Capistrano Unified School District

Presentation Regarding

CAPISTRANO Final Results of I
P

District Refinancings A

Government
Financial
Strategies
inc.

Presented by Lori Raineri
January 23, 2013




Agenda

B Review of District’s Use of GFOA Best Practices

M Review of October Presentation Regarding
Refinancing Candidates

M Savings to District Budget
— Certificates of Participation

'z
o

M Savings to District’s Taxpayers
— Measure A
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GFOA Best Practices Implemented |

® Use of Independent Financial Advisor

M Selected Financial Advisor Via RFP Process
M Use of Competitive Bid Process

M Refinancings Pursued

M Selected Bond Counsel Via RFP Process / Fee
Quote Process

M Call Features Incorporated into New Issuances
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Conditions During Our
October Presentation

© 2013 Government Financial Strategies inc. Capistrano Unified School District - Page 4



Huge Drop in Interest Rates Over 18 Months

Bond Buyer Tax-Exempt Municipal Interest Rates are Much Lower Now Than the Current
Index Rate Weighted Average Callable Coupon of the 2002 COPs and Measure A Bonds
6.50%

Maximum: 8.11%
Jan 13, 2000
l— Current: 3.68%

6.00% A ]
\\ l POctober 17, 2012
5.50% {

500 A M, h
W S AT

—

4.00% 'M A \
YV
3.50% /4
Minimum: 3.60%
3.00% Jan 18 & Feb 2, 2012
2.50%
0, -
2.00% —Bond Buyer-20 Year GO Bond Index
150% 1 ¢ Current Weighted Avg. Callable Coupon of Series A GO Bonds
¢ Current Weighted Avg. Callable Coupon of Series B GO Bonds
1.00% 1
° @ Current Weighted Avg. Callable Coupon of Series C GO Bonds
0.50% +— O Current Weighted Avg. Callable Coupon of 2002 COPs
0.00% + + + + + + + + + + + +
Jan-00 Feb-01 Mar-02 May-03 Jun-04 Jul-05 Sep-06 Oct-07 Nov-08 Jan-10 Feb-11 Mar-12

Date

The 20-Bond Index is the average yield on the 20th year maturity for 20 general obligation bonds with an average rating equivalent to Moody's
Investors Service's "Aa2" rating and Standard & Poor's Rating Service "AA". The Index is weekly as of each Thursday.
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Low Interest Rates + Call Provisions = Refi

Outstanding Weighted
Date Issuance as of Able to Callable Next Call Call Avg. Callable
Series Issued Amount Oct 18, 2012 Call? Principal Date Premium Coupon
Certificates of Participation o
= -
Series 2002 Apri02 $31,950,000 $22,845,000 VYes $22,845,0D@5\DEC 1, 2012 2 0% 9.17%
S - =
General Obligation Bonds, Measure A, Election of 19399 R
- Ty
Series A March-00 $17,400,000 $13,500,000 Yes $1 B,SDD,C]D[ﬁ\ Any _ J 0% 5.99%
e e e =
= ~
$17.875,000 $2.,230,000 Yes $2,230,0D@~. Any 2 0% 5.00%
Series B March-01 —_————
$12,124,930 $12,124,930 No $0 Non-callable / no ability to refinance
Series B Subtotal $29,999,930 $14,354,930 $2,230,000
= et T
Series C July-02 $17,600,000 $14,480,000 Yes $1 4,480,00@\ Any J 0% 5.12%
- -
Total for Measure A $64,999,930 $42,334,930 $30,210,000

(1) Current interest bond component of Series B Bonds; [2) Capital appreciation bond component of Series B Bonds.
Note: Measure A was approved in November 13893 by 72.9% of vaoters authorizing $685 million of bonds.

© 2013 Government Financial Strategies inc.

