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The City of Palm Bay, Florida (the “City”), is issuing its Utility System Refunding Revenue Bonds, Series 2003 (the “Series 2003 Bonds”) only in the form
of fully registered bonds in the denomination of $5,000 and integral multiples thereof. The Series 2003 Bonds will be initially issued to and registered in the name
of Cede & Co., as nominee for The Depository Trust Company (“DTC”), New York, New York, which will act as securities depository for the Series 2003 Bonds.
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herein. Wells Fargo Bank, National Association, is also serving as bond registrar with respect to the Series 2003 Bonds (the “Bond Registrar). See “THE SERIES
2003 BONDS - Book-Entry Only System” herein.

The Series 2003 Bonds are being issued pursuant to Chapter 166, Florida Statutes, as amended, and other applicable provisions of law, and Resolution
No. 98-54 of the City, as amended by Resolution No. 2001-22 and by Resolution No. 2003-30 and by Resclution No. 2003-36 and as supplemented by Resolution
2008-40 (collectively, the “Resolution”) to, together with other legally available monies of the City, (i) refund and defease all of the outstanding Utility System
Refunding Revenue Bonds, Series 1994 (Palm Bay Utility Corporation) (the “Refunded Bonds™), and (ii) finance the costs of issuance of the Series 2003 Bonds,
including the financial guaranty insurance premium and Reserve Surety Bond premium. See “PLAN OF REFUNDING” and “ESTIMATED SOURCES AND USES
OF FUNDS” herein.

The Series 2003 Bonds and the interest thereon will be secured by and payable solely from (i) Net Revenues as defined in the Resolution derived from the
ownership, use or operation of the City’s Water and Wastewater System (the “System”), (ii) the Pledged Connection Fees, and (iii} until applied as provided in the
Resolution, amounts on deposit in certain of the funds and accounts established under the Resolution, {co'lectively, the “Series 2003 Pledged Revenues”). The
lien of the Series 2003 Bonds on Net Revenues and the amounts on deposit in certain of the funds and accounts createc pursuant to the Resolution will be on a
parity with the lien thereon of the City’s Utility System Capital Improvement Revenue Bonds, Series 1998 (the “1998 Bonds”), currently outstanding in the
principal amount of $23,145,000, the City’s Utility System Improvement Revenue Bonds Series 2001 (the “2001 Bonds”), currently outstanding in the principal
amount of $21,311,958.45, and the City’s Utility System Refunding Revenue Bonds, Series 2002 (the “2002 Bonds”), currently outstanding in the principal amount
of $5,680,000. The 1998 Bonds, the 2001 Bonds and the 2002 Bonds are collectively referred to as the “Parity Bonds”. The Series 2003 Bonds are also on & parity
with the 2001 Bonds and the 2002 Bonds as to some or all of the Pledged Connection Fees as provided in the Resolution, See “SECURITY FOR THE SERIES
2003 BONDS” herein. -

The Series 2003 Bonds shall be subject to optional redemption as provided herein.

The Series 2003 Bonds shall not be or constitute general obligations or indebtedness of the City as “bonds” within the meaning of any
constitutional, statutory, or charter provision or limitation, but shall be secured solely by a lien upon and pledge of the Series 2003 Pledged
Revenues as provided in the Resolution. The lien upon the Net Revenues for the benefit of the Series 2003 Bonds shall be on a parity with the
lien thereon and a pledge thereof in favor of the Owners of the Parity Bonds, and the lien upon the Pledged Connection Fees for the benefit
of the Series 2003 Bonds shall be on a parity with the lien thereon and pledge thereof in favor of the Owners of the 2001 Bonds and the 2002
Bonds to the extent provided in the Resolution. No Owner of any of the Series 2003 Bonds shall ever have the right to compel the exercise of
the ad valorem taxing power of the City or taxation in any form of any property of or in the City for payment of the Series 2003 Bonds or the
making of any other payments undex the Resolution, and the Series 2003 Bonds shall not constitute a lien upon the System or upon any other
property of or in the City other than the Series 2003 Pledged Revenues in the manner provided in the Resolution.,

The City has received a commitment from MBIA Insurance Corporation to issue its financial guaranty insurance policy insuring the payment of principal of
(either at the stated maturity or by an advancement of maturity pursuant to a mandatory sinking fund payment) and interest, when due, on the Series 2003 Bonds.
For adiscussion of the terms and provisions of such policy, including the limitations thereof, see “FINANCIAL GUARANTY INSURANCE?” herein and Appendix D

hereto. MBlLAa

MATURITIES, AMOUNTS, INTEREST RATES, YIELDS AND INITIAL CUSIP

$47,875,000 Serial Bonds

Prinecipal Interest Initial Principal Interest Initial

Maturity Amount Rate Yield CusIp Maturity Amount Rate Yield CUSIP
2004 $1,040,000 3.00% 1.15% 696471 DN 8 2012 $2,210,000 4.00% 3.71% 696471 DZ 1
2005 1,025,000 3.00 145 696471 DP 3 2013 2,295,000 5.00 3.93 696471 EA 5
2005 745,000 2.25 1.45 696471DQ 1 2014 2,415,000 5.00 4.05 696471 EB 3
2006 600,000 3.00 191 696471 DR 9 2015 2,530,000 4.00 4.15 696471 EC 1
2006 1,220,000 2.50 191 696471 DS 7 2016 2,640,000 5.00 4.21 696471 ED 9
2007 1,125,000 3.00 2.33 696471 DT 5 2017 2,775,000 5.00 4.30 696471 EE 7
2007 740,000 2.75 2.33 696471 DU 2 2018 2,910,000 5.00 4.39 696471 EF 4
2008 1,920,000 3.00 2.68 696471 DV 0 2019 3,610,000 5.00 4.47 696471 EG 2
2009 1,975,000 3.25 3.00 696471 DW 8 2020 3,795,000 5.00 4.56 696471 EH 0
2010 2,040,000 4.00 3.33 696471 DX 6 2021 3,980,000 4.50 4.65 696471 EJ 6
2011 2,125,000 4.00 3.58 696471 DY 4 2022 4,160,000 4.50 4.70 696471 EK 3

(Plus Accrued Interest From July 15, 2003)

This cover page contains certain information for quick reference only. It is not a summary of the Series 2003 Bonds. Investors must read the entire Official
Statement to obtain information essential to the making of an informed investment decision.

The Series 2003 Bonds are offered when, as and if issued and accepted by the Underwriters subject to the approval of legality by Squire, Sanders & Dempsey
L.L.P., Tampa, Florida, Bond Counsel. Certain other legal matters will be passed on for the City by its Counsel, Nicholas F. Tsamoutales, Esquire, Palm Bay,
Florida, and by Akerman Senterfitt, Orlando, Florida, Disclosure Counsel. Kirkpatrick Pettis, Orlando, Florida is serving as financial advisor to the City. The
Series 2003 Bonds are expected to be delivered through the facilities of DTC in New York, New York on or about July 31, 2003.

William R. Hough & Co. Banc of America Securities LLC

Dated July 25, 2003
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No dealer, broker, salesman or other person has been authorized by the City or the Underwriters to give any
information or to make any representations with respect to the Series 2003 Bonds other than as contained in this
Official Statement, and if given or made such other information or representations must not be relied upon as having
been authorized by any of the foregoing. This Official Statement does not constitute an offer to sell or the
solicitation of an offer to buy nor shall there be any sale of the Series 2003 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 sources which are believed to be reliable and is in a form deemed final by the City for the
purpose of Rule 15c2-12 under the Securities Exchange Act of 1934, as amended. This information is not
guaranteed as to accuracy and is not to be construed as a representation of such by the City or the Underwriters. The
information and expressions of opinion stated herein are subject to change without notice, and neither the delivery of
this Official Statement nor any sale made hereunder shall under any circumstances create any implication that there
has been no change in the information or opinions set forth herein after the date of this Official Statement.

The information set forth herein has been obtained from the City, MBIA Insurance Corporation, DTC, the
Bank and other sources that are believed to be reliable, but is not guaranteed as to accuracy or completeness by and
is not to be construed as a representation by the Underwriters. The Underwriters listed on the cover page hereof
have reviewed the information in this Official Statement in accordance with and as part of their responsibilities to
investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the
Underwriter do not guarantee the accuracy or completeness of such information. Any statements in the Official
Statement involving estimates, assumptions and matters of opinion, whether or not so expressly stated, are intended
as such and not as representations of fact, and the City expressly makes no representation that such estimates,
assumptions and opinions will realized or fulfilled. The information, estimates, assumptions and expressions of
opinion stated herein are subject to change, and neither the delivery of this Official Statement nor any sale made
hereunder shall create, under any circumstances, any implication that there has been no change in the matters
described herein since the date hereof.

All summaries herein of documents and agreements are qualified in their entirety by reference to such
documents and agreements, and all summaries herein of the Series 2003 Bonds are qualified in their entirety by
reference to the form thereof included in the aforesaid documents and agreements.

NO REGISTRATION STATEMENT RELATING TO THE SERIES 2003 BONDS HAS BEEN FILED
WITH THE SECURITIES AND EXCHANGE COMMISSION (THE “COMMISSION”) OR WITH ANY STATE
SECURITIES COMMISSION. IN MAKING ANY INVESTMENT DECISION, INVESTORS MUST RELY ON
THEIR OWN EXAMINATIONS OF THE CITY AND THE TERMS OF THE OFFERING, INCLUDING THE
MERITS AND RISKS INVOLVED. THE SERIES 2003 BONDS HAVE NOT BEEN APPROVED OR
DISAPPROVED BY THE COMMISSION OR ANY STATE SECURITIES COMMISSION OR REGULATORY
AUTHORITY, NOR HAS THE COMMISSION OR ANY STATE SECURITIES COMMISSION OR
REGULATORY AUTHORITY PASSED UPON THE ACCURACY OR ADEQUACY OF THIS OFFICIAL
STATEMENT. ANY REPRESENTATION TO THE CONTRARY MAY BE A CRIMINAL OFFENSE.
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SUMMARY STATEMENT

This Summary Statement, being part of the Official Statement, is subject to the more complete information
contained herein and should not be considered to be a complete statement of the facts material to making an
investment decision. The offering by the City of Palm Bay, Florida, of its $47,875,000 Utility System Refunding
Revenue Bonds, Series 2003 (the "Series 2003 Bonds"), to potential investors is made only by means of the entire
Official Statement. No person is authorized to detach this Summary Statement from the Official Statement or
otherwise use it without the entire Official Statement. Capitalized terms used but not defined in this Summary
Statement shall have the same meaning as in the Resolution (as hereinafter defined), unless the context would
clearly indicate otherwise. See "Form Of The Resolution" — Appendix B hereto.

The City and The System

The City: The City of Palm Bay, Florida (the "City") was incorporated January 16, 1960 and is located on
the central east coast of Florida approximately 75 miles southeast of Orlando. The City had an estimated 2002
population of 82,611.

The System: The City's water and wastewater system (the "System") is operated as a separate department
of the City. The City's existing water system is comprised of a water supply, treatment, transmission and localized
distribution facilities which, during Fiscal Year 2002, provided service to approximately 22,331 accounts, which
represents approximately 25,215 Equivalent Residential Connections (ERCs). The current area served by the water
system is approximately 34 square miles. The City's existing wastewater system includes connection, transmission,
treatment and effluent disposal facilities and during Fiscal Year 2002 provided service to approximately 10,155
accounts or approximately 12,684 ERCs. The cuirent service area of the wastewater system is approximately
17 square miles.

