance 33,992,197 32,708,709 35,804,984 35,962,861 42,051,542

Depreciation 2,992,574 3,045,757 3,050,531 3,447,045 3,500,000

Total operating expenses 36,984,771 35,754,466 38,855,515 39,409,906 45,551,542
Operating income (loss) 5917,142 5,081,894 3,356,157 3412104 (514,998)
Non-operating revenues (expenses):
Interest income 2,597,400 3,361,773 1,995,210 1,929,614 1,419,630
Interest expense (247,180) (104,694) (32,588) (161,336) -
Transfers - - - - -
Net non-operating revenues (expenses) 2,350,220 3,257,079 1,962,622 1,768,278 1,419,630
Income (loss) before contributions 8,267,363 8,338,973 5,318,779 5,180,382 904,632
Capital contributions 457,207 3,557,718 4413317 3,119,117 8,323,446
Change in net assets 8,724,570 11,896,691 9,732,096 8,299,499 9,228,078
Net assets - beginning 106931017 115655587 127,552,278 137,360,640 145,660,139
Net assets, ending $ 115655587 § 127,552,278 § 137,284,374 $ 145660139 § 154,888,217

INOTES:
(1) Unaudited obtained from trial balance
(2) Other revenue includes miscellaneous charges (reconnection charges, returned check charges,
new account charges, etc.) and impact fees.
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ity of filalean

Water
FY20098 Prio  FY2010 _ FY2011 _ FY2012__ FY2013 __ FY2014
Revenues from current rates (Base FY 2010)
Water Sales - Base Vear Customers (FY 2010) 15792805 15792805 15792805 15792805 15792805 15792805
Passthrough eess ke purchased experse 0 1290461 2302154 326019 4054258  4881540)
Other Operating Reve 81
Subot Revemues 1789712 18910405 198 7o1
Rate increase proposed as nflation adjustment T60% T00% o £00% S005)
er Sales X B4504 1561997 2256189  2,978,149)
Pass-through increase water purchased expense
Other Operating Revenues 1007 16,187 80652 116496 153,774
Total Increase Due to Inflation Adjustment 265732 92310 3588213
‘Additional Rate Increase to Fund Expenditures
(Adjusted by inflation fator after 15t year)
“Total Water Increase to Fund Expenditures 0 T [ 0 0 ol
Revenues from Annexation Area
Water Sales - Annexed Area Customers [ [ 1355813 Zougsii__ 2753207)
Total Revenues 19902715 23032673
Percentage Increase 937% 957% 891% 757% 7.55%)
Operating Expenses
Water Purchased 13813872 13228920 12501935 12642264 13626266 14,674,084
Water and Sewer Services (9500) Allocation 5004257 5226493 5256218 5398, 5702139
Water Section Operating & Maintenance Cost 2551754 3214460 3238037 3409488 3780925
RO Plant - Operating & Maintenance Cost 1782087 3238671 970
Total Operating Expenses 20369883 21669873 22778477 24688976 36196627 27796118
[Net Operating Revenues (4761632)  (3505479] (2875763 (1656303 (B70111] 35093
Debt Service
DebeSavcs 2010 B s (nlucing Fess) - S (2694015)  (2592512)  (2744412)  (2988,027)
Capitaized Inte 541
roval Debt Sevice [0 1.297474)  (2592512)  (2744412) (2988027
Other Revenues (Expenses)
Interest Income - Bond Proceeds. 94,002 1978
Interest Income - Bond Reserves o 0 o [ o
Interest Income - Exsting WAS Cash & Investments 339634 169,833 82,701 28784 89,415
Total other Revenues (Expenses) 339634 35 87,682, 20784 9,415
Capital Program - Funding
State of Florida 275864
ant 558900 5441100
mi Dade County JP 9500000 10238474 33182905 o 0 o o
Contribution of Land for RO Plant 0 6000000 o 0 0
Other Income / (Expenses)
ection Fees 30000 51,000 51000 6183454 2318795 2318795
10 Bond Issue - RO. Plant Praceeds 46000000
Total Capital Program Funding 0050900 71995438 79,233,905 TESa5i 2318795 2318795
Capital Program Expenditu
i Sewer Sevices (9500) Alocaton 46940 1291000 o o 0 o
CIP Water Services (9510) JLomsss e 158100 166637 175636 185120
CIP ROWTP (9530) 73924113 17847,076
Total Capital Program Expenditures 79300113 5176 1756% 165,120
P 208] (17954176) 6016817 214315 2133675
Cash after Capital Program 4464270 (11194403 (3307807) (22039730) 1770367 (1442563 729848
Transters In (out)
s from (to) Reserves 2605132 5750000 7000000 20250000 (6600000)  (8500000)
Transfer (to) / from Sewer Funds 0 5300000 0 9450000 10750,
Water Renewal & Replacement Cost (830413) (830413 (908222)  (995136) (1151634)  (1266326)
Water & Sewer True Up Credit 572131
Total Transters 2605132 4347449 11469587 19341778 995136] 1698366 Su367E
Net Cash after Transfers 7069411 (6846954 8161785 (2697.952) 775231 255783 253830
(Cumulative Cash (excluding reserves) 7069411 222457 8384203 5686290  6AGLS21 6717304 6971134
42090822 21486154 20293154 212988 295692 6898057 15426842

Total Cumulative Cash including Available Reserves* 31757940 30,144,123 5968479 7056013 13675800 22502478
[Calculation of Reventies Due to Growth:

“Total Number of Accounts 54580 54580 54580 58141

Projected Growth from Base Year (FY 2010) - Annexed Area o o s61

Average Monthly Sales Revenue per Account 2011 2647 2007 31

Additional Revenues Due to Growth [ [ [ KECIEY
(Calculation of Impact Fees Due to Growth:

Projected Flow from Annexed Area (gpd) o o 727465 272799 272799

Projected Impact Fee per. 5850 $8.50 $8.50 s350 $350

Total Impact Fees [ 06w 18795

CITY OF HIALEAH 2006 WATER QUALITY REPORT

City of Hialeah

Total Impact Fees

Sewer
FY2009 &
prior FY2010  FY2011 FY2012 _ FY2013  FY2014 Y20
Revenues
Revenues from current rates (Base FY 2010)
Sewer Sales - Base Year Customers (FY 2010) 26889226 26889226 26889226 26889226 26889226 26889.220)
Pass-through increase wastewater purchased expense 0 o 860181 1831717 2885055 4026515
her Operating Revenues 733,250 33250 733,250 33, 733,250 733,250
Subtotal Revenues 27622476 27622476 78482657 79450193 30507531 31648991
Rt s roposed s o adstent T60% 300% +00% 500% 3009
Sewer sal 30228 1523006 269495 384Lesd 5070671
o through nerease wastewater prchased xpense o 4,407 109,052 228814
Other Operating Revenues 11732 41531 72523 104753 138,274)
Total Increase Due to Inflation Adjustment 1,960 537 766425 055250 5437761
‘Additional Rate Increase to Fund Expenditures
(Adjusted by inflation factor ater 1t year)
Total Sewer Increase to Fund Expenditures [ [ [ [0 [ [
Revenues from Annexation Area
Serwer Sales - Annexed Area Customers [ [ 2049620 3025838 4135759
Total Revenues 27622476 _28064,43 30,047,104 347270238 37,588,618 41222500
Total Percentage Increase 160% 7.07% 7.23% 7.27% 7.30%|
Operating Expenses
Wastewater Purchased 14335737 14335737 15195881 17158592 18606069 20165462
Water and Sewer Services (9500) Allocation 5004243 5226484 5256200 5398544 5547086 5702130
Sewer Section Operating & Maintenance Cost (9520) 2101, 2506693 2565837 2709981 862,603 225}
Total Operating Expenses 21441151 22088914 23017927 25267117 27015758 28891817
[Net Operating Revenues 6181325 975572 7079267 9003121 10572860 12330689
Debt service
FDEP SRFL Loan 225,000 (225,000) 225,000 225,000 225,000 225,000
Total Debt Service 225,000 225,000 (225,000 225,000 225,000 225,000
Other Revenues (Expenses)
Interest Income - Cumulative Cash
Interest Income - Existing W&S Cash & Investments 339634
Total other Revenues (Expenses) 339,634 T [0 [ 0 [
Capital Program - Funding
SFWMD Grant
Other Income / (Expenses)
FOEPSTALLoan 548,385
it / Connection Fees. 10,000 5000 5000 2007804 752,926 752926
rom I Caplal Program - Fanding 538,385 5,000 5000 2,007,804 26 752,926
Capital Program - Expenditure
CIP Wer and S Service (9500) Allocation 316937 1291000 0 o o o
CIP Sewer Services (9520) 10878729 6366000 6803570 9053965 175636 185,120
Total Capital Program - Expenditures 11225666 7,657,000 6803570 9,053,965 175636 185,120
10667281) (7652000 (6798570] (7,046,161 577.290 567,806
cash after Capital Expenditures 697 1731960 10925150 12673495
Transfers In (Out)
‘Trans - R&R Fund Capital Exp./Reserves 14854668
Transfer (t0) / from Water Funds (5300,000) (9:450000)  (10750,000)
Sewer Renewal & Replacement Cost (1381124)  (1381124)  (1403222)  (1502360)  (1713512)  (1879431)
Water & Sewer True Up Credit
Total Transfers 14420650 (6681124) _ (1403222] (1502360) (IL163512) (12629431
Net Cash after Transfers 10049328 (B582602)  (1397525) 229600 (238362) 44,064
Cumulative Cash 10049328 1466726 69201 298801 60439 104503
[Calculation of Revenues Due to Growth:
“Total Number of Accounts 54580 54580 54,580 s8.141 59477 60813
Projected Growth from Base Year (Y 2010) o o 3561 4897 6233
Average Monthly Sales Revenue per Account 4105 4171 4469 4796 5149 5529
‘Additional Revenues Due to Growth 0 0 Z0m9620 5025838 4435755
caculton of Disposal Gos D o Groveih:
imber of Accounts 54580 54580 54580 59477
Pmyecred Growthfrom Base Year (FY 2010) - Annexed Area 4897
Yearly Wastewater Purchased (Disposal Cost) per Account 26266 26266 27842 1281
‘Additional Wastewater Disposal Cost Due to Growth [ [0 1531977
Calculation of Impact Fees Due to Growth:
Projected Flow from Annexed Area (gpd) o o 727465 272,799 272,799
Projected Impact Fee per gpd 276 5276 276 276 276
07,804 752,926 752,926
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* THE CITY OF HIALEAH OBTAINS ALL OF ITS WATER FROM MIAMI-DADE COUNTY.
THIS INFORMATION IS PROVIDED BY MIAMI-DADE COUNTY.
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CITY OF HIALEAH 2008 WATER QUALITY REPORT

MAIN SYSTEM

PARAMETER MAJOR SOURCES

MICROBIOLOGICAL CONTAMINANTS

Total Glforn Bactera @) | 5% 0 s | 20 05% | Natualy prsentnth enironment
DISINFECTION BY PRODUCTS
Total 80 NA 80 | 2008 | 30(3-85) | Byproduct of inking water chiorination
Haloacetic Acids (ppb) (d] 60 N/A 60 | 208 | 29(5-68) | Byproduct of drinking water chiorination
DISINFECTANTS
Chioramines (opm) (¢) MRDL=40 MRDLG=4  MRDL=40 | 2008 25(ND-5.1) \ Water additive used to control microbes.
Chiorine (ppm) (e) MRDL=40 MRDLG=4 MRDL=40| 2008 | NA | Water addftive used to control microbes
VOLATILE ORGANIC CONTAMINANTS
i loroethylene (ppb) o i o | 00 | ND | Discharge from industral chemical factories
INORGANIC CONTAMINANTS
Antimony (ppb) 6 6 6 2008 ND Discharge from fr retardants, lectronics, solder
Arsenic ppb) 10 NA 10 2008 18(ND-18) Erosion of natural deposits
Barium (ppr) 7 ? 2 2008 0003 (0.006 - 0.008] Erosion of natural deposits
Copper (opm) ) (at tep) A=13 T3 AL=13 | 08I06(g | 0.07,0 homes outof 73 (0%) exceeded AL | Corrosion of systems
Fiuoride (ppm) a0 ) 10 | 20080 0702-07) Erosion of natural Geposis; water aodiive
‘which promotes strong teeth
Lead (ppb) () (ot tap] AL=15 0 AL=15 | 0806(g) | 28, 1 home out of 73 (1.4%) exceeded AL | _Corrasion of household plumbing systems
Nickel (ppb) NE A 700 2008 D Corrosion of bronze
Nitate as N) (pprm) 10 10 10 2008 08(ND-08) Erosion of natural deposits Runofffrom fertiizer use
Sodium (pprm) NE NA 160 2008 43(25-43 Erosion of natural deposits and sea water
RADIOACTIVE CONTAMINANTS
Alpha Emitters (pGill) | s 0 5 | 2008 34(ND-3.4) | Erosion of natural deposits
Combined Radum (pCIL) | 5 ] 5 | 208 | 07(02-07) [ Erosion of natural deposits
Uranium (ug/L) 3 0 0 | 20 ND | Erosion of natural deposts

WATER QUALITY TERMINOLOGY USED IN THIS REPORT

| hSBREVATIONSANDNOTES |

Action Level
Maximum Residual Disinfectant Level

(2) MCL = Maximum Contaminant Level

(b) Federal Goal = MCLG = Maximum Contaminant Level Goal

(©) The MCL for total coliform bacteria states that drinking water must not show the

presence of colform bacteria in 25% of monthly samples. A minimum of 380

samples for total coliform bacteria testing are collected each month from the

main distribution system in order to demonstrate compliance with regulations.

Atotal of 48 samples for Total Trihalomethane and Haloacetic Acid testing are

colected per year from the Main Distribution System.

() Compliance is based on a running annual average. This is the value which
precedes the parentheses collected during total coliform bacteria testing

() 90th percentil value reported. If the 90th percentie value does not exceed the
AL i.e., less than 10% of the homes have levels above the AL), the system
s in compliance and is wtiizing the prescribed corrosion control measures.

(9) The 08/06 data presented for the Main System is from the most recent testing
conducted in accordance with regulations. These systems are under reduced
‘monitoring which only requires testing every 3 years.

() Fluoride testing it
3 years in accordance with the State's monitoring framework. However, luoride
levels are monitored daily for the Main Syste treatment plants where fluoride is
‘added to promate strong teeth.

Maximum Residual Disinfectant Level Goal
= NotApplicable

Not Detected

None Established

picoCuries per Liter

Parts per billon or micrograms per fter (ugi)

Parts per million or milligrams per lter (mg/L)

Ranges (low-high) are given in parenthesis where applicable

‘The value preceding the parenthesis is the highest detected level
reported for the monitoring period except for disinfection by products
and disinfectants, where the running annual average s reported.

Jlations s required eve

* THE CITY OF HIALEAH OBTAINS ALL OF ITS WATER FROM MIAMI-DADE COUNTY.
THIS INFORMATION IS PROVIDED BY MIAMI-DADE COUNTY.

2008 ON DATA SUMMARY

PARAMETER FEDERAL | FEDERAL | STATE| VEAR MAIN SYSTEM MAJOR SOURCES
GOAL mcL MCL | TESTED
RADON (pCill) NE NE NE | 2008 174 (22 174) Naturally occurting in soil and rock formaions

NE = None Established
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APPENDIX H

GENERAL INFORMATION REGARDING THE CITY OF HIALEAH

THE FOLLOWING INFORMATION CONCERNING THE CITY OF HIALEAH,
FLORIDA AND MIAMI-DADE COUNTY, FLORIDA, IS INCLUDED ONLY FOR THE
PURPOSE OF PROVIDING GENERAL BACKGROUND INFORMATION. THE
COMPILATION OF SUCH INFORMATION ON BEHALF OF THE CITY INVOLVED
ORAL AND WRITTEN COMMUNICATION WITH THE VARIOUS SOURCES
INDICATED. THE UNDERWRITER HAS MADE NO INVESTIGATION INTO THE
ACCURACY OF SUCH INFORMATION AND THE INFORMATION IS SUBJECT TO
CHANGE, ALTHOUGH EFFORTS HAVE BEEN MADE TO UPDATE THE
INFORMATION WHERE PRACTICABLE.

THE BONDS ARE NOT A GENERAL OBLIGATION OF THE STATE OF FLORIDA
OR ANY POLITICAL SUBDIVISION THEREOF, INCLUDING THE CITY OF HIALEAH,
FLORIDA.

General Description and Location

The City of Hialeah, Florida (the "City") was incorporated in 1925 and is located in
Miami-Dade County (the "County"). The City occupies a land area of 23 square miles and, by
population, is the sixth largest city in the State of Florida with a population of more than 225,000
residents. The City reflects the diversity of the area, and points proudly to the many facets of its
growing multi-cultural community. The City consists of a strong and steadily-growing business
and industrial sector, a wide variety of quiet and stately neighborhoods, neighborhood parks and
recreational facilities, and its diverse cultural assets. The City is also one of the largest
employers in the County. Predominantly Hispanic, the City residents have assimilated their
cultural heritage and traditions into a hard-working, diverse community proud of its ethnicity, as
well as its family oriented neighborhoods. The residents and governmental departments
empowered with serving the people are committed to preserving a quality community
atmosphere for working and raising families.

Source: City of Hialeah, Florida.

(REMAINDER OF PAGE INTENTIONALLY LEFT BLANK)
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Population
Population trends for the City and the County are reflected in the following table:
Population Trends 1970-2010

City of Hialeah, Florida
and Miami-Dade County, Florida

Average Average
Annual Annual
Percentage Percentage
City of Increase/ Miami-Dade Increase/

Year Hialeah Decrease County Decrease
1980 2,184 -- 1,625,781 --
1990 4,051 8.51 1,937,094 3.00
2000 226,419 5589. 2,253,779 16.34
2001 230,059 1.61 2,285,869 1.42
2002 231,270 0.05 2,312,478 1.16
2003 233,388 0.09 2,345,932 1.45
2004 233,566 0.00 2,379,818 1.45
2005 230,407 (1.14) 2,422,075 1.78
2006 228,344 (0.01) 2,437,022 0.06
2007 228,528 0.00 2,462,292 1.03
2008 228,157 0.00 2,477,289 0.61
2009 226,605 (0.01) 2,472,344 (0.29)
2010 226,329 0.00 2,480,597 0.33

Source: U.S. Department of Commerce, Bureau of the Census 1980, 1990 and 2000;
Bureau of Economic and Business Research, University of Florida, 2001-2010
estimates.

Government
The City is a Strong Mayor-Council form of government with seven council members.
There is no city manager. The mayor and Council members are elected for four-year terms.

Listed below are the current mayor and City Council members and the year of their term
expiration.
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Elected Officials Year Term Expires

Julio Robaina, Mayor 2013
Carlos Hernandez 2013
Jose Yedra 2011

Jose F. Caragol 2011
Vivian Casals-Mundz 2011
Luis E. Gonzalez 2013
Isis Garcia-Martinez 2011
Katharine E. Cue 2011

There are currently 1,625 employees of the City, including a 365-member police
department and a 265-member fire department.

Source: City of Hialeah, Florida; Hialeah Human Resources Department.
Employee Relations

Under the State of Florida Public Employees Relations Act, Chapter 447, Florida Statutes,
the employees of the City have certain rights, including the right to bargain collectively through
representatives of their choosing on questions of wages, hours and other terms of employment.
The Public Employees Relations Act and the Florida State Constitution prohibit strikes by
municipal employees.

Florida is a right-to-work state and while employees may be designated by the State of
Florida Public Employees Relations Commission as being within a bargaining unit, the
employees have a statutory right to join or to refrain from joining the union, as they see fit. At
the present time, the employees of the City are represented by a union.

The City Charter creates a civil service system, which is charged with screening applicants
and hearing and determining appeals for disciplinary actions.

Source: City of Hialeah, Florida.
Budget Preparation

The City is required by law to formulate a budget annually with respect to all
departments of the City and to hold public hearings thereon as follows:

a. Prior to September 1, the Mayor submits to the City Council a proposed operating
budget for the General Fund for the ensuing fiscal year, commencing October 1.
The operating budget includes proposed expenditures and the means of funding
them.

b. Public hearings are conducted to obtain taxpayer comments.



C. Prior to October 1, the budget is legally enacted through passage of an ordinance.

d. At any time, the Mayor may transfer any unencumbered appropriation balance or
portion thereof between classifications of expenditures within an office or
department. At the request of the Mayor and within the last six months of the
fiscal year, the City Council may transfer, by resolution, any unencumbered
appropriation balance or portion thereof from one office or department to another.
At the close of each fiscal year, the unencumbered balance of each appropriation
reverts to the fund from which it was appropriated and shall be subject to future
appropriations.

Employees' Pension Trust

The City is the administrator of a single-employer Public Employee Retirement System
("PERS") established to provide pension, annuity, death, and disability benefits through a
defined benefit and a defined contribution pension plan that covers substantially all of the
employees of the City. Plan members are required to contribute 7% of their basic compensation
to the Annuity Savings Fund. The City is required to contribute at an actuarially determined rate.
Plan participants are permitted to purchase a maximum of four years of membership credit
service time. The contribution requirements of the plan members and the City are established
and may be amended by the Employees' Retirement System Board of Trustees.

The City's Fiscal Year 2009 financial statements attached as Appendix I show the
pension plan's funded ratio as of the actuarial valuation date of October 1, 2008 as 83.8% for the
employees' retirement system and 86.6% for the elected officials' retirement system. The City's
preliminary Fiscal Year 2010 numbers show a funded ratio of 80.4% for the employees'
retirement system and 88.0% for the elected officials' retirement system, with minimum required
City contributions of $19,343,873 in fiscal year 2010 and $21,920,464 in fiscal year 2011.
Copies of the most recent valuation report are available from the City Finance Director's office.

On August 25, 2009, the City passed Ordinance 09-54, which established a minimum
City contribution ("floor") to the Plan equal to 22% of the member payroll. Once every five
years, the City may increase or decrease the floor up to 2% of member payroll, if supported by
an actuarial study. The floor shall not be less than 16% or more than 28% of member payroll.
The new provisions also indicate that the floor is subject to Section 70-168(b) which specifies
the contribution shall be computed as a level percent of payroll in accordance with generally
recognized actuarial principles and the provisions of Chapter 112, Florida Statutes. Provisions
under Chapter 112, Florida Statutes, will take precedence in the event the required City
contribution calculated under Chapter 112 exceeds the maximum pursuant to Ordinance 09-54.

The City has two defined contribution plans; the City of Hialeah Police Pension Fund and
the City of Hialeah Firemen's Relief and Pension Fund. The purpose of these Plans is to provide
a means whereby police officers and firefighters of the City may receive benefits from funds
provided for that purpose by contributions of the City through state contributions. The



participants do not contribute to the Plans. These funds are a supplement to and in no way affect
police officer and firefighter benefits under the City of Hialeah Employee's Retirement System.

Effective March 1, 2007, the City established a deferred retirement option plan (DROP)
for Police and Firefighters. An active participant of the City's retirement system may enter into
the DROP, on the first day of the month following completion of 25 years of membership service
credit, provided that the sum of the member's age and years of service is 70 points or more.
Upon entry into the DROP, a member's monthly retirement benefits, which would have been
payable had the member elected to cease employment and receive a normal retirement benefit,
shall be paid into the member's DROP account. The maximum duration for participation in the
DROP shall not exceed thirty-six (36) months.

Other Postemployment Benefits

The City sponsors a defined benefit Other Post Employment Benefits ("OPEB") plan.
Retirees who meet certain age and service requirements may elect coverage for themselves and
dependents. Self-funded and fully insured options are available. Currently there are no
contributions required from retirees with single coverage and the single funding rate is paid by
retirees for double (employee plus spouse) coverage. Self funded management retirees pay less
for double coverage. Disabled contributions vary between plans. The OPEB obligation is
funded on a pay-as-you-go basis. The City's Actuarial Report for the Fiscal Year ended
September 30, 2009 showed an actuarial accrued liability of $243,161,545, and an estimated net
OPEB obligation of $35,065,830.

Economic Base

Total employment in the County in 2010 reached approximately 1,122,131. Leading
economic sectors based on relative employment levels include: government, retail and wholesale
trade, services and manufacturing. The following is a list of the top ten non-governmental

employers currently in the County.
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Major Non-Governmental Employers in Miami-Dade County, Florida (2011)

Firm Type of Business Employees
University of Miami Education 16,000
Baptist Health South Florida Health Care 13,376
Publix Super Markets Grocery 10,800
American Airlines Travel 9,000
Florida Power & Light Utilities 3,840
Carnival Cruise Lines Travel 3,500
Winn-Dixie Stores Grocery 3,400
AT&T Communication Services 3,100
Mount Sinai Medical Center Health Care 3,000
Miami Children's Hospital Health Care 2,800

Source: Hialeah Chamber of Commerce.

The following is a list of the principal employees in the City of Hialeah:

City of Hialeah
Principal Employers
(2010)
Employer Employees
Palmetto General Hospital 1,635
City of Hialeah (FTE'S) 1,524
United Parcel Service 1,119
Winn Dixie Super Markets 1,054
Hialeah Hospital 1,032
Publix Super Markets 816
Palm Springs Hospital 611
Sedano's Super Markets 573
Yellow Stone Group 434
Bank of America 378

Source: License Department.
Education

Education is a dominant factor in the makeup of the area with a campus of Miami Dade
College located within the City, a public school system consisting of 27 public schools, and
several private and parochial schools. Three additional institutions of higher education are
located within the County: Florida International University is state-supported while the
University of Miami and St. Thomas University are privately funded.



Miami Dade College is attended by more than 170,000 students on eight campuses and is
the largest institution of higher education in the United States. Miami Dade was created as a
community college in the 1960s, amid the strain of desegregation and the influx of thousands of
Cuban refugees. It was founded on the premise that anyone desiring a college degree has the
opportunity to do so. It was available to any county resident who graduated from high school
and opened its doors as the first integrated junior college in Florida. In 2003, Miami Dade also
introduced four-year degree programs and changed its name to Miami Dade College.

