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Financing Structure
Considerations

Project

Permanent Development

Unknown amounts
and timing

Known amounts
and timing

Long-term fixed

rate bonds Short-term notes

Flexible or variable

Fixed payments

payments
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Types of Debt

Short-term

Long-term

N N \ N N\
(Fixed rates to maturity or (Variable Rate Demand
mandatory tender date eInterest reset periodically by
«CP notes maturity < 270 days remarketing agent _ .
——! +Bonds maturity < 13 months from sale L *Secured by commercial bank liquidity
date facility
ePotential risk of failed remarketing
*Maximum rate of 18% until can be
\_ ) \_ refinanced )
. N N\
(Secured by commercial bank ) (Fixed Rate
letter of credit sCurrent Interest Bonds (CIBs)
sPotential risk of failed remarketing *Coupon bears fixed interest rate
= *Maximum rate of 12% until can be | *Capital Appreciation Bonds (CABs)
refinanced *Zero-coupon accreting value at fixed
interest rate
. J/ . J

Debt Transaction Participants

Principals in Flow of Funds Credit/Liquidity
e Underwriters Enhancement
* Investors * Commercial banks as liquidity
 High net-worth individuals providers
 Bond funds * Bond insurers as credit
* Insurance companies guarantee
* Asset managers
* Bank trust departments

Essential Advisory Financial Administration
Functions

* Commercial banks as paying
* Financial Advisor agent and/or trustee

* Bond Counsel

o Disclosure Counsel

¢ Underwriter’s Counsel

* Rating Agencies




Key Financing Documents

Dealer or Remarketing
Agreements*

Credit/Liquidity Facility
Agreements*

*Applicable to variable rate debt only

Continuing Disclosure
Agreement

Board Resolution

Offering Memorandum

or Official Statement

Indenture
(Master/Supplemental)

Bond Purchase

Agreement

Financing Highlights

200X: Voters approve
renewal of Measure _, new
expenditure plan and $X
million debt limitation

200X: Establish $X million
Commercial Paper (CP)
Program to finance projects

200X: Execute $X million
Forward Interest Rate
NE[H

200X: Issue $X million
Bonds to refinance CP

20XX: Voters approve
increase in debt limitation
to $X million

20XX: Reduce CP Program
to $X million; Issue $X
million Bonds to retire CP
and finance projects

200X: Swaps become
effective; issue $X million
Bonds to refund 200X
bonds and retire CP

200X: Terminate swap due
to ; replace with

20XX: Finance Project

eIssue $X million Bonds to retire CP
and generate new money

eIssue $X million Toll Bonds in new
funds

«Execute $X million TIFIA loan

20XX: Reduce CP program
to $X million

20XX: Evaluate options
regarding swap due to

20XX: Intend to issue
Bonds and Toll Bonds and
execute TIFIA Loan

1/28/2019



Commercial Paper
Considerations

Supported by
31 party
liquidity/credit
Interest rates facility
fixed to
maturity

Issued as
needed (used

like line of
credit)

Take out with

Maturity up to CP

long-term
ZUVCENE Program &

debt

Commercial Paper lllustration

Bank Letter
of Credit

Issuing &
Paying
Agent/
Trustee

N
v
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CP Program

e SXX million
as dealer

Capacity

. - SXX million letter of
Liquidity credit

. Bank

e Bankas paying
agent and trustee

¢ SXX million outstanding
as of

Administration

Interest Rate Swap Considerations

Business decision to hedge against potential rate increases

* Not speculation
o Awareness of risks and mitigation strategies

Contract to exchange cash flows

e Starts at future date
e Issuer pays fixed interest rate (X%)
» Counterparty pays floating/variable interest rate (X% of one-month LIBOR)

Payments based on notional amount

e Principal amounts not exchanged

Cash flows derived from reference to index rates

¢ London Interbank Offer Rate (LIBOR) — associated with taxable financings and swaps
e Securities Industry and Financial Markets Association (SIFMA) — related to tax-exempt
financings

10
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Issuance of Variable Rate Debt

emarelng

Agent

Issuer

Synthetic Fixed Interest Rate Debt

Fixed Rate*

Issuer DIFERE A2 HE A B A - Counterparty

(Linked to 67% of LIBOR)

A 4

Liquidity/ iy T
quietty 5 2i0 05
Remarketing o 329
Fees*** T o =
< o ¥ >
Z 32 @

2

v

Bond
 Rates are X% ($X million with ), X% ($X million with s
Holders or weighted average of X%

**Relationship between rates could vary weekly

***|iquidity fees have ranged from X bps (current) to X bps;
remarketing fees have ranged from X bps (current) to X bps
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Integrated Swap Performance

Issuer Basis Gain! Issuer Basis Cost?

Issuer receives X% of LIBOR (floating rate)
0.29% 0.31%

Issuer pays SIFMA to bondholders
(floating rate) (0.01%) (0.39%)
Issuer basis differential
Gain (cost) 0.28% (0.08%)
Issuer pays counterparty (fixed rate) (3.42%) (3.42%)
Issuer pays liquidity & remarketing fees
(fixed cost) (0.50%) (0.50%)

3
Issuer net cost of funds for week (3.64%) (4.00%)

1January 20XX example
2June 20XX example

320-year fixed interest rate in August 200X approximated X% and in October 200X approximated X%

Swap Status

Counterparty

* Notional amount/swap rate

e Minimum long-term debt
rating of BBB+/Baal

e Termination value (liability)

Bank

o SX million (initial $X million/X
percent

e A/A1

* ($X million)?

Bank

o SX million (initial $X
million)/X percent

e BBB+/Baa2

* ($X million)?

1As of June 15, 20XX, subject to change
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Swap Options

Accept Bank replacement swap, if proposed

Waive right to terminate swap

Terminate swap and pay termination payment

* No replacement swap
¢ Unhedged position
* Replacement swap
¢ Lower rate but limited qualified counterparties
e Refinance 200X Series A at fixed interest rate

¢ Interest rate decrease absorbs about 75 percent of termination cost
¢ Interest rate certainty through 2029

Issuer Bonds

Final maturity 6/1/20XX Final maturity 6/1/20XX
«princpalpmymentsduefrom200ta = princioalpaymentsstart e/172000
200

e
keted or refinanced Final maturity 6/1/20XX

SBPAS liquidity provider s
Bank;

Remarketing agents are
and
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Issuer Toll Debt

Maximum amount of $X
million
*Draws of $X million as of 6/30/XX

S$X million par value with

$X million discount

*$X million CIBs issued and
outstanding as of 6/1/XX

*$X million CABs issued, $X
million accreted value as of

6/1/XX

Final maturity 6/1/20XX Final maturity earlier of
CIBs principal payments in 20XX June 20XX or 35 years
and 20XX from start of operations

*CABs payments from 20XX

through 20XX eInterest payments expected to

begin December 20XX
*Principal payments start June
20XX

Proceeds funded project
costs, set up $X million
debt service reserve, fund
S$X million initial 0&M
costs, and pay COIl

Proceeds used to pay
project costs

Debt Administration

Synthetic Fixed
Bonds/Notes Rate General
Debt/Swaps

Requisitions for COl and project costs,

including CP interest Debt management policy

Swap calculations

Issuance notices for CP Debt service payments

Tracking use and issuance proceeds Continuing disclosure

Remarketing rates
Tax-exempt issues

Ratings

* Arbitrage calculations
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Financings Are A Team Effort
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