MEMORANDUM

June 16, 2015

TO: Honorable Mayor and City Commission

VIA: Kenneth Fields, City Manager

FROM: Dorothy Ecklund, Finance Director

RE: Resolution 2015-14, Capital Improvement Revenue Note Series 2015

SYNOPSIS: The City Commission will consider adopting Resolution 2015-14, authorizing the
issuance of Capital Improvement Revenue Note, Series 2015 in an amount not to
exceed $2,000,000. Loan proceeds will be used to finance various City capital
projects.

RECOMMENDATION
It is recommended that the City Commission consider the following action:

1. Adopt Resolution 2015-14, authorizing the issuance of the City of Lake Wales, Florida
Subordinate Lien Capital Improvement Revenue Note Series 2015, not to exceed
$2,000,000.

2. Authorize the Mayor to execute the appropriate documents on the City’s behalf.
BACKGROUND

On April 08, 2015, due to low unrestricted cash balances, low balances in the emergency sinking
funds and various capital projects in fiscal year 2014’15 the Finance Department strongly
recommended short term borrowing to the City Commission.

Low cash balances of the General Fund, additional cash requirements of the Cemetery Addition
Project within the Capital Project Fund, cash flow needs of the Utility Fund created largely by
the Lake Belle Settlement of $828,124 and overrun costs relating to Phase | of the C Street
Project, and the matching requirements of the Airport Improvements all contributed to the need
for the short term borrowing.

On April 21%, the City Commission approved financial advisory services for Public Financial
Management, Inc. (The PFM Group). The PFM Group received four bank loan responses for the RFP
distributed for the financing of the Fire Substation and the Cemetery Project.

1) Hancock Bank

Interest rate 1.17%, bank council fee not to exceed $3,500.
2) CenterState Bank

Interest rate 1.65%, bank council fee not to exceed $5,000.

3) Citizens Bank
Interest rate 2.15%, bank council fee $5,000, plus recording, legal and documented related

costs.



4) SunTrust Bank
Interest rate 2.11% (fixed), bank council fee $5,000, plus all other reasonable fees.

Interest rate 1.81% (floating rate), bank council fee $5,000, plus all other reasonable fees.

Staff recommends accepting Hancock Bank offer as defined below:

Maturity Principal Interest Debt Service
1/1/2016 $ 440,000 $ 11,700 $ 451,700
7/1/2016 439,000 9,126 448,126
1/1/2017 560,000 6,558 566,558
7/1/2017 561,000 3,282 564,282

$ 2000000 $ 30666 $ 2,030,666

e Cost of Issuance $36,500

City of Lake Wales — Debt Policy Review:

On February 5, 2013, the City Commission adopted a debt policy for the City of Lake Wales. The City's
debt policy requires the following evaluation:

Sec. 2-523. - Purpose for which debt can be issued - When it is an appropriate means to achieve a fair
allocation of costs between current and future beneficiaries.

Staff’s Response: Series 2015 debt issuance for the following capital projects:

New Cemetery 3 190,673
Website Redesign 25,000
Audio/Video - Austin Center 30,000
Security System for Admin. Building 20,000
Mausoleum Roof 3,215
Hardman Complex - Kirkland Gym 85,000
Airport Improvements 146,112

$ 500,000
Pole Barn $ 26,500
C Street - Phase | 133,500
Fence - Market Street 25,000
Ground Storage Tank 35,000
Market Street Upgrade 600,000
Lift Station Rehab. 250,000
Lift Station Pump Replacement 100,000
Water/Sewer Line - Vanguard 330,000

$ 1,500,000

Financing these projects would be a means to achieve a fair allocation of costs between current and future
beneficiaries.



Sec. 2-525. - Categorization of debt - In the case of governmental debt, the debt must be secured by a
revenue source which has been in effect for at least three years, and would have provided coverage of at
least 115 percent of the average annual debt service on such obligations

Staff’s Response: Series 2015, pledged revenue sources including certain franchise fees, public service
tax revenues and communication service tax revenues. The pledged revenue sources combined provide
sufficient coverage of the average annual debt service requirement.

Sec. 2-526. - Debt limitations - Non self-supporting debt. The city shall conduct an objective analysis as
to the community's ability to assume and support additional debt service payments before the issuance of
non self-supported debt. The city shall use an analytical approach for its determination. This process shall
compare generally accepted standards of affordability to the current values for the city. These standards
shall include debt per capita, debt as a percent of taxable value, debt service payments as a percent of
current revenues and current expenditures, and the level of overlapping net debt of all local taxing
jurisdictions. The process shall also examine the direct costs and benefits of the proposed expenditures.
The decision on whether or not to assume new debt shall be based on the identified costs and benefits, the
current conditions of the municipal bond market, and the city's ability to "afford" new debt as determined
by the aforementioned standards. The city shall strive to achieve and/or maintain these standards at a low
to moderate classification.

Staff’s Response: For a review of the City’s financial condition, the Finance Department has selected the
“Financial Indicators”, F1 through F6, provided by the State of Florida Auditor General Office for fiscal
year ending 09/30/2014. To assist auditors and local governments in making financial condition
assessments, the Auditor General is providing financial and other data, financial indicators, and
benchmarks. Auditor General staff compiles the information from audit reports and other sources.
http://www.myflorida.com/audgen/local%20govt/INSTRUCTIONS%20-%20EXCEL .htm

Financial Indicator #2 - Consists of a five year review of Unassigned/Assigned Fund Balance +
Unrestricted Net Assets. This would provide an indication of whether the municipality is building
reserves or spending reserves. For the City of Lake Wales, the City had built reserves from 2008 through
2010. From 2011 through 2014, the City has needed to use reserves to support operating and capital costs.

Indicator F1 also compares the City to a benchmark, which consist of similar Cities based on population
between 5,000 to 14,999, and taxable property values between $500 million to $699 million. Our
benchmark for F1 indicates the City’s reserved are lower than our comparable benchmark cities. Staff has
brought this issue to the City Commission over the last several years. City staff shall incorporate this need
to increase reserve balances with the budget process for fiscal year 2015°16.

Financial Indicator #3 — Consists of a five year review of Unassigned/Assigned Fund Balance / Total
Expenditures. This indicator provides a measurement of a municipality’s reserve compared to annual
expenditures. For example — In FY 2013’14 the City’s governmental funds had $1,076,439 in
unassigned/assigned fund balances, but the City had annual expenditures relating to governmental
activities totaling $16,821,369 or 6.4% ($1 million/$16.8 million). Over the last twenty years, the City has
carried low reserve balances, however current reserve balances are unusually low. When compared to the
benchmark of the City’s reserve policy of 15% to 20%, the City’s current balance of 6.4% is unfavorable.
However, this does not indicate any inability to afford the new debt to be issued in Series 2015.

Financial Indicator #4GF & #4P — Consists of a five year review of Cash & Investments/Current
Liabilities for both governmental funds (4GF) and the proprietary fund (4P). As expected, due to the low
reserve balances maintained by the City, the cash/inv. to liability ratios is also low and unfavorable when
compared to our benchmark group. As the City works to increase the City’s cash & investment reserves,
these indicators will improve.


http://www.myflorida.com/audgen/local%20govt/INSTRUCTIONS%20-%20EXCEL.htm

Financial Indicator #5G & #5P — Consists of a five year review of Cash & Inv/(Total Operating Exp/12)
for both governmental funds (5G) and the proprietary fund (5P). Within the governmental fund, the
expenditures of CRA fund and the draw down on the reserve balances has caused this indicator to show
an unfavorable decline. Compared to our benchmark, the City also has an unfavorable indicator. As the
City works to build reserves, this indicator will improve.

The proprietary fund (utility system) for fiscal year 2010 and 2011shows a favorable indicator due to
additional cash and investment placed within the utility fund for future funding of construction work
relating to the C Street sewer project, debt service funding relating to the wastewater treatment plan,
increased sinking fund requirements and a reduction in pay-as-you-go capital projects.

Financial Indicator #6G & #6P — Consists of a five year review of Current Liabilities/Total Revenues.
The governmental fund over the last five years has shown significant decreases in current liabilities, from
$1.1 million in FY09’10 to $723,668 in FY11’12 however, current liabilities has risen to $1.2 in FY
13’14; at the same time, the revenues within the governmental fund have also realized significant
decreases, from $15.6 million in FY 10’11 to $13.3 FY12’13, and $14.1 in FY 13’14. The decreases in
revenues where mainly due to the recession and reduction in grant projects relating to growth and
historical preservation.

With the reduction in debt service obligation (Series 2003, Series 2005 and Series 2009) and the increase
in economic factors (property values, new business and residential housing, increased state revenue
sharing), the City is expected to be in a more stabilized position in relation to annual operating funding
requirements. The City Commission is aware of the debt reduction expected within FY2014’15 and also
of the annual operating deficit which the City has experienced for the last several years in relation to the
governmental fund.

