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CAPITAL BUDGET

Table 7. Sourceg & Use
" Longterm

s by Campys
(dollars ip, thousands}
Projectiong Estimated

through

Ithaca Campuys . Sources FY 2023

e L. Giffs iy Hand
. i gle '
= Major maintena

Tota]
= Renovate assets

Resources T
6. State Up; versity C Onstruction Fypd®

7. Grants & Other Externgf Sources®
8. Externa| Debt*
9, Estimate

" Buy or build assets

. Multi-yearlivgs,
such as buildings
orequipment



Auditorium

A

HiLLSBOROUGH
Community College

Visitor Center




Innovation
Hub

THE UNIVERSITY

| WISCONSIN

MADISON

)
I

N
#

TENNESSEE : e QOO ‘VC(‘)iI;egeof Studen;

THE UNIVERSITY OF

KNOXVILLE

Engineering Housing



DEFERRED
MAINTENANCE



AVG AGE OF
- CAMPUS ASSETS
| (U.S. HIGHER ED 2025)

CURRENT
U.S. BACKLOG

APPA & CBRE. (n.d.). Higher Ed Facilities Forum: Deferred maintenance backlog and average asset age in U.S. higher education.
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PROJECT SUMMARY —

North Campus Student Housing - Phase IVib) - Oak Hall/Denny Field E e 3 G - E U N l V E R S l T Y Of

COVID updote: Praject i= nearing completion [(Augl. Interruption wowld be too costly. ﬁ \ 1 WA S H I N G TO N

REGENTS ACTIONS:
February 2019 * Approved project budget and funding plan.

OBJECTIVES: . Complete Phase IV of ten-year plan to increase capacity and provide safe, affordable,
quality student housing. Oak Hall will provide am additional 360 beds to the 1,774 beds
completed in Phase Wig) (Madrona, McCarty, and Willow Halls).

DESCRIPTION: This project will include the construction of Oak Hall and landscape improvements in the area behind
Lewis Hall as well as the reconstruction of Denny Field as an artificial surface all-=eason field with lighting starting in
hay 2019 with occupancy in fall 2020. North Campus Housing Phase IV(b) originally included the demolition and minor
site restoration of Haggett Hall. The demolition and potential redevelopment of Haggett Hall is accounted for in the
Housing & Food Services (HFS) proforma in fiscal years 2021-2027 as a capital expenditure that is not yet approved Dy
the University of Washington Board of Regents.

FINAMCIALS:
. P I F ling
Consultant Services S660,120 1% UW - Housing & Food Services $62 200,000 95%
Construction Cost 551,922 061 T UW - HFS previously funded £3,300,000 5%
FR&E & Other Costs 5,833 413 9%
Contingency 52,516,754 43t
Haggett Hal - 03t
Accrued Costs to Date 24,567 652 k.
Total Project Budget %65,500,000 100% Estimated Total Funds %65,500, 000 100%
BEMCHMARKS:
Proi

Costs escalated to 20705 (project costs)

Stanford Benchrmark of west coast university housing previous five years (§155,750/bed).
Maple and Terry Halls ($132,000/bed)

Lander Hall {31535,500vbed)

METRICS & INDICATORS:

ltemn Current Targets ltemn Current Targets
Met Assignable 5F 66,979 287 886 Construction CostiGSF $455 %255
Gross 5F 108,195 435,651 Project Cost/G5F 3563 $321
G5F/Bed 300 415 Froject Cost'Bed 161,000 5133,000
EFﬁCiE"L":," I:NASF-"G 5'-—] f205 GAE%

SCHEDULE:
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PROJECT SUMMARY Category: Grawih

Type: Instivutional Capital

U N I V E R S l T Y Of College of Engineering Interdisciplinary Engineering Building - Phase l{a)
WASHINGTON REGENTS ACTIONS:
June 2020 s [Project approval for 875 million.

»  Delegated suthority to award Design Build contract.
o Site selection.

OBJECTIVES: »  Provice an educational experience that prepares undergraduate students 1o be l2aders.
»  |ncrease diversity and access to foster excellence.
= Build interdisciphinary collaborations that inspire innowation.
s (Creste industry partnerships 1o inoreass impsc
s Focus on key global challenges where they achieve greatest impact and excellance.

