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REFRESH
BOND BASICS




Regulation of Municipal Advisors,
Underwriters and Broker-Dealers

M!MLC%L MQT"&E 101 PLAYERS

Want to know how state and local governments often pay for public projects such as bridges, roads

and schools? Follow a city as it borrows money from investors to pay for a new school. Then, learn more
about the $4 trillion municipal bond market and how its primary requlator, the Municipal Securities

Rulemaking Board, protects the city and its investors along the way.

Transparency through Electronic Municipal
Market Access (EMMA®) Website
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City uses M3RE Education Center to
learn about the isstance process. Brokers
. Report
| Municipal advisors owe Trades
fiduciary duty to put City's to EMMA
Undsrwritsr must deal Intarestfirst Bokers st ghe sl
i fairly with City and recomim ons, &
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from Investors. fair price. i for investors.
Raal-time trade
Underwritar provid i
provides Trade Bonds prices an EMMA

City’s Preliminary Official

investors and
Staternent to Investors. hﬂh

Through City evaluate
Brokers pricing.

Underwriter

Sells Bonds
to Investors

PRIMARY MARKET

Investors e EMMA to access
City understond disdosure obligations. informotion about City's bonds.
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MUNICIPAL DEBT:

A SMALL COMPONENT OF ToTAL U.S. FIXED INCOME

U.S. Fixed Income Outstanding

% Trillions

B Treasury | Corporate [ Municipal B Agency [ Commercial Paper
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REFRESH BOND BASICS

GENERAL OBLIGATION VS. REVENUE DEBT

GENERAL OBLIGATION REVENUE
 Often unsecured * Often secured by smaller segment
» Backed by revenues & assets of enterprise
of entire enterprise * Additionally secured by covenants
« Sometimes with a mortgage and liens

VARIABLE VS. FIXED RATE DEBT

VARIABLE RATE FIXED RATE
* Changeable interest rates * Guaranteed interest rate
* When rates change, investors * For specified term

may have “put” rights




REFRESH BOND BASICS

VARIABLE RATE

Cost of Capital: Positive
Predictability: Negative
Liquidity: Negative
Prepayment Flexibility: Positive

FIXED RATE

Neutral
Positive

Neutral

Negative



REFRESH BOND BASICS

BONDS MAY BE...

= TAXABLE OR TAX-EXEMPT

" . ONG-TERM OR SHORT-TERM

= Common Short-Term debt instruments:

" | ines, notes, letters of credit (LOC), commercial paper
= Carry short-term ratings

" | ong-term bonds may have 20-30 year maturities (or longer!)

= AMORTIZING OR BALLOON MATURITIES

" Balloon aka Term Bonds

" |nvestors receive a massive, final lump-sum payment of principal at
the end of the term

= Amortizing ak Serial Bonds

= |nvestors receive periodic installments of principal payments that
gradually pay down the debt over the term




REFRESH BOND BASICS

MAJOR PLAYERS
" |ssuer
= Borrower
= |enders/Bondholders/Investors
= Jrustee
" |nvestment Banker/Underwriter
= Financial Advisor
= Credit Enhancer (AKA Credit Provider)
= Bond Counsel




BOND REVENUE SOURCES

REVENUE

* Revenue pledge

* Specifically defined
revenue source

* No taxing power

* Notsubjectto
appropriation

4 A
GENERAL OBLIGATIONS
 Full faith and credit
pledge
* Taxing power
* Notsubjectto
appropriation
\_ y,

LEASE REVENUE

Special obligation
pledge

All legally available
revenues

No taxing power

Subject to
appropriation




OTHER TYPES OF DEBT

MORAL OBLIGATION

* No legal obligation to
pay (for most
circumstances)

* Likely to pay anyway;
best interest of
Institution

SYNTHETIC LEASES

* Jenant-based lease
financing structure —
a hybrid lease/debt

OTHER DEBT
(NON-CAPITAL)

e \VVendor Leases

* Qutsourcing (other
people’s money)

* Off-balance sheet
financings (“adjusted
debt”)




DEBT TERMINOLOGY

NOMINAL OR COUPON RATE Coupon Rate (%) = Coupon Payment = Par Value

*Interest rate paid periodically on a loan

* Usually expressed as % of par amount

BOND PRICE Generally, bond prices & yields are inversely related
e Amount a lender will lend in If, prevailing market interest rates 1
consideration of future receipt Then, current market price ofbond 4
of principal and interest payments 1

Resulting in current bond yield

BOND YIELD Current Yield (%) = Annual Coupon Pmt = Bond Price

* Single rate that sets the present value (PV)
of future principal & interest payments
equal to initial price



https://www.wallstreetprep.com/knowledge/face-value/
https://www.wallstreetprep.com/knowledge/face-value/
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LOAN MATURITIES