Florida International University ("FIU") is the City's first and only four-year public
research university. There are more than 44,000 students enrolled at FIU and they have the
option of participating in one or more of 200 bachelor's, master's and doctoral programs. The
student body at FIU reflects the diversity of the area with a population of 60% Hispanic, 14%
white non-Hispanic, 13% black, 4% Asian or Pacific Islander and 9% other minority groups.

The University of Miami, located in Coral Gables in the County, is a private research
university with more than 15,000 students from around the world. It is a vibrant and diverse
academic community focused on teaching and learning, the discovery of new knowledge, and
service to the South Florida region and beyond. There are 12 schools and colleges serving
undergraduate and graduate students in more than 180 majors and programs.

St. Thomas University was founded as a Catholic university by the order of Augustinian
Friars as Biscayne College in 1961. University status was attained in 1984 after adding 10
Master's degree programs and a law school. At that time the sponsorship of the university was
undertaken by the Archdiocese of Miami and the school's name was changed to St. Thomas
University. The mission of St. Thomas is articulated as being "a Catholic university with rich
cultural and international diversity committed to the academic and professional success of its
students who become ethical leaders in our global community."

Medical Facilities

Hialeah Hospital ("Hialeah") has been serving communities from central to north Miami-
Dade since 1951. Hialeah is a 378-bed acute care facility. Hialeah provides a wide range of
medical-surgical services, including an acute care unit for the elderly available to treat acute
medical conditions ranging from stroke recovery to pain management, inpatient and outpatient
surgery, maternity services, which offers childbirth class and has a Level II Neonatal Intensive
Care Unit for babies with special needs, an outpatient rehabilitation center, a sleep disorders
center, weight-loss surgery program, and a full-service, acute-care unit that offers treatment 24
hours a day/7 days a week staffed with healthcare professionals trained in emergency medicine,
including certified emergency physicians, and trained emergency nurses and technicians. There
are more than 400 physicians, and 900 employees on staff. Hialeah's Medical Imaging Center
offers comprehensive outpatient diagnostic services with the latest technology to diagnose
medical conditions, as well as store and distribute images, this includes a computer network that
allows for the storage, retrieval and distribution of digital images from CT, MRI, X-ray,
ultrasound, mammogram and more.



Palm Springs General Hospital ("Palm Springs") is a 247-bed privately-owned facility
located in Hialeah, the largest privately-owned hospital in the State. PSGH remains dedicated to
preserving a home-like rather than institutional environment for patients and their families by
offering luxury private suites as well as comfortable patient rooms. Over the years, new
construction and renovation at Palm Springs has kept pace with the latest developments in
medical technology, with renovations of their Intensive Care Unit, resulting in an ultramodern
facility offering the most advanced techniques for critical care. The Laparoscopic Surgery
Center allows patients to elect Laparoscopic surgery over traditional procedures. Palm Springs
offers all specialty areas with the exception of Obstetrics and Psychiatry.

Palmetto General Hospital ("Palmetto") is a 360-bed acute care hospital, which serves
growing Miami-Dade and Broward communities. Palmetto's 750-member medical staff and more
than 1,600 employees deliver acclaimed cardiac care, maternity care, pediatrics, wound care and
more. Palmetto's Radiology and Diagnostic Services Center and the Just for Women Diagnostic
Center are professionally staffed and equipped to offer a broad range of advanced diagnostic
services in comfortable settings. The adult and pediatric Emergency Departments are staffed 24
hours a day, seven days a week by physicians, specially trained nurses and technologists to
provide care for patients who are experiencing acute problems and who need immediate
attention. In addition, Palmetto’s Outpatient Rehabilitation Center offers comprehensive,
multidisciplinary rehabilitative therapy programs for adults and children in beautiful
contemporary facilities.

Recreation

The City of Hialeah boasts three tennis centers, more than five public swimming pools
and aquatic centers, and more than fourteen public parks totaling more than 100 acres combined
and offers a wide variety of recreation activities to area residents and visitors. Recreation
programming includes youth and adult athletics (i.e. girls and boys, football, soccer, baseball,
softball, volleyball, cheerleading, swimming and water polo), summer and holiday out of school
camps and a host of other activities for citizens of all ages. Milander Park features a municipal
auditorium and a 10,000 seat football stadium. City park facilities and community centers
provide meeting space and host a number of arts and crafts and fitness activities.

Hialeah Park is the home of the Audubon Bird Sanctuary for flamingos, a trademark of
the city, and is listed on the National Register of Historic Places. On the grounds one of the
oldest, continuously operating racetracks in Florida is found, as well as landscaped gardens,
historic buildings and many other interesting sights.

Hialeah offers many options for those seeking an active lifestyle. Amelia Earhart Park
named after the famous female pilot, is a weekend favorite. Beautiful bike trails, complete with
daring obstacles, offers cyclists a challenging and scenic ride. The park also features two
stunning lakes, full of large mouth bass. The park's picnic facilities offer many spots for relaxing
and getting together with family and friends. An expanding skate park and climbable rock
formations also contribute to the visitor’s endless possibilities for fun.



Transportation

Hialeah is served by the Miami Metrorail at three stations: Okeechobee Station, Hialeah
Station, and Tri-Rail Transfer Station. The Okeechobee and Hialeah stations serve primarily as
park-and-ride commuter stations for Downtown Miami and Brickell commuters. The Tri-Rail
Transfer Station allows easy connections to Tri-Rail to Miami International Airport and West
Palm Beach. Besides the Metrorail, Hialeah also has two Tri-Rail stations: the Hialeah Market
Station and one at the Tri-Rail/Metrorail Transfer Station.

Within 30 miles of the city center, there are a total of two airports and a total of five
Amtrak train stations close to Hialeah.

Miami International Airport (MIA) is located 4 miles from Hialeah and is operated by the
Miami-Dade Aviation Department and is the property of Miami-Dade County government.
Founded in 1928, MIA is the largest U.S. gateway for Latin America and the Caribbean and is
one of the leading international passenger and freight airports in the world. In 2009, 33,886,025
passengers traveled through the airport making the airport the 25™ busiest airport in the world.
Located on 3,230 acres of land near downtown Miami, MIA's terminal is being expanded to
more than seven million square feet through a capital improvement program scheduled for
completion in the winter of 2011.

Fort Lauderdale-Hollywood International Airport (FLL / KFLL) is located 17 miles from
Hialeah and offers international and domestic flights. In 2010, the airport processed 22,412,627
passengers including 3,447,393 international passengers. The airport's close proximity to cruise
line terminals at Port Everglades has also made it popular among tourists bound for the
Caribbean.

The Port of Miami is recognized and has been for many years, as the "Cruise Capital of
the World" and "Cargo Gateway of the Americas". It has retained its status as the number one
cruise/passenger port in the world for well over two decades accommodating the largest cruise
ships in the world and the operations of such major cruise lines as Carnival, Royal Caribbean and
Norwegian Cruise Line. As the "Cargo Gateway of the Americas", the port primarily handles
containerized cargo with small amounts of breakbulk, vehicles and industrial equipment. It is the
largest container port in the state of Florida and ninth in the United States. As a world-class port,
the Port of Miami is among an elite group of ports in the world which cater to both cruise ships
and containerized cargo.

Taxes

Florida has no personal state income tax or inheritance tax. There is a state corporate tax
of 5.5 percent on net income (with an exemption on the first $5,000 of corporate profit) and a
state retail sales tax of 6 percent. Ad valorem (real estate) taxes combine city, county and school
districts levies, plus special districts. Florida's Homestead Exemption Act exempts home
owner's taxes on the first $50,000 of assessed value. Property in the City and County is assessed
at approximately 100% of true market value.



Bond Issue
Capital Improvement
Revenue Refunding
Bonds - 2007

Total Outstanding
Bond Debt

Notes

Florida Municipal
Loan Council
(FMLC)

FMLC
FMLC

Community
Development Block
Grant Section 108
Loan

Bond Anticipation
Refunding Note
TOTAL NOTES
PAYABLE
Mortgage Note
Florida DEP
Revolving Loan
Charter School
TOTAL BOND
AND LONG-TERM
DEBT

City of Hialeah, Florida
Schedule of Bond Debt and Long-Term Debt
As of September 30, 2009

Original
Issue
Issue Date Amount
2007 $2,283,000
Original
Issue
Issue Date Amount
1999 $30,000,000
2003 48,135,000
2005 29,090,000
2000 4,400,000
2009 18,000,000
1991
2001 2,997,370
134,905,370

Unpaid
Balance at
9/30/08

2,223,591

Unpaid
Balance at
9/30/08

19,520,000
43,890,000

27,535,000

3,090,000

18,000,000

109,035,000

103,325

114,361,915

Unpaid

FY 2009 FY 2009 FY 2009 Total Balance at
Principal Interest Debt Service 09/30/09

175,840 2,047,751

175,840 2,047,751
Unpaid

FY 2009 FY 2009 FY 2009 Total Balance at
Principal Interest Debt Service 09/30/09

1,400,000 18,120,000

930,000 42,960,000

555,000 26,980,000

200,000 2,890,000

1,500,000 16,500,000

4,585,000 107,450,000

1,875,810

103,325

4,585,000 107,450,000

() Excluding utility and other enterprise fund related indebtedness



APPENDIX 1

AUDITED FINANCIAL STATEMENTS OF THE CITY OF HIALEAH FOR THE YEAR
ENDED SEPTEMBER 30, 2009 AND UNAUDITED FINANCIAL STATEMENTS
RELATED TO THE WATER AND SEWER SYSTEM FOR THE YEAR ENDED

SEPTEMBER 30, 2010
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REPORT OF INDEPENDENT CERTIFIED PUBLIC ACCOUNTANTS

Honorable Mayer and Members of the City Council
City of Hialaah, Florica

We have auited the ing financial of the activities, ihe business-type actwities,
each majer fund, and the aggregate remaining fund infamation of the Cty of Hialeah, Florida (the ' Ciy'} as of and
for the fiscal yeac then ended September 30, 2008 which tolleGtively comprise the City's basic financial statements,
as listed in the 1able of contents, Thesa financial are tne of the City's ¢ Qur
respongibility is 10 express opinions on (hese basic financial statemenis based on owr audit,

We conducled our audit in acturdante with auditing standards generally accepled in the United States and the
standards applicable: to financial sudits conlained in Goverswent Auditing Standards, issued by the Comptroller
Genaral of the Uniied Slates Those standards require that we plan and perfort: the audit 16 oblain reasanable
aseuranco about whother the financal statemiants are frea of malerial misslalement  An audd includes
considaration of internal control over financial reporing as a basis for designing audil procedurcs that are
appropriate in the circumstances, bul not for the puipose of expressing an cpinion on tae effsctivensss of the City's
internal contral over fingncial reporling. Accordingly, we express na such opnion. An audit also includes cxamining.
or a lest basis, cvidence supporling e amounts and disclosures in the fnancial stalements, assessing the
accounting principles vsed and significant estimates made by management, as wefl 3s svalualing the cusrall
financial statement presentation. We helieve that our audit provides a reasonable basis for our opinians

In our opnion. e financial Statements refemed 1o above present fatrly, in all material rospedts, lhe respechive
financial pasition of the goverrmental activites, the Business-type activibes, each magor fund, and the aggregale
eemairng fund infermation of the City as of Septernber 30, 2008, and the respactve charges in finantial position
and cash flows. where applicable, for ta year then ended n conformity with accounting prircnlas generally
avtepted in the United Statas.

In accomance with Government Auciig Stangants, we have also issued our repor dated March 24, 2010 on our
consiteration of he Gity's intemnal control over fnancial reporing and br our tests of its compliance with certain
provisions of laws. regutations, contracts grant agresments and other mallers  The purpose of that report is lo
describe the scope of our testing of nternal canteat over financial reporting and complisace and the results of that
testing. and rol 16 provide an oginien on th internal control over financial reparting or on comeliance. Thal repart is
an integral parl of an audit performed in accardance with Govariment Auditing Slancards and should be considered
in sssessing he results of our audit

MANAGEMENT'S DISCUSSION AND ANALYSIS
(MD&A)

Hororatle Mayor and Members of the Cily Countil
City of Hialeah, Flarida
FPage Twy

Managernent s Discussion and Analysis and he Required Supolementary Infoteration, Yistad in the table of cantents,
are not @ required part of the basc firancial stalements but are supplementary information requires by ganerally
socented accounting orinaples. e have apalied centain imed procedures. which carsisted principally of mGyines of
managemen: regarding the mathods of measurament #nd presentalien of the required supglemeriary MiomRaton
However, wa gid not audit tne nformalion and exprass no opinion on it

Out audit was conducied for he purese of formeng opinions an the finandial statements that collectively comprise the
Gity's basic nanaial statements. The introductory sscton, combining and mdwidual fund finansial statements anc
chedulas and the stalistical lanles are sresented for aurposes of addilienal analysis and ate nol a required part of the
pasic financial slazemants. Sirlarly, the aucompenying schedule of expenditures of ‘aderal awarcs and state financial
assrstance pojacts is presemed for purposes of acdional amalysts a5 required by LS. Office Management anc
Sudget Gircurar A-133, Audis of Stares. Local Gevernments, and Nen-Prefif Organizapens; and Chapter 10.550. Rules
of the Autitor Generel, and i =0t 3 requirad pan of the bas.c financial statemerts. The combining and inciv dual fund
financial statements and schedules and schedule of expenditures of federal awsrds and state fnaneial assistence
projects bave been subjected lo the auditing procedures applied wn the dudit of e basic financial staterments and. .n
our apinion, is faidy stazed in 3ll sacerial respecs in reialion 1o the besic inancia! sleleMens tiker as 3 whole. The
infermatian identifigd in the table of conten:s as the Inlroductory srd Stabstics’ Sections has 7ot been subjected to the
auditing procecares applied in the audt of ihe basic fnancial staterments, and. actortingly, we express 19 opinun
thereon

Albernr Cabatlore & ﬁm/oa.fr(;, P

Caral Gables, Florica
Marca 24, 2010

MANAGEMENT'S DISCUSSION AND ANALYSIS

As managemsnt of the City of Mialeah, Flonda, we offer readers of the Ciiy's financial statements fus nar-alive
overview and analysis of the financial achvilies of the City for the fiweal year ended Seplember 30. 2009,

Elnanclal Highlights

- Trenet assets of lhe Cily of Hialeah's Governmental and Business-type funts excesded 45 1aniizes at tha dose
of the Most recent fiscal year oy 264 miliion,

o Met assels of the City's govarnmental acivites decrsased by 9% (S12.7 millien) from $136.8 million (after
restatement) for 1ast fiscal year, comparat 1o $123.1 milior n the curent fsczl year, Thss decrease wos due
grenarily to the new GASB 45 pronouncemeni regarding Other Posl Ermaloymen: Benelis (OPEB). Based on
1ne sctuarial evauglion, e OPER lability for the current fiscal yoar decrezsed toial ne: assets af tha Crly by an
additional $10.9 million compared 1o the prior year. These changes repaned in the statement of activitiss do not
Tequire the use of current financisl reseurces. Therefore, not corsiderning these non-gash changes, the City had

a decrease in net asse of 51.8 miliion ar 1% i Ihe current fiscal year.

«  Netassels of the Cily's businaes-type activities increased by 5% (36.8 millon) fram $334 & million (a3 restates)
for lesl fiscal year. compared to $141 & milhon in the Gutrant Sscal yaar

+ A the close of the curren: fiscal year. the City's Governmental Funds repnried a combined ending func balance
of $33.9 million. 3 dscrease of SBOD housand in comparisen with the prior year.

s Approxmately 73.8% of the City's Governmental Fune Balances tolsl amnunt 15 consicerad unreservad funos
and The remaining 26.2% & Consitered reservert funos. The 525 millior of unreserved furd balances are
consered Lrdesgnated af Ine closing of the year, and are funds avaitzbie far spanding ai the gavornment's
discration. It imoodan: kor readers to vnctersland Inal these funds svaiable for spending are essential fur larg-
1erm commitments and unanlicipated contingeneies and should ot be considered superfiugus. Of the $BY
miliign in resered fund balances, approximately $2.6 milion have been designaied or subseguenl years'
experditunes. £4.6 mificn for fulyre consiract.on, §1.2 millan far pudlic safety and $8.5 milicn for debt sarvice.

Overview of the Finaneial

This discussion ant analysis is inlended lo serve 8s an infroduction 1o fhe Cily's basic financia! sietements. The
City's basic financial statemenis consist of three compongnis: 1} governmert-wide iirancal ter 15, Z) Tundi
firanga! statements, and 3} notes 10 the firancial s1atements, In additian 1o (rese basic nancal slatements, 1his
report conlains ofier supplemeniary nlormanon

are designed 1o provice
clor business.

e ide financial - The goveri e financial
readers wilh a wimac ovendow of the $y's hnances. in a marner s:milar b @ privals

The statemcnlt of net 9ssols presents information on all of the Cily's assets and labilities, with 1ke difference between
the bwo reparied ax nef pssels  Over lime, increases of decreases it nel assels may serve as a useful indicatar of
whatrer 1he financiai position: of the City is improvng or detenoraing,

The siatament of activitres presents informatior. showeny haw the City's net assers ehanged during the most Teoent
fiscal year All chamges n net assets are regorlod as s03n as the underying event givieg fise 1o Ihe change oeours,
regariess of the bming of relaled cash aws  Thus, reverucs anc expenses are reported In this statement for soMe
riems that will ony fesult in cash ows in future fiscal periods (e ., uncellzcled taxes 296 carned but unused vacaton
leave).

Both of the government-wide financial staiements d:stmguish funetons of the City that aro princizolly suported by taxes
and enfal revenves aotivifias) from othee fungions that ae mengen 10 recover all or a
significan potion of theiz costs shio.gh user kess and charges [businoss 4ype activiios]




The governmental achwdies of the City include pobee, fre. sireels, grants, bus citGulator and human senvices, staie

housing inative, work investment acl programs, hirary. code . licenses, fleet maintenance. cor ang
atlerance, recreation and community services. planning and devslopment, and ganeral and adminsiratve services.
The bewness type adivibes of he City nelude solid waste and waler & sewer oooratons  Tre govermmeal-wide
finangial statements can ba faund on pages 17-18 of his report

Fund financial statements - A fund is 3 grouping of retated acceunts hat is used 1o MaiNLain conliol over ISSOUNGES
that have been segreyated for spewhic adt of ohjectives. The City, like ather slate and [ocal governmenls, uses
fund accounting to cnsure and demonstrate comphanae with Fnancesrelated iegal requirements. Al of the lungs of
the Cily car Be dvded imie thiee catagories: governmental funds, praprietary funds and fiduciary funds.

Gavernmantai funds - Governmental funds ate used lo avcount for essentiaily the same furclions repored 25
governmentat actiwliss in the government-wide fingncial stalcments. However, unl ke the governmentwide financia
stalernents, gavernmental fund financial statoments focus on rwar-ienm mfiows and oulflows of speRCabie rescuices.
as well Bs on batenees of spendadle resoureas available ar 1ne end of the fiscal year. Such :rformation may be
usedu! in evaluating the Gity's near-term fingncing requirements

Because the focus of governmonial funds is narmowar than that of fhe goverrment-wige fnzrcial staiements, 4
Lselu’ to compare he wigrmation presemad for goveramenzst fungs wiih similar information presented for
povernmental activities in the government-wide financial statements. By doing 56, the teater may betler understand
the iong-term impact of t1e Ciy's near-term finanaing decisions. Both the governmentu! fung baance snee and the
governmantal fund statement of revenuss, expendiures, anc changes in fund balerces pravide 2 reconcilaton 1o
fac nale this beteaer Gows fundis st

tivitiny

The City maimains scuera) ndividual govemmensal funds, Informaton is presented separately in the governmantal fund
baance sheet and I~ e governmantzl fund siatement of revenues, experdilures end changes in furd balances far thre
Genedal Fund, which s tonsigered 1o be the maor fund. Dats from the otner goverrmantal funds are combined no a
=ingle, aggrogale presentabion. Indwiduat fang! data for each of these ron-major covermena! funds s prowided in the
form uf comipning statermants elsewhere i this 1o,

The City alopts an annual appropriated budget for ts General Fund A bungelary comparisor siatement has been
provided for the Generai Fund to temonstrate cemplignce with *is bucgel. The besic governmental fund financial
siatements can be found on oages 18-20 of this reaor,

Prapristary funds - The City mzintans ore lype of prapnelary func. Entaraeise fnds are Used 1o regort the same
Tha City uses

furclions presemed s busmesslyps ashvites in ire governmenl-wide financial staleme
entrvoese funas to account for its solid waste, sransit and warer & gawar oaerations.

The proprictary fund mrovides ‘fe same Lyse of informaton as the govemment-wide financia! siatements. on'y 1
more detal. The propreiary fund financial statements pravide separate information far e solid wasto and water &
soner DPEations. which are considered tn ne mapn fonds of 11e ity The basic proonetery fune fisanc:at stataments
can be found o paces 22-26 of s report.

Fidueiary funds - Frduciary funis are vsed to account for resources neld for the benefil of perles autade the Ciy.
Fulugary lunds are cot seflected in the government-unde inanudl slatement beesuse the resources of those funds
are rof evaiiaple 19 suppor lhe City's awh programs. The accounting used for trucary funds s much Lke that used

fur proprictary fords. Tae sase fiduiary fund frangr. slatements, can b0 Tound on pages 27-26 of this report

CITY OF HIALEAH - NET ASSETS
Goverameniai Rusiness-type Total
Acliviles 2099

Governmental Busine:

Aclivilies Activities Artivities

urrent and other assets

S GO5H710 5 46718592 § 106 678,703 § 51989723 § 60625661 $112.215,384

Reslncied assets 3ME060  ZB07A05T 31506126 ¥TAO08 23925492 31704397
:\Jnamnmzen hond issue costs - - - - - -
Capila! assets. net 313,160.271 105,635,865 418799156 313,320,776 90,388,536 _ QU3 718,374
Total assets 377.23B,050 34D 435,035  BA7G73.985 _ 372760406 174,840,749 HATA39.165
Long-term fiabilities 204845296 13073088 238010284  2M1ATRO001 12085144  230.A65,145
ther iiabitities +9Z16E30 25,086,174 45203014 _ 18832700 _ 28080662 46923423 |
Total labilities. 253162136 3906062 203772288 _ 337612761 _ 4175806 277,788,367
Met Assets:
Invested n capital assels,
net of related debt 203,538,065 103.874020 307.412075 200,906,073 88,351,287 283,347,366,
Restricted 6,277 482 £277482 1778805 7.778.905
Unreslrictec {86730623) 37501753 (49237870}  (TRE0R.330) 46322656 (27275683

Toizl re! essels

$323.075.914 $.141 375,773 § ¥64,451,6G87 | S 135,176,645 % 134 673 923 5 259,850,688

Net assets of tha City's aovernmental aclivities decreased by 9% (S12.% millon) from $135 2 millign for lagt fiscal

lon n Ihe current fiscal year. Ses detsled explanaton under Financial Higheigh's.

year, comoared to $123.1

Net azsets of "o Sity's 0USINESS-type actvities iIncreased oy 5% ($6.7 million) trom $134.7 melion for 1ast fisca year.

compareg 19 $141.4 rrikion in the curent fiscal year

CITY OF HIALEAK - CHANGES IN NET ASSETS

Soremrairal Businsstyns  Towal Gavemmenlal  Busiréss-ve Total
Agiradieg 2099 Aclivilies Attraties 2108
Fevcoues:
Frogram revenugs;
Charges for services $ 21550085 § 56406009 § $16a90T4 § 2472520 S STEILHIE 3 ELI0BIMT
Operatiag granis & comringtions 15,049,782 +6,0d0,142 £534,71 85748
Cap:lal granls & contri iions 18323068 38017 IBA2285 16973580 4413317 12991897
Ganeral Rowennes !
Property taxas §5.606.056 65606056 CAAILEIS 05,833.515
Uity 1088 22540507 - 22580807 29.0%6.763 21696763
Franchise fees on gross recaipts 11602 598 11,602,598 11.865.71% 11 855‘713‘
iergovernmental revanue 26285954 26.286,885 32208844 - 22292844
Grants & contrbutions Un-estricted E - . - - E |
\Inresteled interest __ ITaSEE 1970614 7,102,179 595,550 1985210 2 98T R5G
- Total revenues T2MASE 61647720 PDTTIATE  t02577id% 81044145 246621204 ¢

Notes to the financial statamants - The noles provide adeitional infermation fat s essaatial to a fuli understanding
of the dala provded in the gevernment-wide and fund financial stalements. The noles to the basic faancial
statements can be feund on pages 28-88 of this repart

Other information - In addilion to the basic {
Gertain raquitod supplementary mfsrmation incluging. but not Imited to, the budgetary companson schedule of tre
General Fund ang misrmation conceening the City's progress in funding its obligation 1o provide pension denehils
its employces,  Reouired supplementary nformalicn can be found on pages 68-73 of this reparl. Tha camGining
statements referrad to earlicr in connection with ron-mast govemments: funds is pressmied Immedately following
the requited supplementary nformatan. Cambinng and individus- fund statements can e found on peges 74-93 af
e -eport.

ancizl statements and ascompanying notes. this repor also presents

Government-wide Financial Apalysis

Net assets may senie over Ime as 2 useful nakator of the City's financial possion. n the case of the Cily of Higleah,
total et sssats axceed lmoilies By S264 milion i the ciose of the most recent 15¢al vear. This is 3 less than 2%
gecrease comparad 16 las: year's net asses of $269 milan.

