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MEMORANDUM
To:  Honorable Mayor and Council Members
From: Christine Davis, Finance Directo
Date: February 10, 2008

Re: Sparkman Loan Resolution No. 528-09

Purpose:

Resolution No. 528-09 authorizes the City Manager, the Mayor and other authorized officers
and employees of the city to execute any and all documents necessary for the loan with
Branch Banking & Trust (BB&T) for the purpose of financing certain improvements for the
Sparkman road and utility project.

Background

Sparkman, LLC is the owner and developer of Sparkman Ridge Project. The project consists
of a 50.72 acre parcel of land which is located within the municipal boundaries of the city. In
2005, the city and Sparkman, LLC entered into a Developer's Agreement for Sparkman
Ridge Project, which established guidelines and standards for the orderly development of the
property. The agreement set forth that Sparkman, LLC was obligated to install all on-site and
off-site improvements necessary to sustain the ultimate development of the property,
including the installation of a utility line and the roadway. Pursuant to the terms of the original
agreement, the city is authorized to assess the actual and verified cost of completing these
improvement obligations against the property if Sparkman fails to undertake and complete its
obligations pursuant to the terms of the original agreement. Sparkman, LLC has agreed to
have the city contract with the county and the school board to construct the Sparkman
Avenue Extension Project and assess the actual and verified costs against the property
through a special assessment program.

The Sparkman, LLC Project will be specially benefited by the Sparkman Avenue Extension
Project. The design, construction, and installation of the Sparkman Avenue Extension
Project will enhance the utilization and enjoyment of the property by: (1) establishing
adequate ingress and egress and increasing the property’s immediate development potential;
and (2) protecting and enhancing the value and integrity of the property through the
provisions of essential roadway and water utility line.

Upon the City Council approval of the “Authorizing Ordinance” by adoption of Ordinance No.
377 (presented earlier on tonight’s agenda) and accepting the recommendation of the city's
investment banker and staff that the bank proposal from BB&T provides the most favorable
proposal, Council is requested to approve Resolution No. 528-09 that authorizes the
borrowing of money to finance certain costs of the Sparkman road and utility project.



Council Agenda
tem#

As authorized by law, the proceeds of the loan will be used to pay for the road and utility
construction cost on S. Sparkman Avenue that will link W. Ohio and W. Rhode Island
Avenues, and to pay capitalized interest on the loan (April 1, 2009, July 1, 2009, October 1,
2008, January 1, 2010, and April 1, 2010) and to pay all costs associated with the issuance of
the project.

The loan will be payable from the non-ad valorem special assessment revenues (“pledged
revenues”) which the city will levy on the assessable property. In the event that the pledged
revenues are insufficient to make the required principal and interest payments, the city will
covenant to budget and appropriate legally available non-ad valorem revenues.

If at any time Sparkman, LLC transfers the property in total to any other party, the entire
- outstanding amount for the Sparkman Avenue Extension Project assessment program costs
and capital costs, plus a 1% prepayment penalty on the original $750,000 loan and any costs
associated with the fitle transfer and loan payoff shall be due to the city at the time the
property is transferred and prior-to releasing the lien assessment.

Recommendation:

Staff respectfully requests Council’s approval of Resolution 528-09, which authorizes the City
Manager, the Mayor and other authorized officers and employees of the city to execute any
and all documents necessary for the loan with Branch Banking & Trust (BB&T) for the
purpose of financing certain improvements for the Sparkman road and utility project.



RESOLUTION NO. 528-09

A RESOLUTION OF THE CITY COUNCIL OF THE CITY
OF ORANGE CITY, FLORIDA, AUTHORIZING A LOAN
FROM BRANCH BANKING AND TRUST COMPANY IN AN
AGGREGATE PRINCIPAL AMOUNT EQUAL TO $750,000
FOR THE PURPOSE OF FINANCING A PORTION OF THE
CITY’S COSTS OF CERTAIN ONSITE AND OFFSITE
ROAD AND UTILITY IMPROVEMENTS BENEFITTING
THE SPARKMAN RIDGE RESIDENTIAL PLANNED UNIT
DEVELOPMENT; AUTHORIZING THE EXECUTION AND
DELIVERY OF A LOAN AGREEMENT AND
ACCEPTANCE OF THE  BANK’S COMMITMENT;
AUTHORIZING THE EXECUTION AND DELIVERY OF A
CITY OF ORANGE CITY, FLORIDA SPECIAL
ASSESSMENT REVENUE NOTE, SERIES 2008 TO
EVIDENCE THE CITY'S OBLIGATION UNDER THE LOAN
AGREEMENT, SUCH NOTE TO BE A LIMITED
OBLIGATION OF THE CITY PAYABLE FROM NON-AD
VALOREM SPECIAL ASESSMENT REVENUES AND, TO
THE EXTENT SUCH NON-AD VALOREM SPECIAL
ASSESSMENT REVENUES ARE INSUFFICIENT, FROM
LEGALLY AVAILABLE NON-AD VALOREM REVENUES
BUDGETED AND APPROPRIATED BY THE CITY;
PROVIDING FOR THE RIGHTS AND SECURITIES OF
THE OWNER OF THE NOTE; DESIGNATING THE NOTE
AS A BANK QUALIFIED TAX-EXEMPT OBLIGATION
WITHIN THE MEANING OF THE INTERNAL REVENUE
CODE; MAKING CERTAIN OTHER COVENANTS AND
AGREEMENTS IN CONNECTION THEREWITH; AND
PROVIDING FOR AN EFFECTIVE DATE.

WHEREAS, the City Council of the City of Orange City (the "Council') has
determined that it is necessary and desirable and in the best interest of the inhabitants
of the City of Orange City, Florida (the "City") to finance a portion of the City's costs of
certain onsite and offsite road and utility improvements (the “Project”) benefitting the
Sparkman Ridge Residential Planned Unit Development (the "Project Area”), which is
located within the City; and

WHEREAS, the Council determined that it is necessary and desirable to borrow
funds (the "Loan") and received proposals from a number of financial institutions in
response to the City's request for proposals dated January 9, 2009, and hereby
determines, based on recommendations from the City's investment banker and City
staff, that the proposal from Branch Banking and Trust Company (the "Bank”") dated
January 21, 2009, as amended on January 30, 2009, to finance the costs of the Project
(the “Commitment”) is the most favorable for the City; and
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WHEREAS, amounts due under the Loan will be evidenced by the issuance of a
City of Orange City, Florida Special Assessment Revenue Note, Series 2009 (the
"Note"); and;

WHEREAS, the Bank has offered to enter into the Loan and to purchase such
Note at the terms set forth herein and in the Commitment; and

WHEREAS, the debt service on the Note shall be payable solely from and
secured by a lien on (i) non-ad valorem special assessments to be levied by the City on
lands within the Project Area including, without limitation, amounts received from any
foreclosure proceeding for the enforcement of collection of such special assessments,
(i) the moneys on deposit in the funds and accounts established under the Loan
Agreement, as defined herein, and (iii) the earnings from the investment of moneys on
deposit in said funds and accounts (collectively, the “Pledged Revenues™);

WHEREAS, in the event, and only to the extent that Pledged Revenues are
insufficient in any fiscal year to pay debt service on the Note, the City shall covenant to
budget and appropriate legally available non-ad valorem revenues (the “Non-Ad
Valorem Revenues”) in the amount of such deficiency.

NOW, THEREFORE, IT IS HEREBY ADOPTED BY THE CITY COUNCIL OF
THE CITY OF ORANGE CITY, FLORIDA:

SECTION 1. AUTHORITY FOR THIS RESOLUTION. This Resolution is
adopted pursuant to Article VI, Section 2, of the Constitution of the State of Florida,
Chapter 166, part ll, Florida Statutes, as amended, the Charter of the City, Ordinance
No. 377 enacted February 10, 2009 (the "Authorizing Ordinance") and other provisions
of law.

SECTION 2. RECITALS. It is hereby found, ascertained, determined and
declared that:

A. The City of Orange City, Florida is a duly constituted and validly existing
municipality within the State of Florida with requisite home rule powers derived from the
Constitution and Laws of the State of Florida.

B. It is in the public interest and a valid and proper public purpose to
participate in the acquisition and construction of the Project.

C. The Bank's offer to provide the Loan to the City in an amount not to
exceed $750,000 at the terms set forth herein pursuant to a Loan Agreement as
defined herein, is the best bid to provide the financing for the Project.

D. The Pledged Revenues shall be used to pay principal and interest and any
other amounts due under the Loan Agreement or the Note.

E. In the event the Pledged Revenues are insufficient to pay principal and
interest and any other amounts due under the Loan Agreement or the Note, in any fiscal
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year, the City will covenant to budget and appropriate legally available Non-Ad Valorem
Revenues to the extent of such deficiency.

F. Because of the characteristics of the Note, prevailing market conditions,
and additional savings to be realized from an expeditious sale of the Note, it is in the
best interest of the City to accept the offer of the Bank to purchase the Note at a private
negotiated sale. Prior to the issuance of the Note, the City shall receive from the Bank
a Purchasers Certificate, the form of which is attached hereto as Exhibit A and the
Disclosure Letter containing the information required by Section 218.385, Florida
Statutes, the form of which is attached hereto as Exhibit B.

G. In consideration of the purchase and acceptance by the Bank of the Note
authorized to be issued hereunder, this Resolution together with the terms and
provisions of the Loan Agreement shall constitute a contract between the City and the
Bank.