For additional information concerning the City, see Appendices A and C hereto. For additional information
concerning the System, see "THE SYSTEM" herein.

The Series 2003 Bonds

The City will issue the Series 2003 Bonds only in the form of fully registered bonds in the denomination of
$5,000 or any integral multiple thereof. Interest on the Series 2003 Bonds is payable semi-annually on each April 1
and October 1, commencing October 1, 2003. The Series 2003 Bonds will be initially issued to and registered in the
name of Cede & Co., as nominee for The Depository Trust Company ("DTC"), New York, New York, which will
act as securities depository for the Series 2003 Bonds. The Series 2003 Bonds will be available to purchasers under
the book-entry systern maintained by DTC through brokers and dealers who are or act through Direct Participants.
Purchasers of beneficial interests in the Series 2003 Bonds will not receive physical delivery of the Series 2003
Bonds, but will be Beneficial Owners (and not registered owners) of the Series 2003 Bonds. For so long as any
purchaser is the Beneficial Owner of a Series 2003 Bond, such purchaser must maintain an account with a broker or
dealer who is, or acts through, a Direct Participant in order to receive payment of principal of, premium, if any, and
interest on such Series 2003 Bonds. The principal and interest of the Series 2003 Bonds will be paid by Wells
Fargo Bank, National Association, Minneapolis, Minnesota, as paying agent directly to DTC as the registered owner
thereof. Disbursements of such payments to the Direct Participants is the responsibility of DTC and disbursement of
such payments to the Beneficial Owners is the responsibility of Direct Participants and Indirect Participants, as more
fully described herein. See "THE SERIES 2003 BONDS - Book-Entry Only System" herein.

Certain of the Series 2003 Bonds are subject to optional and mandatory sinking fund redemption prior to
maturity as set forth herein. See "THE SERIES 2003 BONDS-Redemption” herein.



Purpose of the Series 2003 Bonds

The Series 2003 Bonds are being issued pursuant to Chapter 166, Florida Statutes, as amended, and other
applicable provisions of law, and Resolution No. 98-54 of the City, as amended by Resolution No. 2001-22 and by
Resolution No. 2003-30 and by Resolution No. 2003-36 and as supplemented by Resolution 2003-40 (collectively,
the “Resolution”) to, together with other legally available monies of the City, (i) refund and defease all of the
outstanding Utility System Refunding Revenue Bonds, Series 1994 (Palm Bay Utility Corporation) (the “Refunded
Bonds™), and (ii) finance the costs of issuance of the Series 2003 Bonds, including the financial guaranty insurance
premium and Reserve Surety Bond premium. See “PLAN OF REFUNDING” and “ESTIMATED SOURCES AND
USES OF FUNDS” herein.

Security for the Series 2003 Bonds

The Series 2003 Bonds and the interest thereon will be secured by and payable solely from (i) Net
Revenues as defined in the Resolution derived from the ownership, use or operation of the City’s Water and
Wastewater System (the “System”), (ii) the Pledged Connection Fees, and (iii) until applied as provided in the
Resolution, amounts on deposit in certain of the funds and accounts established under the Resolution, (collectively,
the “Series 2003 Pledged Revenues™). The lien of the Series 2003 Bonds on Net Revenues and the amounts on
deposit in certain of the funds and accounts created pursnant to the Resolution will be on a parity with the lien
thereon of the City’s Utility System Capital Improvement Revenue Bonds, Series 1998 (the “1998 Bonds™),
currently outstanding in the principal amount of $23,145,000, the City’s Utility System Improvement Revenue
Bonds Series 2001 (the “2001 Bonds™), currently outstanding in the principal amount of $21,311,958.45, and the
City’s Utility System Refunding Revenue Bonds, Series 2002 (the “2002 Bonds™), currently outstanding in the
principal amount of $5,680,000 (the 1998 Bonds, the 2001 Bonds and the 2002 Bonds are collectively referred to as
the “Parity Bonds™). The Series 2003 Bonds are also on a parity with the 2001 Bonds and the 2002 Bonds as to the
lien on some or all of the Pledged Connection Fees. See “SECURITY FOR THE SERIES 2003 BONDS” herein

The Series 2003 Bonds shall not be or constitute general obligations or indebtedness of the City as
“bonds” within the meaning of any constitutional, statutory, or charter provision or limitation, but shall be
secured solely by a lien upon and pledge of Series 2003 Pledged Revenues as provided in the Resolution. The
lien upon the Net Revenues for the benefit of the Series 2003 Bonds shall be on a parity with the lien thereon
and a pledge thereof in favor of the Owners of the Parity Bonds, and the lien upon the Pledged Connection
Fees for the benefit of the Series 2003 Bonds shall be on a parity with the lien thereon and pledge thereof in
favor of the Owners of the 2001 Bonds and the 2002 Bonds to the extent provided in the Resolution. No
Owner of any of the Series 2003 Bonds shall ever have the right to compel the exercise of the ad valorem
taxing power of the City or taxation in any form of any property of or in the City for payment of the Series
2003 Bonds or the making of any other payments under the Resolution, and the Series 2003 Bonds shall net
constitute a lien upon the System or upon any other property of or in the City other than the Series 2003
Pledged Revenues in the manner provided in the Resolution.

Rate Covenant

The City has covenanted in the Resolution, among other matters, to the extent permitted by law, to impose
such rates and collect such fees, rates or other charges for the products, services and facilities of the System, and
revise the same from time to time, whenever necessary, as will always provide in each Fiscal Year Net Revenues at
least equal to the amount required by either (A) or (B): (A) Net Revenues shall at least be equal to (1) 110% of
(a) all payments of principal and interest on all Bonds becoming due and payable in such Fiscal Year less (b) an
amount equal to the Main Line Extension Charges Debt Service Component for such Fiscal Year; (2) 100% of any
amounts required to be deposited in the Reserve Fund or paid pursuant to any Reserve Fund Credit Facility
Indebtedness in such Fiscal Year; (3) 100% of any amounts required to be paid with respect to any Subordinate
Obligations in such Fiscal Year; and (4) together with the amounts on deposit in the Pledged Main Line Extension
Account, 110% of all payments of principal and interest on all Bonds becoming due and payable in such Fiscal
Year, or (B) Net Revenues in such Fiscal Year, together with the amount actually on deposit in the Pledged Water
Connection Fee Account and Pledged Sewer Connection Fee Account and available to pay the Water Connection
Fee Debt Service Component and Sewer Connection Fee Debt Service Component of Debt Service on Bonds shall
at least be equal to (1) 120% of (a) all payments of principal and interest on all Bonds becoming due and payable in
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such Fiscal Year less (b) an amount equal to the Main Line Extension Charges Debt Services Component for such
Fiscal Year; (2) 100% of any amounts required to be deposited in the Reserve Fund or paid pursuant to any Reserve
Fund Credit Facility Indebtedness in such Fiscal Year; (3) 100% of any amount required to be deposited into the
Subordinate Obligations Fund in such Fiscal Year; and (4) together with the amounts on deposit in the Pledged Main
Line Extension Account, 120% of all payments of principal and interest on all Bonds becoming due and payable in
such Fiscal Year; provided that, for purposes of this (B), Net Revenues in such Fiscal Year, shall at least equal 100%
of (i) the payments of principal and interest on all Bonds becoming due and payable in such Fiscal Year and (i) all
Reserve Fund Credit Facility Indebtedness becoming due and payable in such Fiscal Year.

Redemption

The Series 2003 Bonds maturing on or after October 1, 2015 are subject to optional redemption on or after
October 1, 2013 at the redemption price described herein. See "THE SERIES 2003 BONDS—Redemption” herein.

Additional Bonds

Upon compliance with certain requirements set forth in the Resolution, the City may issue Additional
Bonds payable on a parity (except as otherwise provided in the Resolution or the Subsequent Resolution pursuant to
which such Additional Bonds are issued) with the Series 2003 Bonds and the Parity Bonds. The Series 2003 Bonds
and the Parity Bonds and any Additional Bonds issued pursuant to the Resolution are hereinafter referred to as the
"Bonds.” See "SECURITY FOR THE SERIES 2003 BONDS - Additional Bonds" herein.

Financial Guaranty Insurance

The City has received a commitment from MBIA Insurance Corporation ("MBIA" or the "Insurer") to issue
its financial guaranty insurance policy insuring the payment of principal of (either at the stated maturity cr by an
advancement of maturity pursuant to a mandatory sinking fund payment) and interest, when due, on the Series 2003
Bonds. For a discussion of the terms.and provisions of such policy, including the limitations thereof, see
"FINANCIAL GUARANTY INSURANCE" herein and Appendix D hereto.

Professionals

Wells Fargo Bank, National Association, Minneapolis, Minnesota, will serve as both Registrar and Paying
Agent pursuant to the Resolution and as Escrow Agent pursuant to the Escrow Agreement.

Squire, Sanders & Dempsey L.L.P, Tampa, Florida, is serving as Bond Counsel. Nicholas F. Tsamoutales,
Esq., Palm Bay, Florida, is the City Attorney, and Akerman, Senterfitt, Orlando, Florida, is serving as Disclosure
Counsel to the City.

Delivery of the Series 2003 Bonds

It is anticipated that the Series 2003 Bonds will be delivered through the facilities of DTC, New York, New
York on or about July 31, 2003.

Continuing Disclosure

The City has agreed and undertaken, for the benefit of the Holders of the Series 2003 Bonds, to provide
certain financial information and operating data relating to the City, the System and the Series 2003 Bonds and
notice of certain enumerated events pursuant to Rule 15¢2-12 promulgated under the Securities Exchange Act of
1934. See "CONTINUING DISCLOSURE" herein and Appendix F hereto.
Additional Information

This Official Statement speaks only as of its date and the information contained herein is subject to change.

Descriptions of the Series 2003 Bonds, and other agreements and documents contained herein constitute summaries
of certain provisions thereof and do not purport to be complete. Reference is made to the Resolution, and such other
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agreements and documents for a more complete description of such provisions. The form of the Resolution is
attached as Appendix B hereto.

Investors should contact the office of the City Clerk at (321) 952-3400 or by mail at City Hall, 120 Malabar
Road, S.E., Palm Bay, Florida 32907-3009, to obtain copies of the Resolution or basic documentation or with
questions concerning this Official Statement for the Series 2003 Bonds.

Except to the extent otherwise indicated, information contained in this Official Statement was compiled by
the City.

Miscellaneous

The references, excerpts and summaries of all documents referred to herein do not purport to be complete
statements of the provisions of such documents, and reference is directed to all such documents for full and
complete statements of all matters of fact relating to the Series 2003 Bonds, the security for the payment of the
Series 2003 Bonds, and the rights and obligations of holders thereof.

The information contained in this Official Statement involving matters of opinion or estimates, whether or
not so expressly stated, are set forth as such and not as representations of fact, and no representation is made that any
of the estimates will be realized. Neither this Official Statement nor any statement which may have been made
verbally or in writing is to be construed as a contract with the holders of the Series 2003 Bonds.

{END OF SUMMARY STATEMENT]
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OFFICIAL STATEMENT
$47,875,000
CITY OF PALM BAY, FLORIDA
UTILITY SYSTEM REFUNDING REVENUE BONDS
SERIES 2003

INTRODUCTION

The purpose of this Official Statement, including the cover page and all appendices, is to set forth certain
information in connection with the issuance and sale by the City of Palm Bay, Florida (the City”) of its $47,875,000
aggregate principal amount of Utility System Refunding Revenue Bonds, Series 2003 (the “Series 2003 Bonds™).