MAY INVOLVE A LOAN FOR EACH PROJECT STAGE
e Construction Loan

* Mini-Permanent Financing (more common with P3s)
* Construction Completion and Permanent Financing
* Longer term financing

* “Take out” the construction loan
* Pay off the short-term lender
* Permanently” finance the project




Normal and Inverted Yield Curve

1 - Usually longer term =
LOAN YiSIEE&EWE higher rate

DURATION
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INTEREST When inverted,

RATES Vield Corve longer term = lower rate
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MBIS Tax-Exempt Municipal Benchmark Yields

5
Rates as of 05/22/26
Tenor| Yield |Change
4.5
2 2558 -0.023 YIELDS ON
4 5 2785 -0.032 30 YR MUNI
7 2939 -0.028 5%
: 10 3.236 -0.029
> NON-CALL
15 3.658 -0.027
3 20  4.079 -0.032 TO YR
30 4579 -0.020 AS OF 05/22/26
2.5
. 2yr Syr7yr 10yr 15yr 20yr 30yr
5% Non-Call 10yr Curve
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Bloomberg Municipal AAA Bond Index and U.S. Treasury Yields at Different Maturities
%% American Century 2025

V7 Investments®

—J.S. Treasury Bloomberg Municipal AAA
5.0

4.72%

3.5

Yield (%)

2.87%
3.0 \

2.5
2.0

1.5
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INSURED REVEMUE YIELD

@ BlodmdSEae
TAX-EXEMPT - e -k -l
BOND YIELD R
CURVES
BLOOMBERG.COM

JuLy 23, 2009




NATIONAL MUNICIPAL BOND YIELDS

JUNE 22, 2012
Triple-A Rated, Tax-Exempt Insured Revenue Bonds

1 Day 2 Day Change 289, 1 Wk 1 Mo. 6 Mos.

Prior Prior In Equiv Prior Prior Prior

Yield Yield Yield Yield Yield Yield Yield
2Yr 0.3669%  0.3699%,  -0.003%  0.5099%  0.3719% 0.3599, 0.284%
5Yr 0.8299  0.8649,  -0.0359%  1.1519 0.8789% 0.8149, 0.8829%
7Yr 1.3239, 1.3369,  -0.0139%  1.8379% 1.3739% 1.218% 1.1609%
10 Yr 1.900% 1.910%  -0.0099%  2.6399  1.9239%, 1.8559%  1.8879%
15Yr 2.4659%  2.506%  -0.0419%  3.4249, 2.4989, 2.508% 1.827%
20 Yr @12@ 28769,  -0.0649%  3.906%, 2.8729, 2.8409% 3.3719%
30Yr 3.1099, 3.1219, -0.0129, 4.3189% 3.1349, 3.1479% 3.6769%




DEBT SERVICE

ONE YEAR EXAMPLE

* Let’s assume a university needs to borrow $10 million for a capital project on March 11, 2011

 Assume that there were 10 investors and each investor bought $1 million in bonds over various terms

University’s

Investors Bond Repayment Bond Amount Coupon Semi-Annual
Term Date Interest Payment
nvestor 1 1 year 10/1/11 S1,000,000 3.000% S15,000
nvestor 2 2 years 10/1/12 S1,000,000 3.125% S15,625
nvestor 3 3 years 10/1/13 S1,000,000 3.250% S16,250
nvestor 4 4 years 10/1/14 S1,000,000 3.375% S16,875
nvestor 5 5 years 10/1/15 S1,000,000 3.500% S17,500
Investor 6 6 years 10/1/16 S1,000,000 3.625% $18,125
Investor 7 7 years 10/1/17 S1,000,000 3.750% S18,750
Investor 8 8 years 10/1/18 S1,000,000 3.875% $19,375
Investor 9 9 years 10/1/19 $1,000,000 4.000% $20,000
Investor 10 10 years 10/1/20 $1,000,000 4.125% $20,625

COLLEGE BUSINESS MANAGEMENT INSTITUTE




Rates

As of 5/14/26 = 4.75%

A representation of - _
municipal bond trends based on 20-BOND BUYER INDEX As of 4/24/25 = 5.24%
a portfolio of 20 G. O. bonds 1974-PRESENT

that mature in 20 years.
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MUNICIPAL MARKET DATA INDEX
PAST 15 YEARS

20th YEAR MATURITY BY RATING GRADE

Rates

Baa

f= -

7.00%
6.50%
6.00%

2.50%
2.00%
1.50%
1.00%

Date



HISTORY OF U.S. TREASURY BOND YIELD
1790 10 2016

Feb. 1790

15% U.S. government borrows $19,608.81,

marking the beginning of the U.S. national

debt under the new Constitution. The
previous year, Treasury Secretary
Alexander Hamilton had negotiated to
consolidate the states’' war debts.