Within the proprietary fund, current liabilities have risen over the last five years, from $2.1 million in
FY10°11 to $3.5 million in FY13’14. At the same time, revenues have increased from $6.3 million in FY
09’10 to $6.8 million FY 13’14. The City Commission has directed staff to bring forward a rate increase
within the Utility Fund of 14.5% for FY 15’16 due to the various capital projects necessary within the
Utility Fund for maintaining the system and preparing for economic growth within the community.



Financial Indicator #7 — Consists of a five year review of Long-term Debt Per Capita. The City’s debt
to population ratio has been decreasing since 2010.

A comparison of surrounding cities as of 09/30/2013 included the following data:

City of Lake Wales
Comparison Data

Taxable
Property Governmental 9/30/2011 Debt as %
Comparative Cities Value Operating  Long-term Price Debt per of Taxable
Per Auditor General Office (in millions)  Milage Debt Populations Index Capita* Value
1 Bay Harbor Islands, Town Of 603.956 5.25 8,137,235 5,808 1.085 1,291 1.35%
5 Neptune Beach, City Of 640.437 3.3756 368,205 7,109 1.085 48 0.06%
6 New Port Richey, City Of 485.001 9.5799 19,763,764 14,868 1.085 1,225 4.07%
7 North Bay Village, City Of 669.219 5.474 8,949,067 7,667 1.085 1,076 1.34%
8 Palmetto, City Of 656.335 5.7171 6,517,427 12,775 1.085 470 0.99%
9 Pembroke Park, Town Of 548.802 8.5 253,056 6,201 1.085 38 0.05%
10 Sebring, City Of 539.895 4.99 5,121,950 10,561 1.085 447 0.95%
11 Tavares, City Of 602.559 6.4531 15,954,450 14,260 1.085 1,031 2.65%
12 Zephyrhills, City Of 587.457 6.1415 1,979,258 14,227 1.085 128 0.34%
Taxable
Property Governmental 9/30/2013 Debt as %
Value Operating  Long-term Price Debt per of Taxable
Cities within Polk County (in millions)  Milage Debt Populations Index Capita* Value
1 Auburndale 880.074 4.2657 16,283,080 14,009 1.085 1,071 1.85%
2 Bartow 518.067 3.996 5,674,492 17,475 1.085 299 1.10%
3 Davenport 93.874 7.75 708,366 3,027 1.085 216 0.75%
4 Dundee 118.960 7.9495 2,311,273 3,808 1.085 559 1.94%
5 Eagle Lake n/a n/a n/a n/a n/a n/a n/a
6 Fort Meade n/a n/a n/a n/a n/a n/a n/a
7 Frostproof n/a n/a n/a n/a n/a n/a n/a
8 Haines City 761.724 7.79 43,917,353 21,385 1.085 1,893 5.77%
9 Highland Park 11.018 9.9759 - 234 1.085 0.00%
11 Lake Alfred 129.426 5.068 144,228 5,068 1.085 26 0.11%
12 Lake of Hamilton 56.382 8.4276 17,409 1,262 1.085 13 0.03%
13 Lakeland 4,428.138 4.6644 46,091,257 98,773 1.085 430 1.04%
14 Lake Wales 563.083 8.5866 14,130,435 14,522 1.085 897 2.51%
15 Mulberry 154.843 8.4 331,200 3,775 1.085 81 0.21%
16 Polk City 56.556 8.6547 1,724,912 1,582 1.085 1,005 3.05%
17 Winter Haven 1,532.958 5.79 29,086,816 36,280 1.085 739 1.90%

* Note - Within the debt to population ratio is a price index of 1.041. (Example - Lake Wales (14,130,435/14,522)/1.085 = 897)



As of September 30, 2014

Estimated
Estimated Share of
Debt Percentage Overlapping
Taxing Authority Outstanding Applicable Debt
City of Lake Wales $ 11,610,579 100% $ 11,610,579
County of Polk (1) 200,054,799 2.37% 4,741,299
Polk County School Board (2) 385,131,000 2.37% 9,127,605
Total Direct and Overlapping Debt $ 596,796,378 $ 25,479,483

Note: Overlapping governments are those that coincide, at least in part, with the geographic boundaries of the city. The
schedule estimates the portion of the outstanding debt of those overlapping governments that is borne by the residents
and businesses of the City of Lake Wales. This process recognizes that, when considering the government's ability to
issue and repay long-term debt, the entire debt burden borne by the residents and businesses should be taken into
account.

Source:
(1) Debt outstanding data provided from information with Polk County, Florida CAFR statistical section disclosure
as of their most recent audited financial statements ending September 30, 2013.

(2) Debt outstanding data provided from information with The School Board of Polk County, Florida
CAFR statistical section disclosure as of their most recent audited financial statements ending June 30, 2013

FISCAL IMPACT

Financing in the amount not to exceed $2,000,000, a two year maturity at 1.17% creates an estimated
fiscal impact of $2,036,666 (principal available for funding projects $1,963,500, cost of issuance $36,500,
and interest expense of $36,666).

ATTACHMENT
Resolution 2015-14

Schedule - Source and Uses of Funds (The PFM Group)
Financial Indicators — FY 2014



RESOLUTION 2015-14

A RESOLUTION OF THE CITY OF LAKE WALES, FLORIDA,
AUTHORIZING THE ISSUANCE OF THE NOT TO EXCEED $2,000,000 CITY
OF LAKE WALES, FLORIDA SUBORDINATE LIEN CAPITAL
IMPROVEMENT REVENUE NOTE, SERIES 2015, TO FINANCE
IMPROVEMENTS TO THE CITY’S UTILITY SYSTEM AND TO PARKS
AND RECREATION, ADMINISTRATIVE, AIRPORT AND
TRANSPORTATION FACILITIES AND TO PAY ASSOCIATED COSTS OF
ISSUANCE; PLEDGING CERTAIN FRANCHISE FEES, PUBLIC SERVICE
TAX REVENUES AND COMMUNICATION SERVICE TAX REVENUES ON
A SUBORDINATE BASIS TO SECURE PAYMENT OF THE PRINCIPAL OF
AND INTEREST ON SUCH NOTE; DESIGNATING THE NOTE AS BANK
QUALIFIED FOR PURPOSES OF SECTION 265 OF THE INTERNAL
REVENUE CODE OF 1986; AUTHORIZING THE NEGOTIATED SALE OF
THE NOTE TO WHITNEY BANK D/B/A HANCOCK BANK; PROVIDING
FOR THE RIGHTS OF HOLDERS OF SUCH NOTE; MAKING CERTAIN
COVENANTS AND AGREEMENTS IN CONNECTION THEREWITH; AND
PROVIDING FOR AN EFFECTIVE DATE.

BE IT RESOLVED BY THE CITY COMMISSION OF THE CITY OF LAKE WALES,
FLORIDA, that:

SECTION 1. Definitions. Unless the context otherwise requires, terms used in this
Resolution shall have the meanings specified in this section.

"Act" means the Constitution of the State of Florida, Chapter 166, Florida Statutes, the
Charter of the Issuer, and other applicable provisions of law.

"Additional 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 and be payable from the Pledged Revenues equal to that of the Series 2015 Note, and
(ii) shall rank equally in all other respects with the Series 2015 Note.

"Business Day" means any day except any Saturday or Sunday or day on which the
Principal Office of the Original Purchaser is lawfully closed.

"City Attorney" shall mean the City Attorney of the Issuer.
"City Commission" shall mean the City Commission of the City of Lake Wales, Florida.

"City Manager" shall mean the City Manager or assistant City Manager of the Issuer.



"Clerk" shall mean the City Clerk or assistant or deputy City Clerk of the Issuer, or such
other person as may be duly authorized by the City Commission to act on his or her behalf.

"Code" means the Internal Revenue Code of 1986, as amended, and any Treasury
Regulations, whether temporary, proposed or final, promulgated thereunder or applicable
thereto.

"Communications Services Tax Revenues" means 87% of the revenues and taxes received
by the Issuer pursuant to Chapter 202, Florida Statutes, and Section 13, Chapter 2000-140, Laws
of Florida, except the tax levied pursuant to Section 202.12, Florida Statutes.

"Debt Service Fund" means the Debt Service Fund created pursuant to Section 10 hereof.

"Default Rate" shall mean, with respect to the Series 2015 Note, a rate of interest per
annum equal to the lesser of six percent (6.00%) or the maximum rate allowed by law.

"Franchise Fees" shall mean the fees levied and collected by the Issuer from Florida
Power Corporation pursuant to Ordinance No. 92-21 duly enacted by the Issuer on
November 17, 1992, as amended, and as particularly amended by Ordinance No. 96-05 duly
enacted by the Issuer on April 16, 1996, with a term of thirty (30) years from the date thereof, by
reason of having granted to said company the right to supply electricity to the Issuer and its
inhabitants.

"Interest Payment Date" shall mean a date on which interest on the Series 2015 Note is
due, as set forth in Section 9 of this Resolution.

"Issuer” means the City of Lake Wales, Florida, a municipal corporation of the State of
Florida.

"Maturity Date" means July 1, 2017.
"Mayor" means the Mayor of the Issuer, or in his or her absence or inability to act, the
Vice Mayor of the Issuer or such other person as may be duly authorized by the City

Commission to act on his or her behalf.