DESCRIPTION: Tre new |EE faciliny waould provide much needed capacity wo alleviate existing deficits within the College of
Engineering, and provide student services and 3 “home base™ for the freshmen and soohomors classes. The [EB would provide
substantial project and curricular space. balanced with research and faculty office arezs to support the growth in student
enrollment. The IEB would alse provide mare space for industry-sponsored senior Capstone projecs, which halistically combine
theary, practice, and design. Pairing students with industry professionals opens doors to post-degres employment and strengthens
IUniversiy-industry connections.

FINAMNCIALS:
Eroposed Project Budget Propaozed Funding
Arguisition/Enabling Cos= £13000000 173% (OFt State Capital Request 17-19 £800,000 0.3%
Consulant Services 25,067,038 0.7% (OFM State Building Account 19-21 £4,000,000 5.3%
Construction Contracts §02705778  T0d% O State Capital Request 21-23 £45 400,000  e05%
Equipment §1,240635 1.7% Donor Funding £2.200,000 37%
Project Manzgement 2471013 13 Dbz IR 10000000 133%
Cther Costs linc Ar s4718.538 0.6% Unit Equity £12200000 163%
Total Project Budgzet £75,000,000 100% Estimated Total Funds 575,000,000 100%
BEMCHMARKS:
Project Gross SF Project Cost Cost/GSF
Maonzana State University - Asbjornson Hall 109.000 £62356,720 £572
\niversity of Alaska - Integrated Soence Facliny 124,000 £53.500,080 £302
IV Gates Center for Computer 3dence & Engineering 135.000 £115352.100 £354
N Miclecular Engineering Building 90,300 £55.097.639 £1,053
METRICS & INDICATORS:
ltem Current Targsts lzzm Curren: Targes
Mgt Assignablz 3F 43,500 Construction Cost/G5F - s70d
(Grosz 5F 75,000 Praoject Cost/GSF - 51000
Efficiency (NASFGSF) 8% Cperating Costs/G5F - £7.54
Renews! Cozrs/G5F - £5.36
SCHEDULE:
A i v J % 3 5 | e FF ] F] | I ] | _ Er 1
Interdisciplinary Engineering Building Cotlor ol s uralan oo il inelor i) faslin o wilorsl



FUNDING
OF

CapmaL | Restietedrees’
PROJECTS

Gifts and grants

Endowment Income

COLLEGE BUSINESS MANAGEMENT INSTITUTE




Revenues Pledges
by Source of Capital

REVENUE

*Revenue Pledge

*Specifically Defined
Revenue Source

*No Taxing Power

*Not Subject to
Appropriation Risk

GENERAL
LEASE
OBLIGATION
e Full Faith & Credit *Special Obligation

Pledge
* Taxing Power

* Not Subject to
Appropriation Risk

Pledge

*All Legally Available
Revenues

*No Taxing Powers

*Subject to
Appropriation Risk




FUNDING
OF
CAPITAL
PROJECTS
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Enterprises
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9%

Grants &
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$1,008.2
24%

Sales, Fees
& Misc
$631.6

15%

University of Minnesota
Budgeted Revenues FY20

in millions

Gifts & Endowment

$271.6
7%

$4.2

Billion

Fed Approp
$17.6
0%

State Approp
$694.1
17%




FUNDING
OF
CAPITAL
PROJECTS

University of Minnesota
Budgeted Revenues FY20

in millions

Gifts & Endowment Fed Approp
$17.6

Auxiliary 0% State Approp
Enterprises $694.1
$387.6 17%
9%

Grants &
Contracts
$1,008.2 Billion

24%

Tuition
Sales, Fees
& Misc $1,023.4
0
$631.6 ICR 24%
15% $158.7
4%
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University of Minnesota

Budgeted Revenues FY20

in millions
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WHERE DEBT IS BORN!

Maturity period:
Safety:

Examples:

Money Markets

Short-term: <=1 year

Lower risk

Treasury bills
Commercial paper
Certificates of deposit (CDs)

Capital Markets
Long-term: > 1year

Higher risk

Treasury bonds
Municipal bonds
Corporate bonds
Stocks (equity)



DEBT
BASICS
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WHAT IS DEBT?