10

Recession

PEerioas

April 1861
U.S. Civil War breaks out

10-year U.S. Treasury
bond yield,

U.S. stock market crashes.

August 1971

President Richard Nixon
takes the U.S. off the
gold standard; yields
rose in following years.

Sept. 1945

The end of World War |l and
the ensuing boom of U.S.
economy; low vields are
replaced by higher ones
during the post-war period.

Oct. 1929

Oct. 1987
U.S. stock
market
crashes.

01790-2016 The Great Depression follows.
T [ I | I I L I T, I L SR T T
1800 1850 1900 1950 2000

Recessions prior to 1854 lack official dates.

Source: Global Financial Data

04/29/26 = 4.39%
04/29/25 = 4.29%
04/18/24 = 4.63%

June 1981

To damp inflation,
Fed Chairman
Paul Volcker
raises short-term
interest rates to
20%; yields hit
record high in
three months.

Sept. 2001

Terror attacks in
the U.S. kill nearly
3,000 people.

Sept. 2008
Collapse of
Lehman Brothers
Holdings Inc. and
global financial
crisis.

June-July 2016
U.K. referendum
in favor of
quitting the
European Union,
or Brexit; yields
hit record close
on July 5.



TAXABLE
VS.
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TAXABLE vs. TAX-EXEMPT FINANCING

TAXABLE EQUIVALENT YIELD =
TAX-EXEMPT YIELD/
[100%- TAX BRACKET (%)]

EXAMPLE
/% INTEREST AND 24% INCOME TAX BRACKET

TAXABLE EQUIVALENT YIELD =
.07/ (1.00-.24) = 9.21%




EXAMPLE TAXABLE TAX-EXEMPT

Interest Rate = 7% Interest Rate = 5%
$100,000 Par Amount $100,000
$7,000 Income before tax $5,000
35% Tax bracket 35%
($2,450) Income taxes $0

$4,550 After tax income $ 5,000
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Tt’s not what you get; i+'s what vou keep”

Mark Huntley

Huntley Financial Services
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https://www.flickr.com/photos/86530412@N02/8265014953/
https://creativecommons.org/licenses/by/3.0/

Bankrate

The greater the investor’s tax liability...

the more attractive tax-exempt securities become

TAX-EXEMPT

TAXABLE EQUIVALENT

Bond Yield 24% bracket 35% bracket TAXABLE VS.
2.0 % 2.63% 3.08% TAX-EXEMPT
3.0 % 3.95% 4.62%
4.0 % 5.26% 6.15%
5.0% 6.58% 7.69%

6.0% 7.89% 9.23%
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MUNI AND TAXABLE-EQUIVALENT MUNI YIELD-TO-\WORST

— Tax-Exempt Muni Bond Index YTW  — Taxable Equivalent Yield

8.00
7.00
6.00
X 5.00
o 4.00
a 3.00

2.00

1.00

o0 —
Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec Dec
2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

nt ( %)

erc

. Western Asset. Weekly Municipal Monitor—Year in Review January 07 2025

As of 03 Jan 25. Bloomberg Municipal Bond Index Yield . .
Source: KPM Financial



TAX
EQUIVALENT

YIELD
CALCULATOR

https://www.bankrate.com/retirement/tax-equivalent-yield-calculator-tool/

chkmte.com@

Comprehensive. Objective. Free.

Calculate municipal bond yields

This tax equivalent yield calculator will estimate the tax-equivalent yield, or TEY, for a municipal bond. Income
generated from municipal bond coupon payments are not subject to federal income tax. In addition, if the bond was

issued in the state of residence, you can also avoid state income taxes. Use this tax equivalent yield calculator to

determine the yvield required by a fully taxable bond to earn the same after tax income as a municipal bond.