SECTION 3. AUTHORIZATION OF LOAN AGREEMENT AND COMMITMENT.
To provide for the security of the Note, as defined herein, and to express the contract
between the City and the owners thereof, the City does hereby authorize the execution
and delivery on behalf of the City by the City Manager under the seal of the City,
attested by the City Clerk, of the Loan Agreement by and between the City and the
Bank (the "Loan Agreement"). The Loan Agreement shall be in substantially the form
attached hereto and marked Exhibit “C" and is hereby approved, with such changes
therein as shall be approved by any of the authorized officers executing the same, with
such execution to constitute conclusive evidence of such officer's approval and the
City's approval of any changes therein to the form of the Loan Agreement attached
hereto. Subject and pursuant to the provisions of this Resolution and the terms and
provisions of the Loan Agreement, there is hereby authorized to be issued one or more
promissory notes to evidence the City's obligations under the Loan Agreement. The
Note is authorized to be issued in the aggregate principal amount equal to $750,000
and subject to the provisions of Section 4 hereof.

To provide for the terms of the Bank's Commitment to pravide the Loan, the City
Manager is hereby authorized to accept the Bank's Commitment a form of which is
attached hereto as Exhibit “D.”

SECTION 4. AUTHORIZATION OF THE NOTE. There is hereby authorized to
be issued the “City of Orange City, Florida Special Assessment Revenue Note, Series
2009,” in an aggregate principal amount of seven hundred fifty thousand dollars
($750,000.00), which shall secure amounts outstanding under the Loan Agreement and
will be repaid over a term not to exceed sixteen years and three months as provided in
the Loan Agreement. The Note shall bear interest at a fixed rate equal to 4.05% per
annum, calculated on a 30/360 day basis, and shall be dated the date of delivery.
Interest shall be payable quarterly commencing April 1, 2009 and on each July 1,
October 1, January 1, and April 1 thereafter to April 1, 2025 (each a “Payment Date”).
Principal on the Note will be payable in quarterly installments in arrears commencing on
July 1, 2010 and on each Payment Date thereafter to April 1, 2025. Provided, however,
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debt service on the Note shall be due and paid in substantially level debt service
payments, as set forth on Schedule | attached to the Note, and subject to prepayment
as provided in the Note. The Note shall be substantially in the form attached to the
Loan Agreement, with such non-material changes as shall be approved by the City
Manager, such approval to be conclusively evidenced by the execution thereof by the
City Manager. The Note shall be executed on behalf of the City with the manual
signature of the City Manager and the City Clerk and the official seal of the City, and be
approved as to form and correctness with the manual signature of the City Attorney. In
case any one or more of the officers who shall have signed or sealed the Note shall
cease to be such officer of the Issuer before the Note so signed and sealed has been
actually sold and delivered, such Note may nevertheless be sold and delivered as
herein provided and may be issued as if the person who signed or sealed such Note
had not ceased to hold such office. The Note may be signed and sealed on behalf of
the City by such person who at the actual time of the execution of such Note shall hold
the proper office of the City, although, at the date of such Note, such person may not
have held such office or may not have been so authorized.

SECTION 5. PAYMENT _OF PRINCIPAL _AND_ _INTEREST; LIMITED
OBLIGATION. The City promises that it will promptly pay the principal of and interest
on the Note and all other amounts due under the Loan Agreement at the place, on the
dates and in the manner provided in the Loan Agreement according to the true intent
and meaning hereof and thereof. Amounts due under the Loan Agreement shall not be
or constitute a general obligation or indebtedness of the City as a "bond" within the
meaning of Article VII, Section 12 of the Constitution of Florida, but shall be payable
solely from the Pledged Revenues in accordance with the terms hereof and of the Loan
Agreement. The holder of the Note issued hereunder shall never have the right to
compel the exercise of any ad valorem taxing power to pay the Note, or be entitled to
payment of such Note from any funds of the City except from the Pledged Revenues as
described herein and in the Loan Agreement.

SECTION 6. COVENANT TO BUDGET AND APPROPRIATE, The City
covenants to budget and appropriate in each fiscal year from legally available Non-Ad
Valorem Revenues of the City amounts, if any, sufficient to provide for the timely
payment of the principal of and interest on the Note and any other amounts required to
be paid under the Loan Agreement, to the extent such payments are not made or are
not expected to be made from other Pledged Revenues. In the event it is determined
that the Pledged Revenues are insufficient to pay principal and/or interest due on the
following Payment Date, the City will include in its annual budget, by amendment if
necessary and as soon as practicable, such amounts of Non-Ad Valorem Revenues as
will be needed to provide for payment of the principal of and interest on the Note, when
due and to make the other payments, if any, required to be made under the Note or the
Loan Agreement.

The covenant to budget and appropriate provided by the City under this Section
6 shall be deemed to be junior and subordinate to the City’'s obligation arising as a
result of the granting by the City of a lien upon all or any specific source of Non-Ad
Valorem Revenues, whether previous or subsequent hereto (including the payment of
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debt service on bonds and other debt instruments), and shall not be deemed to
preclude the City from hereafter granting a lien upon all or any specific sources of Non-
Ad Valorem Revenues to secure the payment of any debt or obligation of the City
hereafter issued, so long as the granting of such lien will not have the effect of impairing
the obligation of the City under the Loan Agreement and the Note or of making
unavailable sufficient amounts of reasonably anticipated Non-Ad Valorem Revenues
required to make timely payment of the principal of and interest on the Note and other
payments, if any, required to be made under the Note or the Loan Agreement.

Such covenant to budget and appropriate does not require the City to levy and
collect any particular Non-Ad Valorem Revenues, nor does it give the halder of the Note
a prior claim on the Non-Ad Valorem Revenues as opposed to claims of general
creditors of the City. It is understood and agreed that the obligation of the City
hereunder to budget and appropriate Non-Ad Valorem Revenues shall not be deemed
to pledge ad valorem tax revenues or to permit or constitute a mortgage or lien upon
any assets owned by the City and no holder of the Note nor any other person, may
compel the levy of ad valorem taxes on real or personal property within the boundaries
of the City or the use of any proceeds of ad valorem tax revenues for any purpose. The
City shall never be obligated to maintain or continue any of the activities of the City,
which generate user service charges, regulatory fees or any Non-Ad Valorem
Revenues. Except as provided hereafter, the obligations of the City under the Note and
the Loan Agreement shall not be construed as a pledge of or a lien on all or any legally
available Non-Ad Valorem Revenues of the City, but shall be payable solely as provided
herein and in the Loan Agreement and are subject in all respects to the provisions of
Section 166.241, Florida Statutes, and are subject, further, to the payment of services
and programs which are for essential public purposes affecting the health, welfare and
safety of the inhabitants of the City.

SECTION 7. USE OF PROCEEDS. The proceeds of the Note shall be used to
(a) acquire and construct the Project, (b) pay capitalized interest on the Note through
April 1, 2010, (c) fund a deposit to a debt service reserve fund and (d) pay the costs and
expenses associated with issuing the Note.

SECTION 8. GENERAL AUTHORIZATION. The Mayor, the City Manager and
the officers and agents of the City of Orange City, Florida, are hereby authorized and
directed to do all acts and things required by them by the provisions of the Note, the
Loan Agreement, the Authorizing Ordinance and this Resolution, to the end that full
compliance with the terms thereof shall be effected.

SECTION 9. BANK QUALIFIED. The City hereby designates the Note as a
"qualified tax-exempt obligation" within the meaning of Section 265(b)(3) of the Internal
Revenue Code of 1986, as amended (the "Code"). The City and any subordinate
entities of the City and any issuer of "tax-exempt" debt that issues "on behalf of" the City
do not reasonably expect during the calendar year 2009 to issue more than
$10,000,000 of "tax-exempt" obligations including the Note, exclusive of any private
activity bonds as defined in Section 141(a) of the Code (other than qualified 501(c)(3)
bonds as defined in Section 145 of the Code).
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SECTION 10. PREREQUISITES PERFORMED. The City has performed
all acts, conditions, and things relating to the passage of the Authorizing Ordinance and
this Resolution as are required by the Constitution and Laws of the State of Florida, and
the Charter of City of Orange City.

SECTION 11. SEVERABILITY. If any provision of this Resolution shall be
held or deemed to be or shall, in fact, be illegal, inoperative or unenforceable in any
context, the same shall not affect any other provision herein or render any other
provision (or such provision in any other context) invalid, inoperative or unenforceable to
any extent whatever.

SECTION 12. APPLICABLE PROVISIONS OF LAW. This Resolution
shall be governed by and construed in accordance with the laws of the State of Florida.

SECTION 13. RULES OF INTERPRETATION. Unless expressly indicated
otherwise, references to sections or articles are to be construed as references to
sections or articles of this instrument as originally executed. Use of the words "herein,"
"hereby," "hereunder,” "hereof,” "hereinbefore,” "hereinafter" and other equivalent words
refer {0 this Resolution and not solely to the particular portion in which any such word is
used.

SECTION 14. CAPTIONS. The captions and headings in this Resolution
are for convenience only and in nc way define, limit or describe the scope or intent of
any provisions or sections of this Resolution.

