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Introduction

Presentecherewith is the City of Pensacola, Floridatwenty-first annual Report to
BondholdergReport) The purpose of this document isgmvide useful information to current
and potenal investors, rating agencies, bond insurers, municipal analysts and other interested
parties. It is also the mechanism used to fulfill the obligation the City has undertaken to annually
make available to the secondary market updated information comsigte that provided in
official statements.

Included in theReport is background information about the City and its services, key
staff, demographics and finances; particularly as such finances relate to revenues that have been
pledged to support delservice requirements on outstanding bonds. In addition, the Report
includes details about each outstanding bond issue for which the City has a legal olligation
report,includinginformation regardingconomically, but not legally, defeasedndissues All
of the information presented is as of the close of our most recent fiscal year, Septembgt,30, 20
unless the information is specifically noted as of a different date.

The City has contracted with Digital Assurance Certification, LLC (DAC Bond) to
provide compliance reporting for the municipal securities industry. Rbport to Bondholders
and Comprehensive Annual Financial Report (CAFR) is submitted annually through DAC Bond
to the Electronic Municipal Market Access (EMMA) System of the Municiaturities
Rulemaking Board (MSRB). This provides a central location where investors can obtain free
municipal bond information.

The CAFRIis the Citybs official financial document and should be read in conjunction
with this document An electronic cpy of the Reporand CAFRcan be accesseaxh the Cityos
web site {www.cityofpensacola.cojn under Government Department Listing, Financial
Services Annual Financial ReportsAny request for financial inforation must be submitted in
writing. If it is determined that the requested information should be available to the "market"
and is not included in one of these documents the response will be provided through a filing with
EMMA and the requestor will be swtified.

The City has not undertaken an independent review or investigation to determine the
accuracy of the information that has been obtained from other sources. Certain information
presented herein has been obtained from sources that are beliehedity to be reliable, but
neither the City nor the elected or appointed officials make any representations or warranties
with respect to the accuracy or completeness of that information.

To the extent that certain portions of the Report constitutenmsries of documents,
reports, resolutions or other agreements relating to the operations or outstanding debt of the City,
including the CAFR,this Report is qualified by reference to each such document, report,
resolution or agreement, copies of which rbayobtained from the Office of t&hief Financial
Officer at the addresgrovided in this document The Report contains certain capitalized
undefined terms. Such terms are defined in the resolutions of the City authorizing the issuance
of the respecti® bonds of the City.
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MAJOR HIGHLIGHTS
Pension Issues

The American Federation of State County and Municipal Emp®YAFSCME) union
agreed tochangs in the General Pension and Retirement Plan with a new three year union
contract effective October 1022. The changes consisted of: (i) increasing the average final
compensation base from two years to five years, (ii) reducing the benefit multiplier from 2.1% to
1.75% (times years of employment), (iii) reducing the cost of living adjustment for negesetir
from 1.5% per year to 1% per year, and (iv) prohibiting new participants in the Deferred
Retirement Option Program (DROP) from receiving a cost of living adjustment while
participating in DROP.Based on current estimates, these changes will resaltréaduction of
$680,000 per year in the Cityds required contributions and decrease the Unfunded Actuarial
Accrued Liability by $5.78 million.In exchange for the reduced benefits, the City agreed to
a5% pay increase effective October 1, 2013%apay ircrease effective October 1, 2013; and a
2% pay increase effective October 1, 20T4e City will begin negotiation in fiscal year 2015
for the next union agreement.

The City and the three police unions entered into agreements to close participaten in th
Police Officersd Retirement Fund effective January 1, 2013. Police Officers hired on or after
January 2, 2013 will be required to participate in the Florida Retirement System (PRE)e
Officers hired prior to January 2, 20Mere given the choict® remain in the Police Officerso
Retirement Fund or to join the FR3Iso in the agreements are several reductions in benefits for
officers with less than twenty years of service: (i) the vesting period will increase from ten years
to twelve years, (iixthe average final compensation basis will change from two years to five
years, (iii) the cost of living adjustment will reduce from 3% to 2% after ten years of retirement,
and (iv) pensionable income will be calculated on base pay, with no overtime. TG® DR
interest rateof 4.006 was reduced to 1.3% effective January 1, 2013 for new participants in
DROP, and such new participants will not receive a cost of living adjustment while participating
in DROP. These changes reseidtin a reduction in the Unfundefictuarial Accrued Liability to
the Police Officersd Retirement Fund of approximately $6.3 million and reduced the Cityfs
required contribution by approximately $743,000 per yéarexchange for the reduced benefits,
the City agreed to a 3% pay increasteaive October 1, 2012; a 5% pay increase effective
October 1, 2013; and a 5.5% pay increase effective October 1, 2014 for the Sergeants and Police
Officers. Additionally, the Lieutenants pay will be 10% higher than the highest paid Sergeant.
They alsareceived a bonus upon ratification of their contract and the pay ranges increased.

Since publication of the fiscal year 2014 CAFR, the City and the Fire Union entered into
an agreement that was ratified by the City Council on February 12, 2015, whichkeikeffect
once the Firefightersd Relief and Pension Plan changes are enacted on the State level and will be
applied retroactively to anffective date of October 1, 2014The Firefightersé Relief and
Pension will remain open. Overtime hours of uB@® hours for vested employees, up to 200
hours for unvested employees, and zero hours for new hires, will be pensionable. Also in the
agreement are several other reductions in benefits for firefighters with less than twenty years of
service: (i) the finkaverage compensation base will change from two years to five years, (ii) the
cost of living adjustment will reduce from up to 3% to up to 2%, and up to 1.25% for new hires,



(i) the spousal benefit was reduced to the same benefit as in the FRS,)aza distuarially
determined, costeutral Military buyback provision was added. New participants in DROP will
not receive a cost of living adjustment while in DROP and the DROP interest rate will reduce
from 4% to 1.3%. These changes will result in auotion in the Unfunded Actuarial Accrued
Liability to the Firefightersd Relief and Pension Plan of approximately $3.4 million and reduce

the Cityos required contribution by approximately $579,595 per year. In exchange for the
reduced benefits, the City mgd to: (i) an initial bonus of $1,500 for each firefighter in DROP
and $2,500 for all other firefighters; (ii) an increase in the mininpay for lieutenants to
$43,000, and for captains, to $53,000; (iii) an increase in pay effective October 1,e20hé p
agreedupon schedule: a 2% pay increase effective October 1, 2015, and a 3% pay increase
effective October 1, 2016, for those not participating in DROP; and a bonus in the amount of
$1,500 in each of these years for those participating in DRORpiof a pay raise.

Build America Bonds Effects of Sequestration

The Cityés Series 2009B Redevelopment Bonds (as described herein; See fiGeneral
Governmenfi Covenant to Budget and Appropriated and iCommunity Redevelopment Agency
(CRA)0) are fiBuild America Bondso. The American Recovery and Reinvestment Act of 2009
authorized issuers to issue taxable bonds known as fiBuild America Bondso or AiBABsO to
finance capital expenditures for which issuers could issue@xampt bonds and to elect to
receive a subdy payment from the federal government equal to 35% of the amount of each
interest payment on such taxable bonds (the fiFederal Direct Paymentso). The subsidy for the
Series 2009B Redevelopment Bonds is paid to the Citye receipt of the Federal Direct
Payments is subject to certain requirements, including the filing of a form with the Internal
Revenue Service prior to each interest payment date.

On March 1, 2013, as required by the Budget Control Act of 2011 and the American
Taxpayer Relief Act of @12, the President signed an executive order reducing the budgetary
authority in accounts subject to sequester, in accordance with the report issued by the Office of
Management and Budgef he order requires that the budget authority for all accountisein t
domestic mandatory spending category, which includes payments to issuers edaiirbonds,
including Build America Bonds, be reduced for federal fiscal yead.2®hayments maden
September 10, 2@1lin the amount of 453,902.94 were reduced.2 percentfrom the original
subsidy of $489,119.55The September 10, 280Jpayment was used towards the October 1,
2014 debt service payment on the Cityds Series 2009B Redevelopment Bonds. The order does
not affect payments for future years, although undeBirdget Control Act of 2011 there could
be additional sequester orders for future fiscal years through and including fiscal year 202

The TaxExempt Bond office of the Internal Revenue Service has issued guidance on the
effect of the sequester on dirgaetly bonddor fiscal year 20%. Payments made to issuers on or
afterOctoberl, 204, through and including September 30, 204ill be reducedipproximately
7.3 percent, unless Congressional action changes the reduction percduapagefiling of the
required reports to the IRS, the City will receive correspondence concerning the reduction.

Notwithstanding the reduction in receipt of federal direct payments, the City is obligated
to pay the principal and interest on the Series 2009:¥Rdopment Bondsom certainnon-ad



valorem revenuegursuant to a Covenant to Budget and Appropriate described herein.
Accordingly, the City does not expect the sequester to affect the receipt by bondholders of their
principal and interest payments.

Bond Ratings

On October 16, 2009Standard & Poorés Ratings Services (fiStandard & Pooriso)
affirmed its iAA0 on the Cityis Issuer Credit Ratingndon September 26, 201Bitch Ratings
(AFitcho) affirmed an implied general obligation rating fbe City of iIAA+o.

Also, on October 16, 2009 Standard & Poorfs assigned a long-term rating of AAA-0 and
on September 26, 201&tch affirmed a longterm rating of AAAO on the Cityds Redevelopment
Revenue Bonds, Series 2009A and Series 2009B (the fiSeries 2009 Redevelopment Bondso).

On March 26, 204 Standard & Poorés affirmed a long-term rating of iBBB0, on
August 28, 2014itch downgraded théong-term rating of iBBB0 to iBBB-fi and onAugust
26, 2014Moodyos Investors Service, Inc. (fiMoodybso) affirmed a long-term rating of fiBaalo
on the Cityds Airport Revenue Bonds. Outlook is negative with respect to the Standard &
Poorgs ratingand stable with respect to the Moodybs and Fitchratings.

The City was a participant and the only borrower pursuantParticipant Loan
Agreements with the City of Gulf Breeze, Florida (AiGulf Breezeo), executed and delivered in
connection with the Cityds Capital Improvement Revenue Bonds, Series 2010A-1 and Series
2010A2 (collectively, the i2010A Loan Agreementso) and the Citys Gas System Revenue
Bonds, Series 2010B and Series 2010B (collectively, the i2010B Loan Agreementso). Gulf
Breeze issued its Capital Funding Revenue Bonds, Series 2010A and Series 2010B (the AGulf
Breeze Bondso) to fund the 2010A Loan Progm (fi2010A Programo) and the 2010B Loan
Program (i2010B Programo and together with the 2010A Program, the iGulf Breeze 2010 Loan
Programo), respectively. As the City is the only borrowefrom the Gulf Breeze 2010 Loan
Program Moodyobs assigned an underlying rating of iAa30 to both series of the Gulf Breeze
Bondsbased upon the Cityos pledge of the Local Option Sales Tax (also referred to in this report
as the flnfrastructure Sales Taxo all as more fully described here)nto repayment ofthe
obligations undr the 2010A Loan Agreemerdaadbased orhe Cityds pledge ofnet revenues of
the Gas Systeno repayment of its obligations under the 2010B Loan Agreements

The fluctuations of the financial market and downgrades or potential downgrades of bond
insures ratings have had no material effect on principal and interest payments made by the City,
or the Cityds underlying bond ratings. All required principal and interest payments have been
remitted timely and in full.



Additional Information

If you haveany comments or questions regarding this report or the City, please address
them to:

Chief Financial Officer
City of Pensacola
222 West Main Street
Pensacola, Florida 3262
(850) 4351817 phone
(850)4351700fax
www.cityofpensacola.com

FINANCIAL SERVICES DEPARTMENT

RICHARD BARKER, JR.
Chief Financial Officer

ACCOUNTING STAFF

LAURA PICKLAP, CPA LAKIA MCNEAL
Accounting Services Manager Accountant

EXTERNAL PROFESSIONALS

RBC CAPITAL MARKETS, LLC BRYANT MILLER OLIVE, P.A.
City Financial Advisor City Bond Counsel
LOCKE LORD LLP MAULDIN & JENKINS
City Disclosure Counsel City Auditors
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GENERAL INFORMATION CONCERNING
THE CITY OF PENSACOLA

The City of Pensacola was incorporated in 1931 asuaicipal corporatiorof the State
of Florida. The City Council adoped a new charter on November, 2009 following voter
approval. Thenew charter instituted MayorCouncil form of governmentUnder the charter
the Councilconstitutesthe governing body of the City with all legislative powerstieé City
vested therein, consisting of nine (9) Council Members, one (1) to be elected from each of the
seven (7) election districts of the City, and two Council members to be elected at large. On June
11, 2013, voters approved amendments to the Cityt@htimat eliminated the two-&rge City
Council seats, upon the completion of the current terms, which will reduce the number of City
Council members from nine to seven by November 20Afer the November 2014 election,
one of the at large seats wasmghated which reduced thairrenttotal Council members elected
to eight (8). The Mayor elected at largas not a member of Council and does not have voting
power but has veto power over all ordinancaad resolutionsexcept those relating to
emergena@s, quasjudicial proceedings and charter amendments. A veto may be overridden
only by an affirmative vote of at least six Council membédtsery ten years €harter Review
Commission will be established to review the Cityds charter. Under the charterthe Mayor
serves ashe executive head of the City and app®anCity Administrator to assist in managing
daily operationsand with consent of the City Council, appoints the City Attorney, the City
Clerk, and the department heads

The City provides dull range of municipal services including public works, public
safety, and recreation and cultural activities. In addition, the City's enterprise activities include a
gas utility, port and airport operations, and sanitation services.

CITYS MANAGMENT

Biographies for theMayor, City Administrator, Chief Financial Officer,and City
Attorneyare as follows:

Ashton J. Hayward, Ill, Mayor. Ashton Hayward was elected Mayor of Pensacola in
2010, after the City passed a new charter forming a "strong mioyar"of government in 2009.
Hayward is a native of Pensacola, attended local schools, and graduated from Florida State
University. Prior to his election as mayor, Hayward worked in New York City for the AT&T
Corporation and the Financial Times. In 2003yWard returned to Pensacola with his wife, An,
and started a real estate firm, which he managed until taking office in 2011.

As mayor, Hayward manages a staffing level of more than 75fogees, a budget of
nearly $200million, and works with members dhe City Council to set policy and the City
budget. In addition to managerial and policy duties, the mayor also serves in an unofficial capacity
in guiding local economic development initiatives, leading legislative advocacy efforts to state and
federal ebcted officials and agencies, and ceremonial duties throughout the region.















DEBT ADMINISTRATION

The current outstandingeneral government debt service obligasiare paid fronthe
CRA Debt Service Fund, fahe CRA debt serge obligationsand the LOST Fund, fothe
LOST debt serge obligations The long term liability portion of the obligations is recorded in
the General Longerm Debt Account Group.Specifc revenues pledged for debbligatiors
include such sources a@ommunications Service Tax,ocal Option @les Tax and Tax
IncrementRevenues. The City has no general obligation debt. The City paid a total of
$3,365,000in principal and $,750,297in interest for all general government debt trarisast
during the fiscal year 2@. The City has adopted@ebt Incurrence anddministrationPolicy
which is included as Appendix A.

CASH MANAGEMENT

Available cash from all funds is pooled aadrrently depsitedin collateralized money
market accountand certificates of depositinterest earned is allocated tiwe differentfunds
based on their equity shardn fiscal year 204 combinedunrestrictedinterest income for all
Governmental, Expendable Truatd Proprietary funds wa2 24,410 The City has adopted a
formal Investmen®olicy (Appendix B) which is currently under review

LOCATION AND CLIMATE

The City is located in Escambia County, in théreme northwestern part of Florida. The
City is the seat of County government and covers an area of 25 square miles in the southern part
of the County. The City is situated just 50 miles east of Mobile, Alabama, via Interstate 10, and
is directly conneted by interstate highwayto Tallahassee, the state capital, which is
approximately 200 miles to the east. Located in a warm temperature zone, its climate is typical
of the region along the upper Gulf Coast of Florida. The winters are mild, and thesheanhis
tempered by the prevailing southerly winds from the Gulf of Mexico.

BUSINESS AND ECONOMIC ENVIRONMENT

The City is located in the Pensacola Metropolitan Statistical Area (MSA) and the
Pensacola Mobile Designated Marketing Area (DMA). The &aia MSA comprises Escambia
County (661 Square miles) and Santa Rosa County (1,024 square milesarea is proud of its
number one employer, thé.S. Navy; however tourism, health care and education make up the
majority of its workforce and economyl.ourism is the areads third largestsector behind military
and health cargnd has become a yeaund business.While the majority of tourism, business
and economic activity is not within the city limits of Pensacola, the City benefits substantially
from the tourism, economic and business activity within the MSA.

Military. The Pensacola MSA has an advantage in the calibeeemaomicstrength
generated byts military bases.Known since 1914 as the "Cradle of Naval Aviation", the area
supports te Naval Air Station (NAS) PensacoBronson keld, Saufley Field, Corry Station and
the Naval Hospital.These four bases support trainingtimbusands oS Navy, Marine Corps,



Coast Guard, and Air Force personnBensacola is also home to the Blue élsgthe Navy's
world famous flight demonstration teais well as the National Naval Aviation Museum which
is the world's largestaval aviation museum and one of the mesited museums in th8tate of
Florida. Historic and onef-akind aircraft are wplayed both inside the Museum's nearly
300,000 square feet of exhibit space and outside on-#€i@/groundsln addition, he National
Flight Academy(NFA) located at NASs a premier Science Technology, Engineering and Math
(STEM) educatiorcenter n which middle and high school studeriesarnthe necessary STEM
tools to succeed.

In 1914, NAS Pensacola consisted of 9 officers, 23 mechanics and 8 airplamzg,
NAS Pensacola is the home 15 tenant commands located on boardgig23acres. In 1971,
NAS Pensacola became the headquarters for NETC (Naval Education & gr&@ommand),
one of the largedflavy shore commandsNETC is responsible fahetraining and education of
all NavyandMarine Corps personnel worldwide.

Today, the Perazola Naval Complex in Escambia Coummploysmore thanl16,000
military and 7,400 civilianpersonnel In 2013, theUniversity of West Florida HAASCenter
releasedh Florida Defense Fact boakhich showedmilitary impact in Escambia and surrounding
Countes The fact book is updateelvery couple of yearsStatstics from the handboolare as
follows:

Military Employment in Northwest Florida

County Military Station(s) Total Personnel
Escambia NAS Pensacola, Corry Station, and Saufley Field 66,73]
Okaloosa Eglin and Hurlburt 71,15(

Santa Rosa NAS Whiting Field 14,211
Bay NAS Panama City, and Tyndall AFB 27,338
Total 179,43(

Source: FL Military Economic Impact Analysis 2013

Military Impact in Escambia County
(In millions)

County Economic Impact (Gross Regional Product) $6,743.]

Employment (number of jobs) 66,731
Sales Activity $4,694.¢
Consumption $2,757.1
Capital Investment $450.%

Source: FL Military Economic Impact Analysis 2013




Tourism. Tourism has played a vital role as a source for economic activity in the
Pensacola MSAMost popular are visitors from Ft. Walton, Destin and New Orleans for day trips
to Pensacola BeachThe tourism industry is the third largest sector of the areals economy
following military and health care PensacoldhasrankedamongForbes magazineis 200 fiBest
Places for Businesand Careerssince its inaugural list in 1999

The Pensacola area has a considerable number of facilities that support recreation and
leisure activities including a small amusement park, a water park, golf courses, marinas,
museums, a zoo, and sports complexes. Pensacolads main attraction is its sugar white sand beach
along the Gulf of Mexico.The 2014Trip Advisor Travelersd ChoiceE Beaches Awards included
Pensacola Beach as one of the countryds top 25 beaches. Pensacola Beach has been ranked
among the best in the country by Trip Advisor, Dr. Beach and the Travel ChaAhlehdy
known for some of the best diving spots, including therldos largest artificial reef, the USS
Oriskany, the Pensacola Bay Area is also home to five of the 12 trails along the Florida
Panhandle Shipwreck Trail developed by the Floridads Department of Stateds Underwater
Archaeology Team.Palafox Street, whichuns through the heart of downtown Pensacola, was
named one of the 2013 fil0 Great Streets in Americao by the American Planning Association
(APA). Palafox Street plays host to a variety of unique local restaurants, chic boutiques, trendy
bars and plentifuart galleries.

The Pensacolais Blue Wahoos, the Doublé affiliate baseball team to the Cincinnati
Reds hosted its inaugural season in 2Cdt2the newly constructed mulise stadium in the 32
acre Vince J. Whibbs, Sr. Community Maritime Paltk addtion to the popularity of the sport the
Blue Wahoos have received numerous awards inclubl@igg ranked 12th overall and 2nd in
Minor League Baseball by Stadium Journey in the Top 100 Stadium Experiences of 2014 which
reviews more than 2,000 stadiums aahyu Other attractions are the Gulf Island National
Seashore (which includes Fort Pickens, a historic U.S. military fort) and the National Museum of
Naval Aviation with its IMAX Theater.

The Pensacola Bay AreaitiZen andVisitors Bureaureported fisal year 204 to be
anotherrecordyearfor tourism generating84 million in Tourist Development dx collections
a7.5percent increase frothe previous yearThe Tourist Development Tax is gpércent tavon
the total payment received for the rentallease of living quarters and accommodations in a
hotel, motel, rooming house, mobile home park, recreational vehicle park, condominium,
apartment, multipleinit structure, mobile home, trailer, singéemily home, or any other
sleeping accommodations treae rented for a period of six months or less.

Government. As of calendar year 243 (the most recent information availahle)
government's share of employment in the Pensacola MsSApproximately19.77 percent
Government's employment share in Fdariwas15.14 percentwhile its presence in Escambia
County wasl8.96 percent Government's large share of employment in the Pensacola MSA is
accounted for by the relatively large presence of the military in the region.



EMPLOYMENT

The Pensacola MS#s a diversified trade, service, and manufacturing center with total
civilian employmenof 214,019during calendar year 201

Pensacola MSA Employment/Unemployment Statistics
(In thousands)

2009 | 2010 | 2011 | 2012 | 2013 | 2014

Civilian Labor Force 210.06|213.21 |1211.39(210.31|211.32 | 214.02
Total Employment 189.78 | 190.26 (190.17 |192.75|196.48 | 201.12
Unemployed 20.28 | 22.95 | 21.22 | 17.56 | 14.84 | 12.90

Unemployment Rate (percent)| 9.7 10.8 | 10.0 | 8.3 7.0 6.0

Souce: Florida Departmérof Labor and Employment Securitiéttp://freida.labormarketinfo.com
(a) Includes preliminary numbers for December 2014.

Ten Largest Employers and Manufacturers
Pensacola MSA

Employer Principal Business No. of
Rank Employees
Local Government Government Services 13,857
2 Federal Government Government Services 7,162
3 State Government Government Services 5,253
4 Sacred Hearth Health System Health Care Services 5,000
5 Baptist Health Care Health Cae Services 3,163
6 Lakeview Center Behavioral Health Care Servic 2,000
7 Ascend Performance Materials Industrial Nylon Business 1,400
8 Gulf Power Company Electric Utility 1,365
9 West Florida Regional Medical Health Care Services 1,300
Center
10 University of West Florida Education 1231

Source: City fiscal year 204 CAFR, Statistical section.
(a) The number of employees as reported for the Federal Government only includes civilian employees
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TRANSPORTATION

TransportationthroughoutnorthwestFlorida include major federal and state highways
connectinghe Pensacoleaicinity with majorcitiesin the United States. Interstate 10 provides an
eastwest thoroughfare that connects Pensacola to Mobiddgamaand New Orleand,ouisiana
to the westand Tallahasseé;loridaand Jacksonvillef-loridato the east. Highway 29 provides
four-lane access to Interstate 65 connecting Pensacola to Birmingham and MontgdaieEma
and AtlantaGeorgiato the north.