"Notes" shall mean the Series 2015 Note and any Additional Obligations issued
hereunder.

"Original Purchaser" means Whitney Bank d/b/a Hancock Bank, a Mississippi state
banking corporation, and its successors and assigns.



"Owner" means the Original Purchaser or other Permitted Lender in whose name the
Series 2015 Note shall be registered on the books of the Issuer kept for that purpose in
accordance with provisions of this Resolution.

"Parity Contract Obligation" has the meaning ascribed thereto in the Series 2003
Resolution.

"Paying Agent" and/or "Registrar" as it relates to the Series 2015 Note shall mean the
City Manager.

"Permitted Lender" means any affiliate of the Original Purchaser or any bank, trust
company, savings institution, insurance company or qualified institutional buyer under
Rule 144A promulgated under the Securities Act of 1933 that is engaged as a regular part of its
business in purchasing notes of obligations similar to the Series 2015 Note.

"Pledged Revenues" means the Public Service Tax Revenues and the Communications
Services Tax Revenues.

"Principal Office" means with respect to the Original Purchaser, the office located at
Hancock Bank, 113 Designer Circle, Dothan, Alabama, 36303, Attn: Steven E. Cole, or such other
office as the Original Purchaser may designate to the Issuer in writing.

"Principal Payment Date" shall mean a date on which principal on the Series 2015 Note
is due, as reflected in the form of Series 2015 Note attached hereto as Exhibit D.

"Project” means the acquisition, construction and/or equipping of all or a portion of
certain improvements to the Issuer’s utility system and certain improvements to its parks and
recreation, administrative, airport and transportation facilities and certain other capital projects,
as described in Exhibit A hereto.

"Project Fund" shall mean the Project Fund established with respect to the Series 2015
Note pursuant to Section 13 hereof.

"Public Service Tax Ordinance" means Ordinance No. 96-20 enacted by the City
Commission of the Issuer on November 5, 1996, as amended from time to time, and as
particularly amended by Ordinance No. 2001-19 enacted by the City Commission of the Issuer
on November 20, 2001.

"Public Service Tax Revenues" means the revenues which derive from taxes levied and
collected by the Issuer under the authority of Section 166.231, Florida Statutes and the Public
Service Tax Ordinance on purchases of electricity, water, and metered or bottled gas (natural
liquefied petroleum gas or manufactured) within the Issuer.



"Resolution” means this Resolution, pursuant to which the Series 2015 Note is
authorized to be issued, including any supplemental resolutions.

"Revenue Fund" means the Revenue Fund created pursuant to Section 10 hereof.

"Senior Lien Debt" means, collectively, the Series 2003 Note and any Parity Contract
Obligation related thereto, the Series 2013 Note, any Series 2003 Note Additional Obligations
and any Series 2013 Note Additional Obligations.

"Senior Lien Resolutions" means, collectively, the Series 2003 Resolution and the Series
2013 Resolution.

"Series 2003 Note" means the Issuer’s Capital Improvement Refunding Revenue Note,
Series 2003.

"Series 2003 Note Additional Obligations" means any additional obligations hereafter
issued on a parity with the Series 2003 Note in accordance with the Series 2003 Resolution.

"Series 2003 Resolution" means Resolution No. 2003-35 adopted by the Issuer on
December 2, 2003.

"Series 2013 Note" means the Issuer’s Ascending Lien Capital Improvement Revenue
Note, Series 2013.

"Series 2013 Note Additional Obligations" means any additional obligations hereafter
issued on a parity with the Series 2013 Note in accordance with the Series 2013 Resolution.

"Series 2013 Resolution” means Resolution No. 13-08 adopted by the Issuer on
September 17, 2013.

"Series 2015 Note" means the City of Lake Wales, Florida Subordinate Lien Capital
Improvement Revenue Note, Series 2015 authorized herein.

"State" means the State of Florida.

SECTION 2. Authority for this Resolution. This Resolution is adopted pursuant to the
provisions of the Act.

SECTION 3. Findings. It is hereby ascertained, determined and declared that:

(A) For the benefit of its inhabitants, the Issuer finds, determines and declares that it
is necessary for the continued preservation of the health, welfare, convenience and safety of the
Issuer and its inhabitants to acquire and construct, or reimburse the Issuer for funds expended



to acquire and construct, the Project. The issuance of the Series 2015 Note to finance the Project
satisfies a paramount public purpose.

(B) On April 21, 2015, the Issuer adopted Resolution Nos. 2015-05 and 2015-06
expressing its intent to reimburse itself for costs of the Project from proceeds of tax-exempt
financing.

(C)  The principal of and interest and redemption premium on the Series 2015 Note
and all other payments shall be payable solely from the Pledged Revenues, junior and
subordinate in all respects to the Senior Lien Debt, and the Franchise Fees, junior and
subordinate in all respects to the Series 2013 Note. The Issuer shall never be required to levy ad
valorem taxes on any real or personal property therein to: (1) pay the principal of and interest
on the Series 2015 Note herein authorized; or (2) make any other payments provided for herein.
The Series 2015 Note shall not constitute a lien upon any properties owned by or located within
the boundaries of the Issuer or upon any property other than a lien on the Pledged Revenues
junior and subordinate in all respect to the Senior Lien Debt and the Franchise Fees, junior and
subordinate in all respect to the Series 2013 Note.

(D)  The Pledged Revenues are currently pledged to secure the repayment of the
Issuer’s Series 2003 Note issued pursuant to the Series 2003 Resolution and the Parity Contract
Obligation related thereto, and are also pledged, with a lien junior to the lien of the Series 2003
Note, to secure the repayment of the Issuer's Series 2013 Note issued pursuant to the Series 2013
Resolution. The Franchise Fees are currently pledged to secure the repayment of the Series 2013
Note. The Pledged Revenues and Franchise Fees are not otherwise pledged to any other debt
contract obligations.

(E) The costs associated with the issuance of the Series 2015 Note shall be deemed to
include legal fees and expenses, expenses for estimates of costs and of revenues, accounting
expenses, attorney fees of the Original Purchaser, and such other fees and expenses as may be
necessary or incidental for the financing herein authorized.

(F) The Issuer desires to designate the Series 2015 Note as bank qualified for
purposes of Section 265(b) of the Code.

(G)  Because of the characteristics of the Series 2015 Note and prevailing market
conditions, it is in the best interest of the Issuer to accept the offer of the Original Purchaser to
purchase the Series 2015 Note at a private negotiated sale in accordance with the terms set forth
herein. Prior to the issuance of the Series 2015 Note, the Issuer shall receive from the Original
Purchaser a Purchaser’s Certificate, the form which is attached hereto as Exhibit B and a
Disclosure Letter containing the information required by Section 218.385, Florida Statutes, the
form of which is attached hereto as Exhibit C.



(H) In consideration of the purchase and acceptance of the Series 2015 Note
authorized to be issued hereunder by the Owner thereof from time to time, this Resolution shall
constitute a contract between the Issuer and the Owner.

SECTION 4. Authorization of Project. There is hereby authorized the acquisition,
construction and/or equipping of the Project.

SECTION 5. Authorization of the Series 2015 Note. Subject and pursuant to the provisions
hereof, an obligation of the Issuer to be known as the "City of Lake Wales, Florida Subordinate
Lien Capital Improvement Revenue Note, Series 2015" in the principal amount of not to exceed
$2,000,000 is authorized to be issued for the purpose of financing the Project or reimbursing the
Issuer for funds expended for the Project and to pay costs of issuance of the Series 2015 Note.

SECTION 6. Description of the Series 2015 Note. The Series 2015 Note shall be issued in a
single denomination equal to the principal amount thereof and shall be dated the date of its
execution and delivery, which shall be a date agreed upon by the Issuer and the Original
Purchaser. The Series 2015 Note is to be in substantially the form set forth in Exhibit D hereto,
together with such changes as shall be approved by the Mayor, such approval to be
conclusively evidenced by the execution thereof by the Mayor.

The Series 2015 Note shall be executed on behalf of the Issuer with the manual signature
of the Mayor and shall be attested with the manual signature of the City Clerk. In case any one
or more of the officers who shall have signed or sealed the Series 2015 Note shall cease to be
such officer of the Issuer before the Series 2015 Note so signed and sealed has been actually sold
and delivered, such Series 2015 Note may nevertheless be sold and delivered as herein provided
and may be issued as if the person who signed or sealed such Series 2015 Note had not ceased
to hold such office. The Series 2015 Note may be signed and sealed on behalf of the Issuer by
such person who at the actual time of the execution of the Series 2015 Note shall hold the proper
office of the Issuer, although, at the date of the Series 2015 Note, such person may not have held
such office or may not have been so authorized.

SECTION 7. Registration and Exchange of the Series 2015 Note. The Series 2015 Note will
initially be registered to the Original Purchaser. So long as the Series 2015 Note shall remain
unpaid, the Registrar will keep books for the registration and transfer of the Series 2015 Note.
The Series 2015 Note shall be transferable only upon such registration books. Registration of
ownership of the Series 2015 Note may only be transferred in whole and only to a Permitted
Lender.

