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Overview of Presentation

1. Introduction to Bonds 3. Basic Bond Math
e Purpose for issuing e Present Value Calculations
e Funding Projects e Calculating Yield and Yield Curve
* Refinancing e PMT Calculations
* Key terms  True Interest Cost Calculations
2. Process of Issuing 4. Real Life Example:
* Types of Bonds Golden 1 Center, Sacramento

Key participants

Timing and Process
Structuring and Pricing Bonds
Credit Ratings

Costs of Issuing

Debt Policies & Considerations



 What is a Municipal Bond?
= A Promise of a Borrower (Issuer) to repay a Lender (Bondholder)
" |ssuer receives upfront cash payment and owes annual payments at a fixed interest rate
= Bondholder receives future repayment with interest

e Personal Example — Home Mortgage
" Homeowner gets upfront cash from Bank to buy home
" Bank gets homeowner’s promise to make payments with interest

Government Bond Issuers Corporate Bond Issuers




Purpose of Municipal Bonds

e Typically issued for
infrastructure (water, sewer,

(libraries, fire/police stations,
community centers,
stadiums, parks)

Source: City of San Dimas
Source: MTC.ca.gov

e Used as an alternative to
cash or bank loans

Source: OC Register

e Tax-exempt bonds cannot be wa=®
used to pay for operating =
expenses :

Source: Charles O’Rear




Ways to Fund Projects -

: : Federal and State
Bond Financing Grants or Loans

Cash (“Pay-As-You-

Go”)

e Small and recurring e Large capital e “Free” money with
capital projects expenditures strings attached

e Projects built slowly e Acquisition Projects e May require
over time e Future revenues oversight or

e Future Council from Project thorough review
flexibility available for debt e Application process

e Opportunity cost of service can be drawn-out
funds e Interest and and competitive

e Fasiest source of financing costs e Timing of funds can
money e Staff resources be uncertain

required for
financing



Basic Reasons for Issuing Bonds

* Project Funding

e Restructuring/Refinancing Existing
Debt

e Some bonds can be redeemed prior
to maturity (called)

e |f current market interest rates are
lower now than when the bond was
issued, it may make financial sense to
issue new bonds at the lower interest
rate to refund the outstanding bonds.

* Responsible practices dictate refunding
should result in minimum 3-5% present
value savings, barring extenuating
circumstances

e Working Capital or Cash Flow
Management (short-term notes)

Capital
Improvement
Projects

Tax
Revenue
Anticipation
Notes

Take
advantage of
lower interest
rates to lower
debt
repayments

New Money

(TRANS)

Infrastructure

Development Bond

Anticipation
Notes
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Short-term Notes

Simplify debt

structure (BAN)
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Tax Exempt Nature of Municipal Bonds

e Most municipal bonds are tax-exempt

 Bondholders do not pay State of Federal income tax on interest earnings from
municipal bond

e Investors are willing to purchase bond at lower interest rate

* |RS reprieve to help local governments fund projects and compete in the capital market
for investors against corporate bond issuers

e [ssuers are not allowed to earn “Arbitrage”

e General rule — Issuers can invest bond proceeds and earn yield no higher than weighted
average cost of funds on bond (known as Arbitrage Yield)

e All excess earnings must be “Rebated” to IRS — 100% tax

e Government gives up income tax revenues from bondholders on the interest
of the bond



Introductory Vocabulary

Issuer: Legal authority to
approve and issue Bond

Principal: Total amount
borrowed (also known as par
value)

Coupon: Nominal interest rate
charged on the Principal

Interest: Additional amount
paid on Principal (calculated
with Principal times Coupon)

Debt Service: Annual Principal
and Interest payments on the
Bond

Maturity: Date Principal is due

Interest
Payment

Principal

Repayment

Annual

Debt
Service




Bond Structures

* Bonds are secured by different revenue sources
e Some require voter approval

Bonds Repaid With Bonds Repaid From Special Revenue
Dedicated Taxes General Fund Fund Bonds

e General Obligation e Lease Revenue e Enterprise Revenue
(GO) (Local) (LRB) v Water/Sewer

e Sales Tax Revenue e Certificates of v Parking

e Special Tax Participation (COP) v Refuse

e Assessment e Pension Obligation v Airport

e Tax Allocation * GO (State level v Golf Course

(Redevelopment) only)



Voter Approval Required for Certain Types of Bonds n

* Once a municipality has decided to issue bonds, it may require voter approval to proceed

e Typically includes general obligation bonds or special tax type obligations

REQUIRED VOTER APPROVAL REQUIRED VOTER APPROVAL REQUIRED VOTER APPROVAL
FOR LOCAL AGENCIES FOR SCHOOL DISTRICT BONDS FOR STATE BONDS

50%
Approval

67%
Approval




Major Exceptions to Voter Approval Requirement

1. General Fund Lease Bonds
e Secured by lease payments for use of an asset

e Example: Financing Authority leases City Hall to City in exchange for “rent” payments which
equal debt service on Bonds

e Similar to equipment or vehicle lease

2. Special Revenue Funds
e Debt service comes from specific revenue source
e Utility rates may be subject to approval process (Prop 218)
 Example: Water, sewer, parking, refuse, airport, convention center and golf course

3. Obligation Imposed by Law
* Involuntary debt obligations, enacted by a court
e Example: Pension Obligation or Bankruptcy



Process of Issuing a Bonad

From Start to Finish



Financing Plan

Identify Project Needs and Cash Flow

* Timing of expenditures

Quantify Available Cash Resources to Apply towards
Project

Project Repayment Resources for ongoing Debt
Service

Develop Financial Model

e Sources of Project Funding (Bonds and/or Cash)
* Bond Debt Service
e Available Annual Revenues

Debt Service
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Debt Policy Considerations

e Essentiality of Project
e Reserve levels to be maintained
e Available cash to be applied towards Project

* Financing structure
e Limit financial exposure to critical services (general fund)

e Financial Assumptions
e Conservative revenue growth assumptions
e Drought impact on water revenues
e Credit rating implications and impact on market interest rates

e Continuing Disclosure Obligation



Assemble Financing Team

e |ssuer/Borrower: Public agency responsible for approval and repayment obligation

 Municipal Advisor: Project manager who develops and implements financing plan
on behalf of issuer

 Bond Counsel: legal representation regarding the tax-exempt status and legitimacy
of the Bonds

e Disclosure Counsel: legal representation to Issuer & Bondholders on disclosure of
credit - Official Statement (OS)

e Bond Underwriter: serves as a middle-man to aggregate bondholders to sell Issuer Bonds
* Makes an offer to the Issuer to purchase Bonds and resell to bondholders (individual, institutional)
e |f Bonds are not all pre-sold, underwriter “holds” the balance for future resale
e Trustee: Administrative duties related to protecting bondholders including
collecting payments from Issuer and disbursement to bondholders

* Rating Agency: 3" party credit review firm responsible for assigning rating based on
creditworthiness of Issuer and Bond structure (relied on by Bondholders)



The Underwriting Process

* The underwriter has a
unique role: they act as
the middle-man, buying
bonds wholesale from the Receives

issuer and selling them on | =helciiicey
the market O Underwriter

* Involved in pricing the
bond and determining
market-appropriate
Interest rates

e Solicits investor interest

Issues Bond

and

al Issuer

Mun

¢ Buys entire Bond
‘2 issue and

3 reoffers to

¢ investors

nderwriter

IWESIES

Receive periodic
interest and
principal
payments
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The Underwriting SELECTION Process

Competitive Sale

* Financing Structure
created with Issuer, Bond
Counsel and Municipal
Advisor

 Underwriter services bid
like construction project

e Typically, traditional Bond
structure or higher rated
credits

Negotiated Sale

e Underwriter selected early
to assist in creation of
Financing Structure

e Allows Underwriter to
better understand the

credit to improve sale of
bonds

e Typically used on weaker
rated credits



Bond Sources and Uses

e Sources

* Principal/Par Amount — Total obligation amount (face value
of Bond)

e Purchase Premium — Amount generated from bondholders
when Coupon is higher than market rate for similar maturity