SECTION 15. MEMBERS __OF THE COUNCIL _EXEMPT FROM
PERSONAL LIABILITY. No recourse under or upon any obligation, covenant or
agreement of this Resolution, the Loan Agreement or the Note or for any claim based
thereon or otherwise in respect thereof, shall be had against any member of the
Council, as such, of the City, past, present or future, either directly or through the City it
being expressly understood (a) that no personal liability whatsoever shall attach to, or is
or shall be incurred by, the members of the Council, as such, under or by reason of the
obligations, covenants or agreements contained in this Resolution or implied therefrom,
and (b) that any and all such personal liability, either at common law or in equity or by
constitution or statute, of, and any and all such rights and claims against, every such
member of the Council, as such, are waived and released as a condition of, and as a
consideration for, the execution of this Resolution and the Loan Agreement and the
issuance of the Note, on the part of the City.

SECTION 16. REPEALER. All ordinances and/or resolutions or parts
thereof in conflict herewith, if any, are hereby repealed.
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SECTION 17. NO THIRD PARTY BENEFICIARIES. Except such other
persons as may be expressly described in this Resolution, nothing in this Resolution,
expressed or implied, is intended or shall be construed to confer upon any person, other
than the City and the holder of the Note, any right, remedy or claim, legal or equitable,
under and by reason of this Resolution, or any provision thereof, all provisions thereof
being intended to be and being for the sole and exclusive benefit of the City and the
persons who shall from time to time be the holders of the Note.

SECTION 18. EFFECTIVE DATE. This Resolution shall take effect
immediately upon its adoption and authentication as provided by law.

ROLL CALL VOTE AS FOLLOWS:

Jim Mahoney Donald C. Sherrill

Tom Laputka Tom Abraham
Danald Sandford Jeff H. Allebach, Vice Mayor

Harley Strickland, Mayor

ADOPTED this 10™ day of February, 2009.

ATTEST: AUTHENTICATED:

Deborah J. Renner, CMC, City Clerk Harley Strickland, Mayor

Approved as to form and legal sufficiency:

William E. Reischmann, Jr., City Attorney
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EXHIBIT A
FORM OF PURCHASER'S CERTIFICATE

This is to certify that Branch Banking and Trust Company (the "Purchaser") has
not required the City of Orange City, Florida (the "Issuer”) to deliver any offering
document and has conducted its own investigation, to the extent it deems satisfactory or
sufficient, into matters relating to business affairs or conditions (either financial or
otherwise) of the Issuer in connection with the issuance of a Special Assessment
Revenue Note (the "Note") securing amounts due under the Loan Agreement dated as
of February 19, 2009 by and between the Issuer and the Purchaser (the "Loan
Agreement"), in an amount not to exceed $750,000, and no inference should be drawn
that the Purchaser, in the acceptance of said Note, is relying on Bryant Miller Olive P.A.
("Note Counsel"), Brown Garganese Weiss & D'Agresta P.A. ("City Attorney") or D.A.
Davidson & Co. (the "Investment Banker") as to any such matters other than the legal
opinions rendered by Note Counsel and by the City Attorney. Any capitalized undefined
terms used herein not otherwise defined shall have the meaning set forth in the Loan
Agreement.

We acknowiedge and understand that Resolution No. 528-08 adopted by the City
Council of the Issuer on February 10, 2009 is not being qualified under the Trust
Indenture Act of 1939, as amended (the "1939 Act"), and is not being registered in
reliance upon the exemption from registration under Section 3(a)(2) of the Securities Act
of 1933, Section 517.051(1), Florida Statutes, andfor Section 517.061(7), Florida
Statutes, and that neither the Issuer, Note Counsel, the City Attorney nor the Investment
Banker shall have any obligation to effect any such registration or qualification.

We are not acting as a broker or other intermediary, and are purchasing the Note
as an investment for our own account and not with a present view to a resale or other
distribution to the public. We understand that the Note may not be transferred except to
an "accredited investor" as described below in accordance with the restrictions set forth
in the Note.

We are a bank as contemplated by Section 517.061(7), Florida Statutes. We are
not purchasing the Note for the direct or indirect promotion of any scheme or enterprise
with the intent of viclating or evading any provision of Chapter 517, Florida Statutes.

We are an "accredited investor" as such term is defined in the Securities Act of
1933, as amended, and Regulation D thereunder.

DATED this 19" day of February, 20089.
BRANCH BANKING AND TRUST COMPANY

By:
Name: Michael C. Smith
Title: Banking Officer
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EXHIBIT B
FORM OF DISCLOSURE LETTER

The undersigned, as purchaser, proposes to negotiate with the City of Orange
City, Florida (the "Issuer") for the private purchase of a Special Assessment Revenue
Note (the "Note"} securing amounts due under a Loan Agreement by and between
Branch Banking and Trust Company (the "Purchaser") and the Issuer in an amount not
to exceed $750,000. Prior to the award of the Note, the following information is hereby
furnished to the Issuer:

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

Bank's Counsel -- $2,000
Bank Credit Review Fee — $900

2. (a) No fee, bonus or other compensation is estimated to be paid by the
Bank in connection with the issuance of the Note to any persen not regularly employed
or retained by the Bank (including any "finder" as defined in Section 218.386(1)(a),
Florida Statutes).

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

3. The amount of the underwriting spread expected to be realized by the
Bank is $0.

4, The management fee to be charged by the Bank is $0.
5. Truth-in-Bonding Statement:

The Note is being issued primarily to finance a portion of the City’s costs of
certain road and utility improvements within the Sparkman Ridge Residential Planned
Unit Development (the “Project Area”).

Unless earlier redeemed, in whole or in part, the Note is expected to be repaid by
April 1,2025. At a fixed rate of interest, calculated at 4.05%, total interest paid over the
life of the Note is estimated to equal $288,332.80.

The Note will be payable solely from the non-ad valorem special assessment
revenues which the City will levy in the Project Area (the “Pledged Revenues”), and in
the event of, and only to the extent that such Pledged Revenues to pay the amounts
due on the Note in any fiscal year, the City has covenanted to budget and appropriate
legally available Non-Ad Valorem Revenues in a manner sufficient to make such
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payments, as described in Resolution No. 528-09 of the Issuer adopted on February 10,
2009. Issuance of the Note is estimated to result in 2 maximum of approximately
$66,961.60 of Pledged Revenues of the Issuer not being available to finance the
services of the Issuer in any one year during the life of the Note.

6. The name and address of the Bank is as follows:

Branch Banking and Trust Company

5130 Parkway Plaza Boulevard

Building 9

Charlotte, North Carolina 28217

Attention: Account Administration/Municipal

IN WITNESS WHEREOF, the undersigned has executed this Disclosure Letter
on behalf of the Bank this 19" day of February, 2009.

BRANCH BANKING AND TRUST
COMPANY

By:
Name: Michael C. Smith
Title: Banking Officer
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EXHIBIT C
FORM OF LOAN AGREEMENT
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Draft Date February 3, 2009

LOAN AGREEMENT

Dated as of February 19, 2009

By and Between

THE CITY OF ORANGE CITY, FLORIDA
(the ucityu)

and

BRANCH BANKING AND TRUST COMPANY
(the "Bank")
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LOAN AGREEMENT

THIS LOAN AGREEMENT (the "Agreement"), made and entered into this 19th day of
February, 2009, by and between THE CITY OF ORANGE CITY, FLORIDA (the "City"), a
municipal corporation duly organized under the laws of the State of Florida and its successors
and assigns, and BRANCH BANKING AND TRUST COMPANY, a North Carolina banking
corporation authorized to do business in Florida, and its successors (the "Bank”).

WITNESSETH:

WHEREAS, capitalized terms used in these recitals and not otherwise defined shall have
the meanings specified in Article I of this Agreement;

WHEREAS, the City, pursuant to the provisions of the Florida Constitution, Chapter
166, Florida Statutes, as amended and supplemented, the Charter of the City, and any other
applicable provisions of law (all of the foregoing, collectively, the "Act”), and Ordinance No.
377, enacted by the City Council of the City on February 10, 2009 and Resolution No. 528-09
adopted by the City Council of the City on February 10, 2009, is authorized to borrow money,
issue bonds, notes or other obligations to finance a portion of the City’s costs of certain road and
utility improvements (the “Project”) within the Sparkman Ridge Residential Planned Unit
Development (the "Project Area”), which is located within the City; and

WHEREAS, the City issued a request for proposal dated January 9, 2009 and received
three proposals from various financial institutions to lend an aggregate principal amount of
$750,000 (the "Loan"); and

WHEREAS, following review and recommendation from the City's investiment banker
and City staff, the City Council has determined that the Bank submitted the proposal most
favorable to the City (the "Commitment"); and

WHEREAS, the City has accepted the Commitment and the Bank is willing to provide
the Loan to the City as provided herein, but only upon the terms and conditions of this
Agreement;

NOW, THEREFORE, the parties hereto agree as follows:

ARTICLE 1
DEFINITION OF TERMS

Section 1.01. Definitions. Capitalized terms used in this Agreeinent and not otherwise
defined shall have the respective meanings as follows:

"Act" shall have the meaning assigned to that term in the recitals hereof.



"Agreement” shall mean this Loan Agreement and all modifications, alterations,
amendments and supplements hereto made in accordance with the provisions hereof.

u Assessment Resolutions” means the resolutions to be adopted by the City levying the
Special Assessments.

" Authorizing Ordinance” shall mean Ordinance No. 377, enacted at a meeting of the City
Council on February 10, 2009.