The Person in whose name a Series 2015 Note shall be registered shall be deemed and
regarded as the absolute owner thereof for all purposes, and payment of principal and interest
on such Series 2015 Note shall be made only to or upon the written order of the Owner. All
such payments shall be valid and effectual to satisfy and discharge the liability upon such Series
2015 Note to the extent of the sum or sums so paid.



SECTION 8. Payment of Principal and Interest; Limited Obligation. =~ The Issuer promises
that it will promptly pay the principal of and interest on the Series 2015 Note at the place, on the
dates and in the manner provided therein. The Series 2015 Note shall not be or constitute a
general obligation or indebtedness of the Issuer as "bonds" within the meaning of Article VII,
Section 12 of the Constitution of Florida, but shall be payable solely from the Pledged Revenues
and Franchise Fees in accordance with the terms of this Resolution. No holder of the Series 2015
Note shall ever have the right to compel the exercise of any ad valorem taxing power to pay
such Series 2015 Note, or be entitled to payment of such Series 2015 Note from any funds of the
Issuer except from the Pledged Revenues, junior and subordinate in all respects to the Senior
Lien Debt and from the Franchise Fees, junior and subordinate in all respects to the Series 2013
Note.

SECTION 9. Terms of the Series 2015 Note.

(A)  The Series 2015 Note shall bear interest from its date at an annual rate of 1.17%,
payable semi-annually each year on January 1 and July 1, commencing on January 1, 2016,
calculated on the basis of twelve 30-day months and a 360-day year. During the continuation of
an Event of Default, the Series 2015 Note shall bear interest at the Default Rate.

(B) Payments of principal on the Series 2015 Note will be as specified in the Series
2015 Note attached hereto as Exhibit D.

(C)  The Series 2015 Note may be prepaid in whole on any date and in part on any
Principal Payment Date upon ten (10) days” prior written notice to the Owner at a prepayment
price of 100% of the principal amount being prepaid without any prepayment penalty or fee
plus accrued interest to the date of prepayment. The Series 2015 Note may be prepaid in part in
denominations of $1,000 and in any integral multiple thereof. Prepayments in part shall be
applied in inverse order of the principal installments then due unless the holder consents in
writing to a different application of such principal prepayment at the time the same is paid to
the holder.

(D)  All payments by the Issuer pursuant to the Series 2015 Note shall apply first to
accrued interest and the balance thereof shall apply to principal.

SECTION 10. Covenants of the Issuer.

(A)  The Issuer shall provide the Owner (without cost to the Owner) (i) within 180
days following the end of each fiscal year (or on such other earlier date that such statements
become available), annual audited financial statements, and (ii) any other financial information,
including but not limited to the Issuer's annual budget, which the Owner may reasonably
request in writing.



(B) The Issuer will timely make all payments due on the Senior Lien Debt.

(C)  The Issuer will take all action legally available to it to diligently collect, enface
and ensure the receipt of Pledged Revenues and Franchise Fees sufficient to make all payments
of principal of and interest on the Notes, as and when the same become due, and all other
payments required herein, and will take no action which will impair or adversely affect its
receipt of the Pledged Revenues or Franchise Fees including reducing or replacing any of the
current Pledged Revenues or Franchise Fees.

(D)  The Issuer will maintain compliance with all federal, state and local regulations
regarding the purpose for which the Series 2015 Note is being issued.

(E) Pledged Revenues and Franchise Fees received in each month by the Issuer, after
setting aside (i) an amount of Pledged Revenues equal to the pro rata monthly portion of the
interest and principal payments due on the Senior Lien Debt on the next succeeding interest and
principal payment dates applicable thereto and after payment of amounts due under the Senior
Lien Debt and (ii) an amount of Franchise Fees which, together with amounts set forth for the
Series 2013 Note pursuant to (i) above, is equal to the pro rata monthly portion of the interest
and principal payments due on the Series 2013 Note on the next succeeding interest and
principal payment dates applicable thereto and after payment of amounts due under the Senior
Lien Debt (collectively, the “Available Revenues”), shall be deposited into a separate fund of the
Issuer which is hereby created and designated the “Subordinate Lien Capital Improvement
Revenue Note, Series 2015 Revenue Fund” (the “Revenue Fund”).

Available Revenues in the Revenue Fund shall be disposed of on or before the fifteenth
(15th) day of each month, commencing in the month immediately following the delivery of the
Series 2015 Note in the following manner and in the following order of priority:

(1) From Available Revenues, the Issuer shall deposit into a separate fund
which is hereby created and designated the “Subordinate Lien Capital Improvement
Revenue Note, Series 2015, Debt Service Fund” (the “Debt Service Fund”), such sums as
will be sufficient to pay one-sixth (1/6) of all interest becoming due on the Series 2015
Note on the next Interest Payment Date. Such monthly payments shall be increased or
decreased proportionately to the extent required to pay interest becoming due on each
succeeding Interest Payment Date, after making allowances for moneys, if any, then held
in the Debt Service Fund for payment of interest on the Series 2015 Note; and

(2) On parity with (1) above, from Available Revenues, the Issuer shall next
deposit into the Debt Service Fund, such sums as will be sufficient to pay one-sixth (1/6)
of all principal becoming due on the Series 2015 Note on the next semiannual Principal
Payment Date. Such monthly payments shall be increased or decreased proportionately
to the extent required to pay principal becoming due on each Principal Payment Date,



after making allowances for moneys, if any, then held in the Debt Service Fund for
payment of principal on the Series 2015 Note.

Upon the issuance of any Additional Obligations under the terms, limitations and
conditions as herein provided, the payments into the Debt Service Fund shall be increased in
such amounts as are necessary to make the payments required above for the principal of and
interest on the Notes on the same basis as hereinabove provided with respect to the outstanding
Notes.

The amounts required to be deposited into the Debt Service Fund in any month shall be
adjusted to reflect any amounts on deposit in excess of current requirements (including
deficiencies in prior requirements) and available for the payment of debt service for the current
fiscal year.

The moneys in the Revenue Fund and Debt Service Fund shall be held in trust by the
Issuer for the benefit of, and as security for, the Series 2015 Note, and 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. The designation and establishment of the funds created in and by
this Resolution 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 for
certain purposes and to establish certain priorities for application of such revenues as herein
provided.

After making the deposits into the Debt Service Fund provided for herein, all remaining
funds in the Revenue Fund may be used by the Issuer for any lawful purpose.

SECTION 11. Issuance of Additional Obligations.

(A)  Solong as the Series 2015 Note is outstanding, no further debt payable from the
Pledged Revenues shall be issued except upon the conditions and in the manner herein
provided:

(i)  The Issuer may issue one or more series of Additional Obligations on a parity
with the lien of the Series 2015 Note on the Pledged Revenues upon compliance
with the following conditions: The Issuer’s Finance Director shall deliver a
certificate to the Owner (1) stating that the books and records of the Issuer
relating to the Pledged Revenues have been examined by him or her, (2) setting
forth the amount of the Pledged Revenues which have been received by the
Issuer during the two most recently audited fiscal years, and (3) stating that the
average amount of the Pledged Revenues for such two fiscal years equals at least
1.20 times the maximum annual debt service, and contractual obligations, if any,



on the Senior Lien Debt, the Notes then outstanding and on the Additional
Obligations proposed to be issued;

(i)  The Issuer may issue one or more series of Series 2003 Additional Obligations on
a parity with the lien of the Series 2003 Note on the Pledged Revenues upon
compliance with the following conditions: The Issuer’s Finance Director shall
deliver a certificate to the Owner (1) stating that the books and records of the
Issuer relating to the Pledged Revenues have been examined by him or her, (2)
setting forth the amount of the Pledged Revenues which have been received by
the Issuer during the two most recently audited fiscal years, and (3) stating that
the average amount of the Pledged Revenues for such two fiscal years equals at
least 1.50 times the maximum annual debt service, and contractual obligations, if
any, on the Senior Lien Debt, the Notes then outstanding and the Series 2003
Additional Obligations proposed to be issued.

(iii) The Issuer may issue one or more series of Series 2013 Additional Obligations on
a parity with the lien of the Series 2013 Note on the Pledged Revenues upon
compliance with the following conditions: The Issuer’s Finance Director shall
deliver a certificate to the Owner of the outstanding Series 2015 Note (1) stating
that the books and records of the Issuer relating to the Pledged Revenues have
been examined by him or her, (2) setting forth the amount of the Pledged
Revenues which have been received by the Issuer during the two most recently
audited fiscal years, and (3) stating that the average amount of the Pledged
Revenues for such two fiscal years equals at least 1.50 times the maximum
annual debt service, and contractual obligations, if any, on the Senior Lien Debt,
the Notes then outstanding and the Series 2013 Additional Obligations proposed
to be issued.

(B) Other than as provided in Paragraph (A) above, the Issuer may, at any time or
from time to time, issue other obligations secured by a pledge of the Pledged Revenues;
provided, however, that such pledge shall be, and shall be expressed to be, subordinated in all
respects to the pledge of the Pledged Revenues to the payment of the Series 2015 Note, all as
more fully described herein. The Issuer hereby agrees to pay promptly any such subordinated
indebtedness as the same shall become due.