Capistrano Unified School District - Page 6



COP Was a Strong Refinancing Candidate

PV Savings as

Percentage of The $2,240,000, or 9.8%, in Projected Refinancing PV Savings for the
Existing Principal 2002 COP is Well Above Our Recommended Minimum Savings Threshold
12%

11%

9.8%
10%

9%

8%

7%

6%

5%

4%

1 e Present Value
304 - . Recommended Minimum 1 _ Savings - ____

i ]
| Savings Threshold $2.240,000

2%

1%

0% r
2002 COoP
Debt Issuance

Projected present value savings are based on MMD "AAA" rates as of October 3, 2012 + 130bp and are subject to change. Savings estimate has
been updated from the memorandum to reflect the Guaranteed Investment Contract used for the reserve fund of the existing COPs.
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As Were the GO Bonds

24%

22%

20%

18%

16%

14%

12%

10%

8%

6%

0%

Present Value
Savings as a
Percentage of
Existing Principal

The $5,520,000, or 18.3% in Projected PV Savings from Refinancing

the District's Measure A General Obligation Bonds is Significant

4% 1

2% 1

Debt Issuance
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21.9%
17.6%
Present Value
Savings =
$2,955,000
While below the savings threshold, Present Value
there is no other opportunity to Savings =
I—— refinance as there is only one year [—] $2,550,000
r—-=—-=-=-=-- 1 remaining on the bonds.
| jRecommended |
1 Minimum 1 \
7 Savings =f==--"=-"="-"""17TF+—————========c==—-[--~- -~ ~- """~ """~ —--~-~-
- Threshgold (. _l Present Value Savings = $15,000 l_
_______ o
0.7%
T I T I T
Series A Series B Series C

Projected present value savings are based on MMD "AAA" rates as of October 3, 2012 + 90bp and are subject to change. The Series B capital
appreciation bonds are not callable.




Certificates of Participation
Refinancing
Sold November 6, 2012
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Low Interest Rates Facilitated Refinancing

Bond Buyer
Index Rate

4.50%
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of Oct 24 presentation
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The 20-Bond Index is the average yield on the 20th year maturity for 20 general obligation bonds with an average rating equivalent to Moody's
Investors Service's "Aa2" rating and Standard & Poor's Rating Service "AA". The Index is weekly as of each Thursday.
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Market Demand for the District’s COP

Bid Three Underwriters Bid on the COP,
Ranking
5
@COP Bid
a4

@

Hutchinson, Shockey, Morgan Stanley

Erley

Underwriters
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Competitive Sale Method = Low Int. Rates

T"gg;ﬁ;‘gfﬁ For the COP, Hutchinson, Shockey, Erley Submitted the Lowest,
and Thus Winning TIC Bid

5.00%

0,
4.75% | oTIC |

4.50%
4.25%
4.00%
3.75%
3.50%
3.25%

3.00% [2.56%] EXEET —
2.75%

2.50% ———{2.19%] . .

2.25% .
2.00%

1.75%
1.50%
1.25%
1.00%
0.75%
0.50%
0.25%
0.00%

Hutchinson, Shockey, Erley Morgan Stanley

Underwriters

TIC rounded to nearest 0.01%. Ten of eleven academic analyses produced over three decades found that negotiated sales resulted in higher true
interest cost, with a minimum average of 10 basis points (0.10%) higher and a maximum average of 54 basis points (0.54%) higher; the eleventh
analysis showed no difference.
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$3.66M Total Savings = $3.19M PV Savings

Net Debt Approximately $3,660,000 in Savings from Refinancing the 2002 COP,

Service or $3,190,000 in Terms of Present Value
$2,500,000

More than $260,000 in average annual
$2,950,000 savings from 2012-13 through 2025-26
|
$2,000,000 ¢
\\____—————_____——_—
$1,750,000
$1,500,000
$1,250,000 . .
$3,190,000 in present value savings on
a $22,845,000 refunding corresponds

$1.,000,000 to a savings of nearly 14%

$750,000

$500,000

—Pre-Refinance Debt Service
$250,000
= =Post-Refinance Debt Service
$0

2012 2013 2014 2015 20168 2017 2018 2018 2020 2021 2022 2023 2024 2025 2026
Fiscal Year Beg. July 1

Debt service for 2002 COP reflects the application of the reserve funds to make the final payments.
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COP Refi Generated Significant Savings

Of the $3,190,000 PV Savings for the COP, It Can Be Argued That

PV Savings $560,000 Is Attributable to the Competitive Sale Method
$3,750,000

$3,500,000 OApproximate Savings

$3,250,000

$3,000,000
{woms

$2,750,000

$2,500,000

$2,250,000

$2,000,000

$1,750,000

%$3,190,000
$1,500,000
$1,250,000 $2,720,000 $2,630,000

$1,000,000

$750,000

$500,000

$250,000

$0

Hutchinson, Shockey, Erley Morgan Stanley

Savings rounded.
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COP Refinancing Exceeded Expectations