The Series 2003 Bonds are being issued pursuant to Chapter 166, Florida Statutes, as amended, Resolution
No. 98-54 of the City, as amended by Resolution No. 2001-22, and by Resolution No. 2003-30, and by Resolution
2003-36, and as supplemented by Resolution No. 2003-40 (collectively, the “Resolution™) to, together with other
legally available monies of the City, (i) refund and defease all of the outstanding Utility System Refunding Revenue
Bonds, Series 1994 (Palm Bay Utility Corporation) (the “Refunded Bonds™) and (ii) finance the costs of issuance of
the Series 2003 Bonds, including the financial guaranty insurance premium and Reserve Surety Bond (as hereinafter
defined) premium. See “PLAN OF REFUNDING” and “ESTIMATED SOURCES AND USES OF FUNDS”
herein.

The Series 2003 Bonds and the interest thereon will be secured by and payable solely from (i) Net
Revenues as defined in the Resolution derived from the ‘ownership, use or operation of the City’s Water and
Wastewater System (the “System”), (ii) the Pledged Connection Fees, and (iii) until applied as provided in the
Resolution, amounts on deposit in certain of the funds and accounts established under the Resolution, (collectively,
the “Series 2003 Pledged Revenues”). The lien of the Series 2003 Bonds on Net Revenues and the amounts on
deposit in certain of the funds and accounts created pursuant to the Resolution is on a parity with the lien thereon of
the City’s Utility System Capital Improvement Revenue Bonds, Series 1998, currently outstanding in the principal
amount of $23,145,000 (the “1998 Bonds™), the City’s Utility System Improvement Revenue Bonds, Series 2001,
currently outstanding in the principal amount of $21,311,958.45 (the <2001 Bonds™) and the City’s Utility System
Refunding Revenue Bonds, Series 2002 (the “2002 Bonds™), currently outstanding in the principal amount of
$5,680,000. The 1998 Bonds, the 2001 Bonds and the 2002 Bonds are collectively referred to as the “Parity
Bonds”. The Series 2003 Bonds are on a parity with the 2001 Bonds and the 2002 Bonds as to the lien on some or
all of the Pledged Connection Fees. See SECURITY FOR THE SERIES 2003 BONDS” herein.

The Series 2003 Bonds shall not be or constitute general obligations or indebtedness of the City as
“bonds” within the meaning of any constitutional, statutory, or charter provision or limitation, but shall be
secured solely by a lien upon and pledge of the Series 2003 Pledged Revenues as provided in the Resolution.
The lien upon the Net Revenues for the benefit of the Series 2003 Bonds shall be on a parity with the lien
thereon and a pledge thereof in favor of the Owners of the Parity Bonds, and the lien upon the Pledged
Connection Fees for the benefit of the Series 2003 Bonds shall be on a parity with the lien thereon and pledge
thereof in favor of the Owners of the 2001 Bonds and the 2002 Bonds to the extent provided in the Resolution.
No Owner of any of the Series 2003 Bonds shall ever have the right to compel the exercise of the ad valorem
taxing power of the City or taxation in any form of any property of or in the City for payment of the Series
2003 Bonds or the making of any other payments under the Resolution, and the Series 2003 Bonds shall not
constitute a lien upon the System or upon any other property of or in the City other than the Series 2003
Pledged Revenues in the manner provided in the Resolution.

This Official Statement speaks only as of its date and the information contained herein is subject to change.

Capitalized terms used but not defined herein have the same meanings as when used in the Resolution
unless the context clearly indicates otherwise. Complete descriptions of the terms and conditions of the Series 2003
Bonds are set forth in the Resolution, the form of which is attached to this Official Statement as Appendix B.

The description of the Series 2003 Bonds, the documents authorizing and securing the same, and the
information from various reports and statements contained herein are not comprehensive or definitive. All
references herein to such documents, reports and statements are qualified by the entire, actual content of such



documents, reports and statements. Copies of such documents, reports and statements referred to herein that are not
included in their entirety in this Official Statement may be obtained, after payment of applicable copying and
mailing costs, from the City of Palm Bay, at City Hall, 120 Malabar Road, S.E., Palm Bay, Florida 32907,
Attention: City Clerk (321) 952-3400.

PURPOSE OF THE SERIES 2003 BONDS

Series 2003 Bonds are being issued pursuant to Chapter 166, Florida Statutes, as amended, and other
applicable provisions of law, and the Resolution to, together with other legally available monies of the City,
(i) refund and defease all of the outstanding Utility System Refunding Revenue Bonds, Series 1994 (Palm Bay
Utility Corporation) (the “Refunded Bonds™) and (ii) finance the costs of issnance of the Series 2003 Bonds,
including the financial guaranty insurance premium the Reserve Surety Bond premium. See “PLAN OF
REFUNDING” and “ESTIMATED SOURCES AND USES OF FUNDS” herein.

PLAN OF REFUNDING

The Refunded Bonds, as of the date of delivery of the Series 2003 Bonds, will be outstanding in the
aggregate principal amount of $48,185,000. To effect the refunding of the Refunded Bonds, the City will enter into
an escrow deposit agreement (the “Escrow Agreement”) with Wells Fargo Bank, National Association, as escrow
agent (the “Escrow Agent”). Pursuant to the terms of the Escrow Agreement, the City will deposit with the Escrow
Agent a portion of the proceeds of the Series 2003 Bonds and other legally available monies. Such moneys will be
applied on the date of delivery of the Series 2003 Bonds to the purchase of direct obligations of the United States of
America (the “Federal Securities”). The Federal Securities shall mature at such times and in such amounts as shall
be sufficient to pay the principal of, applicable redemption premium and interest on such Refunded Bonds on the
redemption date of October 1, 2003. The Refunded Bonds maturing October 1, 2004 and thereafter are subject to
redemption on October 1, 2003 at a redemption price of 102% of the principal amount thereof plus accrued interest
to the redemption date. Upon deposit of such moneys into the escrow deposit account (the “Escrow Account™) as
provided in the Escrow Agreement and certain other requirements, including:receipt by the City of the verification
report of Causey Demgen & Moore Inc. as o the sufficiency of the moneys deposited with the Escrow Agent to pay
the principal of, applicable premium, and interest on the Refunded Bonds on October 1, 2003, in the opinion of
Bond Counsel, the lien of the holders of the Refunded Bonds on the Pledged Revenues pledged to such holders will
no longer be in effect with respect to said Refunded Bonds.

THE SERIES 2003 BONDS
General Description

The Series 2003 Bonds will be issued as fully registered bonds in the denomination of $5,000 each or
integral multiples thereof and will be initially registered in the name of Cede & Co., as nominee of DTC, New York,
New York, which will act as securities depository for the Series 2003 Bonds. Unless the book-entry system is
discontinued as described herein, individual purchases of the Series 2003 Bonds will be made in book-entry form
only, and the purchasers will not receive physical delivery of the Series 2003 Bonds or any certificate representing
their beneficial ownership interests in the Series 2003 Bonds. See “Book-Entry Only System™ below.

Interest on the Series 2003 Bonds is payable on October 1, 2003 and on each April 1 and October 1
thereafter until maturity or redemption. Amounts due on the Series 2003 Bonds will be paid to Cede & Co., as
nominee for DTC, as registered owner of the Series 2003 Bonds, to be subsequently disbursed to Direct Participants
and Indirect Participants and thereafter to the Beneficial Owners of the Series 2003 Bonds.

Redemption

Optional Redemption of Series 2003 Bonds

The Series 2003 Bonds maturing on or prior to October 1, 2014, are not redeemable prior to their respective
maturities. The Series 2003 Bonds maturing on or after October 1, 2015, are subject to optional redemption prior to
their maturities on or after October 1, 2013, at the option of the City in whole or in part at any time, in such manner
as shall be determined by the City and by lot within a maturity if less than a full maturity from any legally available



moneys at a redemption price equal to the principal amount to be redeemed, together with accrued interest to the
redemption date.

Redemption Notice and Effect of Redemption

Notice of redemption shall be given by the Bond Registrar not less than thirty (30) nor more than sixty (60)
days prior to the date fixed for redemption by first-class mail, postage prepaid, to the Paying Agent for the Bonds to
be redeemed and to the registered Owner of each Bond to be redeemed, at the address of such registered Owner on
the registration books maintained by the Bond Registrar as of the fifth Business Day prior to the date such notice is
given (and, for any owner of $1,000,000 or more in principal amount of Bonds, to one additional address if written
request therefore is provided to the Bond Registrar prior to the Record Date); and a second notice of redemption
shall be sent by registered or certified mail at such address to any owner who has not submitted his Bond to the
Paying Agent for payment on or before the date sixty (60) days following the date fixed for redemption of such
Bond. .

Failure to give notice by mailing to the Owner of any Series 2003 Bonds designated for redemption shall
not affect the validity of the proceedings for the redemption of any other Series 2003 Bonds as to which notice was
given. Failure of any Owner of any Series 2003 Bonds to receive any notice of redemption given as hereinabove
described shall not affect the validity of the proceedings for the redemption of such Series 2003 Bonds.

On the date designated for redemption, notice having been given in the manner hereinabove described, the
Series 2003 Bonds so called for redemption shall be due and payable and, moneys for payment of the redemption
price being held in separate accounts by the Chief Financial Officer or the Paying Agent in trust for the holders of
the Series 2003 Bonds to be redeemed, interest on the Series 2003 Bonds so called for redemption shall cease to
accrue, such Series 2003 Bonds shall cease to be entitled to any lien, benefit or security under the Resolution, and
the holders of such Series 2003 Bonds shall have no rights in respect thereof except to receive payment of the
redemption price thereof.

Book-Entry Only System

The information set forth under this caption concerning DTC and DTC’s book-entry system has
been obtained from sources the City believes to be reliable, but the City takes no responsibility for the
accuracy thereof.

The Series 2003 Bonds will be issued as fully registered bonds without coupons. DTC, New York, New
York, will act as securities depository for the Series 2003 Bonds. The Series 2003 Bonds will be issued as fully
registered securities registered in the name of Cede & Co. (DTC’s partnership nominee). One fully registered Series
2003 Bond will be issued for the Series 2003 Bonds. Individual purchases of beneficial ownership interests will be
made in book-entry form only, in the principal amount of $5,000 or any integral multiple thereof. Beneficial owners
of the Series 2003 Bonds will not receive physical delivery of Series 2003 Bonds.

DTC, the world’s largest depository, is a limited purpose trust company organized under the New York
Banking Law, a “banking organization™ within the meaning of the New York Banking Law, a member of the
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code,
and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of
1934. DTC holds and provides asset servicing for over two (2) million issues of U.S. and non-U.S. equity issues,
corporate and municipal debt issues and money market investments from over eighty-five (85) countries that
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, in turn, is owned by a number of
Direct Participants of DTC and Members of the National Securities Clearing Corporation, Government Securities
Clearing Corporation, MBS Clearing Corporation, and Emerging Markets Clearing Corporation, (NSCC, GSCC,
MBSCC, and EMCC, also subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the American
Stock Exchange LLC, and the National Association of Securities Dealers, Inc. 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 Participants are on file with the Securities and Exchange Commission. More information about DTC can be
found at www.dtcc.com.