(C)  The Issuer may issue other obligations after the date hereof secured by a pledge
of the Franchise Fees only if such pledge of and lien on the Franchise Fees is subordinated in all
respects to the pledge of the Franchise Fees to the payment of the Series 2015 Note.

(D)  Any supplemental resolution authorizing the issuance of Additional Obligations
shall recite that all of the covenants contained herein will be applicable to such Additional
Obligations.



SECTION 12. Events of Default; Remedies of Noteholder; Notice of Default. The following
shall constitute Events of Default: (i) if the Issuer fails to timely pay any payment of principal of
or interest on the Series 2015 Note; (ii) if the Issuer defaults in the performance or observance of
any covenant or agreement contained in this Resolution or the Series 2015 Note (other than set
forth in (i) above) and fails to cure the same within thirty (30) days following written notice; (iii)
an event of default occurs with respect to any debt secured by the Pledged Revenues or
Franchise Fees; or (iv) filing of a petition by or against the Issuer relating to bankruptcy,
reorganization, arrangement or readjustment of debt of the Issuer or for any other relief relating
to the Issuer under the United States Bankruptcy Code, as amended, or any other insolvency act

or law now or hereafter existing, or the involuntary appointment of a receiver or trustee for the
Issuer, and the continuance of any such event for 90 days undismissed or undischarged.

Upon the occurrence and during the continuation of any Event of Default, the Owner of
the Series 2015 Note may, either at law or in equity, by suit, action, mandamus or other
proceeding (including specific performance) in any court of competent jurisdiction, protect and
enforce any and all rights under the laws of the State, or granted or contained in this Resolution,
and may enforce and compel the performance of all duties required by this Resolution, or by
any applicable statutes to be performed by the Issuer or by any officer thereof.

The Issuer shall reimburse the Owners (and their agents) for all reasonable legal and
collection costs incurred in the exercise of remedies hereunder, to collect payments due under
the Series 2015 Note or to enforce the provisions of this Resolution.

In the event that any debt of the Issuer secured by the Pledged Revenues or Franchise
Fees is accelerated, the Owner of the Series 2015 Note may, in addition to any other remedies set
forth in this Resolution or the Series 2015 Note, by written notice to the Issuer declare the
principal of the Series 2015 Note to be due and payable immediately, and upon such declaration
the same shall become and be due and payable from the Pledged Revenues and the Franchise
Fees, on a junior and subordinate basis to the Senior Lien Debt, notwithstanding any other
terms hereof or of the Series 2015 Note.

The Issuer shall within five (5) business days after it acquires knowledge thereof, notify
the Owner of the Series 2015 Note in writing at its notice address included in the registration
books related to the Series 2015 Note (a) upon the happening, occurrence, or existence of any
Event of Default, and (b) any event or condition which with the passage of time or giving of
notice, or both, would constitute an Event of Default, and shall provide the Owner, with such
written notice, a detailed statement by a responsible officer of the Issuer of all relevant facts and
the action being taken or proposed to be taken by the Issuer with respect thereto. Regardless of
the date of receipt of such notice by the Owner, such date shall not in any way modify the date
of occurrence of the actual Event of Default.



The Owner may exercise remedies with respect to the Series 2015 Note independently
and without the consent or approval of the holders of the Senior Lien Debt or Additional
Obligations.

SECTION 13. Application of the Series 2015 Note Proceeds. The proceeds from the sale of
the Series 2015 Note shall be used to pay all or a portion of the costs of, or reimburse the Issuer
for the costs of, the Project and to pay associated costs of issuance (including but not limited to
legal fees and expenses) in accordance with the provisions in this Section.

The Issuer hereby covenants that it will establish with a depository in the State of
Florida, which is a member of the Federal Deposit Insurance Corporation and which is eligible
under the laws of the State of Florida to receive municipal funds, a fund to be known as the
"City of Lake Wales, Florida, Subordinate Lien Capital Improvement Revenue Note, Series 2015
Project Fund".

Proceeds from the sale of the Series 2015 Note herein authorized shall be deposited into
the Project Fund and shall be used as described above. When the acquisition of the Project has
been completed and all acquisition-related costs and other costs of issuance have been paid in
full, all funds remaining in the Project Fund shall be used to redeem the outstanding balance of
the Series 2015 Note and the Project Fund shall be closed. All moneys deposited in said Project
Fund shall be and constitute a trust fund created for the purposes herein stated, and there is
hereby created a lien upon the Project Fund in favor of the Owner of the Series 2015 Note until
the moneys thereof shall have been applied in accordance with this Resolution.

The Project Fund shall constitute a trust fund and shall be continuously secured in the
same manner as municipal deposits of funds are required to be secured by the laws of the State
of Florida. Moneys on deposit in the Project Fund may be invested pursuant to applicable law
and the Issuer’s investment policy and shall mature not later than the dates on which such
moneys shall be needed to make payments in the manner herein provided. The securities so
purchased as an investment of the Project Fund shall be deemed at all times to be a part of the
Project Fund, and the interest accruing thereon and any profit realized therefrom shall be
credited to such Project Fund and any loss resulting from such investment shall likewise be
charged thereto.

SECTION 14. Designation of the Series 2015 Note. The Issuer hereby designates the Series
2015 Note as a "qualified tax-exempt obligation" within the meaning of Section 265(b)(3) of the
Code. The Issuer and any subordinate entities of the Issuer and any issuer of "tax-exempt" debt
that issues "on behalf of" the Issuer do not reasonably expect during the calendar year 2015 to
issue more than $10,000,000 of "tax-exempt" obligations including the Series 2015 Note,
exclusive of any private activity bonds as defined in Section 141(a) of the Code (other than
qualified 501(c)(3) bonds as defined in Section 145 of the Code).



SECTION 15. Adjustments to Interest Rate on the Series 2015 Note. The interest rate on
the Series 2015 Note is subject to adjustment in accordance with the adjustment provisions
attached to the Series 2015 Note as Schedule I thereto.

SECTION 16. General Authority. The members of the City Commission 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 Resolution or desirable or consistent with
the requirements hereof for the full, punctual and complete performance of all of the terms,
covenants and agreements contained in the Series 2015 Note and this Resolution, and they are
hereby authorized to execute and deliver all documents which shall be required by Bryant
Miller Olive P.A., as Note Counsel or the Original Purchaser to effectuate the sale of the Series
2015 Note to said Original Purchaser.

SECTION 17. Paying Agent and Registrar. The City Manager is hereby appointed as
Paying Agent and Registrar with respect to the Series 2015 Note.

SECTION 18. Tax Covenant. The Issuer covenants with the Owner of the Series 2015
Note that the Issuer will not make any use of the proceeds of the Series 2015 Note at any time
during the term of the Series 2015 Note which, if such use had been reasonably expected on the
date the Series 2015 Note were issued, would have caused such Series 2015 Note to be "arbitrage
bonds" within the meaning of the Code. The Issuer will comply with the requirements of the
Code and any valid and applicable rules and regulations promulgated thereunder necessary to
ensure the exclusion of interest on the Series 2015 Note from the gross income of the Owner
thereof for purposes of federal income taxation.

SECTION 19. Series 2015 Note Mutilated, Destroyed, Stolen or Lost. In case the Series 2015
Note shall become mutilated, or be destroyed, stolen or lost, the Issuer shall issue and deliver a
new note of like tenor as the note so mutilated, destroyed, stolen or lost, in exchange and in
substitution for such mutilated note, or in lieu of and in substitution for the note destroyed,
stolen or lost and upon the Owner furnishing the Issuer proof of ownership thereof and

indemnity reasonably satisfactory to the Issuer and complying with such other reasonable
regulations and conditions as the Issuer may prescribe and paying such expenses as the Issuer
may incur. The Series 2015 Note so surrendered shall be canceled.

SECTION 20. Impairment of Contract. The Issuer covenants with the Owner of the Series
2015 Note that it will not, without the written consent of the Owner of the Series 2015 Note,
enact any ordinance or adopt any resolution which repeals, impairs or amends in any manner
adverse to the Owner the rights granted to the Owner of the Series 2015 Note hereunder.

SECTION 21. Waiver of Jury Trial. The Issuer knowingly, voluntarily, and intentionally
waives any right it may have to a trial by jury, with respect to any litigation or legal proceedings
based on or arising out of this Resolution or the Series 2015 Note, including any course of




conduct, course of dealings, verbal or written statement or actions or omissions of any party
which in any way relates to the Series 2015 Note or this Resolution.

SECTION 22. Applicable Law and Venue. The Series 2015 Note shall be governed by
applicable federal law and the internal laws of the state of Florida. The Issuer agrees that certain
material events and occurrences relating to the Series 2015 Note bear a reasonable relationship
to the laws of Florida and the validity, terms, performance and enforcement of this Resolution
and of the Series 2015 Note shall be governed by the internal laws of Florida which are
applicable to agreements which are negotiated, executed, delivered and performed solely in
Florida. Unless applicable law provides otherwise, in the event of any legal proceeding arising
out of or related to the Series 2015 Note, the Issuer consents to the jurisdiction and venue of any
court located in the Polk County in the State of Florida.