"Bank” shall mean Branch Banking and Trust Company, a North Carolina state banking
corporation authorized to do business in Florida, and its successors.

"Bond Counsel” shall mean, initially, Bryant Miller Olive P.A., Orlando, Florida, or any
other attorney at law or firm of attorneys of nationally recognized standing in matters
pertaining to the federal tax exemption of interest on obligations issued by states and political
subdivisions.

"Business Day" shall mean any day other than a Saturday, a Sunday, or a day on which
banks in Orange City, Florida and Charlotte, North Carolina are authorized or required to be
closed.

"City" shall mean the City of Orange City, Florida, a municipal corporation.

"Code" shall mean the Internal Revenue Code of 1986, as amended from time to time,
and the applicable rules and regulations promulgated thereunder.

#Commitment” shall mean the proposal from the Bank dated January 21, 2009 for
providing the Loan.

"Date of Delivery" shall mean February 19, 2009.

"Debt Service" means principal of and interest on the Note, and other debt related costs,
due in connection with the Note.

"Default Rate" shall mean the Interest Rate plus two percent (2%) provided such rate
shall not exceed the highest rate of interest allowed by applicable law.

“Determination of Taxability" shall mean, with respect to a Note, the circumstance that
shall be deemed to have occurred if interest paid or payable on the Note becomes includable for
federal income tax purposes in the gross income of the Noteholder as a consequence of any act,
omission or event whatsoever, and regardless of whether the same was within or beyond the
control of the City. A Determination of Taxability will be deemed to have occurred upon (a) the
receipt by the City or a Noteholder of an original or a copy of an Internal Revenue Service
Technical Advice Memorandum or Statutory Notice of Deficiency which holds that any interest
payable on the Note is includable in the gross income of the Noteholder; (b) the issuance of any



public or private ruling of the Internal Revenue Service that any interest payable on the Note is
includable in the gross income of a Noteholder; or (c) receipt by the City or the Noteholder of an
opinion of Bond Counsel to the effect that any interest on the Note has become includable in the
gross income of the Noteholder for federal income tax purposes. For all purposes of this
definition, a Determination of Taxability will be deemed to occur on the date as of which the
interest on the Note is deemed includable in the gross income of the Noteholder. A
Determination of Taxability shall not occur in the event such interest is taken into account in
determining adjusted current earnings for the purpose of the alternative minimum tax imposed
on corporations. '

In the case of (a) and (b) above, upon the Determination of Taxability and timely written
notice thereof, the City shall have an opportunity to participate in and seek, at its own expense,
a final administrative determination or determination by a court of competent jurisdiction (from
which no further right of appeal exists) as to the existence of such event of taxability; provided
that the City, at its own expense, delivers to the Bank an opinion of Bond Counsel acceptable to
the Bank to the effect that such appeal or action for judicial or administrative review is not
without merit and there is a reasonable possibility that the judgment, order, ruling or decision
from which such appeal or action for judicial or administrative review is taken will be reversed,
vacated or otherwise set aside.

"Event of Default" shall mean an Event of Default as defined in Section 5.01 of this
Agreement.

"Fiscal Year" shall mean the twelve month period commencing October 1 of each year
and ending on the succeeding September 30, or such other twelve month period as the City may
designate as its “fiscal year" as permitted by law.

“Funds and Accounts” shall collectively mean the Construction Fund, the Revenue
Fund, the Sinking Fund, the Reserve Fund, the Special Assessment Prepayment Fund, and the
Interest Account and the Principal Account created within the Sinking Fund all under Section
4.02 of this Agreement.

“Tnvestment Banker” shall mean the City’s investment banker, D.A. Davidson & Co,,
Orlando, Florida.

"Loan" shall collectively refer to the loan in a principal amount equal to $750,000,
together with the interest accrued thereon pursuant to and in accordance with this Agreement.

"Maturity Date" shall mean April 1, 2025.

“Maximum Corporate Tax Rate” shall mean (a) on the date of issuance of the Note, 35%
and (b) thereafter, the maximum marginal rate of income tax imposed on corporations under
Section 11 of the Code.



“Special Assessmenis” means the non-ad valorem special assessments levied and
collected by the City within the Project Area pursuant to the Assessment Resolutions, including
without limitation amounts received from any foreclosure proceeding for the enforcement of
collection of such Special Assessments.

"Taxable Rate" shall mean the Prime Rate plus 2% per annum based upon a 360 day year
based upon twelve (12) thirty (30) day months, or (if lower only) the maximum interest rate
permitted by applicable law.

“Tax Collector” means the Volusia County Tax Collector.

Section 1.02. Interpretation. Unless the context clearly requires otherwise, words of
masculine gender shall be construed to include correlative words of the feminine and neuter
genders and vice versa, and words of the singular number shall be construed to include
correlative words of the plural number and vice versa. Any capitalized terms used in this
Agreement not herein defined shall have the meaning ascribed to such terms in the Note
Legislation. This Agreement and all the terms and provisions hereof shall be construed to
effectuate the purpose set forth herein and to sustain the validity hereof.

Section 1.03. Titles and Headings. The titles and headings of the Articles and
Sections of this Agreement, which have been inserted for convenience of reference only and are
not to be considered a part hereof, shall not in any way modify or restrict any of the terms and
provisions hereof, and shall not be considered or given any effect in construing this Agreement

or any provision hereof or in ascertaining intent, if any question of intent should arise.
REPRESENTATIONS AND WARRANTIES OF THE PARTIES

Section 2.01. Representations and Warranties of City. The City represents and

warrants to the Bank as follows:

(a) Existence. The City is a municipal corporation of the State of Florida, duly
created and validly existing under the laws of the State of Florida, with full legal right, power
and authority to enact the Authorizing Ordinance, to adopt the Resolution, to enter into this
Agreement, to perform its obligations hereunder and to issue and deliver the Note to the Bank.
The making, execution and performance of this Agreement on the part of the City and the
issnance and delivery of the Note have been duly authorized by all necessary action on the part
of the City and will not violate or conflict with the Act, or any agreement, indenture or other
instrument by which the City or any of its material properties is bound.

(b) Validity, Etc. This Agreement, the Note and the Note Legislation are or will be
valid and binding obligations of the City enforceable against the City in accordance with their
respective terms, except to the extent that enforceability may be subject to valid bankruptcy,
insolvency, financial emergency, reorganization, moratorium or similar laws relating to or from
time to time affecting the enforcement of creditors’ rights and except to the extent that the
availability of certain remedies may be precluded by general principles of equity.



(c) No Financial Material Adverse Change. Except as noted in the financial
statements or as disclosed separately by the City to Bank, there are no actions, proceedings or
investigations pending against the City or affecting the City (or any basis therefor known to the
City) which, either in any case or in the aggregate, might result in any material adverse change
in the financial condition, business, prospects, affairs or operations of the City or in any of its
properties or assets, or in any material impairment of the right or ability of the City to carry on
its operations as now conducted or proposed to be conducted, or in any material liability on the
part of the City and none which questions the validity of this Agreement, the Note or the Note
Legislation or of any action taken or to be taken in connection with the transactions
contemplated hereby or thereby.

(d Powers of City. The City has the legal power and authority to levy the Special
Assessments, pledge the Pledged Revenues and to covenant to budget and appropriate the
Non-Ad Valorem Revenues as described herein.

(e} Bank Qualification. To the extent that the Note issued pursuant to this
Agreement does not qualify as a "qualified tax-exempt obligation,” the City agrees that the Bank
may increase the Note Rate for such Note to provide the Bank with the same after tax yield.

(f) Special Assessments. The City covenants to adopt the Assessment Resolutions and
complied with all requirements of applicable law in connection with the levy and collection of the
Special Assessments.

(8) Non-Ad Valorem Revenues. The City currently receives the Non-Ad Valorem
Revenues and is legally entitled to covenant to budget and appropriate from such Non-Ad
Valorem Revenues amounts necessary to supplement the Special Assessments to the extent
necessary to pay the Debt Service on the Note and to make the other payments, if any, required
under the Note and this Agreement when due. Together with the Special Assessments, the Non-
Ad Valorem Revenues are estimated to be sufficient to pay the Debt Service on the Note and to
make the other payments, if any, required under the Note or this Agreement and to make all other
payments required to be made from Non-Ad Valorem Revenues as the same become due.

Section 2.02. Representations_and Warranties of Bank. The Bank represents and
warrants to the City as follows:

(a) Existence. The Bank is a North Carolina state banking corporation, authorized to
do business in the State of Florida, with full power to enter into this Agreement, to perform its
obligations hereunder and to make the Loan. The performance of this Agreement on the part of
the Bank and the making of the Loan have been duly authorized by all necessary action on the
part of the Bank and will not violate or conflict with applicable law or any material agreement,
indenture or other instrument by which the Bank or any of its material properties is bound.

(b) Validity. This Agreement is a valid and binding obligation of the Bank
enforceable against the Bank in accordance with its terms, except to the extent that
enforceability may be subject to valid bankruptcy, insolvency, financial emergency,



reorganization, moratorium or similar laws relating to or from time to time affecting the
enforcement of creditors’ rights (and specifically creditors' rights as the same relate to national
banks) and except to the extent that the availability of certain remedies may be precluded by
general principles of equity.