City of Hialeah
Net Assets
September 30, 2008

——

I J‘n;.;:rmlad |

Fasncted

[ oGovermmental BBusiness Type |

By far the largest sorlion of Te City's nét astets (87%) reflscts i investment in capilal asses (e
machinery wnd equipment, ete.f; iess any related cebl used 1o acquire those assots that are s

. land, buidings.
autstanding. The

City Uses !ESEe capital sssets 10 provee services 1o its clizens: consecuentiy, they ame naf avalabie for futwe
spending  Aithough the City's invesiment in its casilal assals s reporied net of rolaled debt, it should be noted 1hat
1he resouices neeced lo reday s dob! inust be prowded from olher sources since 1ne capital osscls themselves
cannat be used 1o liguicate these liabilties

An agditiona! gortion of the City's net assels (3% reprosents resources thal @ subjsc! 10 external rastrichons on

how they may be usen. The remaining Belance is considered) untestieied net assets and that amount is & negalive

548.- rvllion. This figure sustaies that if all Jabiliics became due ot Ihis pomi 11 pne, totar assois would be

insulficign: Lo uover b our obligations. Fued assers af the Cily would neec 16 be sold in order 10 Meet conungencies
5.

CITY OF HIALEAH - CHANGES [M NET ASSETS

Expenses:
! General gavernment T4 30a 843 - 74,384,643 CEREGRCY] - 49, 140.040
| Poiice <E.BS? 988 - 48,202,938 47 982 487 47,252,487
F1o 3w5pda2 S AN 058400 38.058.400
Streets 13,965 3% - 13 865 286 14.561.827 i 1927
Reercalion § communily servise 13,262,101 /I 16045320 6,045,320
ntorest o lang-lern: debl 5431743 - 5421 745 3558726 - 5.559.726
Viater b sewer - mesETLRZ 3BSTLIAE - MBEal0d 3646003
Suhd -vaste - TR 134 T4 TR 13,328,166 16.349.165
ialeah irculater - ” - 2714568 12 538
Total expenses 197 315783 54,314,376 2 £23 159 161,347,900 FBAE1BIE __ DarTINTIG
Zharge in nel assels befora iransfers 113,087 .127) 7233314 15.853.743) 18.770.751) 7.092.328 11.178.422) :
Transteis RN - - - —
Charge in 2l sssels (12886 0568) BE22TE 45.853.783) e i 7592329 (1.178.422)
% aseis- biginning 135771973 _ 13533497 _ OTCA0S 470 _ 43047395 12081614 _ 271020610

He: asseis-gndin

§ 12007601 § 1375775 § 264451667 5. 1IRITEGAS 3

134573943 §

65,550,585

2etlvities - aclivdies the City's net assets by 512.7 mdlian. This decreasa
was due primarily {0 the new GASE 45 pronouncement regaeding Other Post Employment Benalits (OPEB). Based
an the actupnal ovaluator, the OPEBR expenss for the cusrent fiscal year decreased Wizl net assets of 1he City by an
additional $10.9 million tempared to e pricr year. These changes regortad in the statermant of acliviies do nol
raquire he use of current financial resowrces. Therelore, not corsidering these non-cash changes. the City had a
decroase in net assot of 51.8 millun or 1% in he current fiscal veae, 10 gddition, 8 vatorem tax revenues docreased
by $3 2 million in the currant fistal year: Lhis was due o @ ¢ecrease in tha assessed progerty values wilhin ine City by
the Miami-Dade Goumty Propery Agpraisers’ Gifice.  This continues 1o ha a challenge for the Gty of Hizieah 10
mainlen the high level of services whi‘e revenues continue to decrease in the current econumic Grisis. Yet despits
these issups, the City of Higleah remains datermined to maintsin its prumise not te raise taxes. The Gity's milage
rate remained unchanged from e pricr fiscal year al @ ratg of 6.54 mills and will remain at that raie for lhe coming
fiscat year

Blusiness-type achvities - Net assets of the City's business-type activities increased by $6.7 millon i the Gurrent
fiscat year. Dunng the cument fscal year the Hialeah Circulatnr fund wias conveniad from an enterprisc fund to a
spocial revenue fund. Due te the transfer of this fund, Curent year revenyes and expenses Tn ihe business-type
activiliss funds docreasad approximately 1.8 million and $1 milion, respective'y. Notwithstanding this change.
cutrent year rewenues and exponses remained relasively conslant as compared o the pror year in the Cily's
business-type achvites. in auditien, thers was approximately a $1 millon decrease in Capdah granis and
conlributions received by the Water and Sewer Jepariment during the current fisca! year,  This demonsirates that
ower the last several fiscal years of operations the City has heen stable with raasonable sources of ncame white
perorming wery cHiiciently. The cureent year operaling loss for Sclid Waste fund of $1.1 millon was due primarily to
the now GASE 45 prontuncenent regarding OPES and lhe depreciation expense amourt in the current hscal year of
S746 and $754 thousam, sespectvely. These changes reporied ir ihe stalement of reuenues. cxpenscs ond
changes in net assels do rot requine the use of curent firancial rescurces and are non-cash transaclions. Therefore,
not considering thess nen-cash ransactions. the Solid Waste fund had operating incoms in the nomal course of
oparation of S434 thousand in the current (iscal year This operational ncome was fue 10 3 detease in oparational
expensas of approximately $528 thousand in the current fiscal year while mainlaining the City's high lovel of servives,
Oae: 162 the current ecenamic crisis that the nation is udergoing. the City decided mut 10 ngrease the ates chamsd to
the residents for these sevices in the current fiscal year in order ko alleviare their financial burden.
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Financial Analysis of the City's Funds
As noted eadier, *he City of Hialeah uses fund seeobnting to ensure and walh ted
tegal requiremens.

Govornmentaf furds, The facus of the Cily's governmental funds is o provide information or aear-term anflgws,
oulflowss, and halancos of spendable rescurces.  Such mlormalion 15 useful m assessing the City's financing
equrerents  |n pariuiar, uiasersad fund balance may serve as o useful measare of the City's net resaurces
available or spending al the end of the fiscal year

City of Hialeah
Goveinmenlat Fund Balancas
Septeinber 30, 2009

. @Unraserved Fund Balariss

| BRessreed Fund Balance

Funds

Genaral Fund

As of the end of the current fiscal year. Ihe City's governmenfal lunds reperled combined ending fund balances (Eoth
resgtved and uhreserved) of $33.9 million. a decrease of 5778 thousand in cumparsen with fhe prer vear. Tha
ingividual statemrent of revenues. expendiures and fhangas in fund batances for noam ajor governmental funds can oe
ferang on pages 78-80 of tnis reporl.

targserved fund balance \n the amount of 52°.7 millon or Y9% of ota fund belance consfitulus amaunt wdveh i
availabie for spending as expldined eaier unter Financiat Highlghts. The remainder of fund balarce is resaniad lo
ngicale il ig not available for new spending beceuse 1l has avready heen commitied for 2 wanety of restroted
Durposes such as encumbrances anG mweniary.

The General Funt s the chef operating fund of the Cily. General tax revenues znc other receipls Ihal are nat

allocaten by aw or comlraciual agreemenl 1o another fund aro accoures for in 1his fund. General operating
expensas, fixed chaeges and capital improvement costs not paid through alher funas are pad from this fund,

Expendilures in ke General Fund are shawn in ine following scheduls:

s -
2008 2008 Amant Incr Percent |

! Percant of Percantof  {Deer) from Ircr -Lioer
Exgenditures 2009 Tatal G Tatal rio: Year  from Priar Yeur

s

eneral goveriment 26,154.810 1B99% § 29420549 2082% $(3274739)  -11.13%

Polica ADB1B.16S  28.70% 41532291 28.38% (B12126)  -1.48%
Fire 30.519.478 22.16% 1089478 2138% 00 109%
91+ cammunications deat. 234850 108% - 0.00% 2334840 100.00%
hy clers office 405,085 D.66% 1315761  0.33% @089 A1.21%
oMe 624,505 0 a5% 668268 D4TH (46,76¢)  T.OB%
Office of the Mayor 662240 0.48% 655965 D 46% 6275 (.96%
'Commun, & spe. cvents 841126 0% 1016370 0.72% (i75,224)  17.24%
‘Emplcyces ren 489.759  0.36% 519634 037% (296065} 5.75%
Library 1I00 898 1.23% 1805684 1.34% 195.786)  -10.32%
L:nm;.\.anoe division 555821 040% 563.559  04D% (FTI TH
Faance 929122 06T 907.045  064% 22077 243%
Zivision of lisenses 553526 0.40% 478.074  0.34% v5.054  t5.YEY%
Irformation: syslems 1ETE006  1.22% 1425884 102% 229942 15.89%
Fioet mairtenance 2.555.219  1.B5% 2361705 167% WiEA  B19%
Tonsiructior. & maint 4464077 3.24% 3123798 22i% 140279 429°%
i scr. & comm. 0096913 7.33% 9991115 7OTH% 106,798 1 66%
Pianning & develop. 2,508,832 1.80% 29838630 208% [43z188)  14.71%
Libals cemer 2.056.509  149% 1.969.595 1.39% BTO04  44w%
2w BE06M (1 T0% 988.913  0.70% (Z8zav) 2 06%
Risk manzgement 732041 053 746475 051% 15566 27%
[Human resources 821706 0.60% 893341  0.49% 128567 1851
apitel outiny 3985885 280% 7236301 512% (3250416)  44.92%
bt service ___NZDAR 05 705254 DSO% 105 0.24%
|D Tota' §1A7,7B0102 C0ODO% 541345760 10000% 511595158} -254%

The amount of Ganaral Pund revenus frorn various seurces. the percentage
compared 10 ks f5ca' yoar aro shown in the following schedule:

of the lotal and the amount of eharge

2008 Amount lacr Percent

‘ 2009
Porgent of Percent of {Decr) from incr -Decr
I Revenue Sources 2000 Amgyny Toa| 2008 Amount Total Prigr Year figm Prior Year|
Ad valorem 1axes 5 65 666 056  4B.82% 5  BB.B31515 4B 7S% 3 [3.167.450) -d 0%
!J!l\“!' & ather tazes 22580 807 18.78% 21.686.763 1537% 884 044 407
rancivse ees 11,602 888 BE3% H1BE5713  8.40% 1262815} -221%
licenses and permits B.7ET 292 3.03% 6.958.543  493% {191.337) -2 7%
tate & local shared revenus 20242733 15.05% 22,258.302 15 76% (2015560} -5.06%
Fires and forleiures 1.305 606 0.97% 1.446.391 1.02% 140,665) 873
Interest 114,506 CO08% 712848 D50% (598.443)  -83.04%
av. Granis & other revenues 6,218,694 4.62% TAIBBTZ 52T TALATY 63T
Tolsl § 134495602  100%  § 141208265 00%  S(GIGO663)  475%

Comaared to he priot fiscal year, total General Fund revenues decreased by $6.7 miliian ar 4 7% n fiscal year 2069
Thig decrease is cue 1o a decresse it 5d walurem laxes which “esulled from a detreased assossad propanty values
by Miami-Dzde Counly Property Aparaisers Orfice during 523l year 2008 that affecied the Gity's ad valorem ravenug
in fiscal yoar 2008, This charge had an stfect of appraximately 53 milion decrease in the currend fiscal vear's ac
valorem revenue. Howeuer, the City's millage raie remained at a rate o 6.5¢ mills dunng the cument frscat year ane
will remain the same 1n coming fiscal vear. Yer desoiie these issues, the City of Hialeah remairs determine to
mainkain itz promise ot 1o raise taxes. In addton, State and local shared revenues ane Goversment grants ard
othet revenues also decrezsed by approxiiatety $2 milion and £1 millicn, respectively, cug to Te cumert eronamic
crisis thet hes taken place durne 2009

F¥ 2000 General Fund Revenues

Interast
0.09% Gov.grants & other
vaven
Fines and lorfettures 462%
0.97%
State & local sharsd
revenue
15.05%
Licenses and permils,
5.00%
Ad valorem taxes.
45.82%
Franchise faes.
863%

Utility & othertaxes
16.7%%

Fr 2008 Senersl Fund Expeiises

0 fiscal year 2008, 106l Genorat Zund expendiures decroased by $3.6 million or 2.5% as compared to the pricr year,
The bulk of the decrease was due to approdmalely 33 2 milion devrease in Capital Quilay in the curent fiscal year
“his decrease was ¢ue {o decrease in the City's revenue. as described abovwe, which has farued the City 1 €ut Gost it
areas rolated to equipment, improvement and builting projects.

Freprictary funds. The Cily manling lwo propristary funds. Enterprise funds are used 1o provide the same: type of
inforetation found in the government-wide financial staiements, bulin more fetail. The Cily uses praprietary funds to
account for its water and sewer and sobd waste cperations.

Unrestricted net assets of ak the enerprise funds at the end of the year amovred to 337 6 milkon. Unrestricled net
assels at the end of the year for the Water and Sewer Fung ang Solid Wasia Fund ameanted 1o 544 6 million and
negalive 58.9 mdlion, respectively.  Ciner faclors ceneerning 1he finances of these Lwo mapr funds have already
been in the giscussion of the City's bu vae activilies.

-




General Fund Budaetary Highlights
erences in e acius revenues and expenses a5 compared 1o 1he buogset are summarized as ‘ollows:

+ Bty texes collscled were higher fhan butlgeled due 'n the butgel projeclion being based nformation
provided oy the Stat of Florida.

+  Licenses and germils Collected were mghar than budg
ablaining more icenses and permits curing 1ne curent hscal year

»  Stsle and lacal-shared revenues were lower fhan budgeted due 1o the curren; economic crisis 1hal1s Currently
affacting the naton. Sales tax revenus. which 15 A mayt part of Hvs revene source, Ras been greally sfiected
since it is hasad an consumer spending.

3 due 10 an incresse in local business and resicents

+  Intarast revenus 8arned was lover 11an buoigeted due 10 1ne low interast ratas offered by financial insblutions
10 the City. This is a direct effect of Ihe curen; econamic cnsis aecting the natien.

s Governmenl grants and other revenaas we:e iower than budgeted ameunts in the currant fiscal year cus to lhe
fed that most grants are based on requests for reimbursement basis. Athough the grants were awarded to
1he City, the Ciy canno: delasmire e amourt that will be requested for reimbursement unlil reizled! expenses
are ncurtes.  Consequently, lower expenses in relaled grant Tevenuss wars incurred during the current fiscal
year then mitially anticinaled

«  The City's depariments were ail efficiert i staying unger the bucgeled figures by a total of $7.7 miliicn savings
in actua. axpendlures wren comaared fo budgeled amounts,

+  Police and Recreatian and commun by services denariment expenses were 4% and 7.7%, respeclively, lower
lhan burdceted AGUES Pue 10 vacant aesilions daring the fiscal year as well as gficen: maragemant by the
gspective depariment drectars.

«  Genaral government's expenses were lower than budgeled fgures oy $3.3 miken ar 9.3% due 10 contingent
reserves provided for i 1he general government’s budge: that were net significantly utiized due 1o The effent
opeation af the depament

Diffarences belwaen e arginal budget and the fnal amended budgel for expense acugunls nGreased by £3.4
willion an increase of 2.3% aver ire onginal pudgel.  These oudget amendments are ne dem amendmerits;
nowever. tatal actual expanditures were lover then tne lotal irai amended budgel by §7.7 milion of 5.2%

Capital Assats and Deb1 Adminisization

Capllal assets - The Cily's ‘nvestmert in captal assets for ws goverrmental ang business iype zctivities as of
September 30. 2004 tolals S418 milkon (net of & mulated 3. This irvestr inCapral asgets nolugies
land, Buldings, infrastructure, improvements olher 1an buildings. and machineey and egupmant. The tolal incresse
in the City's MvesImMent in Gapia’ 25515 for the current fiscal year was 3 4%
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Ecenomic Factors and Next Year's Budgets and Ratas
The City's lazal scanomy i prmanty based upan industrial, light menufactuing ant service glated compames. The
oecupanay rates of fhe City's establishmens for these businesses remained at agpraximately 34%.

During the current fiscal year, utresarved furd balante n the Gonersl Fund decressed to 521.7 milion,  The
snreserved fund baance of $21.7 million is aoproximately egual to twe months of the General Fund expenditures
The foliowing grash shaws the Cily's funet balanca for tre fast seven years:

r -

i Genetal Fund Unrestricted Surplus

$35.080,000 Amoun gy FENTS
F30.000.000 s i
i 525000000 =

$20 000,000
575.000.000
$10.000.000
| “e5.000.002
; 50

In 1406, the State of Florica frited all wcal guveramenis’ sbily 10 raise Womestead assesses propery value in any
given year by 3% or st of hving, whichewar is lower. As the following praph indicates. the Criy's property tax rates
heve been reduced by almost 1 mil since 2002 and have remamed relalively steady. The Cly's oporational
exporditures, such 3s safanes. Heslth nsurance, penaion centributions and gas and gi! conlinie 1o INcreese white dur
revenuE resourcss Nave breome more and more hmited. The City has ils own golive ane lvg serices, reareational
and aquanc facilties and & ful servce

brary system. which we maintan al oplimum levels without the neett far
aqettional volor approved debt. Dunng fiscal year 2009 the Cry's milags rate remaincd uncharged al 2 rate of & 58
mils, This City has fotusen an manaining 1axas ant sersce charges 1o 2 mirimum while providing services lo our
taxpayers at o maximuT ieve',

aperty Tax Rates

i P flrsm Tsm

- 6800 .00

Addtions 16 capitar assets bsfors depraciation far gaveramertal achviies equalet $15,5 million. Translers 1o capilal
assers befora depreciation for Governmental acivites equaled $9.6 milion. Trarsfers to capilal assels inciude
projects i the ampunl of 58.3 millian in construction. in progress as of the and of the prawous fiscal year that were
subsequently completed in the current fiscal year. Dunag the gurrent fiscal vear the Hisleah Circulator furd way
conveniad from an erterprise fund 1o 8 special revenue fund.  Due ‘e this Transfer, appraamatety 5322 thovsand of
fxed asseis were also ranserred 1o governmenial ackuites in the current fiscal vear.  The fallowing addilions and
transfers ingivde e folomwrg iteme:

«  Revonsirueton of several Gity street piojecs totaling $7 & milion and the continued canstruction in progress. of
several steel projects, sevesal Cily narks. Fire Station #6 and the planning of the Peim Center 75-Lrils
afferdable housing project n the amount of $6.3 milion

= New wehicles and squipment for various depaiments otaiing $2.3 millien.

+  Compleucn of construction af 1he new Jeb Bush Educational Center Charler School @ Slace, cemodeling and
construction of the haw E-811 Call Center for Police 37d Fire, as well as fhe remoceling of several City parks
anc completion of the Haleah High parking Garage oaling 57 .3 mvlion.

Adcitons lo capital assets befure depresialion for busmess Type activitics equaled $21.5 milion an¢ include fe
follgwing ilems:

«  Planring, design anc the conunued consiruchon in pragress of the few reverse 0smMosis water rcatment plant
in a1nexation. area wizlng 55.6 miton.

«  Lining of ar. acdtionar 50,000 linaal feel af sewsr mairs. upgrad-ng ar replacng of water mairs, reparnng and
modernizing Sewer puitp stetons atsund the City in accorcance witn the State of Flanta and MiameDade

Caunty ongoing pragram lotaiirg $16 4 milon
Adsitional informanon ar the City's capital assels ran be found in Nate B starting an pege 46 of th.s regorl

Long-term debt - At he cnd of Ihe current fiscal year, the Gity hat otal bonded debt gutstanding of 52 millian &l of
whch s secured by revenues derwed fiom rescue ransaoraion fens. Mors in-depth deiall cén be found on pages
49-54, Nete 10.
CITY OF HIALEAH'S OUTSTANDING DEST
‘ General Obligation, Revenue Bonds and hiotes Payable

Govermmental Activilies

0 2008
{Revenue bonos $ 2047.751 § 2.323.591
‘Nmeﬁ payabic 7,450,000 109 035,000 ;
b Total 5109487751 . an1aesy |

During the currert fisczl year, the Cily's 1et oustanding debl ¢ecteasett gy $1 8 wilion. The decrcase was due to
the payolf and refunding of ex:sting cebt dudng fac current fisca! year  During the current fiscat he City incursad §3
taullior, i 16 reTinancing of the City's line of crediz which was offsel by ‘e debl service payments made in the current
hsualyear.  Addmanal infermation on the Ciy's ong-tesm gebl can be found in the notes Lo ne inancia! staterments.
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2009 Fiscal Year Accomplishrients

Buning tne 2UUE/200Y fiscal year the City of Halean, has nvested s revenues fromt al sources m @ mannar that
reflecis 3 vision towards the fulure. This mvasiment be enjoyed by the current residents of the City 2% wel a5
Eytere generat0ns. The follawing list ilustrates 2 sampling of pur major accomplishrients this year.

«  Twae City has annexed 1,890 acres of land localed in the Norhwest setion of the City and constuclion o! the
infrasiructurs sysiem s underway. The propesed future land use for this area s &5 follows:
4,255 Rasidential umis
+,557 880 Sguare Feet RataliCommarcial:Offce
7.623.060 Square Fest Industeial
30 w 50 Acre Pak
«  Water and Sewer Degortment
Completed repairs and rahabiliation to sewsge pump stations sraund the Ciry of Hialeah
Complated the bning of appraximately 50,020 ineal fee: of sewer lines
Commentes with the construchion of a new water freatment plant that will pravide service to the new
annexed arec as well s ulther areas of the Courty
Continued congtruction of a regioral sewase pump $1310r 10 serve the rewly Cily annexec area
- Construclian and Mantsnance
Complated construction: of & new 300-urils affardable housing project
Completed constiuctun of @ new parking garage adjacan: to Hislesh High School o allevate the high
schacl's perking congestion and nedrby rew Ferfuteing Ans Gemter baing consiructsd at Miandst Park
Completed construcion of a new fue! station ior the City's Fleet Department
Completad renovation and corstraclion of 8 =ew E-911 cextra dispaich center wiihin the Fire Adminisiration
bukhng that wil. serve botk. Pohee and Fire
Constuclior contmues on the new Palice communily subs:ation at Walker Parx
Completad construction of a row Folice raming facility af the Poloe Headquaser ingation
Complated construcsion: and remiodeling of Frrs Stalian #6
= Street Depadment
Compenon of 10ad con
Continue redian beaut
»  Recreation Department
Cnnlrued constructios and completion of major rerovabons and improvements at vaious Cily parks ard
recreational favilines
Comnplanna of e state of the art babirg cages and refurtbished racquetball courts al Babcock Park

n and resusfacing projeels areund the City
cationimaintenance program

Euture Oullook
+ Water ane Sewsr Deparimen
Coatinug with the carsiructan of a new water freatmant plant (nat el provide service 10 he new sanexet
ared as well a5 other areas of the County
Continue with ongeing programs 1o upgrade Sewe: Pump Statars
Comtinue with ogoing program of linig an sdditional 34.000 Ineal feet of sewer licas

Comtinus conslruction af 3 new regural aump slaticn to suppor: Ine new anexed area
Cantinue construction of N8 sankiary sewer systsm and the waler distrinution sysiem to service the apnexed
amez a7d to supRerl development
Construction a7d remodeling of & new Water and Sewer Administration bulding a1 the existing sucalian
wontnues
+  Constriction and Mainterance Desarment
Brgim the constiucten of a rutipurpose taclity hat wil houss a neighborhond seruice center, 75 affordasic
housing units anc an ad;scent parking garage fer the fackiy
Compiete e consructan of a new Police community substation s Walkar Park
ele fhe constiuchon of 33 eltey housng unts

®
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Future Quilook {Cantinuad

+  Straets Daparimant

Cotitue wih mad constraction and resurfacing projects around the Cily

Continue er
4 Recrsation Ocpartment

of mredhin e

program

Construct:on of drainags systems and nenv fencing for sofiball fields et Bucky Dem Park
Contnued construction and major renovations @1 Milander Park and Auditarium o conver: inese ‘adilibes

irto @ new Pedfarming Ars ard Exhibtion Center

Construction continues on e 30¢ space narking carage at Milaader Park to allav-ste garking congasiion al

The new gerforming arls cener

Construghion and renovalions continue aft & few recreation building and porking lot al Sparks Park

All thase factors ware considered 1N presanng fhe City's budget for fiscal year 2010,

Requests for Information

Thus financial report is designed 16 provide 2 general overview of (e City of Hialoak's finances far all those wit an

interest in the City's finances

Questions concerming any of e miormatian provided in tis report o7 requesls far addderal licandial informatien
shouls be addressed to Vivan Parks, Finance Director, Finance Depanment, Gy of Hileah, 501 Palm Avenue
Hizleah Florda 33040, In addilian. the Ciy's Comprehensive Annua Fnanpiat Repan may b obtained through. the

City's website a1 hata /e hizieanfl gy

CITY OF HIALEAH, FLORIDA
STATEMENT OF NET ASSETS

ASSETS
Cash and cash equivalents
Investments

Receivables

Notes receivables
Met pension assct
tnternal halancas
Inventories
Prepaids
Restricted assels
Cash and cash equivalents
Other Bssets
Copilal assels. nol being deprediated

Capital assets, nat of accumulated depreciation

Total assats

LIABILITIES
Accounts payable and other current iisbiities
Unearned revenue
Liabilities payable from restricted asssts
Other Eabihties
Non-current liabilities:

Due within one year

Due in more than one year

Total liabilities

MET ASSETS

Invested in canital assats. net of related debt
Restricted for:

Capital projects

Fubiic satety

Debl service
Unreslrictes

Totat net assels

SEPTEMBER 3D, 2009

Busingss-
Goverrmental Type

Activities Achwuities Total
$ 14276120 5 18,504.115 5 32.870,235
. 25,3401 25.340,111
28071803 10,220 468 38.301.271
6642077 . £.642,077
1,801,565 - 1,901,565
7.801,132 (7,901,132} -
1126043 456,431 1,581,444
242000 - 242,000
3,978,089 24.794 511 28,712,580
- 3.283,548 3,283,546
38,715,886 6,309,912 43,025.798
276,444,385 59,326.973 375,773,356
577.238.050 180,435,935 557,672,985
9,952,301 6,570,740 16,503,041
£.691.709 1,690,363 10,382,072
. 17.725.071 17725071
582,630 . 592,830
7,852,833 416,445 8,269,282
227.092,463 12,657 538 239,750.002
254,162,136 39,060,162 203,232,298
203,538.055 103.874,020 307.412.075
4560608 . 4,560,605
1.173.854 - 1,172,854
543,023 - £43.023
(86,735 623) 37,501,733 49.237.870
§ t23.076.914 § 141375773 § 264451667

San aotes 1o basic financisl siatements.