Purchases of Series 2003 Bonds under the DTC system must be made by or through Direct Participants,
which will receive a credit for the Series 2003 Bonds on DTC’s records. The ownership interest of each actual
purchaser of each Series 2003 Bond (“Beneficial Owner™) is in turn to be recorded on the Direct and Indirect
Participant’s records. Beneficial Owners will not receive written confirmation from DTC of their transaction, but
Beneficial Owners are expected to receive written confirmation providing details of the transaction, as well as
periodic statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner
entered into the transaction. Transfers of ownership interests in the Series 2003 Bonds are to be accomplished by
entries made on the books of Participants acting on behalf of Beneficial Owners. Beneficial Owners will not receive
certificates representing their ownership interest in Series 2003 Bonds, except in the event that use of the book-entry
system for the Series 2003 Bonds is discontinued.

To facilitate subsequent transfers, all Series 2003 Bonds deposited by Participants with DTC are registered
in the name of DTC’s partnership nominee, Cede & Co. The deposit of Series 2003 Bonds with DTC and their
registration in the name of Cede & Co. effect no change in beneficial ownership. DTC has no knowledge of the
actual Beneficial Owners of the Series 2003 Bonds, DTC’s records reflect only the identity of the Direct Participants
to whose accounts such Series 2003 Bonds are credited, which may or may not be the Beneficial Owners. The
Direct and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.
Beneficial Owners of Series 2003 Bonds may wish to take certain steps to augment the transmission to them of
notices of significant events with respect to the Series 2003 Bonds, such as redemptions, teaders, defaults, and
proposed amendments to the security documents. For example, Beneficial Owners of Series 2003 Bonds may wish
to ascertain that the nominee holding the Series 2003 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 registrar and request that copies of notices be provided directly to them.

Redemption notices shall be sent to DTC. If less than all of the Series 2003 Bonds 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 Series
2003 Bonds. Under its usual procedures, DTC will mail an Omnibus Proxy to the City as soon as possible after the
record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to
whose accounts the Series 2003 Bonds are credited on the record date (identified in a listing attached to the Omnibus
Proxy).

Principal and interest payments on the Series 2003 Bonds will be made to Cede & Co. or such other
nominee as may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct
Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from the City or the
Paying Agent on the 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, DTC’s nominee, the Paying Agent, or the City, subject to any
statutory or regulatory requirements as may be in effect from time to time. Payment of principal, and interest to
Cede & Co. (or such other nominee as may be requested by an authorized representative of DTC) is the
responsibility of the City or the Paying Agent, disbursement of such payments to Direct Participants shall be the
responsibility of DTC, and disbursement of such payments to the Beneficial Owners shall be the responsibility of
Direct and Indirect Participants.



DTC may discontinue providing its services as depository with respect to the Series 2003 Bonds at any
time by giving reasonable notice to City or paying agent. Under such circumstances, in the event that a successor
depository is not obtained, Series 2003 Bonds certificates are required to be printed and delivered.

The City may decide to discontinue use of the system of book-entry transfers through DTC (or a successor
securities depository). In that event Series 2003 Bonds certificates will be printed and delivered.

SO LONG AS CEDE & CO. IS THE REGISTERED OWNER OF THE SERIES 2003 BONDS, AS
NOMINEE OF DTC, REFERENCES HEREIN TO THE HOLDER OF THE SERIES 2003 BOND OR
REGISTERED OWNERS OF THE SERIES 2003 BONDS SHALL MEAN DTC AND SHALL NOT MEAN THE
BENEFICIAL OWNERS OF THE SERIES 2003 BONDS.

The City can make no assurances that DTC will distribute payments of principal of, redemption price, if
any, or interest on the Series 2003 Bonds to the Direct Participants, or that Direct and Indirect Participants will
distribute payments of principal of, redemption price, if any, or interest on the Series 2003 Bonds or redemption
notices to the Beneficial Owners of such Series 2003 Bonds or that they will do so on a timely basis, or that DTC or
any of its Participants will act in a manner described in this Official Statement. The City is not responsible or liable
for the failure of DTC to make any payment to any Direct Participant or failure of any Direct or Indirect Participant
to give any notice or make any payment to a Beneficial Owner in respect to the Series 2003 Bonds or any error or
delay relating thereto.

The rights of holders of beneficial interests in the Series 2003 Bonds and the manner of transferring or
pledging those interests is subject to applicable state law. Holders of beneficial interests in the Series 2003 Bonds
may want to discuss the manner of transferring or pledging their interest in the Series 2003 Bonds with their legal
advisors.

In the event the book-entry system is terminated, the. transfer and exchange of Series 2003 Bonds shall be
accomplished as described in Appendix B “Form of the Resolution.”

SECURITY FOR THE SERIES 2003 BONDS

~General

The Series 2003 Bonds and the interest thereon will be secured by and payable solely from (i) Net
Revenues as defined in the Resolution derived from the ownership, use or operation of the City’s Water and
Wastewater System (the “System”), (ii) the Pledged Connection Fees, and (iii) until applied as provided in the
Resolution, amounts on deposit in certain of the funds and accounts established under the Resolution (other than the
Operation and Maintenance Fund, the Rebate Fund and except to the extent moneys in an account in the Reserve
Fund are pledged only to a particular Series of Bonds) (collectively, the “Series 2003 Pledged Revenues”). The lien
of the Series 2003 Bonds on Net Revenues and the amounts on deposit in certain of the funds and accounts created
pursuant to the Resolution is on a parity with the lien thereon of the Parity Bonds. The Series 2003 Bonds are on a
parity with the 2001 Bonds and the 2002 Bonds as to the lien on some or all of the Pledged Connection Fees. The
Series 2003 Bonds do not have a lien upon the Main Line Extension Charges.

The Series 2003 Bonds shall not be or constitute general obligations or indebtedness of the City as
“bonds” within the meaning of any constitutional, statutory, or charter provision or limitation, but shall be
secured solely by a lien upon and pledge of the Series 2003 Pledged Revenues as provided in the Resolution.
The lien upon the Net Revenues for the benefit of the Series 2003 Bonds shall be on a parity with the lien
thereon and a pledge thereof in favor of the Owners of the Parity Bonds, and the lien upon the Pledged
Connection Fees for the benefit of the Series 2003 Bonds shall be on a parity with the lien thereon and pledge
thereof in favor of the Owners of the 2001 Bonds and the 2002 Bonds to the extent provided in the Resolution.
No Owner of any of the Series 2003 Bonds shall ever have the right to compel the exercise of the ad valorem
taxing power of the City or taxation in any form of any property of or in the City for payment of the Series
2003 Bonds or the making of any other payments under the Resolution, and the Series 2003 Bonds shall not
constitute a lien upon the System or upon any other property of or in the City other than the Series 2003
Pledged Revenues in the manner provided in the Resolution.



Net Revenues

“Gross Revenues” are defined in the Resolution as (x) all income and moneys received by the City from the
rates, fees, rentals, charges and other income to be collected by the City for the use of the products, services and
facilities to be provided by the System calculated in accordance with generally accepted accounting methods
employed in the operation of utility systems similar to the System and (y) all payments received by the City as
Periodic Payments under a Qualified Swap; provided however, that the term “Gross Revenues” shall not include
(i) Connection Fees, (ii) special assessments, (iii) other fees or charges that may be billed to customers but that are
separately identified on System bills as something other than System rates (such as, for example, franchise fees or a
separate charge for a return on the City’s investment in the System), and (iv) Main Line Extension Charges.

“Net Revenues” are defined as Gross Revenues less Operating Expenses.

“Operating Expenses” mean the City’s expenses for operation, maintenance, repairs and replacements with
respect to the System and shall include, without limiting the generality of the foregoing, administration expenses,
insurance and surety bond premiums, legal and engineering expenses, ordinary and current rentals of equipment or
other property, refunds of moneys lawfully due to others, payments to others for disposal of sewage or other wastes,
payments to pension, retirement, health and hospitalization funds, and any other expenses required to be paid for or
with respect to proper operation or maintenance of the System, all to the extent properly attributable to the System in
accordance with generally accepted accounting principles employed in the operation of utility systems similar to the
System, and disbursements for the expenses, liabilities and compensation of the Paying Agent under the Resolution,
but does not include any costs or expenses in respect of original construction or improvement other than
expenditures necessary to prevent an interruption or continunance of an interruption of Gross Revenues or minor
capital expenditures necessary for the proper and economical operation or maintenance of the System, or any
provision for interest, depreciation, amortization or similar charges.

Funds and Accounts

The Resolution provides that the Chief: Financial Officer (as defined thereiny shall, on or before the tenth
day of each month, withdraw the amounts required to be deposited in the Funds and Accounts pursuant to clauses
(a) through (g) below from the Revenue Fund and apply the sum so withdrawn to the credit of the following Funds
and Accounts in the following order and priority:

(a) to the Operation and Maintenance Fund such sum as is estimated to be necessary to pay the
Operating Expenses for the immediately succeeding month;

() to the Interest Account, an amount equal to one-sixth (1/6th) (or other amount in the case of
Variable Rate Bonds) of the interest coming due on the Bonds on the next Interest Payment Date;

() to the Principal Account, one-twelfth of the principal maturing on Current Interest Paying Serial
Bonds on the next October 1 and one-twelfth of the Maturity Amount which is due on Compounded Interest Serial
Bonds on the next October 1;

(d) to the Redemption Account, one-twelfth of the Amortization Installment which shall become due
and payable on Term Bonds on the next October 1;

(e) to the Reserve Fund, (i) if at any time the amount on deposit in the Reserve Fund is less than the
Reserve Fund Requirement, an amount equal to not less than one-fourth of such deficiency in four or fewer
substantially equal monthly deposits if such deficiency is a Valuation Deficiency and, if such deficiency is caused
by a withdrawal from the Reserve Fund, an amount equal to one-twelfth (1/12th) of such deficiency in each of the
twelve months following the month within which such withdrawal was made, and (ii) if a Reserve Surety Bond shall
be drawn upon, amounts necessary in each month to pay the related Reserve Fund Credit Facility Indebtedness on
the terms and conditions provided in such Reserve Surety Bond. If there is more than one Reserve Fund Credit
Facility Indebtedness, required repayments thereof shall be made on a pro rata basis (calculated by reference to the
principal amounts thereof). If both cash and draws upon a Reserve Surety Bond were utilized to pay Debt Service,



the payments required by the Reserve Fund Credit Facility Indebtedness shall be made before any such cash is
replenished;

& to the Subordinate Obligations Fund, for the making of payments on Subordinate Obligations of
the City in the following manner:

@ on a parity into the following accounts, created and established in the Subordinate
Obligations Fund:

(A) into the ‘Subordinate Obligations Debt Service Account’ in an amount equal to
(1) one-sixth (or other amount for Variable Rate Bonds) of the interest coming due on subordinate
bonds or bond anticipation notes on the next subordinate bonds interest payment date; and
(2) one-twelfth of the principal maturing (or amortization installment coming due) on the next
subordinate bonds principal maturity date;

(B) into the ‘Special Assessment Bonds Account’ in an amount necessary to restore
the reserve account or surety bond for any special assessment bonds issued to finance the
expansion of the water and sewer system to the reserve account requirement following a draw on
such reserve account or surety bond;

© into the ‘State Revolving Fund Loan Account’ in an amount required under the
terms of the applicable loan agreement to provide for monthly, quarterly, semi-annual, or annual
payments under such loan agreement;

D) into the ‘Swap Periodic Payment Account’ in the amount required to provide for
monthly, quarterly, semi-annual, or annual payments under any Swap Agreement.