* Uses
e Project Fund — Project requirement

 Capitalized Interest Fund — Proceeds used to make interest
payments while Project is being completed

* Debt Service Reserve Fund — Proceeds set aside in trust
account to protect bondholders and make debt service
|oayment if Issuer is unable to make payment. Typically the
esser of 3 tests

1. Maximum annual debt service
2. 10% of par value
3. 125% of average annual debt service

* Cost of Issuance: Financing costs for bond & disclosure
counsel, municipal advisor, rating agency, trustee, title or
property insurance, official statement distribution

. Undgrwriter’s Discount: Fee paid to underwriter to sell
Bonds

Bond Principal
Purchase Premium

Total Proceeds

Project Fund
Capitalized Interest
Debt Service Reserve
Costs of Issuance
Underwriter Discount

Total Proceeds

$10,000,000

$500,000
$10,500,000

$8,000,000
1,500,000
$800,000
$150,000

$50,000
$10,500,000



Serial and Term Bonds

* Bond issue will include multiple
maturities that can be either Serial or
Term Bonds

e Serial Bonds - Single bond with one
maturity

* Term Bonds - Single Bond with annual
redemption of identified portion of
Principal prior to final maturity

e Sinking Fund provision ensures that the

municipality pays off portions of the term
bond each year

 Bondholder does not know if their portion of
Term Bond will be paid on sinking date or at
final maturity (trustee uses lottery to
determine who is paid early)

* Bond amortization similar to mortgage
schedule with portion including interest
and principal

Serial

Serial

Serial

Serial

Serial

Serial

Serial

Term

6/30/2017
6/30/2018
6/30/2019
6/30/2020
6/30/2021
6/30/2022

6/30/2023

A/20/202A

Payment Date
6/30/2024
6/30/2025

500,000

550,000

s

s

S

$ 560,000
$ 575,000
$ 590,000
S

600,000

< 2 0NN NNN

1.50%

1.75%

1.80%

2.00%

2.25%

2.50%

2.75%

4 NN%

$ 150,000 S 150,000

S 168,966 S 668,966

S 167,586 S 717,586

$ 179,310 S 739,310

S 193,966 S 768,966

S 206,897 S 796,897

$ 218,103 S 818,103

< 202 448 $ 2,303,448

Principal Amount

6/30/2026 (maturity)

S
s
S

600,000
650,000

750,000

759 S 2,707,759



Determining Debt Service Schedule

e Structure the debt service according to the unique needs and situation of Project

Amortization refers to payment of Principal and the Interest due on the outstanding Principal
balance each year

Level Debt service characterized by increasing Principal payments and decreasing Interest
payments over time

Current Interest Bonds pay semi-annual Interest throughout the life of the Bond
Capital Appreciation Bonds pay accrued Interest at maturity (Zero Coupon)

Part of the financing costs can be defrayed using investment earnings on bond proceeds (with

restrictions
) Level Debt Service Schedule

$450,000
$400,000

$350,000

$300,000
$250,000
$200,000
$150,000
$100,000
$50,000
S0
1 3 5 7 9 11 13 15 17 19 21 23 25 27 29

M Principal ™ Interest 20




$600,000.00

$500,000.00

$400,000.00

$300,000.00

$200,000.00

$100,000.00

Alternative Debt Structures

Level Principal Debt Schedule

$700,000
$600,000
$500,000
$400,000
$300,000
$200,000
$100,000

SO

1 3 5 7 9 11 13 15 17 19 21 23 25 27 29
Years
M Principal M Interest

Debt Structure with "Wrap Around" Solution

1 2 3 45 6 7 8 9 101112 13 14 1516 17 18 19 20 21 22 23 24 25 26 27 28 29 30
Years

B Pre-Existing Debt Structure ~ ® New Principal Payments M Interest
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Cred It Ratl ng AgenCIGS AAA Aaa AAA Highest Grade

AA+ Aal AA+
. . . AA Aa2 AA
. Thre_e Big Agencies are 3™ party assessors of credit AA- Aa3 AA-
quality At Al A+ Upper Mid Grade
e Standard & Poor’s A A2 A
e Moody’s Investors Service A- A3 A-
* Fitch Ratings BBB+ Baal BBB+ Lower Mid Grade
e Credit rating reflects likelihood that the Issuer will REE B2 BBB
repay Bond BBB- Baa3 BBB-
* Rating reflects the security of the bond and the ability of BB+ Bal BB+ Non-Investment Grade
the issuer to make debt service payments BB Ba2 BB
* Higher rated Bonds are considered safer and will have BB- Ba3 BB-
lower required interest rates B+ B1 B+ Highly Speculative
* “AAA” rated agencies like Beverly Hills can issue Bonds at B B2 B
lower rates than “A” rated agencies B 83 5.
* Municipalities may issue non-rated bonds as an ccc+  Caal  CCCH
alternative to paying for a credit rating ccc Caa2 cce
* Investor require higher interest rate CCC- Caa3 CCC-
* If the issue is small or if the municipality expects a sub- CC Ca CC+
BBB rating, a non-rated bond may be the financially wiser C cC In Default
option —



Credit Ratings and Yields

e Currently, required yield on a “A” rated GO bond with
30 years to maturity is about 0.55% higher than the
required Yield on a “AAA” rated GO bond with the
same maturity

e Compensate investors for the higher risk of purchasin$ a
EIOP ?N)ith a lower credit rating E.e. a higher chance o
efault

* An issuer that pays for bond insurance and effectively
increases their rating from an “A” rating to an “AA” rating
can save up to 0.25% on interest payments

* From a historical perspective, required yields on GO
bonds are lower than they have been in the past 30
years

* Implication is that refinancing done now will save money
for the municipality in the long run (i.e. amount saved is
equivalent to the difference in yields multiplied by time)

6.50
5.50
4.50

(%)

i)
o 3.50
>
2.50
1.50

0.50

Sources: MMD

1

1

3

3

How Credit Rating Affects Yields

5

7

9 11 13 15 17 19 21 23 25 27 29

AAA GO Bond

(2016)

Years to Maturity

AA GO Bond A GO Bond

Historical Yields on AA GO Bonds

—

5

7

9 11 13 15 17 19 21 23 25 27 29

2016

Maturity

2006 w1986



Credit Enhancements

* Bond insurance companies can “credit wrap” an Issuer’s Bonds

e Guarantees the Bondholder/Investor additional protection in the event
Issuer cannot make the payment

e |ssuer pays a one-time premium to Bond Insurance Company for “insured
Rating”
e Rating agencies assign rating to Bond Insurance Company based on financial
reserves, credit exposure
* |ssuer Bond rating becomes rating of Bond Insurance Company

e Could change over time if financial position of Bond Insurance Company improves
or becomes weaker



$26,165,000 $23,710,000 $95,240,000

OAKDALE IRRIGATION DISTRICT ~ MADERA IRRIGATION DISTRICT MODESTO CALIF IRR DIST
WATER REVENUE REFUNDING ~ WWATER REVENUE REFUNDING  ELECTRIC SYSSTEM REFUNDING

D ete r m I n e I\/l a r k@t | n te re St R a te S BONDS, SERIES 2016 BONPSSSERIES 210 REVENEU BONDS, SERIES 2016

S&P: AA S&P: AA (AGM), A (UNDERLYING) S&P: A+, FITCH: A+

 Market rates based on Bond rating and Issuer v i

August 1 September 1 October 1

C re d it q u a | it i es 8/1/2023 @ PAR 9/1/2026 @ PAR 10/1/2026 @ PAR

. . i i WELLS FARGO SECURITIES CITIGROUP G:_’\CI)CBAL MARKETS CITIGROUP G:_’\CI)CBAL MARKETS
* Principal amount will also determine a/23/2016 /242016 o/8/2015

i Bl S el L B e L

O n O e r I nte re St MMD | Coupon| Yield |to MMD| MMD | Coupon| Yield [to MMD| MMD | Coupon| Yield |to MMD
° T | | d H H H | 1 1 I I H 0.460 3.000 0460 0.000 0600 3.000 0.630 0030 0.600 2.000 0.640 0.040
OO0 Small an N St I t u t Ional Inve Sto 'S Wi Ig nore 0.520 4.000 0560 0.040 0700 3.000 0.600 -0.100 0.700 5.000 0.730 0.030
d d 0.600 4.000 0.670 0.070 0770 4.000 0.710 -0.060 0.770 5.000 0.810 0.040
re ga rd I ess Of cre d It a t IN g 0.710 4.000 0.780 0.070 0.860 4.000 0.870 0010 0.860 5.000 0.900 0.040
0.840 2.000 0.940 0.100 0950 5.000 1.050 0.100 0.950 5.000 1.010 0.060
1.020 5.000 1.130 0110 1.080 5.000 1.280 0.200 1.080 5000 1.170 0.090