CITY OF HIALEAH, FLORIDA

STATEMENT OF ACTIVITIES
YEAR ENDED SEPTEMBER 20, 2008

BASIC FINANCIAL STATEMENTS

Nel |Expense) Rews
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Changes m Nel Assels
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See notes to basic financizl slatements.
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CITY OF HIALEAH, FLORIDA

BALANCE SHEET
GOVERMNMENTAL FUNDS

SEPTEMBER 30, 2009

STATEMENT UF REVENUES. EX

CITY OF HIALEAH, FLORIDA

kclel
FISCAL YEAR ENDED SERTEREBER 30, 2009

NMENTAL FUNDS.

\GITURES AND GHANGES IM FURD SAZ ANCES

Other Total Giner ot
Governmenlal  Governmental Govemmental  Govesnmental
Goneeal Funds Fungls General Funds unds
ASSETS Revarues
Cash and cash equivatents $ 13659660 § 616,551 § 14276120 Adt waloren taxes § H5GEEUSS S - 85.858.056
Raceivabies 11,462,880 16,606,913 28,071,803 il taxes. 22.580.607 3604271 2?;5;2;:
Due fram other funds 22884680 15172617 36,057,286 anchize locs 1662 a8 i v Boz,
et Y101311 23702 1125011 Licurisis ard (s 6767 212 - 8767212
ventones Dyt - : Stale andzooal shares revenues 20242733 11478580 31721302
Prepaits 242,000 - 242,000 Fines an forfeiiures 1365686 761,350 2087 547
Nitos receivale B.842.077 - 6,642,077 Irterzsl Y508 58058 172365
Reswicted cash - 3.918.063 3,918.068 Buusriimen: Qranls ani oibe fevenues £.218.601 26553897 34772591
Total assels § 55967516 § 36339552 § 52332363 Tetal revenues 602 __ a3d86147 _ 172.984.749
Eapenaitures:
LIABILITIES AND FUND BALANCES Current
Liabilties: General governament 26,154 810 5,759.362 31974072
‘ouchers payable and accrued Gabilities § 626317 5 3605884 S 9932301 Foice 40278185 807.085 21726.150
Compensated absences payable 435,285 - 135,285 Fue ) 8478 =250.600 34770078
Self-insurance daims payable 2,276.713 - 2276713 &l :‘?mu"'ﬂ“n"s depannient 2334840 ot 787 5?::%5
Duia 10 ather funds 13,577,163 16.578.991 156,154 Strects - 081, sty
Deferred revanua 2219815 5.193,871 15,430,786 Girants and human sevicss oo BT T
219, -1 (g $1ale Nousing st POgHam - 250 403 960,403
Cther habilities _Gexam - 292.830 \nfak, Invesiment Act programs . 2247265 2.247.265
Toty fiabilivies 31,928,223 26,496 846 427,063 ity Slerk's affize - 505365
Cifice of Managertunl aid Budgst - £21.508
Fung balancas: Office of Lre Mayes 662,240 - 562240
Reserved for. Communicatons end specia events 547,148 - 841,148
Encumbrances 981.956 294,643 1276639 Employee reirement 483769 480,769
Prapaids 242,000 - 242,000 Libray 1,700,898 1,700,658
Inwentaries 1101311 - 1.161.311 Gomplance dwision 821 - 359521
o s
Public safety . 1.173,854 1173054 e i censes e
y et af I8N . 553
Caputal projects . 4960605 #500.605 Informatian systems 1676306 . 1670,906
Dbt service - 423,093 43023 Fleet mainteranca 2555,218 - 2535279
Unresaryed “orslruclen and maintenance 4461077 2464077
Undesignated, reported in Retreation ond oo 04096.913 15.098 918
Geneval fund 21.738.686 - 21.738.888 Pignring ard devek 2508932 2,506 8352
Special revenue funds 3.268.581 3 881 Adult centar 2,066,599 - 2066 500
) ToaoBasas 33605263 Law 95C.ET6 E 9610676
Total fund balances 24084293 6.841.006 33,005.299 Sy sanagement oM : psydd
Total liabilities ang fund balances 5 55997516 5 36349652 Human resources 821708 - &21.708
Amoums reported far governmental activities in the P 5383 46578 084
staeinant of net asscts are differon: because: Inteest 453676 4,485 728
Cagital a4s61s used in governmantal adtivities are not financesl Capilel outlay 3965885 _ 15272135
resources and. therefore, e ot reported in the funds. 313.180.271 fotal exgendiures TTIS0A0E | 457
Long-term liabilities, mcdudting bonds payable, are —
nal dua and payable in the cunent period (110860 642) Crefieieacy of revenues over exnendiures
Cumpensated absences (22.654.877) before: oihes frrancing Sourees fuses} _EITE00; _ (1M2.048)  (4.563.849)
Claims payzhle {38.040.481) Other financing sources (Uses!
Het pension assct 1.901.665 Transfers in - 3,219,680 3410660
Net pension ohéigation [40,367,125) Fransfers oul {t 632567} (24576741 13.900.863}
Motes recevatie- lung lem 6.842.077 Preceeds from issuance of cebt i2.788 3003325
OPEB Liatility (20.410.173) Tolal ether fANenG sources fuses (1.270728) __ 58!
2 s I ac 123 075,814
ez assets of govenmental aciiviies EL LR L Net changs in fuiy Balanees {4.522.209; 3723782
Func bancas - beginning 78568592 8,097 244
Fung batarces - ending $ 20064283 3 BR41006 §
See noles 1o basic :‘é‘s“‘m statements See noles to ganc financit slatemenis
CITY OF HIALEAH, FLORIDA CITY OF HIALEAH, FLORIDA
RECGNGAIATION OF 1HE 51ATEMENT OF RFVENUES, £XPENOITURZS AND CHANGES IN
: STATEMENT OF NET ASSETS
« ZOVERMIZNTAL FUNDS TO THE 5TATEMENT OF AGTIVITIES
FUND 2ALAKCES OF GO NTA( FUNDS TO THE 5TATEMENT OF g5 PROPRIETARY FUNDS
FISCAL YEAR ENDED SEPTEIRER 39, 2038
SEPTEMBER 30. 2009
mgumg repanan for sovammenial aciries - the stslemen: of
aclivis iPage *B: ave cfar u
Net charae 0 [Lrd baianoes - tolal gavermerfal <unds (Page 203 H (FTASIT: Water and Solid Nonmzjur
s \na o s b . " Sewers Waste Fund-
eramerasl (_nds repe i ouslays 33 avpandras . nre ylpigmiea g
af activings IFe comlof and 24501518 Blocaed cvet el 2sumaten Jse’ul lives and repored Utinty Utility Hialzah
@4 depreciatinn expenss. Ths s Ime arraunt by whick cagia ol 3y5 entested System System Girguiator Total
deprec 2lan in Re curant oerics, ASSETS
e aetails of e cierance a7 as [zlows, Lurrant aseots:
Gapiat o s Cash and cash equivalents § 18584116 5 -5 § 18508115
secialon excense Invesiments 25340,111 - - 25340111
ML ssjustmanl 333978 Customars aecounts receivable §.422.847 641,432 - 10.064.379
Other receivables 165,088 - - 165,089
UL £ GACTIORS inealiny C3E 1) S8SE 1.8, 5385, Nadenins. and Ous from other funds GE2.280 2152732 - 2,765,012
G281aNS] 1 0 NCEAS (BTTEATS| nel I83ETS, \ventorios 456,431 R . 456,431
Capeal oudig h 27 ¢ § 120 e I irseshe o fo- capializat on Restictod assels:
scellar o s 57328351 asticted assets: A
Cash 24,794,511 - - 24,794,511
Revernes = I sisiement of setvilies 12l de 1. prov e £ s1ant Olhes a55t5 3.283.546 - - 3.263.548
fima e al ogourees are 6" epares 20 e 1 e 3 Total current assats 82.709.030 __ #.764,164 - #5,463,194
Tae 2etals of e diferer are as [21Iows:
INCosEto i Na% presen;  ANGNGIIE (BCE vADIE ITg.a07
. Non-current assets
Tre issaznze o° e ce 9, b e Capilal assets 187476.304 12,709,452 200.165.768
P, wrle 1% SepaymEn C e prncica of larg 0 ceol !
“m2 curna=] finanz.a: -eacurces of pevemmgmal fngs Nrathe: wansaean Less accumulated deprediation (84.542.942) {10 003,838) - (94,546.887)
riuee 08 By eee: or rel assels Total non-current assets 102.933.362 _ 2 705.523 - 105,638,885
© dilerancz ary g 1o ans. Total assels § 186442.392 5 5450.567 § $ 181,102,078
N wabla N
Rles. 63yante: C by of Hia.gah E2.c3167 Acatis ty {Cantinued}
Gagal #Azes
Fenzi0al paynenis
Rovenue bongs
ety
Wergage pavanls
Conlpi £ases
Hat ad asirent 1443957

af Gurenl
rgnial oo

Same expenses
[rarza. rex

ported in lna sta%aman: of 5 da “slreauine
& ara therslae @78 NG00S0 93 GADe-

ATIET 23157 BT ist
wisale” of bead rraum

Corper saled absences
[t

Ceange 1 16t assets o govers

Sse ies 1o bage iranaal siatgnerts,
-

See notes le hasic financial statements.
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CITY OF HIALEAH, FLORIDA

STATEMENT OF RET ASSETS
PROPRIETARY FUNDS
(Cortinved)

I G, 2000

BEFTL

Waler and Sola
Sewearg Waste -
Uty Uity Hialesh
Susten System i Tatal
LIAGILITIES AND NET ASSETS
Current es:
Ascounts payable ant accrued liabilties 5 6367.834 § 202806 § £ 0.57C,740
Current portion of sef-insLrance claims payabls 205,488 +00.018 305,504
Currari portion of revoing |san 110,845 - - 116,045
Qe i0 ather funds 2,445,974 4,936,888 - 7,362 867
9,130,241 5.289.81) 14,370,051
Surant habiliies payabie from
esinGlad aLsels.
DERM sayable 3541.843 - - 3541083
Due 19 other funds 3,283,282 - - 3,283,282
Oefered ravanues. RO Plant 7.069.441 - - 068,444
Customar gepasids 7113687 - - $,113,687
Tota' current L abdilies payable
fram restrated assots 21,008.353 - 21,308 353
Talgi current liztilies 30,36 594 35.378.404
Non-current Labifies
Revolving loar 1.764 865 - 1764385
Deferred revenues, net - 38,500 354000
Deferrad interest, ret 1,655,563 - 1665453
Self-insurarce claims payable 3433402 1871116 - 5,104,518
OPEB Tatility 4579.837 1514257 - 3094094
Compensaled abserces payalis 1.283 B70 - 2894.062
Tatal tn-current iabikues 4,504,243 - 14,347 802
Total lizwilties 33.952 253 2,744,053 49,726,308
Met assets:
Invested in capilal assets, ret of relaied debt 107,166 457 2,735,524 - 103,874,020
Unrestricled 44491642 i5.309.569 37.501.753
Total net assete $ 46560138 § 04,204 366) 3 - 5 141378773
Eee notes 1o basic fnanciai statemenle.
CITY OF HIALEAH, FLORIDA
STATEMERT OF CASH FLOWS
PROPRIETARY FUNDS
FISGAL YEAR ENDED SEFTEMZER 39, 2008
Waler and Seddt Monma s
Sewess Viasie Fund-
Uity Uity Haleah
Systemn Suslern Creulater
Cash flows from operating activies
Cash received o Sustomens § 426UB008 § 12983014 S § 5eEsRN2
Cash recaived from athers 1,204,700 52,543 *.257.233
Cash paic for nlerfunc services useg (2,000,000} - - (2.068,000)
Cash payments w suppliers (208060588, (7,164,723 - (aTEA0AI)
Cash payments to empicyees 15453 383 __ (5.272.824 110.752.207)
Het cosh provider! by gperaling atti B.458.727 - 6.453.727
Cach Nows from capital and refned financing actilies
Agruisban and eenstruction of cagitel essets {18.673.878) - - (10.ET3.879)
inlerest pard (245.658) - 1243,658)
Caplal centriutions 2113117 - - 318,117
Paymiens on larg-erm ceot (347615 - 1347.615)
Me: eash uscd in copital anc related
financing acliveas [17.146.335) AT AT Y )
Cash flows from invesing acthities:
Purciase of invesiments 1.613.381) - - (1813301
Inferest recéived ar ineestmets 20,814 - 1928614
Net cask. prowiged by investing achisiies 16.223 - 346223
Mgt decrease in vash and cash cauivaients 119,370,385 - (1837388
Cash and cash equialents, Beginning £3.750.211 - EarEeon
Cesh and cash 2quivalents, ending 3 536 3 3 - 5 42383826
©ash and cash equivalents per stawement of et assels:
Unesiricted $ 165815 3 -8 $ 18594175
Reslisted - current 24,784,511 - - 24784 510
Towmess 3 s .5 samex
(Contined]

Sea mtes 1o basd inancidl stotements,

CITY OF HIALEAH, FLORIDA
STATEMENT DF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

PROPRIETARY FUNDS

FISCAL YEAR ENDED SEPTEMBER 3¢, 2009

Operating revenuas:
hetered waler sales
Sanary sewer sence
Sanitation fees
Other

Tl peraing fevenues

Operaing expensss:
ing, ad Tiniskative 2nd maimenance

Total ppereting expenses
Operaing income fioss}
Nen-pperating revenues [expenses)
Inferest nicome
Inlerest expense
Transfers
Nel nan-aperating revenies (expenses)
Inceme (less) befers contrbutians
Copiral contributions
Change n agt assals

e assels - begnng

Net assets_ encing

fReconzintion of ooerelng ncome 1953} to ot
cesh provided by operaling actuitios:
Operating ncome (kass)

Agiustments o reeanciia 0pa-anng meeme foss]

10 et tash pravidad by operating activies:
Dearecistion
Aflpwarnce for uncovectoble arcoun’s
Changes in operating assels ard laviiies:
{Irerezsei degrasse in
ArcOuis receaable
Giner raceivables
Dug fram athe:
[nveioms
hicrease (decrease! ing

i

Wouchers payable and asciund Labiities

Sefinsuraree Caims payaDe
Compansated atsences pavasle
GPEB imbitly
Bue te otner funds
Deferred revenes
Customer deposds

Total adusImets

Net cash proviled by

Water ang Sol Monmajer
Sewers Waste Fund-
Uity Unility Hialeah
Systern Syslam Corgulator Toral
§ 14907080 5 - % - 8 14907080
26,710,280 - - 26710230
- 13824445 - 13,624,446
1.204.700 52,638 - 1,257,233
42322010 13.676.979 56 498.989
35.962.861 12996938 - 40.85G,798
3.447.045 746,196 - 4193241
3BA08906 _ 14743134 - 54,153.040
3412104 _ {7066.155 . 2.345.943
1,929,614 - - 1929614
(161,336} . - (151.336)
- . 391,068} 391.068
1.768.278 - (391.068) 1372.210
5180.382  {1066,155) (391068} 3,723,159
3,118,117 - - 2118117
8289452 (1066,155)  (391.068) 5,542,276
137.360.640 _ {3.218.211) _ 391068 134 533.487
§145660.139 § (42B4366) § - 0§ 141375773
See notes 1o Dase; et staemente,
CITY OF HIALEAH, FLORIDA
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
iContitued)
FISCAL YEAR EMDED SELTEMBER 30, 2000
Water and Saiid Nonmaier
Sewers Waste Fun-
Uity Uizty Halezh
Systen Sustem Crrculalgr Tatals
§ 3412152 § (1066135 § § 2335848
3447 045 746,195 . 4.183.240
205,600 - - 205,000
786,768 1641.4321 - 145,356
(64,8571 - - (B4.657)
6522800 1,310,503 - £58.223
20,601 - - 20,601
i7.203) - 757,801
1.139.743) - 17245021
122,230 - 587,373
154,170 - 1501724
158,565) - (8591041
- - $1.506.6¢3)
- - 4 Hl
1,066,155 4,0 13.776
$ B.459727 -8 S 56450727

eperaling activiies

Ses naies o basic firanciel statements,



CITY OF HIALEAH, FLORIDA

STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS

SEPTEMBER 30. 2004

ASSETS

Cash and sash equivalents
Securdies lending cash collaterat
Investments, at far vakie
L1.5. Treasury bonds ane notes
U.S. Bovermment securitios
Assel backed securitins
Marigage backed securities
Rea eslate invesiment trusts
Cuorporate bonds and rofes
Mutual unds- bands
Mutual funds- oguity
Certificates of daposit
Common stacks
Receivables:
Ciher receivables
Employer and amployee coniributions
Accrugl inferes and dividends.
Fraud rocovery
lrwestoems sold

Loans o members
Tatal assels

LIARILITIES AND MET ASSETS

Obligations under securities lending
Dut 1o retired participants
Invesiments prarchased
Accounis payable and asorued liabilities
DROP payable

Total liabilities

Net @ssels held in 1rust for pension benadits

See notes to basic financial statements
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Pansion
Trusl

H 31927475
118,928,583

18,281,352
23.506.629
1.786.02%
92,337.072
7,766,948
T1.017.049
2827121
1,855,437
750,060
243,217,240

201.078
907 845
1,900,431
227 551
25,650
11,195 865
630,365,155

118,526,563
34,813.383
6,886,031
475,362
23507230

NOTES TO BASIC FINANCIAL STATEMENTS

CITY OF HIALEAH, FLORIDA

FIDUCIARY FUNDS
STATEMENT OF CHANGES IN FIDUCIARY NET ASSETS

FISCAL YEAR ENDED SERTEMEER 20, 2009

Pengion
Trust
ADDITIONS
Contributions:
Employer S 19.858.108
Emplayse 6,396.820
Stata 461.877
Total contributions 26,816,911
Invesiment inceme.
Nest in fair value of ir 1.284 366
Investment earnings 18.830.964
20,115,230
Less invastment expenses. 1.020.230
Nat invostment income 19.096.100
Total additions 4512011
DEDUCTIONS
Pensicn benelits 34,337,574
Refunds of cantributions £.631,1589

DRGP banglits 1
Tofal deductinns

3,771
42,492 504

Net increese 3,419,507

Net assets held in trust for pansion bencfits:
Beayinning 462,546,058

£nding. § 465.969.666

NOTE 1.

Soe notes to basic firancisl slatements.

GCITY OF HIALEAH, FLORIDA
NOTES TO BASIC FIMANCIAL STATEMENTS

FISCAL YEAR ENDED SEPTEMBER 30, 2009

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The City of Hizlgah, Flarida {the "Ciny} was incerporated in 1925, The City uperates under a strong mayor
form of Govarnment with the legistalive function being vested in  soven-member councit The ity provides
Ihe following services as autharized by its charer: public safety (polica and fire), streets, water ond
wastewaler, sanitation, s0¢ial Services, cullureracrealion, public improvements, planning and zaning and
ganaral administretive services, The basic hinancial staements of tha City have been prepared in
conformity with accountng principles generally acceplet in 1he Uniled States (GASP) as applisd o
governmental units.  The Governmental Accounting Standards Board |GASB] is the acsepted standard-
seMing body for establishing governmentsl and financial reporting principles. The mare significant of the
City's accounting polivies are described bebow,

& The Financial Reporting Entity

The finangiat statements ware propared in accordancs wilh Government Accounting Standards, which
cstablishes standards for defining ant reparting on the financial reporling enzity, The definilion of the
financial reporting cnlity is based upon e concept that elected afficials are accountable to Ihair
constituessts for their actions. Onc of the objectives of fmancial reporting i te provide users of financial
statements with & basis for sssessing the accauniabilily of the clected officials.  The finantal reponting
entity Gonsists of the primary government, organizations for which the primary govemment is financisly
aceountabia, and cther organizations for which the nature and sgnificance of their relationship with the
primary governmenl are such that exclusien wouid cause tie repgrting entily's financial siatements to be
misleading or incomplele. The City is financially accountable for & companent unil if 1 appoints a voling
majarity of Ihe organization's governing bosrd and o (s able ta impose its will on that arganizahar or
there is & poteahal for fhe organization 1o provide specific financial benefits to, or imposa specific
financial burdens on, tho City  Based upon the applicalion of hese crileria, lhere weee no drganizations
that met ihe critena described above,

Related Organization

The Cly Council is also responsible for appointing the membees of the Board of the Hraleah Housing
Authority, but the City's accountabilty for this organization dees not exlend beyond making the
appointments. In fiscal year 2009, the City appropriated an operating geant of approximately $135,000
o Whis organization. of which $135.000 was expended

b

Governmant-Wide and Fund Financlal Stalemeants

The goverment-wite fimancial statemens fie., the statement of nel assets and the slalement of
changes in nct assats) repord information on @l of ke aon-fiduciary activitias of the primary government
For the most part, the effect of interfund aclivity has been removed from these statements
Govarnman:al sctivities, which normally ara supp by laxcs and | rpvenues, are
reporked separately from business-type activiies, which rely tu a significant exient on fees and charges
for suppor.

_2u-



NOTE 1.

NQTE 1.

CITY OF HIALEAH, FLORIDA

NOTES TO BASIC FINANCIAL STATEMENTS
{Continued)

SUMMARY OF SIGNIFICANT AGCOUNTING POLICIES (Continued)
b. Governmant-Wide and Fund FInancizal Statements {Continued}

The sialement of arivilies demansirates he degree to which the direcl experses of @ given function or
segmant are offse! by program revenues. Dirsc! expenses are those 1hat are dicary idertfiable with 3
specific furclion ar segmert, Program revenues include 1) tharges 1o Guslomers who purchass, use of
dractly benefil from goods, services or privieges pravided by a given luncton or segment and 2} grants
and comtnbutions that are resincted to mesting the operatonal or capital requiremants of & particulsr
function or segment, Taxes ang Giher iloms nat propery included among program revenues are ropodted
insleat as general revanues.

Sepaiae financial statements are grovided for govermmental furds. proprictary funds and Tiduciary funds,
even though the fatter are exduded fram tha goversmentwide fmarcia! statemants, Major individual
governmemal funds asd mejor individuz! enterprise funds arg reported as separate columns ia the fund
financial statements.

o

Measvrement Foous, Basis of and Basis of

The government-wdy financal stalemen's arc reporied using the ecanomic résturces gassement
focus and the Accrua! basis of ascaunting. s are the groprictary fuad ard fiducary fund firarcial
statements, Revenues are *ecorded when eamed ant expenses are racorded -
regardless of the iming of related cash flows. Properly jaxes are cecognizéd a5 ievenuts i the year for
whicn oy are levied. Granls and smiar tems are recognized 98 revenue 85 soon ab all ehgibility
reaurements imposed by the provicer have been met

Governmental fund financial statements are reparted vsing the currsnd financal resources measwrement
facus and the modiied Fual hasis of accouning. Revenues are recognized 35 soon 2% ihey are dalh
measurahie and available. Revonues are consitered 0 be avanable whan they are callectible within e
curren: oeriod or soon easuph thereatter 1o pay Lasitites of the current period  Far 1his purpose. e
governmont CANSI0Ers revanues o be avaiiable if they are colmcted withn 60 days of tne end of Te

current fiscal period. Exendhlutes ate recordac whcn a dabifity is incurred. s Under acerual avcounting.
However, debl service expenditures, as well as expendiunes relatet to campensated zbserces and
claims and juduments. are recorded only when payment is due,

Property lores. franchise laxes, liconsas and intersst assotimed with lhe currant liscel pericd are all

conzidered io be susceplible 1o aocual and so have been recognized as rovanuos of the current tiscal

perad.  All other reverus lams are considered lo be mezsureble and v
racewet by the government

anly when cash s

The Gity reparts ihe foltowing major gavéetameral funds:

The Generat Fund is the Chy's primary operabing fund. R aceoarts for ali financial resources of the
genesal government, excep? (hose required 1o be accounted for in anether fnd

GCITY OF HIALEAH, FLORIDA

NOTES 70 BASIC FINAMNCIAL STATEMENTS
(Continuad)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Cominied)
d. Assets, Liabillties znd Net Assets or Equity
1. Deposits and invastments

The City’s rash and cash equivalents. for the purpose of the statement of cash lows, are carsidered
10 be cash or hand, demand deposits, cenificates of deposit and shon term investments wilh original
maturilieg of taree manths or less from the date of acquisition

Stale s1atutes authorize he City 1o nves! n abligations o the U S. Government, cortificates of denosil
commertaal faper, torpocate bands, fepurchasa agreemants snd the Stats Tressurer's Investment
Pool.

The City's Retirement Plans are authonzed by s governing board to invast in obligations of the U.S.
Government, commaon Stocks, cOrparaIe Bonds and other investment types aliowed by Flonda
Sialutes.