Interconnecting bus line service is dable from the City to most of the nation and a bus
transit servicaes operated by Escambia County Area Trafwithe countyarea as well.Two rail
lines serve the City and the surrounding area with scheduled freight serUiee.City has
deepwater pd facilities and is located on the inteoastal waterway that allows barge service
along the entire Gulf CoasiThe PensacollmternationalAirport is conveniently located near the
center of the City with air service provided by mainline air carriedsragional affiliates.Refer
to the Pensacola International Airport section of the Report for more details.

RECREATION AND CULTURAL ACTIVITIES

Because of its favorable climate and environment, the Pensacola area provides
opportunities for yearound recreation. Proximity to the Gulf of Mexico and interconnected
bays, sounds and harbors provides residents and visitors alike with many natural amenities.
Outdoor activities include swimming, sport fishing, boating, diving, tennis, golf, sailing, and
camping.

Recreational amenities includme public and numerous private golf courses, private
yacht clubsmultiple marinas, several tennis clulpgblic and privatéoat ramps, fishing piers, a
private zoo, a paced stock car racetrack, dog raeifmpgball stadium which host doubleA
baseball teammational monuments and the Gulf Island National Seashidre.national seashore
area covers 16 miles of Santa Rosa Island and includes thousands of acres of seashore and dunes
and 35 miles of beachfront.

The City's cultural activities include the Pensacola Symphony Orchestra, the Pensacola
Little Theater, the Pensacola Cultural Center, the T. T. Wentworth, Jr. Museum and the National
Museum of Naval Aviation. The cultural infrastructure also inclutiesKaleidoscope Dance
Theater/Ballet Pensacola, and the PensaBala Center, a 10,000 plus seat arena which has
hosted a wide variety of eventfOther facilities include the&ity owned Saenger Theater, a
restored 1925 theater, the UniversityWest Fbrida Center for Fine and Performing Arend
Pensacol&tateCollegeds Ashmore Auditorium.
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EDUCATION

Escambia County uses the County Unit System of education, operating under the
supervision of the State of Florid@he School System mdministered by the Escambia County
School Board.The Escambia County School District, which serves o@000 students, is the
20th largest school district in Floridall high schools in the County are fully accredited by the
Southern Association dfolleges and Secondary Schoolkhe Districtis average pupil/teacher
ratio is approximatelyl2.61. A significant number of secondary school students attend private
institutions including Pensacola Christian School, Catholic schools and Creative Learning
Center.

The University of West Florida was established in 1963 and classes began inTh@67.
University is a public Foulear Il Institution with the Carnegie Classification of
Doctoral/ResearchThe University is Level V (of VI) accrétgd by Southern Association of
Colleges and SchoolsGraduate and undergraduate degree programs are offered in many
disciplines including electrical engineering, education, business, computer science and marine
biology with the current enrollment 400,158 undergraduate an2l430graduate or unclassified.

The University of West Florida was named a Best Southeastern College by the Princeton Review
for the 2™ consecutive year. The award was based on surveys that evaluated universities on the
accessibiliy of professors, to the number of hours professors spend studying outside of the
classroom to the quality of food on campus.

Pensacola State College was officially opened in September 1948 and provides programs
in technical, vocational anddult education.Founded as Pensacola Junior College, upon the
Florida State Board of Educationds and Southern Association of Colleges and Schools (SACS)
Commission on Collegeés approval of two workforce baccalaureate degree programs, the
collegeés name changed to Pensacola State College in July of 20b@. college has grown into a
comprehensive multampus institution providing college credit courses to more tlG00Q
students annually.

Pensacola is also home to a number of privatéoseducational institutions including
Pensacola Christian College which enrolls approximatel@M students annually from all 50
states and approximatel 6ountries.

UTILITY SERVICES

County residents, including residents of the City, receive veaigisewer service from the
EmeraldCoastUltilities Authority, a franchiseghublic utility. Electricity is provided byhe Gulf
Power Company a division of the Southern Company and is regulated by the Florida Public
Service Commission. The City is tede franchise holder fonatural gas foEscambia County
excluding the Town of Centurgnd Pensacola Beaathich allows the City to be the primary
provider of natural gas to both city and county residents
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POPULATION AND PER CAPITA INCOME

Population. The population of the Pensacola M®&cording to the2010 Censuswas
448991 Population for the Pensacola MSA farecaséd to grow to 533,900 by 2025 The
populationgrowth for the Pensacola MSper the 2010 Censuiepresents nine percenincrease
from the 200 census population 0412,153with most of the growth in Santa Rosa County
Income per capita in 2@, according ® the UWF Haas Centefor the City, Escambia, Santa
Rosa both representing Pensacola MSAState of Florida and the United Staies$28,786

$24,049 $27,919 $26,617and £8,60Q respectively.

HISTORICAL AND FORECAST POPULATION
Pensacola MSA, State of Florida and United States 1980-2025
Pensacola
Escambia Santa Rosa MSA Florida United States
HISTORICAL
1980 233,794 55,988 289,782 9,746,324 226,545,805
1990 263,302 82,165 345,467 12,937,926 248,709,873
2000 294,410 117,743 412,153 15,982,378 281,421,906
2010 297,619 151,372 448,991 18,801,310 | 308,745,538
2014 306,630 163,654 470,284 19,667,913 | 317,352,277
FORECAST
2015 325,300 159,100 484,400 21,204,132 321,085,000
2020 336,600 172,900 509,500 23,406,525 334,123,000
2025 347,600 186,300 533,900 25,912,458 346,655,000
Source:Universityof West Florida HAAS centeand census.gov.
City of Pensacola Population
1980 1990 2000 2010 2014
57,794 58,906 56,255 51,923 (a) 52,028
SourceCity fiscal year 204 CAFR, Statistical section
(a) Decreasén population numbers are based on the 2010 United States Census.
Age and Gender Distribution for Population 2014
Median
Location Male |Female| 0-14 | 15-24 | 25-34 [ 35-44 | 45-54 | 55+ Age
City of Pensacola 47.2% | 52.8% | 15.7% [ 12.2% | 13.7% | 10.9% | 14.6% | 32.9% 43
Escambia County 49.5 50.5 17.7 16.3 13.2 11.0 13.9 27.9 38
[Santa Rosa County| 50.8 49.2 18.9 12.8 12.9 13.3 16.0 26.1 39
Florida 48.9 51.1 17.1 13.0 12.4 12.5 14.3 30.7 41
United States 49.2 50.8 19.5 14.0 135 13.0 14.2 25.8 37
SourceUWF Haas Center

Note: Escambia and Santa Rosa Counties make up Pensacola MSA
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TOTAL RETAIL SALES

The following table sets forth the trend in total retail saldsscambiaCounty for

calendaryears2010through2014 (ay
(In thousands)

2010 2011 2012 2013 2014
Escambia Co. $8,296,222 $8,983,154 $8,783,069 $9,025,015 $9,759,815

Source: Florida Department of Raue(DOR), Tax Revenu®ffice; (http://myflorida.com/do,
(a) The numbers presentadthe tablewill continue to change as DOR audits are completed.

BONDED INDEBTEDNESS

The following table shows the bonded indebtedness of the City and the principal amount
outstanding on Septaber 30, 204.

Self-Supporting Revenue Debt Principal
Airport Refunding Revenue Bonds, Series 2005A, due 10/01/27 $ 14,325,000
Airport Taxable Customer Facility Charges Revenue Note, Series 2008, due 12/31/15 11,800,000
Airport Capital Improvement Revenue Bonds, Series 2008 (AMT), due 10/1/38 (a) 33,460,000
Airport Refunding Revenue Bonds, Series 2010, due 10/1/18 6,860,000
Gas System Revenue Bonds, Series 2010B-1&2, due 10/1/17 6,505,000
Gas System Revenue Note, Series 2011 4,090,000
Airport Revenue Note, Series 2012 6,300,000
Total Self-Supporting Revenue Debt: 83,340,000
Non-Self Supporting Revenue Debt
Redevelopment Revenue Bonds, Series 2009, due 4/1/2040 44,545,000
Capital Improvement Revenue Bonds, Series 2010A-1&2, due 10/1/17 12,690,000
Total Non-Self Supporting Revenue Debt: 57,235,000
Total Bonded Indebtedness: $ 140,575,000

(&) The bonds have twseries $6,390,000pledgingNet General Airport Revenuesid $£7,079000pledging Passenger
Facility Charge (PFC) revenues

CITY'S DEBT LIMIT

There are no statuty, constitutional or City Charter debt limits applicable to the City.
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OVERLAPPING DEBT

Overlapping governments are those that coincide, at leapart, with the geographic
boundaries of theCity. This schedule estimates the portiontiee outstandig debt of those
overlapping governments that is borne by the residents and businé#ise<City. Thisprocess
recognizes that, when considering thigy's ability to issue and repay long term ddhg entire
debt burden borne by the residents andrmssies should be taken into account. Howevex, thi
does not imply that every tgpayer is a residentand therefore responsible for repaying the debt
of each overlapping governmenAll debt issued by Emerald Coast Utilities Authoiigyself
supporting thereforeit is not included in the schedule below.

The following table shows the overlapping bonded indebtedness ofgbessments that
coincide, at least in part, with the geographic boundaries of thea@atythe principal amount
outstanding on &tember 30, 2@U(dollars in thousands)

Estimated
Share of
Estimated Direct and
Debt Percentage Overlapping
Governmental Unit Outstanding Applicable Debt
Other Debt
Escambia County
Sales Tax Revenue Bonds $ 74,075 16.9700% $ 12,571
Tourism Development Revenue Bonds 6,168 16.9700% 1,047
Capital Improvement Bonds/Notes 37,065 16.9700% 6,290
Escambia County School District
State Board of Education Bonds 3,720 16.9700% 631
Certificates of Participation 34,751 16.9700% 5,897
Subtotal, overlapping debt 26,436
City direct debt 57,235
Total direct and overlapping debt $ 83,671

SourceCity of Pensacola Comprehensive Annual Financial Report.
Note:

Estimated percentages for Escambia County and Escambia County School District is obtained by dividing poediyion
by the countyds population.
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BONDED DEBT TO TOTAL GENERAL EXPENDITURES

The following table sets forth the ratio of annual debt service expenditures for bonded
debt to total general expenditures for the City during the last ten years:

CITY OF PENSACOLA, FLORIDA
RATIO OF ANNUAL DEBT SERVICE EXPENDITURES FOR
GENERAL BONDED DEBT TO GENERAL OPERATING EXPENDITURES (1)
LAST TEN FISCAL YEARS

Ratio of Debt
General Service to General

Fiscal Total Debt Operating Operating
Year Principal Interest Service(2) Expenditures (2) Expenditures
2005 $ 6,136,150 $ 2,720,715% 8,856,925 (3)] $109,828,931(4) 8.06
2006 2,452,282 1,697,772 4,150,054 77,114,151 (5) 5.38
2007 3,250,76 869,914 4,120,674 75,777,269 (6) 5.44
2008 3,372,006 707,627 4,079,633 72,325,588 5.64
2009 2,850,209 558,261 3,408,476 70,969,063 4.80
2010 3,231,188 513,132 3,744,320 73,441,591 5.10
2011 3,354,959 362,98( 3,717,939 72,694,609 5.11
2012 3,504,241 2,306,928 5,811,169 (7) 76,954,239 7.55
2013 4,189,053 2,165,403 6,354,456 (8) 77,025,210 8.25
2014 560,00( 2,141,749 2,701,749 (9) 72,276,078 37.38

Source: Cityfiscal year 204 CAFR

(1) The City has no general obligation deliFinancing aresecured by pledge ofspecific revenues noedved from ad
valorem taxation.This schedule does not include refunded debt.

(2) Includes General, Special Revenaad DebtService Funds Total debt service excludes debt paid with tajzed
interest and federal subsidies well asdebt paid from the Local Option Sales Tax Capital Fand CMPA
Construction Fund General operating expenditures exclaedgpital outlay expenditures.

(3) Includes $4,596,000 to payoff the 1997 and 1898 Breeze Loas

(4) Includes expenditures 088234,759related to Hurricanes lvan, Dennis, and Katrina

(5) Includes expenditures 05$94,628related to Hurricanes lvan, Dennis, and Katrina.

(6) Includes expenditures of $1,129,136 related to ielames lvan, Dennis, and Katrina.

(7) Includes first year ointerest payment®n the Series 2009 Redevelopment Bonds which were not covered by
capitalized interest

(8) Includes first year of principal payments on the Series 2009 Redevelopment Bonds.

(9) Decrease due to the payoff off the Saleg€xXise Tax Refunding Revenue Bonds, Series 2004 and Redevelopment
Refundng Revenue Note, Series 2004 in fiscal year 2013.

PROSPECTIVE FINANCINGS

The City does not anticipate issuing any new governmentairdéie succeeding year.
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ASSESSED AND APPRAISED VALUES

The following table shows the assessed and estimated appraised valablef paaperty
for the last ten fiscal years (unaudited):

Ratio of
Personal Central Total

Real Property Property Taxable to
Property Personal | Appraised| Central | Appraised Total Total

Fiscal |Real Taxable| Appraised | Taxable | Value (1) | Taxable | Value (1) [Total Taxable| Appraised | Appraised
Year | Value (1) (2)] Value (1) (3)| Value (1) (2) Value (1) (2) Value (1) | Value (1) (2)| Value
2005 | $ 1,973,701 $ 3,238,59¢ $ 364,243 $ 413,014 $ 7,138 $ 7,139 $ 2,345,085 $ 3,658,74% 0.64
2006 2,219,644 3,594,930 376,062 421,214 6,944 6,944 2,602,653 4,023,084 0.65
2007 2,250,05( 3,652,079 365,246 433,774 4,847 4,847 2,620,139 4,090,694 0.64
2008 2,834,42( 4,713,764 400,819 534,629 4,517 4,517 3,239,747 5,252,909 0.62
2009 2,954,401 4,760,528 408,203 537,58] 5,117 5,113 3,367,711 5,303,222 0.64
2010 2,782,691 4,749,243 400,151 568,137 7,384 7,604 3,190,224 5,324,984 0.60
2011 2,704,174 4,557,110 385,661 569,93( 5,839 6,093 3,095,68( 5,133,133 0.60
2012 2,636,586 4,435,062 376,692 555,899 4,514 4,731 3,017,793 4,995,691 0.60
2013 2,541,844 4,147,699 360,314 517,53 5,064 5,277 2,907,224 4,670,511 0.62
2014 2,579,974 4,223,889 356,553 552,387 5,28 5,581 2,941,811 4,781,852 0.62

Source: Escambia County Property praiserfs Office
(2) In thousands Estimates provided by the Escambia County Property Appraiser's.Office
(2) A dollar amount assigned to the total real estate on the tax roll for the purpose of equalizing the burden of taxation.

(3) An opinion of an apmiser, which is based upon an interpretation of facts and beliefs into an estimate of value, as of a stated

date.

The fiscal year2010 through 2013data, as released by the Escambia County Rsope
Appraiseris Office, reflect slight decreass in appraisd valuesdue to the stagnant housing
market.

PENSION FUNDS

Since the publicain of the fiscal year 2014 CAE, the General Pension and Retirement
Planactuarial report dated as of Semiber 30, 2014the Firefightersd Relief and Pension Plan
actuarial report dated as of October 1, 2@ad the Police Officersd Retirement Fund actuarial
reportdated as ofOctober 1, 2014vere releasedBased on GASB 67 requiremerite Cityds
September 30, 201det pensioniability, asrepored in the most recenactuarialreport was
$33,049,380%$6,447,593and$34,738,503respectively

For funding purposeghe Cityis required contributionare basedon "level percentage"
basisfor the Fire pensiorand aflevel dollan basis forthe General and Police pensioBee also:
MAJOR HIGHLIGHTST Pension Isses.
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FLORIDA RETIREMENT SYSTEM

The City closed the General Pension and Retirement Plan on June 18, 2007 requipoglicon
safety, fulltime employees hired thereafter to join the Florida Retirement System (FRS).
Existing nonpublic safety, fulltime employees were given the option to remain in the retirement
plan in which they currently participate or join the FR&s of March 18, 2013, the Police
Officersd Retirement Fund is closed to new participants, requiring all new police officers to join

the FRS. The Cityds contribution to the FRS for the year ending September 30, 2014 was
$1,099,863 Information concerning the FRS may be obtained from the FRS Annual Reports and
the Florida Comprehensive Annual Financial Reports available at:
http://www.dms.myflorida.com/workforce_operations/retirement/publications/annual _regraits
www.Myfloridacfo.com/division/aa/Reports

OTHER POST EMPLOYMENT BENEFIT PROGRAM

Retired employees have the option of continuing the same type of medical, including
prescription drug benefits available to them while they were employed with the S3tstion
1120801, Florida Statutes, requires the City to provide retirees the opportunity to participate in
the group employee health pla®@ther postemployment benefits ("OPEB") are provided for
certain of its retired employees in the form of an implicit rate idybisy the commingling of
claims to determine the annual premiuni$ie cost of the premiums is paid totally by the retirees
with no explicit subsidy.In fiscal year 2008, the City implemented the Governmental Accounting
Standards Board's Statement No. #3ccounting and Financial Reporting by Employers for
Postemployment Benefit Plans other than Pension Plans (GASBH®.City accounts for the
annual preniums for retirees on a retirgray-all basis. GASB 45 attempts to more fully disclose
the costsof employment by requiring governmental units to include future OPEB costs in their
financial statementsThe requirement is to recognize and disclose the unfunded OPEB liability;
however, there is no requirement that the liability be funded.

The City hired a certified actuarial firm to calculate the Cityds OPEB liability. As
disclosed in Note IV, page 126 of the fiscal year 2014 CAFR, the calculation, based on 2012 data,
produced an unfunded obligation of $18,437,212 and an annual requitetdut@mn (ARC) of
$945,366. The ARC is reported on the proprietary fund financial statements as a salaries and
employee benefits expense and is allocated as a functional expense of the governmental activities
on the Statement of ActivitiesThe ARC is eported as a net OPEB lotgym liability on the
respective statements and because the City does not intend to fund the ARC, the net OPEB
liability will continue to grow each year.
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GENERAL GOVERNMENT

INTRODUCTION

General Government includes progsanormally considered to be governmental in nature
(police, fire, recreation, etc.) and the revenue sources normally associated with financing those
programs. Not included in the general government category would be enterprise operations,
similar in natue to private sector entities, financed by the sale of a product or service to
customers.  Also excludedire the Cityds blended component units, the Community
Redevelopment Agency and tB®@mmunity Maritime Park Associates, Inc. as well asGltg's
housirg program.

General government debt includes debt proceeds used to fund projects related to general
government programs and for which debt service is paid from general government revenues.

REVENUES

A five-year summary of revenues pledgedstgport gaeral government indebtedness
follows:

FISCAL FISCAL FISCAL FISCAL FISCAL
YEAR YEAR YEAR YEAR YEAR
Revenue Source 2010 2011 2012 2013 2014

Capital Improvement Revenue Bonds, Series 2010A

Local Option Sales Tax (one
cent) $ 5,866,075 | $ 6,323,106 $ 6,401,758 | $ 6,665,836 | $ 7,015,227

(a) The City believes that thncrease in Local Option Sales Tax is related t@boundingourismeconomy from aggressive
marketing efforts funded by British Petroleum in responskedieepwater Horizon Oil Spill

(Remainder of page is intentionally left blank due to the length of the following schedule.)
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COVENANT TO BUDGET AND APPROPRIATE

The Series 2009 Redevelopment Bonds are secured by a covenant by the City to

approprate in its annual budget in eafiscal year, by amendment if necessampn-ad valorem
revenue®f the City as described in the applicable authorizing resolutions (a iCovenant to Budget
and Appropriate0). A five-year summary afion-ad valorem revenudsllows:

FISCAL FISCAL FISCAL FISCAL FISCAL
YEAR YEAR YEAR YEAR YEAR
Revenue Source 2010 2011 2012 2013 2014
Local Government Half Cent
Sales Tax $ 3,397,011»| $ 3,672,768 | $ 3,715,814 | $ 3,844,693 | $ 4,053,658
Franchise Fees
Electric 6,240,353 6,158,610 5,504,301e) 5,152,478 5,792,684n)
Gas, Water, Sewer 2,257,577 2,273,652 2,269,875 2,366,078 2,502,912
Public Service Taxes
Electric, Gas, Water 6,487,374 6,649,313 6,466,283%) 6,620,9670) 7,400,241n)
Communication Services Ta) 3,795,244 3,675,699 3,600,306 3,468,827 3,115,591
State Shared Revenues 2,217,559 2,229,613 2,245,133 2,257,090 2,272,710
Funds Transfers
Transfer from Gas System 8,000,000 8,000,000 8,000,000 8,000,000 8,000,000
Other 2,477,728 2,530,548 6,059,571 2,476,228 2,525,508
Total $34,872,846 | $35,190,203 | $37,861,283 | $34,186,361 | $ 35,663,304

(a) Decreased revenuesfiscal year2010area result of the economic downturn experienced nationally

(b) The increase in electric franchise feefisnal year2010 is related to rate increases by Gulf Po@@mpany

(c) The increase iRPublic Service Taxesin fiscal year 2010s related tahe rate increases by Gulf Powgompanyas well as
consumption of gafor Pensacol&nergy

(d) The increase iRublic ServiceTaxes is related ta rate increase by Emeraldast Utilities Authorities

(e) The decrease in electric franchise fees Rutalic Service Taxes in fiscal yeaR012 is related to rate decreases by Gulf
PowerCompanyas a result of decreased fuel cost which is passed onto the customers.

(f) Theincrease in other revenues in fiscal y&ix12 is related to the sale of Gibyvned property in the amount of 895,507

(9) The increase in Public Service Taxes is related to a rate increase by Gulf Power Company.

(h) The increase iRranchise Fees artlblic Service Taxes is related &mincreased natural gas and electric sales.

(i) The decrease ifommunication Services Tax can be attributed to recent legislative chaPggmid calling arrangement
sales previously subject to the CST are now subject only to the saleRR&dgr to theCommunication Services Tax
paragrapton thesubsequerpagedor a more complete disclosure

Refer tofiCommunity Redevelopmenfgencyo sectionfor a more complete description of
the Series 2009 Redevelopment Bonds noted elsewhere, the Series 2009 Bonds are secured
by a Covenant to Budget and Appropriate, Tax Increment Revenues and, with respect to the
Series 2009B Bonds, Federar&rt Payments. The City usédnd proceeds to leverage a New
Markets Tax Credits (NMTC) transaction for the Maritime Park Project. Theriyimty NMTC
transaction loans have a priority claim on Tax Increment Revenues. Accordingly, the holders of
the Series 2009 Bonds have been advised to view the Cityds Covenant to Budget and Appropriate
as the primary security for the portion of the Se@l869 Bonds utilized for the leverage loan,
although Tax Increment Revenues remain a source of payment for the Series 2009 Bonds
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Chapter 218, Part VI, permits the City to pledge its shares of the Loear@oent HaHCent
Sales Tax for the payment of principal and interest on any capital project.

As initially enacted, Chapter 218, part VI, Florida Statutes provided that the Local
Government HalCent Sales Tax was to be computed based upothahef the then newly
effective 5th cent of the State sales tax. In 1885 law was amended to provide that 9.697% of
the proceeds of the sales tax remitted by a sales tax dealer located within thenavantybe
deposited in the Trust Fund. This percentages amended in 1987 for the State's fiscal year
ending June 30, 1988 to 9.846%; for fiscal years 1®8% 9.888%, fiscal years 1993 at
9.664%,fiscal years 199200 to 9.653% fiscal year2004 to 8.715 fiscal year 2008.3 to
8.814%and for fiscal gar 2014 to 8.8854%

Under Chapter 212 of the Florida Statutes, the sales tax collected by the State includes, but
is not limited to, a levy on the following:

(a) Thesale of tangible personal property sold at retail in the State;

(b) Theuse,consumpion, distribution, or storage for use or consumptimfitangible personal
property in the State when the same is not sold in the State;

(© Thelease or rentadn tangible personal property;

(d) Accommodationgn hotels, motels, some apartments andteff;

(e) Parkingand storage places in parking lots, garages and marinas for motor vehicles or
boats;

() Admissiongo places of amusement, most sport or recreation events and theaters;

(G) Utilities, except those used in homes;

(h) Restauranmeals;

() expendables used in radio and television broadcasting;
() Telegraphmessages and long distance telephone calls beginning and terminating in the
State; and

(k) Mail order sales to purchasers within the State.