 Market transparency makes finding

1.220 5.000 1350 0.130 1.280 5.000 1.560 0.280 1.280 5.000 1.460 0.180

Compa rable bond issues easy (TM3 data base) 1310 5.000 1460 0150 1360 5000 1.670 0310 1360 5000 1570 0.210

1.400 5000 1550 0.150 1450 5000 1.780 0.330 1450 5.000 1.710 0.260

1.490 5000 1640 0.150 1.530 5.000 1.900 0.370 1.530 5.000 1.820 0.290

® S I B d C h t t 1570 5.000 1.720 0.150 1.610 5.000 1990 0.380 1.610 5.000 1.900 0.290
e C I a O n a ra C e r I S I CS 1.640 5000 1790 0.150 1.680 5.000 2.070 0.390 1.680 5.000 1.980 0.300

1.700 5.000 1.850 0.150 1.730 4.000 2.380 0.650 1.730 5.000 2.030 0.300

e 3reen Bonds — Special Class Of investors 1750 5000 1900 0150 1780 4.000 2.420 0.640 1780 5000 2.080 0.300

1.800 5000 1950 0.150 1.840 4.000 2450 0.610 1.840 5.000 2.130 0.290
1850 5.000 2000 0.150 1.890 4.000 2500 0.610 1.890 5.000 2.180 0.290

S Ba n k Qu a | ifi e d - S m a I I e r | SS u e rS p rOVi d e tra d itio n a | 1900 5.000 2.020 0.120 1940 3.000 3.000 1.060 1.940 5.000 2.210 0.270

banks with tax credits if invested in “Bank Qualified 1w ~™ ™ * 20 S om0 1o 20
Bonds” — typically under $10,000,000 in a single 200 1000 30 0%0 200 o 2o
year 2050 e e
2.060 2.100 2.100
2.070 2.110 2.110
2.080 2.120 2.120
2.090 2.130 2.130
2.100 2.140 2.140

2.110 2.150 2.150



Pricing the Bonds

e Reoffering Yield: Return to Bondholder after
adjusting Coupon for initial purchase
premium or discount

“Return on investment” from the perspective of
the investor.

As price increases, yield (return) decreases

Premium Bonds have a Coupon higher than the
current market rates; Purchase price above 100

* Premium bond prices typically less volatile but have
higher risk of being called later

Par Bonds have a Coupon rate that matches
current market rates; Purchase price 100

Discount Bonds have a Coupon lower than the
current market rates; Purchase price below 100

e Discount Bonds less likely to be called

12/1/2016
12/1/2016
12/1/2016
12/1/2016
12/1/2016
12/1/2016
12/1/2016
12/1/2016

12/1/2016

12/1/2021
12/1/2021
12/1/2021
12/1/2021
12/1/2021
12/1/2021
12/1/2021
12/1/2021

12/1/2021

5.00%

5.00%

5.00%

5.00%

5.00%

5.00%

5.00%

5.00%

5.00%

4.00%

4.25%

4.50%

4.75%

5.00%

5.25%

5.50%

5.75%

6.00%

104.452

103.316

102.195

101.090

100.000

98.925

97.865

96.819

95.788



Effect of Price on Bond Size

e |ssuing a premium Bond
can decrease need to issue
as many Bonds

* Increasing the coupon by
100 basis points (bps) or
1.00% has a big effect on
bond price.

* |n the example, both the
premium Bonds and the
discount Bonds raised the
same amount of money

Example

Issue SIO0MM in 30-yr bonds
Market Yield is 3.50%

1.

2.

Issue Premium Bonds at
4.50% price at $118.39. Need
to issue 8,500 bonds to reach
S10MM

Issue Par Bonds at 3.50%
results in a price of $100.
Need to issue 10,000 bonds to
reach SIOMM

Issuing Discount Bonds at
2.50% results in a price of
S81.61. Need to issue 12,250
bonds to reach SI0MM

As price
Increases

Size of the
issue
decreases



Calculating Purchase Premiums

e Purchase premium is a
function of the
difference between the
Underwriter’s purchase
price and the re-offer

price to the public. Underwriter|
: : R i
o |t depends on yiE|dS, Maturity [Par Amount| Coupon |Market Yield Pul::illzse ezrii:ng
bond maturity, and

coupon rates 12/1/2017 $100.00  5.00% 4.75% $99.00 $100.24 $1.24

e Total premium is an 12/1/2018  $100.00  5.13% 5.00% $99.00 $100.23 $1.23
aggregate of premiums 12/1/2019  $100.00  5.25% 5.13% $99.00 $100.34 $1.34
on individual issues. 12/1/2020 $100.00  5.25% 5.25% $99.00 $100.00 $1.00
12/1/2021  $100.00  5.25% 5.50% $99.00 $98.93 -$1.07

Total $4.74
Premium
28



The Official Statement

e Document created by Disclosure Counsel
e Securities document required to educate bondholders prior to purchasing Bond

e Preliminary Official Statement (POS) must include:
* |Issuer Profile and Legal Authority
* Tax-Exempt or Taxable Bond Status
* Principal Amount, Maturity Dates
e Redemption/Call Provisions
* Source of Repayment/Security for Bondholders
e Remedies of Delinquency
e |ssuer Credit and Community Demographics and Description
e Credit Enhancement/Bond insurance information (if applicable)
e Finance team players
e Continuing Disclosure requirements

e Final Official Statement (FOS)
e Will include final Principal Amounts and Interest Rates/Coupons



Continuing Disclosure Requirements

e Continuing Disclosure Certificate in the e Continuing Disclosure
Official Statement (OS) requires the issuer Certificate is legally
to binding

1. Post Financial Information and Operating
Data to MSRB’s EMMA system annually e SEC has heightened
* Generally due 9 months after end of public scrutiny of Continuing
agency'’s fiscal year Disclosure compliance

Provide notices of significant events e Failure t | d
Principal and interest payment delinquencies |eaE|1CL|Jt((e) t?]EC%?CI:DtZI |Sl?1ug

i e ot e cton sgaistan e
and/or underwriter

Substitution of credit/liquidity providers
Rating changes

Adverse tax opinions by IRS

Bond calls and tender offers
Defeasances

Bankruptcy, insolvency, receivership



Bond Covenants

Promise to repay principal and interest

Promise to take necessary action to ensure payment

Promise to maintain tax exempt status

* These promises commit the municipality to take action to preserve investor
interests

e Underscores the importance of maintaining documentation at the Issuer level

to assure that these covenants are being honored.
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Basic Bond Math

Price

Yield
TIC (Total Interest Cost)
Debt Service Payments



Basic Bond Math

 Municipal Finance Professionals typically use customized financial
software or complex Excel spreadsheets to make their calculations

e Excel functions provide a fairly accurate approximation
1. Bond Price
2. Yield to Maturity
3. Annual Debt Service Payments
4. True Interest Cost



Calculating Price on a Bond

e You can use the equation:
C C C [v]

Example:

Bond Price= — + — 4+ ..+ — + ;
(1+0) (1+i) (1+00"  (1+0)"

C=coupon payments, i=interest rate,
M=pa(¥ment at maturity, n=number of
periods

e Excel function:

=PRICE(delivery date, maturity date,
coupon, vield, value at maturity,
coupon payments per year, day
count basis)

Delivery Date: 12/1/2016
Maturity Date: 12/1/2026
Coupon (Interest Rate): 5.00%
Purchase Yield: 4.50%
Maturity Value: $100