Investmerts are seporled 8l far value. Shom-tarm investmen's are reported al cosl, which
apprexemates fair vaiue. Seeurtios radet on 3 nafiors’ of niematinnal exchange are velusd al the
a5t reporied sales price Net aparecialipni¢aarec alue incluges reakzed and urrealizet
gans and losses. Realzed gairs and losses are delermined on 1he basis of Szechic cost upads
and wiercsl are recoghized as eamed. Purchases and saes of Irvestments are recarced on a lrades

iGN in far

dale basis

~

Interfund Agtivity

Transfers hetween govemmental and busincss=ype acliviies on the governmentwide sialements sre
raponed in the same manrer as general reverues

Exchange transactions between funds zre repofied 4t fevetucs in the selar funds and as
expendiluresiexnenses in e purchaser funcs, Fiows of eash or yoads from ene fung 1o anuther
withaUl & requicement for repayment are repurted as clorfund ransfers.  Interfund fransfers are
meponet @6 olher fnantng sourcesUses in governmendsl funds ang after nonaperaling
reveruesicxporses i1 propnetary funds.  Repaymerms Wom funds resgonsible for paicurar
supenditurasiexaenses Lo the funds £at inivally paid for them are nol oresented on the financial
E13'EMENS

Achvily between funds that are representanve of lending/boroang arrangements outsianding at the
unif of lha fiscal year a refered as either “due toffrom other funcs™.  Any resiiual balances
oulstand:ng betwean (he =-lype acliviies are reporied in the

Mal aclivilies and
gowernmenl-wide Gnancal stalements ss “internal balances”

“32-

NOTE 1.

NOTEA.

CITY OF HIALEAH, FLORIDA

NOTES TO BASIC FINANCIAL STATEMENTS
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Conlinued}

©. Measurament Focus, Basis of

and Basis of P (Continuat)

The City reports the fnliowing major proatis

tary “unds

The Water ang Sewers Uity Systiem Fund acoounts for the zclivilies of the Water and Sewers
Departmenl.  The Depariment operates the Sewage treaiment plan, Sewana pLMRing stations and
callecton systems, and the water distribution sysiem

The Solig Waste Uity System Fund actounts for prowding schd waste secvicas to cusiomers of he
City

Private-sector stardards of accounling and financial repo-ing issved prier lo December 1, 1982, yenerally
are follgwsd in both the govemment-wide ant propastary fund fmancial stataments lo tne extent that
npse standards to nul wenfics with or toniadict guidance of the Governmenai Accounting Standands
Board. The Gity has f1e opfian of foliowing subsequent private-Se1a’ gudance for their business-ype
acivties and enferprise funde. subjecl fo his same mitation. The Gity has efected ol (6 follow
subsiguant private-secior guidance

As o gereral rele. the efied of interfund aclivity has been giminaled {rom the Govarnment-wide financial
staremants. Exceptions [0 In:s peneral ruig are paymen's-n-l ey of lzxes ana other charges between lhe
governmenl's waier and sewer function. and various ather functions of e Crty  Eimimalion of these
charges would distar: the direcl Losls and prOGRAM: (@venaes reponted for e varibus fnctons concarmed

Amgunts reporled as progewr revanues intlude 1) charges o tusomers o applicants for goads,
sevicas, o privileges provided, 2) eperating grants and contributons, snd 3] capial grants and
contriputions. Inteznally deticaled resouces are repuried as general revenues retier (nan s program
revenues. Likewise, yenaral revanues incluge sl 1axes

Pronrgtary funds dislinguish operating revenues ond experses fom ner-aparalng dems.  Opefating
revenues and expersss generslly resull rom pe

viding services ans preduaing and ceiivering goues 11
CONGEENON with 8 Propnaary fund's arncipsl angoing asemtuns  The principal uperaung revenues of the
City's woter 8n¢ sewers fund and the Solid waste fund are charges @ customers for serzces. Operaing
expenses for emerprist funds inciude e oost of services, admnistatve expenses a1t depreciatian on
capisl assets. All revenuss and expenses nol meeting Lhis Sefintion sre reported as nun-apegralag
revenues and EXpeNSes.
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CITY OF HIALEAH, FLORIDA

NOTES TC BASIC FINANCIAL STATEMENTS
(Cantinued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Coniinued}
d. Assels, Liabilities and Net Assets or Equity {Cantinued)
3. Inventaries

Inwentores of e genaral funt zre valuea al cost delermimec on the frst-ndfirst-out fFIFQ) method,
ang cansst of gasoing and expendable supplies avalable for consumpdion. Invemory acquired by te
Gy is cxpensed when purchased (nurchase mamnod). Inventories are recorded on the balance sheet
wih a reservation of fund salance. Inventoties of the water ane sowers fund are valued at lower of
cost (determined ssrg the wephled average) or market and consist of pipe. valves, fumgs and
gtens.

=

Capitai Assets

Capial assets, which nclude propery. plant sne squipment, and infrastructure assels (e ... oads.
brdges, sidewalks, bke paths and simiar items) are reponed in f=e apphable goverment of
business-type actwilics calumns in the govemmenlvide financial statements.  Capia asses are
delned by fhe gavernmen as assels wih an inkial. indivicus® cost of more than $2,500 and an
eslimatad usefui e in excess of iwo years. Such assets are racorded at hislorical cost or estimated
histo-ical cost if puichaser of constructed. Donated captal asseds are recomed al estimated foic
market vaiie & fhe date of donatiun.

The tosls of normal ma.nterance and repairs st do nof add to the vaue of Lhe psset or matesialy
oxtend assets lives are nol caplalized.  Majer oullays ‘or capitei ssseis and improvements are
caplahzed as projects are constroeted.  Interes! incurred dusing the conslruction, phase of capitel

assets o' business-lype activlies 1 included as past of the capialized value of the assets consrucied.

Capital ssssts of the City are Gepresated using the straight-line methed over the fols

wing estimated

useful wwes
Assets Yoarg
Buildings 24-50
Impravements other than suldings 1525
Furniure, flures, maclinery 2nd squipment 515
Fublic g9iman an syStem infrasiructire Y

Sy
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CITY OF HIALEAH, FLORIDA

NOTES TQ BASIC FINAMCIAL STATEMENTS
(Continued)

SUMMARY DF SIGNIFICANT ACCOUNTING POLICIES (Continued}
d. Assets, Liabilities anc Net Assets or Equity (Gonlinued)
5. Compensated Absences

City employees are granted vacation and sick leava in varying amounls based on langth of service
ard the department which the emplayee services.

The City's vazalion and sick leave palicy is lo permit employess 1o actumulate sarned but unused
sick pav beaefits. Such leave is accrued and reported as a kund liabulity when it is prubable that he
City will Gampansate tha employee wilh expendable svailable fimancial resources. Vacalion and sick
leave is accrued when incurred in proptiziary funds and reported as a fund liability. Al vacation pay
is acorued when incurred in the governmentawide and propristary fund financial statements. A
liability for these amounts is mported in governmental funds saly if they have matured, for axampia,
a5 a rasult of employes resignations and refirements.

=

Unearned’ Daforrad Revenues

Unearaed revenues AL the govarnment-wide level, governmenta funds and proprictary funds ere:
repored when the City receives resources before it has earned the reveny Furthermore,
gowernmental funds reporl deferred revenua in connection with receivables for revenues that are not
considered by be avaitabie 1o liquidate | abilties of the current pericd,

~

Long-Ferm Obligations

In the government-wide financial stalaments and propretary fund lypes in the fund financial
simements, lang-lerm debl snd other long-term obligations are reperted as tiabiblies w e

o | aclivitios, b type activities or propnetary fund lype statement of net
assets. Bond premiums and discounts, as well as issuance costs, are deferred and amortized aver
the life of the bonds using the effective interest methad.  Bonds payable are reparted nel of the
applicable bond premium or discount. Bond issuance costs are reporied 5 deferred charges and
amortized ower the term of the related debl

In the furd financial statements. gavarnmental fund types recognize bond premiums and disceunls,
as well as hond issuance cosls, duning the cutrént pevind.  The face amount of debt issust is
reportex] as other financing sourees. Premiums reccived on debl issuances are reported as other
financing sources while discourts an debt wsuances are reported as odher financing uses  1SSuance
tosls, whethar or not withheld fram the sctusl dbt praceets racsived, are reported as debt scrice
expenditures.

CITY OF HIALEAH, FLORIDA

MOTES TQ BASIC FINANCIAL STATEMENTS
(Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)
d. Assets, Liabilitias and Net Assets or Equity {Continued}
1. Rebatable Arbitrage

The City has elected the Gption of reating rehatable arbitrage as a reduction of investment income,
Heowever, for the fiszal year ended September 30, 200%, there: was no rebatabla arbitrage required 1o
be recorded

12, Emplayee Benefit Plans and Net Persion Asset'Obiigation

The City provides two separale defined bemeht pension plans for its employess and slected officials.
Al Seplember 30, 2008, Ine City recordad 3 nel pension oblgation related 16 1ha Employees’
Ratirement Systen and a net pension asset related 1o the Elected Offciels’ Retirement System in its
government-wide statement of net asscls. The net pansion agsetobligakions areg functions of annual
required contrigutions. wilerest, adiustments 15 the annual required cuntriution, annual pension
costs and actugl employars coniribulions made t the Plans. Please rofer to Note 13 for further
inlarmation.

18, Use of Estintates

The financial ststemenis and related disclosures are preperéd i conformity wit accounting
principles gencrafly accepted in the Unided States. Manogement is required io make estimates and
assumptions @at affect the reportod amounts of assets and lizbilities. the cisclosure of conlingent
assols and liabilities al the date of the financig’ stalements and rewenue and expenses during the
periof reported. These esymales inchue assessng the collectibility of accounts recevable, the use
and recoverabdily of inveniory, pension and postretirement obligations and useful lives and
impairment of tangible assets, the determinaton of the actuarially accrued liability for unpaid
tlams, which is orepared based upon certain assumplions pertaining to inforost rates, mfation
rales, otc.. among others  Estimales anct assumptions are reviewsd! perdivally and tha effecis of
rewigions are milecied in the financisl statement in the peried they are delermined 16 be necessary
Although these estimates are based on management's knowledge of current events and actions it
may undertake i the futuce, they may Litimately differ from actual results.

C -
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CITY OF HIALEAH, FLORIDA

NOTES TS BASIC FINANGIAL STATEMENTS
{Continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continuad}

d. Assets, Liabilities and Net Assets or Equity {Continuad)

8. Fund Equity

In the fund financial tal funds report tions of fund balenee for amounts
that ara not available far apprapriation or are legaly restricted by outside parties for use for a
specific purposs. Designations of fund balance represent tentative management plans that are
subject o change  Unresetvid undesignated fund balance is the poricn of fund equity avaitable for
any lawful use.

Adjustments to Net Assels of Government-Wide and Fynd Financlal Statements

Met assets of the governmental activiies, as of October 1, 2008, wers restated 1o correat the
adjustments noted below:

Mectassels - beginning as previousty reported $ 135,176,645

Cartection of eam pensatod absences (4,204.672)
Correction of notes tecaivalle {see nole 5) 2 800,600
Met assels - beginning as restated $135.TTL973

Net assels of the business type sdlivilies, as of Cclober 1, 2008, were restated 1o correct the
adjustments naled bretow:

hel assels — begipning as previousty reportes] $ F34 B73.943
Conedtion of cempensalad apsences {140,446}
Net assels - beginnig as restated $134.533,497

Net assets of the enterprise funds, as of Qclober 1. 2004, were restaten 10 correct the adjustmants

noted betow:

Water and Sewers Soligd Waste
et azsels - baginning s previousty reporles §137.284 374 53,001,483)
Correttion of compensated absencas 765,266 {16712
Nt assets - boginning s restaed 5107,360 600 £[3718.21%)

9. Capital Contributions
Capital contributions in proprietsry fund financiat stalomonts arise from grants or ouiside
comtributions. of resaurces restricted to capital acquistion and constnsction,

0. Uitity Bitfngs

Utility customers are hilled monihly on a cyele basis. Unbilled revenue is recognized n the
ascompanying firangial siatements based upon esumates of sevenues for services rendered
between biling cycle dates and fiscal year and.

-85-

CITY OF HIALEAH, FLORIDA

NOTES TQ BASIC FINANCIAL STATEMENTS
(Continued)

PROPERTY TAXES

Froparty laxes (ad valorsm taxes] are assessed en January 1 and are billed ané payable November 1, with
discounts of one 10 four parcent JF pad arior to March 1 of the following calendar year, All unpand taxes on
real and pevsunal propery besame delinguent on Aprl 1 and accrua intetest charges from Apri 1 until a fax
sale gertificate is sald at auction

rssessed velues are established by the Miami-Dade Couny Praperty Appraiser al approzimately fair
markat value. The assassod value of property al January 1, 2008, upon which the 2008-2000 levy was
basod. was approximately $10.26 billion. The Gounly bills and collects all property tares for the City

Undes Franda Law, the assessment of akl poperties and the collection of all county. municipal. sehaol
distriel and special distict propery taxes are tonsolidated in the affices of the Coumly Property Appraiser
and County Tax Collector. The Ciy is penmitted by Artizle 7, Section § of the Florida Constitution 0 levy
waxes up to S10 (10 mills) per $1 000 of assessedt valuation for general gavernmental services (other than
the payment of principal an interest on genssal obligation long-lerm detit). in adeition. unfimited amous
may be levied for the payment of principal and interest on general abligation long-term debt subject 1o a
limitation on the amounl of debl sutstanding. The millage rate to finance general Governmenta services for
1ha year andod September 36, 2008 was 6.540 mills per 33,000 of assessed valualion

CASH AND INVESTMENTS
Cash

in addition to insurance provides by the Fetieral Deposit Insurance Corparation, all eeposits are held in
barking insttutions approved by the State Treasueer of the State of Florida to notd public funds. Undar
Florida Statutes Chapter 260, Florikda Sacurily for Public Deposis Act. the Stale Treasurer reguires al
Floriaa qualified public depositories to Seposil with the Treasurer or ancther banking mstitution eligible
collateral I the ewent of a failure of a qualificd public dapository, the remaining public depositories
would be respensitle for covering any resuling losses. Accordingly, all amounts raporled a8 deposits
are deemied a3 insLred or colateralized with seourilies held by fhe efitity or I8 agent in the entity's
name.

Investments

s requircd by Flonda Stalutes, the City has adopled a written mvesteent paiicy, which may, om time
ta time, be amended by the City City adminisiealion is authorized to mvest in those instruments
authorized by the Florida statutes and the City's By Laws. Invesiments consist of the Flonda Municipal
Investmen: Trust administered by the Florida League of Cities, tnc., and investments held by the City's
retisement funds, The wivestments held in the Retirement Plans may bo invested in obligations of the
U5 Governmanl or ils agencies, first mortgeges or first mortgage hands, corporate hands, and
common and prefered stack.  Investments are carrieg at fair value as determined by quiled market
prices.

T



CITY OF HIALEAH, FLORIDA CITY OF HIALEAH, FLORIDA

NOTES TO BASIC FINANCIAL STATEMENTS
{Continued)

NOTES T BASIC FINANCIAL STATEMENTS
(Continued)

NOTE3.  CASH AND INVESTMENTS {Conlinued)
NOTE 3. CASH AND INVESTMENTS {Continued)
intorest Rate Risk
A of September 3, 2009, the City's investments consisted of 1he following:
nlgnest rate risk exits wWhan thert: is 2ossibility that changes in interest rates coutd aguersely affect an
inuestment's 1air vaiue. In accoriance with its investment poliey, fhe City places no limit en the amaun Fair Credit
that may be invesiad in securitiss of the U.S. Government or its agencies. Inlerest rata risk disclosures Investment Type Vatue Bating
are recuined for all debt investment as well as invostments in matual funds. extemal invastment pools, City of Higleah  Ratiramant System’s
and other pooled investments ihat do ne meet the defnitinn of a 2a7-like paal .5, Treasuries S 23506620 BAA
U.8. AgenciesInstrumentalities 19281352 LETY
Morigage Backed Securities 253,469 A2
Inuggtengnl daaturig (In Years] Mongage Backed Secunties 91.219.562 RARA
Fait Less Wore Mortgage Backed Securities 211,224 BA1
Yalue Toan t ios Gl 19 Tran g Mortgage Backed Securilies 652,716 NA
Cily of Hialeah Suginm'
U8, Treasuries £ 19.265.252 51.808,311 §i0,073,330 57.213.719 H - Asset Backed Securities 1.786.029 APA
U8 Agenciesinstramentaltias 23505678 6.077.253 2.521.550 3525698 LEVAR Carporate Bonds 9.238.015 A1
Goenerate Ronds, 7017049 4144325 24.54.870 27.620.386 46T 459 Carporate Bonds 17.663.851 A2
Merigage Barked Securities BZ 337072 - 1401258 12133.070 B0 782 TS .
toon Dok Securtiis L 220 i L7 ads " Corporate Bonds 5,880,309 A3
Subeeial 207851 2,218 49 4603850 RL LR Corporate Bonds 672,456 anl
Real estat inweslinent SIS nig np na ng Carporate Bonds 6671351 ALD
Commen slocks
Cozporate Bonds £.400.801 AA3
Supawral 458.522.31% 12212809 26 855,093 46,988,574 LQRIRIE
Corporate Bonds 1484145 AAA
‘ot Ot itementBlan Carporaic Bonds 1BTIE068  BAAT
Certticates of dopos 750,000 750.000 Corporala Bonds B.011.352  BAAZ
Wanguard-bond mutual funds 2522121 - Carporate Bonds 2272585 BAAD
Subieal o121 _ N Sub-total 207,938,131
§ . , Elecied Officials Retirement Plan
e s "f?uf et e e Inter-Term Bond ndes Adm 871099 Aa2iad
Subre L sachls — — Shert-Term Bord Index Adm 353535 As2iAa)
on . Inflation Protcct Sec Adm 317208 AalimaR
FLmy feouniRman GNMA Fund Admiral Shares 530,189 Aas
FMIT - rrutual funds 29040121 ) 22,472 i1 R JO— Long-term Invess Gr Adm 155,088 Aas
Sub-total 2.577.121
Talal £485,324,983 $15.437.532 §72.058.575 F19.080.874 F1000:0.305
Primeary Government
Credit Risk Flotida Municipak Investrment Trust:
1-3 Year High Quality Bond 2AG7.650  AAANZ
Genetally, credit sk is the risk (hat an issuer of an investment will not fUliF its cbligation to the holder Intermediate High Quality Fund 22872481  AAANE
uf he Fvestment. The City has an investment policy that limits invesiments ta the highest ratings by Sub-total 25,340,111
nationally racognized statistical rating organizasions (NRSPQ) - (Standard and Poar's. Moody's
Total 235805 381
Ivestars Services and Filch Ratings). Excess funds are also ivested daily with the Flerica Munigipal o £242.803 260
Investment Trust (FMT)
-8 - -39-
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{Continuad) (Cantinued)
NOTE 3. CASH AND INVESTMENTS (Cantinued) NOTE 3. CASH AND INVESTMENTS (Continued)

Cuoncentration Credit Risk

GASE Statemant 40 requires disclosurs of investments in ary one issuer That renresents 5% or more of
1he total af the City's mvesiments. Conversely. investmenls issued or explicilly quasantest by he LS.
govarnment an invesiments in mutual furds or pools are excluded fliom the concentration of credd risk

Dunng the fiscal yoar, the Plan and the borrowers maintmsed ke nght o terminaie securilies lening
transaclions upen notice  The £ash Gollataral received on each loan was invesied. togelhwr with the cash
collgleral of otker qualfied tax-exemot plon lenders. in a collectve mwestment oool. As of Seatember 30
2009, such investment pool had an average duration of 47 days and an average we:ghled firal mawrity of
271 days for USD callateral Beceuse the loens were lermimable al eall their duranon did not generally mateh

disclosure regUirement. 2 duration of the inveslments made with cash collateral.

BGASS Stalement No. 28 Accounting and Financial Repodmg for Securties Landing Transacliors,
establishes accounling ant financial repuning standams for securilies lencing transachors, The standara
& asgals in lher balance sheels unless the entity du

Az of Seplember 30, 2009, concentation of the City of Hiateah Employess’ Roliremant System's

investments was as follows
requires Governmenal entities 1o ropo securties ie

no! have the ability o pledge or sell Godlatera! securities abseni A oormawer defasll as the caza with the Plan.

FED Mt LN PC PCOL G13072 a3%
ENMA Pool — 622647 5.89% Cast. received as collaleral ard invesimenls matle wik Mal ¢a5h most also be recored 25 assets. The
ENMA Pool -+ AAT 720 5 76% staterneni alsa requires ine costs of 1he securities lending transachions to be repurted as expenses separately

from ncome tecawed. In acdaion, fhe stalement regures aisclasures about the lransactions and collateral
related o them. The markel vares of coliateral held and secusitios or loan for Plan as of Scplember 30,
2009, were $110.028.584 and $116575.08%; rggpecteely.  The 3118928 584 was cash and secunfies
collaters: and has been repored in the siatement of net assets es ar assel of 1he Plan along with the Eabiliey
of $19,9258,584 for abhgatiors under secunty madirg

Custodiaf Credit Risk

Custodial radit risk Is the risk that. in the avant of the failure of the counterparly, the City witl not be
able 1o racovar the valus of its invesiments or collateral securities that are in the possession of an
outside party, Consislem with tme City of Hialeah Emoloyses’ Retirement System's [the "Plan)

securities lending pulicy. $116,576,083 was held by the countorpany that was acing 4s the Plan's NDTE4  RECEIVABLES
agent in securities lending transactions.
Receivables 26 of Seotember 3. 2008 for the Cry's retvidual major funds 2nd nan-maior funds in tie
Securities Lending Transactians including tae for ur accouts, are as follows
State stanstes do not proibit the City of Hislesh Employses’ Retirement Sysiem (the "Flan’s from Nenmajor
parlicipating in seturities lending transactions. The Plan, pursiant o a Securities Lending Autherization Suuemmenio:
Agreemen. hes suthorized State Street Bank and Trust Company {"Slate Stroei’) o ack as Plan's agen: Genersl  Water & Sewers  Sold Waste Fuds Totar
g i 0 Rezawahles:
in lending the P\anls securitics 1o approved boreowers,  State Stieel, as agent, enters into Securilies. Bilea s R ¢ rroeni? s . s 206483 § 8206200
Lozn Agreements with borrowsrs. Urbilied 3522.724 . . 5522124
Srananise and ubliy 5039516 - - 503857
Owrirg the fiscal year, State Streat lant, on behalf of the Plan, certain securilies of the Plan held by Stale Irfgrgovemmentat 2.761.143 1278.052 4939185
; L X ., — Grans 1,480,089 - - 16.285.371 16.765 460
Streat as cuslodian and recerved cash Of other collaleral inchuding securities issued or guaranteed by peviale 183652 P a1 AT ? sareqas
the United States gevarnment and lelters of credit. Slale Street dens not have the ability to plodge or sell Sainsjakes 1 =00 - - B 1,894,500
collatecal securilies delwered absanl a horrower default. Borrowers were required to deliver coltatesal for Gross receivaties 11352850 13476582 811432 17.269.908 42,850,830
sach laan equal to at lsast 102% of the market value of e eanad seeurities Loss alowances ks - 805,000 - 560993 1265481
el tolal sucuvables T 11J6age0 5 2671502 S 4143 § 16608013 § 41564817

Pursuant Is the Secunties Lenthng Authorization Agreament. State Street had an obiigaton o provide a
form of indemnification to the Plan in the event of default by a botower. There wero no failures by any
borrowess 1 return lozred securifies or pay distributions (nerean during the fiseal yesr that rasulted in 3
declaration and nolice of Default of the Borrower {other than the default by Lebman Brothers [ng. whisiy
vecuted in Seplembar 2008, and the Plan was mede whole in connelion with this process).

Govammental funds defer revenue recognition ' connecton wih resources that have been reosived, but not
yet earmed
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CITY OF HIALEAH, FLORIDA

NOTES TQ BASIC FINANCIAL STATEMENTS
(Continued)

RECEWABLES {Continuad)

Revenues of the Water B Sewer, File Prevention and Rescue Transporiabon “und are reportad not of
uncollectivle smounts. Total amount charped to the arawision relaled to revenues of ihe quirent period are as
fullgmes:

Uncollectitle related to water & sewer fees 5 205,000
Uncollestible related fo fire rescue transpan fees 2,507 524
Tolat uncollectible for the current fiscal year $2772.524

Althe and of the current fiscal yeer, defared or uneamed ravaiue reported in the govemmenta: funds wes as
forlows:

Qerupatonal heenses, $ 16895401
Grants and other delerred revenues 1.528,082
Heyes program 7B 812
Cammunity Deve'opment Biock Gran: {CDBG) 2.470.578
State Housing Iniligtive Program (SHIFY 2818835

Notes recsivsble {568 noze 5)

NOTES RECEIVAELE

Note Recetvable- Patm Gentre

The Hizleah Housing Aulhority {the “Aulherity’) assumed a Housing Devetopmeni Gramt ("HODAG Laan™)
awerded on July 12, 1959 1o @ cevetoper trough *he Gity in he ameunt of $2.843 097 through the purchase
of the Paim Canlre Project (the "Project”). Tc HODAS Loan bears misrest at *0.125% and & aayable in full,
incluging snzerest. on May 1, 2025 unless Ihe Projdt is su.c or fransfered, o due to 8 violation of the grant
couenants wilk HUD. Interest doss not 36crie unless the Projsct s revenues exceed 11e sum of the Projecl's
net operaling incume {afler paymenl of tenl servive in the Palm Cantre Bands) pus s cumulstive refurn Lo te
Aufority of twelve percent (12%) per annum on e Autherity's ecuity contribution.  The HODAG loan is
sscured by a Sscond Mortgage issued to lhe City and 15 subordinaled to Hialeah Housing ALihority Bonds

The Project was construcled o iand leaset rom the City of Hialeah for a period of 49 years (slarting
December 26, 1985) with an oplion to enew for an addiional 50 years. Tre Authority a8 parl of the
scquistion of the Projeci assumed the ease vith the ity The lease 2greement requires for lease payments
16 the City hased on annual romt revenues Generated by the oroperty. In 2006, the City and the Auironly
amended lhe land lease sureement and the City acceptec & payment of $500.000 a5 payment In full of all
past de rents due froT ihe Authoriy.

Tne amencied land lease agregment aroudas for he foliowine tarms.