(ii) next into the ‘Subordinate Obligations Debt Service Reserve Account’ an amount
necessary (1) to restore the amount on deposit in any debt service reserve account or (2)the amount
available under any debt service reserve account surety bond established or purchased for subordinate
bonds in accordance with the terms of the instrument authorizing such subordinate bonds.

(iii) next, into the ‘Swap Termination Payment Account’ amounts due as Termination
Payments under any Swap Agreement; and

(2 to the Renewal and Replacement Fund, an amount equal to one-sevénty-second of the Renewal
and Replacement Fund Requirement or such lesser amount, if any, as is necessary to make the amount then on
deposit in the Renewal and Replacement Fund equal to the Renewal and Replacement Fund Requirement;

(h) then by payment to the City to be used for any lawful purpose.

Credit is to be allowed against the required deposit amounts due as prescribed above for the payment of
principal of and interest and Amortization Installment on Bonds to the extent of any other funds on deposit and
available for such purpose in the applicable accounts of the Sinking Fund, including, but not limited to, moneys
derived from (i) Connection Fees, (ii) Main Line Extension Charges; (iiiy capitalized interest, and (iv) any
Investment Earnings transferred into such fund or account and available for such purposes.

If the amount deposited to the credit of any such Accounts or Funds shall be less than the amount required
to be deposited under the foregoing provisions, the amount of any deficiency shall be added to the amount otherwise
required to be deposited thereafter until such time as all such deficiencies have been cured. For additional
information concerning the application of the Series 2003 Pledged Revenues see Appendix B hereto.

Connection Fees

“Connection Fees” are defined as the fees and charges levied upon and collected from new users of the
water and sewer facilities of the System as a contribution toward the equitable share of the cost of capital
improvements required to be constructed in order to serve new users of the water and sewer facilities of the System,
to the extent the same are lawfully levied, collected and pledged. Pledged Connection Fees are Water and Sewer



Connection Fees required to be deposited in the applicable Connection Fee Account pursuant to the Resolution. The
Resolution provides that the City shall deposit into the applicable Connection Fee Account, immediately upon
receipt, all applicable Connection Fees until an amount equal to (a) the applicable Connection Fee Debt Service
Component for the then-current Bond Year for all Series of Bonds, and (b) the excess, if any, of (i) such Connection
Fee Debt Service Component for all Series of Bonds for any previous Bond Year, over (ii) the amount of applicable
Connection Fees previously deposited into the applicable Pledged Connection Fee Account for such Bond Year,
shall be on deposit therein.

“Water and Sewer Connection Fees Debt Service Component” means with respect to a Series of Bonds, an
amount determined by multiplying the total amount of principal and interest payable on such Series in each Fiscal
Year by the applicable Water and Sewer Expansion Percentage for such Series of Bonds.

“Water and Sewer Expansion Percentage" is defined as a fraction, the numerator of which is that portion of
the principal amount of a Series of Bonds that has been allocated to Water and Sewer Expansion Projects by a
certificate of the Independent Engineer and the denominator of which is the aggregate principal amount of such
Series of Bonds on the date of issuance of such Series of Bonds.

"Water and Sewer Expansion Projects” are Projects or portions thereof for the oversizing, expanding, or
constructing of additions to or extensions of sewer or water facilities of the System to the extent such Projects or
portions thereof are designed to expand the capacity of such facilities of the System. See Appendix B hereto.

The Series 2003 Bonds will have a lien on both Pledged Sewer Connection Fees and Pledged Water
Connection Fees. The 2002 Bonds also have a lien on both Pledged Sewer Connection Fees and Pledged Water
Connection Fees. Pledged Sewer Connection Fees are not pledged to pay debt service on the Series 2001 Bonds.
Connection Fees were not pledged to the payment of debt service on the 1998 Bonds.

To encourage new connections to the System, the City has initiated an incentive program for new
connections in developed arcas. If the connection is made within the first year of availability of service, 100% of
the Connection Fee is waived. Two-thirds of this Connection Fee is waived if a customer connects in the second
year that utility service is available and one-third of the Connection Fee is waived if a customer connects in the third
year utility service is available. No waiver of the Connection Fee is granted after the third year utility service is
available.

The amount of Connection Fees received by the City will vary depending on the level of development
activity in the City.

See “RATES AND CHARGES” herein. Connection Fees are referred to as Capital Charges in the City
water and wastewater rate ordinance.

Main Line Extension Charges

The City imposes and collects Main Line Extension Charges for the purpose of recovering costs associated
with the contributed capital portion of the City’s water distribution and wastewater collection facilities.

Main Line Extension Charges are not available to pay debt service on the Series 2003 Bonds, however, to
the extent the City collects Main Line Extension Charges, 100% of such charges may be applied to pay debt service
on the 1998 Bonds. Main Line Extension Charges are not pledged to any Series of Bonds other than the 1998
Bonds. Main Line Extension Charges are collected by the City only to the extent that an owner of a platted lot who
otherwise does not have water or wastewater service requests the City to provide the localized water distribution and
wastewater collection facilities necessary to provide water and wastewater service to his lot. The City requires that
all new building construction connect to the System where utility mains are available except that where an onsite
septic system is in use at the property, connection to the City wastewater system will be waived until a septic tank
failure occurs as deemed under Fiorida law. Main Line Extension Charges are collected by the City prior to the time
a customer connects to the System. Such charges are not available to pay operating expenses of the System.

Pursuant to the Resolution, Main Line Extension Charges may be applied to pay the principal of, and
interest on, any Bonds in an amount not in excess of the Aggregate Main Line Extension Charge Debt Service



Component for such Series of Bonds. The Resolution defines “Aggregate Main Line Extension Charges Debt
Service Component” as, with respect to a Series of Bonds, the Aggregate Debt Service on such Series of Bonds, or
all Bonds, as the case may be, multiplied by the Main Line Extension Percentage. Main Line Extension Percentage
means a fraction, the numerator of which is that portion of the principal amount of a Series of Bonds, or all Bonds,
that has been allocated to Main Line Expansion Projects by a certificate of the Independent Engineer and the
denominator of which is the principal amount of such Series of Bonds, or all Bonds.

Rate Covenant

The City has covenanted in the Resolution, among other matters, to the extent permitted by law, to impose
such rates and collect such fees, rates or other charges for the products, services and facilities of the System, and
revise the same from time to time, whenever necessary, as will always provide in each Fiscal Year Net Revenues at
least equal to the amount required by either (A) or (B): (A) Net Revenues shall at least be equal to (1) 110% of
(a) all payments of principal and interest on all Bonds becoming due and payable in such Fiscal Year less (b) an
amount equal to the Main Line Extension Charges Debt Service Component for such Fiscal Year; (2) 100% of any
amounts required to be deposited in the Reseive Fund or paid pursuant to any Reserve Fund Credit Facility
Indebtedness in such Fiscal Year; (3) 100% of any amounts required to be paid with respect to any Subordinate
Obligations in such Fiscal Year ; and (4) together with the amounts on deposit in the Pledged Main Line Extension
Account, 110% of all payments of principal and interest on all Bonds becoming due and payable in such Fiscal
Year; or (B) Net Revenues in such Fiscal Year, together with the amount actually on deposit in the Pledged Water
Connection Fee Account and Pledged Sewer Connection Fee Account and available to pay the Water Connection
Fee Debt Service Component and Sewer Connection Fee Debt Service Component of Debt Service on Bonds shall
at least be equal to (1) 120% of (a) all payments of principal and interest on all Bonds becoming due and payable in
such Fiscal Year less (b) an amount equal to the Main Line Extension Charges Debt Services Component fer such
Fiscal Year; (2) 100% of any amounts required to be deposited in the Reserve Fund or paid pursuant 1o any Reserve
Fund Credit Facility Indebtedness in such Fiscal Year; (3) 100% of any amount required t¢ be deposited into the
Subordinate Obligations Fund in such Fiscal Year; and (4) together with the amounts on deposit in the Pledged Main.
Line Extension Account, 120% of all payments of principal and interest on all Bonds becoming due and payable in .
such Fiscal Year; provided that, for purposes of this (B), Net Revenues in such in such Fiscal Year, shall at least
equal 100% of (i) the payments of principal and interest on all Bonds becoming due and payable in such Fiscal Year
and (ii) Reserve Fund Credit Facility Indebtedness becoming due and payable in such Fiscal Year.

For purposes of the above, Gross Revenues shall be calculated by including investment earnings to be
earned on, and profits to be realized from the investment of, Investment Obligations held in the Funds and Accounts
created pursuant to the Resolution for such Fiscal Year, to the extent that such investment earnings and profits are
required to be deposited to the credit of the Revenue Fund.

For purposes of calculating interest becoming due on any outstanding Variable Rate Bonds, the interest rate
to be paid on such Bonds shall be deemed to be the lesser of (i) the maximum interest rate that such variable rate
Bonds may bear pursuant to the terms of such Bonds, if any, or (ii) the highest interest rate actually borne by such
variable rate Bonds during the period beginning with the first day of the Fiscal Year within which such fees, rates or
other charges are being, or were, set and ending on the date of the first reading of the rate ordinance pursuant to
which such rates, fees, and other charges are being, or were, set.

To the extent that the City has entered into a Qualified Swap with respect to any Bonds, while the Qualified
Swap is in effect and so long as the Swap Counterparty has not defaulted thereunder and so long as the senior
long-term debt obligations of the Swap Counterparty {or of any entity guaranteeing the payment obligations of the
Swap Counterparty under the Qualified Swap) are rated in one of the three highest Rating Categories of any Rating
Agency, the interest rate with respect to the principal amount of such Bonds equal to the “notional” amount
specified in the Qualified Swap shall be assumed to be (A) if the Qualified Swap is a Qualified Fixed Payor Swap,
the actual rate of interest upon which the City’s Periodic Payments are computed under such Qualified Fixed Payor
Swap, and (B) if the Qualified Swap is a Qualified Fixed Receiver Swap, the average rate of interest for the City’s
Periodic Payments under the Qualified Fixed Receiver Swap for the prior Fiscal Year or portion thereof while the
Qualified Fixed Receiver Swap was in effect or, if the Qualified Fixed Receiver Swap was not in effect during such
prior Fiscal Year, then the lesser of (X) the initial rate of interest for the City’s Periodic Payments under the
Qualified Fixed Receiver Swap and (Y) the average rate of interest for the prior Fiscal Year under a published
variable rate index selected by the City which is generally consistent with the formula which shall be used to



determine the City’s Periodic Payments; for purposes of this provision, “average rate” with respect to the City’s
Periodic Payments for the prior Fiscal Year shall mean the rate determined by dividing the total annualized amount
paid by the City under the Qualified Fixed Receiver Swap in such Fiscal Year or portion thereof (without taking into
account Periodic Payments made by the Swap Counterparty during such prior Fiscal Year or portion thereof) by the
“potional” amount specified in the Qualified Fixed Receiver Swap for such Fiscal Year.

The City has also covenanted in the Resolution that if in any Fiscal Year the City shall fail to comply with
the above requirements, the City shall cause an Independent Engineer to review its rates, fees, charges, income,
Gross Revenues, Connection Fees, Main Line Extension Charges, Operating Expenses and methods of operation and
to make written recommendations as to the methods by which the City may promptly seek to comply with such
requirements. The City has covenanted that it will commence to implement such recommendations to the extent
required so as to cause it to thereafter comply with such requirements.