Coupon Payments per Year: 1

Day Count Basis: 0 (0 = 360
days/year)

Price: |1 $103.96



Calculating Yield to Maturity

e Equation
Back-solves using bond price to
determine yield

Cashflow 1 . Cashflow 2 . Last Cashfow
(1+vyield)  (L+yield® (14 vield)

Bond Price =

e Excel Function

=YIELD(delivery date, maturity date, coupon,
price, value at maturity, coupon payments per
year, day count basis)

Example

Delivery Date: 12/1/2016
Maturity Date: 12/1/2026
Coupon (Interest Rate): 5.00%
Purchase Price: $110.00
Maturity Value: $100.00
Coupon Payments per Year: 1
Day Count Basis: 0 (0=360 days/yr)

T



>

Calculating Debt Service Payments

o |f publi]g agency needs to islfue Bonds
to pay for a police station, knowing .
the expected cost of the station, how Bond Issue Size: 525,000,000
can you approximate the yearly debt PV: $25,000,000

service? EV: $0.00
_ Coupon: 3.500%
* Excel Function Years to Maturity: 30

=PMT(Rate, Number of periods, Present A _
Value, Future Value, when payment When Payment Due: O (0= end of period)

due)
Approximate Yearly Debt Service:

$1,359,283



Calculating True Interest Cost

e Calculation of effective rate
representing the present value of
payments made on Bond to the NET
price from Bond

e All-inclusive borrowing rate on Bond

Excel function
=IRR(values, guess)

Values are a series of payments (cash
outflows must have negative number, cash
inflows are positive)

Guess gives Excel a place to start solving

Example

510,000,000 Bond with a 10 year
maturity. Knowing the Debt Service
Schedule, what is the TIC?

Note: Annual Debt Service
as negative cash flows

(money going out)

TIC: 13.727%

Annual Debt
Cash Flow .
Service
Date
Amount
12/1/2016| S 10,000,000
12/1/2017| S (1,050,000)
12/1/2018| S (1,050,000)
12/1/2019| S (1,050,000)
12/1/2020( S (1,050,000)
12/1/2021| S (1,150,000)
12/1/2022( S (1,150,000)
12/1/2023| S (1,150,000)
12/1/2024( S (1,250,000)
12/1/2025( S (1,250,000)
12/1/2026| S (2,250,000)




Debt Schedules

		Level Debt Service

				Principal
Outstanding		Principal Paid		Coupon		Interest		Debt Service

		1		10000000		44827.5878		0.03		300000		344827.5878

		2		9655172.4122		55172.415434		0.03		289655.172366		344827.5878

		3		9310344.8244		65517.243068		0.03		279310.344732		344827.5878

		4		8965517.2366		75862.070702		0.03		268965.517098		344827.5878

		5		8620689.6488		86206.898336		0.03		258620.689464		344827.5878

		6		8275862.061		96551.72597		0.03		248275.86183		344827.5878

		7		7931034.4732		106896.553604		0.03		237931.034196		344827.5878

		8		7586206.8854		117241.381238		0.03		227586.206562		344827.5878

		9		7241379.2976		127586.208872		0.03		217241.378928		344827.5878

		10		6896551.7098		137931.036506		0.03		206896.551294		344827.5878

		11		6551724.122		148275.86414		0.03		196551.72366		344827.5878

		12		6206896.5342		158620.691774		0.03		186206.896026		344827.5878

		13		5862068.9464		168965.519408		0.03		175862.068392		344827.5878

		14		5517241.3586		179310.347042		0.03		165517.240758		344827.5878

		15		5172413.7708		189655.174676		0.03		155172.413124		344827.5878

		16		4827586.183		200000.00231		0.03		144827.58549		344827.5878

		17		4482758.5952		210344.829944		0.03		134482.757856		344827.5878

		18		4137931.0074		220689.657578		0.03		124137.930222		344827.5878

		19		3793103.4196		231034.485212		0.03		113793.102588		344827.5878

		20		3448275.8318		241379.312846		0.03		103448.274954		344827.5878

		21		3103448.244		251724.14048		0.03		93103.4473200001		344827.5878

		22		2758620.6562		262068.968114		0.03		82758.6196860001		344827.5878

		23		2413793.0684		272413.795748		0.03		72413.7920520001		344827.5878

		24		2068965.4806		282758.623382		0.03		62068.9644180001		344827.5878

		25		1724137.8928		293103.451016		0.03		51724.1367840001		344827.5878

		26		1379310.305		303448.27865		0.03		41379.3091500001		344827.5878

		27		1034482.7172		313793.106284		0.03		31034.4815160001		344827.5878

		28		689655.129400003		324137.933918		0.03		20689.6538820001		344827.5878

		29		344827.541600003		334482.761552		0.03		10344.8262480001		344827.5878

		30		-0.0461999965		344827.589186		0.03		-0.00		344827.5878

		Level Principal

				Principal
Outstanding		Principal Paid		Coupon		Interest		Debt Service

		1		10000000		333333.33		0.03		300000		633333.33

		2		9666666.67		333333.33		0.03		290000.0001		623333.3301

		3		9333333.34		333333.33		0.03		280000.0002		613333.3302

		4		9000000.01		333333.33		0.03		270000.0003		603333.3303

		5		8666666.68		333333.33		0.03		260000.0004		593333.3304

		6		8333333.35		333333.33		0.03		250000.0005		583333.3305

		7		8000000.02		333333.33		0.03		240000.0006		573333.3306

		8		7666666.69		333333.33		0.03		230000.0007		563333.3307

		9		7333333.36		333333.33		0.03		220000.0008		553333.3308

		10		7000000.03		333333.33		0.03		210000.0009		543333.3309

		11		6666666.7		333333.33		0.03		200000.001		533333.331

		12		6333333.37		333333.33		0.03		190000.0011		523333.3311

		13		6000000.04		333333.33		0.03		180000.0012		513333.3312

		14		5666666.71		333333.33		0.03		170000.0013		503333.3313

		15		5333333.38		333333.33		0.03		160000.0014		493333.3314

		16		5000000.05		333333.33		0.03		150000.0015		483333.3315

		17		4666666.72		333333.33		0.03		140000.0016		473333.3316

		18		4333333.39		333333.33		0.03		130000.0017		463333.3317

		19		4000000.06		333333.33		0.03		120000.0018		453333.3318

		20		3666666.73		333333.33		0.03		110000.0019		443333.3319

		21		3333333.4		333333.33		0.03		100000.002		433333.332

		22		3000000.07		333333.33		0.03		90000.0021		423333.3321

		23		2666666.74		333333.33		0.03		80000.0021999999		413333.3322

		24		2333333.41		333333.33		0.03		70000.0022999999		403333.3323

		25		2000000.08		333333.33		0.03		60000.0023999999		393333.3324

		26		1666666.75		333333.33		0.03		50000.0024999999		383333.3325

		27		1333333.42		333333.33		0.03		40000.0025999999		373333.3326

		28		1000000.09		333333.33		0.03		30000.0026999999		363333.3327

		29		666666.759999998		333333.33		0.03		20000.0027999999		353333.3328

		30		333333.429999998		333333.33		0.03		10000.00		343333.3329

		31		0		333333.33		0.03		0.00		333333.333

		Wrap Option

				Principal
Outstanding		Principal Paid		Coupon		Interest		Debt Service		Pre-Existing Debt