1. Prowides fren lonant selsction services b he Cly for City ownsd housing uns.

2. Provides she Gily ssch year a mmmum of su thousand five huncred [6.500) square feet of
commezcial space in the Palm Cer

«¢, Iree of charge. anc
3 Provides fory-two (42) afordable lower-inenme hewsing unils to be rented al below markes rents for
the ferm ef the HODAG loan

Laz-

GCITY OF HIALEAH, FLORIDA

NOTES TO BASIC FINANGIAL STATEMENTS
{Continued)

DUE FROMTO OQTHER FUNDS

The amaunts due framia other funds at September 30, 2000 were 25 follows;

Recewahies  Payahles
Major Governmantal Funds SPUPBSREY  §11677163
han-Majn? Govemmantal Funds 15172617 _16.679,991
Major Praprietary Type Fuads.
Water ant Sewer 662280 5729236
Solid Waste 21°9732 _4936588
Tolal Major Prognetary Type Funds 2765012 10,666,144
S4052Z2 208 540 B22 298

- Ampunls cue from the Mon-Mzor Govemmenta: Funcs tu the ganeral fund are for advanoces mace to
thase fund’s to cover expenditures uniil the roceivables on those tunds are colected
Aniolnts Gue 1o 1he Non-Major Sovernmartal Furds fzam fie gencra, fund are for amoums due to those
fungs for amounts collecled on their behalf

- Amounts dueto lhe Sofic Waste are for receivables Galleciad by the Warer & Sewer funt before year end
whith are cwed 1o thase furds

- Amaants due fram the sater and sewer nd to the salid waste fund, and ganerai furd are for waste fucs
coliccled and Ltdity taves coilecied al year end

As of Seplember 30, 2009, majus fund and ron-major furd activity was as follows

Transfer iz Transfer gut
Major Governmerta: Funds
General Fung g - §1.633,587
Total Major Guvernmental Funds - 1,633,587
Naor-Fajor Govemmenty Fungs 3,418,660 1467074
Mon-baor Proprietary Type Funds
Higleah Girculgior - 331,068
53,414,680 ¥2491.720

The general tund frarsters {o The non-majr goveramental funds were mace to provide addilional rassurces
for curranl operaliors, and

€ tansfers from the nos-maor governmentl uady o alker noa-major funds
wers mzce 10 arovite addiionsl resaurces for eurrent speraticns.

During 2009, e City charget fhe reportng of the Hiaieah Circulator fund from an enferprise fund 1o &
qovernmental fund. The reconcling differance of 572,069 betwsen irarsfers in and ransfers out represents
11 net amount of the capila 355els ann QPER liabi

nat was transfered 10 the govarnmenlal activities,
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NOTES TO BASIC FINANCIAL STATEMENTS
[Continued]

NOTES RECEIVAELE {Conlinued)

The futyre minimum receivable and st present valug of thase minimum payments as of Seplember 30,
2009 were

Lang-term receivable 53,576,872
Less presenl value {1.736.794)
Present valug of Rture receivable payments S1.842 078

in comnection with the construction of the Hialaah Housing Project meniicned above. the United States
Oepariment of Housing and Usban Development {'HUD'} has challenged the manner in which certain of the
proceys of the HODAG Loan were used.  HUD has chaimed that $369.039 of the HODAG Loan was
sxpandnd far nengualified purposes (e "Clarm®)  The City has chalienged the Claim.  The Autaority has
agreed that the Cily will not ke respansicle for payment of any such challenged cost in the event it is
raquired ta tully indemnily the City for any paymenis ta HUD regarding the claim. 1n & subosdination
agreement the Authority and the City have agreed that, in the event that litigation is instituted by HUD
cegarding payment of the Claim, the City will fully cooparate with the Autharity 1w resclve the litigation, and
that the Gity wifl not foreclose on the Second Mortgage in (ha avant the Claim is 6ot pa‘d on demand

Nota Receivabie- Viilas Hiskeah

Pursuam 18 a3 -Reaffirmation of HODAG Note Obligation and Extension af Maturity Dale with Tnferest”
agreement (1he “Reaffiemation Agregemont”) daled November 25 2009: the City recorded 2 nate receivable
of 54 800,000 dug irem a deve'oper (See Prior Pedod Adjustment Nate 1 (&), The daveloper through 3
Subordination and Assumphon Agreement dated December 23, 2002 {Subordmation Agreement) had
assumed a Housing Development Grant ("HODAG Note™) awarded on November 25, 1987 to an unrelated
developer through the City in the amount of $4,500.000 with payment due in full on Novenaer 25, 2009. No
payment of pringipal and interest was dug on the HODAG Mole until the firsl loen is pard in full of vith
proceads frum tha re-financing of e property. The HODAG Mote is secured by a Second Mortgage issuvd
1o the City and is subonlinate 1o the loan provided 10 the developer in the amaount of $15.793.850 W
purchase the property from the original ownes. The HODAG Note matures on Novembor 25, 2009 and the
City tirough the Reaffirmation Agresment has exlended the malurty for one year in gschange for an
interest paymaonm of 5% with 1he oplion te evend the maturity for an additional une year penod for 3 6%
interes! payment,

The City has recarded the notes receivable in its governmental-wids tinancial statamants 3s of Seplember
30, 2009 Mo allpwance against e notes receivable are deent ed necessary i September 30. 2008, The

notes rocaivable were alse recordnd in the City's general fund and offsel by defered revenues sinte the
procesds of he receivablas are not considersd 1o be available (o liquidata lizhilitics of the current period
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{Conlinued)

RESTRICTED ASSETS

Restriciec pssets consist of the cash rasriced for debt orvice, canital prujects. advances. public salety and
cusiomer denusits al Seprember 20, 2009;

‘Water and Sewors Fund

Cuslomers’ deposit - cash and nvestments § 7113687

Restngied for Miar-Dade County DERM - DERM Fea 3541843

Reverse Jsmasis Plant- Jo:nt Padiciastion Agreement 14,138,881
Total reslnctec cash water and sewers fund 24.70¢,51%

Orhor restricted assets

Customer accounts - Solid Waste Fund 2154141

Customer accounts « Slormwater Fune EAREEH]

Cuslomer accounts « City Utitity Tax 217,252
Tolal other restricted assets water and sewers fund 3,28 515
Total resinced assets water and sewars fund 2BOTRIET

Govarnmentai Funds
Capital Frojact Funds

Capila mprgvemant Consiructon
Tolal Restricted for Caprial Pregedt

Special Revenue Funts

Rescue Transgortaton 5058.60

Fire Preventon 177,373

State Law Enforcoment Trust 6218

Federal Law Entorcement Trust ez
Tolat Ressricer for Public Safety iS14E08
Debt Service

Deb Servics Funds 24.018
Total Resirctec tar Dabt Seruce 24,01

Total Restricted Assels
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CITY OF HIALEAH, FLORIDA

NOTES TO BASIC FINANGIAL STATEMENTS
{Continued)

CAPITAL ASSETS

A summary of the Cily's capilsl assets at Septamber 30. 2009 is as follows,

Baginning Ending
Izn Delalions _Transfers Eplpncs
Capital assets not baing depracited:
Land 5 - 29,051,407
Congtuction in Frogress 19,286.453) 7.684.479
Total captal as5ets not boing depreciated (9,266,453} 36,745,886
Captal assels being depreciated
Bluiidings $1.286811 1,259,266 5,280,422 87,836,450
Improvemens ather {han buldings 24,222.386 656,230 - - 24,879,188
Fumiture, fixiires, machingry and squipmant 40.281,765 775695 (1.758.246) 322.151 42,634,335
Infrastructuia - 4.006.031 337.820.499
Tolal capital assets hewag depreciaten 1.758.046) _ 9,608.604 ¥
Less accumulater depraciation for.
Eaidings 16,653,962 2.422.188 - - 19,076,150
Iripravemends other than buid rgs 10,821,563 1,153,235 - - 12,114,893
Furniture, fixlures. macninery and equipment 23.7919°9 3108 i1,756,246) #1501 27223500
Infrasiructure 138,086.720 5.226,383 - - 146,322,122
Toal accumu ated depreciation 19 ia 1.758.2461 51,891 206.73€.870
Toral capital assets beng iated, et 273577495 (B.780.3111 2.526 803 5,445 308
Governental attivities capital assers, net 313320778 §  (400.867) § -5 740350 § 813180271
G-
CITY OF HIALEAH, FLORIDA
NOTES TO BASIC FINANCIAL STATEMENTS
[Continued)
NOTE 8. CAPITAL ASSETS {Cantinued)
Dreprécialion expense was charged to functions/programs of the City as follows,
Governmental actyities:
General govermment 52.546.130
Falice 1,298,838
Fire 1.161,865
Streets 9485623
Recrealion 1447470
Totel depresiation xpense - govarnmental activities $15.030 047
Business-ype activities:
Water and sewer S 3447045
Soid wasle 746196
Total depreciation exponse - business-type activities E4103241
NOTEQ.  CAPITAL LEASES

The City has entered inlo a lease agrecment as lessee for the retrofit installation of energy efficiency
cquipment in Cily buldings. Payment on the lease is fua quartery through 2010 Dutwmg 2009, the City
eaered into a purchase lease agreement for sguipment fotaling $382,788. which calls for five snnuat
inslaliments of 80,806, The lease agreements qualify as capial leases for accounting purposss and
therefore, have been recorder at the present value of the futurg minimum lease payments as of the
inceplien data in the fixed assels section and the related fabilty in 1he govermmentakwide financial
statements.

Capital assels acquired through the issuance of capital Ieases are as follows:
Gavemmental
Activitieg
SETE500
362,788
873,476
$363.812

Buildings
Equipment
Less: accumulated depreciation

The futura minimum lease obligations and the nél present value of those minimum lease paymants as of
September 30, 2008 were.

Year ending Seplember 2%

2010 120619
2011 &0.508
2012 80,806
2013 80,806
Tolal minimum lease payments 363 037
Less: amuunl representing interest 28,612,
Presen vaive of minimum lease payments $334,425
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I-13

CITY OF HIALEAH, FLORIDA

HOTES TO BASIC FINANCIAL STATEMENTS

[Continued)
NOTE B. CAPITAL ASSETS (Cenlinued)
Biganing Ending
Basnne Agdticng Ogiglonz Trangfers. Balaigy
Busginess-Lupe actvives
Capiis' 25sets ne: being deprevisled.
and § W93 5 H -8 29,366
Canslustonsik pragress 2094 093 3853543 6,980,556
Tl <P ASEEtS Nt Being depreciated 24p2 243 FELE) = £39.512
Capitl 2ssecs being depreciated:
Duitcings. and utitty plant 3676073 218234 3.595.307
Ip/3eOMents 19 omer than buikding 26533 320,553
Wachinery and aquioment 7509 122 at8,302 (322151 17,605,275
Infrastuciure 148 B0 908 1523078 414011 62,019,287
Tola- crpnal sssets heing aepreciated 1RE£15 636 L2783 LAK [riiy 22181 15380500
Lust avcumulated deprociavan for
Bunkings and ultily it 2082 460 110,658 2,208,148
Inpr.BMENts Imer than buud ng T ANE 0,08 #7578
Hhachinery and equ pmet 13 644 483 1027137 121,801 13,583 824
Hutture SAEZEON: 2h25208 [EL I BL310.578
Toal aceumulated depreciation a1 38 4192200 31821 34501429
Tatal capilal assuts heing deprecled, net 57 972 247 11,595.076 240,350
Busiess e activles CapNd 055085, not EV0.208.595 513480814 F_o S{2a0 350; S0EE3E.EES

NOTE 10.

During 2008, the City ransterred approximataly $9.286.453 of completed projects of s govermental
activilies 10 buildings, improvements and infrastruciure The net increase in fransfers of $240,350 was dug
1o the transfer of the Gapilal assets of the Hialeah Circulaor fund to the governmental aclivities. The
Higleah Circutator fund was previously reported as an enlerprise iund

Construction Commitments

Al September 30, 2009, the Cily had in process various canslrugtion prajects that were nol completed wilh
a remaining batarce wolaling 512,298,702, Funding of these projects is fo be mace armariy through the
procsets of Inans, 1ax revenues and granis.
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(Continued)

LONG-TERM DEBT

1993 Revanue Bonds - On Novenber 1983, the City issued §4.400,000 Capital improvement Revenue
Bonds. Series 1933 (the "Serias 1993 Bonds"), Proceeds from tha Sedos 1983 Bonds were usad 1o
finance construction of @ new fira administration builtng, fund the debt service account and pay certain
issuance costs. The Saries 1983 bonds mature Octabar 2018 and bear inferesl ranging from 3.1% to
5.5%. The Series 1093 Bends are secured by 2 hen upon revenues derived by rescus transpart serice
feas. The Gity will busyet non-ad valorem revenues if such revene i 1ol adenuale to pay debt seruice
costs,  During 2008, the City refundes the 1983 Revenuc Bonds with the issuance of the Capital
Improvement Revenue Refunding Bands. Sedes 2007

2007 Revenue Bonds- On Dooember 16, 2007, the City issurd $2,283,000 of Capital Improvement
Ravenue Refunding Bonds. Series 2007 fthe “Series 2007 Bends®) The Saries 2007 bonds mature in
December 2018 and bear interest at 4.33%. The Saries 2007 Bonds ere secured by @ lien upon
revenues derived by rescug wransport service foes. The City will budget non-ad valorem revenues i
such revenug is not adequale t pay debit service ansts.

The net procesds of $2.283 000 wers used to advance refund the Series 1993 Bonds with 3 total
principal amount of 52,610,000 and an intecest rate ranging fram 3.1% to 5.5%.

The agvance refunding refuced dent payments in the shor-term.  The rransaclion resuited in am
seonamit gam (difference belween Lhe arosent value of the debl service an the ald and the new bonds)
of appraximataly $200,000

Fiscal Year End Principal Interest Total

2010 B 183.688 86882 5 270,570

2611 191,686 78.634 270,570

2012 200.250 70.320 270570
2013 209,307 §1.184 270.570
2014 218,732 51839 270,570
20152019 1.043,808 106,116 1,148,924

§ 2047751 § 455025 5 2502776

Siate of Florida

In fiscal year 1877, the Water oni Sewers Fund barmowed 543,495.000 Kom the Stale of Florida towacd
the conslrustion of ke East Side Sewer System. The loan, which hears intersst at rates ranging from
5.4% ta 5.6%, Is payable in varying annual instalimants of principal and nterest Wiough 2008, The loan
is cullzieralized by & secondary lien on nel revenuss of the walcr and sewar system after the funding
requirements of the 1988 revenue bonds have hean mat

Construrtion of lhe East Side Sawer Syslem was completed during 4980, interest on the loan from fhe
Stata of Florids, smounting o appraximately $5.80200% has been capitalized and included in
pansiruction costs and will be expensed over the estrnatad usetul e of the system (50 years).
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CITY OF HIALEAH, FLORIDA

NOTES TO BASIC FINANCIAL STATEMENTS
{Continued)

LONG-TERM DEBT {Continued}

State of Florida (Continued)

The loan agreement provides that the State will deposi the loan procesds in o restricted. inlerest-
beating investment accaunt to be used by the Water and Sewers Fund as debt servica raservas ond for
fulgre CONSWUCUON FRgUirements.  tntorest earned on the construclion funds during the lime e East
Side Sewer was being kuilt, which is cradited to the Watar and Sewers Fund, has been defemed and is

being amertized o income over the same period thatl the retated Gapit;

50

e intarast is being sxpensed
years). Al Seplember 30, 2009, the unamonlized deferred interest balance was §1,656.363. The

City paid off the State of Florida loan in 2008

Notas Payabie

Motes payable recorded in lhe guveramantal entity-wide stalement relate 1o loans from the Florida
Municipal Loan Council and a Community Development Black Grant Section 108 Laan.

il

LONG:

2)

~TERM

Florida Muni:

pat Loan Council

On Aprt 28, 1999, the City execeted 2 loan agrecment with the Flonda Municipal Loan Council 10
barrow $30,000.000 from the proceeds of he Flarida kunicipal Laan Council Revenue Bonds, Series
1929 for major roadway improvements and infrastruciure projects. The kan has an outstanding
batanes of $18.120,000 and calls for semi-aneual payments due on April 1 and October T,
commencing on Octaber 1, 1999 through April 1, 2018 and beers interest at varying rates rangiag
from 3.2% 1o 5.1%,

Annual debt service cequirgments. b maturity for the Serics 1999 note payable are as llows;

scal Year End cipal Interest Total
2010 1460,000 5 871,463 & 2331 463
ot 1.525.000 {07,588 2332583
2012 1,596,000 T38,463 2333963
2013 1,685,000 667,188 2.352.188
2014 1.740.0G0 592,263 2,332.263
2015-20149 10.135.000 1.335.818 11670618

S 20000 § S213.281 $ 23.333 781

O May 1. 2003, the Gity axecuted & loan agresment with lhe Florida Municipal Loan Council to
borrow 548, 135.00% from {he proceeds of the Flarida Municipal Lean Council Revenue Bonds, Series
20034, for major radway TMprovements and infrastructure projects. The doan has an outstanding
balance of $42,960.000 and calls for annual payments due on May 1, commencing on May 1. 2604
through May 1, 2033 and bears iterest al varying rates rangieg from 2.0% 10 5.25%
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BT (Continued)
Community Development Block Grant Section 108 Loan

On June 14. 2000 the City executed a loan agreement with the US Deparmenl of Housng and Urbar
Develpment {HUD) under HUD's Cammunity Developmerd Block Grant [CDBG) Section 108 Eaan
Program. The kan toiale¢ 54,300,000 and calls for semi-annual pncipal and in'erest payments at
warymg micrest -ates commencing an August 1, 2000 hrough August 1. 2019, The loan is payable 1 a
bank a5 lhe trustes and registered halder of the nofe. gueranteed by HUD and eolatoralized by future
©DBG funds granied 15 the City.

The lean had an outstanding be‘ance ¢f $2.890,000 at Sepiemper 30, 2008

Tha City grantet 31l of the guararized loan funds 10 a locel business 10 hnance egontrd develsprment
aclivities. inglugting the aurchase of machinery anc equisment for fe lacal business warehousing and
cisteibuting ‘acilives and corporale neadtuaners. A grant agreement was also execued wath the local
busingss and Ihe City ohigined 8 first priority security interes: oo the local business machinery and
equipmant as stipu'ated ir the grant agreement. Tne ity pa:d the iocal busingss $4 000,008 of 1he
Ipan amaunt and has cosigratet the atdtiona! $400.000 ret of ransaction fees in the Cily's SOBG

speeial revenue 1und

Annual ¢ebt service resurements lo matunty for the GOBG note pavable are as fullows:

__ Fiscal Year End Principal Interest _Totat
2010 § 210000 § 222996 § 434,846

2011 225,000 209,303 434,305

2012 240,000 192,435 432,435

203 255,000 174,080 428,080

2012 275,000 154,399 29 399
2015-2019 - 1,685,000 418563 ___ 2103583

5 2580000 5 1373748 S 4263748

Bond Antivipation Refunding Note

G December 16, 2005, the City ertered into e loan agreement with SunTrus! Bank for a construction Ine
of cradit for the purpose of financng ke constructon of @ 300-unit effordable bousing srojedt i the
amount of §16,000,000. Suanedy intecest only payments shall be ¢ue and payable commencing on
arch 1. 2006 and ending on Cecember 1, 2008 {ihe “Maturty Date’) with the enlre urpaid pinciaal
Yalancs dug ant pagable in TUll or the maturity date st a venable nterast rale, cuffently & 4.68% 3nd not
1o excand 12% ovar th Ife of the laan. Dunng 2009, t1e Cily emered inio a new 0an Agrauniant wih
the bank which crlended e malurity dste to Jarusry 31. 2010 and increased the fine of credit to
$18.000.000. The note & securet by a pladged of el rental ncome. @ covenanl to alocate HOME
due uncat the note and a covenant Lo budged and

Program Funds anniaily 1o pay ail amous
approprate non-ad valorem revenues SLIIGIENE 10 pay the principal and keres! due on the note for
e fiscal year. Al Seplember 30, 2003, the loan hat an outstanding batance of $16,54.000,
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LONG-TERM DEBT (Continued)
Nores Payable (Continuct
1) Florida Municipat Lean Council (Cominued)

Annual ebt service requirements to maturity for the Sevies 2003 nota payeble are as folows:

Fiscal Year End Principal Interest Totai
2010 5 060000 § 2145838 3 3,108,838
211 1.005.000 2097836 3.102.838
12 +.055,008 2.047.588 3,102,688
2013 210,000 1.894.838 3,104,828
2019 1,163,008 1.836.563 3101583

20152019 6,825,000 BEIG.E63 15,521,863
20202024 8,775.000 €.743.788 15.5°8.788
2025-2029 11.060.060 4 452 850 45.572,950
2020-2033 ____..1.0as 0G0 1.459.000 12,414,008

§ 42,060,000 5 31.525.263 3 74.486.263

On Pebrary 15 2005 tha Cily cxccuted a loan egreement with the Florida Muricipal Loan Councit 1o
bosrou 529,090,000 Irom the prucesds of Ihe Flarida Munic:pal Loan Courcl Revenue Bonds. Senes
20054, for major rastway improvements and inftastuciura projscts.  The Inan bas an oulstanding
satance of 526,980,000 and cal's for annual seyments due on Febriary 1. gommencing on February
1, 2006 through Febraary 1. 2035 ang bears inlevest at vanying rates ranging from 3.0% 1o 5.0%. Tee
E & rebate requirement generaly requires issuers of fac-exemot debt 10 rebata o e LS. Treasury
that investment incame ansing ‘rom jiroceeds: of tax-exempt deb: to the extent thal suck nuome resdls
T irwvestraents yields ‘n exoess of the bond yisi, Fhers s no arbiage redale liabitly in connection
with The Revenye Bonds al Septamber 30, 2009

Annua debl servce requrements to matusity for the Senes 2005 rote payable zre as oliows:

Fiscal Year End Principal Intarast Total

iyl $ 675000 5 1,270,002 5 1845002
2011 585,000 1245005 1,844,005
2012 620,000 1.226.640 1,846,540
2013 640,000 1,202,357 1 B42 457
2014 53,000 1,776,502 1,84 594
20152079 3,740.000 5,452,679 9,192 678
2020-2024 4,736,000 4498310 9154910
2025-2028 4.025.000 3.105.2"1 9.130.211
2050-2034 7,620,000 1,458 331 4,078.331
2025 . 1.765,000 4% 485 1810485

£ 25.380.000 $ 20,606,113 3 47,586,113
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LONG-TERM DEBT (Cantinued)

2} Bond Anticip ing Note {Continued

Subsequent te year end the maturity Gate of the nata was exlended te August 1. 2011 and the
interest rate was reduced to 3.42%

Annual detit service roguirements to malurily for notes payable are as follows:

Fiscal Yaar End Principal Intarest Total
20 $1.918.120 £592.808 £2.508938
2011 34 583870 425,285 15009168
£16,500.000 $1.1018.083 $17 518,093
Mortgage Payabls

In September 1991, the City execules a mongage note payable with tae Miam-Date Housing Agency
for the purchase of an apantment building 10 be used for low-income housing.  The mortgage calls for
monthly principal and interest payments at 3% per annum of $769 Mrough August 1. 2021 and s
segured by the property.

Annual debt service requircments to maturity for mortgage payable are as follows:

Fiscal Year End Principab Interest Tatal
2010 $ Ha61 2646 8 @107
20m 6657 2450 9107
2012 6860 2.247 907
2013 TisE 2.038 9.1G7
2014 T.2B3 1.821 @107

2015.2018 30877 5656 45533
2070-2021 11.238 512 11,751

s ] 17,374 § 102 818

Revalviing Loan

On May 11, 2001, the Gily enterex] im0 3 revalving loan agresment with 1he State of Flofida Depariment
of Environmental Protection for the purpase of providing financial assistancs for planning and designing
walsr and sswer system impecvements, At September 38, 2009 the project had not been completed
and the amount of the loan avallable Tor the project was $2.997.370 of which the City had withtirawn
§2.312.470. The loan shall be repsid in 18 semiannual loan paymenis of $110.945 beginaing
Seplembar 15, 2007, which is based on the wtal amount pwed  Amount due s of September 30, 2009
was 51,875,810, which includes capitalized inlerest and olher casls.
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LONG-TERM DEBT ;Cantinued}
Note Payabk- Chariar Scfroof

The City of Hisleah Education Acacermy |
$103.225. The note Sears no interest rate and full payment s tue June 20, 2012

s a nole sayabie due to Academica Dzde LLC maling

Chenges in Long-Tasm Liabiiitlas

The feliouirg 15 a summary of charges in the long-lerm el faf *he year eadad September 30, 2609

jarce Esisace
Sepinriber 30,
pe

Easemmenal
PR DOrs-

I3 27751 §

0T A TG

“ates TAVARL

[T p—

Tard issunrce costs £ Aet SBE,
i (£7,972)
S _ 2.298.730

Moot Pieyalle Mt L L

Sopita, leases 115095 367 7RG
Mo gage payakie L
Talal EFT%]

Nz Pavate- Cranes Suner H -5 -5 3 -
Ziars cavap'c 5 8 AT AT 540 3 H 276113
e ks, 5 i AT 3 3 e
a 5 s (50a8rE: s
N Hesian Ot jation 5 a5 § 9254072 3 B
O SowE I nErd) Azl H PR 3 L 3
A Lam JRHE S
IsEl
H 3 JEELEILYS L 110 88
3 i s varusy g (255153 5 Fasngiz 3 0% Ged
3 v 8 PA6TET 5 1eEngedl § AEMC B
5 s Bt Tar £ GZETE & 2EEAGT §
s 108022 8 FE = prasEg + RN EE 415 48

Crher leng-term ligbiities such as compensaled absences are aormally paid from the ganeral fund.
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COMMITMENTS AND CONTINGENCIES (Continued)

Charver School Agreemenis
On Apnl 17. 2008, the City execuled a contract with 1he School Board of Miami-Dade County, Florida
that provides for The Gy of Misleah Education Acadomy to (1) provide a high-quality Gareer-otianted
curriculum fae 217 Century cccupations; {2) orepare students far profuctive employment within &
multilingual work envirunment: and {3) prepare students for successul progression inte postsecandary
studies. Tha coniracl ends on June 30, 2012 but provides for a renewal of up 10 18 years by mytual
agreement of bath parios.