* Aloan from a person, corporation, government, or nonprofit entity
* Generally, interest bearing

* For a specific period - long-term or short-term

* Usually with agreed upon repayment schedule
* Examples of types of debt

Loan (e.g. home, auto, student) Note
Bond Credit card
Commercial paper |IOU




DEBT vs. EQUITY

DEBT EQUITY

A financial obligation owed * Ownership in a thing
by one person to another « Company

* Real estate property
* Vehicle

Based on promise to repay
amount borrowed + interest

* If you own stock of a company,

* No ownership component
you are part owner of the company

* Borrower commits to repay from N Chold . .
* No guarantee stockholders will receive
some stream of revenues or assets O guarantee stocknolders will receive

* Returnoninvestment (e.g. dividend)
* To not pay on time is a default . Price paid for stock

 Oranything else




WHAT ARE
BONDS?
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= Debtissued for a period
of one or more years

= Bonds can be outstanding for
30 years or more, even 100 years

= Short-term bond typically
matures in less than 3 years

= Borrower pays interest periodically —
often every 6 months

= Borrower repays principal amount
of bond at specified times —
often one payment per year




Dutch East India Co.
issues bond on
Nov. 7, 1623
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A BIT OF
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1812
New York City
issues 15t U.S. local
govt debt
instrument
to fund local canals

a “municipal bond”
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INSTITUTIONS HAVE OPTIONS
PAY WITH CASH OR BORROW?

Pay-As-You-Go Debt Financing

* Construct or acquire only as * Construct or acquire assets as
revenues become available needed
e Currentusers bear cost e Current & future users bear cost
* Construction/acquisition capacity * Enhanced construction/
limited to available funds on hand acquisition capacity
* Lower total cost of financing * More affordable as payments
spread over time
* Financial sustainability
* Finance over useful life of assets

| U\




WHY BORROW?

NEW MONEY DEBT

For capital projects

* Housing, classrooms, research buildings,
athletic facilities, etc.

Hmm.. we can
earn more by
keeping our
funds invested.

For short-term operating needs
* In anticipation of gifts

* To cover cash flow during fiscal year

For strategic initiatives:

* Avoid liquidating endowment during
periods of market weakness

= Pay for new acquisitions,
e.g, land & other real estate assets




WHY BORROW?

REFINANCING

To pay off existing debt

To create debt service
savings by issuing new
bonds at lower interest rate

To remove restrictive

requirements of

outstanding bonds /
avoid covenant default

We need
a break
from this high
debt service!




WHY BORROW?

FINANCIAL LEVERAGE

YOUR MONEY
VS.
OPM torned

If investment income > than “all in” cost
of borrowing, then advantageous to borrow

COLLEGE BUSINESS MANAGEMENT INSTITUTE




PUBLIC INSTITUTIONS HAVE OTHER REASONS

PRIORITY 1 - EMERGENCY
e LIFE SAFETY PROJECTS

State appropriations o STATE FIRE MARSHALL DEFICIENCIES

e SPECIAL PROJECTS, AS ASSIGNED BY THE AVP F&S

i n S Uffi C i e nt O r n Ot ava i "a b le PRIORITY 2 - URGENT - BASIC HUMAN NEEDS PROJECTS

e POTABLE WATER
« INDOOR AIR QUALITY
Scarce state funds e PROPERLY FUNCTIONING RESTROOMS
e PROTECTION FROM THE ELEMENTS (WATER INTRUSION, ROOF/WINDOW
LEAKS)

C a p Ita l out lay p I’i O rlty SySte m PRIORITY 3 - EXPEDITE — EDUCATION SPACE IMPROVEMENTS

e EDUCATION - CLASSROOMS
e RESEARCH - LABS
e WORKPLACE ENVIRONMENT PROJECTS (HVAC/POWER/LIGHTING)

* Auxiliary enterprises usually not
PRIORITY 4 — EXPEDITE — NON-EDUCATION SPACE IMPROVEMENTS
funded by the state »  RESIDENCE LIFE

e RETAIL
e RECREATION
e FACULTY & STAFF SPACE

State debt limits

PRIORITY 5 - ROUTINE
e FINISHES
e FLOORING

States’ priorities differ . PAINT

PRIORITY 6 - EXTERIOR (EMERGENCY REPAIRS CAN BE ASSIGNED TO
PRIORITY 1 OR 2)
e LANDSCAPE
WALKWAYS
ROADWAYS

COLLEGE BUSINESS MANAGEMENT INSTITUTE




WHY BORROW MONEY?

= Capital projects = $$$
= Difficult to fund with cash on hand
= Construction inflation

= Competing campus needs

= Gifts

Promises of gifts M',,{ PLEDGE

Address
City/State/Zip

= Capitalcampaigns e

| commit to give S over the next year.

| plan to give:

= Multi -year p led ges Oix OWeekly OTwiceamonth OMonthly OQuarterly DOther




TAX-EXEMPT MUNICIPAL BONDS

* Over 80,000 municipal bond issuersin U.S.