Among the items exempted from theesakax are groceries; medicines, hospital rooms
and meals; seeds, fertilizers and farm crop protection materials; purchases by religious, charitable
and educational neprofit institutions; professional, insurance and personal service transactions;
and edgational institutions' athletic events.

The sales tax is collected on behalf of the State by businesses at the time of sale at retail,
use, consumption, or storage for use or consumption, of taxable property and remitted to the State
on a monthly basisChapter 212 provides for penalties and fines, including criminal prosecution,
for noncompliance with the provisions thereof.

To be eligible to participate in the Local Government Hzght Sales Tax, the counties
and municipalities must comply with cent requirements set forth in 268, Florida Statutes.
These requirements include those concerning the reporting and auditing of its finances, the
levying of ad valorem taxes or receipt of other revenue sources, and certifying certain
requirements pertaing to the employment and compensation of law enforcement officers, the
employment of firefighters and the method of fixing millage rates for levying of ad valorem taxes.

The City has complied with and has covenanted in the resolutions authorizisguaeae
of bonds payable from proceeds of the Local GovernmentCtait Sales Tax to take all lawful
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action necessary or required to comply with all of the requirements set forth in Chapter 218, Part
VI, in order for the City to receive its maximum alltica of funds from the Trust Fund so long

as any of such Bonds remain outstanding. To be eligible to participate in the Trust Fund in future
years, the City must comply with certain eligibility and reporting requirements of 218.23(1),
Florida Statutes. therwise, the City may lose its Trust Fund distributions for twelve (12) months
following a "determination of noncompliance" by the State Department of Revenue.

The Local Government Halfent Sales Tax collected within a county and distributed to
local government units is distributed among the county and the municipalities therein in
accordance with the following formula:

County Share unincorporatec | 2/3 incorporate
(percentage of total Hal -2 populatiol _area populatior
total county 2/3 incorporate:

Cent Sales Tax receipt , + _
population area populatior

Each Municipalty Share = Municipality Population
(percentage of total Hal total county 2/3 incorporate
Cent Sales Tax receipt populaton * area populatior

For purposes of foregoing formula, "population” is based upon the latest official State
estimate of population certified prior tke beginning of the local government fiscal year. Should
any unincorporated area of the County become incorporated as a municipality, the share of the
Local Government HalCent Sales Tax received by the County and the City would be reduced.
During thefiscal year ended September 30,12@mounts received from the Local Government
Half-Cent Sales Tax equaled $53,658

INFRASTRUCTURE SALES TAX (Local Option Sales Tax- one cent)

Section 212.055, Florida Statutes, authorizes local governments toeiragbscretionary
sales surtax of 0.5 percent or 1.0 percent to finance, plan and construct infrastructure projects,
among other purposes (herein, the fiSurtax0). However, local governments may not impose the
Surtax on any sales amount above $5,000 onitany of tangible personal property and leng
distance telephone services (the fi$5,000 Capo). Floridads six percent (6%) sales and use tax (the
6% Sales Taxo) does not have the $5,000 cap that is imposed on the Surtax. The levy of the
Surtax must be purant to an ordinance of the countyds governing board and approved by a
referendum of the electors of the county. The Surtax proceeds may be distributed pursuant to
Section 218.62, Florida Statutes.

On January 28, 1992, the Board of County Commissionérthe County enacted
Ordinance No. 920 which authorize the County to levy throughout the County a 1.0 percent
Surtax for a period of seven (7) years commencing June 1, 1992 and concluding May 31, 1999.
On December 17, 1996, the Countybs Board of County Commissioners enacted Ordinance No.
96-50 which extended the 1.0 percent Surtax for a period of eight (8) additional years
commencing June 1, 1999 and concluding May 31, 2007 (the 1.0 percent Surtax as enacted and
extended is hereireferred to in this qgort asthe filnfrastructure Sales Taxo or thefiLocal Option
Sales Tax0 or ALOST0). The levy of the Infrastructure Sales Tax was approved by a special
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referendum of the Countyls electorate on March 10, 1992 and the levy of the above-described
extension otthe Infrastructure Sales Tax was approved by a special referendum of the Countybs
electorate on May 13, 1998ince then, two additionaixtensios of the Infrastructure Sales Tax
have been approved. On March 13, 200%,referendum, commencing@ruaryl, 2007 and
concludingDecembei31, 2017and on November 4, 2014, by referendum, commencing January
1, 2018 and concluding December 31, 2028he County provided that distribution of the
proceeds of the Infrastructure Sales Tax to the incorporated mumiegpaf the County would

be controlled by the formula set forth in Section 218.62, Florida Statiés formula for
distribution of the Infrastructure Sales Tax is the sa®edhat of the Sales Tax. See formula
under the section of this Report to Bonltlers entitled iThe Sales Taxo.

The Florida Department of Revenue (iDORO0) has the responsibility to administer, collect,
and enforce all Surtaxes, including the Infrastructure Sales Tax. The proceeds of each countybs
Surtax collections are transfedréo the Discretionary Sales Surtax Trust Fund. DOR is the
authorized collection agency and retains 3% of the total revenue generated for all counties levying
asurtax. The amount deducted for administrative costs is required to be used only for gh®se co
directly attributable to the Surtax. The total administrative costs are to be prorated among those
counties levying the Surtax on the basis of the amount collected for a particular county to the total
amount collected for all counties.

Pursuant toSection 212.15, Florida Statutes, vendors are required to remit sales tax
receipts by the twentieth (20th) day of the month immediately following the month of collection.
No statute prescribes a deadline for remitting Surtax proceeds to the local ggJeodies.
However, according to the accounting division of DOR, DOR consistently remits the Surtax
proceeds to such local governing bodies by the twhitty(25th) day of the month immediately
following the month of receipt by DOR. During the fécear ended September 30,120
amounts received from the Local @pt Sales Tax equaled ®15,227

GULF POWER COMPANY FRANCHISE FEES

On October 25, 1949, the City enacted an ordinance granting the Gulf Power Company,
for a period of 30 years, a franchigeconstruct, maintain and operate electric light and power
facilities for the purpose of supplying electricity to the City and its inhabitants. In consideration
for granting the franchise, and pursuant to such ordinance, the Gulf Power Camvjthimythis
section, AGulf Powero) was required to pay annually to the City, and the City had the power to
levy and collect, franchise fees equal to three percent (3%) of the revenues of Gulf Power from
the sale of electric energy in the City.

On December 20, 19, the City Council passed Ordinance No-7®land Ordinance No.
62-79, effective December 26, 1979 (as further amended by Ordinancecervacted January
27, 1994), granting Gulf Power a-§@ar franchise. Though the-§@ar franchise has expired,
Gulf Power continues to operate under the existing agreement and will do so until contract
negotiations are complete. Among its provisions, the expired franchise agreement provided that
Gulf Power would pay to the City within thirty (30) days after thet fdiay of each month a
franchise fee determined by ordinance of the City based upon a percentage of Gulf Powerts
revenue from the furnishing of electric service to customers served under all of its rate schedules
within the corporate limits of the City celtted during the preceding month. The City has
covenanted in the resolution authorizing the issuance of bonds payable in part from such franchise
fees not to grant any exemptions from payment of the franchise fee. The current percentage of
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revenues paids a franchise fee is six percent (6%). During the fiscal year ended September 30,
2014, the franchise fees received from Gulf Power amounted to $5,792,684.

EMERALD COAST UTILITIES AUTHORITY FRANCHISE FEES

The franchisefees pledged to the City's owsting bonds consist of fees collected
through the conveyance by the City to the Emerald Coast Utilities Authority, formerly known as
the Escambia County Utilities Authorityithin this sectionthe fiAuthorityo) of its franchise to
operate and maintainwaater and sewer system serving the inhabitants of the City HG&JA
Franchise™). Under Ordinand¢os. 32-70, 5781, 5881, 3384 and 451 enacted by the City
Council, respectively, on June 15, 1970, December 21, 1981, December 21, 1981, August 9,
1984, and September 26, 1991 (collectively, tHeCUA Franchise Ordinance"), the City has
imposed franchise fees on the Authority which, since October 1, 1991 have been equal to six
percent (6%) of the Authority's annual revenues from the furnishing of waleseaver utility
service to customers within the corporate limits of the City. The fees are due and payable on a
monthly basis. Under Ordinance No-8%, the City and the Authority may negotiate changes to
the above percentage at intervals of no less tme (1) year, except that the percentage shall not
be increased beyond the percentage permitted by law. EDWA Franchise granted to the
Authority pursuant to th&CUA Franchise Ordinance is for an indefinite term, except as may be
otherwise required \b the Authority Act (as hereinafter defined) and other provisions of
applicable law. The City has covenanted in the Resolution that so long as any Bonds are
outstanding it will take all action legally available to it to insure its receipt ofrémehisefees.

During the fizal year ended September 30, 2@ie franchisedes received from the Authority
amounted to $512,125

The Authority was created in 1981 by Chapter3d86, Laws of Florida, as subsequently
amended, the "Authority Act" as a loca\wgrnmental body, corporate and politic, for the purpose
of acquiring, constructing, financing, owning, managing, providing, promoting, improving,
expanding, maintaining, operating, regulating, franchising, and otherwise having plenary
authority with respet to certain utility systems within the territorial limits of Escambia County,
Florida. Such utility systems include water and sewer utility systems throughout Escambia
County. Chapter 8427, Laws of Florida, amended Chapter-3&b, Laws of Florida, to
expressly authorize the City Council of the City to impose a franchise fee upon the Authority.

PENSACOLA ENERGY (PE) FRANCHISE FEE

On June 15, 197@he City enacted amrdinancegrantingPE, a department of the Cityg
franchiseto operate and maintain gas utility system servig the inhabitants of the City
Collection of thegasfranchise fee was approved through buddetinanceNos. 33-68 on August
28, 1968which allowed for franchise fee collect®rio beginin fiscal year 1969. Under
OrdinanceNos. 32-70, 27-88 and 46-91 enacted by the City Council, respectively, on June 15,
1970, July 14, 1998and September 26, 1991 (collectively, thE'Franchise Ordinance"), the
City has imposed franchise fees lBl& which, sinceSeptember 261991 have been equal to six
percent (6%) of thennual revenues from the furnishing of natural gas service to customers
served within the City's corporate limitsThe fees are due and payable on a monthly basis.
During thefiscal year ended September 2014 the franchise fees received frdtk amounted to
$990,787.
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PUBLIC SERVICE TAXES

Pursuant to the City Charter and other applicable provisions of law, the City enacted
Ordinance No. 3@7 on August 27, 1987, levying taxes currently designated as Public Service
Taxes (formerly known as Ultilities Servicesx€a), on each and every purchase in the City of
electricity, metered or bottled gas, water and local telephone service, in the amount of ten percent
(10%) of the charge made by the seller of such service and each and every purchase in the City of
fuel oil in the amount of four cents ($.04) per gallon. During the fiscal year ended September 30,
2014 the Public Service Taxder electric, gas and wateamounted to $,400,241

COMMUNICATIONS SERVICES TAX

On January 29, 1998, as authorized by Florida Skad¢ute 166.231(9)(a)2, the City
Council passed Ordinance No98 electing to change from a 10% Public Service Tax on local
reoccurring telephone service to the B#ad basedelecommunications Tax. Ordinance Ne. 1
98 commenced on July 1, 1998he City elected todrminatethe Telecommunications Tax and
commence the Communications Services Tax effective on and after October.1, 2001

Beginning October 2001, the State of Floridaplemented a tasimplification plan,
which authorized the City to celtt a new Communications ServiCesx. The tax combines the
sales tax on communications services, the municipal public service tax on telecommunications
services, local franchise fees on cable and telecommunications companies and provides a permit
fee opton for local governments. The new structure is an attempt to simplify theawey are
collected and distributed, and are also intendechpdiure emerging technologiek May 2014,
Legislature passed HB 5601, which amended and revised the defioftifprepaid calling
arrangemento to clarify the services included under that definition. As a result of this change,
prepaid calling arrangement sales previously subject to the CST are now subject only to the sales
tax. Under HB 5601, this new definitiomas applied retroactively to June 1, 201Zhe
Communications Services Tag not directly pledgedto existing debt issuedowever to the
extent there is a deficiency in the available amount of Imfrestre Sales Tax Revenues, the
Capital ImprovemenRevenue Bonds, Series 20104nd Series 20108 are payable from the
Communications Services Taxlhe Cityds tax rate at implementation wds50% effective one
year until October 1, 2002and the current rate B.2246. The collections forfiscal year @ded
September 30, 2@&were 8,115,591

STATE SHARED REVENUES

Pursuant to Florida Statutes Chapter 218 Sectionh20F-lorida Revenue Sharing Act of
1972 establishes an allocation to ensure a minimum level of revenue parity across units of local
govenment. An allocation formula is used to distribute 1.3409 percent of sales and use tax
collections and the net collections from the -@eet municipal fuel tax among qualifying
municipalities. Thestate revenue sharing calculation formerly included Itloghltcent cigarette
tax and the Zent cigarette tax; however, effective July 1, 2000 the State revised the state revenue
sharing calculation to exclude the cigarette taxes and replace that revenue streaduthal
sales tax revenues. Stasverue sharing collections for sales and use tax and fuel tatigoal
year ended September 30, 2@lere $11,690,480and $82,230 respectively.
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FUNDS TRANSFER FROM GAS SYTEM

As established by the City Councilts Financial Planning and Administration Policy, a
transfer fromPE to the General Fund ieviewedeach year to assufeEs competitive edge.
Long-term, the budgeted transfer should not be more than 15 percent of buéfetedenues.
The transfer from thBPE Systenmfor fiscal year ended Septdrar 30, 204 was $80 million.

OTHER REVENUE SOURCES

The other revenue sources pledged unde€Ctheenant tdBudget andAppropriate include
various permits, liquid petroleum gas tasarious rebates, miscellaneous parks and recreation
revenues, fines arforfeits, interest income, sale of assets and donations.

DEBT MANAGEMENT

Issuance ofthe Capital Improvement Revenue Bonds, Series 204DAnd Series
2010A2. On August 10, 2010 the City entered into two Loan Agreements (the fiSeries 2010A
Loan Agrementso) with the City of Gulf Breeze, Florida (iGulf Breezeo) whereby Gulf Breeze
loaned to the City from proceeds of its 2010A Participant Loan Program, $5,910,000 (the fiSeries
2010A-1 Loano) to refinance its Capital Improvement Revenue Bond, Series 2000A (the fiSeries
2000A Bondso) and $12,280,000 (the fiSeries 2010A-2 Loano) to refinance its Capital
Improvement Revenue Bond, Series 2000B (the fiSeries 2000B Bondo and together with the
Series 2000A Bond, the fiSeries 2000 Participant Bonds0). Pursuant to the respective Series
2010A Loan Agreement, the City issued its Capital Improvement Revenue Bonds, Series 2010A
1 (the fiSeries 2010A-1 Bondso), in the aggregate principal amount of $5,910,000 to evidence its
obligation to repay the Series 201:0A.0an and & Capital Improvement Revenue Bonds, Series
2010A:2 (the fiSeries 2010A-2 Bondso and together with the Series 2010A-1 Bonds, the fiSeries
2010A Bondso), in the aggregate principal amount of $12,280,000 to evidence its obligation to
repay the Series 20102 Loan. The Series 2010A Bonbsar interest dixed rates with a final
maturity ofOctober 1, 2017 The Series 2010A Bonds are secured by a first and padrpassu
lien upon the Pledged Revenues consisprigharily of the Cityds Infrastructure Sales Tax (@s
indicated above, the Infrastructure Sales Taal$® known as the Local Option Sales Tax or
LOST). The Series 2000 Participant Bonds were variadie bonds outstanding in an aggregate
principal amount of $20,000,000The refunding allowed th€ity to replace the variable rate
obligations with fixed rate obligations.

Issuance of Series 2009 Redevelopment Bon&efer to iCommunity Redevelopment
Agencyo section for a more complete description of the Series 2009 Redevelopment Bonds. As
notedelsewherethe Series 2009 Bonds are secured by a Covenant to Budget and Appropriate,
Tax Increment Revenues and, with respect to the Series 2009B Bonds, FewetaP&yments.
The City usedond proceeds to leverage a New Markets Tax Credits (NM&G3dction for the
Maritime Park Project. The underlying NMTC transaction loans have a priority claim on Tax
Increment Revenues. Accordingly, the holders of the Series 2009 Bonds have been advised to
view the Cityds Covenant to Budget and Appropriate as the primary security for the portion of the
Series 2009 Bonds utilized for the leverage loan, although Tax Increment Revenues remain a
source of payment for the Series 2009 Bonds
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HISTORICAL DEBT SERVICE COVERAGE

The following table shows historical ded@rvice coverage for tigeries 2018 Bondsas
of September 30, 2d. The Series 2010ABondsare secured by a pledge of the Infrastructure
Sales Taxand to the extent of any deficiency in the available amount of Infrastructure Sales Tax
Revenues, the Comumnications Services Tax

DEBT SERVICE COVERAGE T CAPITAL IMPROVEMENT REVENUE BONDS,
SERIES 2010A1 AND SERIES 2010A2

FISCAL FISCAL FISCAL FISCAL FISCAL
YEAR YEAR YEAR YEAR YEAR
2010 2011 2012 2013 2014
Infrastructure Sales Tax $5,866,075 $6,323,106 $6,401,758 $6,665,836  $7,015,227
Total Maximum Bond Service
Requirement (a) 3,516,653 3,516,653 3,516,653 3,515,025 3,515,025
Ratio of Total Infrastructure
Sales Tax to Maximum Bond
Service Requirement on Serie
2010A Bonds 1.67 1.80 1.82 1.90 2.00

(a) MaximumBond Sevice Requiremenbccurs in fiscal year 261

(Remainder of page is intentialfy left blank due to the length of the following schedule.)
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CITY OF PENSACOLA, FLORIDA *
$5,910,00CCAPITAL IMPROVEMENT REVENUE BONDS, SERIES 2A0A-1

AND

$12,280,000 CAPITAL IMPROVEMENT REVENUE BONDS, SERIES 2010A2

Dated:August 10, 20Q

PURPOSE:

* The City of Gulf Breeze, Florida issuéd Capital
Funding Revenue BondSeries2010A (2010A Loan
Programt Loans to City of Pensacola, Florid&yr
the purpose of loaning the proceeds the City
pursuant to the Series 2010A Loan Agreemeitise
Series 2Q0A-1 Bond was issuedy the City to
refinance its Capital Improvement Revenue Bagnd
Series 2008. The Series 2010& Bond was issued
by the City to refinance the Capital Improvement
Revenue Bond, Subordinate Series 2000B. The
Series 2000 Padipant Bonds werevariable rate
obligations. The refunding allowed the City to
replace the variable rate obligations with fixed rate
obligations

SECURITY:

The Series 2IDA Bonds arelimited obligatiors of

the City payable solely from Pledged Revenues
which consist ofthe Cityfs Infrastructure Sales Tax

and to the extent of any deficiency in the available
amount of Infrastructure Sales Tax Revenues, the
Communications Services Tax.

AGENTS:

Trustee T US BankNational AssociationOrlandqg
Florida

Bond CounselT McGuire Woodd.LP, Jacksonville
Florida

Insurance T None on the Series 2010A Bonds
ISSUED AS:

Series 2010AL Bonds: $5,910,000 serial bondse
iom/17

Series 20104 Bonds:$12,280,000serial bondslue
10/1/17

RATINGS:
None on the Series 20A Bonds
REDEMPTION:

The Series 2Q0A Bonds are notsubject tooptional
or mandatoryredemption prior totheir respective
stated dates of maturity

OUTSTANDING PARITY BONDS :
None
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CITY OF PENSACOLA, FLORIDA
$5,910,00CCAPITAL IMPROVEMENT REVENUE BONDS, SERIES 2010A1

SUMMARY OF DEBT SERVICE REQUIREMENTS

Coupon
Fiscal  Coupon Rate Principal Interest Fee Subtotal Total
Year Rate (w/ Fees) Payment Payment Payment Int & Fee Fiscal Year
2015 5.000% 5125% $ 955,000.00 $ 182,375.00 $ 4,559.38 $ 186,934.38 $ 1,141,934.38
2016 5.000% 5.125% 1,005,000.00 133,375.00 3,334.38 136,709.38 1,141,709.38
2017 5.000% 5.125% 1,055,000.00 81,875.00 2,046.88 83,921.88 1,138,921.88
2018 5.000% 5.125% 1,110,000.00 27,750.00 693.75 28,443.75 1,138,443.75

$ 4,125,000.00 $ 425375.00 $10,634.39 $ 436,009.39 $ 4,561,009.39

CITY OF PENSACOLA, FLORIDA
$12,280,000 CAPITAL IMPROVEMENT REVENUE BONDS, SERIES 2010A2

SUMMARY OF DEBT SERVICE REQUIREMENTS

Coupon
Fiscal  Coupon Rate Principal Interest Fee Subtotal Total
Year Rate (w/ Fees) Payment Payment Payment Int & Fee Fiscal Year

2015 5.000% 5.125% $ 1,985,000.00 $ 378,625.00 $ 9,465.63 $ 388,090.63 $ 2,373,090.63

2016 5.000% 5.125% 2,085,000.00 276,875.00 6,921.88 283,796.88 2,368,796.88
2017 5.000% 5.125% 2,190,000.00 170,000.00 4,250.01 174,250.01 2,364,250.01
2018 5.000% 5.125% 2,305,000.00 57,625.00 1,440.63 59,065.63 2,364,065.63

$ 8,565,000.00 $ 883,125.00 $ 22,078.15 $ 905,203.15 $ 9,470,203.15
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COMMUNITY RE DEVELOPMENT AGENCY (CRA)

INTRODUCTION

On September 25, 1980, the City Council made the determination that a blighted area
existed in the City, and that there was a need for a redevelopment agency to implement the
revitalization of this blighted area. aBed on this determination, the City Council declared itself
the Community Redevelopment Agency (CRA) pursuant to the provisions of Chapter 163, Part
lll, Florida Statutes. This action, adopted by Resolution NeB®and amended by Resolution
22-10, alsooutlined the rights, powers, duties, privileges and immunities invested in the City
Council acting as the CRA. The CRA as an agency exists until dissolved by action of the City
Council. With the new form of City government effective January 10, 2018 Mhyor is no
longer a part of the CounciHowever, the CRA and the Cigxecutedan Interlocal Agreement
to provide the Mayor with executive authority and supervision over the daily operatitns o
CRA.

MANAGEMENT

The CRA's daily operations are managed by City staff per the Interlocal Agreement
between the CRA and the City.

THE REDEVELOPMENT AREA

In 1980, the City Council designated an area in the Pensacola inner city as a blighted are
suitable for community redevelopment pursuant to the Redevelopment Act. The Urban Core
Community Redevelopment Area comprises an area of 1,308 acres or 256 blocks bounded on the
west by "A" Street; on the north by Cervantes Street; on the east by t@thuél the L & N
Railroad trestle and the mouth of Bayou Texar; and on the south by Pensacola Bay (see
accompanying map in Appendix D). The Urban Core Community Redevelopment Area has
experienced major revitalization as a result of private reinvestnteattat in large part by the
City's redevelopmerdnd planningfforts.

A significant portion of the public investment in the Urban Core Community
Redevelopment Area has been in the form of infrastructure improvements, including new
sidewalks, sewer @nwater lines, drainage improvements, historic street lighting, landscaping,
parks and public spaces, and parking faciliti€nce 1984, the CRA has completed more than
59 capital construction projects designed to improve the public realm and stimuleaee p
investment. These public improvements have leveraged substantial private sector reinvestment
in the inner city area.

Since the establishment of the Redevelopment Area in 1980, significant growth in both
private and public development activitieslwccurred. Ovehreehundredandsixty-eight(3698)
major projects (over $100,000 each in permitted value) have dm#ied forduring this time
period through private investment, public investment, and a combination of public/private
partnerships. A ariety of current and past public projects are detailed in the "Community
Redevelopment Agency Projects and Activities" section of this report. The public investment in
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these projects totals more tha87dmillion and the pivate investment in these projedotals
more than $292nillion. The value oftaxable real property in the Urban Core Community
Redevelopment Area has increased from $87,926,570 in calendar y8ao #337,536,862n
calendar year 2@L(fiscal year 204). The Urban Core Community Bevelopment Area is
approximatelyl6.96% of the City's calendar year 2Dteal goperty taxable valuation of $2.6
billion and represents approximately 8.6% of the City's land area.