The City has entered into an agreement with Academica Dade LLC 1o pravide administrative and
educationst services for the City's chariar school. The agreement terminates on June 30, 2013 with an
option for ronewal for bwo additional years.

Water and Sewers Fund- Agreements with Miami-Dade Counry

The Department of Water and Sewers hos entered imo b agraamants with the Miami-Dade ‘W ater and
Sowar Depariment (ihe “County’). wneraby the Gounty wil sell trealet water and provide wastawater
weatmant and disposal services through September 2007 and February 2008, respectively, (o the extent
requiret by ihe Gity. (City is currontly negutiating extensions. ) Rates paid by the Gity of Hialesh vary
depending on usage and cosls incureed by the Counly. Tho charges i operalions under these
agreements for the year ended Seplember 30, 2008 wete $10,562,804 for water services and
§11, 760,593 for wastewaler treatment and disposal services

Watar and Sewers Fund- Administralive Consent Agrecmiont

The Depanment of Water and Sewers has entered an “Administrative Gansent Agreement’ wath the
Wiami-Dade County Deparment of Emvirormental Resources Management {'DERWM") pursuam o
Section 24-7(15)(c), of the Mim|-Dade County Code (MDCCY. Pursuant 1o this agreement Lhe City has
agmed 1 correct deficiencies noted in a repol submiltes by DERM (SESS Phasa Il Report) which
idontifiog thirty five (35} pump stalions within ihe Cily's sewer collection and bansmisson system that
are nol in coaformance with the requirements of MOCC Seclion 24-42.2. The agreement resuires 1he
Gity to have corrected it (hg deficicncies noted in the SESS Phase ill Report by September 30, 2010,
The Gity is currently negoliatng with DERM for a ane year mxsnsion to camply wilh the agregment to
September 30. 2011 and estimales that it will cost the City between 82 million to 54 million to corvect
the remaining pump stalions fo meet tha requirements of the agreement

Hialeah Branoh Courthouse Laasa
On Movember 4, 1896, the City entered into a lease wilth Miami-Dado County for twa parcels of land
owned by the City and reimbursement of desgn. construttion and financing of a courthouse.  The lease
was smended in 2000 and exendad 1o 2030 with annua! paymenis from 1he County of S$600.000

S8 -
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RISK MANAGEMENT

Trg ity 15 exposad 10 vatious risks of lasses related o turts: heft of, demage fo. and destruclion of assels)
errors and omissions: nauries (o employees; and ratural disasters

The Gty ts seit-nsured for general labilizy, automobile, workers' compensatian, and health. The Gity a'so
purchasus siop loss coversge on ifs health msyrance program. For all other coverage the City cares
commercial insuranue.  The City currentiy reports all of 45 nsk management acliviies in its General Fuad,
exuept thase relatd 1o Enveranse Funt's. which are reperied in fhose funds.

Claims expenditures and I'abilines are reported when iL1s probable that 3 Ioss has ocourred and the amaunt of
thal Ioss can be ressonably esimated. These iosses indude @n estmate of cams that have besn incurred
but not reported (IBNR).  Claims labiites are actuarially determined using histoncal and recent claim
selterent rends. Thefe ware no significant reduclions m insurance coverage from coverage i inhe pror
year, end tnere were no selfements ihat exeened insurancs covorage for sach of the past thise years.

The City oniy racords The current portian of claims payable wihin the General Furd if there 18 & seflled elam
which 15 (ug 370 payabia at year eng a1t is eutstanting. The long-lerm perlion s reported in the statement
of net assels. Amourts payable from prodtietary Lands are accounted for wilair thase lunds.

2008 2008 2007
Unpaid tiaims, beginning £46,003 644 $30.047.904 $38.047 804
Incurred claims {including IBNR) 28,262 555 41.832,57% 34621139
Ciaims sayments (29,568 5 (35 508 428!

Urpaid elaims, ending 845 707.017 915265

COMMITMENTS AND CONTINGENCIES

Contingent Liabilities
Amounts recaivad or recevable from grant agencies are sibiect fo augil and adusiment by graniar
agencies, principally me federal govenment Ay tisaliowed claims, including amoun's alreacy soliected,
The amocnt, € any. of sxpentlures which may be

may corslilute @ lapiity of e applicable funas,
disalipwed by the gramar cannot be delermined a1 this lime aliough the City expecls such amounts, f
ary. to a

2lerial,

The City 5 a deferdani in various kawsuiie incicantal o its aperatons. Alheugh the autcame of these
lawsuils 1€ no! presently delerminable 1 is the oimon of 1he City attarney that resolition of (nese maters
will nat kave 3 material adverse effect an tre frandsl conditon of the Ciy.

CITY OF HIALEAH, FLORIDA

NOTES TQ BASIC FINANGIAL STATEMENTS
{Continued)]

EMPLOYEES' AND ELEGTED OFFICIALS' RETIREMENT SYSTEMS
EMPLOYEES' RETIREMENT SYSTEM

Tha following brief cescrglion of the Plan is provided kor general informaficn puiposes Griy
Panigrpants shol'd refer to the Gity of Hialeah Employees’ Retirement System Plan decument for more
comp'ete infarmation

Plar Description

The City is the admimistealor of a singie-employer Pubiic Empioyee Retirement Systam [PERS)
established to provide panston. snnuity. death, and disability bencfits trough a defined benefit and 2
defined contribulion pansion plan that covers substantially aki of fhe employees of the Gity, Cost of
living agjustments of 246 annually {excluding Seneficiaries and those membars who are receiving a
Deferred Retitement Aliowanea). are made W members far Basic and Service Pansions. The City of
‘Hisieah Employsss’ Retiremeni Syswem issues a publicly available finencial report Wal inchides
financial statemenis and tequired supplementary information.  Thal 1eport may be cblained by
wiiling 1o Hialesh Employses’ Retirement System. 501 Palm Avenue. Hialeah, Flonda, 33010,

Kembershits in the Plan as of Octeber 1. 2008 consisled of the following:

IrCLing R ployess:

Relirees and beneficiaries currently recewing benefits 1118
Terminated emplopecs entilled 1o Denefits bul not yét racsiving them _ 88
Subtatal 1,203
Active em ployees:
General employees 690
Palica officars and firelighters 748
Subtotal 438
Tatal members 2641

Loans to Members
The Empluyees’ Retrement System Plan pormits mempers 1o bowow from the Plan assets
[subioct 1o 1he rules of the Internal Revanue Service} at rates delcrmined by the Plan Trustacs.
wiecesl tharged on fnans is 1.5% above the Wall Steeet Journal prime rate (£.75% a5 of
Seplember 30. 2000). Suth lnans ave limited to and fully secured oy the respective member's
annuity savings account. Loan payments ae {deducted dimctly from the members bi-weekly
payroll

Administrative Expanses
Adminisirative expenses incurred by the Plans are absarbed by the Cty.
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NOTES TC BASIC FINANCIAL STATEMENTS
(Continued)

EMPLOYEES' AND ELEGTED OFFICIALYE' RETIREMENT SYSTEMS (Continued)
EMPLOYEES' RETIREMENT SYSTEM (Continued)

Funding Policy

Pign members are requigd 16 contribute 7% of their basic compensation to the Annuty Savings Fund
The City is required to contribute 2l an acarially determined tale. Plan naricipanis are permitied to
aurchase & maximum of four years of memsership credit service time  The comtabuton feguiremans
of the slan members and the Cily are estabished and may be amended by the Employees’ Relirement

Syslem Board of Trustees

On August 25, 2008 the Cily passed Ordinance 03-54, which establisned & Mimurm Cry cartibLrion
{fioar) io the Flan squa: lo 22% of the member payreli.  Once every five years, the City may ncrease
or deerease the flnor up ta 2% of member payroll, H supporlsd by an acluanal sluty. The floor shall
rot be less Lhan 16% or more than 28% of member payroll. The new provisions aiss indicates that the
fiogr 18 subjec! to Secton 70-2688(b) which specfies t1e comlabution shall he computes as a levsl
percant of payroll In accordante wth generally recegnized acluarial principies ané lre provisions of
Chaples 112 of the Florida Statutes. Prov spns unver Chaoler 112 uf the Florida Slawtes will take
arecedence in the event the required Gity coniioution caiculated under Chapter 12 sucesds far 28%
of member payrol.

Annual Pansion Cost and Ne{ Pension Obligation

The City's annual pension cost and net pension Shiganon for e Carren yadr are as foliows:

Aanusl teguired centtibution 817861708
Interesl on nat pension okiigaten 3272685
Adyastment to annual required contributien _ 2321784
Annual pension cost 16,812,640
Conlriutiors made 119,354 072

Decrease in net pension obigation (541,432}
Net pension obligaton, beginming of year 40,908,557
Net pension ohligation. end of year S 40,367 125

The annual recuired coninbuties far the current year was dotermined as part of the Oclobier 1, 2008
scduarial valzation using the eniry age normal mefrod, The actuarial assomptons included (&) B%
investmant rate of retumn and (b} arajecied salary increases rarging from 3.5% 1o 12% pet year. Bath
() and (b] inciLded an inflation campanent of 3.5%. Tne sssumptions de rof include gostratiement
berefit ngreases. The actuarial valeo of assals was delermired usng 5-year smouthed expecied fs.
aciual retuins method.  The unfunced aduaeial acorued Rabilily 5 being amortzed Lsing the levs!
doliar open basis The remaning amenization period was 30 years.
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NOTES TO BASIC FINANCIAL STATEMENTS
(Continued)

EMPLOYEES' AND ELECTED OFF{CIALS' RETIREMENT SYSTEMS (Continuec}

ELECTED OFFICIALS” RETIREMENT SYSTEM (Cortinued)

Membership in the Pian as of Seplember 30, 2008 1he clate of the most recant actuarial valuation,
was as ‘allows

Retirees and beneligiaries cumently recevirty benefins ard terminated employses

anlitled 1o bonefts bul no! yel receiving them 12

Current empioyees:
Wesled 14
Nor-vested

Total

Penslon Benefits

Perlizipents ear- ang vesing credit for aack year af service compleled A partopant is considered
fully vested alter § years of credded service. Aler 8 years of eeadited service, the participant need rot
reice as an empleyee of the Cily. in order fo begin cecenang a persinr bonefil
ty

rence- any furlhar
upon attaining eli

A partimipant is eligisle for normal retirgmert benedits. when the participant has adained age 53 and &
vesting ceedits of has allained 20 vesting credrs regardless of age

Nerra! refirement Genefits aré based Gn 3% af average final comaensaiion muttiplied by the years of
service for eaer year of prior service.

Contributions and Funding Policy

The: Plaws funting pokcy provides for actuarizlly defermined periodic emaloyer contrbutions sutficient
1o pay the benefils gravived by the Flan whan 1hoy pecome tue. The actuatial oost methot used for
determining the contriaution requirements of the Plan is the indiviival snvy age metned. This method
sliocates e achuaral present value of each memocr's projecled benefts on a level bags over “e
members pensionable compensation between the eniry age of the member and the assumed emt
age.

Basis of Accounting

The financial statemants of tha Plan are prepared using the accrual basis of accounting.  Employer
contritutions are recagnized when due and me emalaysr has mads & formal commitingnt 1 provice
the contributions. Benefits and refuncs are recogmeed when Gue and payabie n accorance with the
1erms of the Plans.

Methad Used to Value Investments

Investments zre reporied at Ywr vaiue.  Shon-tarm investments are reporiert & cosi, which
approwmales fair value, Securities traded on a national exchange are walued at the |ast reporied
sales price. Met appreciation :n far valie of inwastments includes reziized end unrealized gamns and
losses. Inlerest anc dividends are regorted as nveslment earnings. Reatized gains and losses are
getermined an the basis al specific cost. Purchases and sales are recorded or the trade-¢ate basis

“EC-
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(Gontinued)

EMPLOYEES' AND ELECTED OFFICIALS' RETIREMENT SYSTEMS (Conlirued!}

EMPLOYEES' RETIREMENT SYSTEM (Cantinued)

Three-Year Trend Infermasion

NOTE 13,

Annual Percentage Net
Pension of APC Penzion
Fisca! Ygar Ending Cost [4PC) [of Crligalion
97302007 $15.501.815 u3% §41.001,160
9072008 £17,835,208 101% S40.908.557
HI/Z003 518.812.640 103% F40,367 125
DROF Plan

Effactive Maren 1, 2007. the City estanlisned a deferred raaremant eption plan {DROP) fer Pelice and
Ficefigaters An aglive partitipant of 1R City's retirement sysiem may enler nta the DROP, on the first
cay of f1e ments fotewing completion of 25 years of memberskiz senica credit, provided that tre sum
of ihe members age and years of service 18 7D Doinls or more  Upan eniry mio the DROP. 3
member's maathly reirement henelns, which would have been payabie had the member elecied to
cease employment and receive o narmal rerament benefit, shall be pad ink the member's DROP
aceount, The Maxmum duralion fer ganicipation 1 fhe DROP shal 4ot excead thirty-six (36) months
A of Setember 30, 2009, thare were thirty-one (31) DROP participants.

ELECTED OFFICIALS" RETIREMENT SYSTEM

Plan Description

The City of Hialeah Elected Officials’ Retirement System (EQRS) s & sngle employer cofined denefit
pensior plan adminssiered by the Cry of Rialeah. The EORS was ostasished by Ciy Orcinance
effective June 1998, The Pian is considerec pert of the Cy's financial reptring entity and s sncluced
in ™e City's finanoal slsements as a sensien frusl fund. Al gualfied eecied oficiels and aty
attorneys are elgible 1o paricpate n the plan. The Plan does nof issus a stand alena financisl -eport
The Iplest availsble actuanal valuation is as of September 30, 2008, however, employer cantribution
saguremesnts for the year endec September 30, 2009 were hased on the Septembar 30, 2008
weluation. Bersft and conirbulion provisicns are estzblished by Cily ordinarce and may be amended
oy by the City Coungil
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NOTES TQ BASIC FINANCIAL STATEMENTS
(Continued)

EMPLOYEES' AND ELECTED OFFICIALS' RETIREMENT SYSTEMS {Contirusd)

ELECTED OFFICIALS' RETIREMENT SYSTEM {Continuad)

Annual Pension Cost and Nat Penslon Obligation {Asset)

The City's annual pension cest ant nel aensior, assct for the current year are as folows:

Az raquited conttibution ¥ 288,008
Interest on net persien obligation 1105.097)
Adjustment to annual required conirkrzbon 167,128
Annual pension cost 350,049
Contributions made i
Decresse in net pension obhgaton (148,952)
Net pension aoligaion {as$e1), beginning of year (1,751 613)
MNel pepsign pbkgation [agset), end of yoar 52,9201 569)
Three-Year Trend Infermation
Net
Anauat Perzenlage Pension
Parsion of ARG Oblgation
Figeal Year Encing Cost tAPC) Comobu iAssety
$30:2007 276,320 181% {1,565 7
W302006 385 159% {1.751813)
NAL2069 350,048 143% {1.901 .565)

The snaual raquired conteibutior for ihe current yaar was determined as sart of the September 30,
2008 actuarial wewalion, using the ndividual entry age method. The actuanal assumlions inciuded
(a} a rate of retum on invesiment of present and fuluse assats of 6% per year compounded annualy.
{b) projested saiary increases of 8% por year compounded annually, and (g} the assureption that
benefds wii not wcrease atier retirement. Tne acieanal value of assels was delermingd ying
fechinigues, whith exprass f ds & 30¢centage of the actuaral accrued habiity. The unfunded actuasial
acerued banility is being expressed ps 3 percemtage of covarad payrolt which approximately adjusts for
the efteets of inflalion and aids analysis of the orogress being made in avcumulating subicient assefs
to pay bonefts when dus. Tre unfunded actuanal socrued liadility is being amortizet using e lovel
pargenl of payrall clases basis. The remaining amodization perdad al Scptember 30, 2008 was 26
years, closed.

SE-
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CITY OF HIALEAH, FLORIDA

NOTES TQ BASIC FINANCIAL STATEMENTS
iContinued)

EMPLOYEES' ANO ELECTED OFFICIALS' RETIREMENT SYSTEMS (Continued)

ELECTED OFFICIALS' RETIREMENT SYSTEM {Contnued)

The salerent of nel assels an siatement of changes m st assels of the Elecled Offcias’ Refirement
Systen are presented beiow:

STATEMENT OF NET ASSETS
SEFTEMBER 30, 2009

ASSETS
Cash ant cash ecuvalents 5726024
Irwestmants. at fair valus:
Cerfificalas of Deposit 750.000
Mutug! Furds - Bonds 2.527.121

5437

Mutuzl Furds — Equity
Tolal Inveslments, a1 far value

Tolal essels

LIAB ES AND NET ASSETS

AGCounlS payabia and accrusd liabilties

Nel assets held in trust for persion beackits

STATEMENT OF CHANGES [N NET ASSETS
FISCAL YEAR ENDED SEPTEMEER 30, 2003

ADDITIONS
Contributions
Employer

Insestment income:

Met appreciztion in fair value of irvesiment

595.585
Lass 1nvasiniont axpensss 8625
Mel investrant income: 587260
Tola addrons 1.087.260

DEDUCTIONS
Peason benafits

0 368
Mot ifGiease 926 872

Net assels hel 0 1fust for pansion bendfits:

Begimning 4,830,784
Ending &5.766.656
-62
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NOTES TQ BASIC FINANCIAL STATEMENTS
(Continued)

DEFINED CCNTRIBUTION PLANS

The City of Hiaieah ras twe delinet. contnbution plans: the City of Hiaieah Police Pension Fund and the Cily
of Hralgah Fremer's Reliaf and Persion Furd, The Plans were creaed on March 27, 1984 by Orginance
1781 as enended by D:dinance 5443 and on May 26, 188" by Ordinance 631 as amended by Qrifinance 81-
2. respectivaly. The purpose of these Flans s i provige @ means whereby police officers and frefighters of
e City may receive benshils fiom funds provided for 118t eLrpose by caniribulions of tne City through stals
Gontributions provided by Chapier 175!165 of the Flonda Stalutes. The participanis o not contnbule 10 te
Plans. These funds zre a suppemant 1o ard in no way affest police officer and fizefghtar benefits under the
Ciy of *alesh Emgloyees’ Refirement System  The City o lanpe: receives passedneough Stale
contribwtions for the police officers or firchghters. The Gty under Gnapter 185 of the Flonda Statutes has
provided authorizatiar. 1o the State for the direct conlriaution of benefits ta the Police Fenson Furd. The
City's Employment Relizemont Systsm rooaived passsd-through conlrinulians from the two defined
contribuion plans totalirg $461.B77 for the fiscel year anned September 30, 2008,

Both funcs issuoc publcly avalabls faancial reperis tat incude fnanciel statemers ond renuired
suspiementary mformation. Those reports may be abtaned by wahag to Hialeah Employces’ Relirement
Depariment, 50% Patim Avenue. Haleeh, Fiorica, 33010

OTHER POST EMPLOYMENT BENEFITS

Pian Descrintion

The Gity of Hialeah sponsuss 3 defined benefit OPEB plan. Retiress who meel terlan age ang service
requiraments may eleet coverage for themsehves ang nependonts. Sailfundes and fully insured aptions are
avalabls. The empluyer currently charges no contribution for retrees with single coverage, and the single
funding sate for doubis femplayee pius spouse) covarage  Seif funded management relrees gy less for
double coverage  Disabed cantribLtions vary between pians.

Funding Paiicy
The OPEB obligation s funded on a pay-as-sou-gu basis.

Anncal OPEB Cost and Net OPES Qblgatiun — ¢ 2009

G4
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{Continued)

Funded Status and Funding Progress

NOTES T BASIC FINANCIAL STATEMENTS

EMPLOYEES' AND ELECTED OFFICIALS® RETIREMENT SYSTEMS [Continued)

The funged status of the Plans as of Qciober 1, 2008, the mast recent actvarial valuztion date, 15 a5 follows:

Actuaral
Valug
Acluanal of
Valuatan Azsels
Drstes 1}

10012008 $526,067,435

TOMIZO08 $4 838 TR

EMPLOYEES' RETIREMENT SYSTEM

Actuanal
Accrued
Liability Urfundet
tAAL] AAL
Entry Age {UAAL)
JG3) b
$627.530.393 §101,632,068

FLECTED CFFICIALS' RETIREMENT SYSTEM

$5.588 4688 5749.704

UAAL
a5a
Percentage
of
Funded Covered Caveret
Ratin Payroll Payroll
aib] (cy b-alie
a3f%  §77.006.760 134.7%
86.6% §1.200 461 G2.5%

The screduie al funding progress, presented as requred suppremuntary information (R3] following the

noles 16 the

tatements, present mulliyear trenc information aboLt whatner fhe actuarial values

of nlan assels are Increesing or dacreasing ove: lime refalive Lo ihe AALs for benefis.

Aganoral iniormation 28 of Ihe istest actugrsl valuation follows:

“aluation dale

Actuarial vost methot
Amoization methat
Remaning amorization penod
Agset valuaton method

Actuarial assumptions

Ewplovens’ Retrement System

Quinber 1, 2008
Entry age namal
Lovel dollar open
30 years

S-year smoothed market
vs actual retams

Elecled Dfficrals’ Retirement Sysiem
Septembsr 30. 2008

Individual sl age
Lescerl percent of payroll, closed

5-26 years closed

Markel vakie

‘nucstTent rate ot return’ 8% 5%
Prypcied salary increeses” 35% 10 172 0% a%
* Incluoes milatian af: 35% 4%
Gos: of fiving acjusiment 2.0% NiA

CITY OF HIALEAH, FLORIDA

NOTES TO BASIC FINANGIAL STATEMENTS
{Conlinued)

OTHER POST EMPLOYMENT BENEFITS {Coninued)

Water &
Funcs Sower Sohd Waste Total
Anava’ Reguired Santributan

315666812 $1.088 776 98,411 517 834,000

Interest on tha Net OFEB
Onlgaton - - - -

Adjusimen lo the ARG - - - R

Annual OPEB cost 15666813 51088778 £1,088.411 § 17.654.000

Less estimaiod empioyer

contributions 4,903,977 3d1,222 344,243) 5,595,436

Ingrease in Net OPEB

Obigaton 10,756.40 147554 754170 12.256,564

Net OPEB obligation—

beginning of pear 8,653.332 832,283 760,087 11,245,702

MNes DPEB oblgatior—end of

year 520,410,172 $1,579.537 g1514257 £23.504.266
Funded Staius and Funging Progress

The fundet status of the plan {most rccent aciuerial valustion date Ocleber 1. 20067 ) was as falowe:

General
Ernpe Foice Officers fightars Tutal

Actuarial  acorued  liability
(AAL) $7140.501.000 $76,766.000 $84.631.000 $257.918.000
Acwarial value of plan
355615 - - - -
Unfunded actuarial acciued

i $140,501,000 $76.766,000 $64,631,000 $28%.918.000
Acluanal Value of Agsefs as
2% of AAL ot 0% 0% 0%
Cavered Payralf 28647000 24,976,880 20,664,000 74,287,000
UAML & 8 % of covered
Payroll 4% w7 313% 380%

*Now Acluarial Valuation wil' be perormed ag of 10106 for the September 30, 2010 fiscal year,

Actuariat valuations ivelve esimates of te valua of reported amounts ané assumptions about the: probauity
of events far info the luture. and actuaraly derermined emounts ere suaect o cunlinual revision as actual
results are compared to past axpectatiuns And new eslimates are made about the fuzure

Actuangl Methods and Assumptions

Caleulatons ae based on the lyoes of bencits provided under the terms of the subsladtive plan, inciuding
Ihe method of shering of cosls between he empleyer and plan memoers

S5 -



NOTE 14,

NOTE 16.