(c) Knowledge and Experience. The Bank (i) has such knowledge and experience in
financial and business matters that it is capable of evaluating the merits and risks of making the
Loan and investing in the Note, (ii} has received and reviewed such financial information
concerning the City as it has needed in order to fairly evaluate the merits and risks of making
the Loan and investing in the Note; (iii) is an "accredited investor" as such term is defined in
Regulation D to the Securities Act of 1933; and (iv) is purchasing the Note as an investment for
its own account and not with a view toward resale to the public. The Bank will not transfer the
Note except to another accredited investor.

ARTICLEIII
THE NOTE

Section 3.01. The Loan; Purpose and Use. On the date of this Agreement, the Bank
shall loan to the City the Loan the aggregate principal amount of Seven Hundred Fifty
Thousand Dollars ($750,000).

The proceeds of the Loan shall be used to (a) finance the Project, (b) pay capitalized
interest on the Note from February 19, 2009 through April 1, 2010, {c) fund the Reserve Fund at
the Reserve Fund Requirement, and (d) pay the costs and expenses associated with the issuance
of the Note.

Section 3.02. The Note. The Note shall be substantially in the form set forth as Exhibit
"A" to this Agreement. The general terms of the Note shall be as follows:

(a) Amount of Note. The Note shall have a principal amount of Seven Hundred
Fifty Thousand Dollars ($750,000).

(b) Interest. The Note shall bear interest at the Note Rate from the Date of Delivery
until paid. Upon the occurrence of one or more of the events specified in Sections 3.03 or 3.04 of
this Agreement, the Note Rate shall be adjusted as therein provided. Interest on the Note shall
be computed on the basis of twelve (12} thirty (30) day months and a 360-day year.

(©) Payments. Interest on the Note shall be paid quarterly commencing April 1, 2009
and thereafter on each July 1, October 1, January 1 and April 1 until the Maturity Date.
Principal on the Note shall be paid in quarterly installments beginning July 1, 2010, and
thereafter on each October 1, January 1, April 1, and July 1. Debt Service on the Note shall be
paid in substantially level payments, as set forth on Schedule I attached to the Note, subject to
prepayment by the City prior to the Note's maturity as provided in subsection 3.02(d) below.



(d)  Prepayment The Note shall be subject to prepayment at the option of the City
under the following conditions:

1. A one-time prepayment, in part, on or before July 1, 2010, without penalty, solely
from amounts on deposit in the Construction Fund, upon completion of the Project.

2. In whole, but not in part, on any scheduled payment date and subject to a
prepayment penalty equal to one percent (1%) of the principal amount prepaid.

Each prepayment shall be made on such date and in such principal amount as shall be specified
by the City in a written notice delivered to the Noteholder not more than fifteen (15) and not
less than three (3) Business Days prior to the specified prepayment date.

Upon a prepayment described in paragraph (d)1. above, the City, with the assistance of
the Investment Banker shall provide the Bank a revised amortization schedule, providing for
substantially level Debt Service payments commencing October 1, 2010 through the Maturity
Date.

Section 3.03. Adjustments to Note Rate, In addition to the circumstance described in
Sections 2.01(e) of this Agreement, the Note Rate shall be subject to adjustment (i) to the
Taxable Rate if the interest on the Note becomes includable in the gross income of the Bank for
Federal income tax purposes (an "Event of Taxability") or (ii} because of the enactment of any
amendments to existing law, the effect of which would adversely affect the Bank's after-tax
yield, or the Note shall not be "a qualified tax exempt obligation” as defined in Section 265(b)(3)
of the Code, then the Bank shall have the right to adjust the Note Rate in order to maintain the
same after-tax yield as if the event in (ii} had not occurred. This adjustment shall survive
payment of the Note until such time as the federal statute of limitations under which the
interest on the Note could be declared taxable under the Code shall have expired. For so long
as the Note is owned by the Bank, the Note Rate set forth above assumes a maximum corporate
tax rate of 35%. In the event of a change in the Maximum Corporate Tax Rate, so long as the
Note is owned by the Bank, or its successors and assigns, the Bank shall have the right to cause
the Note Rate to be adjusted in order to maintain the same after-tax yield. )

Section 3.04. Compliance with Section 215.84. The City represents, warrants, and
covenants that the Note Rate, as currently calculated in accordance with Section 215.84, Florida
Statutes, is in compliance with Section 215.84, Florida Statutes.

Section 3.05. Conditions Precedent to Funding. Prior to or simultaneously with the
delivery of the Note by the City there shall be filed with the Bank the following, each in form
and substance reasonably acceptable to the Bank:

@
(a) an opinion of counsel to the City to the effect that (i) the City is a municipal

corporation within the State of Florida, duly created and validly existing and has full legal right,
power and authority to enact and perform its obligations under the Note Legislation, and to
authorize, execute and deliver and to perform its obligations under this Agreement and the
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Note; (ii) the City has duly adopted the Note Legislation and such instrument constitutes a
legal, binding and valid obligation of the City, enforceable in accordance with their respective
terms; provided, however, the enforceability thereof may be subject to bankruptcy, insolvency,
reorganization, moratorium and other similar laws affecting creditors’ rights generally and
subject, as to enforceability, to general principles of equity and the exercise of judicial discretion;
(iil) except for post-closing disclosures to be filed with the State Division of Bond Finance and
Form 8038G to be filed with the Internal Revenue Service, all authorizations, consents,
approvals and reviews of governmental bodies or regulatory authorities required for the City’s
adoption, enactment, execution, approval and performance of this Agreement, the Note and the
Note Legislation have been obtained, provided that no opinion shall be required with respect to
any authorizations, consents, approvals or reviews required by the securities laws of the United
States of America or of any state, or of any other jurisdiction; (iv) the meetings of the City
during which matters relating to the Note were considered were held in accordance with all
applicable ordinances, rules and all of the laws of the State that govern the meetings of the City;
(v) the adoption or enactment, as the case may be, of the Note Legislation and the authorization,
execution and delivery of this Agreement and the Note, and compliance with the provisions
hereof and thereof, will not conflict with, or constitute a breach of or default under, any law,
administrative regulation, consent decree, ordinance, resolution or any agreement or other
instrument to which the City is subject nor will such enactiment, adoption, execution, delivery,
authorization or compliance result in the creation or imposition o'f‘any lien, charge or other
security interest or encumbrance of any nature whatsoever upon any of the property or assets of
the City, or under the terms of any law, administrative regulation, ordinance, resolution or
instrument, except as expressly provided by the Note Legislation; and (vi) to the best of their
knowledge as of the Date of Delivery that there is no action, suit, proceeding, inquiry or
investigation, at law or in equity, before or by any court, government agency, public board or
body, pending or, to the best of their knowledge, threatened against the City, affecting or
seeking to prohibit, restrain or enjoin the City from entering into this Agreement or the issuance
or delivery of the Note or contesting or affecting as to the City the validity or enforceability of
the Act in any respect relating to the authorization of this Agreement or authorization for the
issuance of the Note and the Note Legislation, or contesting the tax-exempt status of interest on
the Note, or contesting the powers of the City or any authority for the issuance of the Note or
the adoption or enactment, as the case may be, of the Bond Legislation. Notwithstanding the
foregoing, no opinion shall be required as to the applicability of any approvals, consents or
orders as may be required under the Blue Sky or securities laws or legal investment laws of any
state in connection with the offering and sale of the Note or in connection with the registration
of the Note under the Federal Securities laws.

(b) an opinion of Bond Counsel (who may rely on opinion of Counsel to the City),
stating that such counsel are of the opinion that: (i) the Note Legislation constitutes valid and
binding obligations of the City enforceable upon the City in accordance with their respective
terms; (i) the Note is a valid and binding special obligation of the City enforceable in
accordance with its terms, payable solely from the sources provided therefor in the Resolution
and this Agreement; (iii) assuming compliance by the City with certain covenants in this

11



Agreement relating to requirements contained in the Code (a) interest on the Note is excluded
from gross income for purposes of federal income taxation, and (b) interest on the Note is not an
item of tax preference for purposes of the federal alternative minimum tax imposed on
individuals and corporations; however, with respect to corporations (as defined for federal
income tax purposes), such interest is taken into account in determining adjusted current
earnings for the purpose of computing the alternative minimum tax imposed on such
corporations, and (iv) the Note is a "qualified tax-exempt obligation” within the meaning of
Section 265(b)(3) of the Code.

() a copy of a completed and executed Form 8038-G to be filed with the Internal
Revenue Service by the City; and

(d)  such other documents as the Bank reasonably may request (including, without
limitation, appropriate executed Florida Division of Bond Finance forms}.

When the documents-and items mentioned in clauses (a) through (d), inclusive, of this
Section shall have been filed with the Bank, and when the Note shall have been executed as
required by this Agreement, and all conditions of the Resolution have been met, the City shall
deliver the Note to or upon the order of the Bank, but only against the City's receipt of the
proceeds of the Loan.