=

Municipal Bond Tax Equivalent Yield

Income at tax information: & H
ﬂ Bond yield: | 5% ol SO o s ol o i
a Ezfimated taxable income: | 5250.000 . s 5 1%"1 ............................................... =1m
ﬂ State income tax: | 3% ol SO e O o i
€ Federal tax filing status: | Married filing jointly o

Federal income tax rate; 33%

Tax Equivalent Yield ™

&% T AG30 7.693%

B

MNone Fedsaral Siate & Fed

Bond Tax Exemption

COLLEGE BUSINESS MANAGEMENT INSTITUTE




TAX EXEMPTION
SERVES A PUBLIC PURPOSE

REQUIREMENTS FOR TAX EXEMPTION
" |[ncome Tax-Exempt organization

= Governmental purpose

"  Project will benefit the public, student body, etc.
=  No equity returns can accrue to any project participant

" Private Use Restrictions

THERE MAY BE CONSEQUENCES IF THIS ISN°T ALWAYS TRUE




“PRIVATE ACTIVITY BONDS” = TAXABLE

» Project/proceeds benefit a private
corporation or an individual

= “Bad use” rules

TAXABLE VS " Private Use -
» more than 10% of facility
TAX-EXEMPT used by profit making

companies, not for
tax-exempt purposes

» Private Payment -

= more than 10% of debt
repayment stream



http://www.onthecommons.org/magazine/and-winner-isthe-public-sector
https://creativecommons.org/licenses/by-sa/3.0/
https://creativecommons.org/licenses/by-sa/3.0/
https://creativecommons.org/licenses/by-sa/3.0/

THESE ARE NOT COMMON,
BUT THEY DO HAPPEN!!







MUNICIPAL MARKET
REGULATION




IRS Rules That $19.8M of URI’s Tax-Exempt Bonds Are In

Shares A

Violation and Now Taxable

Saturday, March 08, 2025

GolocalProv News Team

The IRS has sent notice to the University of Rhode
Island notifying them that two series of higher
education bonds issued in 2018 are now considered

taxable as a result of being in non-compliance with
Section 149(g) of the IRS Code.

An IRS 149(g) violation, also known as a "hedge
bond" violation, occurs when an issuer of tax-exempt
bonds is deemed to have issued bonds too early,
essentially "hedging” against future interest rate
increases rather than for a genuine, immediate need.

The total of the two bonds is $19.8 million.

GET THE LATEST BREAKING NEWS HERE --
SIGN UP FOR GOLOCAL FREE DAILY EBLAST

URI refused to respond to requests for comment.

GolLocal asked URI officials about the potential
exposure to bondholders and if the University would
appeal the ruling.

The violation was first reported by the Bond Buyer.

University of Rhode Island could face millions in exposure PHOTO:

||
VIEW LARGER + el'ml
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MUNICIPALS

A REGULATED MARKET

MSRB FEDERAL BANKING REGULATORS
(MUNICIPAL SECURITIES RULEMAKING BOARD) Enforce MSRB rules for bank dealers
Writes rules for bond brokers, dealers, and (Federal Reserve, OCC, FDIC)
municipal advisors — But not universities!

IRS
SEC (INTERNAL REVENUE SERVICE)
(SECURITIES EXCHANGE COMMISSION) Tax regulations for tax-exempt municipal
Oversees the MSRB and regulates municipal bonds; bonds could become taxable
advisors
FINRA

(FINANCIAL INDUSTRY REGULATORY AUTHORITY)

Enforces MSRB rules for broker-dealers and
examines them for compliance




LEGAL COMPLIANCE & DISCLOSURE

| EMMA
PRE-ISSUANCE/DURING ISSUANCE POST ISSUANCE
IRS Federal Government
* Reimbursement Resolution » Private business use tracking
Legal and Tax * Arbitrage rebate tracking
* Validity opinion » Federal reporting
* Tax opinion Investors
Disclosure  Material events
» Sufficient and * Annual reporting
appropriate disclosure Credit Rating Agencies

e Surveillance

https://emma.msrb.org




EVALUATING MARKET
CONDITIONS




EVALUATING MARKET CONDITIONS

* Refunding of tax-exempt debtis New Money issuance s a
only possible within 90 days of function of the project
a call date construction timeframe.

* Advance refundings of tax-
exempt debt essentially

eliminated in Tax and Jobs Act
of 2017

* Set an institutional target of
NPV savings that are sufficient
to refund.

And Interest rates...

Or the availability of short-term
bridge financing in anticipation
of long-term debt.




MUNI| MARKET SUPPLY & DEMAND

IT CHANGES THROUGHOUT THE YEAR!
B 2025

1 2026

New issuance volume was up by 14.25% year-over-year in 2025 from 2024
The 2026 monthly new issuance volume is 6.90% lower than 2025 issuance through January. Gllllli

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE




MUNI MARKET SUPPLY AND DEMAND

New issuance volume was up by 14.25% year-over-year in 2025 from 2024, the 2026 monthly new issuance volume is 6.90% lower
than the 2025 issuance through January.