TAX INCREMENT REVENUES

Pursuant to Chapter 163, Part Ill, Florida &t@as$, the City is authorized to establish a
redevelopment trust fund (the "Redevelopment Trust Fund") to be used to finance any
community redevelopment it undertakes pursuant to the Community Redevelopment Plan. The
Redevelopment Trust Fund was establisty Ordinance No. 184, dated March 8, 1984,
which provided for annual appropriations to the fund by each taxing authority, as described in
the Redevelopment Act whose jurisdiction includes the Redevelopment Area, excluding school
districts, water manageent districts and other taxing entities (none of which entities currently
levy taxes within the Urban Core Community Redevelopment Area) enumerated in Section
163.387(l) (c), Florida Statutes. The amount of funds appropriated by each taxing authority is
equal to 95% of the difference between the amount of ad valorem real property taxes levied,
exclusive of debt service millage, by the taxing authority each year within the Urban Core
Community Redevelopment Area and the amount which would have been prdguite same
levy on the assessed value of taxable real property in the Redevelopment Area for calendar year
1983 (the "Tax Increment"). The base year for calculation of the Tax Increment is 1983.
Currently, the taxing authorities appropriating to thed&elopment Trust Fund are the City,
Escambia County, and the City Downtown Improvement B@atB). Statutory requirement of
each taxing authority to appropriate increment revenues to the Fund is defined in Florida Statutes
Section163.387 (2)(a) and Wisunset as dictated by theagite30 years from the date the City
modified the Redevelopment Plan in 2010.

The Redevelopment Act requires that each Taxing Authority shall, by January 1 of each
year, appropriate to the Redevelopment Trust Fund foiosg as any bonds or other debt
obligations are outstanding, a sum not less than the Tax Increment levied by each such Taxing
Authority in such year. Any Taxing Authority which does not pay all of its Tax Increment to the
Redevelopment Trust Fund by saidte must pay to the Redevelopment Trust Fund an amount
equal to 5% of such Tax Increment and shall pay interest of 1% per month on the balance, until
paid.
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INCREMENTAL PROPERTY VALUES OF TAXING AUTHORITIES

The following table shows the taxable increna¢nproperty values for all Taxing

Authorities within the Redevelopment Area for the past five calendar years:

Downtown
Calendar Fiscal Escambia City of Improvement

Year Year County Pensacola Board (DIB)
2009 2010 $378,044,569 | $378,044,569 | $98,567,747
2010 2011 356,016,325 356,016,325 88,658,444
2011 2012 353,836,007 353,836,007 88,069,553
2012 2013 339,013,630 339,013,630 84,306,428
2013 2014 349,610,292 349,610,292 87,241,643

Source: Ci Financial Services Department

Note: All values above exclude the calendar year 1983 taxable property values which are $87,926,570 for
Escambia County and the City and $49,010,27Mi@. The tax increment revenue collections are calculated
based on growth in the CRA which requires tiierent year taxable property values to be reduced by the base
year taxable property values.

Provisions of the Portability of Save Our Homes Amendment mandating changes
(reductions) to the taxable property values took effectalendar yeal008, resliing in a
decrease for Escambia County and the City of $3,593,926 (0.7%) and iBtlué $2,633,677
(1.6%). The Portability of Save Our Homes Amendment mandated up to $25,000 in additional
tax exemptions to homestead properties accounting for ovemdiflion reduction of the 2G®
taxable value.The Portability of Save Our Homes Amendment further mandated a limit on the
assessment increases of specific-homestead properties to 10% each year. In 2010, voters
approved a stat@ide tax exemption fodeployed or activeluty military personnelvhich would
have become effective in the calendar year 2011 tax fdie legislative initiatives discussed
above as well as the national downturn in real estate values account for decreases through fiscal
year2012. Additionally, theCity of Pensacola reduced its millage rate(®5 mills in fiscal
year 2012vhich would have become effective in the calendar year 2012 tax roll.

CERTIFIED MILLAGE OF TAXING AUTHORITIES

Downtown
Fiscal Escambia City of Improvement
Year County Pensaola Board
2010 .0069755 .0045395 .002000
2011 .0069755 .0045395 .002000
2012 .0069755 .0042895 .002000
2013 .0069755 .0042895 .002000
2014 .0066165 .0042895 .002000

Source: Escambia County Tax Collector's Office
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The annual mikge rates levied by governmental units are subject to change by their
respective governing bodies. No assurance can be given that the millage rates levied in the past
will continue to be levied in the future.

TAX INCREMENT REVENUE COLLECTIONS

The folowing table shows the actual amount of Tax Increment Revenues collected by the
Taxing Authorities and remitted to the CRA for the past five fiscal years. The revenue decreases
shown through fiscal year 2013 are a result of the national downturn in tetd galues,
implementation otthe Portability of Save Our Homes Amendmeffective in calendaryear
2008(fiscal year 2009)increased tax exemptions discussed previcastiyreduced millage rates
by the City With the increasedaxable propertywaluesin fiscal year 2014, the CRA should
have seen an increase of approximately 3.14% or $118,980ile the amount of thelax
Increment Revenuesollected from the City of Pensacolaand DIB increased,the overall
collectionsdecreased. This tueto thereduction of the Escambia County Millage rate in order
to compensate for thaddition ofan Esembia County Library Municipal Service Taxing Unit
(MSTU) of 3590 mils. Escambia Countyeduced their millage rate in order to keep the overall
tax rate on the polic the same 9755 mils). MSTUs are notin the calculation ofTax
Increment Revenues.

Downtown Percent

Fiscal Escambia City of Improvement Increase/
Year County Pensacola Board Total (Decrease)
2010(1) $2,505,197 | $1,630,327 $187,279 $4,322,803 (7.10)
20111 2,359,222 1,535,329 168,451 4,063,003 (6.01)
20121 2,344,774 1,441,891 167,332 3,953,997 (2.68)
2013(2) 2,246,550 1,381,489 160,182 3,788,221 (4.19)
2014 (3) 2,197,537 1,424,671 165,759 3,787,967 (0.0

Source: City Financial Services Department

(1) The decrease in Tax Increment Revenue collections is a result of the property tax reform in Florida (millage rate
reductions) and lower valuation due to property tax reform coupledivgteconomic downturn.

(2) The decrease in Tax Increment Revenue collections is a result of millage rate reductions.

(3) The decrease in Escambia County Tax Increment Revenue collections is a eesiiliagfe rate reductionincreases in
Tax IncremenhRevenue collections for the City of Pensacola@Htgiarea result of ncreases in taxable property

values

(Remainder of page is intentionally left blank due to the length of the following schedule.)
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HIGHEST TAXPAYERS BY PARCEL IN THE CITY AND R EDEVELOPMENT AREA

The following charts list the five parcels located in the City with the highest taxable
values and the top five parcels within the Urban Core Community Redevelopment Area with the
highest taxable values as shown on the calendar ye8r(f8dal year 2014Escambia County
real property tax roll and the percentages of total City and Urban Core Community
Redevelopment Area real property values represented thereby:

CITY OF PENSACOLA

Percentage of Tota
Real Property | City Real Property
Taxpayer Taxable Value Taxable Value
Simon Debartolo Group (Cordova Mall) $33,351,155 129
Gulf Power Company 23,613,310 0.92
Sacred Heart Health System 12,894,706 0.50
Wal-Mart Stores East Inc 11591,588 045
Pensacola Gayfer Store Co Inc. 10,783,704 042

Source: Escambia County Property Appraiser's Office

COMMUNITY REDEVELOPMENT AREA

Percentage of
Redevelopment Area
Real Property Real Property

Taxpayer Taxable Value Taxable Values
Gulf Power Company $23,613,310 540
Holi Corp (Crowne Plaza Hel) 10,690,921 2.44
One Pensacola Plaza 8,989,842 2.05
Keating Development Co. (City of 8,872,472 2.03
Pensacola LeasdJ.S. Courthouse)
GNL Pensacola, LLC (SunTrust) 7,159,955 164

Source: Escambia County Property Appraiser's Office

PROJECTS AND ACTIVITIES

Comprehensive Update to CRA Master PlarlWVith the significant positive changes
within and adjacent to the CRA underway, the CRA completed a master plaiP(ams) in
fiscal year 2010. The Plan update was the most comprehensive updatthaid®@89 Urban
Core Redevelopment Plan, and is critical in leveraging funding resources and stimulating
economic growth. Thi$lan, as required byection 163.360Florida Statutes, includes the
overall goals for redevelopment in the area, as well agiigeq the types of projects planned
for the area in the short term-%2years) as well as longer termsl® years) for more significant
progress.
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The CRA retained the consulting services of Looney, Ricks, Kiss (LRK) to update the
Plan, incorporate ctent plans and studies, conduct market research, and solicit public input.
The team has significant expertise and experience with successful downtown and waterfront
redevelopment projects, pedestr@mmented communities, urban traffic/transportation plag,
and mixeduse and residential development that is compact, sustainable, and contributes to
economic, social, and cultural diversity.

The Urban Core Community Redevelopment Area Plan 2048 adopted by City
Council in January 2010 antbw serves sithe CRA's guiding document for annual budgeting
and focus of activity. The Plan incorporates previous site specific plans and includes critical
areas for future public and private development including nine (9) city bfookerly occupied
by the Emerial Coast Utilities Authority Wastewater Treatment Plant and the City owned
fiBruce Beacho area (approximately five (5) acres of waterfront.) In addition to a number of
public capital projects identified as catalysts for further private investment, theaRlan
identifies strategies for regulatory and zoning amendments, incentives, and residential
development.

Since the adoption of the 2010 Urban Core Community Redevelopment Area Plan in
January 2010, the following goals/proghbtivebeen accomplishear are in the works.

Oneway Street Conversions. North Baylen Spring and Palafox Streets were
successfully converted to tweay traffic from oneway traffic in 2012 as identified in the Plan
The return of tweway streets has increased the vehiculaffic and visibility to this critical
retail corridor and will positively impact the ability to market available space to local and
regional retailers.

Main Street ReconstructionThe City completed the Main Street improvements in the
downtown area irR012 resulting inan attractive, pedestriainiendly gateway to downtown.
Improvementsincluded narrow to one lane with a center median, wide promenade to
accommodatgedestrians antbicyclists, street trees with wide landscape strips and pedestrian
scakd lighting, paved crosswalks at key intersectamd underground utilities.

Special EventsThe series of special events introduced in 2008 to enliven public spaces
and help stimulate additional economic activity in downtown retail shngshospitalif venues
The most significant of these events was launched in December 2008 for NewEXeartbe
Pensacola Pelican DropE New Year's Celebration. In 2011, the Pensacola Pelican DropE New
Year's Celebration was transferred to the Downtown ImproverBeard through a CRA
Interlocal agreement. While no longer hosted by the CRAg\tbat continued its success.

Plaza de Luna / Palafox Pier.Completion of the concession and restroom facility in
2009 and ongoing events in the park has greatly enhdhegohrk’'s use and activity along the
waterfront and has supported visiting ships docked at the park. This increase in activity has been
further enhanced with the restauragerating in thevacant space adjacent to the park. In
addition a new restauracdlled DeLunads Chat and Chew moved into the concession building at
Plaza DelLuna during 2013. They opened for business in February 2014.
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Main Street Wastewater Treatment Plant. In March 2007, the CRA approved an
amendment to the Plan and assistedthe funding of the relocation of th®lain Street
Wastewater Treatme®ant. The City committed to tlEmerald Coast Utilities Authorit$19.5
million for the project and agreed to budget and appropriate franchise fees received from the
Authority and he beverage license tax revenues for the project. The obligation was recorded in
fiscal year 2012 upon project completion. Annual installments to the Authority of $1.3 million
began in fiscal year 2013 and will extend through fiscal year 2027. Relatteid tcansaction,
the City entered in an agreement with the CRA wherein the annual installments to the Authority
will be paid from Tax Increment Revenues and any shortfall paid by the City will be reimbursed
by the CRA when funds are available.

The 19acre facility has been demolished, creating a substantial opportunity for
redevelopment ithe waterfrontarea ofdowntown Pensacola. The disposition and development
of this site isvital to continue development and investment in the Cityds core and waterfront
areas The Plan identifies potential development scenarios and CRA/City staff will work closely
to supportthe Emerald Coast Utilities Authorityds efforts towards appropriate redevelopment of
the site. In November 2014the Authority board of diretors voted unanimously to approve the
sale of a 19cre parcel of land on Main Stre¢he former site of its downtowwastewater
treatment facilityfo Quint Studer Properties.

Community Maritime Park ProjectThe City completed the public space imypgments
on the 27acre waterfront parcel on Pensacola Bay in the downtown area in 2012. On September
5, 2006, a voter referendum approved the mixgel project which currently includes three
waterfront parks (Plaza DeVilliers, South Park, and Spring tSRa&k), a multuse athletic
stadium, amphitheater, public promenade, and parcels available for private development.
separate noprofit entity called Community Maritime Park Associates (CMPA) was established
to promote and oversee the development a as manage the lortgrm operation and
maintenance of the park. On December 21, 2009, the City issued the Series 2009
Redevelopment Bonds to fund the construction of the public improvements. On May 27, 2010
the City used proceeds of $39.8 million tevérage a New Markets Tax Credit (NMTC)
transaction which provided an additional $12 million in funding.

With the completion of the Vince Whibbs, Sr. Community Maritime Park in June 2012,
approximately 12.4 acres of land became available for privatelg®uent. In August 2012,
City Council approved the first land lease at the Community Maritime Park with Maritime Place,
LLC, for the development of a 77,000 square foot commercial building projected to cost the
tenant $16 million. The lease will generapproximately $100,000 in rental fees to the City and
an estimated $230,000 in ad valorem property taxes of which $128,000 will benefit the Cityds
CRA. Construction of the private development, Maritime Plaas completed in October 2014
In June, 2013the second lease for private development was executed. Maritime Qureeistly
under constructiorand is expected to be completed in early 2QM&ritime (e is a 27,000
square foot, $4.0nillion mixed use building. Maritime One is significant in thatncludes a
residential component. The lease will generate approximately $46,000 in rental fees to the City
and an estimated $76,000 in ad valorem property taxes of which $42,800 will benefit the Cityos
CRA.

In 2014, the Community Maritime Park Assoestengaged CBRE, Inc. to study and
market the available development parcels at the Community Maritime EBRE issued a
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request for proposal for the unleased parcels at the Maritime Fak.CMPA received two
responses to the RFFOne was subsequeyntwithdrawn by the developerThe remaining
proposal, submitted by MCNBAP, LLC proposes to construct a 120 room hotel, 200 multi
family residentialunits restaurants anotherretail establishmentsThe CMPA, through CBRE,

is developing a Memorandum d&fnderstanding (MOU) which will detail the development
specifics and timelinesThe CMPA expects to consider the MOU in the sprid@015 and
forward to the City for considerationt is contemplated that the MOU and subsequent ground
lease, if approvedwill provide for the development of all remaining undeveloped parcels at the
Maritime Park.

The multiuse stadium is home to the Pensacola Blue Wahoos, an AA minor league team
affiliated with the Cincinnati Reds. With consistently sold¢ games, downtvn Pensacola saw
a significant impact due to thbousands of visitors who patronized downtown businesses and
restaurants in conjunction with the baseball games.

Bay Ferry. In 2013 Gulf Islands National Seashore was awarded BP early restoration
moneyto implement a new ferry service between Fort Pickens and Pensacotasist with the
ferry landing, the City applied for a US Department of Transportation Eastern Federal Lands
Highway Division (EFLHD) Federal Access Land Program (FLAP) grant and &lasted for
the funding on August 5, 2014. Utilizing the EFLHD grant, the City expects to construct dock
and supporting facilities at the north end of Commendenciairslg@wntown Pensacalalt is
anticipated that construction will be complete by Ma26i7 and ferry servicsgites will include
Fort Pickens, Pensacola Beach and Downtown Pensacola.

Bruce Beach. In May 2014 the City Council authorized the Mayor to execute a lease
agreement with the Florida Fish and Wildlife Conservation Commig&rC) for the property
commonly known as fiBruce Beacho for the purpose of developing the Gulf Coast Marine
Fisheries Hatchery/Enhancement Cent@//C plans to construct a stadéthe art saltwater fish
hatchery for the production of spdith species on thsite along with a filtration marsh that will
recycle nutrients from the hatchery and serve as a nursery for wetland plant species to support
ongoing regional coastal habitat restoration efforts. The venue will provide for public education
and outreachelated to marine conservation as well as research opportunities for governmental,
university and noiprofit partners. The lease agreement allows for a 3 year period before
construction is required to start.

Downtown Technology Park and Admiral Mason Stowater Park In November 2011,
the Citycompleteda $1.6 million stormwater retention facility at the sitetted Admiral Mason
Stormwater Parkfunded through the annual stormwater capital program. The project supports
the development of adjacent vataites at densities expected to be high enough to compete in a
critical financial market. The retention aspect ofhek was designed to be an asset to the area
by creating an active pond and park setting with walking paths, lighting, landscapicige®and
spray features. The stormwater retention further supports the 9.2 acre Downtown Technology
Park. The facility is a partnership between Escambia County, the City and the Pensacola
Escambia Promotion and Development Commission (PEDC) to prepareel siheady
development sites for new and expanding technology related companies. The $2 million
infrastructure project at the Technology Park was completed in. 201 August 2013, the City
Council and the CRA voted to amend the PEDC Interlocal Agreeraketed to the development
of the Downtown Technology Park. The amendment loosened restrictions on the types of
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businesses that could be developed at the Downtown Technology Park. In February of 2014, the
Pensacola Industrial Development Corporation, Winens the Technology Park, entered into a
Memorandum of Understanding with Space FloridaRooject Expanse, the first muteénant

office building encompassing approximately 70,000 to 85,000 square feet of space. Project
Expanse will serve as a hub fattraction and growth of high tech and aerospace industry
companies.Requests for Proposals for building design and engineering services were conducted
by Space Florida in fall of 2014 and Caldwell Associates Architects was subsequently selected.
Upon ful build out, Project Expanse is expected to accommodate approximately 300 new high
wage jobs. The Pensacola Technology Park will accommodate multiple companies and has the
capacity to support 1.6 million square feet of Class A office. The PEDC is dogtit
aggressively market the technology site as a regional facility. Full development of the
surrounding parcels and planned improvements would generate tax revenue and support the urban
design context seen throughout the downtown.

Land Development.In October 2013 the City Council approved an amendment to the
Cityds Land Development Code to reduce the requirements for off-street parking. While
reductions to the parking requirements were madewiite, within the CRA, an additional
reduction was prodied. The intent of the new regulations is to encourage redevelopment of
existing parking lots and also to allow for better utilization of sites.

DEBT MANAGEMENT

The CRA is a blended component unit of the City and the obligations for repayment of
the loars and the bonds of the CRA are expected to be payable solely from Tax Increment
Revenues. Howevethere isa Covenant to Budget and Appropridtem nonad valorem
revenues in support tiie obligations described below

Issuance ofthe Redevelopment Renue Bonds, Series 2009A and Series 2009Bn
December 21, 2009 the City issued its Redevelopment Revenue Bonds, Series 2009A in the
aggregate principal amount of $6,715,000 (the fiSeries 2009A RedevelopmenBondso) and
Series 2009B in an aggregate primtipamount of $38,925,000 (the fSeries 2009B
Redevelopment @&dso and together with the Series 2009A RedevelopmenBonds, the fiSeries
2009 Redevelopment Bondso). The Series 2009 Redevelopment Bonds were issued for the
purpose of financing the Maritime P&®Pkoject.

Pursuant to the authorizing resolution, when issued, payment of the Series 2009
Redevelopment Bonds was secured by Tax Increment Revenues of the CRA and a Covenant to
Budget and Appropriatérom nortad valorem revenues The Series 2009BRede&elopment
Bonds are further secured by Federal Direct Paynfaatdefined and described below)

New Market Tax CreditsOn May 27, 2010, the City used $39,813,62®0nd proceeds
from the Series 2009 Redevelopment Bonds to leverage a New Marketrd@aixs GNMTC)
transaction for the Maritime Park ProjecCapital Trust AgencCommunity Development
Entity, LLC (CTATCDE) and two other NMTC allocatees offered, and US Bank purchased, $56
million NMTC authority for use in the construction of the MaritiP@k Project.The tax credits
were monetized yielding additional financial benefit of approximately $12 million for the
Project. With this transaction, the holders of the Cityds Series 2009 Redevelopment Bonds were
advised to view the Cityés Covenant to Budget and Appropriattbom nonad valorem revenues
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as the primary security for the Series 2009 Redevelopment Bonds, because the payments
required under the NMTC transaction have a priority T@x IncrementRevenues under a
separate agreement between tliy,Ghe CRA and Community Maritime Park Associates, Inc.
(CMPA), a notfor-profit corporation and instrumentality of the Cigharged with the
responsibility to oversee the development and management prfdjeet, which was completed

in 2012

In this NMTC transaction, the City acted dsoth the leveraged lender and the
Disbursement Agent for the leveraged loan and NMTC proce@dsluly 31, 2014CTATCDE
took over the rolfrom the Cityasthe Disbursement Agent foéhe NMTC proceedsCMPA is
the recipient of funds for the construction and management of the project and is the ultimate
borrower. As a lender tohte transaction, the City receives a monthly interest payment indirectly
from CMPAGUs receipts of tax increment revenue from the CRA. Those payments are filtered
from CMPA through the investor and are ultimately made by the investor to the City to repay the
leveraged loan, subject to the conditions of the arrangement for the NMTC investment. The
leveraged loan payments are equaCMPAGs receipts of tax increment revenue from the CRA,
less loan service fees

Federal Direct Payments. The Series 2009RBleRelopment Bonds were issued as
Federally Taxable Build America Bonds (BABsJhe American Recovery and Reinvestment
Act of 2009 authorized issuers to issue taxable bonds known as fiBuild America Bondso or
ABABsO to finance capital expenditures for which issuers could issue taxempt bonds and to
elect to receive a subsidy payment from the federal government equal to 35% of the amount of
each interest payment on such taxable bonds (the fiFederal Direct Paymentso). The Federal
Direct Payments for the Sesi@009B Redevelopment Bonds are paid to the dibe receipt of
the Federal Direct Payments is subject to certain requirements, including the filing of a form with
the Internal Revenue Service prior to each interest payment date.

On March 1, 2013, asequired by the Budget Control Act of 2011 and the American
Taxpayer Relief Act of 2012, the President signed an executive order reducing the budgetary
authority in accounts subject to sequester, in accordance with the report issued by the Office of
Managenent and BudgetThe order requires that the budget authority for all accounts in the
domestic mandatory spending category, which includes payments to issuers géaiirbonds,
including Build America Bonds, be recled for federal fiscal year 2014The order does not
affect payments for future years, although under the Budget Control Act of 2011 there could be
additional sequester orders for future fiscal years through and includingyksec2024

The TaxExempt Bond office of the Internal RevenBervice has issued guidance on the
effect of the sequester on direct pay bonds for fiscal yeds. 2Bayments made to issuers on or
after October 1, 2014 through and including September 30, 204ill be reduced approximately
7.3 percent, unless Congréssal action changes the reduction percentddpon filing of the
required reports to the IRS, the City will receive correspondence concerning the reduction.

Notwithstanding the reduction in receipt of Federal Direct Payments, the City is obligated
to pay the principal and interest on the Series 2009B Redevelopment Bonds from mentach
valorem revenuepursuant to the Covenant to Budget and Appropridtecordngly, the City
does not expecdthe sequester to affect the receipt by bondholderthefimely payment of
principal and interest.
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$45,640,000
CITY OF PENSACOLA, FLORIDA

$6,715,000
REDEVELOPMENT REVENUE BONDS
SERIES 2009A

$38,925,000
REDEVELOPMENT REVENUE BONDS
SERIES 2009B
(Federally TaxableT Build America Bonds
T Direct Payment)

Dated: December 21, 2009

PURPOSE:

The Bonds were issued to provide funds to finance
the costs of the 2009 Project, including capitalized
interest. The 2009 Project consists of the public
recreation, exhibition, entertainment and exposition
facilities ard public infrastructure portions of the
Vince Whibbs Sr. Community Maritime Park and
other improvements in the Redevelopment Area.