Section 3.06. Registration of Transfer; Assignment of Rights of Bank. The City shall
keep at the office of the City Clerk in the City's records the registration of the Note and the

registration of transfers of the Note as provided in this Agreement. Subject to the restriction set
forth in the fourth paragraph of this Section, the transfer of the Note may be registered only
upon the books kept for the registration of the Note and registration of transfer thereof upon
surrender thereof to the City together with an assignment duly executed by the Bank or its
attorney or legal representative in the form of the assignment set forth on the form of the Note
attached as Exhibit A to this Agreement; provided, however, that the Note may be transferred
only in whole and not in part. In the case of any such registration of transfer, the City shall
execute and deliver in exchange for the applicable Note a new Note registered in the name of
the transferee. In all cases in which the Note shall be transferred hereunder, the City shall
execute and deliver at the earliest practicable time a new Note in accordance with the
provisions of this Agreement. The City may make a charge for every such registration of
transfer of the Note sufficient to reimburse it for any tax or other governmental charges
required to be paid with respect to such registration of transfer, but no other charge shall be
made for registering the transfer hereinabove granted. The Note shall be issued in fully
registered form and shall be payable in any coin or currency of the United States.

The registration of transfer of the Note on the registration books of the City shall be
deemed to affect a transfer of the rights and obligations of the Bank under this Agreement to the
transferee. Thereafter, such transferee shall be deemed to be the Bank under this Agreement
and shall be bound by all provisions of this Agreement that are binding upon the Bank. The
City and the transferor shall execute and record such instruments and take such other actions as
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the City and such transferee may reasonably request in order to confirm that such transferee has
succeeded to the capacity of Bank under this Agreement and the Note.

, In the event any Note is mutilated, lost, stolen, or destroyed, the City shall execute a new
Note of like date and denomination as that mutilated, lost, stolen or destroyed, provided that, in
the case of such a mutilated Note, such mutilated Note shall first be surrendered to the City,
and in the case of a lost, stolen, or destroyed Note, there first shall be furnished to the City
evidence of such loss, theft or destruction together with an indemnity satisfactory to it.

Nothing in this Agreement or in the Note shall be construed to prohibit the Bank from
granting a participation or participations in the Note to any other bank or banks affiliated with
Branch Banking and Trust Company or any subsidiary thereof. No such bank participant shall,
however, be a registered holder of the Note or any portion thereof.

Section 3.07. Ownetship of the Note. The person in whose name the Note is
registered shall be deemed and regarded as the absolute owner thereof for all purposes, and
payment of or on account of the Note shall be made only to the registered owner thereof or such
owner's legal representative. All such payments shall be valid and effectual to satisfy and
discharge the liability upon the Note, and interest thereon, to the extent of the sum or sums so
paid.

The registered owner of the Note is hereby granted power to transfer absolute title
thereof by assignment thereof to a bona fide purchaser for value (present or antecedent)
without notice of prior defenses or equities or claims of ownership enforceable against such
owner's assignor or any person in the chain of title and before the maturity of the Note;
provided, however, that the Note may be transferred only in whole and not in part and
provided further, that no transfer shall be permitted absent the City's (and the Bank's) receipt of
a letter in form and substance similar to the one delivered by the Bank pursuant o Section
218.385, Florida Statutes from such proposed transferee. Every prior registered owner of the
Note shall be deemed to have waived and renounced all of such owner's equities or rights
therein in favor of every such bona fide purchaser, and every such bona fide purchaser shall
acquire absolute title thereto and to all rights represented thereby.

Section 3.08. Use of Proceeds of Loan Permitted Under Applicable Law. The City
represents, warrants and covenants that the proceeds of the Loan will be used solely for

payment of the costs of the Project, capitalized interest on the Note and the costs and expenses
associated with the issuance of the Note, and that such uses are permitted by applicable law.

ARTICLE IV
COVENANTS OF THE CITY

Section 4.01. Performance of Covenants. The City covenants that it will perform
faithfully at all times its covenants, undertakings and agreements contained in this Agreement
and the Note or in any proceedings of the City relating to the Loan.
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Section 4.02. Funds and Accounts; Flow of Funds. So long as any principal or interest
due on the Note remains unpaid, the City will receive, use, apply and maintain the Funds and
Accounts as provided in this Section 4.02. There is hereby created and established the following
separate funds: the “City of Orange City, Florida Special Assessment Revenue Note, Series 2009
Revenue Fund” (the “Revenue Fund”); the “City of Orange City, Florida Special Assessment
Revenue Note, Series 2009 Sinking Fund” (the “Sinking Fund”); and the “City of Orange City,
Florida Special Assessment Revenue Note, Series 2009 Reserve Fund” (the “Reserve Fund”). The
City shall maintain within the Sinking Fund the following two separate accounts, the “Principal
Account” and the “Interest Account.” The City will maintain the Funds and Accounts as
separate, special funds on the books and records of the City, and will continuously secure the
moneys on deposit therein in the manner required for deposits of public funds and as set forth in
the City’s investment policy.

In addition to the funds and accounts established and held by the City, the City hereby
establishes the Sparkman Road Project Construction Fund (the “Construction Fund”) to be held
by the Bank.

Flow of funds. The City will collect the Special Assessments in the manner specified in the
Assessment Resolutions, and will apply and deposit the proceeds of the Special Assessments into
the Revenue Fund. The moneys in the Revenue Fund shall be deposited or credited on each
payment date, in the following manner and in the following order of priority:

1. The City shall first deposit into or credit to the Reserve Fund a sum sufficient to
maintain therein an amount equal to the Reserve Fund Requirement. Moneys in the Reserve
Fund shall be used only for the purpose of the payment of the principal of or interest on the
when the other moneys in the Sinking Fund are insufficient therefor, and for no other purpose.
On an annual basis the City shall determine if the moneys on deposit in the Reserve Fund
exceed the Reserve Fund Requirement, and any excess shall be withdrawn and deposited into
the Revenue Fund.

2. The City shall next deposit into or credit to the Interest Account such sums as are
necessary to the interest becoming due on the related payment date for the Note. Interest
payments due on April 1, 2009 through and including April 1, 2010 shall be paid out of the
capitalized interest moneys held in the Interest Account.

3. Next, the City shall deposit into or credit to the Principal Account such sums as
are necessary to the principal becoming due on the related payment date for the Note.

4. Any moneys remaining in the Revenue Fund after the deposits required in
paragraphs 1 through 3 above have been made shall held in the Revenue Fund.

In the event there are insufficient Special Assessments available to make any of the
deposits required in paragraphs 1 though 4 above, the City shall withdraw from the Reserve
Fund the amount of such deficiency, and thereafter the City shall budget and appropriate, by
amendment if necessary, sufficient Non-Ad Valorem Revenues of the City in the manner and to
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the extent provided in Section 4.04 hereof to provide the moneys necessary to pay the Debt
Service due on the Note on the next payment date.

Investment of Funds and Accounts. The Funds and Accounts shall be continuously
secured in the manner by which the deposit of public funds are authorized to be secured by the
laws of the State and the investment policy of the City. Moneys on deposit in the Funds and
Accounts may be invested and reinvested in investments authorized under the City’s
investment policy and maturing no later than the date on which the moneys therein will be
needed. Any and all income received by the City from the investment of moneys in each Fund
and Account other than the Reserve Fund and the Construction Fund shall be deposited in or
credited to the Interest Account. Investment earning on amounts deposited in the Construction
Fund shall be credited to and remain in the Construction Fund.

The moneys required to be accounted for in each of the Funds and Accounts may be
deposited in a single bank account, and funds allocated to the various Funds and Accounts
established herein may be invested in a common investment pool, provided that adequate
accounting records are maintained to reflect and control the restricted allocation of the moneys
on deposit therein and such investments for the various purposes of such Funds and Accounts
as herein provided.

Separate Accounts. The designation and establishment of the various Funds and
Accounts in and by this Agreement shall not be construed to require the establishment of any
completely independent, self-balancing funds as such term is commonly defined and used in
governmental accounting, but rather is intended solely to constitute an earmarking of certain
revenues for certain purposes and to establish certain priorities for application of such revenues
as herein provided.

Section 4.03. Payment of the Note. The City promises that it will promptly pay the
Debt Service on the Note and all other amounts due under this Agreement at the place, on the
dates and in the manner provided in Section 3.02 hereof and in the Note according to the true
intent and meaning hereof and thereof. Debt Service on the Note and all other amounts due
under this Agreement shall not be or constitute a general obligation or indebtedness of the City
as a "bond" within the meaning of Article VII, Section 12 of the Constitution of Florida, but shall
be payable solely from the Pledged Revenues in accordance with the terms hereof and of the
Note. The holder of the Note shall never have the right to compel the exercise of any ad
valorem taxing power to pay Debt Service on the Note, or be entitled to payment of such from
any funds of the City except from the Pledged Revenues as described herein and in the Note.

Section 4.04. Covenant to Budget and Appropriate. The City covenants to budget and
appropriate in each fiscal year from legally available Non-Ad Valorem Revenues of the City
amounts, if any, sufficient to provide for the timely payment of the Debt Service on the Note
and any other amounts required to be paid under the Loan Agreement, to the extent such
payments are not made or are not expected to be made from other Pledged Revenues. In the
event it is determined that the Pledged Revenues are insufficient to pay principal and/or
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interest due on the following payment date, the City will include in its annual budget, by
amendment if necessary and as soon as practicable, such amounts of Non-Ad Valorem
Revenues as will be needed to provide for payment of the Debt Service the Note, when due and
to make the other payments, if any, required to be made under the Note or the Loan
Agreement.