		1		10000000		0		0.03		300000		600000		300000

		2		10000000		0		0.03		300000		600000		300000

		3		10000000		3333.33		0.03		300000		603333.33		300000

		4		9996666.67		6666.66		0.03		299900.0001		606566.6601		300000

		5		9990000.01		9999.99		0.03		299700.0003		609699.9903		300000

		6		9980000.02		13333.32		0.03		299400.0006		612733.3206		300000

		7		9966666.7		16666.65		0.03		299000.001		615666.651		300000

		8		9950000.05		19999.98		0.03		298500.0015		618499.9815		300000

		9		9930000.07		23333.31		0.03		297900.0021		621233.3121		300000

		10		9906666.76		26666.64		0.03		297200.0028		623866.6428		300000

		11		9880000.12		29999.97		0.03		296400.0036		626399.9736		300000

		12		9850000.15		40000		0.03		295500.0045		635500.0045		300000

		13		9810000.15		345000		0.03		294300.0045		639300.0045

		14		9465000.15		360000		0.03		283950.0045		643950.0045

		15		9105000.15		375000		0.03		273150.0045		648150.0045

		16		8730000.15		390000		0.03		261900.0045		651900.0045

		17		8340000.15		405000		0.03		250200.0045		655200.0045

		18		7935000.15		420000		0.03		238050.0045		658050.0045

		19		7515000.15		435000		0.03		225450.0045		660450.0045

		20		7080000.15		450000		0.03		212400.0045		662400.0045

		21		6630000.15		465000		0.03		198900.0045		663900.0045

		22		6165000.15		480000		0.03		184950.0045		664950.0045

		23		5685000.15		495000		0.03		170550.0045		665550.0045

		24		5190000.15		510000		0.03		155700.0045		665700.0045

		25		4680000.15		525000		0.03		140400.0045		665400.0045

		26		4155000.15		540000		0.03		124650.0045		664650.0045

		27		3615000.15		555000		0.03		108450.0045		663450.0045

		28		3060000.15		570000		0.03		91800.0044999999		661800.0045

		29		2490000.15		585000		0.03		74700.0044999999		659700.0045

		30		1905000.15		600000		0.03		57150.00		657150.0045

		31		1305000.15				0.03		39150.00		39150.0044999999

						8694999.85



						Principal		Coupon		Interest		Debt Service								Principal		Coupon		Interest		Debt Service				Mandatory Sinking Fund Prepayment

		6/30/17		10000000		44827.5878		0.03		300000		344827.5878						6/30/17		$   -		1.50%		$   150,000		$   150,000				Payment Date		Principal Amount

		6/30/18		9655172.4122		55172.415434		0.03		289655.172366		344827.5878						6/30/18		$   500,000		1.75%		$   168,966		$   668,966				6/30/24		$   600,000.00

		6/30/19		9310344.8244		65517.243068		0.03		279310.344732		344827.5878						6/30/19		$   550,000		1.80%		$   167,586		$   717,586				6/30/25		$   650,000.00

		6/30/20		8965517.2366		75862.070702		0.03		268965.517098		344827.5878						6/30/20		$   560,000		2.00%		$   179,310		$   739,310				6/30/2026 (maturity)		$   750,000.00

		6/30/21		8620689.6488		86206.898336		0.03		258620.689464		344827.5878						6/30/21		$   575,000		2.25%		$   193,966		$   768,966

		6/30/22		8275862.061		96551.72597		0.03		248275.86183		344827.5878						6/30/22		$   590,000		2.50%		$   206,897		$   796,897

		6/30/23		7931034.4732		106896.553604		0.03		237931.034196		344827.5878						6/30/23		$   600,000		2.75%		$   218,103		$   818,103



		6/30/26		7586206.8854		117241.381238		0.03		227586.206562		344827.5878						6/30/26		$   2,000,000		4.00%		$   303,448		$   2,303,448



		6/30/30		7241379.2976		127586.208872		0.03		217241.378928		344827.5878						6/30/30		$   2,400,000		4.25%		$   307,759		$   2,707,759

																				Mandatory Sinking Fund Prepayment

																				Payment Date		Principal Amount

																				6/30/24		600,000

																				6/30/25		650000

																				6/30/2026 (maturity)		750000



Level Debt Service



Principal	44827.587799999979	55172.415433999966	65517.243067999952	75862.070701999997	86206.898335999984	96551.72596999997	106896.55360399996	117241.38123799997	127586.20887199996	137931.03650599995	148275.86413999993	158620.69177399995	168965.51940799993	179310.34704199992	189655.17467599994	200000.00230999992	210344.82994399991	220689.65757799993	231034.48521199991	241379.3128459999	251724.14047999989	262068.9681139999	272413.79574799992	282758.6233819999	293103.45101599989	303448.27864999988	313793.10628399986	324137.93391799985	334482.76155199989	344827.58918599988	Interest	300000	289655.17236600001	279310.34473200003	268965.51709799998	258620.689464	248275.86183000001	237931.03419600002	227586.20656200001	217241.37892800002	206896.55129400003	196551.72366000005	186206.89602600003	175862.06839200004	165517.24075800006	155172.41312400004	144827.58549000006	134482.75785600007	124137.93022200007	113793.10258800007	103448.27495400008	93103.447320000079	82758.619686000078	72413.792052000092	62068.964418000091	51724.136784000097	41379.309150000103	31034.481516000102	20689.653882000104	10344.826248000105	-1.3859998947009444E-3	







Level Principal Debt Schedule



Principal	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	333333.33	Interest	300000	290000.0001	280000.00020000001	270000.00029999996	260000.00039999999	250000.00049999997	240000.00059999997	230000.00069999998	220000.00079999998	210000.00089999998	200000.00099999996	190000.00109999996	180000.00119999997	170000.00129999997	160000.00139999995	150000.00149999995	140000.00159999996	130000.00169999996	120000.00179999995	110000.00189999996	100000.00199999995	90000.002099999954	80000.002199999944	70000.002299999949	60000.002399999947	50000.002499999944	40000.002599999942	30000.002699999939	20000.002799999937	10000.002899999936	Years











Debt Structure with "Wrap Around" Solution



Pre-Existing Debt Structure	300000	300000	300000	300000	300000	300000	300000	300000	300000	300000	300000	300000	New Principal Payments	0	0	3333.33	6666.66	9999.99	13333.32	16666.650000000001	19999.980000000003	23333.310000000005	26666.640000000007	29999.970000000008	40000	345000	360000	375000	390000	405000	420000	435000	450000	465000	480000	495000	510000	525000	540000	555000	570000	585000	600000	Interest	300000	300000	300000	299900.0001	299700.00029999996	299400.00059999997	299000.00099999999	298500.00149999995	297900.00209999993	297200.0027999999	296400.00359999988	295500.00449999986	294300.00449999986	283950.00449999986	273150.00449999986	261900.00449999989	250200.00449999989	238050.00449999989	225450.00449999989	212400.00449999989	198900.00449999989	184950.00449999989	170550.00449999989	155700.00449999989	140400.00449999989	124650.00449999989	108450.00449999989	91800.004499999894	74700.004499999894	57150.004499999901	Years













Bond Pricing Calculations

		Settlement
 Date		Maturity 
Date		Coupon		Market
Yield		Price						Calculated Yield

		12/1/16		12/1/21		5.00%		4.00%		104.452		P				0.04										IRR/TIC

												R														2 Bonds

		12/1/16		12/1/21		5.00%		4.25%		103.316		E				0.0425														Amount		Maturity Date

												M														1st Bond

		12/1/16		12/1/21		5.00%		4.50%		102.195		I				0.045										2nd Bond

												U

		12/1/16		12/1/21		5.00%		4.75%		101.090		M				0.0475



		12/1/16		12/1/21		5.00%		5.00%		100.000		PAR				0.05



		12/1/16		12/1/21		5.00%		5.25%		98.925		D				0.0525

												I														Par Value				100

		12/1/16		12/1/21		5.00%		5.50%		97.865		S				0.055										Coupon				5.00%

												C														UW Purchase Price				99.98

		12/1/16		12/1/21		5.00%		5.75%		96.819		O				0.0575										Re-Offer Price				104.452

												U														Purchase Premium				4.472

		12/1/16		12/1/21		5.00%		6.00%		95.788		N				0.06

												T

																						Maturity		Par Amount		Coupon		Market Yield		Underwriter
Purchase Price		Re-Offer Price		Premium

								Price and Yield Calcs								PMT Calcs		12/1/16		Prem		12/1/17		$100.00		5.00%		4.75%		$99.00		$100.24		$1.24

		Market Yield		0.035				12/1/16								($1,359,283.29)				Prem		12/1/18		$100.00		5.13%		5.00%		$99.00		$100.23		$1.23