SECURITY:

The Series 2009 Bonds are secured by a Covenant to
Budget and Appropriate, Tax Increment Revenues
and, with respddo the Series 2009B Bonds, Federal
Direct Payments. The City used $39,813,626 of bond
proceeds to leverage a New Markets Tax Credits
(NMTC) transaction for the Maritime Park Project.
The underlying NMTC transaction loans have a
priority claim on Tax Ierement Revenues.
Accordingly, the holders of the Series 2009 Bonds
have been advised to view the Cityds Covenant to
Budget and Appropriate as the primary security for
the portion of the Series 2009 Bonds utilized for the
leverage loan, although Tax Inanent Revenues
remain a source of payment for the Series 2009
Bonds.

AGENTS:

Registrar T TD Bank,
Jacksonville, Florida

National Association,

Paying Agent T TD Bank, National Association,
Jacksonville, Florida

Bond CounselT Lott & Associates, P.L., Pensala,
Florida

ISSUED AS:

$6,715,000 Bonds due 4/1/2013 through 4/1/2020,
$5,235,000 Term Bonds due 4/1/2024, $15,890,000
Term Bonds due 4/1/2033 and $17,800,000 Term
Bonds due 4/1/2040.

RATINGS:
Fitch T AA outlook stable
Standard & Poords T AA outlookstable

REDEMPTION:

The Series 2009A Bonds are not redeemable prior to
their maturity.

The Series 2009B Bonds are subject to redemption:
Mandatory Redemption
Term Bonds Due April 1, 2024

Year Amount
2021 $1,225,000
2022 1,280,000
2023 1,335,000
2024 (naturity) 1,395,000

Term Bonds Due April 1, 2033

Year Amount

2025 $1,455,000
2026 1,525,000
2027 1,600,000
2028 1,675,000
2029 1,755,000
2030 1,835,000
2031 1,920,000
2032 2,015,000
2033 (maturity) 2,110,000

Term Bonds Due April 1, 2040

Year Amount

2034 $2,205,000
2035 2,310,000
2036 2,420,000
2037 2,535,000
2038 2,650,000
2039 2,775,000
2040 (maturity) 2,905,000

Optional Redemption

Series 2009B Bonds are subject to redemption on or
after April 1, 2020 at a redemption price of 100%.

OUTSTANDING PARITY BONDS :

None.
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REDEVELOPMENT REVENUE BONDS

$45,640,000

CITY OF PENSACOLA, FLORIDA

$6,715,000

SERIES 2009A

REDEVELOPMENT REVENUE BONDS, SERIES 2009

Redevelopment Revenue

$38,925,000
REDEVELOPMENT REVENUE BONDS

SERIES 2009B

Direct Payment)

SUMMARY OF DEBT SERVICE REQUIREMENTS

Redevelopment Revenue

(Federally TaxableT Build America Bonds T

Bonds A Bonds B
Fiscal Coupon Coupon Principal Interest Principal Interest Total
Year Date Rate Payment Payment Payment Payment P&l

2015  10/1/2014  4.000% $ 580,000.00 224,712.50 - $ 2,794,968.86 3,599,681.36
2016  10/1/2015  3.500% 605,000.00 201,512.50 - 2,794,968.86 3,601,481.36
2017  10/1/2016  4.000% 1,045,000.00 180,337.50 - 2,794,968.86 4,020,306.36
2018 10/1/2017  4.000% 1,085,000.00 138,537.50 - 2,794,968.86 4,018,506.36
2019 10/1/2018  4.000% 1,130,000.00 95,137.50 - 2,794,968.86 4,020,106.36
2020 10/1/2019  4.250% 1,175,000.00 49,937.50 - 2,794,968.86 4,019,906.36
2021  10/1/2020  6.829% - - 1,225,000.00 2,794,968.86 4,019,968.86
2022  10/1/2021  6.829% - - 1,280,000.00 2,711,313.60 3,991,313.60
2023  10/1/2022  6.829% - - 1,335,000.00 2,623,902.40 3,958,902.40
2024  10/1/2023  6.829% - - 1,395,000.00 2,532,735.26 3,927,735.26
2025 10/1/2024  7.263% - - 1,455,000.00 2,437,470.70 3,892,470.70
2026  10/1/2025  7.263% - - 1,525,000.00 2,331,794.06 3,856,794.06
2027  10/1/2026  7.263% - - 1,600,000.00 2,221,033.30 3,821,033.30
2028  10/1/2027  7.263% - - 1,675,000.00 2,104,825.30 3,779,825.30
2029  10/1/2028  7.263% - - 1,755,000.00 1,983,170.06 3,738,170.06
2030 10/1/2029  7.263% - - 1,835,000.00 1,855,704.40 3,690,704.40
2031  10/1/2030  7.263% - - 1,920,000.00 1,722,428.36 3,642,428.36
2032  10/1/2031  7.263% - - 2,015,000.00 1,582,978.76 3,597,978.76
2033  10/1/2032  7.263% - - 2,110,000.00 1,436,629.30 3,546,629.30
2034  10/1/2033  7.210% - - 2,205,000.00 1,283,380.00 3,488,380.00
2035 10/1/2034  7.210% - - 2,310,000.00 1,124,399.50 3,434,399.50
2036  10/1/2035  7.210% - - 2,420,000.00 957,848.50 3,377,848.50
2037  10/1/2036  7.210% - - 2,535,000.00 783,366.50 3,318,366.50
2038  10/1/2037  7.210% - - 2,650,000.00 600,593.00 3,250,593.00
2039  10/1/2038  7.210% - - 2,775,000.00 409,528.00 3,184,528.00
2040  10/1/2039  7.210% - - 2,905,000.00 209,450.50 3,114,450.50

$ 5,620,000.00 $ 890,175.00 $ 38,925,000.00 $50,477,333.52 $ 95,912,508.52
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PENSACOLA ENERGY

INTRODUCTION

Pensacola Energy (the System) (formerly Energy Services of Pensacola) became a City
owned utility on April 27, 1948, upon purchase from Gulf Power Company. TVhter8
supplies natural gas to over 42,800 customers in a service area located throughout Escambia
County. The Escambia County Board of County Commissioners granted the City a gas service
franchise encompassing urbanized and developing portions of SolEkeambia County in
1959. The exclusive gas service franchise agreement was reaffirmed when the Commissioners
voted to extend its term through March 1, 2045 with a renewal option for an additional fifty
years. In January 1993, the City purchased the alagiais system owned and operated by the
Emerald Coast Utilities Authority (then, the Escambia County Ultilities Authority) which
significantly expanded the service area. In July, 2013, the City of Pensacola sold a portion of the
franchise to service Pensda& Beach to the City of Gulf Breeze, and Escambia County released
and transferred those natural gas rights.

ORGANIZATION AND MANAGEMENT

The System is one of four enterprise operations owned and operated by the City. The
elected City Council sets pojiguidelines and charges the Mayor with the general direction of
all departments. The System is administered by the Pensacola Energy Director. On January 10,
2011, the Citybs charter changed the form of government and with that the Mayor has executive
auhority and supervision over all departments of the City. The Mayor is charged with the
oversight of Pensacola Energy (PE) and all other departments of the City. Following are
biographies of key senior managers.

Don J. Suarez, Pensacola Energy DirectorMr. Suarez received his Bachelor of
Science degree in Agricultural Economics from Auburn University, Auburn, Alabama, in 1978.
In July 1984, he began his career with PE as Assistant to the Director assigned to Marketing. His
job duties included devgiing the marketing budget, promotions, advertising, and public
relations. In June 1997, Mr. Suarez assumed responsibility for gas system construction and
maintenance activities and renewal and replacement activities in addition to overseeing the
marketingfunction. In October 1998, he was promoted to Assistant Director of PE and in
January 2000, he was promoted to Director. He has over thirty six years of varied gas industry
experience, thirty of which have been with PE. Mr. Suarez also serves orotiga Natural
Gas Association Board of Directors, the APGA Research Foundation Board of Directors, and the
Florida Municipal Natural Gas Association Board of Directors.

Dena L. Faessel, Administrator of Operationgvirs. Faessel received her Bachelér o
Arts degree and her Masterds in Business Administration from the University of West Florida in
1978 and 1988, respectively. She joined PE in March of 2001 in a newly created Business
Development position with responsibility to develop new business tppies in order to
increase P& customer base and/or increase gas sales. She has over thirty-four years of utility
industry experience, fourteen of which have been with PE. In January, 2013, Mrs. Faessel was
promoted to Administrator of Operations, @harge of customer service and field activities,
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budget analysis and gas acquisition. She is charged with preparing PE6s annual budget and
coordinating the development of the compressed natural gas market segment as well as improve
staff efficiencies thwugh the evaluation and implementation of special projects.

Darryl Singleton,Gas Operations SuperintendentMr. Singleton received his Bachelor
of Science degree in Management Information Systems from the University of West Florida in
1990. He joined PE in 1996, artbs worked in all areas of operation during his time with PE.
Mr. Singleton is responsible for overseeing the operational activities and staff for the System.

Glenn F. Bailey, Gas Distribution Engineer. Mr. Bailey received his Bachelor of
Science degeein Mechanical Engineering from the University of Alabama at Birmingham in
1990. Prior to joining PE he worked for the United States Air Force (USAF) as a civil
engineer/public works engineer for 10 years managing design and construction of numerous
military construction projects. He joined PE in June 2001 and is responsible for distribution
system engineering and corrosion services. Mr. Bailey is a member of the National Association
of Corrosion engineers (NACE) and holds certification as a corrosiomesng Mr. Bailey
resigned his position with the City érebruary27, 2015 At the time of publication, the position
had yet tobefilled.

Larry Hunter, Business Development AdministratoMr. Hunter received his Bachelors
of Science degree from the University of West Florida in 1984 and his Masters of Science in
Management from Troy University in 1991. He joined Pensacola Eneriflaich 1992 as a
Marketing Associate. Key responsibilities include developing new business opportunities in
order to increase PEds customer base and/or increase gas sales. Opportunities include new
services and new markets such as providing comprestg@dlngas expertise to local fleets. Mr.
Hunter also provides support to key account customers and contract administration. Mr. Hunter
is a Registered Commercial Gas Consultant.

Jill B. Grove, Marketing Manager Ms. Grove received her Bachelor of Saerdegree
in Marketing from Auburn University in 1979. After spending over 19 years in Marketing
Management in the solid waste industry, Ms. Grove joined PE in February 2008. Her
responsibilities include managing the day to day activities of the marldsjpaytment with the
primary emphasis on developing and implementing growth strategies through increased revenues
and customer count. She works closely with the advertising agency to insure that the budgeted
advertising dollars are spent in accordance with goals established for the marketing
department. Ms. Grove serves as the Marketing committee chairman for the Florida Natural Gas
Association and is also an active marketing committee member for the American Public Gas
Association. Locally she is imved in the Homebuilders Association of West Florida where she
serves as a member of the board of directors as well as the Green Building Council.

John P. Madden, Customer Service ManagerMr. Madden received his Bachelor of
Arts degree in Business Magement from DeSales University, Center Valley, Pennsylvania in
1986. Mr. Madden joined the City in 2001. Mr. Madden is an Accredited ACH Professional and
implemented PEbs universal e-payment agreements and remote deposit procedures. His duties as
Custaner Service Manager include overseeing activities and staff at PEds Customer Service
Center and Collections activities.
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CUSTOMERS

The customers of PE fall into five major categories: Residential, Commercial,
Municipal, Interruptible and Transportatiomhe largest classification is residential with 40,600
customers.

Historical Customer Connections

The following table shows the historical number of customer connections for the five
fiscal years ending September 30, 2014.

Total Customer Connections
Fiscal Year In City Outside City Total
2010 16,145 41,724 57,869
2011 16,141 41,531 57,672
2012 16,119 41,450 57,569
2013 16,178 41,596 57,774
2014 16,214 41,686 57,900

2014 Ten Largest Customers

Customer MCFés Revenue
Armstrong World Industries 628,701 $ 133,319*
US Navy 362,431 1,921,747
Arizona Chemical, Inc. 147,925 868,140
West Fraser, Inc. 145,596 783,772
City of Gulf Breeze 131,179 720,423
Sacred Heart bispital 118,063 905,162
Pensacola Christian College 110,950 766,661
Gelman Sciences Inc 88,676 619,481
University of West Florida 82,662 54,304*
West Florida Hospital 78,042 587,158

TOTAL 1,894,225 $7,360,167

Source: Pensacola Energy
Note: Cityof Gulf Breeze is a wholesale customer.
* Transportation only customers.
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MARKETING

The City maintains an aggressive program to promote the use of natural gas for
residential, commercial and industrial customers. The residential market penetuatess rate
increased over prior year as did the number of natural gas burner tips installed per home while
the number of new permits pulled stayed about the same. With the new home building market
continuing to show positive growth, creative and strateggvertising campaigns remain a
critical part of our overall success. The focus of these campaigns target consumer awareness of
natural gas appliances along with the promotion of energy conservation incedtassmer
education is also a critical compant of marketing as we strive to provide the benefits of natural
gas appliances by offering educational programs to various civic groups, community
organizations and the general public. Continuing to focus on green certification programs to
enhance our aliy to educate customers and builders remains a priority for Marketing. New gas
appliance products and technology are introduced to consumers through advertising, Home Expo
Shows and also by encouraging local vendors to stock and promote the neWwhénaatural
gas tankless water heater continues to grow in popularity and the Pensacola Energy incentives
have accelerated the growth of this product. Our gas piping program created a partnership with
area plumbers insuring that the demand for natural gpkaapes and tankless water heater
installations continues to increasensacola Energy also promotes natural gas cooking through
our television show, Coastal Cooking, which airs weekly cooking shows featuring local chefs
and restaurants.

BILLING

Pensaola Energy mails bills approximately every 30 days. There are 20 billing cycles
per month. Unless payment is received within ten (21) days, it is considered delinquent. The
past due balance, if unpaid, appears on the next bill which will also incledéeation bill
message and a late charge /2 percent per month. If payment is not received by th@ftut
date, service is cut for nggayment. Before service is reconnected, payment of the past due
amount or an acceptable payment arrangement lneustade plus a reconnect fee of $70.00 plus
tax is required. In fiscal year 2014, the City-offtless than 5.7% of its customer base due to
nonpayment.

Fiscal Year 2014 Gas Billings

Classification Percentage Amount
Residential 51.199 $25,024,14%
Commercial 28.019 13,695,222
Industrial 9.14% 4,467,290
Municipal 0.63% 308,718
Other Billings 11.039 5,390,01f

TOTAL 100.009 $48,885,39HS
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Pensacola Energy
Billings and Collections
Period Total Total Paid Paid Paid
Ended Billed Collected | -30 Days | -90 Days [ 90+ Days

9/30/2014$48,885,396$46,598,011$44,407,904$1,318,724 $871,383

GAS RATE

All rate changes are approveg ordinance of the City Council. The System currently
has 16 rate schedules for gas service and gas transportation contracts for eleven customers.
Separate schedules are offered for residential and commercial service, each with a distinct
schedule forarvice within and outside the limits of the City. These schedules are of the single
block structure. PE offers two rate schedules for interruptible industrial contract service,
depending upon daily volume. PE offers a flexible large volume interruidilestrial contract
service rate which provides the ability to negotiate a suitable rate with customers based on
alternate fuel cost options. The System has over 42,800 regular gas service customers and 21
interruptible gas service customers. PE alswiges a transportation service on its distribution
system to industrial customers at a rate which is currently $0.40/MMBtu of gas transported. In
addition, the City of Gulf Breeze purchases natural gas. The System provides sales to the City of
Gulf Breeze under a separate rate schedule.

On December 10, 2012, City Council approved an agreement for the transfer of
Pensacola Energyos exclusive franchise area on Pensacola Beach to the City of Gulf Breeze for a
total sum of $470,000. The County's officiatian reaffirmed the City of Pensacola's exclusive
franchise rights for the remainder of Escambia County, excluding the area served by the Town of
Century.

Gas costs constitute the major component of PEds operation and maintenance costs. PE&s
rates aredesigned to recover full purchased gas costs plus distribution system costs and other
expenditures as approved by City Council as well as maintain sufficient reserves. The present
rates became effective October 1, 2014.

The City has established a healgipolicy to manage the natural gas price risk associated
with commodity purchases within the volatile natural gas market. The policy is designed to
protect PEGs natural gas purchase risk and help insulate its customers from price spikes in the
market espcially during the winter heating season. It was established with the assistance of
PEos current supplier. In general, the policy establishes the range or the minimum and maximum
amounts of purchases which should be accomplished at monthly intervalasublee (3)
months or twelve (12) months into the future. The policy includes but is not limited to the use of
futures products such as fixed price purchases, caps, and collars. Monthly correspondence with
the gas supplier allows for the review of tleeirrent positions and the analysis of
recommendations from the supplier for future actions.
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Current Schedule of Rates and Charges

As Provided by Ordinance

Minimum Per MCF
Service Classification _Fee Charge
Residential (within City) $9.08 $7.63
Residential (outside City) 10.15 9.43
Commercial (within City) 16.09 7.63
Commercial (outside City) 18.27 9.43
Gas Lights 10.85 -

Minimum

Quantity Rate
GOFT Off Peak Service Negotiable Negotiable
GONT On Demand Peaking Service Negotiable Negdiable
GAF T Almost Firm Service 100 MCF/Day Negotiable
GIT T Flexible Gas Transportation Service Negotiable Negotiable

Minimum Per MCF

Quantity Charge
Interruptible Industrial Contract Service 25 MCF/Day $2.05
Interruptible Industrial Contra&ervice 250 MCF/Day $1.05

Minimum

Quantity Rate
Interruptible Industrial Flexible Contract Servic 500 MCF/Day Negotiable
Interruptible Medium Volume 100500 MCF/Day Spot cost of gas

plus transportation ratt
plus seven cents

Gas Transportatione®vice 100500 $1.92 per
MMBTU/Day MMBTU plus
$.0475 per MMBTU
Government Transportation Service 250 MCF/Day $0.70 per MMBTU

All fuel costs are reflected in the Purchase Gas Adjustment.

In September 2011, the City Council approved an Infrastructemowery Clause that
began fiscal year 2012. This clause allows for a mitigation and replacement program to replace
bare steel pipelines and to protect sections of pipe that can be isolated and put under cathodic
protection to extend useful life. This idamg term effort to improve the System and comply with
federal and state requirements. Expenditures in the current year are recovered through rates in
the subsequent year.
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GAS SUPPLY

The System has an assured source of natural gas supply. A longateral gas supply
contract was entered into with British Petroleum (BP) North America. All of the gas demands
up to 57,484 MMBtu per day are supplied by BP. This contract has a term of three years and has
a stated expiration date of April 1, 2016; heee the contract will continue on a yearly basis
thereafter, unless cancelled by either party upon not less thday9totice immediately prior to
the beginning of the next contract year.

A second contract exists for the transportation of natural gsGulf South Pipeline
Company based out of Houston, Texas. A No Notice Service (NNS) Agreement was entered
into due to FERC Order 636 passed in 1994. The NNS Agreement provides firm gas
transportation as well as firm storage capacity. This agreers&mtes the City that it will have
pipeline capacity to meet the System's maximum daily quantity (MDQ) of 57,484 MMBtu(s) per
day. These gas quantity requirements shall be delivered at a minimum delivery pressure of 110
psig (pounds per square inch gautgejhe City. The current NNS contract with Gulf South is
effective through March 31, 2016. A Firm Transportation Service (FTS) Agreement was entered
into September 25, 2012 when capacity was released from the Naval Air Station Pensacola. The
FTS Agreemat provides 3,000 MMBtu(s) per day. The current FTS contract with Gulf South is
effective through March 31, 2016.

HISTORICAL GAS PURCH ASES AND SALES

The following table displays the historical gas purchases and sales by the System for the
five fiscalyears ending September 30, 2014:

Regular Interruptible Total Regular Interruptible Total

Gas Gas Gas Gas Gas Gas Unaccounted
Fiscal Purchases Purchases Purchases Sales Sales Sales For Gas()
Year (MCF) (MCF) (MCF) (MCF) (MCF) (MCF) (MCF)
2010 | $2,852,766 $ 954,234 $ 3,807,000 $ 2,748,687 $ 954,234 $ 3,702,926 104,078
2011 2,777,845 (2) 1,007,556 3,785,401 2,580,940 1,007,556 3,588,496 196,905
2012 2,316,916 (2 1,068,207 3,385,123 2,171,866 1,068,207, 3,240,073 145,050
2013 2,872,886 (3) 1,159,418 4,032,304 2,737,242 1,159,418 3,896,660 135,644
2014 3,204,875 1,330,097 4,534,972 2,992,302 1,330,097, 4,322,399 212,573 @)

Source: Pensacola Energy.

(1) Unaccounted for Gas can be highly variable due to billing cycles that distort sales data.

(2) The decline in regular gas purchasesa direct reflection of the wener than normal winters experienced in fiscal years 2011 and
2012.

(3) The increase in 2013 regular gas purchases is from securing a new industrial customer.

(4) The increase in 2014 unaccounted for gas was due to infrastructure damaged caused gynfith@darea which resulted in gas
losses to the system.
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RATES, FEES AND CHARGES

The pricing mechanism of interstate natural gas has changed considerably over the past
ten years. Gulf South has a pending rate case before the Federal Energy ReQatatoigsion
(FERC), transportation charges will increase in FY 2015. The current rate, effective April 1,
2012, is as follows:

NNS Transportation Charge$6.84 per MMBTU
FTS Transportation Charges5.80 per MMBTU
Commodity Month Chargelndex mnus $.14

PROSPECTIVE FINANCINGS
Pensacola Energy does not anticipate issuing any new debt in the succeeding year.
DEBT MANAGEMENT

Pensacola Energy is operated as a separate enterprise of the City and the obligations for
repayment of the loans and thends ofthe System are expected to be payable solely from net
revenues derived from the operation of 8ystem.

Issuance of the Gas System Revenue Bonds, Series 201DB.August 10, 2010 the
City entered into two Loan Agreements (the fiSeries 2010B Loan Agreementso) with Gulf
Breeze whereby Gulf Breeze loaned to the City from proceeds of its 2010B Participant Loan
Program, $5,345,000 (the fiSeries 2010B-1 Loano) to refinance its Gas System Revenue Bond,
Series 2008 (the fiSeries 2008 Bondo) and $6,910,000 (the fiSeries 2010B-2 Loano) to refinance
its Gas System Revenue Bonds, Series 1999 (the fiSeries 1999 Bonds0). Pursuant to the
respective Series 2010B Loan Agreement, the City issued its Gas System Revenue Bonds, Series
2010B1 (the fiSeries 2010B-1 Bondso), in the aggregate principal amount of $5,345,000 to
evidence its obligation to repay the Series 2010Boan and its Gas System Revenue Bonds,
Series 2010R (the fiSeries 2010B-2 Bondso and together with the Series 2010B-1 Bonds, the
fiSeries 2010B Gas SytemBondso), in the aggregate principal amount of $6,910,000 to evidence
its obligation to repay the Series 201@B oan. The Series 2010Bas SystenBonds are fixed
rate with a final maturity of October 1, 2017. The Series 20&8B SystenBonds are sered
by a first and priorpari-passulien upon the Net Revenues of the Systenfudaber described
anddefined in the authorizing resolutidthe fiPledged Revenueso), on a parity with the 2011
Gas SystenNote (defined below)

Issuance of the Gas SysteRevenue Note, Series 20110n December 16, 2011, the
City issued its $5,000,000 Gas System Revenue Note, Series 2011 (the i2011 Gas System
Note0). The 2011Gas SystenNote was issued to provide funds for the primary purpose of (i)
financing the 2011 Pject describedn the authorizing resolutioas including the purchase of
five (5) compressed natural gas refuse trucks and the acquisition, construction and rehabilitation
of capital improvements to the System and (ii)ipgyertain costs of issuance thie 2011Gas
SystemNote. The 2011 GaSystemNote was placed with Hancock Bankihe 2011Gas
SystemNote is secured by a first and prigari-passulien upon the Pledged Revenues on a
parity with the Series 20108as SystenBonds.
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HISTORICAL DEBT SERV ICE COVERAGE

Maximum Debt
Fiscal Operating Total Operating Total Net | Annual Debt | Service
Year Revenues Expensegb) Revenues Service(a) | Coverage
2010 $ 45,742,728 34,311,573c)| $11,431,155| $ 1,766,063 6.473
2011 39,438,516 30,961,014 8,477,502 1,766,063 4.800
2012 37,222,394 24,470,462(c)| 12,751,932 2,318,641| 5.500
2013 43,211,874 27,939,220(d)| 15,272,654 2,318,641 6.587
2014 49,488,935 33,175,940(e)| 16,312,995 2,318,641 7.036

(a) Maximum annual debt service occurs in fiscal year 2017.
(b) Operating expenses are net of depreciation expenses.
(c) 2010 and 2018perating expenses decreadddo and 18%, respectively, primarily due tor@ased natural gas prices.