The covenant to budget and appropriate provided by the City under this Section 4.04
shall be deemed to be junior and subordinate to the City’s obligation arising as a result of the
granting by the City of a lien upon all or any specific source of Non-Ad Valorem Revenues,
whether previous or subsequent hereto (including the payment of debt service on bonds and
other debt instruments), and shall not be deemed to preclude the City from hereafter granting a
lien upon all or any specific sources of Non-Ad Valorem Revenues to secure the payment of any
debt or obligation of the City hereafter issued, so long as the granting of such lien will not have
the effect of impairing the obligation of the City under this Agreement and the Note or of
making unavailable sufficient amounts of reasonably anticipated Non-Ad Valorem Revenues
required to make timely payment of the Debt Service the Note and other payments, if any,
required to be made under the Note or this Agreement.

Such covenant to budget and appropriate does not require the City to levy and collect
any particular Non-Ad Valorem Revenues, nor does it give the holder of the Note a prior claim
on the Non-Ad Valorem Revenues as opposed to claims of general creditors of the City. It is
understood and agreed that the obligation of the City hereunder to budget and appropriate
Non-Ad Valorem Revenues shall not be deemed to pledge ad valorem tax revenues or to permit
or constitute a mortgage or lien upon any assets owned by the City and no holder of the Note
nor any other person, may compel the levy of ad valorem taxes on real or personal property
within the boundaries of the City or the use of any proceeds of ad valorem tax revenues for any
purpose. The City shall never be obligated to maintain or continue any of the activities of the
City, which generate user service charges, regulatory fees or any Non-Ad Valorem Revenues.
Except as provided hereafter, the obligations of the City under the Note and this Agreement
shall not be construed as a pledge of or a lien on all or any legally available Non-Ad Valorem
Revenues of the City, but shall be payable solely as provided herein and in the Note and are
subject in all respects to the provisions of Section 166.241, Florida Statutes, and are subject,
further, to the payment of services and programs which are for essential public purposes
affecting the health, welfare and safety of the inhabitants of the City.

Section 4.05. Tax_Covenant. The City covenants to the purchasers of the Note
provided for in this Agreement that the City will not make any use of the proceeds of the Note
at any time during the respective terms of such Note which, if such use had been reasonably
expected on the date the Note were issued, would have caused such Note to be an "arbitrage
bond" within the meaning of the Code. The City will comply with the requirements of the Code
and any valid and applicable rules and regulations promulgated thereunder necessary to
ensure the exclusion of interest on the Note from the gross income of the holders thereof for
purposes of federal income taxation.
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Section 4.06. Budget and Other Financial Information. The City shall:

1. Within two hundred ten (210) days following the end of each Fiscal Year of the
City, provide the Noteholder with a copy of the City's audited financial statements for the
preceding Fiscal Year specifically breaking out the Special Assessments; and

2. Provide the Noteholder with a copy of its resolution adopting its annual budget
within thirty (30) days of the adoption of the same, a completed budget book upon the
completion of the same, and such other financial information regarding the City as the
Noteholder may reasonably request.

Section 4.07. Special Assessments; Re-Assessments. (a) The City shall levy Special
Assessments, and evidence and certify the same to the Tax Collector or shall cause the Property
Appraiser to certify the same on the tax roll to the Tax Collector for collection by the Tax
Collector and enforcement by the Tax Collector or the City pursuant to Chapter 197, Florida
Statutes, or any successor statutes, as applicable, and Section 4.08 hereof, to the extent and in an
amount sufficient to pay Debt Service on the Note.

(b) If any Special Assessments shall be either in whole or in part annulled, vacated
or set aside by the judgment of any court, or if the City shall be satisfied that any such Special
Assessments are so irregular or defective that the same cannot be enforced or collected, or if the
City shall have omitted to make such Special Assessments when it might have done so, the City
shall either (i) take all necessary steps to cause new Special Assessments to be made for the
whole or any part of said improvement or against any property benefited by said improvement,
or (ii) in its sole discretion, make up the amount of such Special Assessments from any legally
available moneys, which moneys shall be deposited into the Revenue Fund. In case such
second Special Assessment shall be annulled, the City shall obtain and make other Special
Assessments until a valid Special Assessment shall be made.

Section 4.08. Method of Collection. Special Assessments shall be collected by the City
in accordance with the provisions of Chapter 170 or Chapter 197, Florida Statutes, or any
successor statutes thereto, as applicable, in accordance with the terms of the Assessment
Resolutions. The City shall use its best efforts to adopt the uniform method for the levy,
collection and enforcement of Special Assessments afforded by Sections 197.3631, 197.3632 and
197.3635, Florida Statutes, or any successor statutes thereto, as soon as practicable, or a
comparable alternative method afforded by Section 197.3631, Florida Statutes. The City shall
use its best efforts to enter into one or more written agreements with the Property Appraiser
and the Tax Collector, either individually or jointly (together, the "Property Appraiser and Tax
Collector Agreement") to effectuate the provisions of this Section. The City shall use its best
efforts to ensure that any such Property Appraiser and Tax Collector Agreement remains in
effect for at least as long as the Maturity Date of the Note. To the extent that the City is not able
to ‘collect Special Assessments pursuant to the "uniform tax roll collection” method under
Chapter 197, Florida Statutes, the City may elect to collect and enforce Special Assessments
pursuant to any available method under the Assessment Resolutions. The election to collect
and enforce Special Assessments in any year pursuant to any one method shall not, to the extent
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permitted by law, preclude the City from electing to collect and enforce Special Assessments
pursuant to any other method permitted by law in any subsequent year.
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ARTICLEV
EVENTS OF DEFAULT AND REMEDIES

Section 5.01. Events of Default. Each of the following is hereby declared an "Event of
Default:"

1. payment of the principal of or interest on the Note shall not be made within ten
(10) consecutive days of the same becoming due and payable;

2. the City shall default in the due and punctual performance of any other of the
material covenants, conditions, agreements and provisions contained in the Note or in this
Agreement and such default shall continue for thirty (30) consecutive days after written notice
shall have been given to the City by the Noteholder specifying such default and requiring the
same to be remedied; provided, however, that if, in the reasonable judgment of the Noteholder,
the City shall proceed to take such curative action which, if begun and prosecuted with due
diligence, cannot be completed within a period of thirty (30) days, then such period shall be
increased to such extent as shall be necessary to enable the City to diligently complete such
curative action; or

3. any representation or warranty of the City contained in this Agreement or in any
certificate or other closing document executed and delivered by the City in connection with the
closing of this Loan shall prove to have been untrue in any material respect when executed and
delivered, thereby adversely impairing the security for the Note; or

4. any proceedings are instituted with the consent or acquiescence of the City, for
the purpose of effecting a compromise between the City and its creditors or for the purpose of
adjusting the claims of such creditors, pursuant to any federal or state statute now or
hereinafter enacted; or

5. the City admits in writing its inability to pay its debts generally as they become
due, or files a petition in bankruptcy or makes an assignment for the benefit of its creditors,
declares a financial emergency or consents to the appointment of a receiver or trustee for itself
or shall file a petition or answer seeking reorganization or any arrangement under the federal
bankruptcy laws or any other applicable law or statute of the United States of America or any
state thereof; or

6. the City is adjudged insolvent by a court of competent jurisdiction or is adjudged
bankrupt on a petition of bankruptcy filed against the City, or an order, judgment or decree is
entered by any court of competent jurisdiction appointing, without the consent of the City, a
receiver or trustee of the City or of the whole or any part of its property and any of the aforesaid
adjudications, orders, judgments or decrees shall not be vacated or set aside or stayed within
sixty (60) days from the date of entry thereof; or

7. if, under the provisions of any law for the relief or aid of debtors, any court of
competent jurisdiction shall assume custody or control of the City or of the whole or any
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substantial part of its property and such custody or control shall not be terminated within
ninety (90) consecutive days from the date of assumption of such custody or control.

Section 5.02. Exercise of Remedies. Upon the occurrence and during the continuance
of an Event of Default, a Noteholder may, upon providing written notice, declare the principal
of the Note (if not then due and payable) to be immediately due and payable, and upon such
declaration, the same shall be immediately due and payable, anything contained in the Note or
this Agreement to the contrary notwithstanding. Upon the occurrence and during the
continuance of an Event of Default, the Noteholder may proceed to protect and enforce its
rights under the laws of the State of Florida or under this Agreement by such suits, actions or
special proceedings in equity or at law, or by proceedings in the office of any board or officer
having jurisdiction, either for the specific performance of any covenant or agreement contained
herein or in aid or execution of any power herein granted or for the enforcement of any proper
legal or equitable remedy, as the Noteholder shall deem most effective to protect and enforce
such rights. Without limiting the generality of the foregoing, the Noteholder shall have the
right to bring a mandamus action to require the City to perform its obligations under Article IV
of this Agreement. Acceleration of the amounts due under this Note shall not independently
cause the acceleration of the Special Assessments.

In the enforcement of any remedy under this Agreement, to the extent permitted by law,
the Noteholder shall be entitled to sue for, enforce payment of and receive any and all amounts
then or during any default becoming, and at any time remaining, due from the City for
principal, interest or otherwise under any of the provisions of this Agreement or of the Note
then unpaid, within interest on overdue payments of principal and interest (to the extent
permitted by law) at the Default Rate, together with any and all costs and expenses of collection
and of all proceedings hereunder and under the Note (including, without limitation, reasonable
legal fees in all proceedings, including administrative, appellate and bankruptcy proceedings),
but payable from the Pledged Revenues, without prejudice to any other right or remedy of the
Noteholder, and to recover and enforce any judgment or decree against the City, but solely as
provided herein and in the Note, for any portion of such amounts remaining unpaid and
interest, costs, and expenses as above provided, and to collect (but from the Pledged Revenues)
in any manner provided by law, the monies adjudged or decreed to be payable.