Overall Municipal Market Volume (Supply) Municipal Fund Flows (Demand)
m2025 ~ W2026 $8 Bn
$70 Bn
$6Bn
$60 Bn
$4Bn
$50 Bn
$2Bn
$40 Bn $0Bn
$30 Bn (82) Bn
($4) Bn
$20 Bn
($6) Bn
$10 Bn
($8) Bn
$0Bn
S é‘e’ 50\* Q@\ ($10) Bn
NS @ > & @ 0‘2’ L S A A S VG S VS e e S S S e i
< %Q'Q %0 00 QQ @'b ?Q @'5\ 5\)(\ 3\) ?QQ’ %QQ Oc’ eo\\ O@ S’b QQ Q{b ?Q @’b* 5\)(\ 3\)\ ?QQ’ %QQ Oc"\' eo\\ OQO S’b(\ Qévo

Source: Bond Buyer, Investment Company Institute
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US TREASURY RATE POSITION

As of 02/13/2026

Statistic

3 Month

6 Month

1 Year

2 Year

3 Year

5 Year

10 Year

30 Year

Spread to Avg. 1.36% 1.16% | 0.83% | 0.72% @ 0.57% 0.46% | 0.39% | 0.50%
Minimum -0.09% 0.00% | 0.04% @ 0.10% | 0.11% | 0.19% 0.51% @ 1.00%
Spread to Min. 3.77% 3.59% | 3.38% | 3.30% | 3.32% | 3.42% 3.53% @ 3.69%
Maximum 6.44% 6.53% | 6.38% | 6.91% | 6.90% | 6.86% 7.06% @ 7.19%
Spread to Max. -2.76% -2.94% @ -2.96% | -3.51% | -3.47% -3.25% | -3.02% | -2.50%
Percent of Market Days Lower 67.34% 65.83% | 73.42% | 63.05% | 61.36% | 59.91% | 58.24% @ 62.35%

Source: Bloomberg




INTEREST RATES CHANGE ALL THE TIME

THE 20-BOND INDEX
LAST 24 MONTHS - BY WEEK

2. 40%
5.20% m WH Financial Strategices A i, P VR

5.00%
4 80% Y SPPIN L
4 60%
4. 40%

A 20% : A
=

A4 00% n VL i

3 80% !

3.60%
3.40%

3. 20%
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U.S. TREASURIES

HIGHLY RELEVANT
Investing Debt
* How much should my institution expect to ) How.much ShOUl.d in}/es.tors expect 1o
receive from various investments, if US receive from our institution when they
Treasury notes, bills, and bonds are one buy our bonds or when they lend us
alternative (and risk free). money.
Investment Risks Investment Risks
. Credit — US Government * Credit - My institution
 Duration - Yield Curve * Duration - Length of bonds
° |nterest Rate ¢ OppOI’tunlty COSt

 Opportunity Cost




Bloomberg Municipal AAA Bond Index and U.S. Treasury Yields at Different Maturities

American Cent

& fymerican Convury
—J.S. Treasury Bloomberg Municipal AAA
5.0

4.72%

3.5

Yield (%)

2.87%
3.0 \

2.5
2.0

1.5

TIM3M6M 1Y 2Y 3Y 4Y 8Y 6Y 7Y 8Y 9Y10Y 15Y 20Y 25Y 30Y




TERMINOLOGY
IN DEPTH




TERMINOLOGY

* Serial Bonds & Term Bonds ¢ Credit Ratings and

* Primary Market & Rating Agencies

Secondary Market * Credit Enhancement

e Competitive Sale & * Indenture

Negotiated Sale e Arbitrage

* Private Placement &
Limited Offering

e Official Statement

* Call/Redemption

e Covenants




SERIAL BONDS

A portion of issue’s par value paid off each year

Take advantage of shorter term interest rates

TERM BONDS
%ace Total principal payable at

MUNICIPALBOND ™ 2™"%
)., MATURES
1 PAY INTEREST

Also referred to as bullet
maturity/bullet bonds

Larger maturity may be more
attractive to investors



https://en.wikipedia.org/wiki/Bearer_bond
https://creativecommons.org/licenses/by-sa/3.0/
https://creativecommons.org/licenses/by-sa/3.0/
https://creativecommons.org/licenses/by-sa/3.0/

A newly issued bond
Is much more likely

to trade than
PRIMARY MARKET

Market for new issues (original pricing)
BOND

an aged bond.