NOTE 18,

CITY OF HIALEAH, FLORIDA

NOTES TO BASIC FINANCIAL STATEMENTS
(Continued)

OTHER POST EMPLOYMENT BENEFITS {Continuad)

As of the most recent actuarial valuation performed as of Getober 1, 2006, the Entry age nermal [percant of
pay) actuarial cost mathod vas used. The actuaial assumptions included a 4.0% nvestment rale of reum
{nel of administeative oxpenses) and an annual heahhcare cost trend rate of 11% initially, reduced by 1%
per yoar to an ultimate rale of 5% after six yeare Tha unfundce actusrial accrsed liability is being amortizod
as 3 level percentage of payroll aver a 30 year period beginning in fiscal 2008,

JOINT PARTICIPATION AGREEMENT

Cn Docember 27, 2007, (a5 amended on August 2008) the City entered intu 2 Jonl Paricipation agredment
with Miami-Dade County {lhe "County’] for the design. cansiructian and eperation of @ 17 5 MGD reverse
osmosis water treaiment plant (ihe "Plant™)

The City and the County shall have equal 50% ownership of the Plant, extlusive of land but inclusive of
structures. facilites and appurienantes 10 be shuated in tha Annexation Aica of the Cily, having a tapaciy
of 175 MGD (WTP". Tne: construction of the WTP bulting structures shail be in ane phase, while the
water production and related appurtenances shall bo in three phases, with the final phase at full production
0 capacity. The WTP shall operale 1o supply potabie water 10 the Annexation Ares of the City and upon
agresment of the City and the County, te supaly potable water 1o adjacent areas of unincarporated Miami-
Dade County

At all limes dueng the cperation of the WTP, the Gounty and City shall 8ach racoive 50% of the water
praduction produced by the WTP. However. of either party desirgs 1o purchase a portion of the other party's
50% share, the price of such water sold from Gre pany 10 the other party shall be egual o the production
costs,

The tarm of the Agreement shall congide with the tater of n dates: [1) The expiraton date of the ariginal
issuance of any bond ralated to the WTF fssued by the County: and {2} The axpiration cate of the original
issuance of any bond related to the WTP issued on tonalf of the Cily. In o event shall the agreement
expue befora February 4, 2022, Upon termination, each party shall maintain a fify percent nterest m the
WP

The County shall contribute and pay for 50% of the planning, design and construction and construction
management {the "Uesign and GorsLAten”) costs for the WTP. in an amount not less than $80 millien, and
the City shail eonteibute and pay for 50% of the design and construction costs of the WTP, in an amount act
less lhan 80 miliion based an an eslimate. If the design and construction is accomplished for loss than
§16D miliion, tho County and the City shall bear half of such aclual costs, and shall not be reuired to
CoNtribulé AMounis in excess of its share of the actual costs,
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NOTES TO BASIC FINANCIAL STATEMENTS
(Continued)

JOINT PARTICIPATION AGREEMENT (ConlinJed)

&5 of Septemher 30, 2609, the City has reccived $3.500,000 from the County and $668,900 from the Sauth
Florida Water Marsgemen: [:st sowart’s the construction of the Plant.  The Gity f2s deferred 37,068,441
of 1he $9 500000 receved from the County as of September 30, 2004, Dunng 2006, the Ciiy alse resinctes
£7.088., of its share of Ihe costs of the Plant and reported 514,138,881 as resirictec cash and ash
eguvalents for the consiroction of the Pland which includes the Counly's and City's share of the costs

In 2009, the Ciy was awarded a grant from the South Flondz Waler Sanagement Distric of $6,000,000
towards ihe constructior. of the Plart  The eonwibution from the District wil! reduce the Ciy's and County's
Lantiibunpen 1o the Plant equally

_eB-
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MNOTES TO BASIC FINANCIAL STATEMENTS
{Continued)

JOINT PARTICIPATION AGREEMENT {Conlinued)

The Courmy shall recaive a credit for (he fair markel value of the Jand being conveyed by the County ko the
City that will be proviger fo the Iecation of tha WTP and its related or connected uses, minus 10 feat for
right-ai-way for the construction of NIt 97 Aveaue, minus 55 feat for fight-cfway for the constuction of Mt
07 Awenue and minus B foat for right-of-way for the construction of MW 102 Avenue, as part of the
County's contnbution te the design and construction costs. To the exterr that the City. upon the transfer of
the land to the Gity, is iiable for a wetlants miligation pagment, each party snail pay 50% af the amount of
such paymest. The Cily shall alse receive a credit lowards its contribulion for adminjstrativa costs and
Enancing tosts as part of the Cily's contvibution 1o the pi@nning. desion anc construction costs. The County
shall also regaiva a Gredit owards ils contribution far its financing costs as part of the County's contribution
lo the plarming, design and constrection costs. Additional funds that exceed the tolal design and
construction estimale of $160 million and cost Gverrens shall Be sharod equally by the City and the County.
i the City determines thal design and censiruction of the WTP wil or wil likgly fecure a County
contribulion in excess of $80 million. the Cily shall advise the County of same in writing, within 30 calendar
days of such determination. The City and the Counly acknowtedge thal the 5160 milhon estimate for the
design and consiruclion of the WTP toes hot include additional capilal costs for the procurement of land for
and the consiruction of additional wellfields for Phase L and W, if necessary. The City and the County shall
share egually in these additional expenses, if necessary. In ihe event, that either the City ar the County
secure grants 10 design of construct ihe WP, said grants shall be agplied to the overall carstruction of the
WTP, and tha contribulion roquited from esch party shall he accontingly equally adjusted.

The County shall provided $9.5 milion at the time he Agreement was execuierd, The County shall provide
incremental payments as set forth i ihe Operating Agreement with the Contractor, and shall provide the
balance of the 380 millisn contribution, if any, at the time of the commencement of operalions of the WTR
al Phase | All monsy contbuled by the City and the Counly shall be maintained by separate wlerest
beating accounts, and shall be wsed anly for the pusposes contemplated by the agreement. All interest ihat
aceries w the accourt in whicn the County funds are deposited shall be credited towards he County s
required contribution. All inlerest that acerues in the acEnunt in which tho City funts are depasited shall be
credited tawards tha City's reguirad contribution. The City shall $ecure boag finaacing during 2010 for its
contsibulion Lo the design and consleuction costs.

A volusteer Qversght Boasd shall be established consisting of five members who wit serve without
compensation for slaggered two-year 12rms. The Quersight Board shall manage opecations of the WTP
alter completion of Phase |, subject to the Opcrating Agreement with the Contractar. The Ovessight Beard
shall review and approve \ie annual operating budgel of the WTF. and shatl prowide overall financial
oversight and financial managemaent of the activilies of Ihe WTP wilhin the physical perimater of the WP
antd wedl-ligkds, The Qversight Brard shall not have any manegement or uversight of the waler distribution
system of the Hialeah Ublily System, The Ouersight Board shall not establish water rates and connecton
fees and other charges. The City shall appoint twe members o the Cuarsight Beard and fill vacancies ot its
appointed members dus to resignation. cxpiratien of terms of service, il health or death and olher reasnns
The County shall appoinl twe members to the Oversight Enard and fil vacancies of ils agpointed members
due 1o resignation, expiration of torms of service, il heath o death or other reasens. The four appainted
membess. by a majority vote. shak appuint the fifth member of the Oversight Board. The Chair of the Board
shall b selecied by majarity vole of the entre membership. The City and tha County will joinlly prepare
documents eflecting the dotios and rasponsibilities of the Oversight Board
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CITY OF HIALEAH, FLORIDA

REQUIRED SUPPLEMENTARY INFORMATON

BUOGETARY COMPARISON SCHFDULE
GENERAL FUND
FISCAL YEAR ENDED SEPTEMBER 30, 2009

Variance
with
Findl Buekiet
Boggen). Ao Posivve
Onginal riegsive
Ag ualorem ianes 5 CEADRTE 5 GEMUDTAE 5 GOEBEUSE §  (TM3EOR)
Uity laves 21.457 123 21457.723 22,580 857 123584
Franchise feet 1.455.000 17,455,003 14 ECZ. B8 147.838
Licznges and permits. B.205.500 8,359.021 £.767.212 ELERET
State ang ksl shared reverues 21,864,540 .B5L.04B 0242.733 11522115
Fines ard forfeilures 1.437.000 1,137,000 1305696 188806
nlerast 500,070 500.000 112 508 {385,494
{aemomment granis and other revanues — 203590 £ 687515 8218651 [EEL:EAN]
Tolal Zevenyes. 149 222,818 135856250 _ LGdPARN2 130 Ghd)
Othar firanemy sources
Procesds from issuance o* duat - ¥52.768 362,768
Appropriaizn of pricr year hen balance 8,549,440 11235505 - 111.243.428)
Total finansing sourtes £.559.440 1242425 2.598 19.380.837)
Tetal revenues and cther finanzing sources 127,872,7 147 134261450 12232 200
Espenditures:
Cunen
Price § 255§ S 4LiDLENS 5 1BOLEEd
Fire 30.410,754 3041754 30.519.478 1108,724)
91 Gommunicaligns dnison 2412049 2412048 234,640 77408
Fleet mainenance: 2573724 2580124 2355518 25805
Construction and manteriice 4450261 240255 4,484,278 29662
Recreslon and communny serices 10,776,793 085587 10,108,274 245,503
Plamning and develoament 2806 562 2,902 803 2.506.832 268037
Educalon and sommnity services 2 200527 222255 2.056.599 165,362
Lo 1015168 1032573 909,559
Risk managosnat 43178 §31,716 732,001
Huran fesources 51638 24875 521708
Sty Cianks office LG 1Lsa17 H5,065
Office of Management ana Budgal 598,062 612,503 £24.505
Dffice ot Ine Mayar ET7 845 677845 SE2.2an0
Cammunicaons ard spool o 1184115 1.308.7% 52,126
Epluyee refirement 579.326 576,526 40,709
Liprory 180 942 1926278 3
Coemplance division 70867 00,867
Finance 51,857 B3
Division & hoaises 467,074 538580
Gl govmment 1288221 5,534,574 32,201,274
Lfoemnaton Systems 545714 2.705,799 - 475,996
Tatal exgendilures 143.672.258 _ 1TAYIEA0 _ 139.043 R8O
et change in ‘und balarcu - AR 14522 230
Furd balances - baginning - -
Fund haances - eading 3 -5 - 5 24083293

Sew nolus 10 DudREAry CORAANSEN schedule
o

CITY OF HIALEAH, FLORIDA

NOTES TO BUDGETARY COMPARISON SCHEDULE

FISCAL YEAR ENMFD SEPTEMBER 30, 2008

{CONTINUED}

NGTE 2.

For Escal year ended Sepy
departments for the Gererai Fund.

Final
Budge
Fire $30.410,759
Office of Managemant and Budget 812,503
Giviston of Licenses 536.680

Tnese excess of axpenditures in those deparments wars fundad with s

bes 30, 2008, 08 excesdet appropriations in lhe foliowing

Amaunt in Excess

Actual of Fina: Bucpat
530,519,478 $108.724
£21.505 o002
553.528 16 648

urpluses in otfier despriments,

Fo: fiscal year ended September 30, 2008, expertilures excaeded appropriations in the following non-mas:or

gowsrnmental funds.

Firal
Buige!
Fire Prevention Eung $1.239.485
E-911 Fund 436,968
Affordabla Housing 1497 239
City of Higlesh Education Academy 46,000
400 Units Developmant 100,721

Amountin Excess

Aglual o° Fina! Bucpet
$1,470.608 511,121
480.425 43,461
1506347 9.102
744,207 148 207
166,966 66,489

Those oxcess were funued wih excess revenucs rocoved in fhe current fiscal year or available fund

halunce.

ST
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NOTE 1.

CITY OF HIALEAH, FLORIDA
NOTES TO BUDGETARY GOMPARISON SCHEDULE

FISCAL YEAR ENDFD SFPTEMBER 3. 2009

BUDGETS AND BUDGETARY ACCOUNTING

Annual budgots are adepled on a basis cansistent with accaunting arinciples generally accepied in tha
Unite States. The City follows the procedures befuw in eslablishing the budgetary dala reflected in e
accompanying financiar statements

o

Frior o Seplember 1, the Mayor submits ta the City Council & propused operating buget for the
General Fund for the ensuing fiscal year, commencing Ddtober 1. The nperating budget includes
propused expenditures and the means of funding them.

Public heanings ars condyueled 1o obiain taxpayer comments.

Frior b Geeber 1. 1he budget 1s tegally €nacted through passags of an erdinance.

At any time the Mayor may transfer any unensumbered appropriation balance or partion thereol
between classificabons of expenditures within an office or dopartment. At the request of the Mayor and
witiins the |ast 6 menths of ihe fiscal year, the City Council may transfor. by resalution, any
uncncumbered approgriation halance or portion thereof from one office or depariment to anather. At
the cuse of each Fscal yesr, 1he unencumberes balence of each appropriation reverls to the fund from
which il was appropriated anc shall be subject to future appropriations, The tegal favel of control is &t
tha department level for the general fund and a1 the fund level for all other funds.

The reported budgetary data represents the finad approved budget after amendmoents adepled by the
City Council. Unoncumbered appropriations lapse al fiscal year ond.

The City Council may make supplememal appropdations during the fiscal year.  Supplerental
appropiiations were §3.421,422 for the ganecal fund, $263,405 for the Streats Fund. (5217.198) for the
Stormwaler Uliities Fund, $26.609 for the Rescue Transporiation Fund, $184.424 for the Fire Resoue
Fund, $55.078 for the E-911 Wircless Communication Fund. $358 684 for the Law Enforcement Trust-
Federat Fund, $64.862 for the Law Enforcement Trust-State Fund, (5221.249) for the Affordatiz
Housing Fund, $122,302 for the Childrens Trust Fund, §362 for the Urban Areas Secunity Initative:
Grant, $1356.296 for the Builting Beller Communitics Fund, $425.365 for the Metro Medical
Respnnse Syster Fund, 52,486,585 for the Hisleah Circulatar Sund, ($12,0007 for the Gity of Hialean
Education Academy Fund, §2,760 for the EMS County Grant Fund. $270.016 fur the Parking Gerage
Construction Fund, [$13,000.000} for the Palm Center Capital Projects Fund, §100.721 for the 300
Units Development Fund and $434,81B for the Fre Stalion 46 Fund. dwing fiscal year ended
September 30, 2008

Al funds with legelly adopted budgers have bean included 35 sither 5 budgetary comparison schdele i
1he required supplemeniary mformation Secton o1 a5 3 schedule of revenLos and mpenditures- budget vs
actual n the combining fund Ratements section,

Fiscal
Yeor
Erted

Seoember 30,

2004
2005
2008
2enT
2008
2059
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CITY OF HIALEAH, FLORIDA
REQUIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF EMPLOYER CONTRIBUTIONS

SEFTEMBER 30, 2008

EMPLOYEES' RETIREMENT ELECTED OFFICIALS"
SYSTEM BETIREMENT
EUENCH Annual
Roguired Persemage Requintt Perzentage
Gortchuton onttibulen Contriutian Conuibutes
§ 1525799 59% s 13005 2%
15,577 257 ae% 250,415 180%
15,084,481 152% 240,475 ey
15.855,683 88% 63,360 T86%
18,298,037 9%, 288,006 174%
17.861,788 1083 252805 142%

Tha infarriatien presented in Ihe required supplemertal schedules was determined 2s part of the astuaral
vaigations al the dates ind.cated. Additieral informaton as cf the latest aciuarial vaiualen lolows

Waluator date

Attuaria, cost methad

Amcrizalion methed

Ociober 1, 2008 September 30, 2008

Entv age ramal Ingiviewal entry age

Level do! ar open Lewel persent of payfol, clesed

Remaining amarization pgnad 30 years 425 years chosed
Asses valuahan mehod S-year smoothed market arke! value
vE achual retgme

Acluatia- assumotions;

Ivesiment rata of ‘eturm B% Ll

Projected salary increases” 3.5% 10 12.0% 8%

* rgludes nilation at. 35% 4%
Goslof Iving atjustment 20% 1ita



CITY OF HIALEAH, FLORIDA

REQWIRED SUPPLEMENTARY INFORMATION
SCHEDULE OF FUNDING PROGRESS

SEPTEMBER 30, 2009

EMPLOYEES RETIREMENT SYSTEM

Actaariat
Actuarial Antrued
Value Liabufity Unfunded
Actuzdial of (RALY AAL Fundeg Covered
Valuation Assels Emiry Age (UsaL) Rato Payrall
Date iah (o} {beal [aib) Jd]
107172003 § 4397935568 $ 501.224.408 §  6i.430.8a3 47 7%  § 58128374
10112004 447 293,992 416,284,445 73990457 an.T% o7 .650.037
10:1/2005 452,086,761 S07.134,72% 45,037 060 a1.1% 60.364.488
10712006 500,507 442 556 466 663 56,965,221 89.9% 66,535,565
522,706,029 585,379 468 72,583,439 87 8% 75,461,003
626.001,435 627,530,393 101,438,858 H#3.8% 77.006,780
ELECTED GFFICIALS' RETIREMENT SYSTEM
101172003 5 2,564 Bag H 5154528 3 489677 84.5% % 988,293
10:1/2004 3,044,827 3266592 346, 7RG 8%.8% 965 483
3,455,044 3810238 55224 a0, 7% 1.043.850
3.820.086 4.566,218 BAT 233 85 8% 986.281
4.507 879 6.044.766 536,886 A5.4% 1,116.589
101172608 4.839,784 5.580 488 74704 866% 1.200,481
75

CITY OF HIALEAH, FLORIDA

STATEMENT OF NET ASSETS
PROFRIEIARY FLNDS
[Continurd)

SEPTEMEBER 30, 2010

UNAUDITED FINANCIAL STATEMENTS FOR INTERNAL USE ONLY

LIABILITIES AND MET ASSETS
Current Liallities
Avgoumts payatle and accrued liabikties
Current portion of seiiesurance claims payabie
Gurrent porion of revolving Den
Due 1o viher lunds

Curreat liabililies payable frone
restricted assets:
DERW pavatle
Due tw olher funds
Dederred ravenuacs:
Customer doposits
Totat current liabilites payahle
fram restricierd assets

A0 Plam

Tolal current liahilties

Nesn-current Iz tildues
Renetriviar,

Deftred nterr: g
Sel-insurance claims payabie
OPEB v

Tatal mor-curicnt
Total liabiftios

Nat assnts:
nvested in capital assets, net uf relaled debt
Unrestricted
Total net assets

See notes o basic inance! statemenls.

e

Veater and
Sewsrs
Utitty
Suslnm

S TLT1410
138074
110,845

oL 303752

_ 10350057

AR0Z 220

1578
AB4.330
2.308 468
1.1#1.650

120,308 448
34,261,005
3 154 578

UAAL

asa
Percentage
uf
Covered
Payroll
[B-alc

106 7%
128.3%
74 6%

4B.1%
62.5%
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CiTY OF HIALEAH, FLORIDA
STATEMENT OF NET ASSETS

PROPRIETARY FUNDS
SEPTEMBER 30, 2019

UNAUDITED FINANCIAL STATEMENTS FOR INTERNAL USE ONLY

ASSETS

Current assets

Cash and cash equivalents

Investmants

Customers accounts receivable

Other recevablas

Due from other funds

Inventanies
Restrivled assets:

Cash

Orther assels

Total curent essets

Mun-current assets:
Nota raceivables
Capital assets. net
Total non-current assais
Total gssels

CITY OF HIALEAH, FLORIDA

Water and
Sewers
Utility
Systam

§ 14544492
12.121.530
10,771,180

174,705
341898
§91.680

15618280
3.602.37
65.066.023

4.800.00¢
122.014.075
126.814.075
S 191,860.088

et noles 10 basic financial statements.

STATCMENT CF REVENUCS. EXPCNSES AND CHANGES IN MTT ASSETS

FROFRIETARY FUNDS

FISCAL YEAR ENDED SEFTEMBER 34 20114

UNAUCITED FINANCIAL STATEMENTS FOR INTERNAL USE ONLY

Oporating revenues:
Haternd water sales
Saniiary sewer sorvice
Othser

Tote oprrating ravenues
Opuratny expeasss:
Cporating. administrative and maintenance
Depreciation
Total operatng expenses
Opcealing tless)
Nar-operaling revenues (expensesk
fterest incame

Inierest wrpense
het nnn-operating revenues

o befone conlnbubons
Capital contributons
Chiarge m net asseis

Mai

5218 - Degining

Net sssels, oning

Sew naies 16 b

Litifiey

El

_ saissm

42 180,832
1653177
44,834,008

797 .A65)

1419830
51

570456

130445

B.500.802
__145.680.139

§ 14

570047

| it mants
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SPECIMEN BOND INSURANCE POLICY
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ASSURED
A RANTY" MUNICIPAL BOND
GUWN.C.PMTY INSURANCE POLICY

ISSUER: +#Ralicy No:  -N

Effe%ﬁ%e Date:
A %@%@%@g@g{ﬁw X
gﬁ%% %% §§§§§§§§§

y
r consideration %@gelved, hereby
agent (the

BONDS: $ in aggregate principal amount of

ASSURED GUARANTY MUNICIPAL CORP. ("AGM"),
UNCONDITIONALLY AND IRREVOCABLY agrees to pay to the tr
"Paying Agent") (as set forth in the documentation providing for the iss ée of a curing {
the Bonds, for the benefit of the Owners or, at the election of /ﬁy dlrecﬁ§§ Eeach Own%gz sudbject only to
the terms of this Policy (which includes each endorsement here to), that n of the%%rlnmpal of and
interest on the Bonds that shall become Due for Payment but sh%ﬁ*%%ggﬁnpald %?E Qgﬁ Nonpayment by
the Issuer.

CHEBERER,

e
mﬁ%%

:EEEEEEEEEEEE&E EEEEEE

On the later of the day on which suc h Ti‘mgggpggég and mterﬁst be@gg;meﬁg"bue for Payment or the
Business Day next following the Business Day.6n which.. . AGM shall have received Notice of Nonpayment,
AGM will disburse to or for the benefit of each er of a@%gnég ﬁﬁﬁég*fﬁggg amount of principal of and interest
on the Bond that is then Due for Payment but n unpai:| by reason:of Nonpayment by the Issuer, but
only upon receipt by AGM, in a form g&ﬁg@ably factory %g |t of (a) evidence of the Owner's right to
receive payment of the principal @E‘g“lntere% then for P%e‘nt and (b) evidence, including any
appropriate instruments of as&gn@&nt that all of th ner's .rights with respect to payment of such
principal or interest that is Due for g%yment shall thereup in AGM. A Notice of Nonpayment will be
deemed received on a given Busingss Day if it is receiv rior to 1:00 p.m. (New York time) on such
Business Day; otherwise, gﬁ awill be deemed received oh the next Business Day. If any Notice of
Nonpayment received ﬁGM is lnéﬁiﬁgete it shall be deemed not to have been received by AGM for
purposes of the prec g sentence aﬁﬁ%ﬁ@M shgﬁ promptly so advise the Trustee, Paying Agent or
Owner, as appropria ubmit“an @mended Notice of Nonpayment. Upon disbursement in
respect of a Bond, AG & the, i
to receipt of payrme
Owner, mclﬁmg ﬁT

sive payments under the Bond, to the extent of any payment by
" Trustee or Paying Agent for the benefit of the Owners shall, to

ie. extent expressly modified by an endorsement hereto, the following terms shall have
:for all purposes of this Policy. "Business Day" means any day other than (a) a

-a“day on which banking institutions in the State of New York or the Insurer's
or required by law or executive order to remain closed. "Due for Payment"

ggg %%@cept to

meanlngs specf?r@é
d 1

late o ich payment is due by reason of call for redemption (other than by mandatory sinking
fund redempti @ﬁ acceleration or other advancement of maturity unless AGM shall elect, in its sole
discretion, to pay such principal due upon such acceleration together with any accrued interest to the date
of acceleration and (b) when referring to interest on a Bond, payable on the stated date for payment of
interest. "Nonpayment" means, in respect of a Bond, the failure of the Issuer to have provided sufficient
funds to the Trustee or, if there is no Trustee, to the Paying Agent for payment in full of all principal and
interest that is Due for Payment on such Bond. "Nonpayment" shall also include, in respect of a Bond, any
payment of principal or interest that is Due for Payment made to an Owner by or on behalf of the Issuer
which has been recovered from such Owner pursuant to the

J-1



Page 2 of 2
Policy No. -N

United States Bankruptcy Code by a trustee in bankruptcy in accordance with a final, nonappealable order
of a court having competent jurisdiction. "Notice" means telephonic or telecopied notice, subsequently
confirmed in a signed writing, or written notice by registered or certified mail, from an Owner, the Trustee or
the Paying Agent to AGM which notice shall specify (a) the person or entity making the claim, (b) the Policy
Number, (c) the claimed amount and (d) the date such claimed amount became Due for Payment. "Owner"
means, in respect of a Bond, the person or entity who, at the time of Nonpayment, is entitled under the
terms of such Bond to payment thereof, except that "Owner" shall not include the Issuer gr any person or
entity whose direct or indirect obligation constitutes the underlying security for the Bondsgggé
4

AGM may appoint a fiscal agent (the "Insurer's Fiscal Agent") for purposes o ?is Policy by
giving written notice to the Trustee and the Paying Agent specifying the name and notice a %@ ss of the
Insurer's Fiscal Agent. From and after the date of receipt of such notice by { e.and the,Paying
Agent, (a) copies of all notices required to be delivered to AGM pursuant 3l

simultaneously delivered to the Insurer's Fiscal Agent and to AGM and ﬁﬁaggt be

received by both and (b) all payments required to be made by AGM ung his Policy m e made directly
by AGM or by the Insurer's Fiscal Agent on behalf of AGM. The Ins Fiscal‘Agent is %ggent of AGM
only and the Insurer's Fiscal Agent shall in no event be liable to any’ r for aﬁ% of the rgr's Fiscal
Agent or any failure of AGM to deposit or cause to be deposited sufficient, funds to make p ents due
under this Policy. L N 1 |
s St F
b Egg%gﬁs ‘@%Ea& § i

To the fullest extent permitted by applicable law, AGI\%E@@%‘&@Q not to 1
only for the benefit of each Owner, all rights (whether by counterglaim, setoff or ctherwise) and defenses
(including, without limitation, the defense of fragggéggmmther acq ire’é%%%i&%( sub;ﬁ%ation, assignment or
otherwise, to the extent that such rights and defénses may:be available to ;

1 ) AGM to avoid payment of its
obligations under this Policy in accordance with:the expr‘&g&sE provisiens of this Policy.
i

ert,.and hereby waives,

CRERERESERERRLERE 4F
TR, "

e, SRR
ing of 'AGM, and“shall not be modified, altered or
any modification or amendment thereto. Except to
a) any‘prémium paid in respect of this Policy is
t, or provision being made for payment, of the
seled or revoked. THIS POLICY IS NOT
CURITY FUND SPECIFIED IN ARTICLE 76

affected by any other agreement or iq&@ai‘éﬁ&% incl
the extent expressly modified by anindorsement he
nonrefundable for any reason wha@é’pever, including pa
Bonds prior to maturity and (b) this Policy may not be

OF THE NEW YORK Ing%é NCE L
p

"
G,
reof, AGSURED MUNICIPAL CORP. has caused this Policy to be
its Authorized Officer. -
e . %g éég ‘ég
&ﬂ;ﬂg%ﬁ%%ﬁxb
e gégg }

ASSURED GUARANTY MUNICIPAL CORP.

By

Authorized Officer

Form 500NY (5/90)
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