SECTION 23. Personal Liability Exemption. No recourse under or upon any obligation,
covenant or agreement of this Resolution or the Series 2015 Note or for any claim based thereon,
shall be had against any City Commissioners, the Mayor, the City Manager, the Clerk or the
City Attorney, of the Issuer, past, present or future, either directly or through the Issuer, it being
expressly understood (a) that no personal liability whatsoever shall attach to, or is or shall be
incurred by, the City Commissioners, the Mayor, the City Manager, the Clerk and the City
Attorney, of the Issuer, under or by reason of the obligations, covenants or agreements
contained in this Resolution or implied therefrom, and (b) that any and all such personal
liability, either at common law or in equity or by constitution or statute, of, and any and all such
rights and claims against, every such City Commissioners, the Mayor, the City Manager, the
Clerk or the City Attorney, as such, are waived and released as a condition of, and as a
consideration for, the execution of this Resolution and the issuance of the Series 2015 Note, on
the part of the Issuer.

SECTION 24. Severability. If any provision of this Resolution shall be held or deemed to
be or shall, in fact, be illegal, inoperative or unenforceable in any context, the same shall not
affect any other provision herein or render any other provision (or such provision in any other
context) invalid, inoperative or unenforceable to any extent whatever.

SECTION 25. Rules of Interpretation. Unless expressly indicated otherwise, references to
sections or articles are to be construed as references to sections or articles of this instrument as
originally executed. Use of the words "herein," "hereby," "hereunder," "hereof," "hereinbefore,"
"hereinafter" and other equivalent words refer to this Resolution and not solely to the particular

portion in which any such word is used.

SECTION 26. Captions. The captions and headings in this Resolution are for
convenience only and in no way define, limit or describe the scope or intent of any provisions or
sections of this Resolution.



SECTION 27. No Third Party Beneficiaries. Except such other persons as may be
expressly described in this Resolution or in the Series 2015 Note, nothing in this Resolution or in
the Series 2015 Note, expressed or implied, is intended or shall be construed to confer upon any
person, other than the Issuer and the Owner, any right, remedy or claim, legal or equitable,
under and by reason of this Resolution, or any provision thereof, or of the Series 2015 Note, all
provisions 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.

SECTION 28. Applicable Provisions of Law. This Resolution shall be governed by and
construed in accordance with the laws of the State of Florida.

SECTION 29. Repealer. All resolutions or parts thereof in conflict herewith are hereby
repealed.

SECTION 30. Effective Date. This Resolution shall be effective immediately upon its
adoption.

[Signature Page to Follow]



DULY RESOLVED this 16t day of June, 2015.

CITY COMMISSION OF THE CITY OF
LAKE WALES, FLORIDA

(SEAL)

ATTEST: Mayor

City Clerk



EXHIBIT A

PROJECT DESCRIPTION

Pole Barn

C Street — Phase I

Fence — Market Street

Ground Storage Tank

Market Street Upgrade

Lift Station Rehab

Lift Station Pump Replacement
Water/Sewer Lines - Vanguard
New Cemetery

Website Redesign
Audio/Video — Austin Center
Security System Hardware
Mausoleum Roof

Hardman Complex — Kirkland Gym
Airport Improvements

Estimated Costs

$26,500
133,500
25,000
35,000
600,000
250,000
100,000
330,000
190,673
25,000
30,000
20,000
3,215
85,000
146,112

$2,000,000



EXHIBIT B
FORM OF PURCHASER’S CERTIFICATE

This is to certify that Whitney Bank d/b/a Hancock Bank (the "Purchaser") has not
required the City of Lake Wales, Florida (the "Issuer") to deliver any offering document and has
conducted its own investigation, to the extent it deems satisfactory or sufficient, into matters
relating to business affairs or conditions (either financial or otherwise) of the Issuer in
connection with the issuance of the $2,000,000 City of Lake Wales, Florida Subordinate Lien
Capital Improvement Revenue Note, Series 2015 (the "Note"), and no inference should be
drawn that the Purchaser, in the acceptance of said Note, is relying on Bryant Miller Olive P.A.
("Note Counsel") or Albert C. Galloway, Jr., P.A. ("City Attorney") as to any such matters other
than the legal opinions rendered by Note Counsel and by the City Attorney. Any capitalized
undefined terms used herein not otherwise defined shall have the meaning set forth in
Resolution No. 15-__ adopted by the City Commission of the Issuer on June 16, 2015 (the
"Resolution").

We are aware that investment in the Note involves various risks, that the Note is not a
general obligation of the Issuer or payable from ad valorem tax revenues, and that the payment
of the Note is secured solely from the sources described in the Resolution (the "Note Security").

We have made such independent investigation of the Note Security as we, in the
exercise of sound business judgment, consider to be appropriate under the circumstances.

We have knowledge and experience in financial and business matters and are capable of
evaluating the merits and risks of our investment in the Note and can bear the economic risk of
our investment in the Note.

We acknowledge and understand that the Issuer has determined that the Resolution is
not required to be qualified under the Trust Indenture Act of 1939, as amended (the "1939 Act"),
and that the Note is not required to be registered in reliance upon the exemption from
registration under Section 3(a)(2) of the Securities Act of 1933, Section 517.051(1), Florida
Statutes, and/or Section 517.061(7), Florida Statutes, and that the Issuer has further determined
that neither the Issuer, Note Counsel nor the City Attorney shall have any obligation to effect
any such registration or qualification.

We are not acting as a broker or other intermediary, and the Note evidences a loan made
for our own account and not with a present view to a resale or other distribution to the public.
We understand that the Note may be transferred only in whole and only to a Permitted Lender
(as defined in this Resolution).

We are a bank, trust company, savings institution, insurance company, dealer,
investment company, pension or profit-sharing trust, or qualified institutional buyer as
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contemplated by Section 517.061(7), Florida Statutes. We are not purchasing the Note for the
direct or indirect promotion of any scheme or enterprise with the intent of violating or evading
any provision of Chapter 517, Florida Statutes.

We are a “qualified institutional buyer" under Rule 144A promulgated under the
Securities Act of 1933 that is engaged as a regular part of its business in making loans and
purchasing notes similar to the Series 2015 Note.

DATED this 25" day of June, 2015.

WHITNEY BANK D/B/A HANCOCK BANK
By:

Name: Steven E. Cole
Title: Senior Vice President

25067/009/01014899.DOCv7



EXHIBIT C
FORM OF DISCLOSURE LETTER

The undersigned, as purchaser, proposes to negotiate with the City of Lake Wales,
Florida (the "Issuer") for the private purchase of the $2,000,000 City of Lake Wales, Florida
Subordinate Lien Capital Improvement Revenue Note, Series 2015 (the "Note"), as authorized
by Resolution No. 15-__ adopted by the City Commission of the Issuer on June 16, 2015 (the
"Resolution"). Prior to the award of the Note, the following information is hereby furnished to
the Issuer:

1. Set forth is an itemized list of the nature and estimated amounts of expenses to
be incurred for services rendered to us (the "Bank") in connection with the issuance of the Note
(such fees and expenses to be paid by the Issuer):

Akerman LLP
Bank Counsel Fees -- $3,500

2. (a) No fee, bonus or other compensation is estimated to be paid by the Bank in
connection with the issuance of the Note to any person not regularly employed or retained by
the Bank (including any "finder" as defined in Section 218.386(1)(a), Florida Statutes) except as
specifically enumerated as expenses to be incurred by the Purchaser, as set forth in paragraph
(1) above.

(b) No person has entered into an understanding with the Bank, or to the
knowledge of the Bank, with the Issuer, for any paid or promised compensation or valuable
consideration, directly or indirectly, expressly or implied, to act solely as an intermediary
between the Issuer and the Bank or to exercise or attempt to exercise any influence to effect any
transaction in the purchase of the Note.

3. The amount of the underwriting spread expected to be realized by the Bank is $0.
4. The management fee to be charged by the Bank is $0.
5. Truth-in-Bonding Statement:

The Issuer is proposing to issue $2,000,000 of debt or obligation for the primary purpose
of financing the acquisition, construction and/or equipping of certain improvements to the
Issuer’s utility system and certain improvements to the Issuer’s parks and recreation,
administrative, airport and transportation facilities. The Note is expected to be repaid over a
period of approximately 2 years. At a fixed interest rate of 1.17% per annum, total interest paid
over the life of the Note will be approximately $31,055.70



The source of repayment or security for this proposal is the Public Service Tax Revenues,
the Communications Services Tax Revenues and the Franchise Fees of the Issuer. Issuance of
the Note is estimated to result in an annual average of approximately $1,007,135.06 of revenues
of the Issuer not being available to finance the services of the Issuer during the life of the Note.
This paragraph is provided pursuant to Section 218.385, Florida Statutes.