MSRB

Bidding syndicates of underwriters

Institutional investors

2025 MuUNI MARKET
Total Par Value Traded = $3.8 Trillion SECONDARY MARKET

2025 saw some fundamental shifts Sale or trading at prevailing mkt prices

*  Record trade count (up 14%) Banks/trust departments
« New issue volumeup 13%

Dramatic growth of SMAs and electronification of the market Individual investors

Municipal Securities Rulemaking Board

2025 Municipal Market Year in Review Insurance companies

Mutual funds




TYPES
OF

BOND
SALES

COMPETITIVE SALE

= Competitively bid
= Notice of Sale in the “Bond Buyer”

= Underwriters bid to buy bonds by

guoting interest rates & discounts or
premiums

= May not always result in lowest price

Depends on underwriters’
assessment of market and
Its ability to resell the bonds

-mm- Hawaii Sets

51 Bmion




NEGOTIATED SALE

" |ssuer/Borrower selects underwriter

" |nvestment banker seeks out likely clients and negotiates

TYPES OF terms

BOND SALES = Underwriting team has more time to prepare because
know will sell the bonds

Useful in certain conditions

- Who wants to | P\CK me\
buy it? P\CK me\

= Poor credit or security features
P\CKmE\ - = = Unusually large issue (> $300M) or small
P\CK me\ = New entity

Urder = Complicated issues - unusual financing terms,
— INnnovative structure or security

= Volatile market




TYPES
OF

BOND
SALES

PRIVATE PLACEMENT

Securities marketed directly
to a “Sophisticated Investor”

No underwriter, but may
have a placement agent

Usually place with banks
or institutional investor

Often higher interest rate because
bond not as liquid

But lower costs of issuance



http://mortgagefit.com/blog/
https://creativecommons.org/licenses/by/3.0/

TYPES
OF

BOND
SALES

LIMITED OFFERING

Similar to private placement

Very few bondholders

More than 2, but < 35 lenders




PRIMARY MUNI OFFERINGS

Percentage of New Issues by Bid Type and Tax Status, 2019-2023

TAX-EXEMPT TAXABLE
Competitive 29% 14%

Negotiated 66% 79%

Private Placement 5% 8%

Some sectors, such as general purpose and education, do not use the negotiated market as often, while other
sectors, including healthcare and housing, almost always use only the negotiated market.

The tax status of a deal also plays a significant role in the use of the competitive vs. the negotiated market. Since
taxable offerings and deals subject to the Alternative Minimum Tax (AMT) are infrequent and may be considered
more complicated than tax-exempt offerings, they are not typically brought to market using the competitive market.

T MSRB

Municipal Securities Rulemaking Board




ISSUANCE BY OFFERING TYPE AS % OF PAR ISSUED
2015- 2024

T

&0%

50%a

40%s

30%

R e —————e
0% i
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024
= Par Competitive Bid = Par Megotiated Bid = Par Private Bid

Source: LSEG




Detailed information about the bond offering differs
according to who buys the bonds

Official Statement (OS)
Public Offering

DISCLOSURE
DOCUMENTS

Limited Offering Memorandum (LOM)

Replaces OS

Private Placement Memorandum

Significantly less data




OFFICIAL
STATEMENT —

Disclosure to

, Mazjops ~NDg
Oy prospective buyers
PRELIMINARY | i

Terms of financing

: ——
& FINAL Node s OF s gy CTioy
s . '. .~.[h': ) . i . . .
._15.!:&,:475’ 57 ,15,-_,&&"3“111‘:::" ._ = T _ ':t':.;[ Paze g, FInanCIal |nf0 &
e ECLH.,_; _-"]h' .' -_EW' Lere "-HEE._-DDH : " Yok L':] .

operating data
Relevant parties
Project description

Must state if
non-compliant
within last 5 years

COLLEGE BUSINESS MANAGEMENT INSTITUTE




OFF|C|A|_ " History of institution

STATEM FNT— - Project description & cost data
(GENERAL = 5-10 years of institutional data
INFORMATION

= Demographics (10 yrs of data
Enrollment Data (HC & FTE)

Applications, admissions, matriculation
Retention and graduation rates
Housing occupancy rates
Faculty & Staff statistics

Number of degrees awarded




" Funding Sources

OFFICIAL

S Historical and comparative data

GENERAL & W e m

° ° .;':'. E',' .':'- g ;. ' ) B4 - -, LE,
P Tuition & Fees Schedules Cheemmee M T e SIS
ROJ ECT Resident & Non-Res, Restricted, Auxiliar R e

-'!L-' N % g ';l;":'-'-.,’:l ’..J;"’..;"-m.lrm iy

I N FO R M ATI O N FinanCial Statements s Cash and Gross Pledzes. by Fiscal Year (2011-2020) ($ in millions)** (Unandited)
|

" Financials

wWhy read the official statement?