Reserve Fund

The City shall, on the date of delivery of the Series 2003 Bonds, deposit (o the account within the Reserve
Fund, created for the benefit of the Series 2003 Bonds the Reserve Surety Bond in an amount equal to the Reserve
Fund Requirement for the Series 2003 Bonds.

The Reserve Fund Requirement for the Series 2003 Bonds is the lesser of (a) the Maximum Principal and
Interest Requirement for the Series 2003 Bonds, (b) 125% of the average annual Debt Service for all Outstanding
Series 2003 Bonds; or (¢) 10% of the proceeds of the Series 2003 Bonds.

Reserve Surety Bond

MBIA Insurance Corporation (the "Insurer” or "MBIA") has issned a commitment to issue a surety bond
(the "Reserve Surety Bond"). The Reserve Surety Bond will provide that upon notice from the Paying Agent to the
Insurer to the effect that insufficient amounts are on deposit in the Interest Account, Principal Account and
Redemption Account to pay the principa} of (at maturity or pursuant to mandatory redemption requirements) and
interest on the Series 2003 Bonds, the Insurer will promptly deposit with the Paying Agent an amount sufficient to
pay the principal of and interest on the Series 2003 Bonds or the available amount of the Reserve Surety Bond,
whichever is less. Upon the later of: (i) three (3) days after receipt by the Insurer of a Demand for Payment in the
form attached to the Reserve Surety Bond, duly executed by the Paying Agent; or (ii) the payment date of the Series
2003 Bonds as specified in the Demand for Payment presented by the Paying Agent to the Insurer, the Insurer will
make a deposit of funds in an account with U.S. Bank Trust National Association, in New York, New York, or its
successor, sufficient for the payment to the Paying Agent, of amounts which are then due to the Paying Agent (as
specified in the Demand for Payment) subject to the Surety Bond Coverage.

The available amount of the Reserve Surety Bond is the initial face amount of the Reserve Surety Bond less
the amount of any previous deposits by the Insurer with the Paying Agent which have not been reimbursed by the
City. The City and the Insurer will enter into a Financial Guaranty Agreement (the "Agreement"). Pursuant to the
Agreement, the City is required to reimburse the Insurer, within one year of any deposit, the amount of such deposit
made by the Insurer with the Paying Agent under the Reserve Surety Bond. Such reimbursement shall be made only
after all required deposits to the Operation and Maintenance Fund and the Interest Account, Principal Account and
Redemption Account have been made.

Under the terms of the Agreement, the Paying Agent is required to reimburse the Insurer, with interest,
until the face amount of the Reserve Surety Bond is reinstated before any deposit is made to the Reserve Fund. No
optional redemption of Series 2003 Bonds may be made until the Insurer's Reserve Surety Bond is reinstated. The
Reserve Surety Bond will be held by the Paying Agent in the Reserve Fund and is provided as an alternative to the
City depositing funds equal to the Reserve Fund Requirement for outstanding Series 2003 Bonds. The Reserve
Surety Bond will be issued in the face amount equal to the Maximum Annual Debt Service for the Series 2003
Bonds and the premium therefore will be fully paid by the City at the time of delivery of the Series 2003 Bonds.

10



Additional Bonds

The City may issue one or more series of Additional Bonds payable on a parity with Outstanding Bonds
(except as otherwise provided in the Resolution or the Subsequent Resolution pursuant to which such Additional
Bonds are issued) if, in addition to the other requirements contained in the Resolution, the following conditions are
complied with:

Coverage Test. There shall be received by the Chief Financial Officer (as defined in the Resolution) the
following:

€8] A certificate of the Chief Financial Officer, stating that the City is not in default in
performing any of the covenants and obligations made and assumed under the Resolution and under any
Subsequent Resolution, and that all payments required therein to have been made into the Accounts and
Funds under the Resolution have been made to the full extent required;

2) There shall have been received by the City a report of an independent certified public
accountant or Independent Engineer which shall report that the amount of the Net Revenues, adjusted as
hereinafter provided, received during the immediately preceding Fiscal Year or during any twelve (12)
consecutive months of the twenty-four (24) consecutive months immediately preceding the month within
which the Additional Bonds are proposed to be issued equaled at least the amounts shown in paragraph (A)
below and either the amounts shown in paragraph (B) below or paragraph (C) below:

(A) Net Revenues shall have at least equaled 100% of (a) all Reserve Fund Credit
Facility Indebtedness becoming due and payable in such Fiscal Year or twelve (12) consecutive
month period, and (b) all payments required to be deposited into the Subordinate Obligations Fund
in such Fiscal Year or twelve (12) con'secutiv_e month period. -

(B)  Net Revenues shall have at least equaled: (i) 110% of (a)the Maximum
PﬂllClpal and Interest Requirement on all Bonds then outstanding and the Additional Bonds then
proposed to be issued, if any, less (b) an amount equal to the Main Line Extension Charges Debt
Service Component for the year in which such Maximum Principal and Interest Requirement
occurs; and (ii) together with amounts on deposit in the Pledged Main Line Extension Account,
110% of the Maximum Principal and Interest Requirement on all Bonds then Outstanding and the
Additional Bonds proposed to be issued.

© Net Revenues together with Connection Fees actually deposited in the Pledged
Connection Fees Accounts shall have at least equaled: (i) 120% of (a) the Maximum Principal and
Interest Requirement on all Bonds then outstanding and the Additional Bonds then proposed to be
issued, if any, less (b)an amount equal to the Main Line Extension Charges Debt Service
Component for the year in which such Maximum Principal and Interest Requirement occurs; and
(ii) together with amounts on deposit in the Pledged Main Line Extension Account, 120% of the
Maximum Principal and Interest Requirement on all Bonds Outstanding and the Additional Bonds
proposed to be issued; provided that, for purposes of this paragraph (3), Net Revenues must have
at least equaled 100% of the Maximum Principal and Interest Requirement on all Bonds then
Outstanding and the Additional Bonds proposed to be issued.

Pursuant to the Resolution, Net Revenues shall be calculated by including investment earnings earned on,
and profits realized from the investment of, Investment Obligations held in the funds and accounts created pursuant
to the Resolution in such Fiscal Year or in such twelve (12) consecutive month period, as the case may be, to the
extent that such investment earnings and profits were deposited to the credit of the Revenue Fund.

Adjustments to Net Revenues. The Net Revenues, Connection Fees and Main Line Extension Charges
calculated above may be adjusted at the option of the City upon the written advice of an Independent Engineer, as
follows:
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1) If the City, prior to the issuance of the proposed Additional Bonds, shall have increased
the rates, fees or other charges for the products, services or facilities of the System, the Net Revenues,
Connection Fees and the Main Line Extension Charges for the twelve (12) consecutive months shall be
adjusted to show the Net Revenues, Connection Fees and the Main Line Extension Charges which would
have been derived from the System in such twelve (12) consecutive months as if such increased rates, fees
or other charges for the products, services or facilities- of the System had been in effect during the twelve
(12) consecutive months.

2) If the City shall have acquired or has contracted to acquire any existing water and/or
sewer system, the cost of which shall be paid from all or part of the proceeds of the issuance of the
proposed Additional Bonds, then the Net Revenues, Pledged Connection Fees and Main Line Extension
Charges derived from the System during the twelve (12) consecutive months shall be increased by adding
to the Net Revenues, Pledged Connection Fees and Main Line Extension Charges for said twelve (12)
consecutive months the Net Revenues, Pledged Connection Fees and Main Line Extension Charges which
would have been derived from said existing water and/or sewer system as if such existing water and/or
sewer system had been a part of the System during such twelve (12) consecutive months. For the purposes
of this paragraph, the Net Revenues derived from said existing water and/or sewer system during such
twelve (12) consecutive months shall be adjusted to determine such Net Revenues by deducting the cost of
operation and maintenance of said existing water and/or sewer system from the gross revenues of said
system.

3) If the City, in connection with the issuance of Additional Bonds, shall enter into a
contract (with a duration rot less than the final maturity of such Additional Bonds) with any public or
private entity whereby the City agrees to furnish services in connection with any water and/or sewer
system, then the Net Revenues, Pledged Connection Fees and Main Line Extension Charges of the System
during the twelve (12) consecutive months shalt be increased by the least amount which said public or
private entity shall be obligated to pay in any one year for the furnishing of said services by the City, after
deducting therefrom the proportion of operating expenses and repair, renewal and replacement cost
attributable in such year to such services.

. G If the City shall be constructing or acquiring additions, extensions or improvements to the
System from the proceeds of such Additional Bonds or other funds and shall have established fees, rates or
charges to be charged and collected from users of such facilities when service is rendered, the Net
Revenues, Connection Fees and Main Line Extension Charges for the twelve (12) consecutive months may
be adjusted by adding thereto the Net Revenues, Connection Fees and Main Line Extension Charges
estimated by the Independent Engineer to be derived during the first twelve (12) months of operation after
completion of the construction or acquisition of said additions, extensions and improvements from the
proposed users of such facilities.

For the purpose of determining the Maximum Principal and Interest Requirement on Additional Bonds
proposed to be issued that bear a variable rate of interest, the interest rate on such Additional Bonds shall be deemed
to be the lesser of (1) the Maximum Interest Rate, or (2) an interest rate equal to the interest rate reflected in the
‘30-Year Revenue Bond Index’ published by The Bond Buyer no more than two weeks before the daie of sale of the
Bonds on which Debt Service is payable from payments of principal of, and interest on, such Variable Rate
Additional Bonds.

For the purpose of determining the Maximum Principal and Interest Requirement on outstanding variable
rate Bonds, the interest rate on such Bonds shall be deemed to be the highest interest rate actually borne by such
Bonds during the preceding Fiscal Year or the twelve (12) consecutive month period, as the case may be.

If Additional Bonds are issued for the purpose of refunding any Bonds then outstanding, the conditions
under paragraph (2) of "Coverage Test" above shall not apply, provided that the issuance of such Additional Bonds
shall not result in an increase in the aggregate amount of principal of and interest on the ountstanding Bonds coming
due in the current Fiscal Year and all subsequent Fiscal Years. The conditions above shall apply to Additional
Bonds issued to refund any subordinated indebtedness of the City and to Additional Bonds issued for refunding
purposes which cannot meet the conditions of this paragraph.
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If at any time the City shall enter into an agreement or contract for an ownership interest in any public or
privately owned water and/or wastewater system or for the reservation of capacity therein whereby the City has
agreed as part of the cost thereof to pay part of the debt service on the obligations of such public or privately owned
water and/or wastewater system issued in connection therewith, such payments to be made by the City shall be
junior, inferior and subordinate in all respects to Bonds, unless such obligations (when treated as Additional Bonds)
shall meet the conditions under paragraph (2) of "Coverage Test". '

Subordinate Indebtedness

Pursuant to the Resolution, the City may at any time or from time to time issue evidences of indebtedness
payable from any or all of the Series 2003 Pledged Revenues junior and subordinate to the lien thereon of
Outstanding Bonds.

The City on June 30, 2003 issued its $3,535,000 Special Assessment Bonds, Series 2003A (Water and
Sewer Improvements—USAT1). In connection with the issuance of such bonds, the City agreed to replenish any
deficiency in the reserve account applicable to such bonds as provided in (f)(i)(B) above as a Subordinate
Obligation.