PV Savings Actual COP Refinancing Savings Are Considerably Better Than Budgeted

$4,000,000
OSavings - PV
$3,500,000
$3,660,000 i inal (total) |-
$3,000,000 savings = $|§5|1c91r8n5%c[) ?na]
0% 2% | / present value savings
greater [ greater
$2,500,000
$2,000,000
3,190,000
$1,500,000 5
$1,000,000 $2,120,000 $2,240,000
$500,000
$0
May 2012 Oct 2012 Nov 2012
- Estimate - Estimate - Actual

Savings rounded.
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Annual COP Savings More Than Budgeted

Net Debt
Service

$2,500,000

$2,250,000

$2,000,000

$1,750,000

$1,500,000

$1,250,000

$1,000,000

$750,000

$500,000

$250,000

$0
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$260,000 Average Annual Savings from Refinancing the 2002 COP
Is 36% More Than Projected in October & 44% Better Than May

_________________

May 2012 Savings Estimate: I
Nominal (total) savings: $2,510,000 |
PV savings: $2,120,000 :

Avg annual savings: $180,000 !

I October 2012 Savings Estimate: 1|
| Nominal (total) savings: $2,650,000 |
PV savings: $2,240,000

| _ _Avg annual savings: $190,000 |

—

I November 2012 Savings - Actual:
Nominal (total) savings: $3,660,000 I

PV savings: $3,190,000 I
_ Avg annual savings: $260,000

1 Pre-Refinance Debt Service
-~~~ Est 2012 COP Debt Service - May 2012

— —-Est 2012 COP Debt Service - Oct 2012

= =Post-Refinance Debt Service

2012

2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026

Fiscal Year Beg. July 1

Debt service for 2002 COP reflects the application of the reserve funds to make the final payments.
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Measure A - General Obligation
Bond Refinancing
Sold December 4, 2012
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Low Interest Rates Facilitated Refinancing

Bond Buyer Municipal Bond Rates Hit The Low Point the Week of the GO Bond
2 505 Refinancing, and Have Mostly Been Trending Upward Since
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The 20-Bond Index is the average yield on the 20th year maturity for 20 general obligation bonds with an average rating equivalent to Moody's
Investors Service's "Aa2" rating and Standard & Poor's Rating Service "AA". The Index is weekly as of each Thursday.
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Additional Demand for District GO Bonds

Bid While Five Underwriters Bid in Total, Three Underwriters Bid on the COP,
Ranking While Four Bid on the GO Bonds; Only Two Bid on Both
5
COP o e st Winring idder for ©COP Bid
place bid on the GO on the COP <G0 Bond Bid

A
4 A

3 . </\

@)

1 . 0

Hutchinson, Shockey, Morgan Stanley cIti JPMorgan
Erley

Underwriters
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Competitive Sale Method =»Benefit For GOs

True Interest

Cost (TIC) For the GO Bonds, Citigroup Submitted the Lowest, and Thus Winning TIC Bid

5.00%

0,
4.75% 1 ®TIC |

4.50%
4.25%
4.00%
3.75%
3.50%
3.25%
3.00%

2.75% 12.44% | 12.45% |

2.50% (2.16%] . .
2.25% .

2.00% [1.73%]

1.75% .

1.50%
1.25%
1.00%
0.75%
0.50%
0.25%
0.00%

citi Morgan Stanley JPMorgan JHutchinson, Shockey, Erley

Underwriters

TIC rounded to nearest 0.01%. Ten of eleven academic analyses produced over three decades found that negotiated sales resulted in higher true
interest cost, with a minimum average of 10 basis points (0.10%]) higher and a maximum average of 54 basis points (0.54%) higher; the eleventh

analysis showed no difference.
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$8.45M Taxpayer Savings = $7.46M PV

Debt Service Approximately $8.45 Million in Savings from Refinancing the District's
Collection Series A, B, & C, Measure A Bonds
$7,000,000
$6,500,000 —{ $650,000 in approximate average
annual savings from 2013-14
$6,000,000 through 2025-26
$5,500,000 / _________ \ \
—————— \
$50000 f~  ___-===""" N
~ S e e Q
.o - -
$4,500,000 N
$4,000,000
$3,500,000
Approximate total savings of
$3,000,000 $8,450,000, or $7,460,000 in
terms of present value, which
$2,500,000 equates to a 24.7% savings on a
refunding of $30,210,000
$2,000,000
$1,500,000
$1,000,000 C—Pre-Refinance
$500,000 = = —Post-Refinance