		Premium		0.045				12/1/26												Prem		12/1/19		$100.00		5.25%		5.13%		$99.00		$100.34		$1.34

		Discount		0.025				5%												Par		12/1/20		$100.00		5.25%		5.25%		$99.00		$100.00		$1.00

		12/1/16						4.50%		110										Disc		12/1/21		$100.00		5.25%		5.50%		$99.00		$98.93		-$0.07

		12/1/46						100												Totals												Total Premium		$4.74

		100						1

								0

		Premium Price		118.3920454114				103.9563590886		0.0378052414

		Discount Price		81.6079545886



				Cash Flow
Date		Annual Debt Service
 Amount

				12/1/16		$   10,000,000

				12/1/17		$   (1,050,000)

				12/1/18		$   (1,050,000)

				12/1/19		$   (1,050,000)

				12/1/20		$   (1,050,000)

				12/1/21		$   (1,150,000)

				12/1/22		$   (1,150,000)

				12/1/23		$   (1,150,000)

				12/1/24		$   (1,250,000)

				12/1/25		$   (1,250,000)

				12/1/26		$   (2,250,000)

						3.727%





MMD

				AAA GO		AA GO		A GO

				9/21/16		9/21/16		9/21/16

		1		0.72		0.76		0.89

		2		0.78		0.85		0.99

		3		0.86		0.94		1.11

		4		0.96		1.06		1.28

		5		1.04		1.15		1.4

		6		1.15		1.28		1.55

		7		1.27		1.43		1.7

		8		1.39		1.59		1.9

		9		1.48		1.7		2.01

		10		1.57		1.8		2.1

		11		1.66		1.9		2.21

		12		1.75		2		2.32

		13		1.83		2.08		2.41

		14		1.88		2.13		2.46

		15		1.93		2.18		2.51

		16		1.99		2.24		2.57

		17		2.04		2.29		2.62

		18		2.09		2.34		2.67

		19		2.14		2.39		2.71

		20		2.18		2.43		2.75

		21		2.21		2.46		2.77

		22		2.24		2.49		2.79

		23		2.26		2.51		2.81

		24		2.27		2.52		2.82

		25		2.28		2.53		2.83

		26		2.29		2.54		2.84

		27		2.3		2.55		2.85

		28		2.31		2.56		2.86

		29		2.32		2.57		2.87

		30		2.33		2.58		2.88

				AAA GO		AAA GO		AAA GO

				9/21/16		9/21/06		9/22/86

		1		0.72		3.48		4.25

		2		0.78		3.48		4.7

		3		0.86		3.48		5.1

		4		0.96		3.49		5.3

		5		1.04		3.51		5.5

		6		1.15		3.53		5.7

		7		1.27		3.56		5.9

		8		1.39		3.6		6

		9		1.48		3.64		6.1

		10		1.57		3.69		6.2

		11		1.66		3.74		6.3

		12		1.75		3.78		6.4

		13		1.83		3.82		6.5

		14		1.88		3.86		6.6

		15		1.93		3.89		6.7

		16		1.99		3.92		6.75

		17		2.04		3.95		6.75

		18		2.09		3.97		6.8

		19		2.14		3.99		6.8

		20		2.18		4.01		6.8

		21		2.21		4.03		6.85

		22		2.24		4.05		6.85

		23		2.26		4.07		6.85

		24		2.27		4.09		6.85

		25		2.28		4.11		6.85

		26		2.29		4.13		6.9

		27		2.3		4.15		6.9

		28		2.31		4.16		6.9

		29		2.32		4.17		6.9

		30		2.33		4.17		6.9



How Credit Rating Affects Yields



AAA GO Bond	1	2	3	4	5	6	7	8	9	10	11	12	13	14	15	16	17	18	19	20	21	22	23	24	25	26	27	28	29	30	0.72	0.78	0.86	0.96	1.04	1.1499999999999999	1.27	1.39	1.48	1.57	1.66	1.75	1.83	1.88	1.93	1.99	2.04	2.09	2.14	2.1800000000000002	2.21	2.2400000000000002	2.2599999999999998	2.27	2.2799999999999998	2.29	2.2999999999999998	2.31	2.3199999999999998	2.33	AA GO Bond	0.76	0.85	0.94	1.06	1.1499999999999999	1.28	1.43	1.59	1.7	1.8	1.9	2	2.08	2.13	2.1800000000000002	2.2400000000000002	2.29	2.34	2.39	2.4300000000000002	2.46	2.4900000000000002	2.5099999999999998	2.52	2.5299999999999998	2.54	2.5499999999999998	2.56	2.57	2.58	A GO Bond	0.89	0.99	1.1100000000000001	1.28	1.4	1.55	1.7	1.9	2.0099999999999998	2.1	2.21	2.3199999999999998	2.41	2.46	2.5099999999999998	2.57	2.62	2.67	2.71	2.75	2.77	2.79	2.81	2.82	2.83	2.84	2.85	2.86	2.87	2.88	Years to Maturity





Yields (%)









Historical Yields on AA GO Bonds



2016	0.72	0.78	0.86	0.96	1.04	1.1499999999999999	1.27	1.39	1.48	1.57	1.66	1.75	1.83	1.88	1.93	1.99	2.04	2.09	2.14	2.1800000000000002	2.21	2.2400000000000002	2.2599999999999998	2.27	2.2799999999999998	2.29	2.2999999999999998	2.31	2.3199999999999998	2.33	2006	3.48	3.48	3.48	3.49	3.51	3.53	3.56	3.6	3.64	3.69	3.74	3.78	3.82	3.86	3.89	3.92	3.95	3.97	3.99	4.01	4.03	4.05	4.07	4.09	4.1100000000000003	4.13	4.1500000000000004	4.16	4.17	4.17	1986	4.25	4.7	5.0999999999999996	5.3	5.5	5.7	5.9	6	6.1	6.2	6.3	6.4	6.5	6.6	6.7	6.75	6.75	6.8	6.8	6.8	6.85	6.85	6.85	6.85	6.85	6.9	6.9	6.9	6.9	6.9	Maturity





Yield (%)











Rating Agencies

				S&P		Moody's		Fitch

				AAA		Aaa		AAA		Highest Grade

				AA+		Aa1		AA+

				AA		Aa2		AA

				AA-		Aa3		AA-

				A+		A1		A+		Upper Medium Grade

				A		A2		A

				A-		A3		A-

				BBB+		Baa1		BBB+		Lower Medium Grade

				BBB 		Baa2		BBB 

				BBB-		Baa3		BBB-

				BB+		Ba1		BB+		Non-Investment Grade

				BB		Ba2		BB

				BB-		Ba3		BB-

				B+		B1		B+		Highly Speculative

				B		B2		B

				B-		B3		B-

				CCC+		Caa1		CCC+

				CCC 		Caa2		CCC 

				CCC-		Caa3		CCC-

				CC		Ca		CC+		In Default

				C				CC

								CC-

				D		D		D





Sources and Uses



								Sources								Matures		Principal		Coupon		Interest		Debt Service

				Bond Proceeds												6/30/17		$   -		1.50%		$   150,000		$   150,000

						Par Amount						$   10,000,000.00				6/30/18		$   500,000		1.75%		$   168,966		$   668,966

						Net Amount of Premium						$   1,200,000.00				6/30/19		$   550,000		1.80%		$   167,586		$   717,586

						Total						$   11,200,000.00				6/30/20		$   560,000		2.00%		$   179,310		$   739,310

																6/30/21		$   575,000		2.25%		$   193,966		$   768,966

								Uses								6/30/22		$   590,000		2.50%		$   206,897		$   796,897

				Project Fund Deposits												6/30/23		$   600,000		2.75%		$   218,103		$   818,103

						Project Fund						$   9,300,000.00

				Other Fund Deposits												6/30/26		$   2,000,000		4.00%		$   303,448		$   2,303,448

						Capitalized Interest Fund						$   1,340,000.00

						Debt Service Reserve Fund						$   225,755.50				6/30/30		$   2,400,000		4.25%		$   307,759		$   2,707,759

				Delivery Date Expenses

						Costs of Issuance						$   150,000.00

						Underwriter's Discount						$   183,400.00

						Additional Proceeds						$   1,244.50

						Total						$   11,200,400.00
















What is Arbitrage?