(d) 2013 operating expenses increased 14%, primarily due to increased natsegas

(e) 2014 operating expenses increased 19%, primarily due to increased natural gas sales and natural gas prices.
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CITY OF PENSACOLA, FLORIDA *
$5,345,000 GAS SYSTEM REVENUE BONDS, SERIES 2016B

AND

$6,910,000 GAS SYSTEM REVENUE BONDS, SERIES 2016B

Dated: August 10, 2010

PURPOSE:

* The City of Gulf Breeze, Florida issued its Capital
Funding Revenue Bonds, Series 2010B (2010B Loan
Programt Loans to City of Pensacola, Florida) for
the purpose of loaning the proceeds to the City
pursuant to the Series 2010B Loan Agreements. The
Selies 2010B1 Bonds were issued by the City to
refinance its Gas System Revenue Bond, Series 2008.
The Series 20102 Bonds were issued by the City to
refinance the Gas System Revenue Bonds, Series
1999. The refunding of the Series 2008 Bond
allowed the Qy to replace the variable rate
obligation with a fixed rate obligation. The refunding
of the Series 1999 Bonds resulted in net present value
savings to the City.

SECURITY:

The Series 2010B5as SystemBonds are limited
obligations of the City payableokely from Pledged
Revenues which consist primarily of the Net
Revenues derived from the operation of the gas
System on a parity with the 201Gas SystenNote
(herein defined)

AGENTS:

Trustee T US Bank National Association, Orlando,
Florida

Bond Counsel T McGuireWoods LLP, Jacksonville,
Florida

Insurance T None for the Series 20108as System
Bonds

ISSUED AS:

Series 2010BL Bonds: $5,345,000 serial bonds due
10/1/17

Series 2010 Bonds: $6,910,000 serial bonds due
10/1/17

RATINGS:
None on the Seri€2010BGas SystenBonds.
REDEMPTION:

The Series 2010Bas SystenBonds are not subject
to optional or mandatory redemption prior to their
respective stated dates of maturity.

OUTSTANDING PARITY BONDS :

The lien upon the Pledged Revenues is on paritly wit
the 2011Gas SystenNote
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$5,345,000 GAS SYSTEM REVENUE BONDS, SERIES 2016B

CITY OF PENSACOLA, FLORIDA

SUMMARY OF DEBT SERVICE REQUIREMENTS

Coupon
Fiscal  Coupon Rate Principal Interest Fee Subtotal Total
Year Rate (w/ Fees) Payment Payment Payment Int & Fee Fiscal Year
2015 3.000% 3.125% $ 670,000.00 $ 97,050.00 $ 3,137.51 $100,187.51 $ 770,187.51
2016 4.000% 4.125% 695,000.00 73,100.00 2,284.38 75,384.38 770,384.38
2017 4.000% 4.125% 725,000.00 44,700.00 1,396.88 46,096.88 771,096.88
2018 4.000% 4.125% 755,000.00 15,100.00 471.88 15,571.88 770,571.88
$2,845,000.00 $229,950.00 $ 7,290.65 $237,240.65 $3,082,240.65
CITY OF PENSACOLA, FLORIDA
$6,910,000 GAS SYSTEM REVENUE BONDS, SERIES 20B-2
SUMMARY OF DEBT SERVICE REQUIREMENTS
Fiscal  Coupon Principal Interest Fee Subtotal Total
Year Rate Payment Payment Payment Int & Fee Fiscal Year
2015 3.000% $ 865,000.00 $ 124,775.00 $ - $ 124,775.00 $ 989,775.00
2016 4.000% 895,000.00 93,900.00 - 93,900.00 988,900.00
2017 4.000% 935,000.00 57,300.00 - 57,300.00 992,300.00
2018 4.000% 965,000.00 19,300.00 - 19,300.00 984,300.00
$ 3,660,000.00 $ 295,275.00 $ - $ 295,275.00 $ 3,955,275.00
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CITY OF PENSACOLA, FLORIDA
$5,000,000 GAS SYSTEM REVENUE NOTE, SERIES 2011

Dated: December 16, 2011

PURPOSE:

The 2011Gas SystermNote was issued to provide
funds for the primarypurpose of (i) financing the
2011 Project describeih the authorizing resolution
as including the purchase of five (5) compressed
natural gas refuse trucks and the acquisition,
construction and  rehabilitation of capital
improvements to the System and) (iaying certain
costs of issuance of the 2DGas SystenNote.

SECURITY:

The 2011Gas SystenNoteis alimited obligation of
the City payable solely from Pledged Revenues
which consist primarily of the Net Revenuesided
from the operation of the & $stem on a parity
with the Series 2010Bas SystenBonds

AGENTS:
Holder T Hancock Bank

Bond CounselT McGuireWoods LLP, Jacksonville,
Florida

Insurance T None

ISSUED AS:

$5,000,000 Note due October 1, 2021, with principal
installmentscommencing on October 1, 2012,

RATINGS:

None.

ALL PROVISIONS:
Optional Redemption

The 2011 Gas SystemNote may be prepaid in whole

on any dateor in part on any principal installment

due dateat a price equal to the principal amount
prepaid plus accrued terest to the date of the

prepayment with 10 days prior written notice to the
Bank. Partial prepayment must be in multiples of
$1,000 and applied in inverse order of principal
installments due.

OUTSTANDING PARITY BONDS:

The lien upon the Pledged Revenusson parity
with the Series 2010B5as SystenBonds
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CITY OF PENSACOLA, FLORIDA

$5,000,000 GAS SYSTEM REVENUE NOTE, SERIES 2011

SUMMARY OF DEBT SERVICE REQUIREMENTS

Fiscal Coupon Principal Interest Total
Year Rate Payment Payment Fiscal Year
2015 2.090% 475,000.00 $ 80,517.25 $ 555,517.25
2016  2.090% 485,000.00 70,485.25 555,485.25
2017  2.090% 495,000.00 60,244.25 555,244.25
2018  2.090% 505,000.00 49,794.25 554,794.25
2019 2.090% 516,000.00 39,124.80 555,124.80
2020 2.090% 527,000.00 28,225.45 555,225.45
2021  2.090% 538,000.00 17,096.20 555,096.20
2022  2.090% 549,000.00 5,737.05 554,737.05
$4,090,000.00 $351,224.50 $4,441,224.50

54






PENSACOLA INTERNATIONAL AIRPORT

INTRODUCTION

The City owns and operates the Pensacola International Airport. The geographic area
served by the Airport is a function of its proximity to other air carrier airports and the amount of
commercial service available relative to other airports. Two other neayoyts offer service
in the region-- Mobile Regional Airport and Northwest Florida RegioAalport (Fort Walton
Beach / Eglin Air Force Base). The primary Airport service region consists of Escambia and
Santa Rosa counties located in northwestermiddoand Baldwin and Escambia County in
Southeastern Alabama. Escambia County, Florida accounts for about 41 percent of the
population of the primary Airport service region and includes the City. The population densities
for the four counties underlinbe importance of this region. The secondary region served by the
Airport is defined by the location of (and the airline services provided at) other commercial
service air carrier airports. Based on the Airportds overnight automobile parking lot inventory,
Baldwin County, Alabama ranks first, with Escambia and Santa Rosa Counties, Florida ranking
second in counties for automobile parked in the Airport parking facility.

Northwest Florida Beaches International Airport (Panama City) opened in May 2010
with a 10,000 foot long primary air carrier runway and continued air service provided by Delta
and Southwest Airlines. Air service in Panama City hasmaderiallyimpacted passenger traffic
at the Pensacola International Airport as the catchment areas revithifigle or no overlap.

The demand for air transportation is largely dependent upon the demographic and
economic characteristics of the Air Service Area. This is particularly true for facilities such as
the Airport for which the majority of the pasggr activity consists of origination/destination
traffic, and not connecting traffic. For a detailed description of the demographic characteristics
of the City, see information under the heading iGeneral Information Concerning the City of
Pensacolao of this Report to Bondholders.

Small Air Traffic Hubh The FAA classifies the Airport as a small air traffic hub airport.
A small hub is defined as a community that enplanes between 0.05% and 0.25% of all passengers
enplaned on certificated route air carsién all services in the 50 states, District of Columbia,
and other designated territorial possessions of the United States. According to the FAA data, the
Airport was ranked 99in the calendar year 20136s Top Busiest Airports in the United States.

ORGANIZATION AND MANAGEMENT

As previously stated, the Airport is owned and operated by the City, with the Mayor
charged with oversight. The Airport, operated as an enterprise fund, is administered by the
Airport Director. Set forth below is biographigaformation pertaining to Airport Director.

The Airport Director position became vacant August 2014, due to the resignation of Mr.

GregoryDonovan. Prior to August 2018r. Donovan served as Airport Director. Until such
time the vacant position is fdtl, Mr. Daniel Flynn will serve as Interim Airport Director
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Gregory Donovan, A.A.E., Airport DirectorMr. Donovan was hired as Airport Director
in March 2013 to fill the vacancy left by Ms. Crawford (May 200@March 2013). Mr.
Donovan previously seed from 2008013 as the director @¥kaloosa Countyfs three airports
consisting of Northwest Florida Regional Airport (VPS), Destin Airport (DTS), and Bob
Sikes/Crestview Airport (CEW). He earned a Bachelor of Science degree in Aviation
Management fronilorida Institute of Technology in 1991, professional accreditation from the
American Association of Airport Executives (AAAE) earned in 2004, and holds a private pilotos
license. Mr. Donovan received the stateds top recognition in 2011, being named Aviation
Professional of the Year from the Florida Department of Transportatiowoamgeted a term as
president of the Florida Airports Council (FAC) in October 2012.

Daniel Flynn, C.M., Interim Airport Director. With the departure of Mr. Greg Donovan
in August 2014, Mr. Flynn has been acting in the capacity of Interim Airport Director while the
City of Pensacola conducts a nationwide search for a permanent replacéfeeatarned a
Bachelor of Science degree in Aviation Management from Auburn Univemsit988, a Master
of Business Administration degree from the University of West Florida in 1991, and is a
Certified Member of the American Association of Airport Executives. Mr. Flynn has been with
the Airport since August 1989 serving in a variety ofifp@ss, and since May 2010 has been the
Asst. Airport Directoir Operations.

DESCRIPTION OF THE AIRPORT

Airfield. The Airport is located on approximately 1,400 acres and includes two active
runways: Runway 185 (orientation is Nort##Bouth) which is 000 feet by 150 feet and
Runway 826 (orientation is EadtVest) which is 7,000 feet by 150 feet. There is a full parallel
taxiway system. Navigational and landing aids at the airport include high intensity lights on
Runway 1735, touchdown zone/centearé lights for Runway 185, high intensity lights on
Runway 826, an approach lighting system, a localizer and glide slope facility for Runway 17
35, a localizer with distance measuring equipment for Runw2fy, &n FAA air traffic control
tower, an FAA Teminal Radar Approach Control (TRACON) facility, a rotating beacon, lighted
windsock, segmented circle, runway visual range, and automated surface observation system.
Aircraft rescue and firefighting services are provided by the Citybs Fire Department and
responding fire fighters are positioned at a fire station located adjacent to the intersection of the
two runways.

Air Carrier Terminal The terminal area includes the passenger terminal building with
twelve gates and ten loading bridges, an air caapeon large enough to accommodate ten jet
aircraft with an adjacent owaight aircraft parking apron that will accommodate up to four
regional jets, associated taxiway system, a public parking garage and surface lots, rental car
parking and service argaan airport maintenance area, an aircraft firefighting facility, a fuel
farm and various FAA facilities/equipment. Included in the terminal building are operational
areas for the air carriers, ticket countersjine baggage screening system, waitingag, a
baggage claim area, restaurants, cocktail lounge, restrooms, rental car counters, and gift shops.

Airport Concessions.Airport concessions consist primarily of the food and beverage
concession, terminal advertising, automobile rentals, the ge#tvsdncession, and automated
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teller machines. Public automobile parking is operated under a management comtract.
public parking garage contains 963 spaces for the general public and 342 spaces for rental car
customers.There is an additional 83(paces available for the general public in the primary
surface lot and 1,003 spaces available for the general public in the two economy lots combined.
Automobile rental services are provided by nineagport rental car brands: Alamo, Avis,
Budget, Dollay Enterprise, Hertz, National, Payless, Thrifty, and Zipcar.

General Aviation Facilities General aviation facilities are operated by two fikade
operators; Aerose, LLC and Pensacola Aviation Center. The general aviation facility consists of
aprons,taxiways, roads, and parking facilities. The Airport has 43ahgars to accommodate
general aviation aircraft at the Airport. Approximately 95 general aviation aircraft are based at
the Airport. Tenants on the corporate ramp include PNS Navy Flying, Elelworks, and
JDNT Hangar Facility, LLC (formerliifeguard Air Ambulance).

Heliworks. A helicopter parking and maintenance facility is located adjacent to the main
terminal building. Services include ramp space for landing andofikéelicopter parking,
refueling, maintenance, and repair. Due to increased business activity, Heliworks has expanded
its operations by leasing additional office, hangar, and ramp space on the corporate ramp as well
as the space formerly occupied by Southern Comparth of the terminal.

Sandspur Hotel and Retail Developmentonstruction of the 12foom Hyatt Place
Hotel was completed in April 2013. The Airport receives percentage rent from the hotel activity.
Five other parcels within this development arspeggressively marketed for sublease. When
completely subleased or within five years of the lease date, the Airport will receive ground rent
from the five remaining parcels. The Airport expects to receive a minimum of $420,000 per year
in new nonairline revenue from this development.

(Remainder of this page is intentionally left blank due to the length of the following schedule.)
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AIRLINE AND MARKET SHARES

The following table presents the airline shares of enplaned passengers and landed weig
at the Airport for fiscal years 2010 through 2014.

Share of Enplaned Passengers
(For Fiscal Years Ended September 30)

Airline 2010 2011 2012 2013 2014
AirTran Airways 14.58% 13.10% 13.50% 13.00% 1.20%
Delta 35.80% 39.90% 41.30% 44.30% 43.30%
Southwest Airlinegs) 0% 0% 0% 0% 12.80%
Charters 1.00% 0.00% 0.01% 0.05% 0.10%
Total Mainline 51.38% 53.00% 54.81% 57.35% 57.40%
Regional 48.62% 47.00% 45.19% 42.65% 42.60%
TOTAL 100.00% 100.00% 100.00% 100.00% 100.00%

Share of Landed Weight
(For Fiscal Years Ended September 30)

Airline 2010 2011 2012 2013 2014
AirTran Airways 14.07% 12.66% 12.36% 11.97% 1.08%
Delta 37.82% 40.68% 37.36% 38.64% 37.40%
Southwest Airliness) 0.00% 0.03% 0.00% 0.00% 9.28%
UPS(2) 0.00% 0.00% 8.15% 9.40% 9.28%
Charter 0.00% 0.00% 0.00% 1.00% 2.37%
Total Mainline 51.89% 53.37% 57.87% 61.01% 59.41%
Regionalgi) 48.11% 46.63% 42.13% 38.99% 40.59%
TOTAL 100.00% 100.00% 100.00% 100.00% 100.00%

(1) Regional airlines for fiscal year 2014 include American Eagle, United Express, Silver Airways, Delta
Connection, and US Airways Express (imtihg Air Wisconsin, MESA, and PSA).

(2) UPS is a cargo airline with operations beginning October 2011 (including Ameriflight).

(3) Southwest Airlines officially replaced AirTran Airways in November 2013 after completing its acquisition of
the airline in 2011.

ENPLANED PASSENGERS AT THE AIRPORT

The ten year period from 2005 through 2014 has seen an overall decrease in total
passenger traffic of about 3.23 percent with passenger traffic decreasing in 2008, 2009, and
2012.

In September 2008, due to increaseel ftosts and the declining economic environment,
airlines refocused their business processes to center earpolts and international traffic. As
part of these changes in their business processes, the airlines reduced a large number of nonstop
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flights at many airports including Pensacola. This reduction in the number of flights at
Pensacola International Airport resulted in a 23 percent decline in seat capacity. In the spring of
2010, United Express introduced rstop service to Washington Dulles a@bicago, American

Eagle added new flights to Miami, and other existing carriers improved fleet mix allowing the
Airport to recapture most of the seat capacity lost in 2008. While Unitedds service to
Washington DC (Dulles) was discontinued April 2013jranrease in seat capacity was realized
with Southwest Airlines entry into the market November 2013.

Historical Enplaned Passengers
Airport
Fiscal Year Enplanements Growth (%)
2005 799,907 8.00
2006 811,291 1.40
2007 835,121 2.90
2008 814,279 (2.50)
2009 700,662 (13.90)
2010 719,648 2.70
2011 780,621 8.47
2012 756,229 (3.13)
2013 758,158 0.26
2014 773,997 2.09

Source: Pensacola Internatiodddport records.

The table below further breaks out the number of enplaned passendger@aport for Mainline
and Regional airlines for fiscal years 2005 through 2014.

Historical Airline Traffic
Enplaned Passengers
Fiscal Year Mainline (1) Regional(2) Total

2005 398,914 400,993 799,907
2006 349,356 461,935 811,291
2007 393,124 441,997 835,121
2008 409,030 405,249 814,279
2009 350,575 350,087 700,662
2010 363,232 356,416 719,648
2011 414,397 366,224 780,621
2012 414,853 341,376 756,229
2013 433,519 324,639 758,158
2014 444,056 329,947 774,003

Source: Pensacola International Airport records.

(1) FY14 includes Southwest, AirTran, Delta, and Charter.

(2) FY14 includes Delta ConnectioBilver Airways, United
Express, and US Airways Express (Air Wisconsin, PSA,
and Mesa).
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Airline Market Share of Enplaned Passengers
(For Fiscal Years Ending September 30)

Passenger Airlines

Major/national and Charter
Delta Air Lines
Southwest Airlines
AirTran Airways
Charters

Subtotal

Regional/commuter
Delta Connectioiw)
American Eagle
United/Continental Express/

Continental Connection)
Silver Airways
US Airways Expresg)
United Expressd)
Subtotal

Total Passenger Airlines

Airline Groups
Delta Air Lines
AirTran Airways
American Eagle
Continental Express
US Airways
Southwest Airlines
United Express
Silver Airways
Other

Total Airline Groups

2010 2011 2012 2013 2014
35.8% 39.9% 41.3% 44.3% 43.3%
0.0 0.0 0.0 0.0 12.8

14.6 131 135 13.0 1.2
1.0 0.0 0.1 0.05 0.10
51.4 53.0 54.9 57.35 57.40
10.8 6.6 4.0 0.0 0.0
12.7 14.4 15.9 16.5 17.7
12.6 114 3.4 8.1 0.0
0.0 0.0 0.0 0.0 4.7
9.5 9.9 10.4 114 10.8
3.0 4.7 11.4 6.6 9.4
48.6 47.0 45.1 42.6 42.6
100.0% 100.0% 100.0% 100.0% 100.0%
46.6% 46.5% 45.3% 44.3% 43.3%
14.6 131 135 13.0 1.2
12.7 14.4 15.9 16.5 17.7
12.6 114 3.4 8.1 0.0
9.5 9.9 10.4 114 9.4
0.0 0.0 0.0 0.0 12.8
3.0 4.7 114 6.6 10.8
0.0 0.0 0.0 0.0 4.7
1.0 0.0 0.1 0.1 0.1
100.0% 100.0% 100.0% 100.0% 100.0%

Source: Airport records.

(a) Operated by ASA and Pinnacle (fiscal years 202012).

(b) Operated by ExpressJet Airlines and Gulfstream IntematiAirlines (fiscal years 20052011),
Silver Airways (fiscal year 20122013).

(c) Operated by Air Wisconsin (fiscal years 2012014), Mesa Airlines (fiscal years 20112014),
Pacific Southwest Airlines (fiscal years 2012013), and Republic Airline@iscal year 2011).

(d) Operated by ASA and ExpressJet.
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The history of air carrier traffic shows the fluctuations caused by economic recession and
changes in carrier service. From 20@014, U.S. Airlines have cut 1.5 million domestic flights
from thecountry's airports. Consolidation is the main driver in the U.S. Airline industry. While
there were ten major airlines in 2000, now there are only four: Delta Air Lines, United Airlines,
Southwest Airlines, and American Airlines. As certain carriergheit Pensacola, others have
come in with either comparable mainline or regional service. In 2000, 125,652 passengers
departed on regional carriers. Since that time, regional enplanements have increased 162.58%
with 329,941 passengers departing on negii@arriers in 2014. Part of the reason for this change
is the airline industrybs trend for mainline carriers to provide service with 50, 70, and 90 seat jets
operated by regional affiliates. In Pensacola, United Express, US Airways, and Delta serve the
market through regional affiliates. Silver Airways provides uitlarida service to the market.

Delta and Southwest provide mainline service to the market. The additional seats available on
the regional jets, as well as their increased comfort and n@nae, offer an attractive incentive
to utilize the commuter carriers.

In past years, the Airportds activity was affected by weak financial performance in the
airline industry, a series of airline bankruptcies, and changing airline business models. Th
Airport grew during these challenging times, however, demonstrating the resilience and strength
of the market. Pensacolads large origin-destination passenger base reflects the real strength of the
Pensacola regionds economy. During fiscal year 2014, 1.54 million total (inbound and outbound)
passengers utilized the Airport.

In 2014, American Airlines replaced twice daily regional jet service between the Airport
and the Dallas Fort Worth market with narrbedy equipment during the peak season (June
Sepgember), thus increasing seat capacity by forty percent. Additionally, Silver Airways
increased frequency of its service to and from Orlando.

For fiscal year 2014, the average load factor remained strong at-tigbtypercent.
Passenger increases of tpercent is generated by more seat capacity from Southwest Airlines,
American Airlines, and Silver Airways.

AIRLINE INFORMATION

Revenues may be affected by the ability of the airlines operating at the Airport,
individually and collectively, to meet thierespective obligations under Ordinance No-839
adopted by the City on August 11, 1988, or the operating agreements and terminal building
leases with Continental Airlines, Delta Air Lines and US Airways, as the case may be. Each of
said airlines or thir respective parent corporations is subject to the information reporting
requirements of the Securities Exchange Act of 1934, as amended, and in accordance therewith
files reports and other information with the Securities and Exchange Commission (the ASECO).

Certain information, including financial information, as of particular dates concerning each of
the airlines operating at the Airport or their respective parent corporations is disclosed in certain
reports and statements filed with the SEC. Such te@ord statements can be inspected in the
Public Reference Room of the SEC at 450 Fifth Street, N.W., Washington, D.C. 20659, and at
the SECos regional offices at 219 South Dearborn Street, Chicago, lllinois 60604; 26 Federal
Plaza, New York, New York 10387 and 5757 Wilshire Boulevard, Suite 500 East, Los Angeles,
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California 900363648 and copies of such reports and statements can be obtained from the Public
Reference Section of the SEC at the above address at prescribed rates. In addition, each airline
operating at the Airport is required to file periodic reports of financial and operating statistics
with the United States Department of Transportation (the fiU.S. DOTO0). Such reports can be
inspected at the following location: Bureau of Transportation 8tatisOffice of Airline
Information, Reports Reference Facility, 400 Seventh Street, SW, Washington, D.C. 20590, and
copies of such reports can be obtained from the U.S. DOT at prescribed rates.