Revenues & Expenses
“The official statemeut describes

the essential terms of the bouds, : : : : e . o B
ncluding call features, sources of ; Fl.nanCIal aid & private support
repayment, issuer’s covenants, (gifts/endowments)

and much wore.”
| EMMA » Pro-forma budget

Electronic Municipal Market Access

A service of the MSRE 1000 sl Sysien mnivarsity (inchiding YU Schools of Medidne Ciash Racate

COLLEGE BUSINESS MANAGEMENT INSTITUTE




pues=® - Primary offerings of $1 million or more

Send POS/OS to potential buyers

Continuing Disclosure to NRMSIR SEC RULE
Annual financials 'I 5C2' 'I 2

Notice of material events:

= Delinquent P & | payments

= Modifying bondholder rights

= Other non-payment defaults @= Bond calls

= Unscheduled DSRF draws
= Credit enhancement draws

= Defeasance

= Release, substitution sale
of securing property

= New or substitute enhancer
= Rating changes

COLLEGE BUSINESS MANAGEMENT INSTITUTE

= | oss of tax-exempt status




A RN

Municipal Market Disclosures

Continuing Disclosures Submissions, 2025

By number of documents

Other 16% — Bond Call 18%

Financial Obligation Incurrence or Agreement 3% ——————=

Budget 3% 4.
Rating Change 3% —.

Annual Fin. Info and . Data 23%
Quarterly/Monthly Fin. Information 13% nual Fin. Info and Oper. Da

Audited Fin. Statements or ACFR 22% ~




CREDIT
RATINGS




CREDIT
RATING

PROCESS

CREDIT RATING AGENCIES
“Large NRSROs":

MooDY'’s

&F.) Globa FitchRatings
atings

INVESTORS SERVICE

Analyze transaction or institution &
Issue rating indicating creditworthiness

----

“Investment grade” rating provides access o
to lowest cost of borrowing (interest rate

b “.“'\\-‘\

o oA

Revenue bonds secured by a limited

pledge usually rated lower than the
institution’s overall credit

COLLEGE BUSINESS MANAGEMENT INSTITUTE




MUNICIPAL

BOND
RATINGS

CREDITWORTHINESS

S&P MoobDY’s

FITCH

Investment Grade:
Strongest

Very Strong

Strong

Average
Speculative :

Speculative

Highly Speculative

Substantial Risk

Default Probable

Default Imminent

Interest Pmt Default

Defaulted/Bankrupt

AAA
AA
A
BBB

BB

CCC
CC

Cl

Aaa
Aa
A

Baa

Ba

Caa
Ca

AAA

BBB

BB

CCC
CC

RD






S&P
(GLOBAL
RATINGS

OUTLOOKS

ON U.S. HIGHER
ED RATINGS

U.S. higher education outlook distribution

M Stable
W Negative

B Positive

Source: 3&P Global Eatings.

Copynight © 2023 by Standard & Poor’s Fmmancial Services LLC Allnghts reserved.

EEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEEE




U.S higher education rating distribution

70 ® Public
S & P GLOBAL ” __
RATINGS jz B
DISTRIBUTION .
ON U.S. HIGHER .
eoras l
’ AAA AA+ AA A BBB+ BBB- BB+
and
below

Source: 5&P Global Ratings.

Copyright © 2025 by Standard &Poor’s Financial Services LLC Allnights reserved.




“S&P Global Ratings expects continued credit quality divergence, with weaker-positioned

Institutions - often smaller, more regional private colleges and universities - being disproportionately

hampered by operating pressures, including increased financial covenant violations.”

By the numbers | U.S. not-for-profit higher education

Rating category distribution Private universities median metrics over time

FTE enrollment growth Met aperating margins

SG  AAA

9.6% 4.5% [.3% 0.4%

CREDIT

2022 2023 2024 2022 2023 2024

MONITORING

Rating and outlook actions

Jowngrades to
2.8:
0 ]

Untavorable to
outlook revisions

4.

"U.S. Not-For-Profit Higher Education 2026 Outlook:
Lower Expectations For Higher Education”
S&P Global Ratings 12/02/2026

Copyright & 2026 by Standard & Poor's Financial Services LLC. All rights reserved.

Cash and investments/dabt

2022 2023 2024

Average investment returns

I".I

of

'H._.-'II

2021 2022 2023 2024 2025

Data as of Oct. 31, 2025, Fiscal years cited above. 5G--Spaculative-grade, FTE--Full-time equivalent, Source: 5&P Global Ratings, Wilshire Trust.