$0
2012 2013 2014 2015 2016 2017 2018 20189 2020 2021 2022 2023 2024 2025 2026
Fiscal Year Beg. July 1
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GO Refi Generated Significant Savings

Of the $7,460,000 PV Savings for the GO Refinancing, It Can Be Argued
That $1,460,000 Is Attributable to the Competitive Sale Method

PV Savings
$9,000,000

O Approximate Savings

$8,000,000

$7,000,000 $820,000

$1,460,000 $1,390,000

$6,000,000

$5,000,000

$4,000,000

[$7,460,000

$6,640,000
$3,000,000 $6,000,000 $6,070,000

$2,000,000

$1,000,000

$0

citi Morgan Stanley JPMorgan Hutchinson, Shockey, Erley

Underwriters

Savings rounded. The closeness of the TIC on the J.P. Morgan and Hutchinson, Erley, Shockey bids, despite different structuring (J.P Morgan had
higher coupons, coupled with a large premium, whereas Hutchinson, Shockey, Erley had lower coupons and a much smaller premium) results in
an anomolous outcome of a slightly greater savings from a slightly higher TIC bid.
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GO Refi Savings Exceeded Expectations

Actual GO Bond Refinancing Savings Are Considerably Better Than

Savings Estimates Previously Conveyed to the Board
$8,000,000
_______ S BSavings - PV

$7,000,000

35% |-

57‘? - greater
greater $8,450,000 i inal (total
$6,000,000 savings = $I92EBJFSIB%C[) ?na]
/ present value savings
$5,000,000
$4,000,000
_$7,480,DDD

$3,000,000

$5,520,000

$4,760,000
$2,000,000
$1,000,000
$0
May 2012 Oct 2012 Nov 2012
- Estimate - Estimate - Actual
Savings - PV

Savings rounded.
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$1.27 Est. Levy Savings = 12% Reduction

Tax Levy per Average Annual Projected Tax Levy Savings of $1.27
$;DD'UDU of AV Per $100,000 of A.V. from Refinancing the GO Bonds
14.00

Actual 2012-13 . .
tax levy = $11.71 - Projected Tax Levy Savings

|:| Projected Tax Levies - Post Refinance

$12.00 I
$10.00 1
$8.00 {— -
$6.00
$4.00 |
Since 2012-13 tax levy already
established, refinancing savings
for 2012-13 would be applied to .
$2.00 | reduce 2013-14 tax levy
$0.00

2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
Fiscal Year Beg. July 1

Projected tax levies are based on assumed growth in net local secured assessed value of 1% for 2013-14, 2% for 2014-15, and 3% annually
thereafter. To be conservative, tax levy projections do no account for cash on hand (interest earnings, delinquencies and penalties from prior years.
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> $2.0 Mil Attributable to Competitive Sale

$58?'g'08a1; gl\a]lcsea]‘;lilcllgs $1,460,000 in PV Savings

Over Last Place Bid
¥
4
Bid #2 ' Bid #2 ‘ Bid #3
DLl Morgan Stanley Morgan Stanley JPMorgan
Hutchinson
Shockey, Erley 2.56% TIC 2.16% TIC 2.44% TIC
2.19% TIC 2.63% TIC \ =7
Bid #1 Bid #4
Hutchinson
citi
Shockey, Erley
Certificates of Participation 1.73% TIC T 2.45%

$19,635,000

Final Maturity: Dec. 1, 2025 ‘I"\ General Obligation Bonds
“AA-” Insured Rating, | $27,455,000
“A” Underlying Rating, Final Maturity: Aug. 1, 2026
Sold November 6, 2012 “A+” Rating

Sold December 4, 2012
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Summary |

M District Savings - Refinancing Certificates of Participation
— Nominal Savings: $3,660,000
— PV Savings: $3,190,000
— Avg Annual Savings (2012-13 - 2025-26): $260,000
B Taxpayer Savings - Refinancing General Obligation Bonds
— Nominal Savings: $8,450,000
— PV Savings: $7,460,000
— Avg Annual Savings (2013-14 - 2025-26): $650,000
— Projected Avg Annual Tax Levy Savings: $1.27 per
$100,000 of AV (2013-14 - 2025-26)
B Competition produced savings of:
—$560,000 relative to the last place bid for the COP
—$1,460,000 relative to the last place bid for the GO
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Questions?
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