6. The name and address of the Bank is as follows:
Whitney Bank d/b/a Hancock Bank
113 Designer Circle
Dothan, Alabama 36303
Attn: Steven E. Cole
DATED this 25" day of June, 2015.
WHITNEY BANK D/B/A HANCOCK BANK

By:
Name: Steven E. Cole

Title: Senior Vice President



EXHIBIT D
FORM OF NOTE

THIS SERIES 2015 NOTE MAY ONLY BE TRANSFERRED TO AN AFFILIATE OF WHITNEY
BANK D/B/A HANCOCK BANK OR ANY BANK, TRUST COMPANY, SAVINGS
INSTITUTION, INSURANCE COMPANY OR QUALIFIED INSTITUTIONAL BUYER UNDER
RULE 144A PROMULGATED UNDER THE SECURITIES ACT OF 1933 THAT IS ENGAGED
AS A REGULAR PART OF ITS BUSINESS IN PURCHASING NOTES OR OBLIGATIONS
SIMILAR TO THE NOTE.

Dated Date: June 25, 2015 $2,000,000

CITY OF LAKE WALES, FLORIDA
SUBORDINATE LIEN CAPITAL IMPROVEMENT REVENUE NOTE, SERIES 2015

Maturity Date: July 1, 2017

KNOW ALL MEN BY THESE PRESENTS that the City of Lake Wales, Florida (the
"Issuer"), for value received, promises to pay from the sources hereinafter provided, to the order
of Whitney Bank d/b/a Hancock Bank, or registered assigns (hereinafter, the "Owner"), the
principal sum of $2,000,000 in the amount and on the date described below, together with
interest on the principal balance at a rate of 1.17% per annum, as may be adjusted as described
in Schedule I hereto (the "Note Interest Rate"), such interest to be paid semi-annually on
January 1 and July 1, commencing January 1, 2016. Interest shall be calculated on the basis of
twelve 30-day months and a 360-day year. The interest rate hereon shall be subject to
adjustment and this Note shall be subject to certain other terms as provided in Schedule I
hereto.

Upon the occurrence of an Event of Default, this Note shall bear interest at a rate equal
to the higher of the Note Interest Rate or the Default Rate.

Principal on this Note is payable semi-annually in lawful money of the United States of
America at such place as the Owner may designate to the Issuer in writing pursuant to the
following schedule:

Principal

Payment Date Amount
1/1/2016 $440,000
7/1/2016 439,000

1/1/2017 560,000



7/1/2017 561,000

This Note may be prepaid in whole on any date and in part on any Principal Payment
Date upon ten (10) days’ prior written notice to the Owner at a prepayment price of 100% of the
principal amount being prepaid without any prepayment penalty or fee plus accrued interest to
the date of prepayment. This Note may be prepaid in part in denominations of $1,000 and in
any integral multiple thereof. Prepayments in part shall be applied in inverse order of the
principal installments then due unless the Owner consents in writing to a different application
of such principal prepayment at the time the same is paid to the Owner.

If any date for the payment of principal and interest hereon or the taking of any action
hereunder shall fall on a day which is not a Business Day, the payment due or action to be taken
on such date shall be due on the next succeeding day which is a Business Day, but the Issuer
shall not receive credit for the payment until it is actually received by the Owner.

All payments by the Issuer pursuant to this Note shall apply first to accrued interest,
then to other charges due the Owner, and the balance thereof shall apply to principal.

This Note is issued to finance capital improvements pursuant to the Constitution of the
State of Florida, Chapter 166, Florida Statutes, and other applicable provisions of law (the
"Act"), the Charter of the Issuer, as amended, Resolution No. 2015-__ adopted by the City
Commission of the Issuer on June 16, 2015, (the "Resolution"), and is subject to all the terms and
conditions of the Act and the Resolution. All terms, conditions and provisions of the Resolution
are by this reference thereto incorporated herein as a part of this Note. Terms used herein in
capitalized form and not otherwise defined herein shall have the meanings ascribed thereto in
the Resolution.

THIS NOTE SHALL NOT BE OR CONSTITUTE A GENERAL OBLIGATION OR
INDEBTEDNESS OF THE ISSUER AS "BONDS" WITHIN THE MEANING OF ARTICLE VI],
SECTION 12 OF THE CONSTITUTION OF FLORIDA, BUT SHALL BE PAYABLE SOLELY
FROM THE PLEDGED REVENUES AND FRANCHISE FEES IN ACCORDANCE WITH THE
TERMS OF THE RESOLUTION. NO HOLDER OF THE NOTE ISSUED HEREUNDER SHALL
EVER HAVE THE RIGHT TO COMPEL THE EXERCISE OF ANY AD VALOREM TAXING
POWER TO PAY SUCH NOTE, OR BE ENTITLED TO PAYMENT OF SUCH NOTE FROM
ANY FUNDS OF THE ISSUER EXCEPT FROM THE PLEDGED REVENUES AND FRANCHISE
FEES AS DESCRIBED IN THE RESOLUTION.

This Note is payable solely from and secured by a pledge of the Pledged Revenues and
the Franchise Fees received by the Issuer, junior and subordinate in all respects to the Senior
Lien Debt (as herein defined), in the manner provided in the Resolution. The Pledged Revenues
are currently pledged on a senior lien basis to secure the repayment of the Issuer’s Capital
Improvement Refunding Revenue Note, Series 2003 (the "Series 2003 Note"), the Parity Contract
Obligations related to the Series 2003 Note and the Ascending Lien Capital Improvement



Revenue Note, Series 2013 (the "Series 2013 Note"), and the Franchise Fees are currently pledged
on a senior lien basis to secure the repayment of the Series 2013 Note (collectively, the "Senior
Lien Debt").

This Note may be exchanged or transferred by the Owner hereof only in whole upon the
registration books maintained by the Issuer and in the manner provided in the Resolution.

This Note 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 Note that such Holder 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 Note or the making of any debt service
fund, reserve or other payments provided for in the Resolution.

The Issuer has entered into certain further covenants with the Holders of this Note for
the terms of which reference is made to the Resolution and Schedule I hereto.

It is certified that this Note is authorized by and is issued in conformity with the
requirements of the Act.

IN WITNESS WHEREOF, the City of Lake Wales, Florida, has issued this Note and has
caused the same to be signed by the Mayor and countersigned and attested to by the City Clerk
and its seal to be affixed, impressed, imprinted, lithographed or reproduced hereon, all as of the
25% day of June, 2015.

CITY OF LAKE WALES, FLORIDA
(SEAL)

Mayor

ATTESTED AND COUNTERSIGNED:

City Clerk Clara VanBlargan, MMC



SCHEDULE "T"
Adjustments to Rate of Interest

The Note Interest Rate shall be subject to adjustment by the Registered Owner as
hereinafter described and as provided in the Resolution. In the event of a Determination of
Taxability (as herein defined), the Note Interest Rate shall be adjusted to cause the yield on the
Note to equal what the yield on the Note would have been absent such Determination of
Taxability (the "Taxable Rate") effective retroactively to the date on which such Determination
of Taxability is effective. Immediately upon a Determination of Taxability, the Issuer agrees to
pay to the Registered Owner subject to such Determination of Taxability the Additional
Amount (as herein defined).

"Additional Amount" means (i) the difference between (a) interest on the Note for the
period commencing on the date on which the interest on the Note (or portion thereof) loses its
"tax-exempt" status and ending on the earlier of the date such Note ceased to be outstanding or
such adjustment is no longer applicable to the Note (the "Taxable Period") at a rate equal to the
Taxable Rate and (b) the aggregate amount of interest payable on the Note for the Taxable
Period under the provisions of the Note without considering the Determination of Taxability,
plus (ii) any penalties and interest paid or payable by such Registered Owner to the Internal
Revenue Service by reason of such Determination of Taxability.

"Determination of Taxability" shall mean, with respect to the Note, any determination,
decision or decree by the Commissioner or any District Director of the Internal Revenue Service,
as such officers are identified by the Code (as defined in the Resolution), or any court of
competent jurisdiction, or delivery of an opinion of Bond Counsel, that the interest payable
under the Note is includable in the gross income (as defined in Section 61 of the Code) of the
Registered Owner as a consequence of any act or omission of the Issuer.

The Registered Owner shall promptly notify the Issuer in writing of any adjustments
pursuant hereto. Such adjustments shall become effective as of the effective date of the event
causing such adjustment. Adjustments pursuant hereto may be retroactive. The Registered
Owner shall certify to the Issuer in writing the additional amount, if any, due to the Registered
Owner as a result of an adjustment pursuant hereto. Notwithstanding any provision hereto to
the contrary, in no event shall the interest rate on the Note exceed the maximum rate permitted
by law.
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ENTITY: M19800 - Lake Wales, City of
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ENTITY: M19800 - Lake Wales, City of

Benchmark Group:
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ENTITY: M19800 - Lake Wales, City of
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ENTITY: M19800 - Lake Wales, City of
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ENTITY: M19800 - Lake Wales, City of

Benchmark Group:

Financial Indicator 17

Unfavorable = v

Favorable = 4

o
§ 100.00 ZA’ Trend Information Benchmark Comparison Information
5 80.00 o/" Y1 to Y5 Diff Y5 Entity
= 60.00 % Y2 to Y5 Diff Y5 Bench 0.00%
7 4000% i Y5 Entity to Bench Diff
; 20.00 % Y3 to Y5 Diff y
2 0.00% . . . -
o 2010 2011 2012 2013 2014
vear Benchmark
Trend: . .
Comparison:
|overall Rating: |
Financial Indicator 18 Unfavorable = A Favorable = v
° Zgggg " Trend Information Benchmark Comparison Information
g 40000 L B Y1 to Y5 Diff 14% <5.0000 Low
o _— Y2 to Y5 Diff 5% 5.0000 - 9.4999 Medium
2 7.5000 = , .
= Y3 to Y5 Diff -2% 9.5000 + High
s 7.0000 )
2010 2011 2012 2013 2014
vear Benchmark
Trend: . .
Comparison:

|overall Rating:

(A) Prior to implementation of GASB 54, this data element consists of unreserved fund balance.