ﬂ = -

* State or local governments bonds Py (/==

* Public purpose projects
* Governmental

* Nonprofit organization _ e | = s f‘-*i'_.;_;. — =

* Interest paid to investors exempt - ~ _. | INDISE 7= R
m ini e O T S e 2 2 sty
from certain income taxes e sl (SR K[ e

 Federal Income Tax

e Some State Income Tax

* Includes higher education bonds e —.




TAX EXEMPTION

v’ In 1913, tax-exempt debt created by
Congress

v" Revenue Act of 1913 excluded
interest income from municipal bond
iIssues from federal taxes

v’ Borrowing was not most common
method of financing facilities until
federal programs of 1950s

v Codified in Title 26 of the Code of
Federal Regulations (CFR)




BENCHMARK TAX-EXEMPT AND TREASURY YIELDS

As of December 31, 2025

5.0%

4.5%

4.0%

3.5%

3.0%

2.5%

2.0%

1 2 3 3 7 10 20 30

Years to Maturity
w5 Treasury ~ === Bloomberg BVAL AAA Callable

Source: Bloomberg Finance LP, U.S. Departrment of Treasury

COLLEGE BUSINESS MANAGEMENT INSTITUTE

The tax exemption enables
highly rated municipal
issuers to issue debt at

rates even lower than the

Treasury market and allows

municipalities to provide
essential services and
projects cost effectively.



2323 peacock

BACK THAT
YEAR UP

SHOULD
TAYLOR SWIFT o TikTok
BUY BONDS?

R

')f |

« Taylor' Swift just
. became a billionaire.



HIGHER
ED BOND
MARKET
ISSUANCE

1880s

AR

e

Port of New Orleans - first U.S. “authority”
to issue revenue bonds

Port of New York and New Jersey becomes
1st interstate authority — “Special District”

Use expands for purposes previously
financed by G.O. bonds (e.g. utility
projects, local public housing)

Nearly 54% of all U.S. muni revenue bond
Issues

$44B sold in 2025; up by 8%




SO, YOU HAVE DECIDED TO BORROW...
BUT WHAT RISKS TO CONSIDER?

Affordability * Counterparty risk

Staff workload * External monitoring

* Rating agencies, trustees, investors

Changes in tax law

e Contractual risk

Unpredictable investor behavior

e Covenantviolations

Compliance reporting

. | . -
» Disclosure requirements Changes in interest rates




"Don’t worry — I used
a bond issue."



HIGHER ED MUNI BOND DEFAULTS

Year Institution State
2014 Thomas Jefferson School of Law CA
2015 Dowling College NY
2017 Birmingham-Southern College AL
2020 Bradford College MA
2022 Cazenovia College NY
2024 University of the Arts PA
2024 College of Saint Rose NY
2025 Notre Dame College OH
2026 Hampshire College MA

2026 Harrisburg Univ of Sciences & Tech PA
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GOING TO MARKET:
THE WORKING GROUP

Investment . . Credit
Banker/ Financial Enhancer

Lenders/

Issuer &
Bondholders/ Trustee

Borrower Advisor AKA Credit

Underwriter Provider

Investors




ISSUERS

States & Political Subdivisions

* Public Colleges & Universities

* Institution’s corporate entity (board),
if authorized by law to issue debt

Debt Issuing Authority
Public Trust
Governmental Issuing Authority

Special Purpose Nonprofit
Corporation —a “63-20 Corp”

* Formed under state nonprofit law
for purposes of issuing obligations
on behalf of a political subdivision

CONDUIT ISSUER:

* [ssues bonds for project, then
loans proceeds to borrower

* Compensated at closing and
annual fee

* May require additional compliance
and contracts

* External monitoring

* Additional tasks associated with
agencies, trustees, investors

CMFA

California Munieipal
Finance Authority

GEORGIA

BUILDING AUTHORITY

TA

inance Authority

. LOUISIANA PUBLIC FACILITIES AUTHORITY

f SM
Massachusetts Educational

Financing Authority

Rhode Island
Health and Educational
m Building Coorporation




BORROWERS

The actual user of bond proceeds

May also be the Issuer if have legal authority
Entity that will own facility

Borrows bond proceeds from Issuer

Provides revenues to Issuer for repayment of debt

" Revenues usually assigned directly to Trustee

3

z

1867

HOWARD
UNIVERSITY

O

OLD DOMINION
UNIVERSITY,

REAL ESTATE FOUNDATION

WS THE

(é UNIVERSITY
FINANCING

FounDATION, Inc.