MOODY’S HIGHER ED RATING FACTORS

Market Operating Financial Leverage Financial

- Performance Resources & -
rrofite & Liquidity Coverage rolicy




August, 2021
Changes reflect ncreased emphasis ou

HIGHER EDUCATION & wore direct assessvnjwr of market
SCO RECARD position, governance and wanagement

and operating ewvironment
PREVIOUS REVISED

Factor Sub-Factor Factor Sub-Factor
Broad Factors Weighting |Sub-Factors Weighting Broad Factors Weighting | Sub-Factors Weighting
scale 15%  |Adju ' Enue 15%
Market Profile 30%% Scope of Dperations 15% Market Profile 20%% Brand & Strategic Positionin 10%%
Operating Revenue (S000) . | .Dpemtinﬁmirnnm ent | 10%%
Reputation & Priang Power 5%
Annual Change in Operating Revenue (%)
| Sstrategic Positioning 108 _ | | |
Operating Performance 25% Operating Results 108 Operating Performance 10%% EBIDA Margin 10%
Operating Cash Flow Margin (%) | 11 59 | (Earnings Before Interest, Depreciation
Revenue Diversity 15% and Amortization)
Maximum Single Contribution (%)
Wealth & Liquidity 25%  |Total Wealth 10%% Financial Resources 25%  |Total Cash & Investments 10%
Total Cash & Investments (S000) & Liquidity
Cperating Reserve 108% Total Cash & Investments to 15%
Spendable Cash & Investments to Oper Exp (x) _ _ _D-p-emting Expenses
Liquidity 5%
Monthly Days Cash on Hand
Leverage | 20% Financial Leverage ' 10%: Leverage & Coverage | 20% |Total Cash & Investments to ' 10%
spendable Cash & Investments to Total Debt (x) Total Adjusted Debt
Debt Affordability 1085 Annual Debt Service Coverage 10%%

Total Debt to Cash Flow (x)

< Financial Pﬂlié 10% 10%
& Strategy | | |

100%  |Total Scorecard-Indicated Qutcome ' 10055 ' 100%  |Total Scorecard-Indicated Qutcome 1005




CREDIT MONITORING

Moody's Quarterly Municipal Rating Revisions

Upgrades as a percentage of rating revisions (%) s Downgrades as a percentage of rating revisions (%)

e Bl BT

REVIEWS

Q12022 Q22022 Q32022 Q42022 Q12023 Q22023 Q32023 Q42023 Q12024 Q22024 Q3 2024 Q4 2024

As of December 31, 2024. Source:
Moody's Ratings

In 2024, municipal issuers experienced more credit rating upgrades than downgrades, a trend observed since 2021.



S&P PUBLIC UNIVERSITY RATINGS BY CATEGORY

W mr < > wm

Indiana University JAVAVAN Stable
Purdue University JAVAVAY Stable
Texas A&M University System JAVAVAY Stable
University of Michigan JAVAVAY Stable
Univ. of No. Carolina-Chapel Hill JAVAVAY Stable
University of Texas System JAVAVAY Stable
University of Virginia JAVAVA Stable
University of Kentucky AA+ Stable
University of Houston AA Positive
University of Arizona AA- Negative
University of North Carolina-Charlotte A+ Positive
Western Michigan University A Positive
University of Louisiana-Lafayette A- Stable
Lake Superior State University BBB+ Negative
Missouri Western State University BBB Stable
Alabama State University BBB- Positive
Northeastern lllinois University BB+ Stable
University of Puerto Rico CC Negative

Many AAA
universities had
enrollments > 50,000

Many AA
universities had
enrollments > 30,000

Speculative Grade
(SG) ratings now only
on Northeastern

lllinois University &
Univ. of Puerto Rico
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“Outooks are e ’ga dive. =z _
MOODYS FitchRatings  S&P Global

Negative Deteriorating Negative
H |GHER ED What S&P is Watching...
R N pos
OUTLOOK =N |
New federal Eprollmeqt Rising costs and
. amid changing .
policies operating

demographics pressure persist

2026 — @

Liquidity & Management Increasing
financial flexibility actions event.-rkelated
risks

"Facing ongoing pressures on operating budgets, colleges and universities are prioritizing

strategies that enhance financial flexibility.” - S&P Global Dec 2025
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CREDIT
MONITORING
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How do investors learn about your credit?

Information disclosed in preliminary
official statement

Audited financial statements
CRED|T Credit Rating issued by rating agency
ANALYSlS Institutional General Obligation Rating

Project Rating




ADVANCED CAPITAL
FINANCING — PART 2

PRODUCTION
KENNEDY BYRN Z4
N-DODDP

DIRECTOR el LR e —
CAMERA ______A(___———————-——'
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