FORECASTED AIR TRAFFIC

Based upon current economic corahis and actual and projected changes in airline
service, the Airport projects:

T 20162018Y two (2%) percent growth per year in enplaned passengers

The Airport projects that it will be back to the fiscal year 2007 enplaned passenger level
after 2016. Tis projection is based upon the changes in capacity of existing airlines,
adjustments to markets served and the anticipated impact of new service by Southwest Airlines.

KEY FACTORS AFFECTING FUTURE AIRLINE TRAFFIC

In addition to future growth in theopulation and economy of the Air Service region and
surrounding area key factors that will affect future airline traffic at the Airport are:

Growth in population and economy of the Airport Service Region

Economic conditions

Aviation security concerns

Airline service and routes

Airline fares and competition

Financial health of the airline industry

Availability and price of aviation fuel

Airline consolidations and mergers

Capacity of the national air traffic control and airport systéftte absence of
subsantial government shut downs or prolonged periods of compromised air traffic
control

T Capacity provided at the Airport

=A =4 =4 4 -4 -8 -8 -4 -4
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ORIGINATION AND DESTINATION MARKETS

The Airport primarily serves passengers originating in or destined to arrive in Pensacola.
The following table presents the Airport's top origination and destination marketssial
YearEnd 2014.

Domestic Origin-Destination Passengers, Revenue, & Average Fares
Ended September 30, 2014
Percentage
Total of Total Average

Rank Market Name Passengers Passagers Total Revenue Fare
1 Washington, DC Area 89,948 6.64% $16,963,618 $189

2 Dallas Area 62,960 4.65% $10,870,249 $173

3 Houston Area 55,660 4.11% $9,864,625 $177

4  Nashville, TN 49,357 3.64% $5,163,065 $105

5 New York City 55,670 4.11% $11,698,671  $210

6 Chicago Area 59,453 4.39% $11,628,573  $196

7 Atlanta, GA 47,929 3.54% $7,759,443 $162

8 Los Angeles Area 38,811 2.86% $10,402,004  $268

9 South Florida 65,897 4.86% $12,509,923 $190
10 Boston Area 30,737 2.27% $6,726,666 $219
All Other Markets 813,973 60.06% $175,888,367 $216

All Domestic Markets 1,370,395 101.12%  $279,475,204  $204

Source: PNS Domestic O&D Passengers, Revenue, & Averagd Batece: YE3Q 2014, US DOT O&D
Survey via Diio Mi

(Remander of this page is intentionally left blank.)
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CAPITAL IMPROVEMENTS

Airport Improvements.In fiscal year 2014, the City completed the following projects:
Airport Operations Office Software Upgrade

Airfield Electrical Vault Regulator Replacement

Instalation of a Fuel Accounting System

Rehabilitation of the Existing Parking Garage

Covered walkway to the Hyatt Place Hotel on airport property

E N

Air Commence Park DevelopmenThe Airportis 2000 Master Plan identified 65 acres
of property adjacent to theorthwest quadrant of the Airport for future land acquisition and the
development of an air commerce park.

The Airport started the Commerce Park Land Acquisition project in 2004. To date, City
Council has approved the purchase of sty residentiahnd twentyfour commercial parcels.
A multi-year FDOT grant is in place that will fund 75 percent of the cost of a majority of the
acquisitions. This FDOT grant contains a provision that requires the Airport to repay FDOT 25
percent of the amount drawn thin ten years. Within the last supplemental agreement
associated with this grant, the FDOT authorized the Airport to use askardioontribution its
prior capital purchases of property to-st the 25% repayment provision.

PROSPECTIVE FINANCINGS

Pensacola International Airport does not anticipate issuing any newfatebapital
improvementin the succeeding year. As discussed below, Alnport Taxable Customer
Facility Charges New Modified Note for the rental car service facilities maturd3ecember
31, 2015. Prior to the maturity of the New Modified Note, the City intends to refinance the
outstanding principal.

DEBT MANAGEMENT

The Airport is operated as a separate enterprise of the City and the obligations for
repayment of the loansnd the bonds of the Airport are expected to be payable solely from
specified airport revenues, including rental car CFCs imposed on rental car contracts, PFCs and
general airport revenues.

Issuance of the Airport Refunding Revenue Bonds, Series 2005A¢NMT). On July
29, 2005, the City issued its $15,145,000 Airport Refunding Revenue Bonds, Series 2005A
(Non-AMT) (the fiSeries 2005A Bondso). The Series 2005A Bonds were issued to provide funds
for the primary purpose of financing the cost of refundihg,$55,000 in remaining outstanding
principal amount of the Citybs $14,645,000 original principal amount Airport Revenue Bonds,
Series 1997A. The lien upon and pledge of the Net Revenues of the Airport Facilities (as more
fully described and defined in dhauthorizing resolution, the fiPledged Fundso) to secure
repayment of the Series 2005A Bonds is on a parity with the lien securing the Citybs outstanding
Series 2008 Bonds (herein defined), the 2010 Airport Note (herein defined) and the 2012 Airport
Note (herein defined).
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Issuance of the Airport Taxable Customer Facility Charges Revenue Not@n
February 4, 2008, the City issued its $19,000,000 Airport Taxable Customer Facility Charges
Revenue Note, Series 2008 (fiAirport Taxable Noteo) for the purpose of financing the
construction and equipping of a rental car service center to serve the Airport. On September 23,
2010,the Airport Taxable Note was cancelled and a modified note (the iModified Noteo) was re-
issued by the City. Simultaneously with theussce of the Modified Note, the City paid to
Bank of America, the holder of the Airport Taxable Note, the amount of $3,047,177, reducing
the outstanding principal amount of the Modified Note to $14,800,@®.June 27, 2012he
Modified Note was canceliieand a new modified note (the fiNew Modified Noteo) was re-issued
by the City. Simultaneously with the issuance of the New Modified Note, the City paid to Bank
of America the amount of $3,000,000, reducing the outstanding principal amount of the
Modified Note to $11,800,000. The Modified Note matures on December 31, 2015. Prior to
maturity of the New Modified Note, depending on market conditions the City will seek to
refinance the outstanding principal on a fixed rate basis over a term of 20 to 25 Véars.
Airport completed the Rental Car Service Facility Area in June 20009.

Issuance of the Airport Revenue Bonds, Series 2008n August 14, 2008, the City
issued its $35,780,000 Airport Revenue Bonds, Series 2008 (the fiSeries 2008 Bonds0). The
Series2008 Bonds were issued to provide funds for the primary purpose of (i) financing the 2008
Project described in the authorizing resolution as including a terminal expansion project, an
aircraft apron expansion project, the construction of ash&ld automabile parking lot, and the
preparation of plans and specifications for the airport parking structureds expansion and (ii)
retiring all of the outstanding principal amount of the Citys Airport Improvement Revenue
Bond, Series 2006A and Airport Improvemergvi@nue Bond, Subordinate Series 2006B. The
lien upon and pledge of the Pledged Funds to secure repayment of the Series 2008 Bonds is on a
parity with the lien securing the Cityds outstanding Series 2005A Bonds, the 2010 Airport Note
and the 2012 Airport ble.

Issuance of the Airport Revenue Note, Series 2010 (AMDn September 29, 2010, the
City issued its $12,310,000 Airport Revenue Note, Series 2010 (AMT) (the fi2010 Airport
Noteo) and applied the proceeds, together with surplus monies held in the Debt Service Reserve
Fund, to refund all of its remaining outstanding Airport Revenue Bonds, Series 1997B (AMT),
outstanding in the aggregate principal amount of $2,625,000 and Airport Revenue Refunding
Bonds, Series 1998A (AMT), outstanding in the aggregatecipal amount of $9,875,000
(collectively, the fiRefunded Airport Bondso). The 2010 Airport Note was placed with Compass
Mortgage Corporation. The 2010 Airport Note matures on October 1, 2018. As more fully
described herein, simultaneously with theussce of the 2010 Airport Note, the City entered
into the Swap Agreement, as defined herein, whereby the City pays a synthetic fixed interest rate
of 2.39%. Refunding the Refunded Airport Bonds resulted in net present value savings to the
City based on th synthetic fixed interest rate. The lien upon and pledge of the Pledged Funds to
secure repayment of the 2010 Airport Note is on a parity with the lien securing the Citybs
outstanding Series 2005A Bonds, Series 2008 Bonds and the 2012 Airport Note.

Issuance of the Airport Revenue Note, Series 20X2n September 28, 2012, the City
issued its $6,300,000 Airport Revenue Note, Series 2012 (the i2012 Airport Noteo) was issued
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PASSENGER FACILITY C HARGE (PFC)

The Aviation Safety and Capacity Expansion Act of 1990 (ASCEA) enabled public
agencies that enplane at least 2,500 passengers annually the ability to levy a facility charge of $1,
$2, or $3 per passenger. Theevues are to be used for airport planning and development
projects approved by the Federal Aviation Administration (FAA). The Federal Aviation Act of
1994, the Federal Aviation Reauthorization Act of 1996, and the Wendell H. Ford Aviation
Investment andReform Act for the 2% Century made significant modifications to the Statute.
Most significantly the Wendell H. Ford Aviation Investment and Reform Act for tFieC2htury
granted PFC collection authority and allowed public agencies to apply to théoFHAérease the
PFC level to $4 or $4.50. In March of 2002 the City Council approved an amendment to the
PFC to impose a $4.50 passenger facility charge. FAA approved the amendment and collection
of the $4.50 PFC began in January 2003. The FAA Mogation and Reform Act of 2012 has
continued the federal cap on PFCs at $4.50 and commissioned a study of alternative means of
collecting PFCs in the futureThe charge is assessed by airlines on all qualified reveayiag
enplaning passengers at the $&mwola International Airport.

Passenger Facility Charge Revenues
(for the Fiscal Year ending September 30,)
2014
Enplaned Passengers 758,158
Percent of PFC Eligible Passengers 91%
PFC Eligible Enplaned Passengers 688,412
PFC Level $ 4.50
less: Airline Collection Fee (0.11)
Net PFC Level 4.39
PFC Collections (not including interest) $ 3,022,128
Cummulative PFC Collections -
L 20,22
Application No. 05-07-C-02-PNS 0,223,609
PFC Cash Flow
PFC Fund Beginning Balance 2,284,309
Deposits:
PFC Collections 3,022,128
Allowance - PFC Interest Earnings 3,191
Total Annual PFC Revenues 3,025,319
Annual Use of PFC Revenue:
PFC Reimbursement from FAA Grant 0
Pay-as-you-go 0
Debt Service:
2008 Series - PFC Eligible Portion 2,124,613
PFC Fund Ending Balance 3,185,015
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DEBT SERVICE COVERAGE T ON PASSENGER FACILITY CHARGE (PFC)
SUPPORTED PORTION OF GARBS

Passenger

Fiscal Facility Debt Service

Year Charge(a) Principal Interest Coverage
2010 $ 2978 $ 18 $ 1,735 1.55
2011 3,082 420 1,719 1.44
2012 3,003 440 1,698 1.40
2013 2,958 460 1,675 1.39
2014 3,025 485 1,652 1.42

Source: City fiscal year 2@1CAFR
(a) Includes revenues and interest eaming

Coverage shown on the debt service on the Passenger Facility Charge eligible portion of
the Series 2008 Bonds is shown for illustrative purposes. Debt service funded from Passenger
Facility Charge revenue is not included in the calculation of the Raintenance Requirement
which results in a 1.00 times coverage on debt service funded from Passenger Facility Charge
revenue. The Master Airport Revenue Bond Resolution, which should be read in its entirety,
more fully describes the Rate Maintenance é€ant.

RENTAL CAR CUSTOMER FACILITY CHARGE (CFC)

In October 1997, the City Council approved and adopted an ordinance imposing a charge
on a transactional basis of each-arport vehicle rental; a Customer Facility Charge (CFC).
The CFC was establishdd fund a ratable portion of the debt service and maintenance and
operating expense associated with the Airportds parking garage.

In January 2008, the City Council approved and adopted Ordinance Nurmb&r 0%he
ordinance amended the rental car ordieaaicd provided for the necessary language to increase
the collection of CFCs to allow for funding of the construction of the new Rental Car Service
Facilities at the Airport. Each rental car company is responsible for the collection and remittance
of the @mbination of CFCs which funds the first floor of the parking garage and rental car
service facilities.
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In fiscal year 2008, CFC revenue began trending downward as a result of a declining
volume of rental car Contract Days (the basis for calculating gd@nents). The decline in
Contract Days was attributable to declining enplanements at the Airport and increased rental
rates charged by the rental car companies resulting in lower rental car demand. To compensate
for the lower volume of Contract Dayd$et City increased the daily CFC rate from $3.60 to
$4.25 effective July 1, 2009. The Airport also completed its Rental Car Concession bid process
in 2009 which resulted in all eight major rental car brands (Alamo, Avis, Dollar, Enterprise,
Hertz, Nationgland Thrifty) being awarded eairport rental car concession agreements.

A five year history of CFC revenues (in thousands) is as follows:

FISCAL FISCAL FISCAL FISCAL FISCAL
YEAR 2010 | YEAR 2011 | YEAR 2012 | YEAR 2013 | YEAR 2014
CFC - 1st Floor Parking Garage $1,462 $745 $971 $835 $845
CFC - Rental Car Service Facili@) $998 $2,027 $1,809 $1,944 $2,128
Total $2,460 $2,772 $2,780 $2,779 $2,973

Source: City Financial Records
(@) The Rental Car Service Facility CFC was effective Daner 2006. The increase in fiscal year 2010 is related to the rate
increase effective July 1, 2009 from $3.60 to $4.25.

DEBT SERVICE COVERAGE T CUSTOMER FACILITY CHARGE REVENUE NOTE

In 2008, the City issued its $19.0 million Airport Taxable CFC Revéuate to Bank of
America. Coverage shown on the debt service on the Note with the Bank of America is shown
for illustrative purposes. The Note does not include a rate maintenance covenant requiring a
defined level of coverage.

Customer Less: Net

Fiscal Facility = Operating Available Debt Service

Year Charge Expense) Revenue Principal Interest  Coverage
2010 $ 998 ¢ - $ 998 $ - $ 195 5.12
2011 2,027 - 2,027 - 139 14.58
2012 1,809 886 923 - 145 6.37
2013 1,944 662 1,282 - 114 11.25
2014 2,128 741 1,387 - 109 12.72

Source: City fiscal year 2d1CAFR
(@) CFC operating expenses 010 and 2011 were included in the debt service coverage for the General Airport Revenue
Bonds in the amount &703,000 and $852,000 respectively.
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$15,145,000
CITY OF PENSACOLA, FLORIDA
AIRPORT REFUNDING REVENUE BONDS, SERIES 2005A (NorAMT)

Dated: July 29, 2005

PURPOSE:

The Series 2005A Bonds were issued to provide
funds for the primary purpose of financing the cost of
refunding $13,655,000 in remaining outstanding
principal amountof the Cityds $14,645,000 original
principal amount of Airport Revenue Bonds, Series
1997A.

SECURITY:

The Series 2005A Bonds are secured by the pledge of

Net Airport Revenues, moneys established under the
Bond Resolution (except Capital and Rebate Fund
and net proceeds of insurance on Airport Facilities
(collectively, the fiPledged Fundso). In addition, the

City has established Bebt ServiceReserve Fund
(the fiReserve Fundo) for payment of the Series
2005A Bonds the Series 2008 Bonds and the 2010
Airport Note when other funds are insufficient
therefor.

AGENTS:

Registrar - The Bank of New York, Jacksonville,
Florida

Paying Agent - The Bank of
Jacksonville, Florida

Bond Counsel - Miller, Canfield, Paddock, and
Stone, P.L.C., Pensacola, Flaid

New York,
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Public Finance Guarantee
to MBIA

Insurance - National
Corporation (NPFGC) as successor
Insurance Corporation

ISSUED AS:

$15,145,000 Serial Bonds due 10/1/27
RATINGS:

Moodyds T Baaloutlook stablgunderlying)

Standard & Poords T
(underlying)

Fitch T BBB outlook stabl€underlying)
CALL PROVISIONS:
Optional Redemption

Series 2005A Bonds maturing on October 1, 2016
and thereafter are subject to redemption prior to their
respective stated dates of maturity.

BBB outlook negative

Redemption Dates Redemption Price
Oct. 1, 2016 and thereafter 100%
OUTSTANDING PARITY BONDS:

The lien upon the Pledged Funds is on parity with the
Series 2008onds the 2010 Airport Note and 2012
Airport Note




$15,145,000

CITY OF PENSACOLA, FLORIDA
AIRPORT REFUNDING REVENUE BONDS, SERIES 2005A (NorAMT)

SUMMARY OF DEBT SERVICE REQUIREMENTS

FISCAL INTEREST
YEAR RATE % PRINCIPAL INTEREST TOTAL
2015 3750 % 125,000 $ 592,076 $ 717,076
2016 3.650 855,000 574,129 1,429,129
2017 4.000 885,000 540,825 1,425,825
2018 4.000 915,000 504,825 1,419,825
2019 4.000 955,000 467,425 1,422,425
2020 4.000 1,000,000 428,325 1,428,325
2021 4.125 1,030,000 387,081 1,417,081
2022 4.125 1,075,000 343,666 1,418,666
2023 4.250 1,120,000 297,694 1,417,694
2024 4.250 1,170,000 249,031 1,419,031
2025 4.250 1,220,000 198,244 1,418,244
2026 4.250 1,270,000 145,331 1,415,331
2027 4.375 1,325,000 89,359 1,414,359
2028 4.375 1,380,000 30,188 1,410,188
Totals $ 14,325,000 $ 4,848,199 $ 19,173,199

71



$35,780,000
CITY OF PENSACOLA, FLORIDA
AIRPORT REVENUE BONDS, SERIES 2008 (AMT)

Dated: August 14, 2008

PURPOSE:

The Bonds were issued tprovide funds for the
primary purpose of (i) financing a portion of the
Airportés 2008 Project described in the authorizing
resolutionas including a terminal expansion project,
an aircraft apron expansion project, the construction
of a 550 stall automdle parking lot, and the
preparation of plans and specifications for the airport
parking structureds expansion; (ii) retiring the
outstanding Airport Improvement Revenue Bonds,
Series 2006A and Airport Improvement Revenue
Bond, Subordinate Series 2006B;dafiii) funding

the reserve requirement.

SECURITY:

The Series 2008 Bonds are securedthmyPledged
Funds(as more fully described above with respect to
the Series 2005A Bonds) Under theresolution
authorizing obligations secured by the Pledged Funds
(the fiBond Resolutiod), PFC Revenues do not
constitute Airport Revenues and the City is not
required to deposit any particular amount of PFCs in
any year into the Bond Fund. Pursuant to the
resolution authorizing the Series 2008 Bonds, PFC
Revenues which ardeposited into the Bond Fund
constitute Pledged Funds and shall be irrevocably
committed to the payment of the Debt Service
Requirement on those Series 2008 Bonds eligible to
be paid from the PFC Revenues. Approximately
81% of the Series 2008 Bonds agealified for
funding by PFC Revenues. Portions of the Annual
Debt Service Requirement on the Series 2008 Bonds
that are not paid with PFC Revenues will be paid
with Net Airport Revenueslin addition, the City has
established a Reserve Fund for paymdnhe Series
2005A Bonds, the Series 2008 Bonds and the 2010
Airport Note when other funds are insufficient
therefor.

AGENTS:

Registrar T TD Bank,
Jacksonville, Florida

National Association,

Paying Agent T TD Bank, National Association,
Jacksonville, Floda

Bond CounselT Lott & Associates, P.L., Pensacola,
Florida

ISSUED AS:
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$5,800,00 Serial Bonds due 10/01/2009 through
10/01/2018, $10,670,000 Term Bond due 10/01/2028
and $19,310,000 Term Bond due 10/01/38.

RATINGS:
Moodybs T Baaloutlook stable
Standard & Poords T BBB outlook negative
Fitch T BBB outlook stable
CALL PROVISIONS:
Mandatory Redemption
Term Bonds Due October 1, 2028

Year Amount
2019 $810,000
2020 860,000
2021 910,000
2022 965,000
2023 1,020,000
2024 1,080,000
2025 1,150,000
2026 1,220,000
2027 1,290,000
2028 (maturity) 1,365,000

Term Bonds Due October 1, 2038

Year Amount

2029 $1,445,000
2030 1,540,000
2031 1,635,000
2032 1,735,000
2033 1,845,000
2034 1,960,000
2035 2,085,000
2036 2,215,000
2037 2,355,000
2038 (maturity 2,495,000

Optional Redemption

Series 2008 Bonds maturing on October 1, 2019, and
thereafter are subject to redemption prior to their
respective stated dates of maturity.

Redemption Dates Redemption Price
Oct. 1, 2019 and thereafter 100%
OUTSTANDING PARITY BONDS:

Thelien upon the Pledged Funds is on parity with the
Series 2005A Bondghe 2010 Airport Note andthe
2012 Airport Note




$35,780,000
CITY OF PENSACOLA, FLORIDA
AIRPORT REVENUE BONDS, SERIES 2008 (AMT)

SUMMARY OF DEBT SERVICE REQUIREMENTS

FISCAL INTEREST

YEAR RATE % (a) GARB (2008A) PFC (2008B) TOTALS
Principal Interest Principal Interest P&l

2015 5.00 $ 120,000 $ 384,025 $ 510,000 $ 1,626,863 $ 2,640,888
2016 5.00/5.25 125,000 377,900 535,000 1,600,738 2,638,638
2017 5.25/5.00 135,000 371,231 560,000 1,572,663 2,638,894
2018 5.00/5.50 140,000 364,188 590,000 1,543,213 2,637,400
2019 5.50/6.00 145,000 356,700 620,000 1,511,413 2,633,113
2020 6.00 155,000 348,063 655,000 1,474,713 2,632,775
2021 6.00 165,000 338,463 695,000 1,434,213 2,632,675
2022 6.00 175,000 328,263 735,000 1,391,313 2,629,575
2023 6.00 185,000 317,463 780,000 1,345,863 2,628,325
2024 6.00 195,000 306,063 825,000 1,297,713 2,623,775
2025 6.00 205,000 294,063 875,000 1,246,713 2,620,775
2026 6.00 220,000 281,313 930,000 1,192,563 2,623,875
2027 6.00 235,000 267,663 985,000 1,135,113 2,622,775
2028 6.00 245,000 253,263 1,045,000 1,074,213 2,617,475
2029 6.00/6.25 260,000 238,113 1,105,000 1,009,713 2,612,825
2030 6.25 275,000 221,719 1,170,000 940,000 2,606,719
2031 6.25 295,000 203,906 1,245,000 864,531 2,608,438
2032 6.25 310,000 185,000 1,325,000 784,219 2,604,219
2033 6.25 330,000 165,000 1,405,000 698,906 2,598,906
2034 6.25 350,000 143,750 1,495,000 608,281 2,597,031
2035 6.25 375,000 121,094 1,585,000 512,031 2,593,125
2036 6.25 400,000 96,875 1,685,000 409,844 2,591,719
2037 6.25 425,000 71,094 1,790,000 301,250 2,587,344
2038 6.25 450,000 43,750 1,905,000 185,781 2,584,531
2039 6.25 475,000 14,844 2,020,000 63,125 2,572,969
Totals $ 6,390,000 $ 6,093,800 $ 27,070,000 $ 25,824,981 $ 65,378,781

(a) Interest is due serannually; principal is due annually on October 1.
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$11,800,000
AIRPORT TAXABLE CUSTOMER FACILITY CHARGES
REVENUE NOTE

Dated: June 27, 2012 (as modified)

PURPOSE:

The Airport TaxableCFC Note wasissued to provide
funds for the primary purpose of constructing and
equipping a rental car service center to serve the
Airport.