UNIVERSITY OF LOUISVILLE
FOUNDATION

UNIVERSITY SYSTEM

OF GEORGIA
FOUNDATION, INC.




MUNI BOND INVESTORS (5 BLACKROCK
AKA LENDERS / BONDHOLDERS Y BNY MELLON

Holders of Municipal Bonds—As of September 2025

Other 2%

Brokers and Dealers <1%
Foreign Holdings 3%
Maoney Market Funds 3%
ETFs 4%

Individual investors are Metlife
by far the largest holders
of municipal bonds, holding

nearly 70% of outstanding
securities, 48% directly K
and approximately 21%

through mutual funds.

Insurance Companies 9%

Households 48% P I M C O

Individual investors
are drawn to municipal
securities because of the tax
exemption and their relative Prudential

safety given historically l Financial
low default rates.

Banks and Credit Unions 9%

Mutual Funds 21%

Source: Financial Accouwnts of the United States, Board of Governors of the Federal Reserve Systern, January 20324 = STATE STREET
= INVESTMENT MANAGEMENT

COLLEGE BUSINESS MANAGEMENT INSTITUTE




TRUSTEE

* Bank trust department
 Holds funds in trust for bondholders

* Represents bondholders
over life of bonds

e Maintains funds/accounts

* Project/Construction Funds
* Principal & Interest Funds

 Debt Service Reserve Funds

* Approves requisitions/invoices

* Compensated at closing
and also annual fee

COLLEGE BUSINESS MANAGEMENT INSTITUTE




INVESTMENT BANKER

AKA UNDERWRITER

- ——

-

 Provides advice on
structure of bond issue

 Purchases bonds

* Resells those bonds
to investors

* Manages bidding for
competitive sale

* May manage investment
of bond proceeds

oldman
achs

Jefferies

PIPER | SANDLER

RAYMOND
JAMES®

% RBC |
Capita
\R\BC Markets

STIFEL
NICOLAUS

WELLS
FARGO



FINANCIAL ADVISOR (FA) /
MUNICIPAL ADVISOR (MA)

* Borrower’s representative
* Often registered investment banker
* Performsinitial analytical work

 Advises on bond issuance structure,
timing and terms, and method of sale

* Manages sales process
* (competitive or negotiated)

NAMA

NATIONAL ASSOCIATION OF MUNICIPAL ADVISORS







CREDIT ENHANCER
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https://fixedincome.fidelity.com/ftgw/fi/FINewsArticle
https://fixedincome.fidelity.com/ftgw/fi/FINewsArticle

WHAT DO ALL THESE LAWYERS DO???1!1

Al

_all

Institution’s counsel
Bond counsel
Underwriter’s counsel
Trustee’s counsel
Issuer’s counsel

Credit Enhancer’s counsel

COLLEGE BUSINESS MANAGEMENT INSTITUTE




BOND COUNSEL

SLecialize in bond transactions

Legal opinion
* Certify issue meets tax-exempt regulation
* Legal, valid and binding obligation

Ensure procedures necessary to make
commitments binding have been followed

@,
orrick

KUTAKROCK

PARKHURST& HORTON /

%mém/

DELAFI ELDhWDC-“D

A
NORTON ROSE
FULBRIGHT
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BOND COUNSEL SELECTION

Retain experienced Require listing in

counsel who knows “The Bond Buyer’s
institution well Municipal Market Place

Directory”

Select through

RFP process “RED BOOK”

COLLEGE BUSINESS MANAGEMENT INSTITUTE




UNDERWRITER’S COUNSEL

Represents investment bank underwriting the bond sale

Responsible for protecting underwriter from legal and financial liabilities

Performs due diligence review of issuer/borrower ensuring that issuer's
financial condition, future plans, and other pertinent details are accurately
disclosed

Ensures offering complies with securities law and rules set by Municipal
Securities Rulemaking Board (MSRB)

Drafts Bond Purchase Agreement and reviews other bond documents




RATING AGENCIES

11 NRSRO Entities

SECURITIES & EXCHANGE COMMISSION (SEC) 3 credit rating agencies
are most commonly seen

OFFICE OF CREDIT RATINGS in higher education:
Examines and monitors credit rating agencies registered as MOODY’s
nationally recognized statistical rating organizations INVESTORS SERVICE
(NRSROs)

Develops and administers rules affecting NRSROs S&P Global
Rating agencies reviewing higher education credit Rati ngs
typically look at the same things:
Demand FitchRatings
Management