Section 5.03. Remedies Not Exclusive. No remedy herein conferred upon or reserved
to the Noteholder is intended to be exclusive of any other remedy or remedies herein provided,
and each and every such remedy shall be cumulative and shall be in addition to every other
remedy given hereunder.

Section 5.04. Waivers, Etc. No delay or omission of the Noteholder to exercise any
right or power accruing upon any default shall impair any such right or power or shall be
construed to be a waiver of any such default or any acquiescence therein; and every power and
remedy given by this Agreement to the Noteholder may be exercised from time to time and as
often as may be deemed expedient.
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The Noteholder may waive any default which in its opinion shall have been remedied
before the entry of final judgment or decree in any suit, action or proceeding instituted by it
under the provisions of this Agreement or before the completion of the enforcement of any
other remedy under this Agreement, but no such waiver shall be effective unless in writing and
no such waiver shall extend to or affect any other existing or any subsequent default or defaults
or impair any rights or remedies consequent thereon.

ARTICLE VI
MISCELLANEOUS PROVISIONS

Section 6.01. Covenants of City, Etc.: Successors. All of the covenants, stipulations,
obligations and agreements contained in this Agreement shall be deemed to be covenants,
stipulations, obligations and agreements of the City to the full extent authorized or permitted
by law, and all such covenants, stipulations, obligations and agreements shall be binding upon
the successor or successors thereof from time to time, and upon any officer, board, commission,
anthority, agency or instrumentality to whom or to which any power or duty affecting such
covenants, stipulations, obligations and agreements shall be transferred by or in accordance
with law.

Section 6.02. Term of Agreement. This Agreement shall be in full force and effect
from the date hereof until the Note and all other sums payable to the Bank hereunder have been
paid in full and shall survive the termination of this Agreement in relation to those provisions
that deal with retroactive cost increases for the Bank in relation to the tax exempt status of the
Note.

Section 6.03. Notice of Changes in Fact. Promptly after the City becomes aware of the
same, the City will notify the Bank of (a) any changes in any material fact or circumstance
represented or warranted by the City in this Agreement or in connection with the issuance of
the Note, and (b) any default under this Agreement, specifying in each case the nature thereof
and what action the City has taken, is taking and/or proposes to take with respect thereto.

Section 6.04. Amendments and Supplements. This Agreement may be amended or
supplemented from time to time only by a writing duly executed by the City and the
Noteholder.

Section 6.05. Notices. Any notice, demand, direction, request or other instrument
authorized or required by this Agreement to be given to or filed with the City or the Bank, shall
be deemed to have been sufficiently given or filed for all purposes of this Agreement if and
when sent by certified mail, return receipt requested:
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As to the City:

City of Orange City, Florida
205 E. Graves Avenue

Orange City, Florida 32763
Attention: Finance Department

With a copy to:

William E. Reischmann, Jr.

Brown Garganese Weiss & D'Agresta P.A.
225 E. Robinson Street

Suite 660

Orlando, Florida 32801

As to the Bank:

Branch Banking and Trust Company
5130 Parkway Plaza Boulevard
Building No. 9

Charlotte, North Carolina 28217

Either party may, by notice sent to the other, designate a different or additional address
to which notices under this Agreement are to be sent.

Section 6.06. Benefits Exclusive. Except as herein otherwise provided, nothing in this
Agreement, expressed or implied, is intended or shall be construed to confer upon any person,
firm or corporation, other than the City and the Noteholder, any right, remedy or claim, legal or
equitable, under or by reason of this Agreement or any provision hereof, this Agreement and all
its provisions being intended to be and being for the sole and exclusive benefit of the City and
the Noteholder.

Section 6,07, Severability. In case any one or more of the provisions of this
Agreement, any amendment or supplement hereto or of the Note shall for any reason be held to
be illegal or invalid, such illegality or invalidity shall not affect any other provision of this
Agreement, any amendment or supplement hereto or the Note, but this Agreement, any
amendment or supplement hereto and the Note shall be construed and enforced at the time as if
such illegal or invalid provisions had not been contained therein, nor shall such illegality or
invalidity or any application thereof affect any legal and valid application thereof from time to
time. In case any covenant, stipulation, obligation or agreement contained in the Note or in this
Agreement shall for any reason be held to be in violation of law, then such covenant,
stipulation, obligation, or agreement shall be deemed to be the covenant, stipulation, obligation
or agreement of the City to the full extent from time to time permitted by law.



Section 6.08. Business Days. In any case where the date of maturity of interest on or
principal of the Note or the date fixed for prepayment of the Note shall not be a Business Day,
then payment of such interest or principal shall be made on the next succeeding Business Day
on which the Bank is open for business with the same force and effect as if paid on the date of
maturity or the date fixed for prepayment, and no interest on any such priricipal amount shall
accrue for the period after such date of maturity or such date fixed for prepayment.

Section 6.09. Counterparts. This Agreement may be executed in any number of
counterparts, each of which when so executed and delivered, shall be an original; but such
counterparts shall together constitute but one and the same Agreement, and, in making proof of
this Agreement, it shall not be necessary to produce or account for more than one such
counterpart.

Section 6.10. Applicable Law. This Agreement shall be governed exclusively by and
construed in accordance with the applicable laws of the State of Florida.

Section 6.11. No Personal Liability. Notwithstanding anything to the contrary
contained herein or in the Note, or in any other instrument or document executed by or on
behalf of the City in connection herewith, no stipulation, covenant, agreement or obligation of
any present or future member of the City Council, officer, employee or agent of the City, officer,
employee or agent of a successor to the City, in any such person's individual capacity, and no
such person, in his or her individual capacity, shall be liable personally for any breach or non-
observance of or for any failure to perform, fulfill or comply with any such stipulations,
covenants, agreements or obligations, nor shall any recourse be had for the payment of the
principal of or interest on the Note or for any claim based thereon or on any such stipulation,
covenant, agreement or obligation, against any such person, in his or her individual capacity,
either directly or through the City or any successor to the City, under any rule or law or equity,
statute or constitution or by the enforcement of any assessment or penalty or otherwise and all
such liability of any such person, in his or her individual capacity, is hereby expressly waived
and released.

Section 6.12. Incorporation by Reference. All of the terms and obligations of the Note
Legislation and the Exhibit hereto are hereby incorporated herein by reference as if all of the
foregoing were fully set forth in this Agreement. All recitals appearing at the beginning of this
Agreement are hereby incorporated herein by reference.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be duly

executed as of the date first set forth herein.

"CITY"

(SEAL) CITY OF ORANGE CITY, FLORIDA

By:

City Manager
ATTEST:

By:

Clerk of the City of
Orange City, Florida

"BANK"

BRANCH BANKING AND
COMPANY

TRUST

[25472/001/00295715.DOCv2}
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EXHIBIT A
FORM OF NOTE

ANY HOLDER SHALL, PRIOR TO BECOMING A HOLDER, EXECUTE A PURCHASER'S
CERTIFICATE IN THE FORM ATTACHED TO THE RESOLUTION (HEREIN DEFINED)
CERTIFYING, AMONG OTHER THINGS, THAT SUCH HOLDER IS AN "ACCREDITED
INVESTOR" AS SUCH TERM IS DEFINED IN THE SECURITIES ACT OF 1933, AS
AMENDED, AND REGULATION D THEREUNDER.

CITY OF ORANGE CITY, FLORIDA
SPECIAL ASSESSMENT REVENUE NOTE,

SERIES 2009
Principal Sum Interest Rate Maturity Date Date of Issuance
$750,000 4.05% April 1, 2025 February 19, 2009

The CITY OF ORANGE CITY, FLORIDA (the "City"), for value received, hereby
promises to pay to the order of BRANCH BANKING AND TRUST COMPANY, a North
Carolina banking corporation authorized to do business in Florida, or its assigns (the "Holder"),
at 5130 Park Plaza Boulevard, Building No. 9, Charlotte, North Carolina, 28217, or at such other
place as the Holder may from time to time designate in writing, solely from the Pledged
Revenues described in that certain Loan Agreement by and between the Holder and the City,
dated as February 19, 2009 (the "Agreement"), the Principal Sum stated above advanced
pursuant to the Agreement, together with interest thereon as hereinafter provided until the
Maturity Date or the date the principal amount of this Note is paid in the manner hereinafter set
forth in any coin or currency of the United States of America which, at the time of payment, is
legal tender for the payment of public and private debts, which payments shall be made to the
Holder hereof by check mailed to the Holder at the address designated in writing by the Holder
for purposes of payment or by bank wire or bank transfer as such Holder may specify in
writing to the City or otherwise as the City and the Holder may agree.

All capitalized terms not otherwise defined herein shall have the meanings ascribed to
such terms in the Agreement. |

This Note shall bear interest at a fixed rate equal to 4.05% per annum, which shall be
calculated on a 30 day month/360 day year.

The Holder shall provide to the City such documentation to evidence any adjustment to
the Note Rate and the calculations made in connection therewith. Upon the occurrence of any
Determination of Taxability, as defined in the Agreement, this Note shall bear interest (from the
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