* Internal Revenue Service defines “Arbitrage” as the earnings on bond
proceeds that exceed the allowable yield

* The Arbitrage Yield is the rate the Issuer is paying for the Bonds
* Includes principal, interest and any reoffering premium or discount
e Also includes any credit enhancement premium
e Does NOT include underwriter discount or costs of issuance

* |ssuer must “Rebate” 100% of excess earnings on Bonds back to the
Federal Government

* |IRS does not want Issuers making money on the money they borrow



Real life Example

Sacramento Golden 1 Center



Recent Example: Golden 1 Center Financing

Future Sports and Entertainment
Complex Cost: $299,995,000

e Sacramento Public Financing
Authority issued Lease Revenue
Bonds (LRB)

e Security: Lease agreement with the City
of Sacramento

 Repayment Source: Net Parking
Revenues and Rent Payments from the
Kings)
e Exempt from State income tax, Federally
taxable
e Final Maturity 2050
e Serial Bonds: 2016-2023
e Term Bonds: 2050 (Sinking Fund Provision)

e Credit Rating “A” (Fitch), “A+” (S&P)

Image Source: www.goldenlcenter.com



Parking Revenues
Collected by City

Rent from Kings
Basketball Team

Double-Barrel
Pledge

Bond Investors



Assemble Financing Team

e |ssuer/Borrower: Public agency responsible for approval and repayment obligation

 Municipal Advisor: Project manager who develops and implements financing plan
on behalf of issuer

 Bond Counsel: legal representation regarding the tax-exempt status and legitimacy
of the Bonds

e Disclosure Counsel: legal representation to Issuer & Bondholders on disclosure of
credit - Official Statement (OS)

e Bond Underwriter: serves as a middle-man to aggregate bondholders to sell Issuer Bonds
* Makes an offer to the Issuer to purchase Bonds and resell to bondholders (individual, institutional)
e |f Bonds are not all pre-sold, underwriter “holds” the balance for future resale
e Trustee: Administrative duties related to protecting bondholders including
collecting payments from Issuer and disbursement to bondholders

* Rating Agency: 3" party credit review firm responsible for assigning rating based on
creditworthiness of Issuer and Bond structure (relied on by Bondholders)



Golden 1 Center Debt Service and Sources and Uses Tables u

Level Annual Debt Service

Yenr

Ending
June 30

016
w7
018
012
020
021
022
23
24
2023
026
w2y
028
020
2030
051
052
053
3034
2033
2036
2037
038
039
2040
o
042
043
044
2045
045
4y
2048
2040
2050*
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Intarest through Octaber 1, 2017, is expacted ta be paid from proceads of the Serias 2015

Intarest Fund.

See “THE SERIES 2015 BONDS — Index Floating Fate Perod™ for & description of the ca

Principal

$2,585,000
3.170.000
3,363,000
3,570,000
3,790,000
4025.000
4,375,000
4335.000
4815000
5,115,000
5,430,000
5.765.000
6,120,000
6,495,000
6.895.000
7,320,000
7.770.000
8,350,000
8,755,000
9,105,000
9,870,000
10,475,000
11,120,000
11,805,000
12,535,000
13.305,000
14,125,000
14,595,000
15,920,000
16,900,000
17,540,000
19.045.000
20,220,000

Bata during the Index Floating Bate Parod

Interest™"

$11,703 20493
12,479,692 00
18,479,692 00
18,295 816.00
18,100,544.00
17,803,260.00
17.673.343.00
17.439.884.00
17,191,944.00
16.928,604.00
16,649,248 00
16,352,644.00
16,037.560.00
15.703,072.00
15,347,948.00
14.970,956.00
14.570,864.00
14,146,132.00
13.605.220.00
13.216,588.00
12,708,388 00
12,169,080.00
11.596,508.00
10,988_516.00
10.343.236.00

9.638,264.00
£.931,076.00
£.158.920.00
7.330,332.00
6,469,232 00
5.545.540.00
4,564,868.00
3.523.828.00
2.418,724.00
1.245.552.00

Total

11.703,804.93
18.479.692.00
1.464,692.00
11.465,216.00
1.465,544.00
1.463,260.00
11.463,348.00
1 464284 00
1.466,944.00
1,463 604.00
1 464,748 00
1.467,644.00
11.467.560.00
1.468,072.00
11.467,948.00
1.465,956.00
1.465.,264.00
11.466,132.00
11.465.220.00
11.466,588.00
1 463,388.00
1.464,080.00
1,466, 508.00
1 463,516.00
11.463.256.00
71.463,264.00
1.466,076.00
1.463,920.00
31.464,332.00
11.464,232.00
1 465,540.00
31.464,268.00
1,463, 228.00
11.463.724.00
11.465,552.00

Sources:
Principal Amount of Series 2015 Bonds $ 299.995,000.00
Additional City Moneys 2.703.451.00
Total Sources $ 302.698.451.00
Uses:

$ 223,130,100.00
54,156,106.67

Deposit to Project Fund
Deposit to Capitalized Interest Fund ©

Deposit to Reserve Fund © 21,468,072.00
Deposit to Costs of Issuance Fund @ 3.944.172.33
Total Uses 430269845100

Uses
* Project Fund

e Capitalized Interest: to make interest
payments until project completion
(October 2016)

e Reserve Fund (MADS)
e COIl Fund (costs of financing)



Golden 1 Center OS e e -

5292,870,000
SACEAMENTO FUELIC FINANCING AUTHORITY
AVL Leass Rovenoe Bonds, Series 2015
{GOlden 1 Centery

* Par Amount, Issuer, Issue Type, Credit — Sy e

Thted: Origina Date aof Issoance Tae: As shorn oo imide oot oover

R t {Amznst 13, 2005)
a I ng Th.h]km]:zu.ngﬂl.mularhhbﬂmi{mﬂmhmﬁmdpmp-mndym1ﬂmgLninrmmuninmnnncumwﬂhl}wcum:rﬂmnimmhﬂmmaDm
272 B0L000 azgremin amoant of S Fublic ¥ tharity Leaso Boverno Reads, Series M5 [(Golden 1 Center) (Federally Taxahlo)

(the “Series MI1E Doods?). The Sedm HI14E El:nds._mdalndihnda‘_nnd'!hnl: original lssenes (hogwt 13, 2016} and, assoming satsEeisan of cortain
conditions, willbe sobject i mandxincy tenderandwil be coowerted to beor dnterest 21 fwed inlerest rmles oo Oedaber G, 20 16 (the “Fix od Bate Comoverabon
Date®). Afieriho Flxed Bxie Converssan Dote, the Sorics 2016 Bonds will matiure oo the dxies shoeen on Lhe tside front eover pape and, sammenslng an
the Fired Ratn Comeersion Dovin, w1l bear interest at tho fxed mbm set forh on the tnssde eover page. fAdter tho Frreed Rate Comicrssan Cate, Interest oa tho
Scries 201G Bands will be payzble an czchdpril 1 and Qetober 1, commendng Apral 1, 2016,

The Series 21185 Bonds wern odginally Sssued in the aggregale prinepal amaunt of #2080 HEME On the Fired Rae Comerssan Dale, $37126000
2 principal amaunt af the Sexies H1E Randsw Ul be cxnedled, Ballowng EheSe mandalery tender, using cortztn fimds on depesit b cerizin funds and

Date of Issuance S T e

The Serics 2115 Boads were 1ssued on Augusi 13, 2015 by the Baeramenta Publsz Finaneing Authedty [the “Anibority”], a joint< cels-ak posers
entity coganized and existing under B lams ofthe State of California {the *State™), and an mdentore, dated as of Azt 1, 215 [the *Ingeatore~), between
the City of Saeramenba (the *City), ‘the Aotharity, and Wells Fargo Banlk, Natlonal AssccizHon, as brostee [tho “Trostee™).