Finances
Debt
| ./ al divisions-off office.crodit.ratings/ )

COLLEGE BUSINESS MANAGEMENT INSTITUTE


https://www.sec.gov/about/divisions-offices/office-credit-ratings/current-nrsros
https://www.sec.gov/about/divisions-offices/office-credit-ratings/current-nrsros
https://www.sec.gov/about/divisions-offices/office-credit-ratings/current-nrsros
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RATING AGENCIES

* Generally are rating a security’s credit worthiness and risk of default
for a particular bond issue

* Many sophisticated investors do their own credit research, but...
ratings play a critical role in perception of Borrower’s creditworthiness

* Public credit ratings allow for a bigger investor base and enhanced market access

Investment Grade Rating Scales

Moody's  Aaa Aal Aa2 Aa3 Al A2 A3 Baal Baa2 Baad

S&P/

Fitch AAA AA+ AA AA- A+ A A- BBB+ BBB BBB-




DEBT
INSTRUMENTS




TAX-EXEMPT, AMT & TAXABLE BONDS

Lowest cost

Interestis Federally
tax-exempt & might
be State tax-exempt too

Issued by State and
Local governments,
certain non-profits

Finance projects owned,
operated, or used by a
government for its own
public purposes

* Slightly higher cost

* Interest subject to
Federal AMT

* Private Activity Projects
— outside realm of pure
governmental functions

* Airports, housing
agencies

* Not for profit 501(c)(3)

* Highest cost

* |nterestis included in

gross income for federal
income taxes

* Projects are taxable if do

not provide significant
benefit to general public




TYPES OF MUNICIPAL BONDS

GENERAL OBLIGATION (G.O.) BONDS

“Full faith and credit” —all revenues, maybe all assets

Secured by a govt. agency’s pledge of tax revenues
Power/obligation to tax strengthens credit

REVENUE BONDS

Secured by specified revenue stream of an entity

User fees, tolls, rents, tuition, services charges, license fees, special purpose tax
assessments

PRIVATE PLACEMENTS/LIMITED OFFERINGS

Non-public offering
Between 1 to 35 bondholders




GENERAL BOND TERMINOLOGY

Principal /Par Amount ¢ Total amount of indebtedness

Maturity Date e Repayment ate of bond issue

Annual interest rate on bond issue

Coupon Rate Usually expressed as % of Par amount

e Amount paid to buy a bond in exchange for

Price future receipt of principal & interest pmnts
_ Principal
vield ® I[ncome return on an investment
e Usually shown as % of Par amount
Annuity of Interest Maturity —
A
Price cbmi




BOND CHARACTERISTICS

LE: )¢ Maturity Bond Interest Rate

Status Term Sales Determination

* Tax-Exempt Bonds * Long Term Bonds * Competitive sale * Fixed interest rates for
| entire maturity or entire

* Must meet public * Interest usually higher * Negotiated Sale life of bond i
purpose rules the longer the maturity A
« Cannot finance e Short-term Debt * Variable interest rates
: l 4 oroi * Public Offering for the entire maturity

* Private Placement -

| » Taxable Bonds bank lines
[\ < More expensive *Must be paid down *Non public offering
: each year with 1-35 lenders
* Less compliance

reporting * Bridging

* Common for projects
financed with gifts



BOND CHARACTERISTICS

City of CDFA Coupon
Par > $4,420,000 Public Improvement Bonds, Series 2015 Rate
Amount
_ Principal
Mguinty —> Due March 1% Amount  Coupon Rate ield CUSIP No.
ate

0.350% 354730XG3

2015 $255,000 2.000%
2 300,000 2.000% 0.450% 354730XH1
2017 305,000 2.000% 0.650% 354730XJ7

Principal 2018 315,000 2.000% 0.900%  354730XK4
Amount 2019 320,000 2.000% 1.350%  354730XL2
2020 325,000 2.000% 1.700%  354730XMO
2021 330,000 2.000% 1.850%  354730XNS
2022 340,000 2.500% 2.100%  354730XP3
2023 350,000 2.500% 2.250%  354730XQl
2024 355,000 2.500% 2.350%  354730XR9
2025 365,000 2.600% 2.600%  354730XS7
2026 375,000 2.750% 2.750%  354730XT5