3 (GF)
3(G)
4 (GF)
4(G)
4 (P)
5(G)
5(P)
6 (G)
6 (P)

10 (G)

6/2/2015

Recap of Financial Indicators

10 (P)
11 (G)
11 (P)
12
13
14
15 (G)
15 (P)
16 (G)
16 (F)
16 (P)
16 (C)
17
18

Page 8 of 8




ENTITY FINANCIAL DATA

ENTITY: M19800 - Lake Wales, City of
Data .
Data Element Description 2010 2011 2012 2013 2014
Element
01 Change in Net Assets - Gov-Wide - G 846,466 (1,945,583) (894,531) (232,458) (596,771)
02 Beginning Net Assets - Gov-Wide - G 21,584,069 22,430,535 20,484,952 19,590,421 19,252,407
03 Cash and Investments - GF 3,126,578 2,537,675 1,828,779 2,006,117 932,625
04 Cash and Investments - G 9,314,828 6,586,152 5,437,663 6,857,243 4,413,910
05 Current Liabilities - GF 572,800 509,450 468,366 761,700 696,293
06 Current Liabilities - G 1,024,188 707,377 723,668 1,224,660 1,195,193
07 Unassigned/Assigned FB - GF (A) 3,156,347 2,886,041 2,019,214 1,818,466 1,076,439
08 Unassigned/Assigned FB - DSF (A)
09 Unassigned/Assigned FB - CPF (A) 8,219
10 Long-Term Debt - G 17,943,695 16,140,840 14,187,248 14,130,435 12,646,305
11 Intergovernmental Revenues - G 3,143,948 3,320,211 2,327,699 2,322,091 2,567,234
12 Total Revenues - G 15,609,017 14,565,577 13,201,629 13,350,154 14,105,000
13 Debt Service Expenditures - G 1,933,303 2,262,173 2,253,112 2,176,667 2,172,003
14 Total Expenditures - GF 10,696,872 10,949,784 10,725,551 10,631,686 11,400,139
15 Total Expenditures - G 16,088,867 16,450,625 15,232,835 15,190,483 16,821,369
16 Excess Rev Over (Under) Exp - G (479,850) (1,885,048) (2,031,206) (1,840,329) (2,716,369)
17 Cash and Investments - P 2,904,731 4,917,531 5,011,323 5,408,444 4,091,913
18 Current Liabilities - P 2,148,719 2,103,247 2,948,718 2,825,836 3,512,456
19 Unrestricted Net Assets 523,332 1,331,958 993,441 1,402,262 169,003
20 Intergovernmental Revenues - P
21 Total Operating Revenues - P 6,369,480 6,572,185 6,780,641 6,788,155 6,838,198
22 Total Operating Expenses - P 4,644,485 4,356,932 4,619,438 4,835,150 5,133,620
23 Operating Income (Loss) - P 1,724,995 2,215,253 2,161,203 1,953,005 1,704,578
24 Total All Revenues 21,978,497 21,137,762 19,982,270 20,138,309 20,943,198
25 Total All Expenditures/Expenses 20,733,352 20,807,557 19,852,273 20,025,633 21,954,989
26 Capital Assets - G 48,029,185 49,119,226 49,221,152 49,564,495 51,435,040
27 Accumulated Depreciation - G 23,352,738 25,027,135 26,779,479 28,413,242 30,113,999
28 Capital Assets - P 40,298,224 43,691,259 49,143,051 48,337,087 48,686,190
29 Accumulated Depreciation - P 13,569,137 14,591,138 15,603,012 16,580,360 17,763,166
30 Pension Plan Funded Ratio % - General 88.56 88.14 86.48 86.94 91.20
31 Pension Plan Funded Ratio % - Fire 67.60 60.57 56.95 59.99 66.18
32 Pension Plan Funded Ratio % - Police 78.68 76.70 74.76 77.92 85.84
33 Pension Plan Funded Ratio % - Combined
34 OPEB Funded Ratio %
35 Taxable Property Value (in millions) 648.0747 599.1674 564.0083 563.0829 582.4500
36 Population 13,076 14,261 14,323 14,522 14,916
37 Operating Millage Rate 7.3277 7.9998 8.5119 8.5866 8.3638
38 Price Index 1.000 1.052 1.063 1.085 1.108
(A) Prior to implementation of GASB 54, this data element consists of unreserved fund balance.
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ENTITY FINANCIAL INDICATOR RESULTS

ENTITY: M19800 - Lake Wales, City of
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FINANCIAL INDICATORS: 2010 2011 2012 2013 2014
gz;&%‘?ﬂg Ny pssers! 3.92 % 8.67 % 437 % 119 % 310 %
3:?;33;2‘; ?\l“e‘i ﬁzzgged FBA* |5 3679679|s 4,017,317 |$ 2,834,106 2,968,413 | $ 1,124,045
g;‘%?%‘?(;ig;?ui e’*ssfgged FB (A 29.51 % 26.36 % 18.83 % 17.10 % 9.44 %
g;‘%ﬁ?(;gg;{‘u‘i eisfg”ed FB (A 19.62 % 17.59 % 13.26 % 11.97 % 6.40 %
cash & vesuments) 545.84 % 498.12 % 390.46 % 263.37 % 133.94 %
cash & vesuments) 909.48 % 931.07 % 751.40 % 559.93 % 369.31 %
cash & vesuments 135.18 % 233.81 % 169.95 % 191.39 % 116.50 %
gﬁglg&gﬁézﬁgsl 12)-6 694.75 % 480.43 % 428.36 % 541.70 % 314.88 %
gﬁgl%g‘gz‘?&egz enses/12)-p | 75050 % 1354.40 % 1301.80 % 1342.28 % 956.50 %
cutrent Liabilties! 6.56 % 4.86 % 5.48 % 9.17 % 8.47 %
%‘)‘{;‘fgp';f;‘i'r']tée;’evenues o 33.73 % 32.00 % 43.49 % 41.63 % 51.37 %
Long-Term Debt/ Population - G $ 1,372 | $ 1,076 | $ 932 897 [ $ 765
Eigifﬁﬂgg}’ig‘tﬁséﬁﬁggqeg -3.07 % -12.94 % -15.39 % -13.79 % -19.26 %
?&iﬁ%;g;ﬁ?{;"g;&gﬁi’s b 27.08 % 33.71 % 31.87 % 28.77 % 24.93 %
ntergovernmenta) Revenues! 20.14 % 2279 % 17.63 % 17.39 % 18.20 %
'T“;g?g‘:)eerr”a?sgt;gs:r‘:ﬁgseSF/, 0.00 % 0.00 % 0.00 % 0.00 % 0.00 %
%‘;ﬁ%@iﬂj{;‘g_ﬁs'g”ed FB (AY 20.22 % 19.87 % 15.30 % 13.62 % 7.63%
ggtgsg;:;fgﬂ':gtxf:;i/e b 8.22 % 20.27 % 14.65 % 20.66 % 2.47 %
Total Revenues/ Population - G $ 1,194 $ 971 | $ 867 847 | $ 853
?ggl SEiB’;edi'fu’iges”_dg”m/ 12.02 % 13.75 % 14.79 % 14.33 % 12.91%
Total Expenditures/ Population-G | $ 1,230 | $ 1,097 | $ 1,000 964 | $ 1,018
é‘;‘;‘ijtg“;\it:;f_egec'at'onl 48.62 % 50.95 % 54.41 % 57.33 % 58.55 %
é‘;‘;ﬁtg“;\it:;gegrec'a“or'/ 33.67 % 33.40 % 31.75 % 34.30 % 36.49 %
1 10 9% -

geerr';'fg E:;‘;lg;e”:;d Ratio % 88.56 % 88.14 % 86.48 % 86.94 % 91.20 %
: —

Pension Plan Funded Ratio % - Fire 67.60 % 60.57 % 56.95 % 59.99 % 66.18 %
i 10 9% -

iﬁﬂf‘e"” Plan Funded Ratio % 78.68 % 76.70 % 74.76 % 77.92 % 85.84 %

Pension Plan Funded Ratio % -

Combined

OPEB Funded Ratio %

Operating Millage Rate 7.3277 7.9998 8.5119 8.5866 8.3638
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Indicators Using Constant $

(A) Prior to implementation of GASB 54, this data element consists of unreserved fund balance.
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