Investments

Monies held for the credit of the Revenue Fund, the Sinking Fund, and the Reserve Fund shall, as nearly as
may be practicable, be continuously invested and reinvested by the Chief Financial Officer in Investment
Obligations which shall mature, or which shall be subject to redemption by the holder thereof at the option of such
holder, not later than the respective dates when moneys held for the credit of said Funds, and the Accounts therein,
will be required for the purposes intended.

Interest accruing on, and any profit realizéd from the investment of tnoneys in, the Revenue Fund, the
Sinking Fund, and the Reserve Fund shall be deposited to the credit of the Revenue Fund, except that so long as the
amount in the Reserve Fund is less than the amount required to be on deposit therein, such interest and profit shall
remain in the Reserve Fund until the amount required shall be on deposit therein. The Chief Financial Officer shall
sell or present for payment or redemption any Investment Obligations so acquired whenever it shall be necessary so
to do in order to provide moneys to meet any payment from such Fund or Account. Neither the Chief Financial
Officer nor any agent thereof shall be liable or responsible for any loss resulting from any such investment.

In computing the amount in any Fund or Account, Investment Obligations shall be valued at the market
price thereof. With respect to all Funds and Accounts except the Reserve Fund, valuation shall be made as of the last
day of each Fiscal Year. Investment Obligations (except investment agreements) in the Reserve Fund shall be
valued as of March 31 of each calendar year and as of the last day of each Fiscal Year, except that if amounts are
withdrawn from the Reserve Fund (other than a withdrawal of investment earnings as permitted by the Resolution)
then amounts remaining on deposit in the Reserve Fund shall be valued immediately after such withdrawal and as of
the last Business Day of each month thereafter until there is an amount on deposit in the Reserve Fund equal to the
amount required to be on deposit therein.

Other Covenants

Pursuant to the Resolution, the City has additionally covenanted: (i) in accordance with law, the City shall
annually, preceding each of its Fiscal Years, prepare and adopt a detailed budget of the estimated revenues and
expenditures during the next succeeding Fiscal Year, which budget may be amended from time to time in
accordance with law; (ii) to maintain or cause to be maintained the System and all portions thereof in good condition
and to operate or cause to be operated the same in an efficient and economical manner, making or causing to be
made such expenditures for equipment and for renewals, repairs .and replacements as may be proper for the
economical operation and maintenance thereof; (iii) not to render, or cause to be rendered, any free services of any
nature by the System or any part thereof, nor will any preferential rates be established for users of the same class;
(iv) to compel the prompt payment of rates, fees and charges imposed for service rendered on every lot or parcel
connected to the System, and to that end to vigorously enforce all of the provisions of any policies of the City
having to do with wastewater and water connections and charges, and all of the rights and remedies permitted the
City under law; and (v) to diligently perform legally and effectively all steps required in the imposition and
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collection of the Connection Fees and the Main Line Extension Charges. For additional information concerning the
covenants of the City, see “Form of the Resolution” Appendix B hereto.

FINANCIAL GUARANTY INSURANCE

The following information has been furnished by MBIA Insurance Corporation (“MBIA” or the "Insurer")
for use in this Official Statement. Reference is made to Appendix D for a specimen of MBIA’s policy.

The MBIA Insurance Corporation Insurance Policy

MBIA's policy unconditionally and irrevocably guarantees the full and complete payment required to be
made by or on behalf of the City to the Paying Agent or its successor of an amount equal to (i) the principal of
(either at the stated maturity or by an advancement of maturity pursuant to a mandatory sinking fund payment) and
interest on, the Series 2003 Bonds as such payments shall become due but shall not be so paid (except that in the
event of any acceleration of the due date of such principal by reason of mandatory or optional redemption or
acceleration resulting from default or otherwise, other than any advancement of maturity pursuant to a mandatory
sinking fund payment, the payments guaranteed by MBIA's policy shall be made in such amounts and at such times
as such payments of principal would have been due had there not been any such acceleration); and (ii) the
reimbursement of any such payment which is subsequently recovered from any owner of the Series 2003 Bonds
pursuant to a final judgment by a court of competent jurisdiction that such payment constitutes an avoidable
preference to such owner within the meaning of any applicable bankruptcy law (a “Preference™).

MBIA's policy does not insure against loss of any prepayment premium which may at any time be payable
with respect to any Series 2003 Bonds. MBIA's policy does not, under any circumstance, insure against loss relating
to: (i) optional or mandatory redemptions (other than mandatory sinking fund redemptions); (ii) any payments to be
made on an accelerated basis; (iii) payments of the purchase price of Series 2003 Bonds upon tender by an owner
thereof; or (iv) any Preference relating to (i) through (iii) above. MBIA's policy alsc does not insure against
nonpayment of principal of or interest on the Series 2003 Bonds resulting from the insolvency, negligence or any
other act or omission of the Paying Agent or any other payirg agent for the Series 2003 Bonds. .

Upon receipt of telephonic or telegraphic notice, such notice snbsequently confirmed in writing by
registered or certified mail, or upon receipt of written notice by registered or certified mail, by MBIA from the
Paying Agent or any owner of a Series 2003 Bond the payment of an insured amount for which is then due, that such
required payment has not been made, MBIA on the due date of such payment or within one business day after
receipt of notice of such nonpayment, whichever is later, will make a deposit of funds, in an account with U.S. Bank
Trust National Association, in New York, New York, or its successor, sufficient for the payment of any such insured
amounts which are then due. Upon presentment and surrender of such Series 2003 Bonds or presentment of such
other proof of ownership of the Series 2003 Bonds, together with any appropriate instruments of assignment to
evidence the assignment of the insured amounts due on the Series 2003 Bonds as are paid by MBIA, and appropriate
instruments to effect the appointment of MBIA as agent for such owners of the Series 2003 Bonds in any legal
proceeding related to payment of insured amounts on the Series 2003 Bonds, such instruments being in a form
satisfactory to U.S. Bank Trust National Association, U.S. Bank Trust National Association shall disburse to such
owners or the Paying Agent payment of the insured amounts due on such Series 2003 Bonds, less any amount held
by the Paying Agent for the payment of such insured amounts and legally available therefore.

MBIA

MBIA Insurance Corporation (“MBIA™) is the principal operating subsidiary of MBIA Inc., a New York
Stock Exchange listed company (the “Company”). The Company is not obligated to pay the debts of or claims
against MBIA. MBIA is domiciled in the State of New York and licensed to do business in and subject to regulation
under the laws of all 50 states, the District of Columbia, the Commonwealth of Puerto Rico, the Commonwealth of
the Northern Mariana Islands, the Virgin Islands of the United States and the Territory of Guam. MBIA has three
branches, one in the Republic of France, one in the Republic of Singapore and one in the Kingdom of Spain. New
York has laws prescribing minimum capital requirements, limiting classes and concentrations of investments and
requiring the approval of policy rates and forms. State laws also regulate the amount of both the aggregate and
individual risks that may be insured, the payment of dividends by MBIA, changes in control and transactions among
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affiliates. Additionally, MBIA is required to maintain contingency reserves on its liabilities in certain amounts and
for certain periods of time.

MBIA does not accept any responsibility for the accuracy or completeness of this Official Statement or any
information or disclosure contained herein, or omitted here from, other than with respect to the accuracy of the
information regarding the policy and MBIA set forth under the heading "FINANCIAL GUARANTY
INSURANCE" and the information set forth under the subcaption "SECURITY FOR THE SERIES 2003 BONDS —
Reserve Surety Bond." Additionally, MBIA makes no representation regarding the Series 2003 Bonds or the
advisability of investing in the Series 2003 Bonds.

MBIA Information

The following documents filed by the Company with the Securities and Exchange Commission (the
“SEC”) are incorporated herein by reference:

1) The Company’s Annual Report on Form 10-K for the year ended December 31, 2002; and
@) The Company’s Quarterly Report on Form 10-Q for the quarter ended March 31, 2003.

Any documents filed by the Company pursuant to Sections 13(a), 13(c), 14 or 15(d) of the Exchange Act of
1934, as amended, after the date of this Official Statement and prior to the termination of the offering of the Series
2003 Bonds offered hereby shall be deemed to be incorporated by reference in this Official Statement and to be a
part hereof. Any statement contained in a document incorporated or deemed to be incorporated by reference herein,
or contained in this Official Statement, shall be deemed to be modified or superseded for purposes of this Official
Statement to the extent that a statement contained herein or in any other subsequently filed document which also is
or is deemed to be incorporated by reference herein modifies or supersedes such statemnent Any such statement so.
modified or superseded shall not be deemed, except as so modified or superseded, to constitute a part of this Official
Statement.

The Company files annual, quarterly and special reports, information statements and other information with
the SEC under File No. 1-9583. Copies of the SEC filings (including (1) the Company’s Annual Report on Form
10-K for the year ended December 31, 2002, and (2) the Company’s Quarterly Report on Form 10-Q for the quarter
ended March 31, 2003, are available (i) over the Internet at the SEC’s web site at http://www.sec.gov; (ii) at the
SEC’s public reference room in Washington D.C.; (iii) over the Internet at the Company’s web site at
http://www.mbia.com; and (iv) at no cost, upon request to MBIA Insurance Corporation, 113 King Street, Armonk,
New York 10504. The telephone number of MBIA is (914) 273-4545.

As of December 31, 2002, MBIA had admitted assets of $9.2 billion (audited), total liabilities of $6.0
billion (audited), and total capital and surplus of $3.2 billion (audited) determined in accordance with statutory
accounting practices prescribed or permitted by insurance regulatory authorities. As of March 31, 2003 MBIA had
admitted assets of $9.3 billion (unaudited), total liabilities of $6.1 billion (unaudited), and total capital and surplus of
$3.2 billion (unaudited) determined in accordance with statutory accounting practices prescribed or permitted by
insurance regulatory authorities.

Financial Strength Ratings of MBIA
Moody's Investors Service, Inc. rates the financial strength of MBIA “Aaa.”

Standard & Poor's, a division of The McGraw-Hill Companies, Inc. rates the financial strength of MBIA

Fitch Ratings rates the financial strength of MBIA “AAA.”
Each rating of MBIA should be evaluated independently. The ratings reflect the respective rating agency's
current assessment of the creditworthiness of MBIA and its ability to pay claims on its policies of insurance. Any

further explanation as to the significance of the above ratings may be obtained only from the applicable rating
agency.
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The above ratings are not recommendations to buy, sell or hold the Series 2003 Bonds, and such ratings
may be subject to revision or withdrawal at any time by the rating agencies. Any downward revision or withdrawal
of any of the above ratings may have an adverse effect on the market price of the Series 2003 Bonds. MBIA does
not guaranty the market price of the Series 2003 Bonds nor does it guaranty that the ratings on the Series 2003
Bonds will not be revised or withdrawn.

The insurance provided by this policy is not covered by the Florida Insurance Guaranty Association created
under chapter 631, Florida Statutes.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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DEBT SERVICE REQUIREMENTS

The following table sets forth the scheduled annual debt service requirements for the Parity Bonds and the
Series 2003 Bonds and the combined debt service for all such Bonds.