2034 485,000 4.000% 3.750% 354730XVO0




SOURCES & USES

EXAMPLE

SOURCES

Par amount (Principal) $81,000,000

Less: Underwriter’s discount (414,000) NOTE THAT

Total Sources $ 80,586,000 ONLY 85% OF
PAR VALUE

JsES | GOES INTO

Project (Construction) Fund $ 68,311,350

Capitalized Interest Fund 3,842,500 THIS PROJECT

Costs of Issuance 1,542,150

Debt Service Reserve Fund 6,890,000

Total Uses $ 80,586,000




TYPES OF BOND SALES

PUBLIC OFFERING
Competitive Sales:

Procure bids from a variety of underwriters
Negotiated Solicitation:
Selects one or more underwriter works to sell via negotiated process
PRIVATE PLACEMENT
Bonds purchased by an investor directly from the Issuer

o Borrower negotiates a price directly with Investor(s)
o Can be more expensive as smaller universe of potential investors

Factors such as security type, transaction size, and length of
repayment typically help determine best method of sale




NEW MUNI BOND ISSUANCE BY SECTOR

As oF 12/31/2025

Tax-Exempt Taxable
Amount Amount

Use of Bond Proceeds ($ Billion) Percentage ($ Billion) Percentage
General Purpose/ Public Imp $120.1 23% $10.9 33%
Primary & Secondary Education 101.0 19% 1.7 5%
Water & Sewer Facilities 46.1 9% 0.6 2%
Higher Education 41.6 8% 2.9 9%
General Acute Care Hospital 35.9 7% 0.4 1%
Public Power 34.4 7% 0.4 1%
Toll Roads, Highways & Streets 23.1 4% 0.2 <1%
Single and Multi Family Housing 375 7% 12.1 36%
Mass Transportation 15.7 3% 0.1 <1%
Other Proceeds 69.4 13% 4.1 12%
Industry Total $524.9 $33.3

Source: LSEG




OTHER SOURCES OF
DEBT-LIKE CAPITAL

Bank OEerati ng
Loans i

Capital

Leases




CAPITALIZED INTEREST (“CAPI”)

= Borrow early interest payments

= Buys time before project revenues are generated to pay debt service

= Construction period

= Project normalization/stabilization

= Oneortwo years
= |ncreases bond par value

= Must be offset by earnings on bond proceeds




DEBT SERVICE RESERVE FUND (“DSRF”)

Security against temporary
failure to make P&l payments

Often 1 year of debt service
payments

Max Annual Debt Service
(MADS)

Can be funded out
of bond proceeds

Surety bond
can substitute




COSTS OF ISSUANCE (“COI”)

100% ¢ Example

Trustee/Paying Agent fee
Other legal fees

}

All Other 6.16%

80 Rating Agency 7.86% Rating agency fees
FA/Consultant 14.17% Financial Advisor fees
60 -
Bond Counsel 15.14% Bond counsel legal fees
40+ Underwriter’s spread
& expenses
Underwriters Discount
20 46.03% COI cannot exceed

2% of bond
sales proceeds




BOND PRICING

Bond price is often quoted as % of the face value of a bond

DISCOUNT BONDS

Coupon Rate <Yield

Investor pays less than
stated price

pays a “discounted”
amount

PAR BONDS

Coupon Rate = Yield

Investor pays
stated price

payS “par”
amount

PREMIUM BONDS

Coupon Rate > Yield

Investor pays more than
stated price

paysa “premium”
amount




CALL REDEMPTION PROVISIONS

* Calls exercised at option of issuer - not investors
* Calls usually exercised to achieve savings or restructure debt

* Optional 10-year call for flexibility is common

* Call must be exercised on specified date during specified timeline
* May be required by law
* May be required by legal structure of transaction

* Extraordinary Call

* (Call exercised upon occurrence of certain events
* May be optional

* Redemption Prices for Calls Vary

* Par

* Premium
e Make-Whole




PATHWAY TO DEBT ISSUANCE

Thinking About a
New Project

on Campus

Review of Demand &
Financial Feasibility
of Project

* Finance Office
approached about
issuing bonds for
new campus
residential housing
project

* Training at CBM!

* Confirm institution has
capacity to pursue this
project — there are
usually competing
needs!