SECURITY:

The Airport TaxableCFC Note is secured by the
pledge of certain Service Site Area Customer Facility
Charges, the 3ece Site Area Ground Rent and the
Facilities Rent each levied pursuant to a Rental Car
Charge Ordinance of the City and certain amounts in
or required to be transferred to the Rental Car
Account and a Subordinate Securities Fund of Net
Airport Revenues nder the Bond Resolution, all as
described in a Loan Agreement between the Bank
and the City dated as of February 4, 2008, as
modified on June 27, 2012 (the fiLoan Agreemento).

AGENTS:
Holder T Bank of America, N.A

Bond Counsel T Original
Associates, P.L.Modified Notes:
LLP

Issuance: Lott &
McGuireWoods
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ISSUED AS:

$19,000,000 Note as originally issued was subject to
mandatory payment on February 1, 2011, or any third
anniversary thereafter if extended by the Bank. As of
June 27, 2012, the Airport TaxabCFC Note was
modified to $11,800,000 and extended to December
31, 2015.

RATINGS:

None

CALL PROVISIONS:
Optional Redemption

The Airport TaxableCFC Note may be prepaid in
whole or in part on any date with 3 days prior written
notice to the Bank.

OUTSTANDING PARITY BONDS:
None.



$11,800,000
AIRPORT TAXABLE CUSTOMER FACILITY CHARGES
REVENUE NOTE

SUMMARY OF DEBT SERVICE REQUIREMENTS

On June 27, 2012, the Airport Taxable Note issued in 2008 and modified on September 23,
2010 was cancelled and a new rified note (the iNew Modified Noted) was re-issued by the City.
Simultaneously with the issuance of the New Modified Note, the City paid to Bank of America, the
holder of the Airport Taxable Note, the amount of $3,000,00@her reducing the outstanding
principal amount of the Modified Note to $11,800,000. The New Modified Note matures on
December 31, 2015, and continues to bear a variable interest rate equal to the 30 Day LIBOR plus
0.75% per annum with interest payments due monthly.
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$12,310,000
CITY OF PENSACOLA, FLORIDA
AIRPORT REVENUE NOTE, SERIES 2010 (AMT)

Dated: September 29, 2010

PURPOSE:

The 2010 Airport Note was issued for the purpose of
refunding the Airport Revenue Bonds, Series 1997B
(AMT) and Airport Revenue Refunding Bonds,
Series1998A (AMT).

SECURITY:

The 20D Airport Note is secured byhe Pledged
Funds (as more fully described above with respect to
the Series 2005A Bonds).In addition, the City has
established a Reserve Fund for payment of the
outstanding Series 2005A Bondthe Series 2008
Bonds and the 2010 Airport Note when other funds
are insufficient therefor.

AGENTS:
Holder T Compass Mortgage Corporation

Interest on the Note is 98 basis points plus 65% of
30-day LIBOR index, with a floor of 1.63%.

Swap ProviderT BBVA Compass Bank
Swap provides a synthetiixed rate of 2.3%.
Bond Counsel: McGuireWoods LLP
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ISSUED AS:

$12,310,000 Note due 10/1/2018, with principal
installments.

RATINGS:
None.
PREPAYMENT PENALTY:

A three percent (3.0%) prepayment penalty will be
assased if the 2010 Airport Note is prepaid in the
first three years; a two percent (2.0%) prepayment
penalty in year four; a one percent (1.0%)
prepayment penalty in yedive, and a zero percent
(0%) thereatfter.

OUTSTANDING PARITY BONDS:

The lien upon th&ledged Funds is on parity with the
Series 2005Aonds the Series 2008ondsandthe
2012 Airport Note



$12,310,000

CITY OF PENSACOLA, FLORIDA

AIRPORT REVENUE NOTE, SERIES 2010 (AMT)

SUMMARY OF DEBT SERVICE REQUIREMENTS

Fiscal Coupon Principal Interest Total

Year Rate Payment Payment P&l

2015 2.390% 1,900,000.00 $ 141,249.00 2,041,249.00

2016 2.390% 1,200,000.00 104,204.00 1,304,204.00

2017 2.390% 1,225,000.00 75,225.26 1,300,225.26

2018 2.390% 1,250,000.00 45,649.02 1,295,649.02

2019 2.390% 1,285,000.00 15,355.76 1,300,355.76
$ 6,860,000.00 $ 381,683.04 7,241,683.04
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$6,300,000
CITY OF PENSACOLA, FLORIDA
AIRPORT REVENUE NOTE, SERIES 2012

Dated: September 28, 2012

PURPOSE:

The 2012Airport Note was issued to provide funds
for the primary purpose of financing the 2012 Project
describedin the authorizing resotion as including
the acquisition, construction and rehabilitation of
capital improvements to the Airport Facilities more
particularly the Airport Parking Facilities and (ii) to
pay certain costs of issuance of the 204iPport
Note.

SECURITY:

The 2012 Aiport Note is secured bthe Pledged
Funds (as more fully described above with respect to
the Series 2005A Bonds)The 2012 Airport Note
does not share in the Reserve Fund established by the
City for the Series 2005A Bonds, the Series 2008
Bonds and the@LO Airport Note.

AGENTS:

Holder T Coastal Bank and Trust, a division of
Synovus Bank

Bond CounselT McGuireWoods LLP, Jacksonville,
Florida

ISSUED AS:

$6,300,000 Note due October 1, 2027, with principal
installments commencing on October 1, 2018.

The 2012Note has &ixed Rate Period commencing
on the Dated Date of the 2012 Airport Note but
not including October 1, 2017, payable each April 1
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and October 1 of each yearommencing April 1,
2013 and a Variable Rate FRriod commencing
October1, 2017, toand including October 1, 2027
(the Maturity Date) payable on the first dagf each
calendamonthcommencing November 1, 2017, and
ending on but not including the first day of the next
month The fixed interest rate is 0%, as may be
adjusted in accoahce with the terms of the 2012
Airport Note,and the variable interest rate is eqal
the sum of the Treasury Swap Rés defined in the
2012 Airport Note)plus one hundred and fifty basis
points per annum (1.50%), computed on the principal
amount oudtanding as of such dates may be
adjusted in accordance with the terms of the 2012
Note, all as more fully described in the 2012 Airport
Note.

RATINGS:

None

CALL PROVISIONS:
Optional Redemption

The Note may be prepaid in whole or in part on any
date ata price equal to the principal amount prepaid
plus accrued interest to the date of the prepayment.

OUTSTANDING PARITY BONDS:

The lien upon the Pledged Funds is on parity with the
Series 2005ABonds the Series 2008onds andhe
2010 Airport Note



$6,300,000
CITY OF PENSACOLA, FLORIDA
AIRPORT REVENUE NOTE, SERIES 2012

SUMMARY OF DEBT SERVICE REQUIREMENTS

FISCAL INTEREST

YEAR RATE % PRINCIPAL INTEREST TOTAL
2015 2500 ¢ - $ 157,500 $ 157,500
2016 2.500 - 157,500 157,500
2017 2.500 - 157,500 157,500
2018 4.450 - 335,737 335,737
2019 4.450 540,000 258,323 798,323
2020 4.450 555,000 233,681 788,681
2021 4.450 575,000 208,167 783,167
2022 4.450 595,000 181,764 776,764
2023 4.450 615,000 154,471 769,471
2024 4.450 640,000 126,083 766,083
2025 4.450 660,000 96,787 756,787
2026 4.450 685,000 66,398 751,398
2027 4.450 705,000 35,099 740,099
2028 4.450 730,000 2,707 732,707
Totals $ 6,300,000 $ 2,171,717 $ 8,471,717

The 4.450%nterest rate commencing October 1, 2017 is the estimatgable rate as of
the date of issuance tife 2012 Airport Note
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APPENDIX A

DEBT INCURRENCE AND ADMINISTRATION POLICY T Adopted by Council Action
February 22, 1996Amended August 11, 2005Amended by Resolutio21-10 August 21, 2010
effective Noon, January 10, 2011

The following policy of the City Council covers the incurrence and administration of debt
(both short and long term) by the City. It is intended to apply to all situations, except for
those normal transactions with vendors, suppliers and service providers (dgsential
transactions covered by the City's Purchasing Policies) that result in the City incurring debt.
It serves as a guide under which new debt may be incurred and existing debt refinanced or
repaid. As a part of this policy statement the City Council resetive right to provide
exceptions and waivers when unexpected circumstances justify such exception or waiver.

In approving this policy statement, the City Council acknowledges the importance of debt as
a tool in financing needed capital. Judicious usalelft provides an equitable financing
method. Projects with long lives (parks, roads, etc.) provide benefits each year to the same
citizens who are responsible for providing the funds to meet the debt service requirement on
the bonds that financed the angl construction/acquisition. Debt is the one financing
method that provides that matching of benefit with payment.

A Long-term debt should be used to meet capital needs when such needs cannot be
financed from current revenues. Further, it should oelyfed when adequate funds are
likely to be available to meet future debt service requirements.

A The City will not use long-term debt to finance current operations.

A On all debt issuances the City Council will be informed of the nature of the financing

and the proposed structure of the financing team. In the instance of a negotiated sale or
private placement, City Council will also be informed of the underwriter(s) to be selected
and the reasons for the selection.

A Repayment of long-term debt shoul occur within a time period that does not exceed the
estimated useful live (lives) of the project(s) financed. (For multiple acquisition long
term debt, acquisition lives should be measured against principal retirements during the
early years.)

A The average life of any longerm debt issuance will not initially exceed 20 years.

A The ratio of general government debt service expenditures to general government total
expenditures should not exceed 15 percent (as measured by either the most recent
comprénensive annual financial report or the adopted current year budget) except when a
proposed borrowing is necessitated to finance reconstruction following emergencies
(such as a hurricane or other natural disaster).

A Except for Pensacola Regional Airport whose coverage requirements are established by
contracts with the airlines, lortgrm debt of City enterprises should be maintained at
minimum coverageof 130 percent.
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A The City will meet full disclosure requirements/needs on all debt issuances. In order to
meet our commitment to full disclosure the following will be implemented:

o The City will annually produce and distribute to interested parties, a "Report to
Bondholders", updating information on the City's finances and debt.

o The Mayor will establis procedures dealing with requests for information about
the City's finances and/or debt. The policy should designate a single source for
response. Further, information provided as a result of a request, also when
appropriate, be provided to the markenhdfiy, the procedures should provide that
whenever a material event occurs, timely notification to the market will be
provided.

A The City will maintain good communications with rating agencies and bond insurance
companies.

A The City will take advantage of the technical expertise and professionalism of its
financing team (financial advisor, bond counsel and disclosure counsel) on all debt
issuances.

A Prior to issuing long-term debt, the City shall consider the alternatives of competitive
bids, negaated sales or private placements giving consideration to the following criteria:

o Is the issue viewed by the market as carrying complex or innovative features
and/or requiring explanation as to the bonds' soundness?

0 Are interest rates stable, is markktmand strong, and/or is the market able to
absorb a reasonable amount of buying or selling without substantial price
changes?

o Does the issue have a nenhanced credit rating of an A or greater or can a credit
enhancement be obtained prior to the sale?

o Is the debt structure backed by the City's full faith and credit or a strong, known
or historically performing revenue stream?
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A The following requirements must be met by any applicant for conduit financing:

0 The applicant should submit auditeddncial statements for its three most recent
years.

o The applicant must pay a fee of not less than $1,000 to cover the administrative
cost of processing the application. In addition, the applicant must pay for a
financial review by the City's financial @dor. Applicant must also pay
reasonable fees for legal reviews by or for the City.

o The applicant must agree to include in the bond resolution, provisions that insure
adequate disclosure relating to the issuance and all post issuance disclosures (see
disclosure requirements outlined above).

A Refunding or advance refunding of outstanding debt can be a valuable tool in reducing
annual borrowing costs. Such refundings can be undertaken within the following
parameters:

o The final maturity is not later &n that of the refunded issue.

o The refunding results in present value savings of at least 3 percent. (Present value
savings may be used to reduce debt service or fund capital projects.)

o The refunding itself does not result in net new debt service. ¢deny a
refunding may be combined with issuance of new debt for capital projects.)

The following definitions apply to this policy:
Advance Refunding When the issue to be refunded cannot presently be retired. Refunding

bond proceeds are placed inresc and the proceeds plus earnings are used to meet debt
service on the refunded issue until it can be retired.

Average Life- The point when half of the original principal has been retired as opposed to
the final maturity which is the point at which tte¢al original principal has been retired.

Capital- Includes projects, improvements or equipment (individually or related) with a cost
in excess of $50,000 and an estimated useful life of at least 5 years.

Coverage Net profit plus interest and naras charges against net profit divided by average
annual debt service.

Conduit Financings Financings issued in the name of the City for which a third party
accepts responsibility for payment (for example: industrial revenue bonds, hospital authority
bondk).

Current Operations Includes regular, recurring expenditures for "personal services" and
"operating expenses".
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Debt - Includes any form of borrowing monies. Bonds, contracts, letters, notes, or lines of
credit, etc. are forms of debt. For purposgthis policy, debt does not include normal day
to-day transactions with vendors, suppliers or service providers that result in accounts
payable. Debt has two time frames: sherin which is payable in full within one year of
incurrence and lontgermwhich has a final maturity beyond one year.

Debt Service The annual principal and interest payments and service charges required to
repay debt.

Market - Includes the Municipal Securities Rulemaking Board and the Nationally
Recognized Municipal Secues Information Repositories, as appropriate.

Material Event- An occurrence that when material requires notice to investors. The
Securities and Exchange Commission has determined that the following, among others, are
such events.

a. Principal and interepayment delinquencies

b. Nonpayment related defaults

c. Unscheduled draws on reserves

d. Unscheduled draws on credit enhancements

e. Substitution of credit or liquidity providers, or their failure to perform
f. Adverse tax opinions or events affecfithe tax exempt status of the  security
g. Modifications to rights of security holders

h. Bond Calls

i. Defeasances

j- Matters affecting collateral

k. Rating changes
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APPENDIX B

INVESTMENT POLICY - Adoptedby Council Action and Resolign September 26, 2002;
Amended by Resolutiok1-10 August 21, 2010 effective Noon, January 10, 2011

Resolution 3802, adopted under the authority of Sections 166.261 and 218.415, Florida
Statutes, sets forth the policy of the GifyPensacolavith regad to the investment of funds

in excess of those required to meet stemn expenditures. The Mayor shall be responsible
for implementing this policy, subject to the provisions of Sectidrll(c) of the Code of the

City of Pensacola No person may erage in any investment transaction with City funds or
funds held in a trust relationship by or for the City, except as authorized by the Director of
Finance or authorized designee. Provided, however, this policy shall not apply to pension
funds, trust fundsor funds related to the issuance of debt.

Authority

The responsibility for administering the investment program of the City resides with the
Director of Finance. The Director of Finance has the responsibility to insure the proper
management, internabntrols, safekeeping and recording of all investment assets held or
controlled by the City. No person may engage in any investment transaction with City funds
or funds held in a trust relationship by or for the City, except as authorized by the Difector o
Finance or authorized designee.

Scope

This policy sets forth guidelines with regard to the investment of funds in excess of those
required to meet shetérm obligations and does not apply to pension funds, trust funds or
funds related to the issuanckdebt. All financial assets held or controlled by the City, not
otherwise classified as restricted assets requiring separate investing, shall be identified as
figeneral operating fundso of the City for the purpose of this policy, and shall be invested

using the guidelines as herein set forth. This Policy is promulgated pursuant to and
consistent with the provisions of Section 218.415, Florida Statues, and City Ordinance No.
48-98.

Although restricted assets such as pension funds, certainrélated tinds and trust funds

are not required to be covered by this Policy, such funds may be invested under this Policy,
when deemed to be in the Cityds best interest to do so, and when permitted by governing

policies or documents.

Objectives

Safety of capitalis regarded as the foremost objective of the investment program.
Investments of the City shall be undertaken in a manner that seeks to ensure the preservation
of capital in the overall portfolio. Each investment transaction shall be entered into with
ewvery effort to prevent capital losses, whether they are from securities defaults, theft, or the
impact of adverse market conditions. The Cityds investment strategy will provide sufficient

liquidity to meet operating, payroll and capital requirements. stments shall be made to
maximize income on surplus funds but only after the objectives of security and liquidity have
been met.
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Ethical Standards

The standard of prudence to be used by the @ityensacolas that of the Prudent Person
Rule, which stees that: filnvestments should be made with judgment and care, under
circumstances then prevailing, which persons of prudence, discretion, and intelligence
exercise in the management of their own affairs, not for speculation, but for investment,
consideringthe probable safety of their capital as well as the probable income to be derived
from the investment.0 The Director of Finance and authorized designee, acting in
accordance with established policies and procedures and exercising due diligence, shall be
relieved of personal responsibility for an individual securityds credit risk or market price
changes, provided deviations from expectations are reported in a timely fashion and
appropriate action is taken to minimize adverse developments. The Prudemt Rals

shall be applied in the context of managing all assets invested under this Policy.

Employees of the City who are involved in the investment process shall refrain from personal
business activity that could conflict with State Statutes, City Ordemrproper management

of the Citybs investment program, or which could impair their ability to make impartial
investment decisions.

Continuing Education

The Director of Finance and appropriate staff shall annually compigte (8) hours of
continuing educationin subjects or courses of study related to investment practices and
products.

Performance Measurement

The City of Pensacolaseeks to optimize return on investments within the constraints of
safety and liquidity. The investment portfolio shallebdesigned with the annual objective of
exceeding by 50 basis points the weighted average return earned on investments held by the
State Board of Administration Investment PoolThe State Board of Administration
Investment Pool is the most appropriate dienark given the imposed limits in maturities.

(See fiPortfolio Compositiono for maturity limits).

Authorized Investments

The following is a list of authorized investments as provided by Section 218.415(16), Florida
Statutes:

(@) TheLocal GovernmenSurplus Funds Trust Funat any intergovernmental
investment pool authorized pursuant to the Florida Interlocal Cooperation Act
as provided in Section 163.01, Florida Statutes.

(b) Securities and Exchange Commission registered money marketvithdbe
highest credit quality rating from a nationally recognized rating agency.

(© Interestbearing time depositsor savings accountdn qualified public
depositoriess defined in Section 280.02, Florida Statutes.

(d) Direct obligations of the United Statéseasury
(e) Federal agencieand instrumentalities.
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)] Securities of, or other interests in, amyerend or closeégtnd management
type investment company or investment tmegjistered under the Investment
Company Act of 1940, 15 U.S.C. ss. 8D&tseq., as amended from time to
time, provided that the portfolio of such investment company or investment
trust is limited to obligations of the United States Government or any agency
of instrumentality thereof and to repurchase agreements fully collatatdly
such United States Government obligations, and provided that such
investment company or investment trust takes delivery of such collateral
either directly or through an authorized custodian.

()  Other investments authorized by law or by ordinafme a county or a
municipality.

Additional investments types permitted by the Cafy Pensacolaare granted authority
through a separate ordinance approved by the Pensacola City Council. Investments not listed
in this Policy or that have not been given semaagiproval by City Council are prohibited.

Bid Requirements

The City of Pensacolawill attempt to make investments with local banks that have been
approved by the State Treasurer to act as qualified public depositories (QPDs) as governed
by Chapter 280, IBrida Statutes, and Rule 4%; Florida Administrative Code. In the case
where interest rates of the local banks are not competitive, invesbaeking firms with

national repute can be selected at the Directorfs discretion.

The City of Pensacolavill engage in a competitive bid selection withmenimum of three
bids solicited The bid deemed to best meet the investment objectives will be selected.
These bids will be recorded and retained in the Financial Services Department.

Portfolio Composition

There areno limits set by this Policy as to the maximum amount that any particular
institution can hold. The institution will set its own limits by virtue of its ability to
collateralize the investments.

Certificates of deposit purchased under the @uitth of this Policy will be purchased only
from Qualified Public Depositories of the State of Florida identified by the State
Treasurer, in accordance with Chapter 280, Florida Statutes.

Repurchse agreements shall only be entered into with the Cityés primary depository, First
Union National Bankfcurrently Wells FargoBank, N.A.], which is also identified as a
qualified public depository.

Dollar limits for types of investmentsuch as, Treasurys, Agencies or Certificates of
Deposit, will bebased on market conditiorst the time of he investment or will be
government by the Director of Financeds discretion.

Average maturity of all surplus investments is not to exceed two years with the maximum
maturity of any investment not to exceed five years.
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Safekeeping And Custody

All securties purchased by the Cityds Director of Finance under this Policy, except
certificates of deposits, shall be properly designated as assets of thef apsacoland

shall be protected through a thipdrty agreement. The City shall enter into a formal
agreement with an institution of such size and expertise as is necessary to provide the
services needed to protect and secure the investment assets of theCEitificates of
deposit may be held in safekeeping at the issuing financial institationay be held in
physical custody by the Cityds Financial Services Department.

The Citybs Director of Finance shall establish appropriate safekeeping procedures so that,
whenever possible, all investments are custodied in accordance with Governmental
Accourting Standards Board Statement Number 3, Category (1), which specifies that all
securities are insured or registered, or held by the City or its agent, in the Cityds name.
Repurchase Agreements are disclosed as Category (2) as uninsured and unregistered
investments for which the securities are held by the counter party, or by its trust department
or agent in the Citybs name.

Collateral

Collateral for public deposits is regulated by the State of Florida through, Chapter 280,
Florida Statutes. The City alh not be under any obligation to secure additional collateral
beyond the provisions set forth in Chapter 280, except in the case of Repurchase Agreements.
Collateral requirements for Repurchase Agreements are contained in the Master Repurchase
Agreement

Master Repurchase Agreement

The City has entered into only one Master Repurchase Agreement. First Union National
Bank][currentlyWells FargoBank, N.A.], the Citybs primary depository, holds the contract.

Overnight (fisweepo) Repurchase Agreements are collateralized by full faith or general faith
and credit obligations of the United States Government or United States Government Agency
securities.

€) Purchased only from the Cityds contracted banking service provider.

(b)  Securities used as collateralization for the overnight (sweep) Reserch
Agreement will be held for the benefit of the City with a third party, the
Federal Reserve Bank or the contracted bankds correspondent bank in an
amount not less than 100% of the overnight amount of the Repurchase
Agreement.

(© The Cityés primary depository must have on file an executed copy of the
Cityds Master Repurchase Agreement for overnight repos and an executed
Sweep Investment Service Agreement.

(d) Repurchase Agreements for the Cdly Pensacolawill exist only for the
purposes of an overnighdéweepo.
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At this time theSweep agreement is dorman©On August 1, 2001, the Financial Service
Department changed its venue for daily investment of surplus fBuglus funds are being
invested in a First Union product entitled APublic Funds Nowo. This is an interest bearing
account that mirrors the Sweep agreement. It calculates interest daily according to the agreed
upon interest rate, adheres to collateralization rules, but posts an aggregate interest earnings
amount at the end of the month insteaf daily recording. The change was instituted to
simplify the recording of interest on surplus funds that remain in the General Clearance
Account.

Internal Controls

The Director of Finance has established internal controls to prevent loss of fufrdsidyy
employee error, misrepresentation by third parties, or imprudent actions by employees of the
City. The internal controls are as follows:

€)) Investment transactions authority is limited to specific persons within the
Financial Services Department.

(b)  Allinvestment transactions require approval of the Director of Finance.

(c) Staff in the Financial Services Department reconciles the Cityds general
depository account on a monthly basis by comparing the Cityds general ledger
with the applicable &nk account statements. The reconciliation of the general
depository account would reveal any difference in investment transaction
recording and the actual movement of funds.

(d) Each month the designated staff person authorized to transact investments
shall prepare an Investment Schedule. The schedule is then reviewed and
reconciled to the general ledger by a person independent of the investment
functions.

(e)  Authority for wire transfers is restricted to specific individuals with specific
dollar limits within the Financial Services Department. All frepeat type
wire transfers require verification authorization by a second individual
specified in wire authority documents executed with the Cityds primary
depository.

() Transfer of all funds thragh a central account only.

(9) Each year the Cityds external auditors review existing internal controls as well
as investment transactions by examining data on a random basis.

The internal controls are designed to prevent losses of funds which mgghtram fraud,
employee error, and misrepresentation by third parties, or imprudent actions by employees.
As required by Section 218.415(13), Florida Statutes the internal controls shall be reviewed,
at least annually, by the Cityds external auditors, as part of the required financial audit.
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