Year Ending Total Debt Service
October 1 Total Parity Series 2003 Bonds Parity and
(inclusive) Bonds Debt Service Debt Service Series 2003 Bonds

2003 $ 2,326,510 $ 432,271.11* $ 2,758,781.11
2004 2,607,523 3,087,600.00 5,695,123.00
2005 2,829,695 3,786,400.00 0,616,095.00
2006 3,087,528 3,788,887.50 6,876,415.50
2007 3,413,490 3,785,387.50 7,198,877.50
2008 3,513,460 3,786,287.50 7,299,747.50
2009 3,610,988 3,783,687.50 7,394,675.50
2010 4,136,023 3,784,500.00 7,920,523.00
2011 4,123,033 3,787,900.00 7,910,933.00
2012 4,132,708 3,787,900.00 7,920,608.00
2013 4,133,750 3,784,500.00 7,918,250.00
2014 4,130,963 3,789,750.00 7,920,713.00
2015 4,130,488 3,784,000.00 7,914,488.00
2016 4,127,038 3,792,800.00 7,919,838.00
2017 4,117,773 3,795,800.00 7,913,573.00
2018 4,123,963 3,792,050.00 7,916,013.00
2019 3,595,176 4,346,550.00 7.941,726.00
2020 3,596,750 4,351,050.00 7,947,800.00
2021 3,602,289 4,346,300.00 7,948,589.00
2022 3,591,380 4,347,200.00 7,938,580.00
2023 3,601,250 - 3,601,250.00
2024 3,596,028 . 3,596,028.00
2025 3,596,082 - 3,596,082.00
2026 3,596,058 - 3,596,058.00
2027 3,600,473 - 3,600,473.00
2028 3,600,000 —— 3,600,000.00
2029 1,916,558 -—-- 1,916,558.00
2030 1,918,858 ——— 1,918,858.00
2031 1,920,000 e 1,920,000.00
TOTAL 100,27 $73.940.821.11 $174,216,656.11

*Includes accrued interest of $91,004.44.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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HISTORICAL RESULTS AND PRIOR DEBT SERVICE COVERAGE

The information in the following table sets forth for the City’s fiscal years ended September 30, 1999
through 2002, the historical Net Revenues, historical Main Line Extension Charges, historical Pledged Connection
Fees and the coverage provided by such revenues of debt service on the Parity Bonds and the Refunded Bonds. See
“SECURITY FOR THE SERIES 2003 BONDS - Rate Covenant” herein.  The historical information for Fiscal
Years 1999-2002 was obtained from the City Finance Department.

For the Year Ended September 30,

1999 2000 2001 2002
Operating Revenues'” $11,392,647 $11,851,215 $12,878,314 $14,502,253
Operating Expenses (excluding (5,668,070) (6,408.565) (7,628,555) (8,066,036)
depreciation and amortization)
Interest Income 1,234,107 1,522,561 1,432,313 1,373,692
Net Revenues 36,958,684 $6,965,211 $6,682,072 $7,809,909
Debt Service — Series 1992A $564,915 $566,095 $566,405 $177,900
Bonds™
Net Revenue's Debt Service 12.32 12.30 11.80 43.90
Coverage — 1992 A Bonds
Net Revenues Less 1992 A Debt $6,393,769 $6,399,116 $6,115,667 $7,632,009
Service
Pledged MLE Account® $2,538,435 $2,536,991 $3,363,050 $3,363,050
Debt Service — Refunded Bonds $3.787,706 $3,787,106 $3,787,300 4,170,500
and Parity Bonds less Portion '
Attributable to MLE Expansion
%
Debt Service Coverage — 1.69 1.69 1.61 1.83
Refunded Bonds and Outstanding
Parity Bonds(Requirement 1.10)
Net Rev and Pledged MLE Acct $8,932,204 $8,936,107 $9,478,717 $10,995,059
Debt Service — Refunded Bonds $4,713,979 $4,898,633 $4,933,800 $5,317,000
and Parity Bonds
Debt Service Coverage 1.89 1.82 1.92 2.07
(Requirement 1.10) '
Connection Fees Available for N/A N/A $1,514,920 $1,514,920
Debt Service .
Debt Service ~ Parity Bonds and N/A N/A $3,787,300 $4,170,500
Refunded Bonds less Portion
Attributable to MLE Expansion
%
Debt Service Coverage N/A N/A™ 2.01 2.19
(Requirement — 1.20)
Net Revenues, Pledged MLE and N/A N/A $10,993,637 $12,509,979
Connection Fees
Debt Service — Parity Bonds and N/A N/A $4,933,800 $5,317,000
Refunded Bonds
Debt Service Coverage — N/A N/A 2.23 2.35
(Requirement 1.20)
Net Revenues less 1992A Bonds $6,393,769 $6,399,116 $6,115,667 $7,632,009
Debt Service
Debt Service Parity Bonds and $4,713,979 $4,898,633 $4,933,800 $5,317,000
Refunded Bonds
Debt Service coverage — 1.36 1.31 1.24 1.44
(Requirement 1.00)

(O The 1992A Bonds were refunded and defeased with certain proceeds of the 2002 Bonds. The 1992A Bonds until

defeased on June 5, 2002 had a lien on the Net Revenues senior to the lien thereon of the outstanding Refunded Bonds
and Outstanding Parity Bonds.
@) Main Line Extension Charges are pledged only for the 1998 Bonds.
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ESTIMATED SOURCES AND USES OF FUNDS

Sources of Funds:

Principal Amount of Series 2003 Bonds $47,875,000.00
Other Available Monies 1,888,345.52
Plus Net Original Issue Premium 1,354,844.65
Accrued Interest 91,004.44
Total Estimated Sources of Funds $51,209,194.61
Uses of Funds:

Deposit of Accrued Interest to Interest Account $91,004.44
Deposit to Escrow Fund 50,229,938.98
Cost of Issuance(l) 888.251.19
Total Estimated Uses of Funds $51.200.194.61

! Includes underwriters’ discount, legal fees and expenses, and other costs of issuance, and other fees and

expenses including the financial guaranty insurance premium and Reserve Surety Bond premium associated
with the issuance of the Series 2003 Bonds.

The City intends to transfer the available revenues of the System created from the debt service savings
realized from the refunding of the Refunded Bonds to the City's general fund. The City intends to repay the utility
fund such amount with interest over the life of the Series 2003 Bonds.

THE CITY

The City was incorporated January 16, 1960 and is located on the central east coast of Florida
approximately 75 miles southeast of Orlando. The City had an estimated 2002 population of 82,611 and is
approximately 65 square miles in area. )

The City Council (the “Council”) is the principal legislative and governing body of the City. The Council
consists of a mayor, a deputy mayor, and three council members elected by the voters of the City for terms of three
years each.

The chief administrative official of the City is the City Manager who is appointed by the Council.

Mr. Lee R. Feldman has been the City Manager of Palm Bay since October 2002. Prior to that he has
served as the City Manager and Deputy City Manager for the City of North Miami and as the Assistant City
Manager and Assistant to the City Manager for the City of North Miami Beach. He received a Bachelor of Arts
(Public Policy) from Washington and Lee University and a Masters of Government Administration from the Fels
Center of Government, University of Pennsylvania. He has completed the Senior Executive Program for State and
Local Government at the Kennedy School of Government, Harvard University. Mr. Feldman is a Credential
Manager (ICMA) and an active participant and full member of that association. In addition, Mr. Feldman serves as
a board member of the Florida City/County Management Association.

Mr. Dan Greenfield is the Deputy City Manager/Chief of Staff and has been with the City since 1994 where
he has also served as Administrative Services Director and Human Resources Director. He oversees various
departments and divisions including Finance and Budget. Mr. Greenfield holds a Bachelor’s Degree in Operations,
Research and Statistics, and a Master’s Degree in Public Administration. Prior to his position with the City, Mr.
Greenfield was Director of Public Administration for the City of Hialeah, Florida, where he was employed for over
20 years. Mr. Greenfield’s vast array of municipal experience includes financing programs for utility systems.

Mr. Richard H. Jacobs has been the Utilities Director for the City of Palm Bay since 1993. Prior to that, he
was the Director of Ultilities for 10 years and the Assistant Director of Utilities for 9 years for the City of Sunrise
Utility Department, which served a combined population of 125,000 and had an operating budget of $30 million.
He has over 33 years experience managing municipally owned utility system utilities, including administration,
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organization, and training for the construction, operation, and maintenance of utility system facilities. He has been
an active member of the American Water Works Association, past President of the Broward County Ultility
Coordinating Committee and the Water Environment Federation for over 28 years. Mr. Jacobs reports directly to
the City Manager and oversees 94 employees.

GASB 34

In June 1999, the General Accounting Standards Board (GASB") issued GSAB Statement No. 34, Basic
Financial Statement — and Management's Discussion and Analysis — for State and Local Governments. This
statement will substantially affect the City's financial data accumulation and financial statement presentation
processes. The City is required to implement GASB 34 for its fiscal year ending September 20, 2003,

For additional information concerning the City see Appendices A and C hereto.
THE SYSTEM

The Resolution defines the “System” as any and all water production, transmission, treatment and
distribution facilities and sewage collection, treatment, transmission and disposal facilities managed and operated by
the City, which System shall also include any and all improvements, extension and additions thereto hereafter
constructed or acquired, together with all property, real or personal, tangible or intangible, now or hereafter owned
or used in connection therewith.

History

In 1960, the City granted General Development Utilities, Inc. (GDU) a franchise for a period of 30 years to
provide water and wastewater services to areas inside the City’s corporate limits. This franchise agreement required
the citizens of the City to connect to the GDU utility systems whenever service was available. In October 1992, the
utility facilities owned by GDU were purchased by the City and assigned to a not-for-profit entity known as the
Palm Bay Utility Corporation. The Palm Bay Utility Corporation utility assets were later transferred to the City and
included as a Utility Enterprise.

Water System

The water system is comprised of water supply, treatment, transmission and localized distribution facilities
which, during Fiscal Year 2002, provided service to approximately 22,331 accounts, which represents
approximately 25,215 Equivalent Residential Connections (ERCs). The current area served by the water system is
approximately 34 square miles and located primarily in the northern portion of the City. The water system consists
of 39 raw water supply wells, one 10.0 Million Gallons per Day (MGD) lime softening water treatment plant, one
1.65 MGD reverse osmosis water treatment plant, one million gallon (MG) aquifer storage and recovery facility, one
1.5 MGD storage and repump station, and one 0.3 MG steel elevated water storage tank. There are approximately
68,000 feet of raw water supply mains ranging from 4 to 24-inches in diameter and approximately 430 miles of
water transmission and localized distribution lines ranging from 2 to 20-inches in diameter, currently in use.

The raw water supply for the water system is regulated by the St. Johns River Water Management District
(SJRWMD). SIRWMD authorized the use by the City of the groundwater from the Intermediate and Florida
Aquifers pursuant to a Consumptive Use Permit (CUP) Number 202 issued on September 26, 2001, which expires in
2021.

Wastewater System

The City wastewater system is comprised of localized collection, transmission, treatment and effluent
disposal facilities. The wastewater system during Fiscal Year 2002 provided wastewater service to approximately
10,155 accounts or 12,684 ERC’s including The Lakes of Melbourne which is a development outside the City limits
with 420 residential connections. The current area served by the wastewater system is approximately 17 square
miles. The wastewater system consists of two wastewater treatment plants (WWTPs), an effluent reuse system,
approximately 149 miles of gravity sewers, 80 sewage lift stations, and 69 miles of force main. The City’s
wastewater collection system is interconnected and valved such that 0.86 MGD of wastewater can be transferred to
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