* Begin ground- work:
understanding project
and financial feasibility

* Explore creation of a
campus Working Group

* Request For Proposals
(RFP) or Request For
Qualifications (RFQ)
for outside
professionals
(e.g.bond counsel,
municipal advisor,
underwriters)

Determine Type of Prepare Bonds for Sale Sale Completed
Debt & Finalize While Monitoring & Proceeds are
Working Group Market Conditions Distributed at Closing

* Assemble working * Finalize legal * Begin post-issuance
group, gain an documents compliance period
understanding of any
tax or legal issue * Obtain credit ratings * Tax-exempt proceeds

must be used timely
« AND begin document  * Obtain final authority,

preparation resolution, and * Compliance reporting
certificates and use tracking
* Match debt structure to
forecasted project * Monitor market * Credit monitoring
cash flow conditions for timing
of sale * Arbitrage tracking
* Confirm type of bond
sale e Complete due

diligence/collect
* Pursue approvals information




TYPICAL
LIFECYCLE
OF A

MUNI BOND

COLLEGE BUSINESS MANAGEMENT INSTITUTE

Municipality issues bonds

Al
o a———
 labis
"-f l ITM

Investor purchases bonds
online or via a financial
professional

4+ gfm

Issuer pays interest to
investors typically
semiannually

If bond is “called” Q

before maturity, the
principal (and sometimes
a premium) is paid to
investors on the call date

Issuer pays back

— principal to investors
IMSRB at bond maturity date

Municipal Securities Rulemaking Board

Q =TT ?
EIEI'L‘ BE

Investor may try to
sell bonds in
secondary market
before they mature




LOTS OF DOCS

Trust Indenture Bond Purchase Agreement

Loan Agreement & (FBPAY)

Assignment of Revenues ortgage and Security Agreement

Tax Regulatory Agreement Sontinuing Disclosure Agreement

Ground Lease Agreement =8 . Tax Certificate and Non-Arbitrage

Project / Facilities Lease Certificate

Agreement Legal Opinions

Bond Resolution

Preliminary & Final  Official
Statement (“OS”)

And many more!




OFFICIAL STATEMENT

* Primary offering document used to sell bonds
*ltincludes

* Terms of the offering

*Legal security

* Tax status

e Financial information about Borrower




BOND
CLOSING

COLLEGE BUSINESS MANAGEMENT INS E




BOND CLOSING

 Culmination of purchase and sale transaction

* Legal opinions delivered

* Documents assembled and signed

e Bonds “delivered”

* Funds are wired to Borrower
(though Trustee)

COLLEGE BUSINESS MANAGEMENT INSTITUTE




OFFICIAL STATEMENT & CLOSING
SPEND THE MONEY!

(FINAL) OFFICIAL STATEMENT

* Once pricing is final, a final Official Statement is prepared and distributed

CLOSING

* Legal process of approving & authorizing bond issuance concludes
* Closing preparations begin
* Bond proceeds are delivered

* Can immediate begin spending bond proceeds on authorized projects

Once you close the clock starts ticking on spending the money...
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POST-ISSUE

COMPLIANCE




POST ISSUANCE COMPLIANCE

BOND COVENANTS

o Debt Service Reserve Fund (DSRF)
o Debt Service Coverage Ratio (DSCR)
o Rate Maintenance

o Additional Bond Test

CREDIT RATING MAINTENANCE

o Issueris required to provide ongoing updates to rating agencies

CONTINUING DISCLOSURE

o Routine financial information on an annual basis (annual reports)

o Periodic notification upon certain events (notices of material




POST ISSUANCE COMPLIANCE

ARBITRAGE REBATE

* Prevent borrowers from issuing debt
purely to invest & make a profit

* Independent analysis of bond funds
required every 5 years

* If investment earnings > bond yield,
must rebate excess to U.S. Treasury

* Certain exceptions in tax code

COLLEGE BUSINESS MANAGEMENT INSTITUTE




Taxable Securities

Investment " If earning 4.25% on
Opportunity

Tax-Exempt Bonds

invested proceeds

" And cost of

ARBITRAGE \ Arbitrage borrowing is 3.25%

= Advantageous to
e —Beried borrow and keep

| Investments
Positive WOI’kIng

| “Arb"t Bc[nd Yield

\____\/

" Netresultis earn
1% per year

Negative
Arbitrage

Jan-00 Jul-00 Jan-01 Jul-01 Jan-02 Jul-02 Jan-03 Jul-03 Jan-04 Jul-04 WW”—LDAN

extending




CASE
STUDIES




BEST PRACTICES

* Build the best financing team possible
* Plan...plan...plan...
* Engage in the process

e Measure the risks

* Understand long-term commitments before issuing debt

* Know your limits

* Legal, debt capacity, time staff can commit
* Life after issuance...

* Ratings

* Continuing disclosure

* Arbitrage rebate

Remember
that your
institution is
committed to
these terms

for the life of
the bonds
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