The Serdes 2016 Bonds were ts=ued to (2] poy or retmburse a poction of the cosls of the acqolsition, coestrowction, installatsan, @nd equipaing af a
mulb-purpase enlert¥nment-and-sporls coler b be loealed in the dowenlasm ara o tho City and named the Golden: 1 Conter{the =Arens Facliy); ()
“‘fmd{:pm:lucdmmtun the Scries 2015 Dands throwgh and inelecting Oetober 1, 2017; (e} fand a reserve fund [or the Series 2008 Bands; nd (d) pay ar
retmburse cosis of iemamee of the Sades H15 Bonds. Sea “THE ARENA - T}mSnnr: Eﬂ]& Tands are spees] mited obzabnes of the A wthority payable
salely [rom, and secured solely by, the Leaso Reveowes (defined herein) pledaed therefor under the Indentore, tegethee wilth 2mounts on deposit fram Emo

[ ) P r f h B n — io Hme in tho fends and 2eeounts established under the Indemure. The Authority ooy isue addisonal bonds poyable froon Lhe Lease Rovenues an a parity
with tho Serics 201G Bonds = deseribed herein. Tho Sooies 201E Bonds and the addtional bands, & any, are relormed 1a heroin 2s “Tones.”
The Sories 2015 Tands w11l bo =vailable tn dencmuinatsons of $5,000 and amy inegral mulple of $45 00 Sco~THE SERIES 2015 DONDS -

The Series ML Tonds were debhvered in Fulby registered Eorm onby, and ame registered i the nome of Cede & Coo, as momunes of Tho Depasstoay Trust
Campany, Kew Yook, New York ("DTC). OTC will 2ct 25 securitles depository of e Serles 2016 Boads. Chenership inlenests in the Sores 2115 Bonds may
bo purchased in book-eniry Eoom anby.  Principal of, and proméam (U any) and tmerest an, the Seres 2018 Bands will ke mesd by the Trmtes to DTC ar s
nomines, which willin m renlt the pagment ba Sk prrbepants for :nbsoqnmtdﬂhumﬂ.mnnr.!.n tho Eeneficial Creeners af tho Series BOLE Bands. S<o *THE
SERIES Ml BONDS and AFFERTIE F— D00 ENTRY ONLY SYSTEM -

The Series 2015 Tands are subject io opisanal, mandatary, and artraordinary redemption as desaribed horoln, Sce~THE SERIES H01E DONDS -

* Project Description /Obligations of s e e s

1hnj’l'|r|hm‘n:|r under a Froject Lease, dated as of Angust 1, 2018 (the *I'roject Lease™), between the Authocty and the City. Under the Projest Lease, tho
City 1= abkgated ta make Eamleal Pagpmenis {a defined herein] fam [egally matlhle kmds in amonis caleolated o be sufSdient o ]la}':prtnﬂpn] o,

S S u e r znd inberesian, tho Series HI1E Bands when dur, 25 deseribed herein. Thes oblbizalson is sobject instialby ta coompletsan of eonstrocien of the Arem and the
Flxa (as deseribed herniny and & swhject thercafier ta abxtement 2 protded in the Progeot Loae. Al of the Aothority's oght, t4e, and nierest noand o
the Project Leaso {execpt for the dght ta reecdve any A dditianal Pagpmenis {2 dofined herein) to the exterd poyable to the Awthonity and cecto righls b
ndemoifmHon], inclucting the fight 2o recclve Beso Reokal Paymenis under the Projoct Lease, ame sl gned La the Trestiea under the Indenture Jor e benebe
aftha Ceners and Deneficial Ceners of the Series 2016 Nonds. S “SECURITY FOR THE SERIES 2015 DOKDS"

The Scries 2015 Nonds are special limited chligations af ihe Anibority payable sokly from, and scoured :palely bF, the Lense Beveones

pledged onder the Indoore and oher moncys pledged teereto inthe Indeatore. The Serics BILE Bonds are oot & debt of tse Anisority, the

City, the Stale, or any of the State's palilical sobdivislons, crcept the Ambority Lo the cxtent described Beceio, and oefther the Aoiborily,

- el TICT LHE City. oor the Siate or ooy of its podidical sobdivisions, cxoept e Aothority to the extent desoribod Berein, Ls Lable thercon. Io

na event will the Scries 2015 Tomds or any ntcrest or redemplion premiom thereon be payable oot of any fonds 0T properiics aLber than
S e C u r I t fo r B O n d S ihose of ihe Aniboriiy as set focth o the Indentore. The Sedies H15 Doods do ood constitmle an [ndebiodoess wiihin the meaning of any
conalitotional or siaiotory d¢bt Lmidatlon ar restriction. Meither isc members of the Aatharity, ner ic Cidy, :nor any porscns ox cooting the

Serics 2015 llopds arc Liable perconaly oo the Scries 3018 Eoods by reason of their lssnance or romarkeding.

The porchase and halding of dke Ecdcs M 15 Boods lmvodve risks that may nak be appropriale far cortain by enlo. Sec <TISK FACTOILE"
for a discussion of cortain of Esess Tisks,

This coner page eommains information for goneral refrrenec anky. 1t isnota summary oFihes sare. Pobential porchasers mustread the entire ReroriscHng
Cirenlar to phitain inforroHon: casental b making an infonmsd imeestmont d ceisiom.

On e daie of origizal issuance of she Sories 16 flonds, Orrick, Herrington & Swctiff LLF, fimd Courset so verAwhoriiy, detivered its opinion
[} T  (thr s0riginal Bend Cowaas Oplalea?} teal, based on ﬂnamsu & shen eTEissEng dmes, rogulaEons, nuings, oed CouTE dottsms, end oRsIm iy,
aX a uS ” mmmgmmm,mmmqnjmm sard Lt ﬂmmmrmmmms,mmmm?mﬂmhﬁﬂmdsuczmpt_,ﬁ'm
Sue of Catifornia persmmal fmeomee eares. Tioe Origina Fone Coumset Opinion also pbeerued cond inienest 15 nod erciuctod from gross imsome for focen
ITewer- i purpoeses whder Secder JO2 of ihe Iniernal Brvenue Codir of ['985 e “CM?J. P Coansol cxpressod e - o REon FepErding any eaer oI
COMFOJUCTEES Tetaned 10 der GreneTakip or disposition of, or the amoury, ascrual, or receips of dnscress or, the Sories 2EME fonds. Sov Appendis 12 for
copr ol thr Crigiral fond Coansd Chpinioe. The Driging Homd Counsad D;ﬂnm mnwkupmmd’ N comenaciion wity ghe comLeTIiom arnd remaTieTing
ohar Serics E00S ATmnats o ot fmpoese rade, onat Homd Coamsot wilk noe g renderizg @any oPndon on e currend e siaous of fur Series 2005 Monds,

Spe =TT MATTE R farrein,
Crrain dogal marers in comnoniion eodck e remerdciing of she Sories 2918 Bonds erdll e passed mpon jor ghr Sy and the Audtoring by die
. Earramerug Cigy Anoreoy and by Soadiing Yocna Carfven £ Raudk, o Profssionad Corporaiion, ar Disciorune Coumsa @0 the Cirg  Crmmain Ionod
U n d e rW r I te rs Tarers aoill b paewel om o tha Bemarkedng Agenus by Nizon Sesbogy LLEY First Sowsharest Company, LLC is sorving as Firardal Adricor o te
Cliy. Two forms [ bdoar o soriing oy Kewmarkering Ageees and will et te Series 2005 fenes om tee Fired: Rase Corversion Dadr fodmeing

AheiT g aGTY AMETT

= Goldman, Sachs & Co.
BorA MerTill Lyneh MOTgan Staoley

Tl Sopoombor 2, 205



Summary of Presentation

e Understand Bond Basics

* Develop Financial Plan for Project

* Adopt Debt Policies and Procedures to Guide Process

 Work with Finance Team to Implement Best Financial Solution

 Understand and Prepare for ongoing Continuing Disclosure
Requirements once Bonds are issued



Contact Information

e City of Elk Grove (Issuer — Public Agency)
e 916.627.3221
e Bkoehn@ElkGroveCity.org

e Craig Hill, Principal

e NHA Advisors, LLC (Municipal Advisors)

e Craig@NHAadvisors.com
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